Dube, Jonathan FIN:EX

From: Enemark, Gord FIN:EX

Sent: Wednesday, January 18, 2017 10:19 AM

To: Dube, Jonathan FIN:EX

Subject: FW: Embargoed report: $10/day Child Care in BC

Jamie would like to know if we can find out where the $1.58 cost estimate came from. Can you get Ryan to dig into
that?

Fram: Mirza, Sadaf FIN:EX

Sent: Maonday, January 16, 2017 9:32 PM

To: Edwardson, Jamie GCPE:EX

Cecr Enemark, Gord FIN:EX; Galbraith, David J FIN:EX; Mcbachlin, Jessica GCPE:EX
Subject: Re: Embargoed report: $10/day Child Care in BC

Agree with that response Jamie. We don't have the capacity to review this extensive report on such short notice.

Thanks,
Sadaf

>0nJan 16, 2017, at 6:30 PM, Edwardson, Jamie GCPE:EX <Jamie.Edwardson@gov.bc.ca> wrote:
>

> Just got this from mcfd. =1
s.13

>

> Sent from my BlackBerry 10 smartphone on the TELUS network.

> From: Lauvaas, Kirsten GCPE:EX <Kirsten.Lauvaas@gov.bc.ca>

> Sent: Monday, January 16, 2017 5:156 PM

> To: Edwa'rclso'n, Jamie GCPE:EX; Mclachlin, Jessica GCPE:EX

> Cc: Wolford, Jessica GCPE:EX; Gordon, Matt GCPE:EX; Johnston, Karen

> GCPE:EX; Wright, Brendan GCPE:EX

> Subject: Embargoed report: $10/day Child Care in BC

-2

>.

> Hi Jamie,

-4

> We received an embargoed copy of a report commissioned by the Early Chiidhood Educators of 8C re: $10/day child
care that will go out tomorrow. Our ministry staff are reviewing and will provide us with some analysis, but it would be
great if FIN staff could aiso review from a budget/economic lens.

=

> We have a media request from the Vancouver Sun (Tara Carman) on this report. She is asking for an interview with
Minister Cadieux and has posed some questions, which we'll provide responses on once we have more info/analysis:

>

>1.  The report found that implementing the $10-a-day plan would be an economic benefit for B.C., with revenues
exceeding expenses by $158 million annually on full implementation. They say that by 2030 it would add 1.8% to B.C.'s
GDP and create 69,000 full-time equivalent jobs. (By 2020, 3 years from now, they say it would add 1.3% to GDP and
42,700 jobs. In that year it would also be a net gain of $112 million for BC government revenues, they argue.) If thisis
true, that the economic benefits for BC would come in 3 years or sconer (stilt waiting for the details an this), why is the

3

1
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government not considering it? The government is, however, willing to invest in LNG and transportation infrastructure
that also create jobs and requires upfront investment, so why not child care?

>

>32.  There’s an argument to be made that Ottawa shouid kick in some money here since they are going to benefit as
well due to the increased number of people who would be paying income tax. Not sure if the minister has/wants to

respond to that? If Ottawa contributed, would that make a difference?
>

=

> Here's what we provided to her so far (from recent respanses on child care):
>

v vV

-

> To create a universal $10-a-day child care plan would cost tax payers roughly $1.5 billion per year. The NOP's

proposed child care plan would increase taxes on thase earning more than $150,000 a year, which will generate 5200
million a year. This makes a shortfall of $1.3 billion that would need to he generated through additional tax increases or
cuts. This simply isn't feasible.

>

>

> That said, we acknowledge the challenges many parents face when trying to balance raising a family with pursuing
work and training opportunities —and we recognize that access to quality child care is an important part of finding that
balance.

.

h-1

-

> The B.C. government is working to ensure that parents have access to the supports and services they need to help
them build a better future for their families. To that end, we have targeted our investments to improve child-care
affordability for thase who need it most:

p-]

>

>

> We invest $119.9 miltion annually for the Child Care Subsidy program, which currently supports approximately
20,000 B.C. children and their families with the cost of child care each month. As of April 2016, child-support payments,
are exempt and no longer influence etigibility for parents already receiving or applying for monthly child-care subsidies.
This means that more B.C. parents will get additional help with the cost of child care each month.

>

>

>

>- Ta help with the costs of raising a young child, the B.C. government provides abeut $137 million annually to
approximately 180,000 families with children under the age of & through the B.C. Early Chiidhoed Tax Benefit, which
launchied in April 2015.

>

>

-2

> Government has created the Single Parent Emplaoyment Initiative {SPEI), which helps single parents on income
assistance with child-care and transportation costs while they are enrolled in training programs and for up to a year
after they re-enter the workfarce.

>

-3

>
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> We understand that the federal government is working on a National Early Learning and Child Care Framework,
and we look forward to working with them to continue strengthening early learning and child care in B.C.

p2

>

-

> The B.C. government has a number of programs and supports for parents to help offset the costs of child care,
including an investment of $327.8 million for child care in 2016-17. This commitment includes:

>

pY

=

b $26.5 million to support the creation of more than 4,300 new licensed chiid-care spaces in B.C. since 2014. These
spaces build on the more than 113,000 licensed child-care spaces that are currently funded throughout the province,
and are part of government’s commitment to create 13,000 new licensed child-care spaces by 2020.

=

>

>

>- With these new child-care spaces comes the need for new Early Childhood Educators. The Province has invested
more than $2 million, in partnership with the Early Childhood Educators of B.C., in an Early Childhood Education Bursary
that encourages citizens to pursue a careers in this field,

-4

>

>

> There are currently more than 7,000 licensed child-care facilities in B.C., of which approximately 5,000 share $89
million in Child Care Operating Funding from the B.C. government. This funding helps these providers cover day-to-day
operating costs, like keeping. parent fees mare affordable, providing fair salaries and maintaining quality services.

=

-

>

> We also have a new online Child Care Map helps parents take the guesswork out of finding child care for their
chitdren. The map includes information for child-care operators who receive Child Care Operating Funding. It provides
busy parents with quick, at-a-glance information that shows — for each facility in a parent’s desired location:

>

>

>

> What programs are offered

-

> If there are any available spaces
>

> Contact information

>

> Hours of operation, and more.
-1

>

>

> This is one of only three child-care maps in all of Canada that show which centres have vacancies:
www.gov.bc.ca/findchildcare<http://www.gov.bc.caffindchildcare> This may not solve the issues of waitlists in all
regions, but it's a tool parents can use to help narrow their search for available spaces.

-2

=

>

> For more information about child-care programs in B.C. please visit:

> www2.gov.bc.ca/gov/content/family-social-supports/caring-for-young-chi

3
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> |dren/child-care<http://www2.gov.bc.ca/gov/content/family-social-suppo
> ris/caring-for-young-children/child-care>

>

>

>

> For information about SPEI, please visit:

> www3 gov.hc.ca/gov/content/family-social-supports/income-assistance/on
> -assistance/employment-planning/spei<http://www2.gov.bc.ca/gaov/content
> ffamily-social-supports/income-assistance/on-assistance/employment-pla
> nning/spei>

>

>

>

> Thanks,

> Kirsten Lauvaas

> Government Communications and Public Engagement Ministry of Children
> and Family Development

> Ph: 250 356-1553 | Cell; 250 213-5572

-
=
-]
>
>
>
>
>

<10aDay C4SE economist report EMBARGOED TQO JAN 18.pdf>
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Dube, Jonathan FIN:EX

From:
Sent:
To:
Subject:

Sent from my iPhone

Begin forwarded message:

Piccott, Ryan FIN:EX

Wednesday, January 18, 2017 11:33 AM

Pube, Jonathan FIN:EX

Fwd; Embargoed report: $10/day Child Care in BC

From: "Jones, Kathy G MCF:EX" <Kathy.Jones@gov.bc.ca>

Date: January 18,2017 at 11:11:40 AM PST

To: "Minnings, Anne C MCF:EX" <Anne Minninps@gov.be.ca>, "Piccott, Ryan FIN:EX"
<Ryan.Piccott@gov.be.ca>

Subject: RE: Embargoed report: $10/day Child Care in BC

No...we were not involved in this calculation...it just appeared

From: Minnings, Anne C MCF:EX

Sent: Wednesday, January 18, 2017 11:06 AM

Ta: Piccott, Ryan FIN:EX; Jones, Kathy G MCF:EX.

Subject: RE: Emibargoed report: $10/day Child Care in BC

I don’t think that was a ministry estimate, it was developed by an interest group a number of

years ago.

Kathy, do you have further info?

Anne Minrnings

Executive Director and CFO
Children and Family Development

Phone: 250-356-2954
Mobile: 250-514-9623

From: Piccott, Ryan FIN:EX

Sent: Wednesday, January 18, 2017 10:59 AM

To: Minnings, Anne C MCF:EX

Subject: FW: Embargoed report: $10/day Child Care in BC

Hi Anne,

My understanding from what has been widely teported is that CFD provided the estimate of
$1.5B for a $10/day child care program. Do you know where in the ministry this estimate came
from? What some of the major assumptions would be?

Thanks,
Ryan

On Jan 16, 2017, at 6:30 PM, Edwardson, Jamiec GCPE:EX <Jamie.Edwardson(@gov.bc.ca>

wrote;

Sent from my BlackBerry 10 smartphone on the TELUS network.
From: Lauvaas, Kirsten GCPE:EX <Kirsten. Lauvaas@gov.be.ca>
Sent: Monday, January 16, 2017 5:16 PM

1
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To: Edwardson, Jamie GCPE:EX; McLachlin, Jessica GCPE:EX

Ce: Wolford, Jessica GCPE:EX; Gordon, Matt GCPE.EX; Johnston, Karen
GCPE:EX; Wright, Brendan GCPE.EX

Subject: Embargoed report: $10/day Child Care in BC

Hi Jamie,

We reccived an embargoed copy of a report commissioned by the Early
Childhood Educators of BC re: $10/day child care that will go out tomorrow. Qur
minisiry staff are reviewing and will provide us with some analysis, but it would
be great if FIN staff could also review from a budget/economic lens.

We have a media request from the Vancouver Sun (Tara Carman) on this report.
She is asking for an interview with Minister Cadieux and has posed some
questions, which we'll provide responses on once we have more info/analysis:

1. The report found that implementing the $10-a-day plan would be an economic
benefil for B.C., with revenues exceeding expenses by $158 million annually on
full implementation. They say that by 2030 it would add 1.8% to B.C.'s GDP and
create 69,000 full-time equivalent jobs. (By 2020, 3 years from now, they say it
would add 1.3% to GDP and 42,700 jobs. In that year it would also. be a net gain
of $112 million for BC government revenues, they argue.) If this is true, that the
econoric benefits for BC would come in 3 years or sooner (still waiting for the
details on this), why is the government not considering it? The government is,
however, willing to invest in LNG and transportation infrastructure that also
create jobs and requires upfront investment, so why not child care?

2. There's an argument to be made that Ottawa should kick in some money here
since they are going to benefit as well due to the increased number of people who
would be paying income tax. Not sure if the minister has/wants to respond to
that? If Ottawa contributed, would that make a difference?

Here's what we provided to her so far (from recent responses on child care):

To create a universal $10-a-day child care plan would cost tax payers roughly
$1.5 billion per year. The NDP's proposed child care plan would increase taxes
on those earning more than $150,000 a year, which will generate $200 million a
year. This makes a shortfall of $1.3 billion that would need to be generated
through additional tax incrcases or cuts. This simply isn't feasible.

That said, we acknowlcdge the challenges many parents face when trying to
balance raising a family with pursuing work and training opportunities - and we
recognize that aceess to quality child care is an important part of finding that
balance.

The B.C. government is working to ensure that parents have access to the
supports and services they need to help them build a better future {or their
families. To that end, we have targeted our irivestments to improve child-care
affordability for those who need it most:

* We invest $119.9 million annually for the Child Care Subsidy program, which
currently supports approximately 20,000 B.C. children and their families with the
cost of child care each month. As of April 2016, child-support payments are
exempt and no longer influence eligibility for parents already receiving or

2
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applying for monthly child-care subsidies. This means that more B.C. parents will
get additional help with the cost of child care each month.

* To help with the costs of raising a young child, the B.C. government provides
about $137 million annually to approximately 180,000 families with children
under the age of 6 through the B.C. Early Childhood Tax Benefit, which launched
in April 2015.

* Government has created the Single Parent Employment Initiative (SPEI), which
helps single parents on income assistance with child-care and transportation costs
while they are enrolled in training programs and for up to a year after they re-
enter the workforce.

* We understand that the federal government is working on a National Carly
Learning and Child Care Framework, and we look forward to working with them
to continue strengthening early learning and child care in B.C.

The B.C. government has a number of programs and supports for parents to help
offset the costs of child care, including an investment of $327.8 million for child
care in 2016-17. This commitment includes:

* $26.5 million to support the creation of more than 4,300 new licensed child-
care spaces in B.C. since 2014. These spaces build on the more than 113,000
licensed child-care spaces that are currently funded throughout the province, and
are part of government's commiiment to create 13,000 new licensed child-care
spaces by 2020.

* With these new child-carc spaces comes the need for new Early Childhood
Educators. The Province has invested more than $2 million, in partnership with
the Early Childhood Educators of B.C., in an Early Childhood Education Bursary
that encourages citizens to pursue a careers in this field.

* There are curtently more than 7,000 licensed child-care facilities in B.C., of
which approximately 5,000 share $89 million in Child Care Operating Funding
from the B.C. government. This funding helps these providers cover day-to-day
operating costs, like keeping parent fees more affordable, providing fair salaries
and maintaining quality services.

We also have a new online Child Care Map helps parents take the guesswork out
of finding child care for their children. The map includes information for child-
care operators who receive Child Care Operating Funding. It provides busy
parents with quick, at-a-glance information that shows - for each facility in a
parent's desired location:

* What programs are offered

* If there are any available spaces
* Contact information

* Hours of operation, and more.

This is one of only three child-care maps in all of Canada that show which centres
have vacancies:
www.gov.be.ca/findchildcare<http://www.gov.be.ca/findchildcare> This may not
sotve the issues of waitlists in all regions, but it's a tool parents can use to help
narrow their search for available spaces.

For more information about child-care programs in B.C. please visit:

3
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ldren/child-care<hiip://www2.gov.be.ca/gov/conlent/famil
rtsfcaring-for-young-children/child-care>
For information about SPEI, please visit;

www2. gov.be.ca/gov/content/family-social-supports/income-assistance/on

-assistance/employment-planning/spei<hitp//www2.gov.bé.ca/gov/content

Hamily-social-supports/income-assistance/on-assistance/employment-pla
nning/spei>

Thanks,

Kirsten Lauvaas

Government Communications and Public Engagement Ministry of Children
and Family Development

Ph: 250 356-1553 | Cell: 250 213-5572
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Dube, Jonathan FIN:EX

From: Dube, Jonathan FIN:EX

Sent: Wednesday, January 18, 2017 1:19 PM
To: Edwardson, Jamie GCPE:EX

Cc: Mirza, Sadaf FIN:EX

There is reference to the $1.5B estimate in the following news article from July 2012,

hitp:/iwww.cbe.ca/news/canada/british-columbia/daycare-advocates-seek-10-a-day-plan-for-b-c-1. 1231804

There is also this which provides a 2016 update from the Coalition of Child Care Advocates of BC's proposed plan from
April 2011:

hitp;/Awww.10aday.ca/

CFD advises that the estimate originated from the organization..maybe CFD or perhaps FIN did some analysis at that
time...although $adaf and | are unable to recall anything coming from FIN.

Jonathan Dubé

Executive Director

Treasury Board Staff

Ministry of Finance

Tel: 250-387-9043 | Mobile: 250-507-2327 | Fax: 250-356-7624
E-mail: Jonathan.Dube@gov.bc.ca

This email and any files transmitted with it are confidential and intended solely for the use of the individual or entity to whom they
are addressed. If you are not the intended addressee, you shouid not disseminate, distribute or copy this e-mail. Please notify the
sender immediately by e-mail if vou have received this e-mail by mistake and delete this e-muaif from your system,
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Dube, Jonathan FIN:EX

Front: Piccott, Ryan FIN:EX

Sent: Wednesday, January 18, 2017 3:34 PM

To: Dube, Jonathan FIN:EX

Subject: RE: Embargoed report: $10/day Child Care in BC

Looks like those costing assumptions go back to a 2009 UBC report.
Pg. 25

http://earlylearning.ubc.ca/media/publications/15by15-full-report.pdf

From: Dﬁbe, jonét.ha.n FIN:EX | o |
Sent: Wednesday, January 18, 2017 12:49 PM

To: Piccott, Ryan FIN;EX

Subject: RE: Embargoed report: $10/day Child Care In BC

As discussed...Friday please.

From: Piccott, Ryan FIN:EX

Sent: Wednesday, January 18, 2017 12:38 PM

To: Dube, Jonathan FIN:EX

Subject: RE: Embargoed report: $10/day Child Care in BC

‘When do you need an eyes note on the most recent cab proposal?

From: Piccott, Ryan FIN:EX

Senf: Wednesday, January 18, 2017 12:33 PM
To: Dube, Jonathan FIN:EX

Subject: FW: Embargoed report: $10/day Child Care in BC

Did some digging...

The organisation is “The Cozlition of Child Care Advocates of B.C.”

hitp./www.che.calnews/canada/british-columbia/daycare-advocates-seek-10-a-day-plan-for-b-c-1.1231804

There is a 10aDay Child Care Campaign, a partnership between the Early Childhood Educators of BC and the
Coalition of Child Care Advocates of BC
http:fiwww, 10aday.cal

R
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From: Minnings, Anne C MCF:EX
Sent: Wednesday, January 18, 2017 12:04 PM

To: Piccott, Ryan FIN:EX; Jones, Kathy G MCF:EX
Subject: RE: Embargoed report: $10/day Child Care in BC

It dates back to 2012 or so. Sorry, but 1 don’t recall the name of the organization.

Anne Minnings:

Executive Director and CFQ
Children and Family Development
Phone; 250-356-2954.

