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Abstract

This study examines the annual investment required for universal, collectively funded childcare and long-
term care services, as well as adequate paid care leave and breastfeeding breaks to parents in 82 countries.
Simulations of policy reforms show that extending paid leave and breastfeeding breaks to all employed par-
ents (including those in informal employment) at an adequate level of pay would require about 0.3 per cent
of GDP of annual investment by 2035. Extending universal childcare would require additional annual invest-
ment of 1.5 per cent of GDP by 2035 over and above current public spending of 0.3 per cent. For long-term
care, the annual additional investment by 2035 would be 2.5 per cent of GDP, over and above current public
spending of 0.6 per cent. Such care investments could also provide powerful economic stimulus, creating up
to nearly 300 million jobs by 2035, and recouping some of the investment through increased tax revenue.

JEL classification: C67, H51, J16

Keywords: maternity leave, parental leave, childcare, long-term care services, care economy, social infrastruc-
ture, economic stimulus, investment, input-output analysis, gender equality, sustainable development goals
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Key findings

e Funding high-quality universal care provision is an investment in the care economy and social infra-
structure, with long-term and wider benefits accrued beyond their direct users.

e Notonlywould care investment address care needs, it could also provide a powerful economic stimulus to
help deal with the aftermath of the COVID-19 pandemic, which saw many jobs and livelihoods destroyed.

e Together with increased provision of paid care leave, such investment has gender-equalizing effects on
employment and caring roles.

e The estimations in this report simulate the annual investment costs and potential employment crea-
tion by 2030 and 2035 of instituting universal childcare, paid childcare leave, breastfeeding breaks and
long-term care services, covering 82 countries representing 87 per cent of the world employment and
94 per cent of the world GDP.

e Following ILO Conventions and Recommendations on maternity protection, workers with family respon-
sibilities, social protection and decent work as well as the UN 2030 Agenda for Sustainable Development,
policy parameters were chosen to close the country-specific childcare gap between the end of child-
care-related leave (maternity, paternity and parental leave) and entry into the school system, as well as
providing free formal long-term care to all those in need.

e Expanding paid childcare leave to each employed parent at an adequate level of pay (67 per cent of av-
erage earnings), as well as breastfeeding breaks, would require spending an additional US$269 billion
in 2030, and a further US$109 billion by 2035 (in 2019 prices), or 0.3 per cent of 2035 GDP across all re-
gions, ranging from 0.2 per cent in Asia to 0.5 per cent in Africa.

e Universal provision of childcare after the end of paid leave would require additional annual spending
of about US$1.6 trillion by 2030 and a further US$291 billion by 2035 (in 2019 prices), or 1.5 per cent of
2035 GDP, ranging between 1.1 per cent in Europe and 4.2 per cent in Africa.

e Universal provision of long-term care services to all adults and children with care needs would require
additional annual spending of about US$2.5 trillion by 2030 and a further US$578 billion by 2035, or 2.5
per cent of 2035 GDP, ranging from 1.9 per cent in Europe to 2.8 per cent in upper-middle- and high-in-
come countries in Asia.

e These investments could generate 280 million jobs by 2030, and a further 19 million by 2035, for a total
of 299 million jobs. Of these jobs, by 2035, 233 million (78 per cent) will go to women and 251 million
(84 per cent) will be formal jobs. Economies would be transformed in more caring ways, including with
employment in care services representing about 8 per cent of the total employment post-investment
(up from 1 per cent in 2019), closer to shares found in the Nordic countries that already have near-uni-
versal provision.

e By 2035, employment rates would increase by 6.3 percentage points overall, ranging from 5.5 percent-
age points in Europe to 7.5 in Africa. Employment rates of women would rise by 10 percentage points
overall, ranging from 9 percentage points in Europe and lower-income countries in Asia to 12 percent-
age points in the Arab States.

e The gender gap in employment rates would fall by around 7.5 percentage points in all regions, and
would close almost completely or become negative in a third of the countries studied.

e By 2035, GDP would be higher than its projected baseline by 3.6 per cent across all regions and by up
to 6 per cent in Africa. Tax revenue from increased earnings and employment would rise as well, reduc-
ing the total funding requirement of care policy packages from 4.2 per cent of GDP (before taxes) to a
net 3.2 per cent of GDP (after taxes).

While transformative benefits extend beyond financial concerns, funding the investment beyond immedi-
ate tax revenue would require mobilizing diverse resources, from domestic progressive tax reforms that
increase the tax base (including social security coverage) to international cooperation on debt restructur-
ing and fighting corruption and illicit financial flows.
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» Introduction

The COVID-19 pandemic has laid bare the acute care crisis in most economies around the world, which rely
on unpaid care work and impose a heavy burden on women (ILO 2020). Investment in a care-led recovery
is not only necessary to address the care deficits around the world that pre-dated the pandemic, but also
to provide a powerful economic stimulus. A care-led recovery would also be more gender-equal than equiv-
alent investment in many other industries (De Henau and Himmelweit 2021).

Care services are a component of the so-called care economy and a form of social infrastructure due their
wide-ranging benefits, including making sure the population is healthy and able to function, and thus
participate in the economy. As such, care services require direct public investment to ensure quality and
sustainability of provision (De Henau et al. 2016; ILO 2018a). Without people being well looked after, an
economy cannot function and prosper, in the same way that without telecommunications and transport
means, an economy would grind to a halt. Yet in most countries, spending on education, healthcare and
social care services is not considered as spending on infrastructure, despite the wider benefits to society
such services provide beyond their direct users. Without support from the State, unpaid carers - an over-
whelming majority of whom are women - would not be able to access gainful employment and econom-
ic independence. Many governments are also reluctant to consider public spending on these services as
constituting an investment, unlike, for example, spending on construction projects (which ironically may
include the building of education and care facilities), despite both care services and construction projects
offering longer-term benefits to the economy. Childcare and long-term care services of high quality confer
educational, health and productivity gains that improve the well-being and quality of life of care recipients
as well as reduce any crisis spending down the line (Huston, Bobbitt, and Bentley 2015; UN Women 2019).

This study estimates the annual publicinvestment required to provide adequately paid individual maternity,
paternity and parental leave, extending current provision to each parent and to informal economy workers
in line with international labour standards and with a view to closing current policy gaps in legislation and
provision. It further examines the annual public investment costs of providing adequate free universal pro-
vision of both childcare and long-term care of high quality. It then simulates the short-term employment
benefits of such a package of investments. This work builds on previous work by the ILO on routes towards
achieving the 2030 Agenda for Sustainable Development and implementing social protection systems, in-
cluding social protection floors (ILO 2018a; ILO 2021a; Bierbaum and Schmitt 2022).

The study also builds on and extends previous work by Ilkkaragcan and Kim (2019) on simulating investment
in education and health and social care for 46 countries. In this study, the focus is on gender-equalizing
policies of paid childcare leave, breastfeeding breaks, childcare and long-term care provision. This study
presents estimations covering 82 economies from around the world, representing all regions, income lev-
els and welfare regimes (see appendix table A.1 for a full list of countries/territories). This represents, we
believe, the largest degree of coverage ever undertaken at such a level of detail on policy needs and public
spending related to the care economy. In total these countries and economies represented about 87 per
cent of the world’s employed population and 94 per cent of the world's GDP in 2019.

The study also simulates the employment effects that such investment would produce, using input-out-
put multiplier techniques to derive total employment creation and the effect on gender employment gaps
and tax revenue.
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» 1 Scope and conceptual framework

The conceptual framework follows from the seminal ILO report Care Work and Care jJobs for the Future of
Decent Work (ILO 2018a), which focuses on needs, based on evidence from the literature as to what con-
stitutes high quality universal provision of care. Since one of the main factors affecting the sharing of care
roles and greater gender equality in employment is the lack of public support for unpaid care work, a nec-
essary condition to address some of these inequalities is to remedy this care deficit with ambitious targets.
While the ILO (2018a) Care Work and Care Jobs report examined expansion policies for the care economy
more broadly, including provision of universal education at all levels and of healthcare, this study focuses
on a policy package that supports workers with family responsibilities, in particular those with day-to-day
care responsibilities for young children, as well as providing long-term care to support the autonomy of
disabled adults and the elderly.

Investing in the care economy ties in well with the 2030 Agenda for Sustainable Development and the ILO
Decent Work Agenda. It is central to the ILO Declaration for the Future of Work (ILO 2019) and the Global
call to action for a human-centred recovery from the COVID-19 crisis that is inclusive, sustainable and re-
silient (ILO 2021a). The 2021 International Labour Conference Resolution concerning the second recurrent
discussion on social protection (social security), which serves as a follow-up to the 2008 ILO Declaration
on Social Justice for a Fair Globalization, sets forward a framework for universal social protection and also
includes a reference to the care economy (ILO 2021b). These frameworks have been endorsed by govern-
ments, employers’ organizations and workers’ organizations from all over the world and are grounded on
international labour standards. “Large-scale investment in the care economy” is also a key transformative
measure of the UN Secretary-General's Our Common Agenda (UN 2021a) and, more recently, the Global
Accelerator on Jobs and Social Protection for Just Transitions initiative to accelerate the implementation of
the Sustainable Development Goals (SDGs) by 2030. The Accelerator will aim to create at least 400 million
jobs, primarily in the green and care economies, and contribute to extending social protection floors to
the people currently not covered by any social protection measure (about 4 billion men, women and chil-
dren) by 2030 (UN 2021b).

Taking a progressive approach, the modelling rationale for this study aims at building and strengthening
existing provisions to progressively set up a system of high-quality, affordable and comprehensive provision
of long-term care (LTC) services for children and adults with disabilities and older persons with care needs
as well as early childhood care and education (ECCE), together with expanded provision of adequately paid
childcare leave for both parents. For young children, the aim is to close the so-called “care policy gap”, de-
fined by Koslowski et al. (2021) as the difference (in months or years) between the end of adequately paid
childcare leave provided after the birth of a child and the start of an ECCE entitlement (when available) or
mandatory primary school age. For disabled and frail adults, the care gap to close could be seen as the
heavy reliance on long hours of unpaid care work by family members, which affects carers’ well-being, or
the absence of care altogether (unmet needs).

There are different views on standards of quality and affordability, including whether, for example, the
provision of care should be entirely free at the point of use or include small co-payments by users (either
capped or means-tested). Although there may be grounds for considering such differences, this study pri-
marily focuses on the total “costs” of provision, implicitly assuming that the provision of care will be free at
the point of use. ' ILO international labour standards usually follow an approach that is focused on achiev-
ing outcomes without being overly prescriptive on the chosen means so long as basic principles are met,

' As this study examines budgetary requirements, it looks at total costs of provision. If a country opts for services with co-payments
(for example, with subsidized fees), this would be considered as part of their revenue stream, as a mechanism to fund the costs (see
the discussion in section 5.3 on tax revenue).
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but for the purposes of this study, the rationale is to examine transformative collectively funded packages
of leave (time), rights, care-related cash benefits (income security) and services that, in combination, have
showed superior advantages over market-based solutions in terms of efficiency, quality and effectiveness
of care provision as well as employment creation (ILO 2018a; ILO 2021; ILO 2022). ?

Financing such spending may require increases in general taxation and social insurance contributions.
This paper does not examine the detailed country-specific tax reforms that may be necessary to fund the
full costs of provision, but discusses different options, in line with discussions happening more generally
around financing the gaps in social protection floors (Bierbaum and Schmitt 2022; UN Women 2019; Duran
Valverde et al. 2020; ILO 2020). However, at a minimum, the simulations in this study estimate the effect of
such care investments on short-term tax returns (based on existing fiscal systems). Therefore, this paper’s
main contribution is to simulate notional spending requirements (net of some of the tax revenue) on the
supply-side of services within the next 10 to 15 years with sensible yet transformative scenarios for universal
provision based on national priorities and population needs. The proposals are based on the assumption
that countries will strive to progressively meet those policy scenarios and time some milestones as “mini-
mum or floor steps” towards higher or faster coverage, according to national circumstances and based on
national tripartite consultations and the participation of representatives of paid and unpaid care workers
and women'’s and child’s rights groups and those who provide and receive care.

These transformative scenarios are benchmarked on a few well-performing countries at the global or re-
gional levels. Some countries have established high standards of provision either in regard to childcare,
long-term care or paid care leave, or all three. Therefore, each of the relevant indicators of high-quality
provision - for example, recipient-to-staff ratios - has been averaged across the top country performers to
develop the benchmarks for the simulation scenarios in this study. The precise list of countries used varies
by indicator, as detailed in the methods below.

These scenarios have been adapted for lower-income countries to take account of the local specificities on
costs, employment and wages, but wherever possible and justified, relatively homogenous assumptions
across the different economies have been utilized. For example, the international childcare literature on
both lower-income and high-income countries has shown the benefits of high-quality childcare that starts
early, which in all cases includes safety, a stimulating carer-child relationship, play-based learning, space,
resting time, healthy meals and well-trained staff (ILO 2021a; ILO and UNICEF 2019; Simeu et al. 2017; Britto
etal. 2017; Huston, Bobbitt, and Bentley 2015; Li et al. 2013). From there it is possible to derive quantitative
indicators of quality standards, such as low child/staff ratios and high wages that match the qualifications
at the degree level of the main childcare workers and are on par with teachers in schools (including provi-
sion for training to reach those levels).

Expanding such investment takes time and requires significant resources and planning. The costs and
employment effects are modelled for the year 2030, taking into account population changes. More trans-
formative scenarios close to universal high-quality provision have been simulated for upper-middle- and
high-income countries, and intermediate scenarios have been developed for lower-middle- and low-income
countries. Afurther expansion has been modelled for 2035, where scenarios for lower-middle- and low-income
countries are adjusted upwards to get much closer to those of the upper-middle- and high-income group.

The policy scenarios follow the Sustainable Development Goal (SDG) objectives and are inspired by ILO
Conventions and Recommendations on maternity protection, workers with family responsibilities, social
protection and decent work. They also take into account the findings of a major ILO report, Care at Work:

2 This study is not advocating for replacing all forms of social security cash transfers by services. The study does not examine disability
benefits or child benefits, for example. But it does examine care services. For these, the costing exercise is indifferent in principle as
to whether the service is delivered through cash transfers (such as family or long-term care benefits) to the care recipient, who can
then hire a personal care assistant, or through direct provision of care services (wherein the recipient would also be expected to be
involved in determining the nature and scope of these services).
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Investing in Care Leave and Services for a More Gender-Equal World of Work (ILO 2022), which provides a glob-
al overview of national laws and practices regarding care leave and services in 185 countries.

In a nutshell, the estimations consist in simulating the annual public spending requirement for providing
collectively funded 3 policy packages including:

1. individual childcare leave (maternity, paternity and parental) with durations extended according to na-
tional priorities and paid at full earnings or at least 67 per cent of earnings (based on the average wage)
for formal employees, and at least at minimum wage level or 45 per cent of the average wage for those
informally employed;

2. breastfeeding breaks of at least one fully paid hour per day for mothers returning to work after leave,
for a period of at least 6 months; 4

3. free, full-time, full-year, high-quality early childhood care and education (ECCE) provision in collective
settings to all children under primary school age (from the end of the paid leave period), with low child/
staff ratios and professional childcare personnel with a mix of qualifications reflected in their wages
(from at least above the minimum wage to primary school teacher wage or equivalent);

4. free, high-quality long-term care (LTC) to all children and adults, based on estimation of need prevalence,
with adequate recipient-to-carer ratios and a mix of qualified personal care workers paid at 75 per cent
of nurses’ wages and some with entry-level training paid at least at a rate above the minimum wage.

Justification for these parameters and imputation techniques are all explained in detail in the respective
method sections that follow.

Other than the annual investment required to achieve these ambitious targets, the paper also estimates
the labour market benefits of investing in care leave policies and care services as follows:

1. impact on direct employment in the care sector by gender (in full-time equivalents);
2. impact on indirect employment stemming from needing inputs from other sectors (also by gender);
3. impact on direct and indirect short-term tax returns from increased earnings and economic activity.

Since GDP is still the prevalent yardstick for comparison of economic activity between countries, the paper
also examines changes in GDP due to multiplier effects that relate to the different spending efforts and fiscal
returns. All estimations use 2019 as the reference year (for socio-demographic data and prices). However,
as the estimations are carried out for 2030 and 2035, the relevant population variables *> and real GDP ¢ are
projected to those dates to recalculate baseline employment, care spending and average wages. ” Average
wages follow GDP per capita projections. All other relative variables are kept constant as per 2019. For ex-
ample, employment rates are those of 2019, applied to a working-age population projected to 2030. Wage
rates in different industries and occupations are kept constant relative to the average wage as per 2019.

In sum, this study is an exercise in simulating the spending requirements and employment effects of the
care policy reforms relative to the baseline spending and employment in the scenario year, not an exercise
in projecting the change in spending and employment between 2019 and the scenario years. The simulat-
ed baseline scenario simply projects population by age group and GDP to the years of 2030 and 2035 while

3 This study estimates policy scenarios in which care leave benefits and services are funded only through contributory social insurance
or public funds (general taxation).

