BUDGET

PERSPECTIVES
2024

PAPER 3

June 2023

EXTENDING THE NATIONAL CHILDCARE SCHEME

TO CHILDMINDERS:
COST AND DISTRIBUTIONAL EFFECT
KARINA DOORLEY, DORA TUDA AND LUKE DUGGAN

9 INSTITIUID TAIGHDE
EACNAMAIOCHTA
AGUS SOISIALTA

ES Rl ECONCMIC & SOCIAL
RESEARCH INSTITUTE




EXTENDING THE NATIONAL CHILDCARE SCHEME
TO CHILDMINDERS:

COST AND DISTRIBUTIONAL EFFECT

Karina Doorley
Dora Tuda

Luke Duggan

June 2023

BUDGET PERSPECTIVES 2024

PAPER 3

Available to download from www.esri.ie

https://doi.org/10.26504/BP202403

© 2023 The Economic and Social Research Institute
Whitaker Square, Sir John Rogerson’s Quay, Dublin 2

This Open Access work is licensed under a Creative Commons Attribution 4.0 International License
(https://creativecommons.org/licenses/by/4.0/), which permits unrestricted use, distribution and
reproduction in any medium, provided the original work is properly credited.


https://doi.org/10.26504/BP202403
http://creativecommons.org/licenses/by/4.0/

ABOUT THE ESRI

The Economic and Social Research Institute (ESRI) is an independent research
institute working towards a vision of ‘informed policy for a better Ireland’. The
ESRI seeks to support sustainable economic growth and social progress in Ireland
by providing a robust knowledge base capable of providing effective solutions to
public policy challenges.

The Institute was founded in 1960 by a group of senior civil servants, led by
Dr T.K. Whitaker, who identified the need for independent and in-depth research
to support the policymaking process in Ireland. Since then, the Institute has
remained committed to independent research and its work is free of any expressed
ideology or political position. The Institute publishes all research reaching the
appropriate academic standard, irrespective of its findings or who funds the
research.

The ESRI brings together leading experts from a variety of disciplines who work
together to break new ground across a number of research initiatives. The
expertise of its researchers is recognised in public life and researchers are
represented on the boards and advisory committees of several national and
international organisations.

ESRI researchers uphold the highest academic standards. The quality of the
Institute’s research output is guaranteed by a rigorous peer review process.
Research is published only when it meets the required standards and practices.
Research quality has also been assessed as part of two peer reviews of the
Institute, in 2010 and 2016.

ESRI research findings are disseminated widely in books, journal articles and
reports. Reports published by the ESRI are available to download, free of charge,
from its website. ESRI staff members communicate research findings at regular
conferences and seminars, which provide a platform for representatives from
Government, civil society and academia to discuss key findings from recently
published studies and ongoing research.

The ESRI is a company limited by guarantee, answerable to its members and
governed by a Council, comprising a minimum of 11 members and a maximum of
14 members, who represent a cross-section of ESRI members: academia, civil
service, state agencies, businesses and civil society.
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ABSTRACT

A series of studies have found that, prior to the introduction of the National
Childcare Scheme (NCS), parents in Ireland faced some of the highest childcare
costs among OECD countries. To improve childcare affordability, in 2019 the
Government introduced the NCS, which awards universal and means-tested
childcare subsidies to families using registered childcare. In this report we estimate
the potential cost and distributional impact of extending the NCS to a form of
mostly unregistered childcare: childminders who care for children in the
childminder’s home. We estimate that this reform would increase the cost of the
NCS to the Exchequer by €35-121 million per annum (8 per cent to 29 per cent of
the current cost), depending on take-up of the subsidy. Such a reform would
decrease the cost of childminder-based care by €100 per month, per child, and
would mainly benefit middle-income households. This could also have wider
impacts, on both the demand for centre-based childcare and mothers’ labour

supply.



SECTION 1

Introduction

A series of studies have found that parents in Ireland face some of the highest
childcare costs in the OECD (OECD, 2007; OECD, 2015; OECD, 2020; OECD, 2021).
According to Motiejunaite-Schulmeister et al. (2019), the average monthly fee for
full-time care for children under three in Ireland was €771 in 2019, among the
highest in the EU. The relative burden of childcare costs varies by household type.
Russell et al. (2018) showed that lower-income families and lone parents spend
relatively more of their disposable income on childcare.

