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Foreword

In the first decade of this century, Latin America went through a period of sustained
growth accompanied by a reduction in income inequality. Since then, however, in
the wake of slower world growth and weaker commodity prices, regional growth has
slowed down considerably. Other than a large and sustained rebound in commodity
prices, regional growth will depend more on internal factors: faster capital accumula-
tion, increased labor force participation, and higher productivity. Moreover, further
reductions in inequality may be harder to achieve, as the wage premium has already
fallen significantly, and there is little fiscal space for further social spending.

Fostering inclusive growth in the region in this more complex environment is a
substantive challenge indeed, and it highlights the importance of identifying specific
areas where policy makers can act to improve efficiency and equity simultaneously.
This book 1s about one of them, namely, the potential for increasing growth and social
inclusion through higher female labor force participation. The book explores the
effectiveness of childcare provision as a policy tool to lift constraints women face to
contribute more actively to the income generation in their households.

The literature has documented the increase in education for the working-age popu-
lation in Latin America and the closing of gender gaps in terms of school attendance
and educational attainment. Nonetheless, the resources invested in improving educa-
tion for women have not had as high social returns as possible because of their low
participation rate. About half of the women who could participate in the labor market
in the region fail to do so. This book starts by stating that society and policy makers
have substantive reasons to care about this outcome, and it estimates the economic
costs of having such low levels of participation. The book analyzes the constraints to
more active participation in the labor market that women face, and it explores the
impact of childcare as an effective tool to open economic opportunities for Latin
American women. By reviewing the factors associated with take-up of existing pro-
grams, and by looking at the characteristics of the wide range of childcare programs in
the region—often incoherent and lacking an integrated perspective—the authors pres-
ent a convincing argument in favor of using childcare as a tool to foster participation.

XIX



XX

Improved daycare services may facilitate higher female labor force participation,
but if they are of low quality they can potentially work against an equally important
policy goal: ensuring that toddlers and infants get appropriate attention and care to
stimulate their early development. The analysis in this book acknowledges this issue
and argues for quality daycare as the way out of this potential conflict. The process of
enhancing female labor force participation and stimulating growth thus needs to be
accompanied by investing more resources—both budgetary and political—in improv-
ing childcare services over time.

This book will become an important reference for anyone interested in how the
region can increase growth in a way that is consistent with equity and social advance-
ment. It adds to the efforts that the Inter-American Development Bank has been mak-
ing to provide careful analysis and empirical evidence to support informed discussions
with policy makers and other actors interested in making the Latin American region a

better place for all.
Santiago Levy
Vice President for Sectors and Knowledge
Inter-American Development Bank
FOREWORD
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Overview

Countries in Latin America and the Caribbean (LAC) have invested substantial
resources in girls’ education in recent decades. As a result, the gender gap
has disappeared for enrollment in primary school and narrowed significantly for
enrollment in secondary school. Improvements in school attainment have been
even more impressive, with more girls than boys now completing school in many
countries in the region (Nopo 2012). These achievements are impressive. But to
fully realize the gains of these investments, governments need to get more of these
female graduates into the labor force.

Almost half of all women of working age in LAC are out of the labor market,
including 46 million women 25 and older with some education. At more than
30 percentage points, the participation gap between men and women is one of the
largest in the world (ILOSTAT 2015).

Developing and leveraging the professional skills of women is crucial for eco-
nomic performance. Estimates of the cost of low female labor force participation
(FLFP) are high, ranging from 3.4 percent of GDP in Mexico to 17 percent of
GDP in Honduras. These losses are much smaller in other countries, for example
9 percent in Japan and 5 percent on average for the Organisation for Economic
Co-operation and Development (OECD) countries. (IMF 2013). Raising the lev-
els of FLFP to male levels would increase GDP by an estimated 19 percent in
Argentina and 15 percent in Brazil (Aguirre and others 2012; see chapter 1).

The gender gap in labor market participation is present across the lifecycle, but
it widens during a woman’s childbearing years; most of the population out of the
labor market are women between the ages of 24 and 45. One of the main factors
behind the gender gap in economic opportunity and participation is childcare
demands on women’s time (ILO 2013; IMF 2013; Nopo 2012; World Bank 2012).