4 The World Health Organization (WHO) recommends that mothers initiate breastfeeding within one hour of birth, and that infants
be exclusively breastfed for the first six months of life, with continued breastfeeding, combined with other food sources, from six
months.

5 Derived from the UN Population Division's World Population Prospects 2019 database (UN 2019).

¢ Derived from the International Monetary Fund’s (IMF's) World Economic Outlook Database, October 2021 edition (IMF 2021).

7 GDP s projected to 2030 for each country extrapolating an 11-year trend up to the latest year of forecast in IMF (2021) - that is, the
2015-26 trend. The study uses a 16-year trend (2011-26) extrapolated to 2035.
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keeping constant the relative variables in the economy as they stood in 2019, such as relative prices and
wages in each industry, current care spending in proportion of GDP and employment rates and composi-
tion. With respect to the ILO (2018a) terminology, the 2035 results presented below could be interpreted
as the difference between the high-road and status quo scenarios’ effects, in which the status quo scenario
is the baseline, business-as-usual care spending and employment projected to 2035 if no policy reform is
implemented. The same holds for interpreting the 2030 results. In addition, 2030 in the model represents
either a high-road scenario for high- and upper-middle-income countries or an intermediate scenario for
low- and lower-middle-income countries.
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» 2 Childcare leave and breastfeeding

2.1. Identifying the gap in provision and eligible groups

Paid childcare leave provisions available to households and linked to the birth and care of an infant in-
clude maternity, paternity and parental leave (box 1). Entitlements and funding mechanisms vary widely
between countries, even between those with relatively well-established policies, such as European Union
(EU) Member States, as described in the ILO Care at Work report (ILO 2022). 8 In order to harmonize these
differences for the purpose of costing the expansion required, the study estimated a gap in provision be-
tween the current system and the selected scenarios based on weeks of paid leave available to men and
women at an average earnings equivalent.

» Box1
ILO definitions and frameworks for maternity, paternity and parental leave and breastfeeding breaks

Maternity leave is the woman'’s right to a period of rest from work in relation to pregnancy, child-
birth and the postnatal period. Maternity leave is a part of maternity protection which, as set out in
the ILO Maternity Protection Convention, 2000 (No. 183), ™ also includes entitlement to maternal
and child healthcare; prevention of exposure to workplace health and safety hazards for pregnant
and nursing workers; protection against discrimination in employment and occupation; a guaran-
teed right to return to the job after maternity leave; and breastfeeding breaks. Convention No. 183,
mandates a minimum leave period of 14 weeks for employed women - an increase from 12 weeks
in previous Conventions @ - which should be paid at a rate of at least two-thirds of the woman's
previous earnings by compulsory social insurance or public funds. The ILO Maternity Protection
Recommendation, 2000 (No. 191), further suggests that ILO Member States should try to increase
the period of maternity leave to at least 18 weeks at full pay.

Paternity leave is a care leave entitlement for fathers, which enables them to take a usually short
period of leave around the birth of a child. Just like maternity leave, paternity leave is sex-specific,
and it is often associated with providing help and support to the mother and the newborn around
childbirth as well as enabling fathers to bond with their baby and to share unpaid care work. The
2021 International Labour Conference Resolution concerning the second recurrent discussion on
social protection (social security) recognizes the importance of designing gender-responsive social
protection policies, including by fostering income security during paternity leave (ILO 2021b).

Parental leave tends to be a longer period of leave taken to care for the child beyond maternity or
paternity leave, and is typically available to one or both of the parents. Some countries now make
available gender-neutral leave schemes (with no distinction between maternity, paternity and paren-
tal leave) and provide non-transferable portions of parental leave to each parent. The Workers with
Family Responsibilities Recommendation, 1981 (No. 165), ® and Recommendation No. 191 ¥ both
contain provisions on parental leave. According to these Recommendations, a period of parental leave
should be available to either parent after maternity leave without relinquishing employment and with
their employment rights being protected. The duration and conditions of this leave period, as well

8 According to the ILO (2022), employer liability is a source of funding for maternity leave benefits in 45 out of 185 countries, especial-
ly in low-income countries; while parental leave is unpaid in 21 of the 68 countries with this entitlement or is paid by employers in 3
countries. The employer is the most prevalent source of funding of paternity leave, with 61 out of 78 countries offering this entitle-
ment having employer liability systems.
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as payment and other aspects, such as the use and distribution of parental leave between the par-
ents, are not set by the Recommendations, but rather should be determined at the national level. ®

Breastfeeding arrangements help women to breastfeed or express milk at the workplace for a
period after returning to work. Convention No. 183 sets out that women workers should be provid-
ed with the right to one or more daily nursing breaks (or a daily reduction of working hours), which
should be counted as working time and remunerated accordingly. The period during which nursing
breaks or the reduction of daily hours of work are allowed, their number, the duration of nursing
breaks and the procedures for the reduction of daily hours of work shall be determined by national
law and practice (Article 10).

(1) Other relevant ILO standards are the Social Security (Minimum Standards) Convention, 1952 (No. 102), and the ILO
Social Protection Floors Recommendation, 2012 (No. 202).

(2) Other relevant ILO standards are the Social Security (Minimum Standards) Convention, 1952 (No. 102), and the ILO
Social Protection Floors Recommendation, 2012 (No. 202).

(3) Article 22.

(4) Article 10(3-4).

(5) Recommendation No. 191, Para. 10(3), and Recommendation No. 165, Para. 22(2).
Source: ILO 2022.

Obviously when closing the childcare policy gap, the length of the leave expansion will depend on the choice
of the start of any ECCE entitlement, which in many countries also needs to be decided. The ILO Care at Work
report estimates that an average childcare policy gap of 49.8 months (or 4.2 years) is found among the 175
countries with data available, with broad national, regional and income group variations (ILO 2022). With
the aim of closing national care policy gaps through transformative packages of care leave and services,
this study costed paid leave expansion so as to cover at least the first year of the child’s life. However, this
is not a prescriptive policy. Countries can modulate the starting age at which children enter ECCE based on
their national priorities (for example, a shorter leave period with ECCE from 6 months onwards). The simu-
lations of ECCE entitlement for children aged 0-2 years have been deliberately left open to different combi-
nations of leave and childcare services, as discussed below in Section 3 on childcare. The costings for both
paid leave and ECCE allow for some overlap between the two. The employment effects of the leave policies
should be considered in conjunction with that of childcare investment, in that together they are expected
to avoid discontinuities in mothers’ employment trajectories (Kleven et al. 2019).

The main two elements required for simulating the paid leave expansion are:

1. the size of the eligible employed population; and
2. the average earnings of eligible parents/potential parents.

Typically, the size of the eligible population would depend on legal frameworks (for example, the qualifying
period of the employment contract; whether self-employed are eligible), as well as employment rates and
birth rates in each country. In the model for this study, eligibility is extended to all potential parents who are
gainfully employed, including those in the informal economy. This implicitly assumes no qualifying condi-
tion of employment duration. The study does not estimate the size of the population of employed parents
based on the current employment rate of mothers, given the endogeneity of their employment situation
to the existence of adequate provision of leave (and also of ECCE), as noted above.

For costing purposes, one needs the size of the eligible population prior to the birth of the first child. For fa-
thers this is taken by their actual employment rate, which is often higher than for childless men of the same
age and unlikely to change after the implementation of the leave reform (Kleven et al. 2019). For mothers,
the study uses as a proxy the employment rate of women of childbearing age (15-54) without children.
The rationale is that with better leave entitlements (followed without a gap by childcare provision), mothers
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will not need to drop out of the labour market (or reduce their working hours), and so their employment
pattern will resemble their pre-birth pattern, which is taken to be similar to that of childless women of the
same age (Kleven et al. 2019). In a few countries the presence of children cannot be estimated, so the study
uses the overall employment rate of women of childbearing age.

The study draws a distinction between formal employees, formal self-employed workers and informal em-
ployment (whether as an employee or self-employed). The modelled care leave provision assumes that
both formal employees and formal self-employed persons will receive a proportion of their employment
income while on leave, and the assumed employment income of self-employed persons would be estab-
lished at the average wage across all employees (hereafter AW). ° Despite the different natures of materni-
ty, paternity and parental leave, the same wage replacement rate as that of maternity leave is assumed for
parental and paternity leave, since income earning is suspended for all leave takers, including men. The
underpinning reason is based on data on care leave uptake by fathers and literature on the role of policy
incentives, including on the level of paternity and parental leave benefits, in promoting men'’s leave partic-
ipation. As men tend to be over-represented among higher paid workers and still suffer stigma for leave
uptake, adequate replacement rates would be necessary for gender-transformative policies that provide
financial incentives for men to take leave and better share in unpaid care work. '

It is further assumed that workers in the informal sector would receive a minimum flat-rate benefit, as-
sumed to be equivalent to the minimum wage, if it exists, or otherwise set to 45 per cent AW (as this is the
level at which minimum wages often lie, where they exist, in the sample of countries used in the study). "
This aims to reflect the need to improve working conditions for those in the informal sector without incen-
tivizing the reliance on informal employment over time and while facilitating workers' transition from the
informal to the formal economy and toward similar levels of income replacement as formally employed
parents (ILO 2016; 2021c).

The rationale for using the average wage (AW) rather than actual individual wages for the calculations of
earnings replacement rates is two-fold. First, there are data modelling restrictions: it is difficult to estimate
accurate wage data for individuals whose employment needs to be estimated, given the current endoge-
neity of female earnings to employment. Second, using the AW enables quantitative comparisons of legal
differences. In some countries certain childcare leave benefits are paid at a flat rate (such as in Australia and
France for parental leave); while in other situations benefits are paid as a proportion of individual earnings
(most countries for maternity leave) - sometimes with a ceiling (many European countries) and in some
cases with decreasing replacement rates over time (such as in Belgium and the United Kingdom of Great
Britain and Northern Ireland). Since the aim is to estimate the gap in provision and to cost it, the different
systems of payment and duration are converted into a harmonized indicator of weeks paid at 100 per cent
AW equivalent. That is, the duration of leave is weighted by the average payment by public funds in pro-
portion to average earnings. In the case of proportional payments with a ceiling, if the ceiling is lower than
average earnings, this will be reflected in the calculation (see below for a few examples).

Costings are done separately for maternity, paternity and parental leave benefits, but the types of leave are
also aggregated for each parent given that in some countries the “parental leave” period is not fully distin-
guished from the period of payment for a “maternity leave” per se (for example, in Australia, Norway and
Sweden). Moreover, the simulations only consider paid childcare leave provision that is afforded by social
insurance and public schemes, excluding any provision paid for by employers. Given the focus on budgetary

9 "Average wage” is here defined as the average monthly earnings of all employees (both formal and informal; part-time and full-time).

1 For more information see Chapter 3 of ILO 2022.

" Proposed paid leave scenarios for workers in the informal economy are based on the ILO Social Security (Minimum Standards)
Convention, 1951 (No. 102): Periodic payment for maternity benefit: at least 45 per cent of the reference wage (Art. 67). Convention
No. 102 refers to extending maternity benefits to “all women in prescribed classes of economically active population, which classes
constitute not less than 20 per cent of all residents” (Art. 48). Similar to the rationale explained for workers in the formal economy,
the same replacement rate is assumed for parental and paternity leave for men in the informal economy. Note as well that, as this
exercise focuses on aggregate costings, the implementation challenges of providing cash transfers to informal workers are not ad-
dressed here, but they are nevertheless important to consider when applying these transformative scenarios in practice.
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requirements rather than effective take-up, it is assumed that, in addition to maternity and paternity leave
and to individually reserved parental leave periods, the remaining paid parental leave period that can be
shared between parents is shared equally, even though in practice those periods are almost always exclu-
sively taken up by mothers (Koslowski et al. 2020).

Here are a few examples of what this harmonizing method means for the total paid childcare leave avail-
able to mothers:

e United Kingdom: 6 weeks of maternity leave at 90 per cent AW without ceiling, followed by 33 weeks
at a low flat-rate (about 26 per cent AW); no paid parental leave. Moreover, employers only recoup 92
per cent of this from the State. So all in all, this is equivalent to 13 weeks at full pay at average earnings
(=(6x0.9+33x0.26) x 0.92).

e Denmark: 18 weeks of maternity leave paid at full earnings up to a ceiling worth 73 per cent AW, fol-
lowed by 32 weeks of fully paid parental leave (with no father’s quota, so it is assumed to be shared
equally) up to a ceiling of 79 per cent AW. 2 This is equivalent to 26 weeks at 100 per cent AW (= 18 x
0.73+16 x 0.79).

e New Zealand: 26 weeks at 100 per cent AW up to a ceiling that is about 50 per cent AW (and no paid
parental leave). This is equivalent to 13 weeks at 100 per cent AW (= 26 * 0.50).

Itis acknowledged that offering, say, 15 weeks of maternity leave at a 100 per cent replacement rate is not
the same for the recipient and their family as offering 30 weeks paid at 50 per cent, in terms of career im-
pact, loss in daily earnings, time to care, etc. (and not all countries offer the flexibility of choosing between
multiple options anyway). However, for budgetary purposes, which is what this study is focusing on, the
two options would cost the same amount annually.

Table 1 shows the current average offer of paid childcare leave to formal employees and formal self-em-
ployed for different regions of the world. It shows the total leave available for mothers (when maternity
leave and the period of parental leave available to mothers are added up) and for fathers (same). The to-
tal period is weighted by the AW as illustrated in the examples above. On average across all regions, for-
mal employee mothers receive the equivalent of 16 weeks of fully paid childcare leave at 100 per cent AW
equivalent, whereas men only receive just under 2 weeks. Formal self-employed mothers only receive 4
weeks of paid childcare leave at full pay equivalent, while self-employed fathers receive less than a week.

» Table 1. Current provision of paid childcare leave by status of employment (weeks paid at 100 per cent AW

equivalent)
Employees Self-employed
Region Mothers Fathers Mothers Fathers
Africa 4.5 0.1 0.5 0.0
Americas 1.3 0.5 75 0.5
Arab States 0.0 0.0 0.0 0.0
Asia Lower 16.9 0.2 1.3 0.1
Asia/Pac. Upper 19.0 2.1 0.3 0.1
Europe 25.7 9.4 20.2 6.5
All regions 16.2 1.8 3.8 0.8

2 Collective agreements - which a majority of employees are covered by - generally top-up the difference (for both maternity and pa-
rental leave), but for the purpose of public costings this study only retains the mandatory insurance-covered/public provision of ex-
isting systems.
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Note: Regional average weighted by countries’ share of regional employed population in 2030. Reference year is 2021 for legal
systems. “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only. Childcare leave is the sum of maternity leave and paid parental leave
available to mothers, or the sum of paternity leave and paid parental leave available to fathers, both measured in 100 per cent
of average wages equivalent (non-reserved leave period is split equally).

Source: Author’s calculations.

Existing paid care leave available in each of the 82 countries in the study is measured in weeks paid at 100
per cent AW equivalent. In line with the principles of international labour standards, schemes paid for by
the employer (employer liability) were excluded, as this system is not considered “a collectively funded” pro-
vision, which might pose challenges in terms of coverage and compliance. Even if the leave payment was
mandatory, employers might still be reluctant to hire female employees to avoid the extra cost.

In Africa, only three countries (out of the 13 covered in this study) provide the equivalent of 14 weeks of fully
paid leave to female formal employees (Cote d'Ivoire, Senegal and Tunisia); while more populous countries
such as Ethiopia and Nigeria offer no maternity leave benefits that are covered through social insurance,
which explains the low weighted average of the region in table 1 above. No country in that regional sample
offers fathers two weeks of paid leave; while provision for the self-employed is very limited. Note as well
that for most African countries, even where public provision exists, the coverage of qualifying employees
is very small given the large expanse of informal employment (in some cases greater than 90 per cent), for
which - by definition - no mandatory social insurance provisions exist. '3

In the Americas, the provision of leave for mothers is higher, but the aggregate results remain low be-
cause the United States of America, a country with a large population, offers no social insurance-based
paid leave to mothers. Also, only Canada and Colombia offer employee fathers a paid leave of two weeks
(at 80 per cent AW).

In the Arab States (which in this study refers only to Saudi Arabia), no social insurance-based provision exists.

In Asia and the Pacific, 10 economies out of the 22 sampled for that region do not provide maternity ben-
efits through social insurance. Paid leave provision for fathers barely exists in this group either, with only
four (high-income) countries - Australia, Japan, Republic of Korea and Singapore - offering a minimum of
2 weeks paid fully. Both Japan and the Republic of Korea offer nearly equal care leave for employee moth-
ers and fathers.

Europe offers, on average, far longer periods of paid leave to mothers, around 26 weeks, as well as 9 weeks
to fathers (at 100 per cent AW equivalent). This masks a wide range of paid leave schemes for mothers
among countries, from more than 50 weeks in Bulgaria, Romania and Estonia, to fewer than 14 weeks at full
pay equivalent in Malta, Switzerland, Ireland, Turkey, Cyprus and the United Kingdom. In this latter group,
either the employer is expected to foot a large proportion of the bill (Malta) or the payment is low relative
to the average wage (United Kingdom).

More countries in Europe than in the other regions offer at least two weeks of paid paternity leave or pa-
rental leave reserved for fathers (again at full pay equivalent), but few countries offer equal or near equal
provision to both fathers and mothers. Only Spain and Iceland do so.