In 2019, the Government introduced the National Childcare Scheme (NCS) to
ensure equal opportunity childcare, improve childcare affordability and lower the
barriers to labour market participation.! The NCS provides universal and means-
tested childcare subsidies to families using registered childcare. It replaced all
previously available childcare subsidies, except the Early Childhood Care and
Education (ECCE) scheme. The subsidy is awarded at a rate of €1.40-5.10 per hour
of registered childcare used up to a maximum of 45 hours per week. The hourly
rate is determined by the age of the child, household income and parental work
and education status.?

Registered childcare, in practice, equates to centre-based (formal) care and
excludes childminders and nannies. Childminders are care-givers who mind
children in their own home and are typically self-employed. Nannies care for
children in the child’s home and are usually employed by the parents. Both
childminders and nannies are termed ‘informal’ care-givers as they are not
registered with Tusla.? Childminder care is, however, the second most widely-used
form of paid, non-parental childcare in Ireland (Russell et al., 2016; Byrne and
O’Toole, 2016). In theory, childminders can register with Tusla and become eligible
for NCS subsidies. In practice, very few do so, which leaves the informal childcare
market largely unregulated.*

Previous research has examined the effect of the NCS on childcare affordability and
mothers’ labour supply. Doorley et al. (2021) estimate that in 2017, prior to the
introduction of the NCS, out-of-pocket childcare costs represented an average of
10 per cent of families’ disposable income, although a substantial minority of

1 Department of Children and Youth Affairs Policy Paper,

2 See Doorley et al (2021) for a detailed description of the rates and withdrawal criteria.

3 Tusla, The Child and Family Agency, is the dedicated State agency responsible for improving wellbeing and outcomes
for children.

4 2023 figures from Tusla indicate that very few childminders are registered (61 out of over four thousand registered
providers in Dublin were childminders (Register of Early Years Services by CountyTusla - Child and Family Agency)


https://assets.gov.ie/36160/638fa80312bb42598bf83974b0d6eedd.pdf
https://www.tusla.ie/services/preschool-services/early-years-providers/register-of-early-years-services-by-county/
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households faced childcare costs of more than 20 per cent of their disposable
income. Simulating the effect of the NCS on childcare affordability, the authors
estimated that it was equivalent to a cash transfer of 8 per cent of disposable
income for the lowest-income households, falling to 1-3 per cent for middle- and
high-income households.

Doorley et al. (2023) showed that the introduction and recent expansion of the
NCS is likely to put pressure on formal childcare facilities by increasing the demand
for subsidised, formal childcare over informal, non-subsidised childcare. This is
particularly pertinent as most registered childcare facilities have committed to
price freezes in 2023 as part of the Government’s Core Funding model,
guaranteeing that increased subsidies will not push up the price of registered
childcare.® Doorley et al. (2023) estimate that expanding the NCS to informal care
would decrease the demand for formal childcare by around 20 percentage points.

Through the National Action Plan for Childminding (DCEDIY, 2021), the
Government has committed to extending regulation and Tusla registration to all
non-relative childminders on a phased basis. Legislation and childminder-specific
regulations are currently being advanced by the Department of Children, Equality,
Disability, Integration and Youth (DCEDIY) that will allow childminders to register
with Tusla and take part in the NCS. The National Action Plan commits to a
transition period, during which childminders will be encouraged to register but will
not be required to do so.

This report evaluates the potential extension of the NCS to childminders in terms
of the Exchequer cost and the distributional impact. We use SWITCH, the ESRI's
microsimulation model, linked to the Irish component of the Survey on Income and
Living Conditions (SILC) in 2019, which contains administrative information on
earnings and welfare from the Irish Revenue Commissioners and the Department
of Social Protection. It also contains detailed information on typical childcare usage
and cost (see Table Al in the appendix for details of survey questions). However,
SILC does not distinguish between childminders and nannies when collecting
information about childcare usage. For this reason, we use the Growing Up in
Ireland (GUI) survey, which contains detailed disaggregated information on
childcare type. We estimate a simple model for the probability of a child in informal
care being cared for by a nanny or a childminder, using observable characteristics
common to both datasets. Using the coefficients from this model, we obtain an
estimated split between nanny and childminder care for children in informal care
in the SILC data. We validate this estimation against recent data from the 2022
Ipsos Childcare Survey of Parents (CSP). This estimated split between nanny and

5 ‘Over 90 per cent of early learning and care and school-age childcare providers introduce fee freeze for parents’,
press release, gov.ie.


https://www.gov.ie/en/press-release/ec12a-over-90-of-early-learning-and-care-and-school-age-childcare-providers-introduce-fee-freeze-for-parents/#:~:text=Minister%20for%20Children%2C%20Equality%2C%20Disability,contract%20for%20the%20Transition%20Fund.

childminder care is used as input to the SWITCH model to evaluate which children
will become newly eligible for the NCS if it is extended to childminders.