This book argues that more and better childcare is an important way to increase
FLFP. The main hypothesis is that the success of childcare policies depends on use
and that use depends on how programs design quality and convenience features.
First-rate educational programs will be useless if children are not enrolled or do
not attend; program expansions will be wasted if mothers cannot enroll their chil-
dren because they are unable to reach the center, if the program is too expensive,
or if their work schedules are not compatible with the childcare center’s hours.



2

Previous studies have documented that a large share of the potential workforce
does not participate in the labor market (McKinsey Global Institute 2015; Nopo
2012; Paes de Barros and others 2011; Pagés and Piras 2010; Piras 2004; World
Bank 2012). They also provide clues about how to increase participation. An
extensive body of evidence, particularly from developed countries, shows that the
presence of subsidized nonparental childcare is correlated with FLFP (Del Boca
2015; Mateo Dfaz and Rodriguez-Chamussy 2013). Almost all random assign-
ment and quasi-experimental studies show consistent positive effects on either the
intensive or extensive margins of FLFP. What is missing in the literature is identi-
fication and analysis of the factors that affect the take-up of programs and demand
for childcare services and other care arrangements.

Systematized sources of information on childcare in the region usually
focus on development outcomes for children rather than the effect on FLFP
(see Araujo, Lépez Béo, and Puyana 2013; Berlinski and Schady 2015; Evans,
Myers, and Ilfeld 2000; Grun 2008; Vargas-Bar6én 2009; Vegas and Santibafiez
2010). The results, which usually include a range of interventions affecting
children’s development (conditional cash transfers, health programs, childcare
programs, and parenting education), are not necessarily representative of child-
care in the region.

This book addresses these gaps. Part I shows why increasing FLFP 1s impor-
tant and childcare is the right policy for achieving it. Chapter 1 provides evi-
dence that increased FLFP contributes to growth, poverty reduction, and fiscal
sustainability. Lower labor force participation in paid work, particularly among
the poorest women, implies both productivity losses and higher probabilities of
intergenerational transmission of poverty and inequality. Female labor income
accounted for an estimated 28 percent of the sharp decline in inequality experi-
enced in the region between 2000 and 2010; had female labor income not changed
during this decade, extreme poverty would have been 30 percent higher in 2010
(World Bank 2012). For each generation of girls that completes primary, second-
ary, or tertiary education, an estimated $400 billion of the region’s investments in
education will not be capitalized through the labor market (see figure 1A.1 in the
annex to chapter 1)—a sum equivalent to the projected value of LAC’s trade with
China by 2017 (J. P. Morgan 2013).

Chapter 2 shows that childcare is positively and consistently related to
increases in FLFP, that exceptions to this rule are often related to the quality of
childcare, and that programs will not work if service features are not properly tai-
lored. Childcare alone is not sufficient to get women into the labor market, how-
ever. Interventions must mesh with other policies intended to improve women’s
outcomes in the labor market, such as education, maternity leave, flexible arrange-
ments at work, and intermediation programs (programs that connect employers

and people looking for jobs).
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Part II describes FLFP and the use and provision of childcare services
in LAC. Chapter 3 overviews current labor market outcomes, describing
women’s labor force participation, unemployment, informality, earnings, and
occupational segregation. Chapter 4 explores the use of childcare. It shows
that a mother’s decisions to participate in the labor market and to enroll her
child in childcare are often made simultaneously and that use of childcare is
segmented, with higher attendance among higher-income, better-educated
families. If early education programs are to help level the playing field and
close learning gaps, countries need to get more disadvantaged children into
early education programs.

Chapter 5 overviews the public and private supply of childcare programs
in LAC, based on data gathered from specialists and directors of publicly sup-
ported childcare programs in 21 countries.! It identifies a gap between supply
and demand and shows that segmentation in the use of childcare programs affects
the incidence of public spending. The chapter describes how different systems
structure transitions and service hours (parental leave, publicly subsidized child-
care programs, and compulsory education) and identifies the problems families
encounter when trying to reconcile family and work schedules.