The gaps that need filling in each country reflect these existing provisions. Maternity leave policy scenarios
are based on the minimum requirements of the most up-to-date ILO standards on maternity leave, as de-
tailed in Convention No. 183 and Recommendation No. 191. Paternity leave policy scenarios are inspired by
the principles of Recommendations Nos. 165 and 191 as well as the 2021 International Labour Conference

* " Though some countries have established systems of voluntary contributions to social insurance funds for informal workers, these
rarely lead to significant levels of coverage, and rarely include maternity benefits (see ILO 2016; ILO 2021c).
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Resolution concerning the second recurrent discussion on social protection (social security). In addition to
the latter, parental leave policy scenarios are also inspired by the principles of Conventions Nos. 102 and
183 and Recommendations Nos. 165, 191 and 202. These scenarios are related to national care policy gaps
that countries will progressively fill by extending paid childcare leave provision at the household level, with
gender equality considerations.

Table 2 below shows how these different scenarios for maternity, paternity and the resulting parental leave
are combined for different countries. The principle behind these scenarios is that each country improves
its offer to reach the next target up. By 2035, the scenario achieved by each country in 2030 is then moved
up further to the next one, leaving only two groups: the two cells in the bottom row and the last two col-
umns of table 2 (thick frame).

P Table 2. Paid childcare leave scenarios for 2030 and 2035

Paternity leave

Target 1.
3 days at 100% AW if no

Target 2.
Region-specific best-
performing (13 weeks
at 100% AW), if above
previous

Target 3.
18 weeks at 100% AW if

paternity leave abowe previous

>

Target 1.
14 weeks at 67% AW if
below that.

Target 2.
18 weeks at 100% AW if

abowve previous

Maternity leave

Parental leave covering
50% of remaining
childcare gap (which is
19 weeks at 67%) with
total for:

Mother: 33 weeks at
67% AW

Father: just paternity (3
days)

Parental leave covering
whole gap (which is 34
weeks at 67% or 23
weeks at 100% AW —
split at 15 weeks for
mother and 8 weeks for
father).

Total leave is thus:

Mother: 33 weeks at
100% AW

Father 8.6 weeks at
100% AW

Parental leave covering
50% of remaining
childcare gap with total
for:

Maother: 33 weeks at
67% AW

Father: region-specific
paternity leave (1-3
weeks at 100% AW)

Parental leave covering
whole gap:

Mother: 33 weeks at
100% AW (= mat. leave +
15 weeks)

Father: region-specific
paternity leave + 8
weeks at 100% AW

This combination does
not exist

Parental leave covering
whole gap, but with
equal split of remaining
leave so total is:

Mother: min. 23.4 weeks
at 100% AW

Father: min 23.4 weeks
at 100% AW (or 18
weeks if existing leave
for mothers already
covers gap)

Note: For 2030, countries can target the scenarios found in either the blue or green cells; while for 2035, only the green cells of
the table are possible targets. Note that not all the parameters have been agreed upon by tripartite constituents. The scenari-
os are illustrative.

Itis important to note that these scenarios are established for the sake of costing budgetary requirements.
Each country will decide the favoured combination of leave for each parent and the start of universal child-
care, as discussed in Section 3. It is important to consider the balance between children’s needs, parents’
preferences and risks to parents’ careers and gender equality, including providing strong incentives for fa-
thers’ involvement in care provision. Although the leave period extends to about one year (combined) in
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the 2035 scenarios of this illustrative package of policies, in practice the leave period could be shorter: for
example, both parents may take significant portions of the leave together (such as the 18 weeks of mater-
nity and paternity leave, so the partner can help the mother recover), or the mother could return to work
after, say, 6 months, with either the child accessing ECCE services or the partner subsequently taking up
months of parental leave, or a combination of both, on a part-time basis. The scenarios here thus present
an upper-bound in terms of costings, with significant overlap expected with childcare provision.

2.2. Costing the gaps in provision

The annual spending requirement to fill the gap in provision of paid childcare leave is the product of the
following four factors:

1. number of annual live births;

2. employment rate of women and men aged 15-54 (split between each type of employment);
3. average weekly target earnings; and

4. coverage gap in fully paid weeks equivalent (gap between current provision and target).

Data for annual births and population by age has been taken from the UN Population Division’s World
Population Prospects 2019 database (including projections to 2030 and 2035). Employment rates and em-
ployment status are derived from micro-data for each country (labour force surveys or equivalent) and the
ILOSTAT employment database. Data on informal employment is given by micro-data and/or the ILO (2018b)
report Women and Men in the Informal Economy: A Statistical Picture. Data for monthly earnings and mini-
mum wages are compiled from different sources, mostly from ILOSTAT and micro-data 4, checked against
the Global Wage Report 2020-21 (ILO 2020).

Data on parental/maternity/paternity leave systems is taken from legal sources compiled by the ILO for
this study, including secondary sources (Koslowski et al. 2020; 2021).

The study assumes that the number of births per year gives a proxy for the annual number of mothers,
implicitly ignoring multiple births. The number of fathers potentially eligible for leave is a proportion of the
number of mothers in order to account for the greater prevalence of single mothers than single fathers.
The available micro-data was used to calculate this proportion as the ratio of fathers with children aged
zero to mothers with children aged zero.

Note that for five countries/territories in Asia it was not possible to identify the presence of children in the
micro-data (Hong Kong (China), Japan, Indonesia, Israel and Malaysia), and access to micro-data for four
additional countries was not possible (New Zealand, Kazakhstan, Singapore, Saudi Arabia). So, for these
nine countries, the proportion of fathers was imputed from the regional average (with Saudi Arabia taking
the average of Asia and the Pacific).

For each employment type (employee, self-employed, informal), the eligible population for paid care leave
is therefore:

e For mothers: the product of the birth rate, the employment rate of childless women aged 15-54 and
the share of the relevant employment status (employee, self-employed or informal employment) in to-
tal employment.

' See ILOSTAT.
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e For fathers: the product of the birth rate, the ratio of fathers/mothers, the employment rate of fathers
aged 15-54, and the share of the relevant employment status in total employment. '

For the five countries/territories where the micro-data did not have information on parents, the employ-
ment rate of men and women aged 15-54 was used as proxy. For the four countries with no micro-da-
ta at all, the study used the employment rate of men and women aged 15-64, which was taken from the
ILOSTAT database (ILO, n.d.).

Two scenarios were simulated, one for 2030 and one for 2035 (as per the scenarios in table 2). Note that
in both the 2030 and 2035 scenarios, mothers in informal employment are given 14 weeks of maternity
leave and a further 11 weeks of parental leave. Fathers are given 3 days of paternity leave and a further 8
weeks of parental leave. Again, for parental leave, these are illustrative scenarios, with some overlap ex-
pected with childcare policies, depending on national priorities.

2.3. Cost simulation results

2.3.1. Paid childcare leave expansion

Based on the scenarios illustrated in table 2 and the costing method explained in section 3.2, results for
costing the expansion in paid childcare leave are shown in table 3. The bulk of the costing stems from the
need to expand provision for fathers in most countries and to create some universal provision for those in
informal employment in low- and lower-middle-income countries.

» Table 3. Average cost of expansion of paid care leave by region of the world (2019 prices)

Breast-feeding Expansion of paid maternity, Eefcizté Expansion of paid maternity, pater-

breaks paternity and parental leave breaks nity and parental leave

2030 2030 2035 2030 2030 2035
Region millions US$ % GDP 2030 % GDP 2035
Africa 1149 12153 16 921 0.04 0.48 0.54
Americas 10 675 81704 147 981 0.03 0.24 0.39
Arab States nr 1306 2453 0.01 0.13 0.22
Asia Lower 1363 16 037 21744 0.02 0.18 0.19
ﬁ;igérp ac. 9590 69 731 92304 0.03 0.19 0.20
Europe 8147 57407 65553 0.03 0.22 0.23
All regions 31041 238338 346 957 0.03 0.22 0.27

Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only. Breastfeeding breaks scenarios for 2030 and 2035 are the same, so
only 2030 results are shown.

Source: Author’s calculations.

Across all regions, public spending would need to rise by about US$238 billion by 2030 and a further US$109
billion by 2035 to fill the gap in universal provision (in 2019 prices). This represents an average of 0.27 per

> Note that the employment rate of each gender is further disaggregated between two age groups to account for the difficulty of
identifying own children in labour force surveys (often it is the presence of children in the household, who can be siblings of young
adults). This study considers the employment rate of all men and all women for the age group 15-24; whereas for the age group
25-54, the study only considers the employment rate of men with a child aged 0-14 (“fathers”) and the employment rate of women
without a child.
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cent of 2035 GDP overall, varying from 0.2 per cent of GDP in Asia to 0.5 per cent in Africa. Results for
lower-middle- and low-income countries of Asia and Africa are comparable to those estimated by Duran-
Valverde et al. (2020) '® for universal maternity benefits packages of about 0.5 per cent of GDP required in
Sub-Saharan Africa and 0.1 per cent in South-Eastern and Southern Asia, representing 10 per cent and 3
per cent, respectively, of their total cost estimate for a universal package of the four social protection ben-
efits: children, maternity, disability and old age.

Figure 1 shows that for upper-middle- to high-income countries, the majority of the gap to fill comes from
formal employees. The Americas contrast with Europe, as the former requires a greater expansion of moth-
ers’ paid leave (dominated by the United States), while in Europe it is fathers’ leave expansion that contrib-
utes most to the costs among formal employees.

In lower-middle- to low-income countries in Africa and Asia, the bulk of the required additional spending
contribution comes from informal employment.

» Figure 1. Breakdown of total cost of childcare leave expansion by gender and employment status (by 2035)

2035

- llll

80%

60%

40%

20% I
0%

Africa Americas  Arab States  Asia Lower  Asia/Pac. Europe Allregions
Upper
B M employees B Femployees B M informal = Finformal m M self-employed ® F self-employed

Note: “Informal” includes both employees and self-employed that are informal. “M” stands for men and “F” for women. “Asia
Lower" stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands for upper-mid-
dle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation, Turkey and
Israel. Arab States include Saudi Arabia only.

Source: Author's calculations.

6 Albeit using a different methodology and different countries.
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Countries with spending requirements above 0.5 per cent of GDP are mostly in Africa, though Nepal,
Cambodia and Pakistan also require public spending well above 0.5 per cent of GDP.

Note that Bangladesh and Sri Lanka contrast with Nepal and Pakistan in terms of the expansion in per-
centage of GDP required, despite all four countries currently having no leave provision and similar rates of
informal employment and wage levels (in US$ purchasing power parity (PPP)). This is due to two factors.
First, the ratio of the average wage to GDP per capita is lower in Sri Lanka and Bangladesh (0.56 and 0.97,
respectively) compared to Pakistan (1.43) and Nepal (2.00). Second, the minimum wage in Pakistan and
Nepal is above two-thirds of the average wage, whereas it is only 12 per centin Bangladesh and 39 per cent
in Sri Lanka. This reduces the spending requirement on informal employment in the latter two countries,
by construction. The same explanation lies behind the relatively lower spending requirement in Ghana and
Rwanda compared to the other African countries.

Countries in Europe have more generous existing provisions of paid leave, although a few countries (Cyprus,
Israel, Switzerland and the United Kingdom) would still need to spend more than 0.4 per cent of their GDP
to expand their provision, mostly reflecting the less generous maternity leave currently provisioned for in
these countries compared to the remainder of the region. Note that in some countries, current provision
of paid childcare leave for mothers (in 100 per cent AW equivalent) extends well beyond the scenarios sim-
ulated in table 2. So, in many cases, closing the gaps could simply require a redesign of long and often
low-paid parental leave schemes, sometimes earmarked to mothers only, to be more equally shared and
better paid leave entitlements, without needing any additional spending. 7 This would be a welcome gen-
der-equalizing process.

2.3.2. Breastfeeding breaks

Although most countries do offer provision of paid breastfeeding breaks for employees of at least 60 minutes
per day, only three countries do so via the social insurance system (Croatia, Slovenia and Spain). Therefore,
it was assumed that all the other countries, even those providing breaks via the employer, need to budget
for 60 minutes per day for 6 months at 100 per cent AW to employee mothers. The study has assumed this
target to be reached by 2030. Total costs add up to about US$31 billion in 2030 for the whole world (table
3), which is about 0.03 per cent of GDP. Although 6 months are costed, it is expected that there will be sig-
nificant overlap between the childcare leave provision and breastfeeding breaks in countries with more
generous parental leave for mothers, so that the two budgets do not add up fully. '8

7 Cost estimations have discarded any “excess” leave over and above the simulated period in the scenarios found in table 2, although
that excess leave period could have been transferred to other groups (such as fathers or the self-employed) for costing purpos-
es. Instead, any leave needed for fathers and/or the self-employed or informal workers was costed fully so the total cost estimates
represent an upper-bound of budgetary requirements in countries already spending above the estimated cost of the scenarios for
mothers.

'8 This study does not attempt to estimate the extent of the overlap, and therefore the costings in table 3 represent an upper-bound.
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» 3 Early childhood care and education

Early childhood care and education (ECCE) services and programmes are broadly classified into two types:

1. early childhood educational development (ECED) programmes designed for children in the age range
of 0-2 years; and

2. pre-primary education programmes designed for children from 3 years of age to the start of primary
education (ILO 2018a).

Services available to parents can be either regular centre-based ECCE, licensed homebased ECCE or in-
home services (domestic workers). Hiring a domestic worker (in-home services) to care for a child may be
the preferred childcare option for infants and toddlers when publicly provided childcare is lacking or not
trusted. ILO research shows that a high reliance on domestic workers for care services is indicative of insuf-
ficient care service provision in countries (ILO 2018a). Therefore, the focus of this study is to model formal
childcare provision in centre-based or community settings (home-based professional childminders) - but
not in-home care work (nannies) - for both of the above age groups.

3.1. Parameters for a new model of universal childcare

Estimating the parameters required to provide universal full-time childcare of high quality is relatively
straightforward, based on the methodology developed by De Henau (2022). This work builds and expands
on the ILO (2018a) report Care Work and Care Jobs for the Future of Decent Work, which used a method de-
tailed in Ilkkaragan and Kim (2019).

The main parameters used for this simulation are:

e number of children to be enrolled/offered a place;

e opening hours per week and per year;

e staff pay and qualification (and provision for training costs);
e ratio of children per staff; and

e overhead costs.

The model of childcare services constructed here assumes group-based ECCE facilities, which can take var-
ied forms adapted to local contexts, such as small community settings in rural areas, school annexes in
urban centres, childminders’ houses, etc. Childcare workers’ wages are modulated according to their level
of qualifications, ranging from the wages of school teachers to those of professional childminders. Wages
are set to progressively increase as staff gain training over the years (see table 4 below).
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3.1.1. Target enrolment rates

Enrolment rates are distinguished between earlier ages (commonly termed as “early childhood care and
educational development” - ECED), often up to the age of 3, and “pre-primary” ages, from 3 up to entry
into primary school. " The age of entry into primary school varies between countries, with the majority of
countries studied having an entry age of 6. Eight countries have an entry age of 5; while 17 have an entry
age of 7. This will influence the costings, and the study did not adjust for this difference so as to keep these
national specificities.

Figure 2 shows an illustrative enrolment rate in each type of care provision by age of the child, for the 2030
and 2035 targets. To reflect different qualification mixes, the figure distinguishes enrolment in childcare
facilities by type of educational credentials: staff trained at the teacher level equates to ECCE and staff
trained at the professional childminder level (including homebased professional childminders) equates to
community childcare. 2° In practice both types of staff can operate in the same facility. It is assumed that
upper-middle- to high-income countries will achieve the 2035 target in 2030, as they will start with a more
developed childcare system. 2!

The modelled target enrolment ratios in ECCE and community care for 2030 represent 50 per cent of the age
group 0-2 years (75 per cent of the age group 1-2 years), which is in line with the assumptions in Ilkkaracan
and Kim (2019) and ILO (2018a). The target for higher-income countries is, however, more ambitious, at
60 per cent of the age group 0-2 years (90 per cent of the age group 1-2 years). As mentioned earlier, the
first year of the child's life, which is to be covered by paid leave, can be a modulated mix of leave and early
childcare provision, depending on the country’s and the parents’ priorities.

The target enrolment rate for the pre-primary group is 100 per cent, again in line with ILO (2018a); al-
though for lower-income countries the 2030 target is set at 90 per cent. This intermediate target would
still satisfy SDG target 4.2.2 of ensuring all children have at least one year in pre-primary settings before
entry into primary school. The other main difference between the 2030 and 2035 enrolment targets is the
mix of community and ECCE provision (or mix of qualifications within a facility), which will impact on wag-
es and thus overall costs.