There is a well-documented pattern of imperfect take-up of cash and non-cash
benefits both nationally and internationally (Bhargava and Manoli, 2015; Doorley
and Kakoulidou, 2023). The DCEDIY will allow for a three-year transition period,
where childminders will be encouraged to register with Tusla, but will not be
required to do so. These two factors are likely to result in a low take-up of the NCS
for childminders, particularly at the beginning of the three-year period. For this
reason, we present several scenarios in which only a proportion of children in
childminder care become eligible for the NCS.
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SECTION 2

Disaggregating informal childcare types

We use the Irish Survey of Income and Living Conditions (SILC) linked to SWITCH
and the Growing Up in Ireland (GUI) Survey. The GUI survey collects detailed
information on the type of childcare used for the study child. In the latest infant
wave, study children are all aged nine years. SILC, on the other hand collects
information on childcare for all children in the household, but with less detail on
the type of childcare.® In particular, SILC groups hannies —who mind children in the
child’s home — and childminders — who mind children in their own home —together
under the heading ‘informal childcare’. The SILC data are not granular enough to
distinguish between relative and non-relative nanny or childminder care, so a
limitation of this analysis is that we are likely to overestimate the number of
childminders eligible for the National Childcare Scheme (NCS) under the proposed
policy reform.

The first step of our analysis is to estimate the relative split between children cared
for by childminders and those cared for by nannies, as the NCS will be extended to
the former but not the latter (DCEDIY, 2021).

We use Wave 5 of the GUI '08 cohort, which was collected in 2017, when study
children were nine years old (McNamara et al., 2021). Childcare questions concern
regular care arrangements made for the study child during term time. We define
formal childcare as preschool or afterschool care in a group setting, organised
homework club, afterschool facility, special needs facility or activity camps
(Appendix A). Childminder care includes paid relatives/friends or childminders in
their own home.” In practice, to be subject to regulation and Tusla registration, the
childminder will need to care for at least one non-relative child.

Nanny care includes paid relatives/friends or childminders in the child’s home or
au pair/nanny. Among children in paid childcare, 31 per cent of children in the
sample use formal pre- or after-school care, while 69 per cent use informal care
(Table 2). Out of the 69 per cent of children who use informal childcare, the
majority use a childminder (39 per cent).

We use the GUI data to model the probability that a child in informal childcare uses
a nanny versus a childminder. The dependent variable is equal to one if the child is

6 The SWITCH model reweights the SILC data to be representative of the population using, among other controls,
population projections from the Census. The age bands used in the reweighting procedure are gender specific and,
while the SWITCH model simulates the number of children quite accurately (Keane et al, 2023), it may not be
accurate on children of specific ages. Future model development will examine the feasibility of reweighting by more
granular age bands.

7 Our estimates from the 2017 GUI survey indicates that 26 per cent of families using childminders are paying relatives
to undertake this role. We do not know, however, if these relatives are also caring for any non-relative children. Care
by unpaid relatives is recorded separately and not included in the ‘childminder’ category.



cared for by a nanny and zero if they use a childminder. Explanatory variables, X;,
are limited to those that are comparable between the SILC and GUI datasets.

P(nanny); = X;B + €; (1)

Table 1 shows the results of a number of specifications for equation 1, estimated
using a linear probability model, with standard errors clustered on the household
level. The choice of explanatory variables is partly motivated by variables that are
common between the GUI and SILC datasets and partly motivated by observable
differences between the sample of nanny and childminder users in the GUI data
(see Table A3 in the appendix): weekly childcare cost per child, weekly childcare
hours, age of the youngest and eldest child in the household, annual equivalised
household income and mothers’ hours of work.®

The probability of using a nanny rather than a childminder is positively associated
with the weekly cost and hours of care. The age of the youngest child is negatively
associated with the probability of using a nanny while the age of the eldest child is
positively associated.® Household income and mothers’ work hours are positively
associated with the probability of using a nanny but these variables are missing for
some observations and are not statistically significant in specifications (2) and (3)
so our preferred specification is specification (1).