Mobile: 250-514-9623

From: Piccott, Ryan FIN:EX.

Sent: Wednesday, January 18, 2017 11:53 AM

To: Jones, Kathy G MCF:EX; Minnings, Anne C MCF:EX
Subject: RE: Embargoed report: $10/day Child Care in BC

Do-either of you happen to know what report or interest group this cakculation came from? Curious it was reporied as

provided by the ministry.

From: Jones, Kathy G MCF:EX

Sent: Wednesday, January 18, 2017 11:12 AM

To: Minnings, Anne C MCF:EX; Piccott, Ryan FIN:EX
Subject: RE: Embargoed report: $10/day Child Care in BC

No...we were not involvad in this calculation...it just appeared

From: Minnings, Anne C MCF:EX

Sent: Wednesday, January 18, 2017 11:06 AM

To: Piccott, Ryan FIN:EX; Jones, Kathy G MCF:EX
Subject: RE: Embargoed report: $10/day Child Care in BC

| don't think that was a ministry estimate, it was developed by an interest group a number of years ago.

Kathy, do you have further info?

Anne Minnings

Executive Director and CFO
Children and Family Development
Phone: 250-356-2954

fMebiie: 250-514-9623

From: Piccott, Ryan FIN:EX

Sent: Wednesday, January 18, 2017 10:5% AM

To: Minnings, Anne C MCF.EX

Subject: FW: Embargoed report: $10/day Child Care in BC.

Hi Anne,
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My understanding from what has been widely reported is that CFD provided the estimate of $1.58 for a
$10/day child care program. Do you know where in the ministry this estimate came from? What some of the
major assumptions would be?

Thanks,
Ryan

On Jan 16, 2017, at 6:30 PM, Edwardson, Jamie GCPE:EX <Jamie. Edwardson@gov.be.ca> wrote:

Sent from my BlackBerry 10 smartphone on the TELUS network.

From: Lauvaas, Kirsten GCPE:EX <Kirsten.Lauvaas@gov.bc.ca>

Sent: Monday, January 16, 2017 5:16 PM

To: Edwardson, Jamie GCPE:EX; McLachlin, Jessica GCPE:EX

Cec: Wolford, Jessica GCPE:EX; Gordon, Matt GCPE:EX; Johnston, Karen
GCPE:EX; Wright, Brendan GCPE:EX

Subject: Embargoed report: $10/day Child Care in BC

Hi Jamie,

We received an embargoed copy of a report commissioned by the Early Childhood Educators of
BC re: $10/day child care that will go out tomorrow. Our ministry staff are reviewing and will
provide us with some analysis, but it would be great if FIN staff could also review from a
budget/economic lens.

We have a media request from the Vancouver Sun (Tara Carman) on this report. She is asking
for an interview with Minister Cadieux and has posed some guestions, which we'll provide
responses o1 once we have more info/analysis:

1. The report found that implementing the $10-a-day plan would be an economic benefit for
B.C., with revenues exceeding expenses by $158 million annually on full implementation. They
say that by 2030 it would add 1.8% to B.C.'s GDP and create 69,000 full-time equivalent jobs.
{By 2020, 3 years from riow, they say it would add 1.3% to GDP and 42,700 jobs. In that year it
would also be a net gain of $112 million for BC government revenues, they argue.) If this is true,
that the economic bencfits for BC would come in 3 years or sooner (still waiting for the details
on this), why is the government not considering it? The government is, however, willing to
invest in LNG and transportation infrastructure that also create jobs and requires upfront
investment, so why not child care?

2. There's an argument to be made that Ottawa should kick in some money here since they are
going to benefit as well due to the increased number of people whio would be paying income tax.
3
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Not sure if the ministcr has/wants to respond to that? If Ottawa contributed, would that make a
difference?

Here's what we provided to her so far (from recent responses on child care):

To create a universal $10-a-day child care plan would cost tax pavers roughly $1.5 billion per
year. The NDP's proposed child care plan would increase taxes on those earning more than
$150,000 a year, which will generate $200 million a year. This makes a shortfall of $1.3 billion
that would need to be generated through additional tax increases or cuts. This simply isn't
feasible.

That said, we acknowledge the challenges many parents face when trying to balance raising a
family with pursuing work and training opportunities - and we recognize that access to quality
child care is an important part of finding that balance.

The B.C. government is working to ensure that parents have access to the supports and services
they need to help them build a better future for their families. To that end, we have targeted. our
investments to improve child-care affordability for those who need it most:

* We invest $119.9 million annually for the Child Care Subsidy program, which currentty
supports approximately 20,000 B.C, children and their families with the cost of child carc cach
month. As of April 2016, child-support payments are cxempt and no longet influence eligibility
for parents already receiving or applying for monthly child-care subsidies. This means that more
B.C. parents will get additional help with the cost of child care each month.

* To help with the costs of raising a young child, the B.C. government provides about $137
million annually to approximately 180,000 families with children under the age of 6 through the
B.C. Early Childhood Tax Benefit, which launched in April 2015,
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* Government has created the Single Parent Employment Initiative (SPEI), which helps single
parents on income assistance with child-care and transportation costs while they are enrolled in
training programs and for up to a year afier they re-enter the workforce.

* We understand that the federal government is working on a National Early Learning and Child
Care Framework, and we look forward to working with them to continue strengthening early
leaming and child care in B.C.

The B.C. government has a number of programs and supports for parents to help offset the costs
of child care, including an investment of $327.8 million for child care in 2016-17. This
commitment includes:

* $26.5 million to support the creation of more than 4,300 new licensed child-care spaces in
B.C. since 2014. These spaces build on the more than 113,000 licensed child-care spaces that are
currently funded throughout the province, and are part of government's commitment to create
13,000 new licensed child-care spaces by 2020.

* With these new child-care spaces comes the need for new Early Childhood Educators. The
Province has invested more than $2 million, in partnership with the Early Childhood Educators
of B.C., in an Early Childhood Education Bursary that encourages citizens to pursue a careers in
this field.

* There are curren{ly more than 7,000 licensed child-care facilities in B.C., of which
approximately 5,000 share $89 million in Child Care Operating Funding from the B.C.
government. This funding helps these providers cover day-to-day operating costs, like keeping
parent fees more affordable, providing [air salaries and maintaining quality services.

Page 14 of 81 FIN-2017-70728



We also have a new online Child Care Map helps parents take the guesswork out of finding child
care for their children. The map includes information for child-care operators who receive Child

Care Operating Funding, It provides busy parents with quick, at-a-glance information that shows
- for each facility in a parent's desired location:

* What programs are offered
* If there are any available spaces
* Contact information

* Hours of operation, and more.

This is one of only three child-care maps in all of Canada that show which centres have
vacancies: www.gav.bc ca/findchildeare<http://www.gov.be.ca/findchildeare> This may not
solve the.issucs of waitlists in all regions, but it's a tool parents can use to help narrow their
search for available spaces.

For more information about child-care programs in B.C. please visit:

www2.gov.be.ca/gev/content/family-social-supporis/caring-for-young-chi

rts/caring-for-young-children/child-care>

For information about SPEI, please visit:

-assistance/employment-planning/spei<http:/www2 gov.be.ca/gov/content

/family-social-supports/income-assistance/on-assistance/employment-pla

nning/spei>
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Thanks,

Kirsten Lauvaas

Government Communications and Public Engagement Ministry of Children
and Family Development

Ph: 250 356-1553 | Cell: 250 213-5572
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Dube, Jonatharﬂsl:EX

From: Mirza, Sadaf FIN:EX

Sent; Wednesday, January 18, 2017 4:25 PM

To: Dube, Jonathan FIN:EX

Subject: FW: Embargoed report: $10/day Child Care in BC
Attachments: Preliminary comments on Impact Analysis of Child Care.docx
FYl

From: Mirza, Sadaf FIN:EX

Sent: Wednesday, January 18, 2017 4:05 PM

To: Enemark, Gord FIN:EX

Cc: Edwardson, Jamie GCPE:EX; Galhraith, David § FIN:EX; McLachlin, Jessica GCPE:EX; Hincks, Nicholas FIN:EX; Sehic,
Eldar FIN:EX

Subject: RE: Embargoed report: $10/day Child Care in BC

Hi Jamie: Attached are some comments on the report. We have consulted with Lillian Hallin at BC Stats who runs the
BC 10 Model, and her comments are incorporated.

Hope this helps. Please et me know if you have any questions.

Thanks,
Sadaf

-----Original Message----—

From: Enemark, Gord FIN:EX

Sent: Tuesday, January 17, 2017 7:58 AM

To: Mirza, Sadaf FIN:EX

Cc: Edwardson, Jamie GCPE:EX; Galbraith, David ) FIN:EX; McLachlin, Jessica GCPE:EX
Subject: Re: Embargoed report: $18/day Child Care in 8C

Assume your guys will begin to review the report though? Reminds me of the "tax cuts pay for themselves" argument!

Gord Enemark, TBS
Cell: 250 217 6130

>0nJan 18, 2017, at 9:32 PM, Mirza, Sadaf FIN:EX <Sadaf.Mirza@gov.bc.ca> wrote:

=

> Agree with that response Jamie. We don't have the capacity to review this extensive report on such short notice.
>

> Thanks,

> Sadaf

>

>>Qn Jan 16, 2017, at 6:30 PM, Edwardson, Jamie GCPE:EX <Jamie.Edwardson@gov.be.ca> wrote:

>>

. A
>> Just got this from mcfd. ®
s.13

3
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>>
>> Sent from my BlackBerry 10 smartphone on the TELUS network..

>> From: Lauvaas, Kirsten GCPE:EX <Kirsten.Lauvaas@gov.be.ca>

>> Sent: Mdnday, lanuary 16, 2017 5:16 PM

>> To: Edwardson, Jamie GCPE:EX; McLachlin, Jessica GCPE:EX

>> Cc: Wolford, Jessica GCPE:EX; Gordon, Matt GCPE:EX; Johnston, Karen

>> GCPE:EX; Wright, Brendan GCPE:EX

>> Subject: Embargoed report: $10/day Child Care in BC

>

>

>> Hi Jamie,

>>.

>> We received an embargoed copy of a report commissioned by the Early Childhood Educators of BC re: $10/day child
care that will go out tomarrow. Our ministry staff are reviewing and wilt provide us with some analysis, but it would be
great if FIN staff could also review from a budget/economic lens.

>

>> We have a media request from the Vancouver Sun (Tara Carman) on this report. She is asking for an interview with
Minister Cadieux and has posed some questions, which we'll provide responses on once we have more info/analysis:
-

»>1.  The repart found that impiementing the $10-a-day plan would be an economic benefit for B.C., with revenues
exceeding expenses by $158 million annually on full implementation. They say that by 2030 it would add 1.8% to B.C.’s
GDP and create 69,000 full-time equivalent jobs. {By 2020, 3 years from now, they say it would add 1.3% to GDP and
42,700 jobs. In that'year it would alsa be a net gain of $112 milfion for BC government revenues, they argue.} if this is
true, that the economic benefits for BC would come in 3 years or sooner (still waiting for the details on this), why Is the
government not considering it? The government is, however, willing to invest in LNG and transportation infrastructure
that also create jobs and requires upfront investment, so why not child care?

>>

>>2.  There's an argument to be made that Ottawa should kick in seme money here since they are going to benefit as
well due to the increased number of pecple who would be paying income tax. Not sure if the minister has/wants to
respond to that? If Ottawa contributed, would that make a difference?

>>

pele-d

>> Here's what we provided to her so far {from recent responses on child cara);

>>

>

p--

-

>>

>>To create a universal $10-a-day child care plan would cost tax payers roughly $1.5 billion. per year. The NDP’s
proposed child care plan would incréase taxes on those earning more than $150,000 a year, which will generate $200
million a year. This makes a shortfall of $1.3 billion that would need to be generated through additianal tax increases or
cuts. This simply isn't feasible.

>

>>

>> That said, we acknowledge the challenges many parents face when trying to balance raising a family with pursuing
work and training opportunities — and we recognize that access to quality child care is an important part of finding that
balance.

>>

>>

=00
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>>The B.C. government is working tg ensure that parents have access to the supports and services they need to help
them build a better future for their families, To that end, we have targeted our investments to improve child-care
affordability for those who need it most:

>

>

o>

>> . We invest $119.9 million annually for the Child Care Subsidy program, which currently supports approximately
20,000 B.C. children and their families with the cost of child care each month. As of April 20186, child-support payments
are exempt and no langer influence eligibility for parents already receiving or applying for monthly child-care subsidies.
This means that more B.C. parents will get additional help with the cost of child care each month.

5>

5>

>

»> To help with the costs of raising a young child, the B.C. government provides about $137 million annually 1o
approximately 180,000 families with children under the age of 6 through the B.C. Early Childhood Tax Benefit, which
launched in April 2015.

>>

2>

e

> Government has created the Single Parent Empioyment Initiative (SPEH), which helps single parents on income
assistance with child-care and transportation ¢osts while they are enrolled in training programs and for up to a year
after they re-enter the workforce.

>

»>

>

> We understand that the federal ggvernment is working ¢n a National Early Learning and Child Care Framework,
and we look ferward to working with them to continue strengthening early learning and child care in B.C.

peo-

-5

>

>> The B.C, government has a number of grograms and supports for parents to help offset the casts of child care,
incluging an investment of $327.8 million for child care in 2016-17. This commitment includes:

>

>>

>

> - $26.5 million to support the creation of more than 4,300 new licensed child-care spaces in B.C. since 2014.
These spaces build on the more than 113,000 licensed child-care spaces that are currently funded throughout the

province, and are part of government’s commitment to create 13,000 new licensed child-care spaces by 2020.
o]

»>
>

> - With these new child-care spaces comes the need for new Early Childhood Educators. The Province has
invested more than $2 million, in partnership with the Early Childhood Educators of B.C., in an Early Childhood
Education Bursary that encourages citizens to pursue a careers in this field.

>

>

b

> There are currently more than 7,000 licensed child-care facilities in B.C., of which approximately 5,000 share
$89 millien in Child Care Operating Funding from the B.C. government. This funding helps these providers cover day-to-
day operating casts, like keeping parent fees more affordable, providing fair salaries and maintaining quality services.
>

>
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»> We aiso have a new online Child Care Map helps parents take the guesswork out of finding child care - for their
children. The map includes infarmation for child-care operators who receive Child Care Qperating Funding. It provides
busy parents with quick, at-a-glance infarmation that shows — for each facility in a parent’s desired location:

-

>>

>

>>-  What programs are offered
>

> if there are any available spaces
>>

P Contact information

>

> - Hours of operation, and more.
»>

>

>

»> This is one of only three child-care maps in all of Canada that show which centres have vacancies:
www.gov.bic.ca/findchildcare<http://www.gov.bc.ca/findchildcare> This may not solve the issues of waitlists in all

regions, but it’s a tool parents can use to help narrow their search for available spaces.

P
2>

>>

>> For more information about child-care programs in B.C. please visit:

>> www2.gov.bc.ca/gov/content/famiiy-social-supports/caring-for-young-ch
>> ildren/child-care<http://www2.gov.bc.ca/gov/content/family-social-sup
>> ports/caring-for-young-children/child-care>

2>

>>

>

>> For information about SPEI, please visit:

»>> www2 . gov.be.ca/pov/content/family-social-supports/income-assistance/o
>> n-assistance/employment-planning/spei<http://www2.gov.bc.ca/gov/conte
>> nt/family-social-supports/income-assistance/on-assistance/employment-
>> planning/spei>

>>

>

>

»>> Thanks,

>> Kirsten Lauvaas

>> Government Communications and Public Engagement Ministry of Children
»> and Family Development

>> Ph; 250 356-1553 | Cell: 250 213-5572

>

>

>3

>

>

>

>

s

>> <10aDay C4SE economist report EMBARGOED TO JAN 18.pdf>

4
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Preliminary Comments on the Report “Socio-Economic Impact Analysis of the $10aDay Child Care Plan
for British Columbia”

* A fanuary 2017 study commissioned by the Early Childhood Educators of BC concluded that
implementing $10 a day child care in BC woutd lead to large GDP and job increases and have a
positive impact an the government’s budget halance.

»  However, there are general concerns ahout the way the study was conducted and some of the
assumptions underpinning the work, particularly as they relate to using input-output
multipliers with a sector that receives government funding through subsidies.

* A thorough review of the subject by BC Stats could take up to a month.

Summary of the Report

s The study examines the socio-economic henefits of implementing a child care plan to reduce the
cost to parents to $10 a day.

* The report estimates the cost of the plan and uses those estimates along with Statistics
Canada’s input-output {I0) methodalogy to calculate the impact of the expansion and operation
of the program on the BC economy.

¢ The analysis projects that full implementation of the plan will increase GDP by 55.8 billion,
increase employment by 68,500 jobs (both by 2030) and generate sufficient overall government
sector revenues to pay for the additional government spending required te build and operate
the system.

Preliminary Concerns

= According to BC Stats, there are potential preblems in applying 10 multipiiers to sectors where
there are subsidies. Because of the way multipliers are calculated, the use of standard
multipliers.in sectors such as day care (where there are significant subsidies) will produce
misfeading results if the multipliers are applied to expenditure data,

o Ifthe proportion of expenditures that is subsidized increases, standard multipliers must
be recalibrated to explicitly take into account the change in the proportion of total
spending that is subsidized, If this is not done, the estimated GDP, employment and
revenues based on standard multipliers will be incorrect. It is not clear how subsidies
are treated in this work.

e While 10 analysis can be practical and useful, it is also limited by its many assumptions, which
include the following: .

o assumption of fixed prices and wages,

o use of sector averages,

o assumption of sectors operating at capacity (eg. if alt child care centres are built they
will be filled immediately), and

o aliack of capacity constraints (eg. unlimited supply of labour and other inputs).