" The remainder of this paper uses the following terminology for these two early age groups:
- From 6 months to third birthday: Referred to by the terms “ECED" or “0-2 years”;
- From age 3 up until entry into primary school: Referred to by the terms “pre-primary” or “3-5 years”; and
- Both groups taken together: Referred to by the terms “ECCE” or “childcare”. For example, ECCE workers or childcare workers re-
fer to those teachers and assistants working directly with children in ECCE facilities regardless of the children’s ages.
20 Forinstance, in countries such as Sweden, pre-school teachers attend university for three-and-a-half years; while childminders need
to complete a three-year secondary school programme that trains them to work with young children (ILO 2018a).
21 With the exception of South Africa, which is classified as an upper-middle-income country by the World Bank. In this study, South
Africa was reclassified as a lower-middle-income country (to reflect huge income inequalities) for the purpose of it gradually imple-
menting the 2030 and 2035 targets.
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» Figure 2. Target enrolment rates of children in each type of “care” by age

100%
20
80% 40
67
60%
92
40%
. l
- N
0-2y 3-by 0-2y 3-5y
2030 2035

W Unpaid family M Paid leave  m Community ECCE Centre-based ECCE

Note: “Unpaid family” refers to unpaid parental care (not employed).

3.1.2. Opening hours

The modelled provision of early childhood care is set to 40 hours per week for all countries, to reflect full-
time coverage, including commuting time. In practice, countries will differ in their average full-time work-
ing hours, especially in more agrarian economies, but by setting a 40-hour model, with implicit coverage
of 5 hours of commuting time, the study effectively assumes a norm of 35 hours per week of full-time em-
ployment for parents to converge towards over time.

The provision is also costed for 52 weeks, ignoring potential holidays. This is to overcome the problem of
lack of childcare provision available during school holidays in many countries that have school-based pro-
vision, such as kindergartens and preschools for children aged 3+.

3.1.3. Staff pay and qualifications

Other than the demographic composition of each country, staff pay and qualifications represent the most
important part of the variation in costs. As the ILO (2018a) Care Work and Care Jobs for the Future of Decent
Work report has pointed out, there are no firm guidelines on childcare staff pay, although the ILO (2014)
Policy Guidelines on the Promotion of Decent Work for Early Childhood Education Personnel establishes some
principles to follow, such as equivalence in pay for teachers of the same qualification as those in the com-
pulsory school education system.

For simplicity and to guarantee high quality, itis assumed that the qualification mix of childcare staff (wheth-
er in group-based or community settings) follows the breakdown of ECCE/community enrolment shown in
figure 2. For example, in 2035 for the age group 0-2 years, 60 per cent of children enrolled in formal child-
care will be looked after by an average of two-thirds teacher staff (teacher-level credentials) and one-thirds
childminder staff. For the age group 3-5 years, 92 per cent of the staff will have teacher-level credentials.
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Childcare workers (ECCE) trained at teacher level have at least two years of post-secondary training and
preferably hold a bachelor’s degree, depending on national educational standards for school teachers.

Under the model for this study, staff trained at professional childminder level (community) ?? are to be paid
at 120 per cent of the minimum wage or equivalent to reflect a different level of educational credentials.

In upper-middle- and high-income countries the average wage of childcare workers with teacher-level
credentials were set to those of pre-primary school teachers, where data is available, or to primary school
teachers if not. 2 In most countries with data on both, the pay level of the former is very close to that of
the latter anyway (OECD, n.d.). For those countries with missing data, the study has established that the
level of pay would be at the average wage (AW), since primary teachers’ wages are close to that level in up-
per-middle- and high-income countries with available data.

In lower-middle- and low-income countries the level for teacher-level childcare workers was set at twice the
AW. This corresponds to about 2.5 to 3 times GDP per capita and is in line with primary school teachers’ earn-
ings, using data from a more fine-grained analysis carried out by De Henau (2021) for five African countries,
which is close to the assumptions in Ilkkaragan and Kim (2019), if slightly lower. 2 However, for those coun-
tries whose average wage for professional occupations is less than twice the AW, the ratio was set to 1.5.%

Given the sensitivity of the costings to the level of the AW, further investigation would be needed to ascer-
tain the quality of the data for these countries. The ratio of AW to GDP per capita available in low- to low-
er-middle-income countries varies from 0.6 in Indonesia and 0.9 in Nigeria and Ghana to more than 2 in
Kyrgyzstan, Morocco and Nepal. In higher-income countries the ratio is closer, with the AW generally be-
low GDP per capita.

The study also includes some provision for other staff, mainly for administration, cooking and maintenance,
given as 2 full-time equivalent (FTE) staff per 50 children, paid at half the teachers’ wage. The study also con-
siders the costs of training childcare staff, in proportion to the initial training required (for example, three
years for a bachelor’s degree) depreciated over the typical years of employment, based on one staff for 25
trainees. This represents about 0.006 FTE per ECCE staff annually, paid at the level of teachers/lecturers. %

All are costed in FTE based on 40 hours per week for simplicity. Provision is made for employers' social se-
curity contributions and pension contributions, as well as holidays and sickness leave during which the
staff is to be replaced, given the required “presential” time (that is, time spent directly with children) calcu-
lated below. About 14 per cent of the working time of ECCE staff is deemed “non-presential”, to deal with
administrative or special requests, and an additional 10 per cent of working time is earmarked for holiday
and sickness replacements at full pay (see De Henau 2019).

3.1.4. Child/staff ratios

Child/staff ratio is the other important factor that will drive the annual spending requirement through staff-
ing costs. It is difficult to quantify “process” indicators of quality, such as the quality of the relation between
teachers and children or of the pedagogical approach used. Instead, the model uses the typical proxy for
this, which is the child/staff ratio, with the “norms and standards” ratio set at a low level (that is, few children

2 This could also include assistant childcare workers in school-based facilities.

2 Only OECD countries had data on pre-primary or primary teachers’ earnings.

24 National data for the five African countries studied in De Henau (2021) were used here (Cote d'Ivoire, Senegal, Nigeria, Rwanda and
the United Republic of Tanzania). Adjustments were also made for Uganda and Ghana using Evans, Yuan, and Filmer (2020).

% Adjustments to wages have been made for South Africa and Kenya. Data on wages provided in the Global Wage Report 2021 are for
formal employees only. In order to get an average wage across all employees, it was necessary to allocate minimum wages to those
in informal employment and weight their wage according to their relative proportion among employees (KNBS 2020; ILO, n.d.).

% Say, for example, three years are needed for a degree, with 1 FTE per 25 trainees and each trainee “uses” their training for about 20
years. This means that each year, per staff recruited, there would be a need for 3 /20 / 25 trainers, which equals 0.006.
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per staff) for each age group to guarantee at least some structural quality. There are no international guide-
lines or standards for specific child/staff ratios (ILO 2018a), so the model follows assumptions found in the
literature on best practice as well as various national norms and standards across different regions.

For high- and upper-middle-income countries, a ratio of 4 children aged 0-2 per staff and 8 children aged
3-5 (pre-primary) per staff is applied and reached by 2030, in line with the six best-performing OECD coun-
tries in the dataset and the literature of successful indicators of quality childcare (Huston, Bobbitt, and
Bentley 2015). The few countries in which child/staff ratios are lower keep their lower ratios (for example,
Iceland and Norway).

For low- and lower-middle-income countries, the ratio is set to 5 children aged 0-2 and 15 children aged
3-5 per staff, also in line with standards and norms in various countries and best practice (Huston, Bobbitt,
and Bentley 2015). # It is more generous than the 10 children 0-2 found in the ILO's Care Work and Care
Jobs for the Future of Decent Work report (ILO 2018a), but this is justified given the importance of investing
in high-quality childcare and the need both to foster confidence in the system (to increase take-up) as well
as to provide the best chances for children as early as possible. Given that the qualification mix of the staff
is improved between 2030 and 2035, child/staff ratios have been kept constant in both years.

3.1.5. Overhead costs

In line with Wils (2015) and the ILO (2018a), overheads (non-wage costs) are set to 33 per cent of the total
wage bill in all countries by 2035, although an intermediate proportion of 50 per cent is assumed for low-
and lower-middle-income countries in 2030. This is because, by construction, childcare wages in 2030 are
relatively lower in these countries than in 2035, so it is expected that the proportion of non-wage costs to
be higher in 2030 since these are fixed costs per child that are unrelated to changes in staff pay (such as
heating costs, food, equipment). Overheads include sufficient provision for healthy meals for children to
reduce stunting.

2 For example, South Africa, Cote d'Ivoire and Rwanda have maximum child/staff ratio standards by age similar to those found in
Quebec, Canada, and New Zealand as well as in some European countries (De Henau 2021).
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3.2. Cost calculations of early childhood care and education
(ECCE) provision

Table 4 below summarizes the main parameters for the costing calculations in the new model of universal
high-quality ECCE provision.

The staff required per facility in full-time equivalents (FTE) depends on the respective child/staff ratios of
each age group. It is the sum across the two age groups of the respective ratios of staff per child, multi-
plied by 1.24, to reflect the 24 per cent additional, non-supervision time needed per full-time equivalent
staff (that is, 14 per cent for non-presential time 2% and 10 per cent to cover for holidays, care leave and
sickness). Each childcare employee receives their respective monthly wage as calculated above (all in FTE).

Total costings per year are therefore the annual wage bill of childcare staff across all facilities, plus that of
auxiliary staff and training staff, accounting for any employer’s social security contributions on top of gross
earnings, and adding overhead costs.

This provides the total annual investment required for high-quality provision that overhauls the current sys-
tem. Given that existing systems are often substandard in most countries in terms of child/staff ratios and
pay, it would not make much sense to only cost the expansion of high-quality coverage for those not yet
enrolled, thereby creating a two-tier system. Instead costing the expansion would need to take into account
the current indicators of opening hours, fees, staff pay and child/staff ratios. A quicker way to make sure
the right “additional” provision is costed is to simply take the total cost as calculated above (on children cur-
rently enrolled and those projected to be in each scenario) and subtract current public spending on ECCE, as
this level of spending will reflect all the costs related to the current substandard provision and enrolment.

For example, in the United Kingdom, the net enrolment rate in formal ECCE of children aged 3-5 is 100 per
cent (EU-SILC data %), but falls to 41 per centin FTE and to 24 per cent in free FTE when accounting for the
average proportion of public subsidy. So, the expansion to cost for this age group would need to provide
for 76 per cent of children, not 0 per cent. Moreover, such an expansion costing method would also need
to account for a necessary rise in pay levels given the substandard wage levels and qualifications of current
childcare workers in the United Kingdom. The complexity of the data required to cost such an expansion
accurately, especially for non-EU countries, drives the alternative, more straightforward approach used in
this study. Admittedly, such an approach still relies on accurate current funding data to subtract from the
total, but it is likely that countries with no information on public spending on ECCE would tend to have neg-
ligible public spending anyway, as the results show in the next section.

Table 4 provides a summary of the main costing parameters retained. Note that some costs are not explic-
itly modelled, such as the additional costs of building the infrastructure (facilities) and administering the
massive expansion of childcare services (although they are implicitly included in the overheads). 3° These
are not negligible costs, but detailing them is beyond the scope of this study. Costing improvements in
education systems more broadly (both in terms of quality and coverage) is also beyond the scope of this
study, although it is important to note that political priorities in terms of budget allocation will be at play
in many countries that would benefit from improving their compulsory education systems as well as early
childcare provision.

2% Note that the study does not provision for a separate management or leader role, which is usually provided for centres of a capacity
of 50 children or more. For this study, it is assumed that this role is to be shared between childcare workers as part of their non-pre-
sential time. In practice, however, such time could well be organized around one FTE manager.

2 EU-SILC refers to the European Union Statistics on Income and Living Conditions.

30 DeHenau (2021) estimated the construction costs of typical rural and urban ECCE facilities in the case of five African countries, which
represented about 9-11 per cent of total annual running costs when annualized over 20 years. In the same way, De Henau (2022)
estimated that for a high-income country like the United Kingdom, such building costs would account for about 6 per cent of total
running costs and were included in the overheads as “mortgage costs”.
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» Table 4. Main parameters of the simulated ECCE model

Parameter ECED Pre-primary

Age group enrolment 60% of 0-2-year-olds (high- and up- 100% of age group from 3 years till entry to prima-
per-middle-income countries by 2030) ry school (high- and upper-middle-income countries

by 2030

50% of 0-2-year-olds (low- and low- Y )
er-middle-income countries by 2030. 90% for low- and lower-middle-income countries by
60% by 2035) 2030 and 100% by 2035.

Child/staff ratio (maxi- 4 (high- and upper-middle-income) 8 (high- and upper-middle-income)

mum) 5 (low- and lower-middle-income) 15 (low- and lower-middle-income)

Opening hours (supervi- | 40 hours per week, 52 weeks per year

sion time)

Wage costs High- and upper-middle-income group: Pre-primary teacher or primary teacher wage (or aver-
age wage if missing) for 82% of childcare staff, and 120% minimum wage for 18% of staff.
Low- and lower-middle-income group: twice the average wage or equivalent to teacher wage for
63% of childcare staff, and 120% minimum wage for 37% of staff (in 2030). Same qualification
mix as for higher-income countries in 2035.
All wages are then augmented by the country-specific rate of social security contributions of
employers to obtain the total wage cost per employee.

Additional time 10% for covering holiday/sickness/care leave
14% for covering non-supervision time

Other staff 2 auxiliary FTE staff per 50 children (catering, admin, maintenance)
0.006 FTE per ECCE staff for training

Overheads High and upper-middle: 33% of staff costs

Low and lower-middle: 50% of staff costs

Number of children per 50 (divided by age group according to share of age group in ECCE target population)
facility

Non-modelled costings Construction costs (facilities), although indirectly included in overheads (mortgage repayment/
rent)

Compulsory education costs (to fill gaps in attainment levels when training new ECCE workers)

Note: Facilities are assumed to have 50 children, but this can be modulated according to the type of provision. (For example, in
community settings or childminders’ homes, it can be assumed that for every 50 children across different homes, two auxilia-
ry staff are counted to help childcare staff). Note that these parameters have not been agreed upon by tripartite constituents.
The scenarios are illustrative.

3.3. Results - Annual spending on early childhood care and
education (ECCE) provision

Table 5 shows the total annual spending required to deliver universal provision of high-quality ECCE services
as modelled in the previous section. It distinguishes between the notional expansion in funding required
compared to current (estimated) levels of public spending, available from various international databases
(Eurostat, OECD Family Database, UNESCO Institute of Statistics (UIS) Database). '

31 Afew countries have missing data for current public expenditure, but they are expected to be low. They study has set these amounts
at 0.05 per cent of GDP in line with other countries with low spending. Other individual sources may be available to back up this as-
sumption. For example, in China - for which UIS data is missing - a 2012 report by the World Bank estimates public spending on
pre-primary education at 1 per cent of the education budget, which is itself at about 4 per cent of GDP; which would mean 0.04 per
cent of GDP is spent on pre-primary education (Bing Wu et al. 2012).
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» Table 5. Annual spending requirements in ECCE by region (2019 prices)

Baseline Expansion Baseline Expansion Baseline Expansion Baseline Expansion
2030 2035 2030 2035

Region billions USS$ (2019 prices) % GDP 2030 % GDP 2035

Africa 2.3 90.0 2.7 131.4 0.09 3.52 0.09 4.19
Americas 104.1 488.8 12.0 522.6 0.30 1.43 0.30 1.38
Arab States 0.4 18.3 0.4 18.4 0.04 1.85 0.03 1.67
Asia Lower 4.3 178.3 5.1 265.4 0.05 2.01 0.05 2.36
ﬁ;igéf ac. 66.2 520.2 737 628.8 0.18 140 0.16 138
Europe 162.9 306.8 172.3 326.8 0.61 116 0.60 114
All regions 340.3 1602.5 366.3 1893.2 0.31 145 0.29 1.48

Note: Current spending in billions US$ is that in 2019 (projected in % GDP to follow the share of 0-4-year-olds in the popula-
tion by 2030 and 2035). “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/
Pac. Upper” stands for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes
Russian Federation, Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author’s calculations.

As expected, the bulk of the total annual spending required would come from spending on expansion, es-
pecially by 2030, with a significant effort in Africa in terms of percentage of its GDP. In total across all re-
gions of the world, annual spending on universal childcare services of high quality would be around US$2.2
trillion by 2035, with 82 per cent coming from the expansion of services (US$1.9 trillion), a six-fold increase
on current spending. Even in Europe, which includes many countries with relatively well-developed child-
care systems, the expansion would account for 65 per cent of total spending requirements, meaning total
annual investment should nearly treble (from US$163 billion to US$470 billion in 2030).

Figure 3 shows that the contribution of the younger age group (0-2 years - ECED) to the total costs of ECCE
facilities is remarkably similar across higher-income regions (53-55 per cent) and higher for lower-income
regions (62-64 per cent). These figures reflect the effect of a lower enrolment in the 0-2 age group (com-
pared to the 3-5 age group) that is more than compensated for by the lower child/staff ratios for the 0-2
age group, especially in lower-income countries.

» Figure 3. Contribution of the 0-2 years age group to total spending on ECCE (%)
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Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author’s calculations.
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Examining cross-country differences in overall costs in 2030, three main factors explain about 90 per cent
of the variation, when costs are expressed as a proportion of GDP 32

e the population of children targeted in proportion to the total population (which explains 57 per cent of
the variation alone);

e the ratio of the average wage (AW) to GDP per capita (which explains a further 19 per cent of the vari-
ation); and

e themodelled wagesin ECCE as a proportion of the AW (which explains a further 4 per cent of the variation).