TABLE 1 CHILDCARE TYPE PROBABILITY, LINEAR PROBABILITY MODEL
Dependent variable: nanny = 1, childminder = 0 -E--E--E-
. 0.250 0.240 0.196
Weekly childcare cost/100 (0.0182) (0.0210) (0.0294)
0.00412 0.00441 0.775
Weekly child h 100
eekly childcare hours/ (0.000293)  (0.000370) (0.397)
. -0.0304 -0.0299 -0.0303
CEBETHs R Al (0.00646)  (0.00679)  (0.00800)
0.0352 0.0304 0.0184
A f the el hil
ge of the eldest child (0.00476)  (0.00564)  (0.00920)
0.00240 0.00162
A | ivali h hold i 1
nnual equivalised household income/100 (0.00201) (0.00206)
0.00207
P kly h f k
CG weekly hours of wor (0.00158)
N 902 857 643
Adjusted R? 0.495 0.502 0.504
Notes: Sample is children in the GUI ‘08 cohort age 9 who are cared for by either a nanny or a childminder, with siblings
under age 14. PCG = primary care giver. Standard errors are in parenthesis.
8 The weekly cost of childcare is inflated to 2019 levels using CPI in order to be comparable to reported childcare cost
in SILC.
9 We tried a number of different specifications for this model, including adding the number of children, a lone parent

dummy and commuting time, but most additional explanatory variables that we added (i) were not statistically
significant or had tiny coefficients or (ii) did not materially affect the split between childminders/nannies. We opted
to use the simplest specification (in column 1) for transparency.
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We use the estimated coefficients from column (1) in Table 1 to predict whether
children in ‘informal’ care in the SILC dataset are likely to be cared for by a
childminder or a nanny. Due to the different age profile of children in the GUI
survey compared to the SILC survey, we see a different baseline split between
formal childcare and informal childcare in the two datasets (Table 2). The use of
formal childcare is more frequent for children surveyed by SILC than by GUI. This is
likely due to the younger average age of children in formal compared to informal
care. For example, the majority of three and four years olds receive some formal
childcare due to the provision by the ECCE scheme of free preschool. As children
of this age are in the SILC dataset but not the GUI dataset, we expect to see
different proportions of children in each dataset in formal and informal care.®

Informal care (69 per cent) — predominantly childminders (39 per cent) — is the
most frequent type of care for the nine-year-old study children observed in the GUI
data, while formal childcare (69 per cent) is the most frequent type of care for
children observed in the SILC data. Employing the estimated model coefficients
from column (1) in Table 1, and using the SILC dataset, we predict the proportion
of informal childcare provided by nannies versus childminders. The key assumption
underlying this imputation is that, even if nine year olds have systematically
different childcare provision to younger or older children, in the case of informal
childcare, the split between nannies and childminders is related to the same
observables — cost, hours of care and age of children in the household —for children
of all ages. We estimate that, among the 31 per cent of children in informal care in
the SILC dataset, fewer than one-fifth are cared for by nannies while the rest are
cared for by childminders (column SILC 1).

As a robustness check, we also use data from the Ipsos CSP survey, which was
conducted by DCEDIY in 2022 and which collected data on a representative sample
of nearly 1,000 children under 15 years of age. Using the relative proportions of
nannies and childminders within informal care types reported in that survey for
children of school age (5-14 years) and not of school age (0-4 years), we randomly
assign the same proportional split to children observed in the SILC data. Our results
(shown in column SILC 2) are very similar to predictions using the GUI data (column
SILC 1). Within informal care provision, we estimate that around 10 per cent of
children are cared for by a nanny, with the remaining 90 per cent cared for by a
childminder.

In what follows, we use the SILC 1 estimates, obtained by mapping the
nanny/childminder split observed in the GUI data via the model coefficients shown
in column 1 of Table 1.