* There are potential concerns regarding the use of existing subsidies towards the proposed child
care program, as well as any displacement of services resulting from the program.
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It appears that the costs and benefits presented in the report are not separated by level of
government-(federal, provincial ar local}, which matter from a provincial budget balance
perspective;

“Finally, the analysis confirms that the projected benefits to govermment are shared between the
B.C. and federal governments. The province is responsible for child care and the increased
expenditures associated with the Plan, while the federal government receives a higher portion of
the revenues because of its generally higher tax rates. Thus, it is reasonable te anticipate a cost-
shared approach to financing the 510aDay Plan, with the federal government contributing at o
level thot is commensurate with its expected guain in revenues. ”

I0 modeling requires consideration of many factors to arrive at a justified conclusicn, especially
when dealing with sectors which receive subsidies. BC Stats maintains a BC-specific 10 model
and are familiar with the challenges associated with this type of wark.
o BC Stats estimates that it could take up to a month to do a thorough review of this
report’s findings, including running their own estimates.
o On cursory review, BC Stats cautions that some of the multipliers in this report appear
to be on the high side; however, they would need to do more work to verify.
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Mirza, Sadaf FIN:EX

From: Dube, Jonathan FIN:EX

Sent: Woadnesday, January 18, 2017 1:20 PM
To: Edwardson, Jamie GCPEEX.

Cc: Mirza, Sadaf FIN:EX

There is reference to the $1.5B estimate in the following news article from July 2012.

hitp:/Awww cbe calnews/canada/british-columbia/daycare-advosates-seek-10-a-day-plan-for-b-c-1. 1231804

There is also this which provides a 2016 update from the Coalition of Child Care Advocates of BC'sproposed plan from
Aprit 2011:

' http:/iwww. 10aday.ca/

CFD advises that the estimate originated from the organization...maybe CFD or perhaps FIN did some analysis-at that
time...although Sadaf and 1 are unable to recall anything coming from FIN.

Jonathan Dubé

Executive Director

Treasury Board Staff

Ministry of Finance

Tel: 250-387-9043 | Mobile: 250-507-2327 | Fax: 250-356-7624
E-mail:_Jonathan.Dube @gov.be.ca

This email and ony files transmitted with it are confidential and intended solely for the use of the individual or eatity to whom they
are addressed. If you are not the intended gddressee, you should not disseminate, distribute or copy this e-malil, Pleose notify the
sender immediately by e-moit If you have received this e-mail by mistake and delete this e-mail from your system.
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Mirza, Sadaf FIN:EX

From: Hallin, Lillian MTIC:EX

Sent: Wednesday, January 18, 2017 11:11 AM

To: Mirza, Sadaf FIN:EX

Cc: Hincks, Nicholas FIN:EX; Sehic, Eldar FIN:EX

Subject: RE: call this morning

Attachments: Input-Output Multipliers Provincial Detailed - GDP 2010.4s; Input-Output Multipliers

Provincial Detdiled 2010.xls

From: Mirza, Sadaf FIN:EX
‘Sent: Wednesday, January 18, 2017 10:18 AM
To: Hallin, Liflian MTIC:EX

Cc: Hincks, Nicholas FIN:EX; Sehic, Eldar FIN:EX
Subject: call this morning

Hi Liltian: 'm stuck in meetings this marning, but 've asked Nick and Eidar to give youa call to discuss what we talked
about yesterday. Thanks!

Thanks,
Sadaf

Page 24 of 91 FIN-2017-70728



Mirza, Sadaf FIN:EX

From: Hallin, Lillian MTIC:EX

Sent: Wednesday, fanuary 18, 2017 11:12 AM
To: Mirza, Sadaf FIN:EX

Ce: Hincks, Nicholas FIN:EX; Sehic, Efdar FIN:EX
Subject: RE: call this marning

Attachments: 2011 Multipliers.xlsx

From: Hallin, Lillian MTIC:EX

Sent; Wednesday, Janvary 18, 2017 11:11 AM
To: Mirza, Sadaf FIN:EX

Cc: Hincks, Nicholas FIN:EX; Sehic, Eldar FIN:EX
Subject: RE: call this morning

From: Mirza, Sadaf FIN:EX
Sent: Wednesday, January 18, 2017 10:18 AM
Ta: Hallin, Lilifan MTIC:EX

Ce: Hincks, Nicholas FIN:EX; Sehic, Eldar FIN:EX
Subject: call this morning

Hi Liltian: m stuck in meetings this morning, but 've asked Nick and Eldar to give you a call to discuss what we tatked

about yesterday. Thanks!

Thanks,
Sadaf
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Sehic, Eldar FIN:EX

From: Hincks, Nicholas FIN:EX

Sent: Wednesday, January 18, 2017 2,15 PM
To: Hallin, Lillian MTICEX

Ce: Mirza, Sadaf FIN:EX; Sehic, Eldar FIN:EX
Subject: Impact analysis of day care
Attachments: Impact analysis of day care.dotx

Hello Lillian,

Thank you for your comments earlier. As we discussed, here are our drafted preliminary comments for your review. We
are hoping to get these comments out quickly; if you eould take a look at this soon and let us know if it summarizes your
views accurately, we would appreciate jt!

Best Regards,
Nichaolas
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Mirza, Sadaf FIN:EX

From:
Sent:
To:

Cc:
Subject:

Hi,

Hallin, Lillian MTIC:EX

Wednesday, January 18, 2017 2:34 PM
Hincks, Micholas FIN:EX

Mirza, Sadaf FIN:EX; Sehic, Eldar FIN:EX
RE: Impact analysis of day care

This fooks gaod. Just a couple of comments:

s.13

You might want to consider strengthening that statement to something like:

Because of the way multipliers are calculated, the use of standard multipliers in industries such as day care {where there
are significant subsidies) will produce misteading results if the multipliers are applied to expenditure data.

If the proportion of expenditures that is subsidized increases, standard multipliers must be recalibrated to explicitly take
into account the change in the proportion of total spending that is subsidized. If this is not done, the estimatad GDP,
employment and revenues based on standard multipliers will be overstated. It is not clear how subsidies are treated in

this work.

s.13

Let me know if you have any further questions.

Frora: Hincks, Nicholas FIN:EX

Sent: Wednesday, January 18, 2017 2:15 PM

To: Hallin, Lillian MTIC:EX

Cc: Mirza, Sadaf FIN:EX; Sehic, Eldar FIN:EX
Subject: Impact analysis of day care

Hello Lillian,

Thank you far your comments earlier. As we discussed, here are our drafted preliminary comments for your review. We
are hoping to get these comments out quickly; if you could take a look at this soon and let us know if it surnmarizes your
views accurately, we would appreciate it!

Best Regards,
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Nicholas
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Hincks, Nicholas FIN:EX

From: Mirza, Sadaf FIN:-EX

Sent: Tuesday, lanuary 17, 2017 812 AM

To: Hincks, Nicholas FIN:EX; Sehic, Eldar FIN:EX

Subject: FW: Embargoed report: $10/day Child Care in BC
Attachments: 10aDay CASE economist report EMBARGOED TO JAN 18.pdf
FYI

From: Edwardson, Jamie GCPE:EX

Sent: Monday, January 16, 2017 6:31 PM

To: Enemark, Gord FIN:EX; Mirza, Sadaf FIN:EX

Cc: Galbraith, David J FIN:EX; Mclachlin, Jessica GCPE:EX
Subject: Fw: Embargoed report: $10/day Child Care in BC

Just got this from mcfd, 13
s.13

one on the TELUS network.

Sent from my BlackBerry 10 smartph

From: Lauvaas, Kirsten GCPE:EX <Kirsten,Lauvaas@qgov.hc.ca>

Sent: Monday, January 16, 2017 5:16 PM
To: Edwardson, Jamie GCPE:EX; McLachlin, Jessica GCPE:EX
Cc: Wolford, Jessica GCPE:EX; Gordon, Matt GCPEEX; Johnston, Karen GCPE:EX; Wright, Brendan GCPE:EX

Subject: Embargoed report: $10/day Child Care in BC
Hi lamie,

We received an embargoed copy of a report commissioned by the Early Childhood Educators of BC re: $10/day child
care that will go out tomarrow. Our ministry staff are reviewing and will provide us with some analysis, but it would be
greatif FIN staff could also review from a budget/ecanomic lens.

We have a media request from the Vancouver Sun (Tara Carman) an this report. She is asking for an interview with
Minister Cadieux and has posed some questions, which we’ll provide responses on once we have more info/analysis:

1. The report found that implementing the $10-a-day plan would be an economic benefit for B.C,
with revenues exceeding expenses by $158 million annually en full implementation. They say that
by 2030 it would add 1.8% to B.C.’s GDP and create 69,000 fuli-time equivalent jobs. {By 2020, 3
years from now, they say it would add 1.3% to GDP and 42,700 jobs. In that yearit would also be
a net gain of $112 million for BC government revenues, they argue.) If this is true, that the
economic henefits for BC would come in 3 years or sooner (still waiting for the details on this),
why is the government not considering it? The government is, however, willing to invest in LNG
and transportation infrastructure that also ¢reate jobs and requires upfront investment, so why
not child care?

2. There’s an argument to be made that Ottawa should kick in some money here since they are

going to benefit as well due to the increased number of people who would be paying income tax.
Not sure if the minister has/wants to respond to that? If Ottawa contributed, would that make a

difference?
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Here's what we provided to her so far (from recent responses on child care}:

To create a universal $10-a-day child care plan would cost tax payers roughly $1.5 billion per year. The NDP’s proposed
child care plan would increase taxes on those earning more than $150,000 a year, which will generate $200 million a
year. This makes a shortfall of $1.3 billion that would need to be generated through additional tax increases or cuts. This
simply isn't feasibla.

That said, we acknowledge the challenges many parents face when trying to balance raising a family with pursuing work
and training opportunities — and we recognize that access to quality child care is an important part of finding that
balance.

The B.C. government is working to ensure that parents have access to the supports and services they need to help them
build a better future for their families. To that end, we have targeted our invastments to improve child-care affordability
for those who need it most:

s Weinvest $119.9 million annually for the Child Care Subsidy program, which currently supports approximately
20,000 B.C. children and their families with the cost of child care each month. As of April 2016, child-support
payments are exempt and no lenger influence eligibiiity for parents already receiving or applying for monthly
chitd-care subsidies. This means that more B.C. parents will get additional help with the cost of child care each
month.

e  To help with the costs of raising a young child, the B.C. government provides about $137 millien annualty to
approximately 180,000 families with children under the age of 6 through the B.C. Early Childhood Tax Benefit,
which launched in April 2015.

e Government has created the Single Parent Emplayment Initiative (SPEI), which helps single parents on income
assistance with child-care and transportation costs while they are enrolled in training programs and for up to a
year after they re-enter the workforce.

*  Weunderstand that the federal government is working on a National Early Learning and Child Care Framework,
and we {aok forward to working with them to-continue strengthening early learning-and child care in B.C.

The B.C. government has a number of programs and supparts for parents to help offset the costs of child care, inciuding
an investment of $327.8 million for child care in 2016-17. This commitment includes:

e 526.5 miliion to support the creation of more than 4,300 new licensed child-care spaces in B.C. since 2014.
These spaces build on the more than 113,000 licensed child-care spaces that are currently funded throughout
the-province, and are part of government’s commitment to create 13,000 new licensed child-care spaces by
2020

«  With these new child-care spaces comaes the need for new Early Childhood Educators. The Province has
invested more than $2 million, in partnership with the Early Childhood Educators of B.C., in an Early Childhood
Education Bursary that encourages citizens to pursue a careers In this field.

s  There are currently more than 7,000 licensed child-care facilities in 8.C., of which approximately 5,000 share
$89 million in Child Care Operating Funding from the B.C. government. This funding helps these providers cover
day-to-day operating casts, like keeping parent fees more affordable, providing fair salaries and maintaining
guality services.
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We 3lso have a new onfine Child Care Map helps parents take the guesswork out of finding child care for their children.
The map includes information for child-care operators who receive Child Care Operating Funding. it provides busy
parents with quick, at-a-glance information that shows — for each facility in a parent’s desired location:

¢ What programs are offered

e Ifthere are any available spaces
*  Contact information

»  Hours of operation, and more.

This is one of only three child-care maps in all of Canada that show which centres have vacancies:
www.gov.be.ca/findchildcare This may not solve the issues of waitlists in all regioris, but it's a tool parents can use to
help nafrow their search for available spaces.

For more information about child-care programs in B.C. please visit: www2.gov.bc.ca/gov/content/family-social-
supports/caring-for-voung-children/child-care

For information about SPE!, please visit: www?2.gov.bc.ca/gov/content/family-social-supports/income-assistance fon-
assistance/employment-planning/spei

Thanks,

Kirsten Lauvaas

Government Communications and Public Engagement
Ministry of Children and Family Development

Ph: 250 356-1553 | Cell: 250 213-5572
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ABSTRACT: The Early Childhood Educators of BC commissionad an examination of the
proposed $10aDay Child Care Plan for the province of British Columbia, The focus of this
study is on the socio-economic benefits over the implementation period and subsequent
operations through 2030. Therefore only the short-to-medium term effects of the plan on
British Columbia are included in the impact analysis.

The report-estimates the cost of the plan, summarises the avallable evidence regarding the
sacin-economic benefits and costs of early ¢hildhood education and care, and uses those
estimates along with detailed input-output muktiplier effects to calculate the impact on the
B.C. economy from the expansion and operation of the child care systern as propased in the
$10aDay Pian.

Socio-Ecanomic Impact Analysis of the $10aDay Child Care Plan for British Columbia
Prepared by: Robert Fairholm, Centre for Spatial Economics, and Lynell Anderson, CPA, CGA
Prepared for: Eatly Childhood Educators of BC

January 2017
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THIS STUDY ESTIMATES the short-term socio-economic impacts arising from
the implementation and operation of the proposed $10alay Child Care Plan for
the province of British Columbia.’ The analysis considers several impacts on the
provincial economy, including the economic effects from the construction and.
operation of the new system and the resulting increase in mothers'labour supply.

The analysis also illustrates the impact on the government sector’s revenues and
expenditures.

In summary, based on the assumptions outlined throughout this report, the
implementation of the $10aDay Child Care Plan is projected to generate sufficient
overall government sector revenues to pay for the additional government spending
required to buifd and operate the system. The underlying assumptions are con-
servative, particularly related to the projected increase in mothers’ labour supply.

This analysis also projects substantial benefits to employers and households
throughout the implementation petiod, and beyond. Full implementation of
the $10aDay Plan will have a significant and positive impact on GDP and jobs.
The Increase to GDP is estimated at close to 2.0 per cent or $5.787 billion on full
implementation, which is more than 3.0times the total cost increase to government
associated with the Plan (including both construction and operational costs).
Increased employment on full implementation is in the range of 2.8 per cent, or
69,100 net new FTE jobs, which is an employment multiplier of 36.4 jobs per million
dollars of spending. Both of these multipliers are well above the benefits the
province conventionally expects to receive from other investmeants.

Moreover, itis likely that these gains will provide particularly significant benefits
to single maothers, and help many families to leave social assistance, which will
reduce income inequality,

1 For more information about the $10aDay Child Care Plan, -also known as the Community
Plan for a Public System of Integrated Early Care & Learning, see ecet ca /news/inteqrated
orajesuhimband 1Galav.ca.
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The study also compared the economic Impacts of the $10aDay Plan to
a scenario that charges parent fees at $20 per day. Both approaches are
projected to realize positive government budget halances, although-the
$10aDay Plan requires a higher level of direct government spending and the
projected overall budget balance is lower. However, the $10aDay Plan results
in a higher number of children utilizing child care, more mothers returning
to work, and a larger increase in overall GDP and jobs.

Although the analysis focuses on the near-term implications of the $10aDay
Plan, research indicates that the benefits should increase over time, as
children who benefit from high quality, affordable child care enter adulthood
healthier, better educated; and less likely to be involved in the criminal justice
-system — all of which contribute to higher earnings, higher tax revenues for

The study also
compared the economic
impacts with & $20

per day scenario, _ )
governments, and reduced government spending.

and found that the

510aDay Plan results Finatly, the analysis confirms that the projected benefits to government are
in 2 higher number of shared between the B.C. and federal governments. The province is responsible
children utilizing child for child care and the increased expenditures associated with the Plan, while
care, more mothers the federal government receives a higher portion of the revenuies because of
returning to work, and its gerierally higher tax rates. Thus, it is reasonable to anticipate a cost-shared
a larger increase in appreach to financing the $10alay Plan, with the federal government con-
overall GDP and jobs. tributing at a level that is commensurate with its expected gain in revenues.
8 Socig-Economic Impact Analysis of the $10aDay Child Care Plzn for Sritish Columbia
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THIS STUDY ESTIMATES the short-term socio-economic impacts arising from the
implementation and operation of the proposed $10aBay Child Care Plan (the Plan)?
for the province of British Columbia. The analysis considers several impacts on the
provincial economy, including the econoric effects from the construction and
operation of the new system and the resulting increase in mothers’ labour supply.
The analysis also illustrates the impact on the government sector’s revenues and
axpenditures,

The study consists of three phases: costing review; benefits review; and impacts of
the $10aDay Plan.

The analysis projects that full implementation of the $10aDay Flan will have a
significant and positive impact on GOP and jobs, and will generate sufficient overall
government sector revenues to pay for the additional government spending required
te build and operate the system.

The analysis considers
several impacts

on the provincial
economy, including
the economic effects
fram the construction
and operation of the
new system and the

resulting increase in

mothers’ labour supply.