On the low-spending end of the spectrum (below 1 per cent of GDP in total), countries/territories such as
Singapore, Sri Lanka, Malta, Hong Kong (China) and Brunei Darussalam have low AWs in terms of per cent
of GDP per capita. On the high-spending end of the spectrum, many African countries require expenditure
of more than 5 per cent of their GDP (as does Kyrgyzstan), which is mainly driven by the high proportion
of pre-school children in their population (above 10 per cent in most). By contrast, spending requirements
in Nigeria, Rwanda and Ghana are lower despite also having large shares of young children in their pop-
ulations (10 per cent or more), because these countries have lower ratios of AW to GDP per capita (<1).

Among high-income countries of similar economic and demographic structures, a few cases are worth not-
ing. For example, Sweden has a higher spending requirement than Norway and Denmark, not only because
of one extra year of age to cover (its primary school entry age is 7) but also because of a higher incidence of
employer social security contributions, which adds to the wage bill. Childcare workers in Sweden are also
paid closer to the AW compared to those in the other two countries. Germany and Canada are also project-
ed to spend close to the same levels as Sweden despite a primary school entry age of 6, but this is mostly
explained by a much higher ratio of ECCE wages to AW of about 1.4, compared to most other high-income
countries where the ratio is around 1 or below.

In the discussion about whether to substitute childcare services for paid childcare leave (for children un-
der the age of 1), it is useful to compare the simulated weekly costs per child of either type of care (in per
cent of AW). In most countries, the weekly cost of paid leave per child under 3 years is larger than the cost
of childcare, even in countries with higher informal employment where the modelled replacement rate for
leave is lower than 67 per cent AW. Given the rise in qualifications and the related pay increase of childcare
workers in lower-income countries, the unit cost of childcare increases in 2035, but is higher than the cost
of childcare leave only in 10 out of 25 countries in that group. In higher-income countries the cost of child-
care is only markedly higher than the cost of childcare leave in Mexico, Brazil and Portugal.

32 Using an unweighted ordinary least square regression of the level of spending (% GDP) on the three variables. Similar results for
2035.
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» 4 Long-term care

Care needs are examined for three different age groups with limitations in their daily activities:

e disabled dependent children;
e working-age population with limitations in daily activities because of long-standing iliness or disability; and

e older persons facing important functional limitations in their day-to-day activities (using an arbitrary
age threshold of 65).

» Box 2
Key concepts related to long-term care services

Long-term care services include support and assistance to older persons, adults and children with
functional limitations to enable them to carry out activities of daily living (personal care), such as
bathing and eating, as well as activities that are instrumental to achieving personal care, such as
maintaining a clean household, cooking, dealing with administrative tasks or socializing. Long-term
care services also typically include basic medical support, such as nursing care. Services are provid-
ed by nurses as well as non-health professionals, including domestic workers (“personal assistants
or personal care workers").

Functional limitations can result from a disability or the process of ageing. Disability is a complex, dy-
namic and multidimensional concept, with both a medical and a social component. It is an umbrella
term for impairments, activity limitations and participation restrictions, referring to the various barri-
ers that may result from the interaction between an individual with long-term impairments (physical,
mental, intellectual or sensory) and that individual's contextual factors (environmental and personal).

Long-term care services can be provided in community-based or in institutional residential settings.
Community-based care refers to all forms of care that do not require older persons or persons with
disabilities to reside permanently in an institutional care setting; they include in-home care, com-
munity centres and day centres. Institutional residential care refers to institutionalized care deliv-
ered in assisted-living facilities and nursing homes. Respite care provides short-term care in order
to relieve unpaid carers. It can occur in people’s homes as well as in community and day centres or
residential facilities.

Long-term care services can be provided in-kind or in-cash (or a combination of both). Under the
first method, beneficiary older persons receive services from the public sector or private provid-
ers fully or partially compensated by the State (through non-contributory or contributory systems,
such as taxation or social insurance). In the second scenario (cash-for-care schemes), beneficiaries
receive transfers that can either be spent on long-term care services provided by paid care workers
(in-home or institutions), or to be used as they see fit, including to compensate for unpaid services
provided by family members.

Source: ILO 2018a; ILO 2022.

One of the aims of the study is to move away from a system that by default or by design relies on unpaid
carers, so as to enable these individuals to remain attached to the labour market (at least for those of work-
ing age). However, this aim of reducing reliance on unpaid care is extended to the population of retired car-
ers as well. Although care by partners and relatives may complement the formal system, relying on existing
partners, even retired, can put extreme strains on them, may affect their own well-being and may lead to
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higher costs down the line (Hoefman, Exel, and Brouwer 2013). This means that eligibility to receive formal
care should not rest on the presence of a willing unpaid carer, even within the household. =

For all age groups, the focus is on person-centred care service provision that enables the people receiving
care to live fulfilling and dignified lives with the autonomy to function and participate in society on equal
terms to those without impairments. The rationale behind the model simulated is to improve the quality of
care as well as its sustainability, affordability and accessibility. It is therefore comprehensive and universal.

As such, the model assumes that every person who needs care will receive collectively funded formal care
regardless of income or family circumstances, free at the point of use, albeit with different intensity de-
pending on the level of need. The model also aims to simulate decent working conditions for personal care
workers, in line with a human-centred recovery plan from COVID-19 (ILO 2021a).

The costing of universal long-term care (LTC) will thus mainly depend on the following elements:

e the prevalence of different types and intensity of care needs in each age group;

e the extent of needs that should be covered (severe, moderate) and their type (personal care, house-
hold care);

e the pay of care workers and qualifications (and provision for training costs);
e the number and hours of care workers needed to perform different tasks; and

e overhead costs (see table 7).

4.1. Extent of needs coverage

The first two elements of costings are likely to lead to the widest range of estimates, as it is notoriously
difficult to measure “needs” and “adequate service” in practice. For example, household tasks of cleaning
and cooking may not only benefit the care recipient but also their household. Moreover, people report-
ing impairments in household surveys may not all require the same level of “care”; for example, some im-
pairments can be addressed by additional equipment or adaptations (including in the social environment,
such as public transport).

The paragraphs below describe the process to determine a plausible density of full-time LTC workers per
population by age group, as a proxy for the aggregate level of adequate care provision. * Several approach-
es are possible and these densities are estimated based on levels of needs approximated from different
sources and methodologies.

Ilkkaracan and Kim (2019a), following Scheil-Adlung (2015), focused on the age group 65+. Scheil-Adlung
(2015) adopted a lower-bound prevalence of care needs of 12 per cent (measured as the number of care
recipients per 100 persons aged 65+), based on recipients-to-population ratios calculated in high-perform-
ing countries with legal entitlement to LTC services (ILO 2018a).

The approach followed here is conceptually similar but refined to take into account two main differenc-
es. First, the scope of coverage is expanded in order to establish dependency rates and adequate level of

3 Inthat sense, cash benefits to unpaid care providers (often as income replacement) are ignored in the modelling on the ground that
universal services would tend to alleviate the heavy burden of unpaid care workers. Unpaid care workers can still coexist with a sys-
tem of formal provision (if one family carer prefers to care for a relative themselves), but for budgetary purposes they need not be
costed additionally.

34 This will include personal help for moving around the house and socializing outside insofar as these are included in the benchmark
care personnel of high-spending countries. This could also be substituted by adaptations and equipment, but as these are more dif-
ficult to cost, the model focuses on the human delivery of care (which also has relational benefits).
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provision for three age groups, not just those aged 65+. Second, these rates need to be established for a
much wider set of countries with significantly different demographics.

In order to inform the modelling decisions, the study started by examining data for Europe to establish a
parallel between the needs identified from household surveys, and a more internationally available meas-
ure of potential needs, which is the WHO's health-adjusted life expectancy (HALE) indicator (WHO, n.d.).
Using Europe for “calibration” is useful, as it comprises a wide variety of care systems, ranging from barely
existing formal services to universal provision.

The latest European Health Interview Survey (EHIS) has data for 2013-15 on the limitations faced by people
aged 65+ in performing their own personal care, and shows a prevalence of activity limitations (severe or
moderate) among 24 per cent of persons aged 65+ across the EU-28, with 9 per cent reporting severe lim-
itations (Eurostat 2020). Interestingly, rates are lower in Nordic countries than elsewhere, and the cross-EU
variation is large, from 9 per cent reporting some limitations in Norway and 12 per cent in Denmark to 39-
40 per cent in Czechia and Slovakia. Therefore, taking the “severe limitation” rates of the Nordic countries
as a benchmark for care needs may be underestimating the scale of adjustment required in other coun-
tries. The same data shows that in Sweden, Norway and Denmark, half of the 65+ persons reporting some
limitations do not need any assistance, while a quarter lack the assistance they need.

If one takes the combination of those who have moderate or severe difficulties in personal care and who
require assistance (including those who get enough of it) using a narrow scope of needs (for personal care
only), then the proportion of adults aged 65+ in need of care falls to 4-7 per cent in Nordic countries, 16
per centin the EU on average, and up to 25 per cent in Greece, Czechia and Slovakia.

In another method, dependency rates can be calculated in line with Lipszyc et al. (2012) by using European
Union Survey of Income and Living Conditions (EU-SILC) data on self-reported severe limitation in daily ac-
tivities due to health problems as a proxy for care needs. * This indicator shows, for 2018, that 48 per cent
of people aged 65+ have some limitation and 16 per cent experience severe limitations (Eurostat, n.d.).
The two questions in the EHIS and the EU-SILC are not the same, and therefore resulting care needs es-
timations may differ. However, on aggregate, comparing the data around those with some limitations in
personal care who require assistance (using EHIS data) and those with severe limitations in daily activities
due to health problems (using EU-SILC data) seem to yield similar proportions among the 65+ population:
around 16 per centin the EU on average. The advantage of using the EU-SILC's “severe limitation” question
is that it is available for all persons aged 16+, not just the 65+ group (5 per cent of individuals aged 16-64
report severe limitations). This is important for cost calculations, because the difference in size between
the two age groups means about half of adults with severe limitations are below the age of 65, at least in
European countries.

Using EU-SILC data, the prevalence of severe limitations among the 65+ population is between 25 per cent
and 30 per centin eight countries in Europe and seven countries have a rate below 10 per cent (Norway, the
Netherlands, Sweden and Denmark, as well as Bulgaria, Malta and Switzerland). The percentage is much
lower for the 16-64 age group, but the ranking of countries does not follow that of the need prevalence
in the older age group. Countries like Lithuania and Romania have a relatively lower prevalence of severe
limitations among 16-64-year-olds (below 4 per cent) but mid to high rates for their 65+ populations (19-
20 per cent); whereas Denmark has a relatively high rate for the 16-64 age group (6.3 per cent) and a low
rate among the 65+. Only Sweden and Malta have low rates for both groups.

The next stage is to compare these levels of activity limitations with data on the care workforce and care
recipients. Table 6 shows data for a selection of OECD countries on the ratio of care recipients-to-carers for

35 Data from the EU-SILC is available for 32 of the European countries in this study.
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2017 (columns a and b). *® From this and from the population of care recipients aged 65+, the density of LTC
workers per 100 persons aged 65+ in the population is estimated (columns c and d). Table 6 also compares,
using the EU-SILC for the available EU countries, these figures to the ratio of the 65+ population with severe
limitations to the number of LTC workers (column g, which is calculated as column f divided by column c).
Column e shows the proportion of remaining life at age 60 expected to be lived with disabilities or ill-health
(based on healthy-life expectancy data - HALE), as a proxy for the prevalence of disability (WHO, n.d.).

» Table 6. Care needs and formal care recipients and providers in selected OECD countries

T ke ulioles uoles i, e T

(Ho)ratio (T e ersumenag  livedwithdisa-  vere imi-  fimitations to

(all ages) ages) 54 65+ bility tations LTC workers
Country (a) (b) (c) (d) (e) (f) (9)
Denmark 1.7 2.2 9.7 7.3 27.1 7.8 0.8
Sweden 1.9 2.5 8.7 6.5 253 6.5 0.7
Norway 1.9 2.3 8.2 6.8 28.6 7.1 0.9
United States 2.1 3.8 4.7 2.6 28.7 n.a. n.a.
Luxembourg 2.2 2.7 5.6 4.7 26.2 18.5 3.3
Netherlands 2.4 n.a. 5.1 n.a. 24.8 12.4 24
Rep. of Korea 2.4 3.7 3.5 2.2 29.5 n.a. n.a.
New Zealand 2.6 3.6 5.7 4. 26.3 n.a. n.a.
Estonia 2.6 2.8 4.0 3.8 29.0 26.5 6.6
Israel 2.9 3.7 6.9 5.4 25.3 n.a. n.a.
Portugal 2.9 4.9 0.6 0.4 27.7 22.6 34.9
Switzerland 3.5 5.6 6.3 4.0 25.7 8.1 1.3
Germany 3.8 53 4.1 2.9 27.1 12.8 341
Canada 5.8 n.a. 2.2 n.a. 26.0 n.a. n.a.
Hungary 7.5 n.a. 1.6 n.a. 26.3 21.5 13.6
Slovakia 12.6 12.6 n.a. n.a. 30.8 29.5 n.a.

Note: Countries are ranked by column (a) (increasing order). HC stands for “headcount”, and FTE for “full-time equivalent”. LTC
workers include personal care workers and nurses. n.a. = data not available.

Source: Author’s calculations using OECD health data for 2018 (OECD, n.d.) for columns a to d; WHO (n.d.) for column e; and EU-
SILC for column f.

Table 6 (column a) shows that the high-performing countries of Denmark, Sweden and Norway (all with
universal long-term care provision) have recipients-to-carer ratios below 2. A total of 11 out of 16 countries
in table 6 have recipients-to-carer ratios below 3, but vary by the density of persons aged 65+ with severe
limitations per LTC worker (column g). This implies that:

e not all recipients of formal care have severe needs;
e not all people with severe needs receive formal care adequately;

e notallrecipients receive the same intensity of formal care (and indeed many care workers work part-time).

The three countries that have universal long-term care systems with extensive coverage (Norway, Sweden
and Denmark) have slightly lower than a one-to-one ratio of persons 65+ with severe needs per LTC worker

3% LTC workers include LTC nurses as well as personal care workers (the latter being the overwhelming majority), identified without dis-
tinction under the terms “carer”, “care worker” or “LTC worker” in this discussion of table 6.
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(column g), which translates into an average headcount of 9 LTC workers per 100 persons aged 65+ (col-
umn b), or 7 in FTE (column d). If a one-to-one ratio for severe needs was applied in other EU-SILC countries,
this would go up to 30 LTC workers per 100 persons aged 65+ in countries like Slovakia, Greece, Croatia
and Turkey.

The approach adopted for this study is more moderate, by targeting a uniform density of 9 headcount (7
FTE) LTC workers per 100 persons aged 65+ in the population based on two rationales as a first step in de-
termining the care workforce numbers.

First, countries with high prevalence of severe needs all have very low formal provision, which could explain
the high severity of needs (due to lack of preventative care, for example). Granted, setting the ratio at the
average level of the three Nordic countries of 9 LTC workers per 100 persons aged 65+ means a lower ratio
for countries with higher prevalence of severe needs. However, this ratio would remain below a maximum
of 3 recipients per carer (in headcount), which is the ratio below which most of the OECD countries with
available data seem to lie (column a). Slovakia, the country in table 6 with the highest prevalence of severe
needs (column f), would still see a fourfold reduction in its recipient-to-carer ratio from 12.6 (column a) to 3.

Second, when compared to HALE data from the WHO (n.d.) (column e), the cross-country difference in the
proportion of life expectancy (LE) lived with disability (= 1 - HALE / LE), measured at age 60, is not as pro-
nounced as that shown by the severe limitations data for European countries using the EU-SILC. Considering
the sample of countries in table 6, if HALE data is a good proxy for prevalence of care needs (both moder-
ate and severe) and there are 7 FTE carers per 100 persons aged 65+, then this would imply a recipient to
carer ratio varying between 3.5:1 in the Netherlands and 4.4:1 in Slovakia. However, it is known from OECD
data that about 16 per cent of the 65+ population in the three Nordic countries receive formal LTC, which
is equivalent to about 55 to 64 per cent of those living with a disability as measured by HALE data. Applying
this proportion of roughly 60 per cent to the data in column e for 7 FTE carers per 100 persons 65+ would
yield recipient-to-carer ratios of 2.2/2.5:1 in the three Nordic countries (as per column b), and ranges from
2.1 in the Netherlands to 2.6 in Slovakia.

HALE data is available for all the countries/territories in the sample (except Hong Kong, China), so this ap-
proach is used. So, for persons aged 65+, instead of a strictly uniform density of 7 FTE carers per 100 per-
sons aged 65+, the model retains a country-specific density figure, calculated as 60 per cent of the HALE-
based disability prevalence divided by 2.5 for upper-middle- and high-income countries, 3 and by 3 for
lower-middle- and low-income countries (to account for greater restrictions in implementing new services).
The resulting densities range from 5 to 7 FTE carers per 100 persons aged 65+ in the lower-income group
of countries and 6 to 8 FTE carers in the higher-income group.