10  Earlier waves of GUI could be combined in order to examine childcare choices by age. However, the age differences
would be compounded by cohort effects so we opt for a robustness check using the Ipsos CSP survey instead.
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TABLE 2 SPLIT BETWEEN FORMAL AND INFORMAL CHILDCARE IN SILC 2019, GUI '08 AGE 9
COHORT AND IN 2022 IPSOS CSP

| Gul___ [ lIpsosCsp SILC 1 SILC 2

Proportion using

Formal childcare 31% 59% 69% 69%
Informal childcare
Nanny 30% 4% 5% 3%
Childminder 39% 38% 26% 28%

Note: Authors’ calculations using children in 2017 GUI data, children 0-12 years in 2019 SILC and children 0-14 years in
2022 Ipsos Childcare Survey of Parents. SILC 1 imputes the split between nannies and childminders for informal care
types using the coefficients from equation 1, estimated using the GUI data. SILC 2 imputes the split between nannies
and childminders for informal care types using the relative proportions from the IPSOS MRBI data for children 0-4

years and children 5-14 years, randomly attributed to children 0-4 years and 5-12 years in informal care in the SILC
data.
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SECTION 3

Descriptive statistics

Having estimated the proportion of children in informal care in the Survey of
Income and Living Conditions (SILC) data cared for by childminders versus nannies,
we next present the characteristics of individual children under 13 years of age in
each type of childcare settings in the 2019 SILC data (Table 3).

Most children under 13 years of age (79 per cent) are not in childcare. These
children live in households with relatively low equivalised household income and
low parental labour supply, indicating that they are probably cared for by a parent.
A further 5 per cent of children are in unpaid care, by a relative or friend. The labour
supply of their parents is higher than that of children who are not in childcare but
the average hours of unpaid care is low, at 12 per month.

Around 10 per cent of children are in a formal childcare setting such as a créche,
Montessori or afterschool club. A small proportion of these use only 15 hours of
care per week in the context of the free preschool scheme, the Early Childhood
Care and Education (ECCE) scheme. The average equivalised disposable income of
centre-based (but not ECCE-only) children is relatively high and they use 99 hours
of care per month on average. The average cost of their care is €454 per month,
for which they receive an average subsidy of €169.

Around 5 per cent of children are cared for by a childminder only. These children
tend to have an older age profile and to have parents who work longer hours. They
receive 58 hours of care per month, on average, at a cost of €318 per month.

Just 1 per cent of children are cared for by a nanny only. These children tend to
have more siblings and parents who work longer hours. The average hours of care
is similar to the case of childminders, at 101 per month but the cost is much higher,
at €1,063 per month.

Finally, 1 per cent of children are cared by a combination of formal and informal
care (nanny or childminder). These children live in households with the highest
average equivalised disposable income and high parental labour supply. The
average hours of care used by these children is the highest of all of the groups, at
144 per month at a cost of €665 per month, on average. These children receive an
average National Childcare Scheme (NCS) subsidy (for their hours in a formal
setting) of €85 per month.

Children cared for by a childminder only, or by a combination of centre-based and
childminder care, are newly eligible for the NCS under the proposed legislative



change. Both groups of children live in households with relatively high average
income and high parental labour supply. In the next section we examine the effects
of NCS extension for these two groups.



TABLE 3 DESCRIPTIVE STATISTICS, SWITCH LINKED TO SILC 2019

Centre and
i | ECCE onl Mi | N |
_m Unpaid care | Centre only CCEonly inder only R B e anny only

Equivalised household disposable income 2,216.4 2,236.9 2,841.4 1,797.9 3,036.8 3,197.1 3,002.6
N. of children in household 1.7 2.0 1.9 2.1 2.0 1.7 2.4
Age of youngest child 6.2 4.6 3.9 2.6 4.9 3.8 3.5
Age of eldest child 8.6 7.9 6.8 5.7 7.9 6.3 8.5
Fathers’ weekly hours of work 34.6 39.9 37.8 38.5 42.3 45.9 43.8
Mothers’ weekly hours of work 19.8 26.2 27.6 16.3 32.9 31.7 333
Hours of childcare 0.0 11.5 99.2 65.3 58.3 143.8 101.1
Cost of care 0.0 0.0 453.7 0.0 318.2 665.4 1063.7
Hourly cost of care 0.0 0.0 7.0 0.0 9.4 8.3 18.8
NCS subsidy 0.0 0.0 169.4 0.0 0.0 85.3 0.0
Proportion of children <13 79% 5% 9% 1% 1% 1% 1%
Weighted N 1,712,765 102,556 193,826 25,272 83,212 22,693 16,135
Unweighted N 3817 213 388 51 171 50 46
Note: Authors’ calculations using SWITCH linked to 2019 SILC data. Sample is children <13 in 2019 SILC data. Income is equivalised using the national scale. The split between nanny and childminder in SILC

data is predicted using coefficients from equation 1, estimated using the '08 cohort at age 9 GUI data. Greyed cells show means based on a relatively small sample size of 30-50 observations and should
be interpreted with caution.