2025 2030

Total GDP (32015 millions) | 3,616.4 57874 5,767.5
% of BC GDP 1.3% 2.0% 1.8%
Total employment 42,700 69,100 68,900
% of 8C employiment 1.7% 2.8% 2.7%

$2015 millions

Increase in government revenues - _

1,234.7 1,952.4 1,932.5

increase In government, expenditures -“{,122.6 1,794.3 1,7484
Bu_dget balance 1124 _ 158.1 184.1

2 Formereinformation about the $10aDay Child Care Plan, also known as the Community
Plan for u Public System of Integrated Early Care & Legrning, see ecebocainews ntegrated |
rrajzcthimiand 10aDavica.
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Phase 1: Costing Review

The child care costing model developed by Anderson and colleagues calculated
the incrernental annual government expenditures required to operate the $10aDay
Plan, on fullimplementation, at 51.5 billion.? For the purpose of this study, Anderson
updated the model to reflect recent and substantive changes to child care policy,
such as the introduction of full schoel-day kindergarten, along with poputation
projections through the implementation. period and beyond. For the first time,
the updated model incorporates estimates of the government expenditures
(capital costs) required for construction of new, stand-alane child care spaces.
Anderson estimates that government will need to directly fund the creation of
31,215 (net, FTE) new spaces and that each space will cost on average $10,000
in 2015 dollars {real or inflation adjusted dellarsh.? tn the impact calculations, the
$312.2 millionin real construction expenditures are evenly distributed throughout
the implementation period.

To ensure that child care fees are reduced to $10 per day, and sustained at
that level, the pravincial government will provide subsidies and transfers to all
eligible regulated child care providers. Consequently, operational costs to the
B.C. government from expanding the systern will be significantly higher than the
projected public spending without the Plan. On full implementation, Anderson
estimates thal the total real operating and administrative costs of the new system
will be $1.777 billion, net of parent fees {$2.083-50.206). Anderson also estimates
that the direct provincial subsidies currently provided to the child care sector are
$224.0 million, which brings the incremental annual public cost to $1.553 billion
{$1.777-50.224) — similar to the original projection developed in 2009.

Phase 2: Benefits Review

There is a vast literature that examines the socio-economic benefits to society from
quality early childhood education and care. In the short-to-medium term there
are four avenues that deliver benefits to society:

1. Eccnomicgains via the short-term economic stimulus generated from
expanding and operating the new child care system;

3 See, for examnple, Kershaw et al, (2003): Unless ctherwise noted, all igures used in the
cost estimates are for children under age 6. As the $10aDay Plan alse includes services
far elementary schaol age children, the full aperating costs —and related benefits —will
be higher.

4  Unless otharwise noted, atl dollar figures are in 2015 infiation adjusted or real dollars.and
all employment estimates are stated in the number of full-time equivatent (FTE) Jobs,
rounded to the nearest 100.
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2. Benefits to households from lower child care fees and increased
utilization that is manifest via mothers’ labour supply effects;

3. Benefits to businesses from reduced staff turnover, absences, and
increased productivity; and

4. Benefitsto governmentsvia higher revenues from increased econornic
activity and employment and lower spending in other areas.

fmpact estimates are calculated versus a “No Change scenario” in which the
number of spaces and child care utilization remain at 2016 levels. There are a
number of different channels.of spending and cost reduction that result from the
implementation and operation of the $10aDay Plan. Each channel has a different
set of ecanomic impacts. In order to calculate the impact on the economy, five
input-output impact scenarlos were uiilized to estimate the direct, indirect,
and induced effects on the B.C, economy from changes in spending relatad to
expanding and operating the new child care system. In addition, the literature
on the sacio-economic effects was utilized in order to estimate other influgnces
on the economy, including special education, grade retention, social assistance,
employee turnover, absences, productivity, and mothers' labour supply effects.

The economic [iterature typically finds that child care programs have very large
multipliers, ranking among the largest of any economic sector, A multiplier
shows the rise in overall economic activity, or GDP in the short-run per dollar
increase in expenditure. Overall, and based on data from Statistics Canada, the
chifd care sectorin B.C. is estimated to boast GDP by $1.63 per dollar of increased
expenditure as compared with $0.86 for the average industry and $1.04 for other
provincial government spending.

Phase 3: Impacts of the $10aDay Plan

The estimates show that on full implementation net new {gross new spending
less estimated spending in the No Change scenario) real government spending
is $1.794 billion, indluding construction costs as well as subsidies and transfers to
providers. Shortly after, the annual cost falls to $1.748 billion primarily because
of the end of canstruction costs. These costs reflect the estimmiated reduction in
government spending related to reduced education spending, primarily because
of lower rates of special education and grade retention. On the revenue side of
the ledger, the net increase for the overall government sector is $1.952 biilion
on full implereentation. The annual revenue projection drops to $1.933 billion
shortly afterwards, because of the reduction in economic activity associated with
the end of construction costs-and reduced education spending.

Socio-Economic Impact Analysis of the §1 0zDay Child Care Plan for Britist Columbia
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Thus, the net impact an the overall government sector's budget is positive, with
revenues exceeding net expenses by $158 million annually onfuliimplementation,
and $184 million annually shortly afterwards.

In addition, construction of the new spaces required te Implement the Plan will
boost GDP by an estimated $28.8 million and boost employment by around 200
FTE jobs each year throughoutimplementation. The net new spending asseciated
with the operation of the Plan will boost GDP via direct, indirect, and induced
economic effects by $2.447 billion by full implementation and create 28,600
full-time equivalent (FTE) jobs.

One of the important impacts on the economy in the short-to-medium term occurs
via the mothers' labour supply effect. More children participating in child care
means that more parents, particularly mothers, are available to join the workforce.
This topic has been the subject of considerable. research and it is generally found
that lower child care fees and greater access lead to a significant increase in the

Relatively conservative

estimates suggest that

business-related gains number of women warking. Using very conservative estimates, the net increase
will resuftin a GDP in emplayment via the mother’s labour supply effect is estimated at 24,800 by
increase of arourd full implementartion, resulting in an increase in GDP of $1.959 billion. Notably, it is
$1.2 billion, and generally found that lone parents and those with lower incomes tend ta benefit
full-time equivaient moare from a child care ptice reduction than women with a partnet. Therefore,
employment growth of the labour supply effect will have a direct positive impact on income ineguality
approximately 14,000. and poverty reduction,

Another important impact on the economy is from the household budgetary
effect. Lower child care fees will directly reduce the costfor all those who currently
use child care. There would be some offset to the overall household budgetary
position given that lower fees will encourage some parents to use requlated child
care rather than relying on friends or family, for example, 1o provide child care
at no cost, After taking account of all of the pluses andg minuses to the averall
household budgetary position, there is-a riet gain of $259.0 million, which leads to
more spending and GDP in the economy with the end result being a2 $172.1 millicn
increase in GDP-and 1,700 more jobs.

There are also projected benefits to employers from productivity gains and cost
reductions. The impact on the economy from the potential savings to businesses
via reduced turnover, absenteeism and productivity enhancement is less certain
than the above estimates because the ultimate impart depends on how the
gains are achieved and how businesses use the increase In profits. Nonetheless,
relatively conservative estimates suggest that business-related gains will result
in a GDP Increase of around $1.2 billion, and full-time equivalent employment
growth of approximately 14,000.

10 Socio-Econamic Impact Analysis of the $70aDay Child Care Plan for British Calumbia
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Input-output estimates do not include the potential effect on the economy from
the charige in business profits. While it is known that each round of stimulus that
leads to higher GDP wili also result in higher corporate profits, it is not knewn
how orwhere thése funds will be spent. While this effect could reach anincrease
of $740 million to GDP by 2025, and 8,600 more jobs, this channel is not included
in the main estimates in order to keep the averall impact estimates conservative.

The study alse compared the economic impacts of the $10aDay Plan to a scenario
that charges parent fees at 520 per day. Both approaches are projected to realize
positive government budget balances, although the $10aDay Plan requires a
higher level of direct government spending and contributes $205 million less to
the projected overall budget balance. However, the $10aDay Plan results in a higher
number of children utitizing child care, more mothers returning to work, and a larger
increase in overall GDP and jobs.

Since thefocus of this study is on the short-to medium-term impacts on the economy,
long-term benefits are not included. Many of the benefits that society derives from
the provision of quality early childhood: education become evident later in the
children’s lives, particularly when today’s child care participants enter the workforce.
Therefore most of the benefits to children from the expansion of quality child care
are notincluded,

It is important to keep in mind when reading this study that these long-term
benefits will accrue to B.C. in the future and are in addition to the short-term
benefits that are lilustrated in this report. And these long-term gains are quite
significant. Indeed, in the current economic environment, with the long-term bond
yleld substantially lower than the discount rate that was used in many past studies,
the present value of these benefits is dramatically larger. Using the provincial
government’s long-term bond yield as the discount rate, the net present value of
the benefits to children alone may exceed the net operating costs of the expanded
quality child care system.

Finally, the analysis confirms that the projected benefits to government are shared
between the B.C. and federal governments. The province is responsible for child
care and the increased expenditures associated with the Plan, while the federal
governmentreceivesa higher portion of the revenues because of its generally higher
tax rates. Thus, it is reasonable to anticipate a cost-shared approach to financing
the $10aDay Plan, with the federal government contributing at a leve! that is com-
mensurate with its expected gain in revenues.
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THE CHILD CARE COSTING MODEL developed by Anderson and colleagues calculated
the incrernental annual government expenditures required to operate the $10aDay
Plan, on full impiementation, at $1.5 billion.% For the purpose of this study, Anderson
updated the model to reflect recent and substantive changes to child care policy, such
astheintroduction of full school-day kindergarten, along with population projections
through the implementation period and beyond. For the first time, the updated model
also Tncorporates estimates of the goverfiment expenditures (capital costs) required
for construction of new child care spaces.

Parents are expected
to respond to the
lower fees and
higher guality of
care by significantly
increasing their
demand for
regulated child care.

Under the Plan, parents will pay annual fees of $2,600 for full-day child caré and 1,820
for part-day care. By way of contrast, a letter from B.C. Children and Family Development
Minister Stephariie Cadieux, available on the Ministry's website, shows that the median
monthly fees across the province were $995, $925 and $750 respectively for infants,
toddlers and children aged 30 months to five years for the 2014715 fiscal vear. Therefore,
the propesed fees are between 71 and 78 per cent lower than current parent fees for
child care in B.C., as shown in Table 1.1.

.

12

3 ik
2 T At !
Median monthly Median $10aDay Plan \
fees (2014/15) annual feas full-day fees® % Decline

Infants 5995 511,940 52,600 -78.2%
Teddlers 5925 £11,100 $2,600 -76.6%
30 months _ .

5 2,600 =71.1%
to five years S750 $9,000 5 h
*Fees will be fully subsidized for farnilies earning less than 540,003 annually, indexed to inflation.

S See, forexample, Kershaw et al. (2009). Unless otherwise noted, all figures used in the
‘€ost estirates are for children under age 6. As the $10aDay Plan also includes services for
elementary school age children, the full operating casts —and related benefits — will be

higher.
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Parents are expected to respond to the lower fees and higher quality of care by
significantly increasing their demand for regulated child care. By 2025, for example,
Anderson projects that the participation rate for children aged three to four years in
regulated child care will rise to 85 per cent, or85,371 children, based on the most recent
demographic projection from BC Stats. The projected child care participation rates by
age are shown in Tabie 1.2,

Age ofchrtd ; :':?afticipatior;-'rate care, éltherre:airr:: I:::; oart;ijlcd;y |
Agelto 2 66%" 32,995
Age 2 75% ' 37,‘5*_;2
Age 3 and 4 85% BS,371
Age5 (school year, 9 months) 55%" | 27,631
Age 5 {out of school, 3 months) 80%"° 40,191

*Reflects projecied participation rate by age two, assuming gradua[ uptake concentrated in
second year as parental leave utilized in first yeaz,

5 While approximately 90 per cent of five year olds participate’in full school-day kindergarten in
B.C., Anderson estimates that 55 per cent will participate in out-of-school care programs during
the school year—and 80 per cent of five year olds will participate outside of the school year
(e.g.. summer holidays, spring break} —to support the full working-day needs of families.

Given the number of child care spaces currently availablein B.C., a significant number of
new spaces will be required to satisfy demand. Anderson estimates that the provincial
governmentwill need to provide capital funding to create the full-time equivalent {FTE)
of 31,325 new, stand-alone child care spaces by 2025. Forillustrative purposes, Table 1.3
(page 14) summarizes the calculations for total spaces.

The increased utilization of child care will be funded by a significant increase in
provincial government spending. Anderson estimates that each child requires 50 square
feet of space and that the cost per square foot is $200,” so the estimated average real
constructioncost per new FIE space is $10,000. This analysis assuimes that government
will directly fund the total construction costs for the net new FTE spaces required.

&  This study assurnes that full implémentation is achieved by 2075.

7 Costestimates based on those from the rsmeans website, W rsTRans.comymodelsidaycare-
canter.zspx. This average is.used for estimating purposes in the econamic analysis, recognizing
thatthe actual costs are expected to range fram minimal (in privately-owned licensed family
homes, for example) to higher than average (for canstruction of new, purpose-built centres in
the Lower Mainland, for example).
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Number

Sourca of'existiri_g and required spaces

of spacés
‘Totat FTE spaces required for chi[dr\;;;nder 5 years old by 2025° 118,850
Current FTE child care spacés n8C 7731 |
Less: 50% of family chilc-imcare spaces, assumed to serve i
children over 5 years old (7,235)
Total current FTE child care spe;c;e;-for children under s 70.076 I
Net new FTE spac-e_s_n;;u} red 48,774 I
Less: public spaces funded from other sources (9,755)

{e.q., developers, employers}) j

Less: new spaces available by rmaximizing use of existing
public spaces (é.g., re-configuring schoals, community {7.804}
centres, libraries, colleges, universities)

Met new FTE spaces requiring B.C. government funding

directly for child care 31215

Al five year olds will have a kindergarten space, which can be reteofitted to accommodate ‘
before and-after school child care if need be, and as outlined in the Plan. The FTE caleulation |
reflects that two part-time spaces are approximately equivalent to one full-time space, ‘

To ensure that child care fees are reduced to $10 per day, and sustained at that level,
the $10aDay Plan requires the provincial government to provide subsidies and
transfers to all eligible regulated child care providers. Consequently, operational
costs to the B.C. government from expanding the system will be significantly higher
than the projected public spending without the Plan (i.e., the No Change scenario).
Anderson estimates that the total operating and administrative costs of the new
system, net of parent fees, will be $1.777 billion ($2.083-$0.306) by 2025. Anderson
also estimates the direct provincial subsidies currently provided to the child care
sector are $224.0 million, which brings the incremental annual public cost to
$1.553 billion (1.777-0.224) —similar to the original projection developed in 2009.°

For the impact estimates, subsidies paid to the unregulated sub-sectors were also
assumed ta remain at current tevels per child. So any projected difference between
the No Change scenario and the $10aDay Plan reflects the change in the number of
children in those sub-sectors.

8  Theincremental annual cost utilizad in this economic modelling is canservative hecause it
does notinclude, for example, the projected cost reductions associated with new federal
child care transfers, some of which are already committed in Federal Budget 2018, or the
projected reduction in costs associatad with lowaer utilization of the Child Care EXpense
Ceduction.
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Anderson estimates additional spending of $80.2 million for early childhood educa-
tors working alongside teachers in kindergarten and Grade 1 classeas, as proposed
in the $10aDay Pian.

A significant partion of the overall costincrease is related to higher labour costs. Not
only are more early childhood educators required, given the existing regulations
that determine maxirrium staff:child ratios, but the Plan also features employing an
appropriately educated workforce in order to deliver high quality child care, Anderson
estimates average wagesfor senfor staff, staff, and assistants at 530, $25 and $20 per
hour respectively, as shown in Table 1.4. Including benefits estimated at 20 per cent
of wages, the level of labour income per FTE is significantly higher than under the
No Change scenario. Furthermore, substitutes are expected to earn $20 per hour on
average and represent 12 per cent of total wages.

For the economic modelling discussed below, the implication of higher wages and
salaries is that the total wage cost must rise for a given number of children in child

care,

'FTE::em__plqyeés  Houtly wagél_r'aiges. S A.n_.r_:_'u:a'l wages L_a'b_ér.|_r1{;i_ﬁ_|j_n_"ei.__
Senior staff $30.00 $54,600 565,520
Staff $25.00 $45,500 $54,600
Assistant $20.00 $36,400 $.4_3_,680
*tabour income reflects wages plus benefits.

To estimate the short-to-medium term economicimpact on the B.C. econoimy arising
from the injection of new funds into the child care system, Anderson’s cost estimates
are used in combination with estimates from the economic literature and the results
frominput-output model simulations. The following sections of the report summarize
the research, methodology and results achieved.
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A CONSIDERABLE NUMRER OF STUDIES have examined the benefits to sociéty
from the provision of quality child care. The following four sections examine the
benefits via the impact on children, parents, businesses and governments with an
emphasis on the short to medium term.

2.1 Benefits to Participating Children

There is general agreement in the academic literature that universal access to high
quality child care pragrams imiproves cognitive abilities, future economic well-being
and social outcomes for children overall, with disadvantaged children benefiting even
more 50." More advantaged children can also benefit from high quality child care.

Barnett (2013) states that the mostrecent and comprehensive meta-analysis for the
U.S. and other countries shows that the long-term effects an participants include
gains on cognitive tests, improvements in social and emotional development, and
improvements In school success including less grade repetition, less special education
placement, and increased high school graduation.!” And Barnett and Frede (2010}
indicate that the better quality studies find more positive outcomes for the socio-
emational and child devefopment outcomes than the overall meta-analysis.'2 Gains

9 Inthe literature “quality” ECEC generally reflects those factors that positively influence
child developmental cutcornes. Barnett and Frede (2010} state that 2 "high-quality”
program develops children'sknaveledge and <kills and also helps facilitate children’s sadial,
emotional, moral, and physical development, a5 well as helps shape their attitudes, beliefs,
dispositions, and habits.

10 See Camilli et al. (2010} far a meta-analysis of 123 U.S, studies, and Nores and Barnett (2010)
for a meta-analysis of rigorous research conducted by 56 studies outside the US.