For the population aged 15-64, it is assumed that only 50 per cent of HALE-measured disabled people in
that age group have care needs, which for Europe corresponds roughly to the share of 15-64-year-olds
with severe limitations using EU-SILC data. A recipient-to-carer ratio has been applied to that care need
prevalence figure for each country. This ratio is assumed to be 2.5:1 in upper-middle- and high-income
countries and 4:1 in lower-middle- and low-income countries (to reflect a lower policy priority for that age
group). This yields a range of densities of FTE carers per 100 persons aged 15-64 of between 1.1 and 1.6 in
the lower-income group and 1.1 and 2.5 in the higher-income group. 3#

For the child population a simple ratio based on world data on severe disability has been used. The esti-
mated world average of prevalence of severe disability was 2.7 per cent for persons aged 15-59 as meas-
ured in 2004 in the latest WHO World Report on Disability (WHO 2011). The estimated average prevalence is

37 For Denmark and Norway, the recipient-to-carer ratio in the OECD data is more generous than 2.5:1, so those figures were used in-
stead (2.2:1 and 2.3:1, respectively).

3 HALE data is missing for Hong Kong, China. This territory is given a density of 1.5 carers per 100 persons aged 15-64 and 6.5 per 100
persons aged 65+, the average of neighbouring countries in East Asia.
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0.7 per cent among children aged 0-14, that is, about a quarter of the average for adults. Therefore, given
the lack of more granular data, it is assumed for this study that the density of FTE carers per 100 persons
aged 0-14 should simply be a quarter of that of the 15-64 age group.

4.2. Pay levels and other considerations

Pay levels of long-term care workers should be raised along with their qualifications (in a continuum to rep-
resent career development through different tasks and responsibilities, with some routes towards other
professions such as specialized nursing or social work). Like childcare, long-term personal care work is a
skilled occupation, with specialized post-secondary qualifications that need to be reflected in adequate pay.

One suggestion used in the ILO (2018a) report Care Work and Care Jobs for the Future of Decent Work, which
looks at occupations, is to cut the pay differential between associate nurses and personal carers by half
(Ilkkaragan and Kim 2019a). Another study, which looks at industries, suggests that employees in the care
industry should ultimately receive pay levels along the lines of those in high-performing countries such as
Denmark and Sweden, that is, approximately 80-85 per cent of the average wage (De Henau and Himmelweit
2021). However, in regard to achieving the latter, there is a lack of data on the care industry’s compensa-
tion of employees in most countries outside the EU. * And in regard to achieving the former, there is a lack
of data on personal carers’ wages in many countries (in many cases, such a workforce is almost non-exist-

ent anyway).

A blended approach would be to use the salary of professional nurses as a benchmark and raise the salary
of personal carers to a certain level relative to this benchmark based on their qualifications. Personal care
workers in the three Nordic countries with universal LTC provision earn about 75 per cent of nurses’ sala-
ries, who themselves earn about the average wage (Denmark, n.d.; Norway, n.d.; Sweden, n.d.). By contrast
personal care workers in the United States, the United Kingdom and Australia earn 40 per cent, 50 per cent
and 57 per cent of nurses’ wages, respectively (De Henau et al. 2016).

So, following the Nordic countries’ benchmark, the model assumes personal care workers are to be paid
at 75 per cent of nurses’ wages (or of the average wage if data on nurses’ wages is missing) “° in high- and
upper-middle-income countries. #' For low- and lower-middle-income countries, qualified personal care
workers’ wages are set at a target of 75 per cent of the wage of teacher-level childcare workers, as simu-
lated in Section 3 (that is, effectively implying that nursing professionals and childcare teachers earn the
same wage). However, this wage is modulated further to take account of a potentially larger proportion of
care workers in low- to lower-middle-income countries with different levels of educational credentials, with
less-credentialed LTC workers assumed to be paid at a lower rate of 120 per cent of the minimum wage or
equivalent. It is arbitrarily assumed that the proportion of such lower-paid workers is 67 per cent. With in-
creased training and higher qualifications by 2035, this proportion is reduced to 33 per cent.

In order to help with the preventative objective of the new care system, the model follows Denmark'’s policy
of systematic assessment visits by qualified nurses, where everyone aged 75+ receives a twice-yearly visit
to check their situation, assess potential needs development, and discuss options for adaptations (Schulz
2010). For simplicity, the age threshold used in this model is set to 65. This is costed as a three-hour visit
twice a year for everyone aged 65+, at full cost of a nurse pay rate.

3 Because it is usually merged with the healthcare industry.

4 Nurses’ wages seem to be only available for the 34 OECD countries among the 58 high- and upper-middle-income countries in the
study sample. In fact, nurses earn roughly the average wage in 17 out of the 34 OECD countries with available data, and above the
average wage by more than 15 per cent in 12 countries (OECD, n.d.).

“ Note that assuming such a pay level would be similar to closing half of the nurse-carer wage gap, as per Ilkkaragan and Kim (2019a),
at least for the United States, the United Kingdom and Australia.
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Training staff provision is also added, similar to the childcare model in Section 3 above, though using a two-
year post-secondary qualification for personal carers, rather than a bachelor’s degree, to keep the distinc-
tion with qualified nurses. #2

Overheads are added to wages and employers’ social security contributions. For simplicity the same over-
heads as for childcare are used, since it is difficult to ascertain the relative proportion of residential versus
domiciliary care in the new model (the former arguably attracting larger overheads).

» Table 7. Main parameters of the simulated LTC model

Parameter Ages 0-14 Ages 15-64 Ages 65+

Population with care A quarter of the propor- 50% of the proportion of dis- 60% of the proportion of disa-

needs tion found for the 15-64 age | abled 15-64-yeard-olds as bled 65+ as measured by HALE
group measured by HALE data data

Recipient-to-carerra- | 2.5:1 (higher-income group) 2.5:1 (higher-income) 2.5:1 (higher-income)

tio (FTE) ) ) .
4:1 (lower-income group) 4:1 (lower-income) 3:1 (lower-income)

Wage costs High- and upper-middle-income group: 75% of nurses’ wages (or AW if missing) in both 2030 and
2035

Low- and lower-middle-income group (2030): 75% of ECCE teacher wages for 33% of care work-
ers, and 120% min wage for 67% of care workers. In 2035, 67% of care workers are at 75% of
ECCE teacher wages (and 33% at 120% min wage).

Social security contributions added to these wages

Other staff 3-hour nurse visit twice a year to all 65+ population
0.004 FTE per ECCE staff for training
Overheads High and upper-middle: 33% of staff costs

Low and lower-middle: 50% of staff costs (33% in 2035)

Non-modelled costings | Construction costs (of residential facilities and adapted housing)

Compulsory education costs (to fill gaps in attainment levels when training new LTC workers)

Note: these parameters have not been agreed upon by tripartite constituents. The scenarios are illustrative.

4 3. Results - Annual spending on long-term care (LTC) provision

Table 8 shows the cross-regional variation in public spending required to achieve universal provision of LTC
services, compared to current levels of public spending on LTC as gathered from the OECD Health Database
and the WHO Global Health Observatory database. 4

Given the difficulty to find data on the split between current care recipients of working age and current care
recipients aged 65+, it was not possible to adapt the current spending in per cent GDP to 2030 and 2035
population projections to account for the effect of change in the share of the elderly population (which is
growing faster than the working-age population). Therefore, the baseline “current” spending is only adapted
to follow GDP changes (that s, it remains a constant proportion of GDP). Therefore, the simulated additional

4 Note that personal carers are used as the “average” proxy occupation for the whole simulated model of the long-term care indus-
try, even though in practice the sector will employ some nursing professionals - with a higher level of training - as well as cleaners
and care assistants - with a lower level of training. Nurses account for 5 per cent of LTC workers in Sweden, 8 per cent in Denmark,
and 18 per centin Norway (Denmark, n.d.; Norway, n.d.; and Sweden, n.d.). The model assumes these to be counterbalanced by the
same proportion of less qualified occupations such as cleaners and caterers. (For Norway, the relative pay of carers being at 80 per
cent of nurses’ wages is assumed to account for the higher proportion of nurses among LTC workers.)

4 About 24 countries out of the 82 sampled did not have data on current LTC spending (including large countries such as China.
Indonesia, Brazil, Bangladesh, Pakistan, Mexico, Thailand, Turkey, Viet Nam, Argentina and South Africa). Missing data for the BRICS
countries were added using estimates in percentage of GDP for 2006-10 from de la Maisonneuve and Oliveira Martins (2015). Current
LTC spending includes both health and social functions.
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spending from the reform will reflect a mixture of new policies (expanding coverage and quality) and of the
need to cater to a larger share of elderly people. Given that current LTC spending does not seem to follow
demand automatically, it is a reasonable step to include the need for a growing share of elderly as part of
the reform scenario rather than the baseline. Indeed, spending data available from Eurostat and the OECD
Health Database show that over the last ten years or so, current spending on LTC (in per cent of GDP) has
remained constant despite increased demand from an ageing population (see also The King's Fund 2018).

» Table 8. Annual long-term care spending requirements (2019 prices)

Baseline Expansion Baseline Expansion Baseline Expansion Baseline Expansion
2030 2035 2030 2035

Region billions USS$ (2019 prices) % GDP 2030 % GDP 2035

Africa 1.0 52.2 1.1 81.9 0.04 2.04 0.04 2.61
Americas 188.4 839.7 208.6 938.3 0.55 2.45 0.55 248
Arab States 0.0 25.6 0.0 29.4 0.00 2.58 0.00 2.67
Asia Lower 6.7 163.9 8.4 269.2 0.08 1.85 0.08 240
{)sta/Pac. 141.0 981.0 153.4 1265.6 0.38 2.64 0.34 2.79

pper

Europe 354.4 475.7 380.7 530.7 1.33 1.79 1.32 1.84
All regions 691.5 2538.1 752.2 3115.1 0.63 2.30 0.59 2.44

Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel.

Source: Author's calculations.

By 2035, total annual spending requirements on universal LTC services across all age groups would amount
to US$3.9 trillion (3 per cent of GDP), of which about US$3.1 trillion would be additional spending (81 per
cent). Africa would require 2.04 per cent of its GDP by 2030 and 2.61 per cent by 2035. The higher-income
group in Asia, Europe and the Americas would all end up spending around 3 per cent to 3.2 per cent of
their GDP on LTC by 2035, reflecting a much higher share of over 65s, although the additional investment
is larger in Asia given the lower baseline spending.

Most of the variation in additional spending requirements between countries reflects differences in the ra-
tio of nurses’ wages to GDP per capita. Countries like Spain and Greece have a relatively high ratio of nurs-
es’ wages to GDP per capita (1.2 and 1.3, respectively). This, together with a large proportion of persons
over 65, translated into a total annual spending requirement of more than 4 per cent of GDP, in contrast to
less than 2 per cent in countries/territories like Hong Kong (China), Singapore and Latvia, which have sim-
ilar shares of elderly in their populations but much lower nurses’ wages in proportion to GDP per capita.

Figure 4 shows that LTC services for the elderly population, despite this age group having greater needs
and being allocated more LTC staff, only represent the majority of costs in Europe and high- and upper-mid-
dle-income countries of Asia, while LTC services for the working-age population account for the majority of
costs in lower-to-middle-income countries of Asia and in Africa and the Arab States. # By construction, the
demographic structure of each country entirely explains these cost differences.

4 The contribution to total care costs of the age group 0-14 is about 10 per cent in Africa in both 2030 and 2035, and no greater than
5 per cent in the other regions.
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» Figure 4. Contribution of over 65s to total modelled costs of long-term care services
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Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author’s calculations.

Obviously, the levels of spending requirements presented in table 2 are substantial when compared to
current healthcare spending, especially in low- and lower-middle-income countries, where current public
spending on healthcare is in the magnitude of 1-2 per cent of GDP (WHO, n.d.). However, as calculated by
Duran-Valverde et al. (2020), providing universal healthcare protection would require public spending to rise
to about 10 per cent of GDP in low-income countries and 4 per cent of GDP in lower-middle-income coun-
tries. With these objectives, the simulated total LTC spending of table 2 (baseline + expansion) at around
2-2.5 per cent of GDP would be about half to a quarter of the required health spending increase in those
regions, corresponding to proportions found in higher-income countries. For example, the simulated LTC
spending of around 3 per cent of GDP in Europe is about half to a third of healthcare spending in those
countries, which stands at 6-9 per cent (WHO, n.d.).

Both investments in long-term care and in healthcare are important and should be seen as complemen-
tary. While there are health benefits to gain from improving healthcare systems, such as some reduction
in disability prevalence that might reduce the need for LTC services, such gains are limited, as the need for
LTC services has far from disappeared in higher-income countries (indeed, they do not have substantially
lower levels of disability prevalence).

% The need to consider LTC investment in its own right is also made more pressing in the context of lower-income countries experienc-
ing faster rates of population ageing than higher-income countries over the coming decade.
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» 5 Estimation of short-term economic benefits

5.1. Employment creation

Investing in childcare and long-term care creates jobs not only directly in the industry being invested in but
in its supplying industries too (called “indirect” effects) and more broadly when newly employed workers
use part of their increased earnings to spend in the local economy (called “induced” effects).

To estimate this additional job creation, a standard input-output analysis is carried out. Such an analysis rests
on the use of input-output tables, which are statistical tables computed according to national accounting
conventions. They show the relationship between industries and sectors of the economy, in terms of how
much output (that is, the value of what it produces) of one industry is needed as input to produce one unit
of output of another industry, and how much of each industry's output do the government, households
and export sectors consume. As demand for the output of one industry increases (for example, through
investment in care services by a government), inputs from other industries will be purchased, thereby in-
creasing labour requirements in those supplying industries (indirect effects). And as new people are hired
both in the industry where the investment takes place (direct effect) and in the supplying industries (indirect
effects), part of the wages of these employees are then spent in the domestic economy, further increasing
demand for the outputs of differentindustries and thus increasing the employment requirements of these
industries (induced effects). This is under the assumption that increase in demand can be met by increased
production - that is, there is no supply constraint in the domestic economy.

Typically, total employment creation thatincludes both indirect and induced effects is seen as an upper-bound,
while only including indirect effects is considered a lower-bound estimate (ILO 2018a). Following from the
ILO (2018a) report Care Work and Care Jobs for the Future of Decent Work, the main estimations from this
study show the direct and indirect employment creation only, although the upper-bound effects that in-
clude induced employment are discussed and reported in appendix 1. 4

Total employment created in the economy as a result of direct and indirect effects is called the Type I ef-
fect. While direct employment creation is measured directly from the parameters of the simulated care
investment (for example, number of staff required to provide childcare in each scenario), indirect effects
are derived from the so-called Type I multiplier, which is calculated from the input-output table. The Type
I employment multiplier of investing in a given industry returns the number of total (direct and indirect)
jobs created in the economy per direct job created in that industry.

Given the labour supply effects of relieving unpaid care constraints to some extent, investing in care is not
expected to create a shortage of employment and thus inflation in the economy overall; neither is raising
the wages of carers likely to increase the cost structure of other industries, as care is not a significant input
in any other industry (that is, care is mostly a final consumption of households or government) (De Henau
and Himmelweit 2021; Makaye Gongbé 2021).

% Examples of other studies that have examined the employment effects of care investment using input-output analysis include:
- Antonopoulos et al. (2011) and Antonopoulos and Kim (2011) for South Africa and the United States;
- De Henau et al. (2016; 2017) for various high-income and middle-income economies;
- Kim et al. (2019) for Turkey;
- Zacharias et al. (2019) for Ghana and the United Republic of Tanzania;
- Ilkkaracan and Kim (2019b) for Kyrgyzstan;
- De Henau et al. (2019) for South Africa, Turkey and Uruguay;
- De Henau (2021) for Cote dIvoire, Nigeria, Rwanda, Senegal and the United Republic of Tanzania.
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For most countries in the list, input-output data with disaggregated sectors has been taken either from
the OECD Structural Analysis (STAN) database (with the reference year 2015) or from the Data Library of the
Asian Development Bank (with the reference year 2017). For some countries in Africa, the study uses public-
ly available social accounting matrices (SAMs), developed either by the International Food Policy Research
Institute (IPFRI) or the Joint Research Centre (JRC) of the European Commission. #” Appendix table A.1b pro-
vides the list of countries with the type of input-output table used. 4

In all three types of input-output data used in this study, the social work sector (industries 87 and 88 of ISIC
rev4 2-digit, which include childcare and long-term care services) is amalgamated with the human health
industry (industry 86) at ISIC one-digit level (industry Q); while pre-primary education is amalgamated with
the broader education sector (industry 85)“°. The calculations do not correct fully for potential aggregation
bias, as discussed in Kim et al. (2019). It is assumed that childcare investment will resemble investment in
education, on the grounds that the model is based on a high labour intensity and wages on par with teach-
ersinschool. For long-term care, the aggregated sector “health and social work” is used as a proxy. Indirect
effects derived from this aggregate proxy are adjusted to account for higher labour intensity in care than
in the rest of the health system. *°

In these calculations, employment for both employees and the self-employed is measured in headcount
without adjustment for working hours. The only adjustment that was deemed necessary was on self-em-
ployment in agriculture in seven African and seven Asian countries to reflect the much lower working
hours compared to other industries. > Because this category of employment dominates the labour mar-
ket in these countries, not adjusting their “workload” would inflate the employment creation results be-
yond plausible ranges.