| 11

SECTION 4

Extending the NCS to childminders

We simulate several scenarios in which the National Childcare Scheme (NCS) is
extended to children cared for by childminders. Proposed legislation will allow for
a three-year transition period, where childminders are allowed to register with
Tusla, but are not legally required to do so. Take-up may also be incomplete if
parents do not systematically claim the subsidy.!* Therefore, at the beginning of
the three-year period, we expect relatively low take-up, which will subsequently
rise over time.!> We model three scenarios for registration of childminders and
related take-up of the NCS. In the first scenario, 25 per cent of households using
childminders avail of the NCS for these hours of care. This corresponds to a
hypothetical scenario in which few childminders register with Tusla and/or few
households apply for the NCS for their eligible hours of childminder care. A further
two scenarios increase this proportion to 50 per cent and 75 per cent, simulating
an increase in childminder registration/take-up of the NCS. In the final scenario, all
households using childminders are assumed to avail of the NCS for their eligible
hours of care.

In the counterfactuals with imperfect take-up of the NCS, we use five random
draws per scenario to assign households to take up or not take up the subsidy. We
then average the policy effects over the five random draws for each take-up
scenario. In each case, the simulated scenario is compared to a baseline situation
where the current (2023) parameters of the NCS are in place and the NCS is fully
taken up by families using formal childcare who are entitled to it.

11
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The Ipsos CSP found that 26 per cent of parents of children of preschoool age who use formal childcare in addition to
ECCE are not aware of the NCS while 45 per cent of parents of school-age who use formal childcare before/after
school are not aware of the NCS. Since the expansion of the NCS in Budget 2023, awareness is likely to have
increased but take-up, particularly of the income-assessed subsidy, is unlikely to be perfect.

Proposed legislation outlined under Head 32 of the General Scheme:
https://www.gov.ie/pdf/?file=https://assets.gov.ie/254561/1b92fe3a-97b6-46e2-8db2-
87f21b813db7.pdf#tpage=null.


https://www.gov.ie/pdf/?file=https://assets.gov.ie/254561/1b92fe3a-97b6-46e2-8db2-87f21b813db7.pdf#page=null
https://www.gov.ie/pdf/?file=https://assets.gov.ie/254561/1b92fe3a-97b6-46e2-8db2-87f21b813db7.pdf#page=null
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TABLE 4 EXTENDING THE NCS TO CHILDMINDERS: COST AND GAIN TO HOUSEHOLDS USING
CHILDMINDERS

NCS per

Share of Total cost, Change in Percentage month for

NCS/cost of

childminders total cost €m change in children .
€m p.a. childcare

entering NCS p-a. total cost cared for by
childminders

0 417.2 - 0.0
25 451.9 34.6 8.3% 29.3 9.2%
50 479.4 62.2 14.9% 50.9 16.0%
75 509.1 91.8 22.0% 74.3 23.3%
100 538.8 121.5 29.1% 96.3 30.3%

Note: Authors’ calculations using SWITCH linked to 2019 SILC. The share of children cared for by childminders is estimated
using coefficients from equation 1 estimated using GUI data (column (1) in Table 1). For each take-up scenario (25%,
50%, 75% of childminders), results are averaged over five random draws for that scenario. The total cost in the
baseline scenario (no childminders eligible for NCS) is based on the 2023 parameters of the NCS applied to all eligible
children in formal childcare.
Table 4 shows the annual cost of extending the NCS to childminders and the
average monthly subsidy for children cared for by childminders. The annual cost of
the NCS increases by between 8 per cent and 29 per cent, depending on the
number of childminders who take up the scheme. This corresponds to an annual

extra spend of €35-122 million per annum.

The average monthly subsidy for children cared for by childminders is €96 in the
full take-up scenario. This is less than the current average subsidy, of €169, for
children in centre-based care (Table 4). The lower average hours of care for
children with a childminder, combined with their higher average equivalised
household disposable income, means that these children on average benefit from
a lower subsidy.