11 The average long-term cognitive effect in the US. is about half the size of the initial effect,

12 Differences in study design provide different degrees of confidence in the results, The most
persuasive studies are randomized experimental studies that randomly assign people with
the same attribuies to two groups: experimental and control groups. Quasi-experimental
studies match the twao groups and typically use pre-tests and post-tests to determine the
impact of the experiment. Non-experimentai studies do not assign different groups, but
use statistical techniaues, such as correlation analysis, to ascertain the impact.
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to child development are found across socio-economic groups.™ Anotherimportant
finding in the literature is that quality early childhood education and care {ECEC)
improves the Engtish language abilities of English tanguage learners.™

Quality differences can explain why some programs produce paositive effects and
others do not. Higher-quality child care is associated with better cognitive and
language development, positive peer relations, compliance with adults, fewer
behaviour problems, and better mother-child relations.’® Doherty (1996) cites five
studies comparing children in high-quality and low-quality programs, which men-
tion significant positive impacts on children’s cognitive skilis and socic-emotional
well-being from high-quality ECEC. Doherty concludes that in order to maximize
positive effects and minimize negative effects of programs, it is important to ensure.
they are of high quality.

Barnett {2013) states that underfunded programs with low standards produce few Since the proposed
significant benefits, but higher quality large-scale public preschool programs have $i0aDay Plan is focused
produced substantive long-term gains.' Barnett alse indicates that disadvantaged cn a high-quality.child
children gain more from universal programs than means-tested programs because of care system, many of
peer effects, Disadvantaged children benefit from attending preschoo! programs with the benefits will accrue
more advantaged children. And there are substantial spillover benefits to learning to the participating
in kindergarten through Grade 3 when children have more classmates who have children over the long

- attended pre-K prograrns. term. These benefits

Cleveland and Krashinsky {1998) suggest that parents’ misjudgement concerning include higher wages,

quality is one reasen why there could be “market failure” and underutilization of
child care, which argues for government intervention in the sector to achieve the

and lower health and
crime related costs
socially optimal level of quality child care. to government.
In summary, itis found that large-scale public programs have succeeded in praducing

meaningful long-term gains for children and not just disadvantaged children. The

size of thaose gains depends on the quality of the program.

Since the proposed $10aDay Plan is focused on a high-quality child care system,
many of the benefits will accrue to the participating children over the long term.
These benefits include higher wages, and lower health and crime related costs to
government. The economic impact from these benefits, however, were notincluded
inthe present analysis given the focus on the shart ta medium term. For the present
study, the impact on society via children is restricted to the impact on government’s
educational spending resulting from the anticipated improvementin young children’s
healthy developmentat school entry, which will in turn be reflected in the reduced

13 See Gormley et al. (2005), Wong et al. (2008) and Tucket-Drob {2012).

4 See Bilbrey and Hofer (2012}, Barnett (2007}, Gormley (2007), and Magnuson, Lahaie and
Waldfogel (2006).

15  Anderson {2003) and Qwen (2004).

16 See Barnett and Nores (2015) and Melhuish et al. {2012).
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need for special education, grade retention, additional classroom support costs,
ete.”” To estimate the economic impact an B.C., this madel translates the existing
U.5. research to estimates spedific for the average Canadian child,

The method used to estimate the short-to-medium term benefits via participating
childrer is outlined in Appendix I. The calculations show there is a net reduction in
education costs of $23.4 million by 2025, rising to $36.2 million by 2030. While these
cost savings to government are included in the analysis, they are partially offset by
a negative short-term {mpact on the economy because, unless the government
reinvests these savings, there will be reduced emplayment in the education and
health sectors. Clearly, these savings could be recyeled into other spending or tax
reductions, butin order to estimate conservatively thase reactions were notincluded
in the analysis.

2.2 Benefits to Parents

Maost of the literature concerning the impact on parents of children participating in
child care programs focuses on the. demantd for child care services and on mothers’
labour supply. These two choices are inextricably linked. According to Chevalier et
al. (2006}, one of the key factors thatinfluence both child care utilization and labour
force participation is child care fees.

Numerous studies have examined the impact of fegs.on the demand for child care,
They consistently find that higher child care fees are related to lower demand for child
care servicesand lower labour force participation. There is a large range of estimates
of theimpact of higher fees on child care use, whichis represented by the own-price
elasticity (percentage change in child care use relative to a one per cent increase
in child care fees). Given the significant institutional differences between countries,
Canadianand U.S. studies are likely to be the most relevant. Relatively small elasticities
are reported by Blau and Hagy's (1998) U.S. study (-0.34) and Chaplin et al’s (1999)
U.S. study (-0.47 for centre-based care). In contrast, Connelly and Kimmel's (2003a)
U.S. study, Powell's (2002) Canadian study, and Cleveland et als (1996) Canadian
study alf report estimates of - 1.0 or larger. ™ Powell (2002) estimated price-elasticities
of the various child care arrangements ranging fram -1.0 for daycare centres to -3.0
for childminders in their home: Michalopoulos and Robins'{(2000) combined 1.5, and
Canadian study reports price elasticities of -1.08 for formal child care centres. Studies
of the Quebec experience show large increases in child care use, but researchers
identify that there were an insufficient number of spaces available for ali the parents

17 For a detziled analysts of the state of B.C. childran's early development, and the impact of
introducing $10aDay child care, along with expanded parental leave, sea Karshaw &t ai.
(2009).

18 Baker, Gruber and Milligan’s (2005} Canadiarstudy.
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who wanted them at these fees, so these changes should not be used to estimate parents'price
elasticity. Indeed, child care use continued to increase in Quebec even after fees went from $5
per day to 57 per day in 2004 in current dollars:

Notably, Canadian parents tend to have relatively high price elasticities of demand, meaning
that changes in child care fees have a large influence on parents decision to use child care,
compared to those found in other countries. The higher price sensitivity of Canadian parents
could be because they are paying more out of pocket. In many countries, feas-paid by parents
representa smaller share of total costs than for Canadian parents. in our analysis of the effect
of prices an demand the price elasticity was assumed to be -1.0, which is similarto the estimate
used by Cleveland et al. (2016) for their analysis of child care in the City of Toranto,"

Researchers also find that demand for child care rises with women’s wages and that wage.
elasticity {percentage change in child care use relative to a one per cent increase in wages) is
positive for both formal and informal child care. Cleveland et al. (1996) estimated an elasticity of
0.18 for Canada, and Ribar's (1995) U.S. study found a range from 0,14 10 0.76. Blau and Hagy's
(19398) US. study found a wage elasticity of 0.67.These estimates put Canadian wage elasticities
below those for other countries. The implication is that Canadians are more price sensitive, but
put relatively less of every extra earned doliar into child care than parents in cther countries.

Many studies have examined theimpact of child care costs on mothers'labour force participa-
tion decisions. They consistently find that higher fees resultin lower labour force participation,
employment and work hours. These elasticities are significantly smaller than the own-price
elasticities for formal child care. In general, the average price elasticity with respect to moth-
ers’labour supply is in the range of -0.2 to -0.35. Across 42 international studies the average
elasticity was -0.25. For the six studies that examined Canadian data, the average was -0.27.%
Given the proposed reducticn in B.C. fees by 70 to 80 per cent under the $10aDay Plan, using
this average elasticity would result in a projected increase in employment of 18.75 per cent.
There are, however, potential drawbacks to using this type of estimate in the current analysis.

In addition to fees, availability of child care is also critically important.' in many studies child
care utilization and mothers’labour supply isimpeded by a tack of access to child care spaces.®

19 They estimated the own-price elasticity of -1.04 at the means of explanatory variables.

20 Cleveland et al, (1996) -0.39, Powell (1997} -0.23, Powell (2002) -0.16, Michalopoulos and Robins (2002)
-0.20 Canadian data only, Baker et al. (2005} -0.236, Cleveland {2016) -0.32 full-time employment.

21 Inan OECD report that examined female labour force participation.and employment rates, Thévenon
(2013} used child care expenditures per child and coverage of child care facilities among children
under age three to help explain full and part-time femate employment rates, He found the effect of
child care enrolment rates on fermnale full-time employment is particularly strong in “English-speaking”
countries,

22 Havnes and Mogstad {2071} study of Nérwegian reform found excass demand. Baker et al. {2008)
indicates there was excess demarid in Quebec during the initial stages of the plan. Bauernschuster
and Schlotter (2015) examined German reform and found a lack of access impacts their employment
estimates. Flaming, Kwon and Burns (2002) found that a lack of access to effordable ECEC was the most
significant barrier to employmenit for Los Angeles women transitioning off CalWORKs. Viitanen and
Chevalier (2003} found evidence for considerable excess demand (shortage of child care spaces) in the
UK. Davis and Connelly (2005) found that availability and accessTility impact choice for the US,
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Other confaunding factors include the suggestion that labour supply effects might diminish
over time as mothers’ participation rates have risen (Akguhduz and Plantenga, 2015).2 Lundin et
al.{2008) also state that a decrease in child care fees would not affect [abour supplyif child care
attendance tates are already high orif as suggested by Blau and Currie (2004} there is a significant
degree of “crowding out” of private provisicn such as informal care.

Moreover, many of the elasticities described above were estimated using a much smaller fee
change, so the responsiveness of mothers' labour supply might not be the same fora very large fee
change. Therefore, to understand the potential impact on B.C. from the proposed $10aDay Flan it
is helpful to examine the employment impact from a systemic change that is of similar ragnitude,
such as Quehec’s, and to explicitly consider the potential imiting factors mentioned above.

Quebec’s child care system was intreduced in 1997 with parent feesinitially at %5 per day, increasing
to 57 per day in 2004 in current dollars. As a result, the percentage of children under age five in
regufated care grew from 18 per cént in 1998 to 51 per cent by 2008.% A number of reseatchers
have examined the impact on the employment rates of mothers with young children (see Table
2.1).% It is evident from the results that the employment impact was large and rose over time as

the system expanded. Notably the employmentimpact continued to risé despite the 40 per cent
increase in fees in 2004..

. Study " Age Period Fammity type i ?p]ir:;ﬂ:g [;:r:orlitt?

Bzker et al. (2008) 0-4 1999-2003 Couples 7.7%
Lefebvre and : _ .

Merrigan (2008) 1-5 2002 All 8.1%
Lefebvreetal 2011) | 0-5 2002-2003 All B.8%
Lefebvre etal. (2011) 0-5 2006-2007 All 12%
Kottelenberg and : .
Lchrer (2013) 0-4 2002-2007 All 11%
Haeck et al. {2013) 1-4 2008 All 13%
Haeck et al. (2013) L 144 2008 Couple 14%
Haecketal.2013) | 1-4 2008 Single-high 27%

i schoaot

A camparison of the impact results for Quebec’s child care program found by Baker, Gruber
and Milligan (2008) with those by Kottelenberg and Lehrer {2013} is instructive. Both studies

23 The potential magnitude of the effect is unclear. In miany cases estimaltion technigue and population
examined appear fo have a larger effect on the elasticity estimate than participation rates. [n countries for
which there is atleast two studies, there was a mix of declining and increasing elasticities aver time.

24 Fartin et al. (2012).

25 HaecKet al.{2015) find that the impact an mothers labour force participatian in Quebec is similar to the
impact from othert comprehensive reforms —MNorway 2008, Spain 1990s, Germany 1994,
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examine the impact on employment for mothers with children aged 0-4, using the sarmie data and
pre-program period, but they use different time periods to measure the post-program effects. Baker
et al. used the post-program period of 1999~2003 and find mothers’ empfoyment rate increased by
7.7 percentage paints more in Quebec than the rest of Canada and children participating in child care
rase by 14.6 percentage points. 5o the ratio of the increase in mothers working per additional child
inchild care was 0.53 (7.7/14.6). In comparison, Kottelenberg and Lehrer used the same pre-program
period, but used the post-program time period of 2002-2007. They find that the number of children
participating in child care in Quebec rose by 19.6 percentage points, while employrnent increased
by 11.0 percentage points for a ratio of additional employment per child participating in child care.
of 0.56, which is larger than the estimate for the earlier period.

Both studies use the same starting period, so the differences between the estimates can be used to
isolate the impact on employment rates over the 20022007 period compared with 1999-2003. The
caiculation summarized in Table 2.2 highlights a significantly higher ratio of mothers’ employrment
per additional participating child of 0.66 over the later period, despite higher participation and
employment rates for mothers with young children at that time. Haeck et al. (2015) find that the
attributes of Quebec’s child care policy first benefited those with higher education and enly later
benefited those with lower education when the expansion of spaces allowed greater access.

Baker; Gruberand Kottelenberg and
o o _ Milligan (2008) = Lehrer {2013) .
Children in child care (%) i 14.6 19.6 5.4
Mother works (36) 7.7 1.0 33
Ra“flo;of rniother works per 0.53 056 0.66
child in child care ;.

Tounderstand the implications of the above research for B.C., Itis necessary to also consider the limiting
factors discussed above —mother’s employment and participation rates, child care participation rates
and crewding out effects. These factors will determine whether B.C. will likely experience a higher or
lower mothers’labour response.

In 2003, Quebec’s émployment and participation rates for mathers with children under age six were
at or above B.C's rates in 2015. And the percefitage of children in child care centres in Quebec by
2000-2004 was roughly similar to B.Csin 2014. So it appears that B.C. should experience at {east an
increase initsemployment and labour force participation rates for mothers with young children similar
to what Quebec experienced after 2003 depending on the degree of coverage and crowding out.

By all indications there should be more availability of child care spaces in the $10aDay Plan than
what Quebec experienced during the expansion of its program. The $10aDay Plan explicitly includes
significant construction expenditures to expand the system to 119,000 spaces for children underage
five by 2025 and projects higher participation rates for young children than what Quebec experienced,
particularly during Quebec's period of continued expansion past 2003. Therefore, by 2025 the $10aDay
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Plan should not be affected by significant excess.demand for child care that limits the labaur supply
effects. However, there is still the likelihood that the expansion of regulated child care will crowd out
unregulated {informal) providers, which would partially offset the labour supply effects.

Baker et al. (2008) estimated the degree of crowding out in Quebec. They found the comparative
rise in ¢hild care use for children 0-4 was 14.6 percentage points and that there was a shift from care
provided by relatives (down 2.1 percentage points) and unlicensed non-relatives (down 2.5 percentage
points) to regulated care provided in both licensed homes (up 4.8 percentage points) and centres
{up 15.2 percentage paints), These estimates were used to calculate the degree of crowding cut in
the B.C. model.

Despite these crowding cut effects in Quebec the number of employed mathers increased significantly
and Baker et al. estimate that the increase in employment was dominated by women working more
than 30 but less than 40 hours per week, which is essentially full-time employment, a finding that s
supported by an examination of the Labour Force Survey.

Another finding of the literature onthis topicis that lone parents® respend more to price.changes than
married mothers, Connelly and Kimmel (2003b) suggest that is because child care expensés represent
a larger share of lone parent or poor household incomes, so they are more affected by the same fee
change than married couples ot households with higherincomes. Connelly and Kimmel (1999) found
a3 price elasticity of -0.16 for married mathers, and -0.32 for lone parents. Han and Waldfogel (2007)
found the price elasti¢ity was -0.3 to -0.4 for married mothers and -0.5 to -0.73 for lone parents.

In a similar vein, the U.5. General Accounting Office {1994) reported that the response of poor parents
was -0.5 compared with -0.34 for the near poor, and -0.19 for the not poor. Anderson and Levine{2000)
found single mothers with young children were more price sensitive (-0.73) than those with older
children {(-0.47). Connelly and Kimmel {2001) also found that subsidizing child care reduces the welfare
dependency of single mothers. And Connelly and Kimmel {2003b) found a substantial positive effect
of child care costs on receiving welfare, with the child care price elasticity of welfare recipients varying
from 1.0 to 1.9. In addition, Boushey [2002) found that two main factors that determine whether a
woman trying to move from weifare to work will be able to sustain employment are job quality and
availability of child care. Former welfare recipients who recéived child care subsidies were 60 per cent
more likely to be employed after two years than those who did not.

The implication of these estimates is that an affordable, accessible child care system will have
dispropartionately positive impact on the less well off, which will reduce income ineguality and
potentially lower the costs of other social programs to government, indeed, this has been found in the
Quebec situation. As shown in Table 2.2, Haeck et al. find that by 2008 the employment response of
single mothers with high school education is dramatically larger than for mothersin couple families.

In contrast to the impact on mothers labour supply, intreased child care seems to have little or no
effect on male labour supply. Australian researcher Kalb (2002) found no significant effects. Seven
other studies found either much lower effects of children on male (as compared to female) iabour

26 Theterms‘lone parent’and 'single parent’ are both used in research studies, sometimes interchangeably,

although a lone parentis not necessarily single (e.g., may be married, but separated), For the purpose of this
report, the tarm‘lone parent'is used.
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supply or no effect. Lefebvre, Merrigan and Roy-Desrosiers (2011) estimated the impact
of the Quebec child care program on fathers and generally did not find significant resuits.

Clearly the immediate economic benefit that employed mothers enjoy are wages. Joshi
{1990) finds that the additional work experience women gain while using child care also
boosts future wages. Mothers who stay out of the workforce for an extended period face
afuture wage penalty once they come back to work. For example, Anderson et al. (2003)
found that the wage penalty is 4 to 6 per cent for women who go back to work three to
five years after the birth of a child. Conversely, mothers using child care to go back to
school foradditional training can increase future earnings.

Since the focus of this reportis on the short-to-medium term impacts, the future wage
gains that mothers could achieve from additional wark experience or education is not
included in the analysis. Instead the focus is on the immediate gains mothers achieve
from using child care via mothers' labour supply and employment effects. This is-a key
assumption in the overall impact analysis, so two different estimates are used. First, an
estimateis developed based on closing the gap between the employment rate in Quebec
and B.C. for mothers with children under age six. This gap opened after the introduction
of the Quebec child care system (see Figure 2.1}. This gap is closed when the number of
new full-time equivalent employees per net new child participating in chiid care is 0.272.
Since the B.C. system will have a higher child participation rate than Quebec, this estimate
is extremely conservative. Second, an estimate of 0.5 jobs per net new child participating
inachild care program will be used based on the calculations by Baker et al. {2008), which
is still more conservative than other estimates of the employment impacts.
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2.3 Benefits to Businesses

There are a number of potential benefits ta business from the implementation of
the $10aDay Plan primarily via reduced employee absentegism and turnover as well
as improved productivity.?