Another important issue to bear in mind is that input-output tables, being a static snapshot of the econo-
my in a given year, are a tool best suited for short-term impact analysis. This study simulates employment
and investment requirements in 2030 and 2035. This entails results based on inter-industry linkages that
would be 15 to 20 years old, given the reference years of the input-output data. Following ILO (2018a), it is
assumed that the main structural inter-industry variables do not change over the period, so that the mul-
tipliers derived from the tables can be applied to the direct employment creation estimated for 2030 and
2035. Given the labour-intensive nature of care, which translates into small indirect multipliers, the poten-
tial distortion impact of any change in the composition of the supply chain is reduced, especially as the
results are taken on aggregate; that is, the composition of the indirect effects by industry is not analysed.

4 See:
- Mainar Causapé et al. (2017) for Kenya;
- Boulanger et al. (2017) for Senegal;
- Mengistu et al. (2019) for Ethiopia;
- IFPRI(2017b) for the United Republic of Tanzania;
- IFPRI (2017a) for Uganda;
- IFPRI (2014) for Rwanda;
- Ghana Statistical Services, ISSER, and IFPRI (2017) for Ghana;
- IFPRI and CAPMAS (2016) for Egypt;
- Manson, Diao, and Vida (2010) for Nigeria;
- van Seventer et al. (2019) for South Africa; and
- Cruzetal. (2015) for Mozambique.

% The final sample of 82 countries was determined mainly by the availability of such input-output and SAM data. This explains why
Saudi Arabia is the only country in the Arab States region.

4 Except in Denmark, Norway and Sweden, where it is integrated within the social work industry (industry 88).

%0 There is no easy method for doing this; so the Type I multiplier of long-term care is arbitrarily adjusted by the average of the Type I
multipliers of education and of health and care, based on the observation that Eurostat input-output data that separates social work
from healthcare shows a larger labour intensity of the former, in between the latter and the education sector (as per calculations
done using Eurostat data).

5" The countries in Africa are Mozambique, Rwanda, Senegal, Ethiopia, United Republic of Tanzania, Uganda, and Kenya, for which
employment in agriculture has been reduced by half (full-time equivalent). The countries in Asia are Thailand, Cambodia, Viet Nam,
Nepal, Indonesia, Philippines and Kyrgyzstan, for which employment in agriculture has been reduced by a third.
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5.1.1. Total employment creation

Table 9 shows the results of the estimations of employment creation overall (an increase in labour demand)
and separately for the main two investment interventions in care services, by type of effect (direct and in-
direct). > Across all regions of the world, the total additional investment in both ECCE and LTC would in-
crease employment by 280 million by 2030 compared to the baseline. With the 2035 investment targets,
the increased employment would be nearly 300 million compared to the 2035 baseline. This represents
an increase of nearly 10 per cent on the 3.1 billion people employed in these 82 countries in the baseline
2035 projection.

By 2035, the ECCE investment of 1.48 per cent of GDP would create 114 million new jobs and the LTC in-
vestment of 2.45 per cent of GDP would create 184 million new jobs.

Implicitly for this to be a genuine creation of jobs, such increase in labour demand needs to be met with cor-
responding increase in labour supply, either from the pool of unemployed or from additional labour force
participation. Additional labour force participation - mostly from women substituting paid employment for
unpaid care work - is likely to be strong, given that investment in universal high-quality care not only creates
employment opportunities but also releases childcare and other care responsibilities that would otherwise
impede the labour force participation of women. This is compounded by the effect of adequately paid ma-
ternity/parental leave that close the care policy gap, ensuring continuity in employment and earnings. 5

These results show that investing in care policies provides an excellent employment stimulus in the wake
of the COVID-19 pandemic, responding to the UN Secretary-General's call for a Global Accelerator on Jobs
and Social Protection.

%2 Unlike investment in care services, the investment in universal paid care leave does not create jobs directly. The main effect is on
the labour supply side, by maintaining the employment and earnings of mothers. However, there is a small demand-side effect that
can be modelled if one considers the increased government spending as an injection into the household sector from which induced
consumption effects can be measured.

5 To the extent that paid childcare leave per parent is not too long - typically less than one year so as to not induce detrimental effects
on career prospects (Koslowski et al. 2021).
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» Table 9. Total net employment creation from investment in care, 2030 and 2035 (in millions of jobs)

ECCE investment LTC investment Both
Region Direct Indirect Total Direct Indirect Total Total
2030
Africa 19.4 5.0 24.5 12.5 4.3 16.8 41.3
Americas 1.4 19 13.3 20.5 6.0 26.5 39.8
Arab States 0.6 0.1 0.7 0.9 0.4 1.3 2.0
Asia Lower 304 54 35.8 411 18.9 60.0 95.8
Asia/Pac. Upper 19.4 3.4 22.8 38.9 12.6 51.6 74.3
Europe 7.1 0.9 8.0 14.8 3.6 18.5 26.5
All regions 88.3 16.7 105.0 128.8 45.8 174.6 279.6
2035
Africa 23.8 6.1 30.0 14.1 4.8 18.9 48.9
Americas 1.1 1.8 13.0 214 6.2 27.6 40.6
Arab States 0.6 0.1 0.6 1.0 0.4 1.4 2.0
Asia Lower 34.4 6.1 40.5 43.9 20.1 64.1 104.6
Asia/Pac. Upper 18.9 3.3 22.2 40.4 13.1 53.5 75.7
Europe 7.0 0.9 7.9 15.2 3.7 18.9 26.7
All regions 95.9 18.3 14.2 135.9 48.4 184.3 298.6

Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author's calculations.

Employees and formal employment would constitute the bulk of employment creation in most regions,
because the employment in care which dominates the overall effect is by construction made up of formal
employees only. Even in the lower-income group, formal employment would be a very large part of the
overall employment creation (81 per centin Africa and 78 per cent in lower-income Asia, compared to 87 per
cent in the Americas and higher-income Asia and up to 96 per cent in Europe). This is remarkable consid-
ering that 90 per cent or more of employment is currently informal in most of the lower-income countries.

In all regions, women take the larger share of the employment increase (78 per cent overall - which adds
up to 220 million jobs by 2030 or 234 million by 2035), ranging from 70 per cent in the Arab States to 86 per
centin upper-middle- and high-income countries of Asia. This is expected, since direct employment effects
in care are the larger contributor to the total increase, and women dominate the care sector.

These estimates assume that the gender distribution of employment in each industry is unchanged. The
same assumption was made in ILO (2018a). This is a plausible assumption as gender segregation has
been found to persist over time across various economies (Borrowman and Klasen 2020; Cohen 2016).
However, improving the status of a female-dominated occupation (in terms of qualifications and pay) is a
factor in attracting and retaining men in female-dominated occupations (Torre 2018). Therefore, it could
be expected that an increase in care jobs with better working conditions and qualifications will reduce oc-
cupational segregation in the care economy. In addition, higher availability of care policies conducive of
gender-equal caring behaviour might make it easier for women to take up other highly paid occupations
(and more men to see caring occupations as a career), thus further reducing overall occupational segre-
gation in the labour market.

Table 9 also shows that the share of direct employment creation in ECCE is slightly higher than that in LTC,
reflecting smaller indirect (Type I) multipliers in the former as education is a more labour-intensive industry
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than long-term care. The share of direct jobs varies from 80 per cent to 89 per cent with the ECCE invest-
ment and 72 per cent to 80 per cent with the LTC investment.

5.1.2. Changes in gender employment gaps

Cross-regional differences in employment creation from investing in care can be more easily appreciat-
ed when compared to population sizes, even more so in this exercise, which projects population chang-
es to different horizons. Figure 5 shows the increase in employment-to-population ratios overall (among
15-64-year-olds), assuming all jobs are going to that age group. The baseline employment rate is assumed
constant at the level of 2019, under the plausible assumption that employment rates will have recovered
from the impact of COVID-19 by then, in line with IMF projections of GDP.

Overall, the simulated employment creation adds 6.3 percentage points (ppts) to the global employment

rate of 58 per cent by 2035 when considering indirect effects only, ranging from 5.5 ppts in Europe to 7.5
ppts in Africa. If induced effects were added the total increase would be 9.1 ppts (and 12.5 ppts in Africa).

» Figure 5. Changes in overall employment-to-population ratios (ages 15-64), 2035
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Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author’s calculations.

Figure 6 shows the increase in employment-to-population ratios (ages 15-64) by gender for the 2035 sce-
nario. As expected, women’s employment rate would increase far more than that of men. The difference
between the two bars shows the decrease in the gender employment gap (that is, the gap between male
and female employment rates). Overall, women’s employment rates would increase by 10.2 ppts and men'’s
by 2.6 ppts. This means the gender employment gap would be reduced by 7.4 ppts (from a current gender
employment gap of 26 ppts). In relative terms, the gap would be reduced by half in Africa (from 14 to 6.6
ppts) and by nearly two-thirds in Europe (from 11 to 4 ppts).
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» Figure 6. Changes in employment-to-population ratios (ages 15-64) by gender, 2035 (percentage points)
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Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author’s calculations.

The gender employment gap becomes negative or very small (below 3 ppts) in 31 countries (38 per cent of
the sample), where baseline gender employment gaps are below 10 per cent. The gap remains between
4 and 12 per cent in another third of countries, most of which have medium-to-high gaps to start with of
between 10 per cent and 20 per cent. The gap would still narrow by a good third in most countries in this
group. The remainder of countries would benefit from a much smaller reduction of their gender employ-
ment gap, which reflects their heavily male-dominated current labour markets, a feature more pronounced
in Arab countries in Northern Africa and the Middle East, as well as Turkey and countries in South Asia.

5.1.3. Employment in childcare and long-term care

Another interesting result from this exercise is the convergence of care employment in the total new em-
ployment across countries. Table 10 shows that employment in care would reach about 7 to 9 per cent
of total employment post-reform. When excluding other social work from care employment, the current
share of care employment in total employment is about 8 per cent in Denmark and 9 per cent in Norway.
Even though this simulation exercise is performed across a wide range of economies and employment
structures, this uniformity is unsurprising to some extent given the focus on universal provision on par
with Scandinavian countries. This contributes to transform the economies towards becoming more caring.
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» Table 10. Share of the care sector (long-term care and ECCE) in total employment (%)

Region Baseline 2030 2035
Africa 0.2 8.1 8.5
Americas 1.8 8.5 8.5
Arab States 0.4 9.1 9.0
Asia Lower 0.2 6.8 7.2
Asia/Pac. Upper 0.9 6.5 6.9
Europe 2.8 8.5 8.6
All regions 0.9 73 7.6

Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author's calculations.

Nevertheless, this cross-regional uniformity masks cross-country differences. Care employment oscillates
around 7-10 per cent of total employment in 90 per cent of the countries sampled, buts ranges from 4-5
per cent in countries like Viet Nam and Cambodia (two countries with very high overall employment rates)
to 11 per cent in Senegal (a country with a very low overall employment rate).

For men, the share of care employment in total employment would remain very low, below 3 per cent in
most countries, but would reach 6 per cent in Senegal.

For women, the share of care employment as a result of the investment would vary much more widely, re-
flecting initial levels of female employment. For most countries it would reach around 12-18 per cent, but
would be as low as 6 per cent in Cambodia (which has very high female employment rates to start with)
and as high as 28 per cent in India and Pakistan, and 37 per cent in Egypt and 40 per cent in Saudi Arabia,
all reflecting very low initial levels of female employment to increase from.

5.2. Effects on unpaid care work time

This study implicitly assumes some substitution of formal care for unpaid care time and thus a reduction
in women'’s unpaid care work time through the effect on increased labour supply only. This is a strong as-
sumption, as paid employment is not a full substitute for unpaid care time, and neither is formal childcare
or long-term care, given the complementarities that can occur. More likely the substitution might mir-
ror changes in time spent on household tasks overall, as earnings gained from employment can be used
more broadly to outsource such activities (or to pay for time-saving equipment). This is expected to be the
case, as childcare is a more desirable, “social” activity than more menial household tasks such as cleaning.
Indeed, for European data, the difference in time spent on overall household tasks between “homemakers”
and full-time employed women is more pronounced than that spent on childcare, even when only looking
at those with childcare responsibilities (using HETUS >4 data for 2010 or thereabout, from the Eurostat da-
tabase). The difference in the former is commensurate to the increase in time spent in paid employment.

The same sort of relative substitution is likely to occur in the other countries studied, albeit with a question
mark for low-income countries where household tasks are more difficult to outsource or “save” because of
lack of adequate basic infrastructure (for example, fetching water from a well). All in all, the full employment
substitution implicitly assumed on the demand side (that is, with no supply constraint) is likely to represent
an upper-bound. Therefore, itisimportant to note that substantial investments in care policy reforms should
be accompanied by significant investments in basic infrastructure in lower-income countries (such as for

54 HETUS refers to Harmonised European Time Use Surveys.
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water, transport, electricity) to enable effective use of the benefits of the care reforms, as should there be
complementary investments in health and education more generally.

5.3. Tax revenue and net spending requirements

Tax revenue from the increase in economic activity (and substitution from unpaid to paid care work) is es-
timated using existing ratios of tax-to-GDP taken from the UNU-WIDER Government Revenue Dataset >
(Prichard, Cobham, and Goodall 2014; McNabb 2017). The total tax and social security contributions revenue
in per cent of GDP has been applied to the Type I GDP multiplier calculated using the same input-output
and social accounting matrix (SAM) tables as for employment. This gives a proxy for the short-term (annu-
al) fiscal “return on investment” per fraction of GDP invested in care. However, note that this fiscal “return”
does not include any reduction in public spending on social security benefits that would stem from the in-
creased employment and care investment (for example, unemployment benefits). >

In any case this “return” is certainly not the whole picture of the fiscal and economic benefits of investing in
care. The main story of a “social return on investment” is one of long-term benefits from increased employ-
ment of mothers of young children and unpaid carers, and of even longer-term economic benefits reaped
by the children when they grow up, such as increased productivity and earnings (and thus tax revenue)
and reduced public spending on social services and educational remediation, to name but a few. However,
these long-term benefits are harder to quantify and beyond the scope of this study. >’

Bearing these considerations in mind, table 11 shows the gross and net amounts of total investment in
care and paid leave (in per cent GDP), 8 that is before (gross) and after (net) the overall increase in short-
term tax revenue is taken into account. The net investment represents the fiscal effort that would need to
be funded through other resources (additional taxes, borrowing or rebalancing of government spending).

When measured in per cent of GDP, this fiscal effort is further reduced because the economy would have
grown, pushing up the denominator (new GDP) to which the fiscal effort is related. >° Table 11 shows the
gross investment in proportion to the current, baseline GDP (in each target year) and the net figures in pro-
portion to the new GDP (post-reform). The multiplier effects on GDP are also shown in table 11, with the
percentage increase in real GDP stemming from the overall investment in both care sectors, including indi-
rect effects only. The last column is a measure of the gross fiscal effort in per cent of GDP that is recouped
through tax revenue and increased GDP.

Overall, about 27 per cent of the gross investment is recouped in short-term tax revenue on average across
all regions, reducing the net investment that needs additional funding to 2.4 per cent GDP by 2030. The
2035 scenario would entail a net 2.8 per cent GDP in additional funding requirements. The Arab State of
Saudi Arabia sees the lowest reduction in spending; just 9 per cent of its gross spending is recouped (be-
cause of low taxes) whereas 36 per cent is recouped in Europe. The other regions lie in between, reflecting
their relative levels of formal activity and thus tax reach, as well as tax incidence.

%5 UNU-WIDER s the United Nations University World Institute for Development Economics Research. The data taken from the Government
Revenue Dataset was from the 2020 iteration of the database (showing data for 2017-19).

% Note as well that spending on cash benefits for ECCE and LTC is not harmoniously taken into account in the current public spending
that was subtracted, as most data available refer to spending on services, excluding cash benefits. Taking this into account accurate-
ly would further reduce the fiscal effort required.

57 See for example De Henau (2022) for a discussion and some estimates for the United Kingdom, and Garcia et al. (2016) for the United
States.

% The gross investment of the care policy package is added without adjustment for the potential overlap in costs of the leave policies
and childcare; so, if anything, the total gross cost is slightly overestimated.

% This study speaks of “fiscal effort” rather than the “amount to spend” when measuring amounts as a percentage of GDP. Amounts
in dollars have not changed, but they are worth less in relative terms in an economy that has grown.
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Note that when including the induced effects, given higher employment and thus earnings and consump-
tion that can be taxed, the short-term “self-funding rates” would increase overall from 27 per cent to 41 per
cent, and up to 55 per cent in Europe.