Table 5 shows the number of extra recipients of the NCS and the increased
Exchequer expenditure, split between the universal and means-tested
components of the NCS, assuming 100 per cent take-up of the subsidy by children
cared for by childminders.'®* The number of universal subsidy recipients increases
by 54,000 while the number of recipients of the means-tested subsidy (either
standard or universal) increases by 26,000 (around half of the first figure). The
corresponding increases in expenditure are 37 per cent for the universal subsidy
and 23 per cent for the means-tested subsidy. Extending the NCS to childminders,
therefore, primarily increases expenditure on, and receipt of, the universal
subsidy. This is in line with the observation that families of children cared for by
childminders have relatively high average disposable income, limiting their
eligibility for means-tested subsidies.

13 Itis not possible to show results for this split for the other take-up scenarios as some of the sample sizes violate the
CSO’s statistical disclosure controls.
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TABLE 5 EXTENDING THE NCS TO CHILDMINDERS: EXTRA RECIPIENT NUMBERS AND
EXCHEQUER EXPENDITURE IN THE 100% TAKE-UP SCENARIO

Extra
extl\:: Tet::?;i(:\ts Change expenditure Change
(€pa)
Universal 54,219 46% 66 37%
Income assessed o o
(Standard/enhanced) 26,487 30% >6 23%
Total 80,705 39% 122 29%

Note: Authors’ calculations using SWITCH linked to 2019 SILC data. Figures represent a scenario with 100% take-up of the
NCS by childminders. The means-tested components of the NCS (standard and enhanced subsidies) are grouped
together for statistical disclosure control.

Figure 1 shows the distributional effect of extending the NCS to childminders in the
four take-up scenarios. Households are ranked from the lowest income fifth
(quintile) to the highest income fifth, based on their equivalised disposable income.
All households, and not just those with children, are represented in this chart to
show the targeting of the policy reform across the income distribution. For this
reason, the average gains as a proportion of disposable income appear very low as
they are diluted by the zero-gain experienced by all households without children

cared for by a childminder.

FIGURE 1 DISTRIBUTIONAL IMPACT OF EXTENDING THE NCS TO CHILDMINDERS
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household disposale income

-0.03%
Income quintile
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Note: Authors’ calculations using SWITCH linked to 2019 SILC. Quintiles are based on equivalised disposable household
income using the national equivalence scale. The four scenarios correspond to simulated take-up by childminders
of the NCS (25%, 50%, 75% and 100%).
Figure 1 shows that most of the gain from extending the NCS to childminders goes
to the middle of the income distribution. This pattern of gains contrasts with the

distributional effect of the current version of the NCS (shown in Figure Al in the
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appendix), which is strongly progressive. Currently, households in quintile 2 benefit
most from the NCS, while household in quintiles 4 and 5 benefit least. Figure 1
shows that extending the NCS to childminders would result in additional gains
which are larger for households in quintile 3, followed by households in quintiles
4, 5 and 2. There are no gains in the bottom quintile of the income distribution as
there are no households with children cared for by a childminder in this income

quintile.*

14  Behavioural responses to this reform might include switching behaviour between formal and informal childcare. This
would change the pattern of gains observed here.
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SECTION 5

Conclusions

The NCS is an important policy instrument to reduce the cost of childcare for
families in Ireland and increase female labour supply. In this report, we evaluate
the proposed extension of the National Childcare Scheme (NCS) to childminders.
We find that this would increase the total cost of the NCS to the Exchequer by 8
per cent to 29 per cent, depending on scheme take up. During the initial phase of
the transition period, costs are likely to be at the lower end of this estimate. We
find that the subsidy would be worth nearly €100 per month on average for
children cared for by childminders according to current usage. This represents
close to 30 per cent of the current cost of care for these children.

Previous research has shown that the NCS is progressive (Doorley et al., 2021). The
subsidy represents a higher proportion of disposable income for low-income
households, compared to high-income households. A reform to the NCS which
targets childminders would benefit middle-income households the most, reflecting
the fact that households that use childminders have higher average disposable
income than households using formal or unpaid care.