Absenteeism

Unischeduled employee absences are a significant experise for employers. Stewart
{2013}_ in a Conference Board of Canada report estimated that the direct cost of
absenteeism was $16.6 billion to the Canadian economy in 2012 based on an average
of 9.3 days lost per employee. Carilio (2004) found that the total cost of absenteeism
Is a minimum of two times the absent worker's wage, after including the cost of
benefits, supervisor’s time, and lost productivity. Mercer also (2008} estimates that
the indirect costs of absences are twice the wages of the absent employee. So the

direct and indirect cost of absences is in the range of 2.5:1.

Bond, Galinsky and Swanberq (1998) found that almost 30 per cent of working parents
had child care issugs, which affected absenteeism, tardiness, or concentration on
the job. Friedman (1986) reviewed three national studies of businesses that provide
reliable (in these cases, on-site) child care for their employees and found that 54 per
cent of the employers reduced absenteeism by 20 to 30 per cerit as a result of this
service.

Statistics Canada's Labour Force Survey reports thatin 2015 mothers with preschool-
aged children lose 2.4 more days per year than women without children for personal
or family responsibilities, including child care, which amounts to around 1 per cent of
total work days. Men with preschool-aged children lose 0.9 more days per year. Given

the estimated number of people with children under age six who will be employed

in B.C. by 2025, and based on an average labour income in $2015, the total direct
and indirect cost to empilayers is in the range of $225.6 ta $272 4 million by 2025
{depending on the number of net new jobs for mothers).

Duxbury and Higgins-(2003) find that family-to-work interference is positively
assodiated with absenteeism due to child care problems. Respondents with high
levels of family-to-work interference were seven times more likely to miss three or
more days of work in a six-month period due to child care issues than those with low
levels of this form of work-life conflict. Notably, this estimate is significantly larger

than the estimate from the Labour Force Survey over the course of a year. Using an

estimate of six days per 12 months for mothers would boost the direct and indirect
negative impact for B.C. 10 $539.6 to $584.8 million by 2025.

27 See Shellenback (2004); MacGiflvaty and tucia (2011).
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Kershaw et al. (2009) estimated that their recommended policy proposals, which include
enhanced child care provision, would reduce absenteeism and save B.C. businesses
$200 million annually.® Since child care is part of their overail package of improvements,
the gain from expanded child care alone would be less.

These absenteeism estimates are not directly comparable and at best provide a rough
range of the possible maximum impact from improvements in child care if the new
system eliminates afl absences for family reasons. If widely accessible child care reduces
absences by 25 per cent, then benefits to B.C. employers would be in the range of $134.2
1o $144.8 millicn using Duxbury and Higgins'estimates, which seems more specific to child
care than the Statistics Canada estimates.

Employee Turnover

Employee turnover is anather major issue for employers. Statistics Cahada estimates thatin
B.C. the employee turnover or separation rate was in the range of 22.5 per cent over 2000
to 2008, and data fram the Werkplace Survey suggests that the turnover rate was 20.2 per
cent in 2012. There are various estimates of the cost associated with employee turnover,
Carillo (2004) estimates that employee turnover cost is as high as 250 per cent of the
annual szlary of the lost worker, while Phillips and Resiman (1992) estimate turnover costs
at one and half times annual salary for exempt employees and three quarters of annual
wages for hourly workers. Others estimate the cost anywhere frarn 30 to 50 per cent for
entry-level employees, to 150 per cent for mid-level employees all the way to 400 per cent
for high-tevel employees.?

Employers that provide child care services find that recruitment and retention of employees
are improved. Access to child care can reduce turnaver by 37 to 60 per cent (Ransom and
Burud, 1988). An average of these estimates would translate into a 9.8 percentage point
reduction in B.C's 20.2 per cent turnover rate. Huselid and Becker {1995) found thata 7 per
cent decrease in empleyee turnover led to increases of more than $27,000 in sales and
$4.000 in profits per employee.

According to Munro (2008) in a Conference Board of Canada report, U.S. companies that
have offered a variety of child care arrangements have also experienced improvements in
employee retention and engagement. He provides the example.of the Children's Health
Systemin Alabarna that introduced a Back-Up and Mildly i Chitd Care Centerfor employees
and saw improved job satisfaction and a reduction in turnover from 22 to 12 per cent. He
also provided examples of employers offering on-site or extended-hours child care that
experienced a reduction in employee turnover.

28 Based on Duxbury, Higgins and Johnson (2004) who use cureent dollars cost estimates for 1998-99,
1999-2000, and 2000-01 for varieus compaonents of the overall costs.
29 httpsy//www.bcjobs.ca/blog/the-true-cost-of-employee-turnover-depends-on-who-you-lose/
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Lee and Hong (2011} investigated the impact of several family-friendly programs in US.
federal agencies. The only family-friendly benefit that was found to reduce turnover was child
care subsidies. Similarly, Caillier (2016) found that only one dependent care program — child
care —reduced employee turnover. He found that a one-point increase Tn satisfaction with
child care decreased turnover by 0.44 percentage paints.

For Canada, Munro (2008) found that employers that offered child care arrangements have
achieved improvements in employee retention while addressing one of the primary causes of
stress for employees who have children, He provided the example of Statistics Canada, which
offers on-site child care as part of its wellness programs for its employees. The program as a
whole has been credited with the department's turnover rate of 5 per cent, which is lower
than the 12.5 per cent that othar government departments of comparable size experience.

Duxbury and Higgins {2003) find that employees with a high role overload at work® are 5.6
times more likely to report high levels of job stress and 2.3 times more likely to report a high
turnover intention,

The degree to which the findings above can be generalized to a broader child care system
depends on how much of the reduction in turnover rates estimated above results from amore
accessible child care system versus how much of the reduction in turnover is attributable to
the non-transferability of the child care services provided by the employer. The estimate for
this analysis assumed one half of the average reduction in turnover rates from the studies
above formothers entering theworkforce, with 25 per cent of the reduction for women already
in the workfarce, and 15 per cent for men. The adjusted turnover rates were combined with
the estimated number of mothers and fathers who would be potentially affected by 2025,
when the $10aDay Plan is expected to be fullyimplemented, and their wagesin 2015 dollars.
These calculations were combined with the estimates developed by Phillips and Resiman
(1992) regarding the total cost of employee turnover relative to direct costs. The resuiting
total turnover cost reduction estimates were $343.1 million by 2025, using the ratic of 0.272
net new.employed mothers per child participating in child care. The turnover cost reduction
estimate rises ta $387.8 million if the ratio of net new employed mother per child rises te 0.5,

Employee Productivity

A number of studies find that access to child care can improve [abour productivity.

ABT Associates (2000) report that in the mid-1990s, a group of 21 of the largest corporations
inthe U.S5.—calling itself"The American Business Collaboration for Quality Dependent Care”
or"The Collaboration™— invested $125 million to support child and elder care programs for
their employees. The Collaberation had invested in over 1,000 projects throughout the U.S.
Their study found that 63 per cent of member employeés reported improved productivity
while usirig quality dependent care.

30 Role overlozd is a type of work-life conﬂi_ct associated with having too much to do at work, and too
little fime to dait.
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Impact Brief One {(2010) reported that public employees in New York City who were provided
with child care subsidies had a 17.8 per cent decrease in disciplinary action compared toa
control group that did not receive the subsidy. Overwhelmingly, those in the subsidy group
reported leaving work less often, concentrating better at werk, baing more productive at
work, and using fewer sick days to deal with child care issues.

Shellenivack (2004) reports that Freddie Mac witnessed 1,607 visits to its backup daycare
centrein 2002. Cost-benefitanalysis showsthe company saved in total $40,000in productivity
and $73,000 in turnover costs. This transiates to $25 per day in higher productivity and $45
per day in lower turnover costs fn 2002 dollars. WFD Consulting found that for every 51
investment in backup child care, employers can receive $3 to $4 in productivity and turnover
improvements.?' Brown et al. (2008) also found that reliable ECEC increases working parents’
productivity.

To estimate the productivity benefits in this analysis, the Freddie Mac case provided a dally
productivity estimate that is translated into 2015 Canadian dollars. The analysis assumes that
mothers entering the workforce as a result of the expansion of child care services will anjoy
the full productivity gain. Mothers already using child care will experience a 25 per cent boost,
white fathers will gain 15 per cent of the increase — the same relative gain from reduction
in absences. These estimates result in an increase in productivity of $502.3 to $639.1 million
depending on the size of the mothers'labour supply effect.

In comparison, Kershaw et al. (2009) found that “work-life conflict among employees with
preschool age children costs the B.C. business community in excess of $600 million per year.
These costs include employee turnover, absenteeism and health care premiums®

The estimates calculated specifically for this study find the turnover and absenteeism effects
range between $481.1 and $539.7 million annually, while the total effect including productiv-
ity, but not reductions in health care premiums, ranges between $992.9 and $1.096 billion
annually.

2.4 Benefits to Governments

The benefits that governments gain from funding universal access to quality child care
flow from children, parents and busifesses. The benefits to children will result in higher tax
revenuesin the long term and lower expenditures for education, health and ¢riminal justice.
Of these the most significant short-to-medium impact on government spending is via lower
education related expenditures as a result of reduced rates of special education and grade
retention.

31 Elswick (2003).
32 This estimate was based on Duxbury, Higgins and Johnsan (2004) who use current dollars cost
estimates for 1998-99, 1999-2008, znd 2000-01 for various componen:s of the overall costs.
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In addition, Belfield (2004b) finds that children who participated in Ohio preschool programs
had significant behavioural and cognitive gains that resulted inimprovements in kindergarten
readiness. He finds that this resulted in an improvement in job satisfaction by kindergarten
teachers, and a reduction in staff turnover® Belfield (2006} estimates that expanding a
pre-K program by 35 per centwould reduce teacher turnover rates by 12 per cent. Given the
estimated costs per exiting teacher of 33 pér cent of the salary of the new hire (SBEC, 2000)
and the quit rate of 12.3 per cont per year (Statistics Canada Longitudinal Worker File for
Canada, 2001-08),the real annual cost of total teacher turnover is around $130 to $142 million
for B.C.* 7o be conservative, the 12 per cent cost reduction estimate by Belfield is used even
though the expansion in B.C, will be larger, and only kindergarten teachers are Included even
though the benefits of improved school readiness extend beyond kindergarten. The resulting
estimate’is for cost savings of around $1.2 million from lower teacher turnover.

Additional potentially avoidable costs to K-12 education systems include costs associated
with English Language Learner (ELL) programs, Research indicates that quality early education
may improve the English abilities of English lanquage learners, which could reduce the need
for future spending in this area {Barnett, 2007; Garmley, 2007; and Magnuson, Lahaie and
Waldfogel, 2006). The magnitude of ELL for the early grades of the K-12 system is not known,
so the potential impact on the B.C. government’s budget could not be calculated, however.

The primary benefit that governments gain via parents are in the form of higher tax revenues
as a result of greater economic activity refated to the stimulus tothe economy from expand-
ing and aperating & larger child care system. There is a particularly large positive impact on
government revenue from mothers’labour supply and employment effects,

Moreaver,; the cost of social assistance should decline as mare mothers enter the warkforce.
However, the potential size of this cost reduction must he considered in relation to the No
Change scenario. In 2015, the B.C. government intraduced the “Single Parent Employment
Initiative” (SPEI) that is aimed at helping people on sacial assistance re-enter the workforce,
The program has several cost components for government, including free child care for up
to two years. If the program provides free child care to the sarhe number of lone parents on
social assistance as would receive fee subsidies via the $10aDay Plan, then implementing the
Plan would not reduce the number of expected social assistance cases. However, the current
budget for all cost componenis of the SPEl program is $24.5 million in current dollars over
five years or $4.9 million per year. Even if all of the budget was spent on child care {which is
unlikely, and not the intent of the program), this budget would not cover the required child

33 Belficld (2004b) estimated that if 40 per cent more students attend preschaol, teacher turnover falls
by 24 per cent.

34 Labour compensationfor elementary and secondary schools in 2015 is $5.348 billian as per the
Labour Statistics Cansistent with the System of Mational Accounts. The National Household Survey
indicates teachers are 54.7 per cent of employses and have a wagé premium of around 10to 15
per cert above other waorkers, So the 12.3 per cent turnover rate-and 33 per cent new hire cast per
teacher implies turnover costs of $130.6 to $142.5 million. Using a share.of 1/13 for kindergarten
teachers implies turnover costs of §10 to $10.9 million, so the potential 12 per cent turnover
reduction would save $1.2 to $1.3 million $§2015 for kindergarten teachers alene.
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care fee subsidies for those on social assistance, with children under age six, wanting
to use child care services to get training or @ job, Moreover, the program’s funding after
2020, the end of the current five year commitment, is unclear.

Theoretically, the existence of SPEl suggests that the impact on social assistance cases
from the introduction of $10aDay child care in B.C. could be anywhere from zero to an
impact higher than the 55 per cent reduction found in.Quebec {see Section 2.3), given
that the $10aDay Plan projects broader access than exists in Quebec. Our analysis
assumes a 55 per cent drop, which is conservative given the size of the intervention
proposed in B.C, relative to Quebec, and given that the SPEl as currently structured
and funded is unlikely to substantially reduce social assistance payments on its own,

Another benefit that governments can expectis via the gains to business from the reduc-
tion in employee absenteejsm and turnover costs, as well as the boast to productivity,
all of which will result in greater corporate income tax revenues. The stimulus to the
economy from the development and operation of a larger child care system wilt also
boost corporaté tax revenues. Furthermore, some or most of the increase in profits from
either or both of the above channels will likely remain in B.C,

Potentially there could also be short-to-medium term savings to health costs. Higgins
et al. (2004) estimate that work-life imbalance costs provincial health care systems in
Canada $14.7 billion annually because role overload and work-life interferences result
in additional, otherwise unnecessary, physician visits, inpatient hospital stays and visits
to emergency departments.®® Kershaw et al. (2009) use these estimates to calculate the
potential savings for B.C. from their proposals that included universal child care. They
estimate their proposals would reduce public health ¢osts by $300 million annually as
a result of work-life balance savihgs. What share can be attributed to child care alone,
however, is less clear. To be conservative none of these potential savings are included
in this study.

2.5 Estimating the Benefits of Early Childhood Education and Care

The net benefits of an affordable, high quality child care program to an economy can
be illustrated in a number of ways. A multiplier can be estimated that shows the rise
in overall economic activity in the short-run per dollar increase in expenditure for that
particular program. Alternatively, the present value of the benefits and costs can be
estimated and the dollar amount of the net benefits of the program can be calculated,
generating a henefit/cest ratio.

35 Duxbury, Higgins and Johnsan (2004) use current dollars cost estimates for 1998-99,
1999-2000, and 2000-01 for various components of the overall costs.
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The literature on the short-run multiplier effect from child care programs typically find
that they have very large multipliers, ranking among the largest of any economic sector
{see Table 2.3}, Using e_stimatés from Statistics Canada's input-output model for B.C,
the child care sector provides an above average direct and indirect GDP multiplier for
the B.C. economy: the child care multiplier is 1.9 times |arger than the average industry
multiplier, a similar margin above non-residential construction, and around 1.6 times
larger than other provincial government spending. Furthermore, the child care sector
has one of the highest induced multipliers of all sectors in the econormy. When the direct,
indirect, and induced-effects are combined, child care boosts GDP by $1.63 per dollar of
increased expenditure as comnpared with $0.86 far the average industry and $1.04 for

other provindial governmerit spending.

Reference B Location ' | Multiplier
MacGillvary and Lucia (201 T . California 2,00 {Type ll)
| Bartik (2006a) us. 2.78 (state), 3.79 {national)
Pratt and Kay (2006) - New York State 1.35 (Type ), 1.78 (Type 1)
Tf;f_arne_r'et al. (2003) Tompkins County, NY 1.60 (Type 1) -
_W;rnEr et al. {2004) New York City, NY 1.91 - _.:
. Warner and Liu (2004) Us. 1:49 (Type 1), 1.91 (Type 11}
Prentice {2008) B Manitoba 158 :

Theliterature that estimates costs and benefits of quality, affordable child care programs
consistently shows that the benefits exceed costs. The extensive Chicago child-parent
centres program and two randomised studies ~—the High Scope/Perry and Carolina
Abecedarian programs in the U.5. — show costs repaid several times over for disadvan-
taged children. Other child care programs, both targeted and universal, show paositive
albeit smaller net benefits to society per doltar spent. For Canada, Fairholm (2009} found
the net present value of benefits to be $2.54 per dollar invested and. Cleveland and
Krashinsky (1998) estimated high quality child care in Canada would return over $2 per
doltar invested. For the U.S,, Karoly and Bigelow {2003) estimated that a universal child
care program in California would yield benefits of $2 to $4 for every dollar invested,
and Belfield (2005} estimated that every dollar invested provides future benefits worth
$2.25 for the Louisiana child care system. Kilburn and Karoly (2008) cite an average of
48 preschool programs that have a benefit/cost ratio of 2.36. Bartik et al. (2012} estimate
that the earnings gains alone from Oklahoma’s universal pre-K program provide a return
of §3 or $4 per dollar invested.

Several economists have estimated the returns to universal pre-K using the available
data and a range of assumptions (Barnett, 2008b; Bartik, 2011; Bartik, Gormiey and
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Adelstein, 2012; Karoly and Bigelow, 2005; Lynch, 2007). Some estimates generate returns
as high as $7 per dollar invested. Several conclude that pre-K for all can vield a larger
net return than a program that serves only low-income children. A benefit-cost ahalysis
for Oklahoma's universal pre-K program finds that earnings increases alone provide a
return of $3 to 54 per dollar invested (Bartik et al., 2012).