» Table 11. Gross and net (post-tax) investment in the care policy package

Gross investment Increase in real GDP from Net investment % of invest-

(all policies) baseline (all policies) ment (in %

- . GDP)thatis

billions US$ % GDP billions US$ (%) billions US$§ % new GDP self-funding

2030
Africa 156 6.1 128 5.0 136 51 18%
Americas 1421 4.1 1193 3.5 1090 3.1 27%
Arab States 45 4.6 44 4.4 43 4.2 9%
Asia Lower 360 41 340 3.8 308 3.3 18%
(o pec. 1581 43 1379 37 1226 3.2 26%
Europe 854 3.2 647 2.4 577 2.1 37%
All regions 4416 4.0 3731 34 3380 3.0 27%
2035

Africa 231 7.4 191 6.1 203 6.1 18%
Americas 1619 4.3 1312 3.5 1256 3.2 27%
Arab States 50 4.6 48 4.3 48 4.2 9%
Asia Lower 558 5.0 529 4.7 ATT7 41 19%
ﬁ;igéf ac. 1996 44 1747 38 1551 33 26%
Europe 937 33 713 2.5 636 2.2 36%
All regions 5392 4.2 4540 3.6 411 3.2 27%

Note: “Asia Lower” stands for lower-middle- and low-income countries in Asia (including Kyrgyzstan); “Asia/Pac. Upper” stands
for upper-middle- and high-income countries in Asia and the Pacific (including Kazakhstan); Europe includes Russian Federation,
Turkey and Israel. Arab States include Saudi Arabia only.

Source: Author's calculations.

Europe shows greater reductions in fiscal requirements compared to the other regions, owing to large tax
intakes in many countries. Of the 34 European countries sampled in this study, 27 would potentially recoup
more than a third of the investment, with 9 countries seeing their gross fiscal effort recouped by above 40
per cent in the short term (with France being the highest at 46 per cent). ®° This results in most countries
in the upper-middle- and high-income group (48 out of 57) having their annual net fiscal effort to provide
universal childcare (including well-paid leave) and long-term care of high quality lie below 3 per cent of
GDP, on par with the levels of public investment in the EU on average (European Commission 2017). And
this ignores the lower spending on social security benefits (such as, on low-income and/or unemployment
benefits) resulting from higher employment and earnings.

The total spending requirement remains high even in net terms, above 5 per cent of the new GDP, in about
15 countries, mostly in Africa, as well as in Pakistan, Nepal, Kyrgyzstan and Cambodia. The latter three
countries stand out from their regional counterparts for having very high minimum wages in proportion
to their average wages and/or higher average wages in proportion to GDP per capita. This helps explain
greatly their higher costs of childcare leave and care investment relative to GDP.

% With induced effects these figures could jump to 50 per cent and 60 per cent, respectively, with France potentially recouping 70 per
cent.
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The high pending requirements in lower-income countries may seem implausible to achieve, even across a
10- to 15-year period of progressive implementation, given current fiscal conditions in many of these coun-
tries, and their difficulty to borrow on international markets. But this exercise is meant to be transformative.
It gives a sense of the coordinated effort required internationally to achieve those ambitious objectives that
would transform the economy of these countries for the better. Granted, significant efforts are also required
to improve social protection more generally, as well as healthcare and education in many of these countries
(Duran-Valverde et al. 2020; ILO 2018a), but these need to be seen as complementary. As economies are
reshaped and become more caring and more equal, with higher wages and more formal employment of
higher quality, it is expected that the tax base will increase. This in turn would enable more structural tax
reforms and thus reduce the net spending requirement annually over time. ¢! In a recent ILO working paper,
Bierbaum and Schmitt (2022) - building on Ortiz et al. (2019), Duran-Valverde et al. (2020) and ILO (2020a)
among others - explore some of the funding options to close financing gaps of social protection floors, to
which childcare, long-term care and leave policies are intrinsically linked. Focusing on domestic solutions,
they recommend establishing fairer and more progressive tax systems, expanding social security cover-
age, fighting corruption and illicit financial outflows, and reprioritizing and reallocating public expenditure.

At the same time, international cooperation on trade and financial regulation should gear up towards en-
abling lower-income countries to retain more of the resources that are produced in their territory rather
than them flowing out to richer countries, including through restructuring foreign debt (UN Women 2019).
Ideas such as a global minimum wage, wealth transaction taxes, more stringent material footprint curtail-
ment and international solidarity are all possible solutions to be mobilized together to see genuine pro-
gress being shared more globally (Hickel 2020).

¢ Note that the tax revenue estimated here is a lower-bound, as it does not take into account the increase in formal employment from
the investment itself, which will provide increased tax revenue by construction. Also, with induced effects included, the net spending
requirement is further reduced to below 5 per cent in six additional low-income countries.
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» Conclusion

This comprehensive study has aimed to shed a light on the annual public spending required to expand
paid care leave and provide universal, high-quality services of childcare and long-term care, a key compo-
nent of the social infrastructure of any economy. The study considered 82 countries, representing 94 per
cent of the world GDP and 87 per cent of total employment, across all income groups and geographies.

Using simulation methods based on the current economic and demographic structure of each country, pol-
icy scenarios to close care policy gaps progressively by 2030 and 2035 were examined reflecting principles
geared towards high-quality universal needs-based entitlements. The simulations also estimated the gen-
der-equalizing employment effects of closing childcare and long-term care policy gaps. In other words, it
examined the effects not only of investing in universal ECCE and LTC services, but also of expanding access
to paid care leave for parents in order to achieve continuity of care and employment for many families, in-
cluding those in informal employment - a novel aspect of this study.

Results have shown that the additional public spending required is a substantial part of GDP, and higher
still in countries with less developed systems and large populations in need of care. The policy scenarios
simulated in this study are far more ambitious than in the simulations carried out in ILO (2018a), albeit re-
stricted to fewer areas of the care economy (that is, without examining school education and healthcare
provision). Such ambitious levels of investment would transform economies to make them more caring,
including with a larger proportion of total employment in care and stronger incentives for paid childcare
leave for fathers. This would also result in substantial employment creation, not only in the care sector but
in other industries as a result of indirect effects. Employment-to-population-ratios could rise significantly,
by 6 percentage points on average overall and up to 10 percentage points for women; while it is expected
to reduce the motherhood pay gap through continuity of care provision.

Reflecting persistent gender segregation in care and other industries, the vast majority of new jobs were
simulated to go to women in most countries. This would reduce the gender employment gap substantially,
to below 3 percentage points or even negative territory in a third of the countries studied.

The short-term recurrent benefits also extend to fiscal returns, with the net spending (in per cent of GDP)
reduced for countries with relatively higher tax revenue (such as in Europe) or greater GDP multipliers
(such as in Africa).

These changes would happen gradually, moving away from default positions of relying on private market
solutions or unpaid care work. A virtuous cycle is expected to emerge: care constraints are relieved, allow-
ing women to remain attached to the labour market with increased earnings. This would bring in more
tax revenue to help fund care services and leave provision. At the same time more formal employment is
created, expanding the tax base further. This would enable structural tax reforms and increases towards
a sustainable path without choking off employment, contributing to making the investment pay for itself
over time. Although not examined in this study, long-term benefits would also contribute to the fiscal ef-
fort, in the form of productivity increases from a better educated and better looked-after population, as
well as through reductions in unpaid work and other aspects of social spending. In addition, in order to
maximize the benefits of such investments, complementary investments are required in basic and social
infrastructure, including water, sanitation, healthcare, education and social protection. However, these were
beyond the scope of this study.

But, as repeated time and again in multiple outlets (ILO 2018a; De Henau and Himmelweit 2021; Kim et
al. 2019; UN Women 2019), beyond these narrow economic considerations of fiscal and employment ben-
efits, the best case to put forward about the need to keep investing in high-quality formal care services is
the infrastructure case: an economy - let alone a society - cannot function and be sustained without ad-
equate care provision. Ignoring the huge contribution of unpaid care work to gainful economic activities,



54

P ILO Working Paper 55

as has become clear during the pandemic, is as dangerous as ignoring the damage that the “productive”
sphere of the economy does to the environment. Therefore, rather than mostly worrying about whether
or not they can afford public care provision, governments would benefit from primarily asking themselves
whether they can afford not to care. It is hoped that this study will help in this way and reduce gender bias
in the framing and making of policy.
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Appendix 1. Note on calculating induced employment
effects

Because of the labour-intensive nature of care work, induced effects from household consumption of em-
ployees’ increased earnings (from both direct and indirect job creation) are likely to be more prominent
than indirect effects, especially in countries where the simulated pay rise is substantial (mostly low- and
lower-middle-income countries). This note explains the assumptions required to derive induced effects.

The Type II employment multiplier of a given industry gives the number of total jobs created in the econ-
omy (that is, direct, indirect and induced jobs) per direct job created in the industry.

Some studies, such as ILO (2018a), stop short of estimating Type II employment effects with input-output
analysis because of the problem of heterogeneous propensity to consume for households. Typically, in in-
put-output tables using one aggregate household sector, ¢2induced employment effects are the same for
a given increase in total income irrespective of the industry in which the investment takes place, because
household consumption is estimated on aggregate across all types of households. This reduces the aggre-
gation bias of using proxy industries such as education and health for care investment. However, it may in-
troduce another bias if wages in care do not reflect the average wages in the proxy industries. Calculations
follow a method developed by De Henau and Himmelweit (2021) to correct for any difference between the
modelled average wage in care and average wages in the proxy industries by adjusting the Type II em-
ployment multipliers of these industries. The problem of heterogeneity of households' propensity to con-
sume remains, but this is likely to cause less bias when investment is large - such as those envisaged in
this study’s scenarios. It is likely that many households across the whole income distribution will benefit
from the investment, so that an average propensity to consume based on the aggregate household sec-
tor seems adequate.

Note that the SAM-based derivation of Type II employment effects is straightforward when the household
sector and the income paid to factors of production are endogenous to the model (Breisinger et al. 2009).
SAM tables used in this study distinguish different households, which makes the calculation of the induced
effect based on heterogeneous propensity to consume more accurate. The method to derive indirect and
induced effects is similar to that used in input-output analysis, where industry input-output tables are aug-
mented by the household sector to which compensation of employees is allocated.

Another issue raised in Type II calculations is the need to estimate the correct level of resources from which
consumption is derived, which includes not just earnings but also unearned/saved income. The latter is tak-
en into account with the average propensity to consume based on total resources available, using National
Account data on primary and secondary resources.

Estimating induced employment effects also requires data on employment income of both employees and
the self-employed, since part of this income will be spent in the economy by the households of the newly
employed. Employment income for the self-employed cannot be identified in the input-output table data
at hand, as it is amalgamated with the gross operating surplus of enterprises. Therefore, only the income
of employees is used in the calculation of induced effects, and divided among both employees and self-em-
ployed workers. In most countries the self-employed form a small part of the employment creation, so this
lower-bound estimate is not too problematic. Fortunately, in Sub-Saharan African countries, where self-em-
ployment constitutes the bulk of employment, the social accounting matrices consider all forms of income
so that consumption effects can be calculated accurately for both employees and the self-employed.

62 Asinthe case of the OECD STAN database tables and ADB database tables, but not in a social accounting matrix (SAM).
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Appendix 2. List of countries and sources

» Table A.1a. List of countries by region and income level

Region Country/Territory iso3code Income group

Africa Coéte d'lvoire Clv Lower-middle income
Africa Egypt EGY Lower-middle income
Africa Ethiopia ETH Low income

Africa Ghana GHA Lower-middle income
Africa Kenya KEN Lower-middle income
Africa Morocco MAR Lower-middle income
Africa Mozambique MOz Low income

Africa Nigeria NGA Lower-middle income
Africa Rwanda RWA Low income

Africa Senegal SEN Lower-middle income
Africa South Africa ZAF Upper-middle income
Africa Tanzania, United Republic of TZA Low income

Africa Tunisia TUN Lower-middle income
Africa Uganda UGA Low income
Americas Argentina ARG Upper-middle income
Americas Brazil BRA Upper-middle income
Americas Canada CAN High income
Americas Chile CHL High income
Americas Colombia CoL Upper-middle income
Americas Costa Rica CRI Upper-middle income
Americas Mexico MEX Upper-middle income
Americas Peru PER Upper-middle income
Americas United States USA High income

Arab States Saudi Arabia SAU High income

Asia and the Pacific Bangladesh BGD Lower-middle income
Asia and the Pacific Cambodia KHM Lower-middle income
Asia and the Pacific India IND Lower-middle income
Asia and the Pacific Indonesia IDN Lower-middle income
Europe and Central Asia Kyrgyzstan KGZ Lower-middle income
Asia and the Pacific Lao People's Democratic Republic LAO Lower-middle income
Asia and the Pacific Mongolia MNG Lower-middle income
Asia and the Pacific Nepal NPL Low income

Asia and the Pacific Pakistan PAK Lower-middle income
Asia and the Pacific Philippines PHL Lower-middle income
Asia and the Pacific Viet Nam VNM Lower-middle income
Asia and the Pacific Australia AUS High income

Asia and the Pacific Brunei Darussalam BRN High income

Asia and the Pacific China CHN Upper-middle income
Asia and the Pacific Fiji FJI Upper-middle income
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Region Country/Territory iso3code Income group

Asia and the Pacific Hong Kong, China HKG High income

Asia and the Pacific Japan JPN High income

Europe and Central Asia Kazakhstan KAZ Upper-middle income
Asia and the Pacific Malaysia MYS Upper-middle income
Asia and the Pacific New Zealand NZL High income

Asia and the Pacific Republic of Korea KOR High income

Asia and the Pacific Singapore SGP High income

Asia and the Pacific Sri Lanka LKA Upper-middle income
Asia and the Pacific Thailand THA Upper-middle income
Europe and Central Asia Austria AUT High income

Europe and Central Asia Belgium BEL High income

Europe and Central Asia Bulgaria BGR Upper-middle income
Europe and Central Asia Croatia HRV Upper-middle income
Europe and Central Asia Cyprus CYP High income

Europe and Central Asia Czechia CZE High income

Europe and Central Asia Denmark DNK High income

Europe and Central Asia Estonia EST High income

Europe and Central Asia Finland FIN High income

Europe and Central Asia France FRA High income

Europe and Central Asia Germany DEU High income

Europe and Central Asia Greece GRC High income

Europe and Central Asia Hungary HUN High income

Europe and Central Asia Iceland ISL High income

Europe and Central Asia Ireland IRL High income

Europe and Central Asia Israel ISR High income

Europe and Central Asia Italy ITA High income

Europe and Central Asia Latvia LVA High income

Europe and Central Asia Lithuania LTU High income

Europe and Central Asia Luxembourg LUX High income

Europe and Central Asia Malta MLT High income

Europe and Central Asia Netherlands NLD High income

Europe and Central Asia Norway NOR High income

Europe and Central Asia Poland POL High income

Europe and Central Asia Portugal PRT High income

Europe and Central Asia Romania ROU Upper-middle income
Europe and Central Asia Russian Federation RUS Upper-middle income
Europe and Central Asia Slovakia SVK High income

Europe and Central Asia Slovenia SVN High income

Europe and Central Asia Spain ESP High income

Europe and Central Asia Sweden SWE High income

Europe and Central Asia Switzerland CHE High income

Europe and Central Asia Turkey TUR Upper-middle income
Europe and Central Asia United Kingdom GBR High income
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» Table A.1b. List of input-output data

Country/Territory Input-output data

Cbote d'lvoire SAM 2013
Egypt SAM 2011
Ethiopia SAM 2015
Ghana SAM 2013
Kenya SAM 2014
Morocco OECD
Mozambique SAM 2015
Nigeria SAM 2006
Rwanda SAM 2011
Senegal SAM 2014
South Africa OECD
Tanzania, United Republic of SAM 2013
Tunisia OECD
Uganda SAM 2013
Argentina OECD
Brazil OECD
Canada OECD
Chile OECD
Colombia OECD
Costa Rica OECD
Mexico OECD
Peru OECD
United States OECD
Saudi Arabia ** OECD
Bangladesh ADB
Cambodia OECD
India OECD
Indonesia * OECD
Kyrgyzstan ADB

Lao People's Democratic Republic ADB
Mongolia ADB
Nepal ADB
Pakistan * ADB
Philippines OECD
Viet Nam OECD
Australia OECD
Brunei Darussalam OECD
China OECD

Fiji ADB
Hong Kong, China * OECD
Japan * OECD

Kazakhstan ** OECD
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Country/Territory Input-output data

Malaysia OECD
New Zealand ** OECD
Republic of Korea OECD
Singapore ** OECD
Sri Lanka ADB

Thailand OECD
Austria OECD
Belgium OECD
Bulgaria OECD
Croatia OECD
Cyprus OECD
Czechia OECD
Denmark OECD
Estonia OECD
Finland OECD
France OECD
Germany OECD
Greece OECD
Hungary OECD
Iceland OECD
Ireland OECD
Israel * OECD
Italy OECD
Latvia OECD
Lithuania OECD
Luxembourg OECD
Malta OECD
Netherlands OECD
Norway OECD
Poland OECD
Portugal OECD
Romania OECD
Russian Federation OECD
Slovakia OECD
Slovenia OECD
Spain OECD
Sweden OECD
Switzerland OECD
Turkey OECD
United Kingdom OECD

Notes: ** Countries with no micro-data (for paid care leave eligibility estimations). * Countries with no presence of children iden-
tifiable in micro-data. OECD STAN input-output data are for 2015 and ADB data for 2017.
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