The extension of the NCS to forms of currently unregistered care, specifically
childminders, could have wider positive societal impacts by increasing the demand
for these types of care, alleviating the pressure on centre-based childcare. Previous
research has found that children cared by childminders (or parents) have a small
advantage over those in centre-based care in terms of health, socio-emotional
difficulties and vocabulary (McGinnity et al., 2013, 2015; Russell et al., 2016).
Recent research by Doorley et al. (2023) shows that if the price of informal care
fell, more parents would choose this type of care, reflecting an innate preference
of many parents for non-centre-based care. Furthermore, as informal childcare
remains largely unregulated, with only a few childminders registered with Tusla,
incentivising childminders to register could have significant effects on quality of
care and health and safety. By reducing the cost of an alternative form of childcare,
the policy could also increase the labour supply of mothers, a group that
demonstrates relatively high responsiveness to financial incentives to work
(Doorley et al., 2023).

Some limitations to our analysis include our inability to separate childminders who
are relatives from childminders who are not. For this reason, we are likely to
overestimate the cost of extending the NCS to childminders. Additionally, we have
not accounted for potential behavioural effects. Increased demand for
childminders as a result of the subsidy could lead to supply shortages or price

increases.
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APPENDIX

In SWITCH, childcare costs and hours are based on self-reported responses in 2019
SILC, the data underlying the SWITCH model. The SILC data contains information
on hours used per week for each type of childcare in a ‘usual week’. The average
weekly cost of each type of childcare is also collected.

TABLE Al CHILDCARE VARIABLES IN SILC 2019

SILC variables Childcare type

During a usual week how many hours is
pre_schl <name> cared for by a preschool or Formal

equivalent (kindergarten, Montessori)?

During a usual week how many hours is
créeche <Name> cared for by a créche or day-care Formal
centre??®
During a usual week how many hours is
<Name> cared for by a centre-based
service outside school hours (before and/
or after school even if it is at the school)?
During a usual week how many hours is
<name> cared for by a professional
childminder at the child’s home or the
child_mindr childminder’s home? (This includes au Informal

pairs, friends and relatives when the

friends or relatives are paid for child

minding).t®

In a typical week how much do (did) you
pre_scst pay in Montessori (or equivalent) fees for Formal
<name>?
In a typical week how much do (did) you
pay in centre-based childcare for <name>?
In a typical week how much do (did) you
pay in creche fees for <name>?
In a typical week how much do (did) you
pay in child minder fees for <name>?

centre Formal

centre_c Formal

creche_c Formal

mindr_c Informal

The Growing Up in Ireland (GUI) survey collects information on childcare type,
hours and cost for the study child. For the 2008 cohort at nine years of age
(collected in 2017), the information collected is as follows:

What is the main type of out-of-school care, if any, that you currently use
during term time for child?

15  This question includes all care types organised/provided by a public or private body.

16  For this variable there are direct arrangements between the carer and the parents: ‘Professional’ childminder shall be
understood as a person for whom looking after the child represents a job of work or paid activity. The term
‘professional’ does not necessarily indicate a qualification or concern quality of care. Babysitters and ‘au pair’ are also
included here.
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TABLE A2 CHILDCARE VARIABLES IN GUI ‘08 COHORT AT 9 YEARS

Paid relative (or family friend) in your own home Informal — nanny

Paid relative (or family friend) in his/her own home Informal — childminder
Paid childminder in your own home Informal — nanny
Paid childminder in his/her own home Informal = childminder
Au pair/Nanny Informal — nanny
Early morning care before school Formal
Paid afterschool care in a group setting Formal
Homework club Formal
Afterschool activity-based facility Formal
Special needs facility Formal
Activity camps Formal
TABLE A3 DESCRIPTIVE STATISTICS, GUI INFANT COHORT, WAVE 5
I 5 e e e e
Equivalised HH income 2,359.4 2,374.1 2,564.9 2,238.5 2,351.8
N of children in the HH 2.2 2.5 2.7 2.3 2.4
Age of the youngest child 6.2 6.1 5.7 6.4 6.1
Age of the eldest child 9.6 10.0 10.0 10.0 9.9
Hours of work PCG 44.5 46.5 47.4 45.8 45.9
Hourly cost of childcare 7.1 9.1 10.2 8.4 8.4
Weekly hours of childcare 9.1 22.6 40.1 10.4 25.7
N 325 902 371 531 1334
Notes: Sample is children in the GUI ‘08 cohort age 9 who are in centre-based care or cared for by either a nanny or a

childminder, with siblings under age 14. PCG = Primary care giver. HH = Household.

FIGURE A1 THE DISTRIBUTIONAL EFFECT OF THE NCS
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Note: Authors’ calculations using SWITCH linked to 2019 SILC. Quintiles are based on equivalised disposable household
income using the national equivalence scale.
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