Notably, after extracting only the long-term benefits (beyond 20 years) to children from
a study by Fairholm and Davis (2010) it can be shown that the net present value (NPV)
has increased dramatically using a lower discount rate consistent with current economlc
conditions. As of late October 20716, the Government of Canada long-term bond yield
was 1.89 per cent, which is below the expected long-term inflation rate of 2.0 per cent,
leading to a negative real interest rate. Using a real discount rate of 0.25 per cent rather
than the 3 per cent real discount rate used eailier, the long-term beriefits via children
expand from $2.43 per hour of child care provided to $4.77 per hour in 2005 dollars. The
astimated net cost of the provision of quality child care in that study was $4.11 per hour.
The breakeven point between the net present value of costs and benefits is at a real
interest rate of 0.82 per cent. As-of October 27, 2016, the BL. government bond maturing
onJune 18,2037 had ayield of 2.75 per cent, which represents a real interest rate of 0.75
per cent given fong-term inflation expectations anchored at 2 per cent. Therefore, the
long-term benefits exceed the operational costs of a new child care system.

[Netpresent valué (NPV) "

NPV hourly net costs of regulated child care

NPV hourly net benefits children 3% real discount rate

NPV hourly net benefits children 0.75% rea discount rate

NPV hourly net benefits children 0.25% real discount rate

Of particular note is the analysis of the Quebec situation conducted by Fortin etal. (2012),
which estimated the general economic impacts of the Quebec program, They firid that

the Quebec government’s subsidy of child care, which lowered parent fees to $5 per

day in cufrent dollars (later $7 per day) helped to boost the percentage of children in
regulated child care from 16 per cent in 1998 to 43 per cent by 2008 for children under
age six. They estimated that by 2008 there was a 69,700 increase in the number of
working mothers as a resuit of the program compared with the rest of Canada based
on the estimates of Lefebvre et al. (2009) and Lefebvre et al. (2017).

Fortin et al. estimate that this increase:in employment helped toboost GDP by 1.7 per
cent and generate $1.585 billion in 2008 dollars in higher tax reverues. Moreover, the
employment gains for mothers of children under age six were evenly spread between
mothers with and without university degrees. The increase in employment had the
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effect of lowering the poverty rate for single mother families from 36 per centin
1996 to 22 per cent by 2008, and boosted their after-tax income by 81 per cent.
The number of single-parent families on sociat assistance in Quebec declined
from 99,000 to 45,000, which helped to lower social assistance payments by an '
estimated $116 million annually in 2008 dollars. The combined budgetary effect
of higher revenues and lower social assistance payments is $1.701 hillion in 2008
dollars. The gross cost of the child care subsidies was $1.796 billion in 2008 dolfars,
which implies that the net cost of the program to the provincial government by
2008 was 585 million in 2008 dollars. However, they aiso estimated that the costs
associated with child care expense deductions decreased by $150 million in 2008
dollars because children in subsidized care are not eligible for this deduction. After
including all revenueincreases and expenditure reductions, Quebec’s net budgetary
impact was a gain of $55 million in 2008 dollars.

lvanova (2015) examined the economic impact of expanded child care for B.C. using
the estimates from Fortin et al. (2012) and applying them to the B.C, economy as
of 2014. Specifically she estimates there would be 39,200 more working mothers
and a 1.7 per cent increase in B.C’s overall employment rate (ratio of employment
to population 15 years and over). B.C. would also experience an increase of
$3.9 billion in current dollars or 1.6 per cent in provincial GDP as a result of more
mothers working as of 2014. lvanova notes that the estimate does not include the
increased employment of early childhood educators to staff the newly built child
care spaces. [vanova's estimate of the fiscal returns of $10aDay child care in B.C.
does not explicitly include provisions for savings in government expenditures as
a result of better child care. She estimates that there would be a boost to direct
and indirect government revenues of $1.3 billion in current dollars (630 miitlion
in provincial revenues and $668 million in federal revenues) as of 2014,
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THE SHORT-TERM ECONOMIC IMPACT on the provincial economy-arising from the
$10aDay Plan was calculated using Statistics Canada’s B.C. input-output {I0) model
estimates. IO models provide multipliers used to assess the provincial {or Canadian)
economicimpact caused by an initial change In final demand expenditure such as a
new construction project or increase in government spending, or from an increase
in output of a given industry.

The $10aDay Plan was divided into component parts in order to track the impact of
these policy changes through the 8.C. economy. To that end, the analysis was carried
outatadetaited sub-sector level including regulated (non-profit, private, family) and
unregulated {license-not-required (LNR) and home child care (HCQ) providers), First,
each of these sub-sectors were placed into the appropriate North America Industry

Classification (NAICS), as defined by Statistics Canada, since the expansion-of output.

by different industries has different impacts on the provincial econemy.

For each of the sub-sectors, revenues were calculated based on spaces, utilization,
fee and government subsidy/transfer estimates. To make the calculations consistent
with the input-output estimates from Statistics Canada — which providesimpact es-
timates forgross output, GDP, government subsidies, employment and income —the
model was calibrated to provide the same government subsidy or transfer payment
estimate (as a share of gross output) as the input-output model for business services
and non-profit sub-sectors within the overall child care sector. Unregulated home
child care providers are deemed to be part of the Private Househelds industry, which
means that all incomeincluding transfer payments goes into personal income.

36 In the national income accounts, governmen? payments to arganizations are named and
treated differently depending on whether thay are made to businesses of non-profits.
Payments from governments to businesses, which reduces thecostof a product, is'a
product subsidy and directly adds ta value added (GDP at basic prices). The same type
of payment made to non-profits is called a transfer payment and adds to income. In the
detailed 10 impact tables, product subsidies are explicitly shown, while transfer payments
to the non-profit sector can be estimated based on the detailed commuodity output
estimates. Transfer payments to the.non-profit sector directly lead to higher non-profit
consumption that aifects grass output.
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Statistics Canada’s provincial [0 model available at the time of this study provides
multiplier estimates for 2010. An examination of the IO impact estimates shows that
government subsidies to business, and transfer payments to non-profits, play a central
rolein the impact estimates. Given that the most recent 10 estimates are for 2010, they
do not reflect policy changes since that time. The most significant, relevant policy
change was the introduction. of full school-day kindergarten, which substantially
changed the leve] of public subsidiés/transfer payments provided to the child care
system. To more accurately capture the economic impact of this pelicy change on
the different components of the child care system, subsidies/tcansfer payments were
projected to 2016 under the assumption that the relative subsidy/transfer ratic in each
sub-sector remains the same with respect ta the number of children in each sector.”
For 2016 these estimates were canstructed based on the most recent atilization rates
and the number of licensed child care spaces that the B.C. government reported for
2015/2016, which in turn was based on the Ministry's 2015/16 Annual Service Plan
Report. This analysis assumed that the spaces wefe distributed between age groups
and sub-sectors in the same proportion as in the past.

The first set of impact estimates focuses on the effect of the operation of the new

system compared with the existing system via the impact on the econormy from (1)

the injection of money into the system through government subsidies and (2) the
withdrawal of money through lower parent fees. The impact estimates start in 2017
with the underlying case being the No Change scenarie in which child care spaces or
Utilization rates remain at 2016 levels through 2035. Under the $10aDay Plan all parts
of the system receive subsidies to maintain the existing spaces. All of the expansion
of spaces for children under age six is contained in the non-profit sector. By 2025, the
full number of required spaces projected by Anderson is achieved and are left at that
fevel in order to illustrate the subsequent effecton the econemy. The madel assumes
an increase in child care utilization rates for requlated child care: the non-profit and
private sub-sectors will reach 100 per cent by that year to reflect the higher efficiency
of the new system and family child care will experience an increase that is consistent
with the gains found by Baker et al. (2008) for Quebec. However, there is crowding
out of the unregufated sub-sector as families choose to move from informal care to
regutated child care in a manner consistent with the Baker et al. study.

Table 3.1 summarizes the revenue impact arising from the increased subsidies and
reduced fees paid by parents. For each of three main sub-sectors there is an immedi-
ate negative revenue shock assoclated with the decline in fees to $10 per day. Over
tirme, as utilization rates tise, the negative impact on overall fee revenues decreases
and there is'an-offsetting increase in subsidies/transfer payments from the provincial
government. The net effect is an increase in. overall revenues of over $1.7 billien by

37 The IO estimatas weré rebalanced to reflect the change In worker wages and subsidizs/
transfers to the child care sector by government since the 1Q year of 2010. For example, the
10 estimates were adjusted to reflect the higher wages inclodedin the $10aDay Plan, which
lowers the employment multipiier.
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2025 These revenue changes flow through the provincial economy, resulting in higher
GDP and employment.®

A 2020 - 2025 2030°
Operational: revenues . - T e
: ' B _ $2015 millians _
Product subsidies 1,143.1 1,867.9 1,868.4
Gross fees ' -196.0 _ 1608 -160.:8
| Other sales -0.6 44 44
Total revenue 946.5 1,711.5 1,711.9
Including: Regulated (non-profit, private, famity) and unregulated { license-not-required and home child

care},

The change in the level and mix of income has different effectson different parts of the child
care system. Using direct, indirect and induced IO multiplers to calculate the effacts foreach
sub-sector, the net directimpact on GDP at basic prices s an increase of approximately $1.5 bil-
lion by 2025, and the impact stays near that level through 2030 (see Table 3.2). Throughout
the implementation pericd, the increasing participation of children in child care results in a
related increase in other purchases, such as equipment, food, et¢. The resulting net indirect
impact on the economy via these purchases is $300 million, Since most of the costs associated
with child care are related to labour costs, the indirect effect is retatively small. The induced
effect reflects the increase in labaur income associated with the direct and indirect effects.
Since labour is a large component of overall child care costs, the net induced effect is quite
large campared with other industries,

Operattonal: GO 2020 2025. 2030
at basic prices $2015 millions
Direct 848.7 1,496.9 1,497.3
Indirect 1723 : 300.3 300.3
Induced ' 358.5 ! 644.2 644.4
Total 13795 2,441.4 | 24420
: |
Including: Regulated {non-profit, private, family} and unregulated {license-not-required and home
child care}). |

38 By design the projected number of child care spaces and attendance are left at 2025 levels, when the
full implementation is achieved, in order to highlight the short-term effect on the economy from the
implementation and operation of the Plan,

39 The impact estimates are in real 2015 dollars and only reflect the impact on the B.C, economy. There
are spillover effects into other provinces that are notinduded.
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The injection of money into the child care sector for the operation of the larger system will
also resultin more employment. Using direct, indirect and induced IC employment multipli-
ers, the employment effects can be calculated.® There are estimated to.be 15,400 net new
workers via the direct employment effact, as shown in Table 3.3, as a result of the increase
in spending and activity for the operation of the new child care system. Employment will
increase by an additional 4,200 workers via the indirect effect as suppliers respond ta the
increase in demand from the chiid care sector by expanding their production. The increasein
spending by househalds as a resultof the direct and indirect channels will boost employment
by an additional 4,900 by 2025. Overall there is a gain of 28,600 jeobs for the B.C. econamy
from the impact on the provincial economy from the increased spending asseciated with

the operaticn of the new system.

2020 2025 2030
Operational: Employment
_ _ (FTE)

Direct 10,900 15400 | 19,400
Indirect 2,400 4,300 4,300
Induced 2,700 4,900 4,900
Total 16,100 28,600 | 28600
Including: Regulated (non-profit, private, family) and unregulated {license-not-required and home
«hild care).

In addition 1o the impact on the economy from the operation of the new system, there wilf
be additional stimulus via the needed construction expenditure. The impact is summarized
inTable 3.4.The total GDP impact is in the range of $28.8 million, which reflects leakages cut
of the provincial economy from this activity compared with the expansion of the child care
services. The employment effect is 340.

40 Simitar to the rebalanced of the [0 GDP impact estimates made necessary by the large changesin
subsidy/transfer payments, the employment multipliers also need adjustment hecause of the much
higher wages proposed by the $i0aDay Plan of between $20-and $30 per hour. Higher wages mean
the direct job multiplier per dollar spent will be l2ss than the 10 estimates provided by Statistics
Canada for 2010,
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N . -
$2015 millions
Construction spending 335 : 335
GDP at hasic prices 52015 millions
Direct . 14.1 %4.1
Indirect 8.0 80
Induced “ 6.7 6.7 ;
Total . 28.8 2838
Employmént FTE.’
 Direct | 190 | 190
Indirect 90 S0
Induced a0 60
Total 340 - 340

Each child participating in child care Is expected te result in 0.272 mothers working full time
(using 0.5 FTE per part-time job)." This rate of work is below what was found by Baker et
al., but it alfows B.C. to catch up to the employment rate evident in Quebec in recent years.
This is a very conservative assumption because the B.C. child care system is projected to
provide for a larger share of children than is currently provided in the Quebec system. Table
3.5 summarizes the estimated impact from the direct increase in mothers‘labour supply and
the follow-on increase inhousehold expenditures, projecting an increase of $1.959 billion by
2025 ($3.601 billionifthe 0.5 mothers per child in child care found byBakeretal.in Quebecis
used). The bulk of the increase is realized from the regulated sub-sector owing to the increased
utilization and the expansionin the non-profit sector. There is a small negative impact on the
overall labour supply effect as the unregulated child care providers are partly crowded out.

2020 2025 | Zoso

| GDP at basic prices . | .
($2015 millions) 995.2 19588 19588
Employment (FTE) 12,600 24,800 24,800

41 Based ori the literature an mothers’ lebour supply effects, the impact on mothers’labaur force and
hours worked would be targer than the increase in empleyment, In this analysis only the impact-on
empioyment was used and the impact an labour force and hours were not estimated.
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There are a nurmnber of otherfactors that will influence the econcmy as a result of the-expan-
sion of the non-profit child care system, and their impacts are summarized in Table 3.6, There
will be a reduction in government spending resulting from lower rates of grade retention,
special education and teacher turnover. While these effects will benefit the government's
budget balance; they will cause negative effects on the economy via multiplier effects from
reduced provincial education spending. Including the direct, indirect and induced effects
the net impact on GDP is $32.6 million by 2025, rising to $49.6 million by 2030. The negative
impact on employment is 400 by 2025, rising to 600 by 2G30.

The large declitie in child care fees will have an impact on household budgets. Parents who
already have children participating in chiid care will receive a major boost ta their household
disposable income, Also, there wifl be a net gain to parents who shift from the informal to
the regulated child care sector. These gains will be partly offset by parents shifting from
relatives at an effective cost of zero to the requlated child care system. On balance, there is
anet gain to the household sector of around $260 million. These gains will flow through the
economy in an analogous way to the induced effect described above, causing a boast to
GDP of approximately $170 million by 2025 and creating 1,700 jobs.

;,Emv
_ 1' 2020 2025 2030
Reducet_-i education spending {$2015 millians) -11.6 -24.6 -37.4
| GDPimpact (52075 milions) . -15a4 326 -49.6
Jobs impact (FTE) . 200 400 600
Reduced social assistance spending {$2015 miifions) | -42.4 -82.6 -82.6
GDP at basic prices L 72 -14.0 -14.0
Jobs impact {FTE) -100 -100 -100
Household budget effect (netimpact $2015 millions} | 269.5 25%.0 259.0
GDP impact {52015 millions) 179.1 1721 1721
Jobs impact (FTE) 1,800 1700 | 1,700
redaciity movesshenism
GDP impact- {52015 millions) i056.3 12328 1258.2
Jobs impact {FTE) 12,200 14,200 14,500

There are also productivity, turnover and absenteeism effects that increase business profits,
but the impact on GDP will depend on whether or not those additiorial profits are spent
in the provincial cconomy. A best guess of the impact’is constructed by assuming that
that 37.5 per cent of this gain is directed toward higher employment and 37.5 per cent for
higher investment (of which 34 per cent is machinery and 66 per cent constriction), and
the remaining 25 per centis used to pay higher dividends and corporate income taxes and
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Increase retained earnings. In this case the result will be an increase of over $1.2 billion in
GDP and over 14,000 jobs. However, these effects do not include the impact an the business
income via higher GDP from the other stimulus channels.

Given the magnitude of the program, there s a sizable Impact on the provingial econarny from
all of the above channels including the stimulus from the increase in government spending,
mothers'labour supply effect, the preductivity channel, etc. As summarized in Table 3.7, real
GDPin rises by $5.787 billion by 2025 and $5.768 billion by 2030, Compared with the most
recent C45E B.C. provincial outlook, GDP is projected to increasé by approximately 2.0 per
cent by 2025, and 1.8 per cent by 2030. There is also a large impact on employment from all
of the above channels, with overall 8.C. employment increasing by around 69,000 jobs by
2025 through 2030, which boosts B.C. total employment by 2.8 per cent by 2025, and 2.7

per cent by 2030,

_ 2000 | o2eas - | 2030

(T;)Ztgzg?;;l?gﬂi;: ¢ . 3,616.4. 57874 :5',._767.5

% of GDP 1.3% 2.0% 1.8%

Total employment impact 42,700 69,100 68,900

% of employment 1.7% 2.8% 2.7%
Employment multiplier -

Child care 14.0 15.3 | 153

Construction 10.2 10.2 |

Total i 36.3 36.4 36.9
GDP multiplier -

Operations 1.2 1.3 13

Construction 0.2 0.9

Total 33 3.0 3.1
Source: C45E BC Qutiook, and celculations by author,

Given'the various channels that affect the economy cutside the typical input-outputimpact
assessments, the multiplier effects are quite large. The GDP multiplier is estimated at 3.0
and the employment multiplier for 2025 is 36.4 jobs per miltion dollars, which includes the
impact associated with the projected reduction in education and social assistance costs
for government as well as the projected benefits to.employers from productivity increases
and reduced employee turnover and absenteelsm. Notably, the exact muitiplier can vary
depending on the assumptions made regarding the productivity effects, the size of the social
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assistance effact and whether or not the corporate profit channel is included. Assumptions
about the iatter were nét included In order to estimate conservatively®

tn [ight of the plan's scale and potential impacts, it should be rolled out slowly so as not to
exacerbate short-term inflation and cost pressures and to ensure that sufficient numbers of
qualified ezrly childhiood educatars are available so the program delivers quality child care,
Given that the plan includes a very [arge supply effectvia mothers'labour supply, the risk of
‘an inflationary erosion to the gains of the $10aDay Plan are reduced,

Table 3.8 summarizes the estimated impacts on overall government expenditures arising
from implermentation of the $10aDay Plan. Overall, net government spending is projectedto
increase to $1,794 billion by 2025, andfalling tc $1.748 billion by 2030. These estimates include
the potential savings to government via reduced social assistance and education spending.

On the other hand, Table 3.9 summarizes the estimated impacts on government revenues

using the conservative assumptions discussed above. Overall, net government revenues are
projected to increase by $1.952 billion by 2025 and $1.933 billion by 2030.

Increase in government spending ‘ y — 1 2039,
_ $2015 mitlions
Construction spending 33.5 335 0
Total subsidies - S __—1?1»; ) 1,8679 1,568.4 !
- Sp_e_nc-jing' inc]uding canstruction 1,176.6 ; 19015 1,868.4 |
Reduced education spending -11.6 -24.6 -37.4
Reduced social assistance -42.4 -82.6 : -82.6
Tatal government spending increase 11,1226 1,794.3 1,748.4

2020 2025 2030
Increase in gevemment revenues
52075 millions
Construction spending 9.4 9.6 0.0
Child care operations 732.1 1,388.5 1,388.7
Reduced education spending -6.3 -13.86 -20.6
Social assistance -29 5.7 -5.7
Household budgetary effect 73.7 71.7 71.7
Productivity enhancements 4287 501.9 498.6
i_Tﬂfﬁ’_?_‘?f’_‘?ff_‘_f’f'?’?F revenueincrease | 12347 | 1824 | 18325

42  [ncluding the profit channel could boost the GDP and employment impacts by 0.2 per cent and
0.2-0.3 per cent respectively.
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Thus, the overall government sectors'budget is projected to achieve a surplus of $ 158 million
in 2025, rising to $184.2 million by 2025 and $201.7 million by 2035, as shown inTable 3.10.#

Lo _ 3020 - 2025
Government revenues less expenditures: = P —
. SR __ %2015 millions. . -
Construction spending -24.1 -239 0.0
| Child care operation -410.9 -479.4 -479.6
r Education spending 5.3 | 11.0 16.8
5ocial assistance spending 395 76.8 76.8 -
Other channels 502.4 5736 570.2
Total budé;etar'y batance impact 121 ““'I_-SBJ 184.2

Finally, it's important to highlight that the implications of the new program for the overall
government sector’s budgetary balance varies depending on the assumptions used. The
scenario outlined above reflects conservative assumptions. If, for example, the corporate
profit channel is included it would add around $300 million in total government sector
revenues by 2025. Mareover, if mothers enter the paid labour force at a rate similarto the
rate found for Quebec by Baker et al, the overall government sector's budget balance would
improve by an additienal $595.1 million.

Furthermore, a scenario under which parent fees are assumed to be $20 per day, ratherthan
the $10 per day proposed in the Plan, illustrates the potential trade-off between the cost of
the system to governments and parents and the extent of the socioeconomic benefits to
society. The anzlysis used results from the reform of the Swedish child care system over the
2001 to 2003 period, because it represented a change in fees in a simitar range in Canadian
dollar terms.

The results of the analysis are summarized in Appendix II. Both the $10aDay Plan and the $20
per day scenario are projected to realize positive government budget balances, although
the $10aDay Plan requires a higher leve] of direct government spending and contributes
$205 milfion less to the projected overall budget balance. However, the $10aDay Plan resuits
in a higher number of children utitizing child care, more mothers returning to-work and a
larger increase in overall GDP and jobs.

43 Overall government secter ingludes federal, provinefal, municipal and Canada Pension Plan.
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Based on the
assumptions eutlined
throughout this report,
the implementation
of the $10aDay Child
Care Plan is projected
to generate sufficient
overall government
sector revenues to
pay for the additional
government spending
required to build and
operate the system.

42

Summary of Key Findings

This study estimates the short-term socio-economic impacts arising from the
implementation and operation of the proposed $10aDay Child Care Plan for the
province of British Columbia.** The analysis considers several impacts on the
pravincial economy, including the economic effects from the constructian and
operation of the new system and the resulting increase in mothers’labour supply.
The analysis.also illustrates the impact on the government sector’s revenues and
expenditures.

In surmmary, based on the assumptions cutlined throughout this report, the
implementation of the $1CaDay Child Care Plan s projected to generate sufficient
overall government sector revenues to pay for the additional government spend-
ing required ta build and operate the system. The underlying assumptions are
conservative, particularly related to the projected increase in mothers'fabour supply.

This analysis also projects substantial benefits to employers and households
throughout the implementation period, and heyond. Full impiementation of
the $102Day Plan will have a significant and positive impact on GDP and jobs.
The increase to GDP is estimated at close to 2.0 per cent or $5.787 billion on full
implementation, which is more than 3.0 times the total cost increase to government
associated with the Plan {including bath construction and operational costs).
Increased employment on full implementation is in the range of 2.8 per cent, or
69,100 net new FTE jobs, which is an employment multiplier of 36.4 jobs per mil-
liori dollars of spending. Both of these multipliers are well above the beneafits the
province conventionally expects to receive from other Investments.

Moreaver, itis likely that these gains will provide particularly significant benefits to
lone mothers, and help many families to leave social assistance, which will reduce
income inequality.

The study also compared the economic imipacts of the $10aDay Plan to a scenario
that charges parent fees at $20 per day. Both approaches are projected to realize
pasitive government budget balances, although the $10aDay Plan requires a higher
level of direct government spending and the projected overall budget balance is
lower. However, the $10aDay Plan results in-a higher humber of children utilizing
child care, mare mothers returning to work and a larger increase in overall GOP
and jobs.

Although the analysis focuses on the near-term implications of the $10aDay Ptan,
research indicates that the benefits should increase over time, as children who
benefit from high quality, affordable child care enter adulthood healthier, better
educated and lesslikely to be involved in the criminal justice system— all of which

44 See www.10aDay.ca for more information about the $102Day Plan.
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contribute to higher earnings, higher tax revenues fof governments and reduced
government spending.

Finally, the analysis confirms that the projected benefits to government are shared
between the B.C. and federal governments. The province is responsible for child
care and the increased expenditures associated with the Plan, while the federal
government receives a higher portion of the revenues because of its generally higher
tax rates. Thus, it is reasonable to anticipate a cost-shared approach to financing
the $10aDay Plan, with the federal government contributing at a level that is com-
mensurate with its expected gain in revenues.
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This section contains an analysis of the short-to-medium benefits to children from quality early childhood

education and care (ECEC) that was used in the assessment of the impact on education spending. Costs of
providing ECEC, as well as hours, are estimated. The benefits via participating children are calculated. Benefits

to participants in early learning and their parents are calculated mainly using the same methodology as

outlined in Fairholm (2009). Higher educational quality in the new systern was taken inte account by adjusting
for child-staff ratios and the percentage of staff with an early childhood education degree.

44

_ High Scope/ Chicago Caralina
Costs and beriehts Perry Preschioal Child-Parent Centres Abecadarian
per participant (per participant, present value, 2002 constant dollars, 3% real discount rate)
Program costs 15,844 7,384 35,864
Program benefits 138,486 74,981 135,546
Child care 946 - 1,829 -
K12 education savings 8812 5377 8,836
Child welfare settings - o 8BS0 -
Adult education settings 363 R - -
College 11 13 -615 -8,128
Participant earnings 38,892 30,638 h 43,253
Smoking health - _ - 17,781
Crime savings 90,246 36,;02 -
Welfare savings 340- - 196
Maternal earnings, age 26 to 60 - - 73,608
Benefits/costs , 8.74 1015 3.78
Source: Temple and.Reynolds {2007)
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Benefits To Children

The benefits to children from ECEC are approximated through several steps. First, key results
from the Carolina Abecedarian program are selected for the estimation of ECEC costs and
benefits. Second, the above results are adjusted to réflect the Canadian situation. This is done
to make it possible to estimate benefits from quality ECEC to an‘average Canadian child rather
than a disadvantaged chitd in the U.S. (these benefits are called the “adjusted Abecedarian
benefits"). Third, adjusted Abecedarian benefits are converted to reflect B.C, ECEC benéfits
by making an adjustment for differences in ECEC quality. These quality adjustiments ate
undertaken for the current and proposed early [éarning system. Fourth, ECEC benefits are
converted to hourly terms.

Benefits from the Abecedarian Program

There are a large number of studies that have examined the benefits of quality ECEC, Studies
that follow a randomized experimental approach are the gold standard of research and
provide uniziased estimates as to the benefits of ECEC. Of the two main experimental studies
of ECEC costs and benefits, the Carolina Abecedarian study s preferable to the High/Scope
Perry pre-school study, since the Carolina Abecedarian study is more recent and analyzes
full-day rather than part-day ECEC. Some of the results of the Carolina Abecedarian pragram
are used to calculate ECEC short-term benefits via participating children (see Table A.2).

Participants’ Confrols™ |
Grade retention rate : ‘
. 31
(held back one or more grades) % 5%
Years in special education 1.0 15
Math score (Woodcack Johnson) 93 a2

Adjusted Abecedarian Benefits

The Carolina Abecedarian program deals with disadvantaged children, while B.C. ECEC deals
with all children. Since many articles have shown that disadvantaged children benefit more
from quality ECEC, the Carolina Abecedarian results are adjusted downwards. To determine
by how much to adjust the results downwards, estimates from Loeb et al. (2007) on ECEC
score increases for disadvantaged and all children are used (see Table A.3). Dividing the
average score increases for disadvantaged children (very low income) by the average score
increase of all children gives an adjustment factor of 0.55. The adjustment factar is applied
to the percentage achievement difference between Caroling Abecedarian participants and
controls. The resulting Abecedarian adjustments are listed in Table A4.
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The adjusted difference is then multiplied by Canadian data for the various resufts {retention,
ete.} and the resukiing value of a change in the results in order to give benefits per B.C.
participant (see Table A.4).This gives a slight underestimate of the benefits from ECEC since
the control group includes both participants and non-participants.

Math Verkal Average
Score increase—all 1.118 1.196 1.156
Score increase — very low income 2015 2.191 2,103

The benefits for all age cohorts from zera to five are calculated. The reduction in the need for
special education is significantly larger than the benefit from a reduction in grade retention
rates. These estimates do net include the benefiis associated with the reduction in criminal

justice and health costs and the increase in educational attainment and earnings associated
with quality child care participation in the early years, These additional benefits begin to
appear during the teenage years, but are most significant in adulthood.

Participants Control. ‘Difference : FE{JJL}StEd_
_ : Difference
Grade retention rate 31% 55% ~449% -24%
Yearsar_.. special 1 15 -339% 18%
education
Math score .
{(Woodcock Johnson) & 82 13% 7%

45 Source for grade retention rates: Guévramont et al. (2007), source for years of special education:
i ey tasboon.catvevvedo cumeantsisbout_usienvronminntal_scan 2007 /d0csf3-

T StudsnisGsGr 3t i
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This appendix contains a sensitivity analysis to illustrate the implications for B.C. from charging
parent fees at $20 per day rather than $10 per day.

Compared with existing fees, a reduction to either $10 or $20 per day represenits a significant
dropin child care fees for parents. For example, median fees were $995 per month for infants
and $925 per month for toddlers in 2015, A $10 per day fee represents a decling of 78.9 per
cent for infants and 77.3 per cent for toddlers, while at $20 per day, the decline in fees would
be 56 per cent for infants and 54 per cent for toddlers.*

There are a number of important considerations when modelling the alternative scenario.
First, the $20 per day scenario assumes that all families with lower incomes who would have
received full funding under the $10aDay Plan will also receive full funding in the afternative
scenario. Second, similar to the $70aDay Plan scenario, the analysis assumes that the B.C.
government will-fund sufficient regulated spaces for all children requiring child care. The
third key assumption is with respect te the price sensitivity of B.C. parents.

As discussed in Section 2,2 on the benefits te parents, Canadian parentsare very price sensitive
to changes in child care fees. Most Canadian studies show own-price elasticities of child care
utilization in the range of -1.0, which means that a 10 per cent increase in fees will lead to
a 10 per cent drop in the utilization of formal child care services. The high degree of price
sensitivity of Canadian parents is likely refated to the high fees they currently face and the
large share of their household budgets devoted to child care costs, Since these estimates of
own-price elasticity are calculated using existing fees, it is likely that they do not represent
the degree of price sensitivity of 8.C. parents when fees are much lower. For example, in
Quebec the demand for child care continued ta rise despite the increase in fees from $5 to
$7 per day in current dollars. Therefore, the sensitivity analysis considers the likelihood that
B.C. parents'price sensitivity will change once fees are lowered to the $10~$20 perdayrange
and rationing is eliminated.#

46 Using 21 days per month the monthly fee would be $210.at $10 per day and $420 at $20 per day.

47 The pointon'the demand curve will chiange when fees are $10 per day compared with $45, so the
marginal change in demand will be different for the same percentage change in prica. Typically
demand curves are more price inelastic at low prices, and mote price efastic at high prices.
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In Quebec’s case, it is not clear if all excess demand has been eliminated, se it is difficult to
estimate price elasticity in this low-fee scenario and apply it to B.C. Therefore, the analysis
reviewed the international research for evidence from countries that experienced reforms at
a similar price point and child care utilization rate as the proposed difference between the
$20 and $10 per day child care. And, in order to exclude the [owest family income quartile,
the analysis requires an examination that differentiates demand by family income fevels. The
results of this review highlighted the Swedish reform of 2002-2003, and sorme of the analysis
associated with that reform.®

Lunlin et al. {2007) estimated the average hourly child care fee before and after the reform,
Translating this estimate into Canadian dollars using the Canada/Swedish exchange rate
in 2001 and 2003, ahd the average hours of care of 9.2 haurs per day, produces a Canadian
daltar fee per day equivalent of $20.34 before the reform and $10:67 after the reform in
current dollars. Brink et al. (2007) estimated the respense of different inceme cohorts to the
reforms.They found that the lowest quartile experienced the largest impact, and the impact
on those in the median cotiort was smalter. The upper quartile did not experience asignificant
response to the change in parent fees. Using Brink et al’s estimates, the price elasticity was
calculated to be in the range of -0.1 1o -0.12 for child care utilization.

Using the upper level of this estimate, and applying it to B.C's proposed universal child care
system with parentfees changed from $10 to $20 per day, suggests that an additional 21,135
new FTE stand-alone spaces wilt require capital funding from the provincial government by
2025, compared with the No Change scenario (or 9,050 less than the $10aDay Plan).*® As with
the $ 10aDay Plan, the analysis assumes that the average cost is $ 10,000 per space. With 2,348
new FTE spaces canstructed each year, total construction expenditures are $23.5 million per
yeat from 2017 t0 2025, Each year the construction expenditures will resultina $20.2 million
increase in GDP and 200 more FTE jobs compared with the No Change scenario. However,
the projected impact under the $10aDay Plan is highet, providing an additional $8.6 million
in GDP and 100 jobs per year through 2025.

To finance the operation of the new child care system, net new provincial government
subsidies totalling $1.414 billion are required by 2025, Overall revenue in the child care sector
by 2025-will increase by $1.528 billion compared to the No Change scenario. The resuft of
these changes.is an increase in provincial GDFP of $2.156 billion by 2025. An additional 25,500
FTE jobs are created as a result of the operation of the new child care system.

After including the other channels of stimulus — such ashousehold budgetary effect, mothers’
labour supply effect, productivity, turnover, absenteeism, education and social assistance
spending changes-——the full impact on GDP is.$5.061 billion by 2025, which represents 1.7
per cent of GDP. The employment impact is in the range of 61,000 and 2.5 per cent of total

4% The Swedish reform differentiated fees by income levels up {o @ maximum.

49  An additicnal 22,164 spaces are required compated with 2015 levels, but the estimated increase in
spaces for children 0-5 is 1,028 from the gain in overall child care spaces as per the 2015/16 Service
Plan, 5o the increase in spaces from the No Change scenario 15 21,135 or 2,348 per year from 2017 to
2025,

Scclo-Economic Impact Analysis of the $10aDay Child Care Plan for British Columbia

Page 80 of 81 FIN-2017-70728



employmentin 2025, As Table B.T shows, these results are lower than those projected under
the $10aDay Plan: GDP is lower by $727 miliion in 2025, and employment is lower by 8,200,

The above estimates do not include the potential gain from the profit channel, which could
increase GDP by $649.6 million and 7,500 jobs in 2025.

The impact on the overall government sector’s budgetary balance is summarized below
and compared to the impact under the $10aDay Plan. Both scenatios are projected to
realize positive overall government budget balances. However, the $20 per day scenario
will contribute an additional $205 million to the government budget balance in 2025, rela-
tive to the $10aDay Plan. Notably, direct government expenditures under the $20 per day
scenario—which includes the construction costs and operating subsidies described above,
offset by reduced education and social assistance spending — are $458 million less in 2025
than the expenditures under the $10aDay Plan.

Cleatly there are trade-offs between the $10aDay Plan and an approach that charges parent
fees of $20 per day. From the perspective of this economic analysis, one trade-off relates to the.
impact an the economy versus the impact on the government's budgetary position. Relative
to the $20 per day scenario, the $10aDay Plan requires a higher level of direct government
spending, and the projected overall budget balance is lower. On the other hand, the $10aDay
Plan results in a higher number of chikdren utilizing child care, more maothers returning to
waork, and a larger increase in overall GDP and jobs,

"$20 perday

" $10aDay Plan’ 1 Difference

Total GDP (52015 millions) 57874 5,060.7 -726.7

% of B.C.GDP ) 2.0% 1.7% -0.3%

| Total employment | 69,160 61,000 - -8,200
% of B.C. employment 2.8% 2.5% eéj.% _____

$2015 millions
Government spending increase _

1,794.3 1,336.1 -458.1

Tota! government revenue | 1,952.5 1,699.8 -252.7

Total government bu_dgeglf;ala'nce 158.1 363.7 205.5

Source: Calculations by authar and C45E BC Provincial Forecast
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