Part III examines how policy makers can improve services and increase the
number of formal, center-based care arrangements for young children. Chapter 6
presents international benchmarks. It compares FLFP and childcare in LAC with
other regions, reviewing how some countries outside the region set standards for
childcare coverage, organize programs and resources, and design their program
features. The exercise shows that many successful economies have higher levels
of both FLFP and childcare use and reveals how some countries have solved the
problem of segmentation.

Chapter 7 proposes a method for identifying who is not using childcare services
and strategies for encouraging them to do so. Based on the experience of Chile,
it concludes that successful expansion of childcare requires good administrative
data (on stocks, enrollment rates, and attendance rates); good survey data on why
parents use or do not use formal childcare; adaptation of program features to the
needs of the most vulnerable households and working mothers; and complemen-
tary policies that reach households that are more difficult to mobilize for cultural
reasons.

Chapter 8 presents a basic package of services. It notes that programs can
simultaneously increase FLFP and improve child development outcomes and that
policy makers need to consider the trade-offs between the two.

Chapter 9 summarizes key challenges and frames a set of policy recommenda-
tions to increase FLFP through childcare provision. It calls for better data with
which to assess demand for childcare and presents a sample module that could be
added to household or other nationwide surveys.
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This book brings new elements to the public policy debate about alternatives
that could help remove barriers to FLFP, promote early childhood development,
and help reduce inequalities and level the playing field for generations to come.
LAC countries currently face favorable demographic conditions for moving
forward. They should start cashing in on the benefits of the ambitious educational
reforms and social programs of recent decades to achieve faster and more sustain-

able growth.

Note

1. The information gathered (including legislation on childcare, early childhood
development services, early education, public financing of early education and
care services, children’s rights, family education and support, and maternity and
parental leave from work) is available at http://www.iadb.org/en/research-and-data
[female-labor-force/list-laws,8525 . html.
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PART |

Why Is Increasing Female
Labor Supply Important and
Childcare the Right Policy to
Help Achieve It?






CHAPTER 1

Economic Gains from Increasing
Female Labor Force Participation

Promoting the economic participation of women and reducing gender
inequalities in the labor market are goals in themselves, because all indi-
viduals deserve the same opportunities to be economically active. Beyond fair-
ness, however, countries are paying a high price for low female labor force
participation (FLFP).

Countries in Latin America and the Caribbean (LAC) should be con-
cerned about FLFP for three main economic reasons. First, evidence points
to massive gains in per capita gross domestic product (GDP) from the incor-
poration of women into the labor market. Second, female labor income is
critical for reducing poverty and inequality. Third, narrowing gender gaps in
labor outcomes would increase the fiscal sustainability of social protection
systems.

Given their current demographic situations, most LAC countries have
a unique opportunity to cash in on the tremendous investments made in
education over recent decades. To do so, they need to capitalize on the full
potential of their workforces (see annex 1A, which provides estimates of the
magnitude of the investment in education that is not being capitalized in the
labor market).

This chapter presents estimates of per capita GDP gains from incorporating
into the labor force women who completed primary, secondary, and tertiary
education and are currently out of the labor market; reviews the evidence on
the effect of FLFP on poverty reduction; and discusses the impact on long-
term fiscal sustainability of FLFP, calculating the number of additional years of
demographic bonus LAC countries could enjoy from increasing it.



Growth and Productivity Gains from Female Labor Force Participation

Evidence points to significant GDP per capita gains as gender gaps in the labor
market shrink, given that suboptimal use of talent has consequences for aggregate
productivity (Hsieh and others 2013). A report by the McKinsey Global Institute
(2015) shows that women’s contribution to GDP in LAC (33 percent) is below
the world average (37 percent). The share of output produced by women is lower
only in the Middle East/North Africa and South Asia. According to their estimates,
$28 trillion could be added to global 2025 GDP if the participation of women in
the economy were identical to men’s. If all countries matched the best-performing
country in their region rather than achieved parity, $12 trillion could be added in
2025. The McKinsey report estimates that achieving parity in LAC would add 34
percent to the region’s 2025 GDP, and raising all countries to the level of the best
performer in the region would add 14 percent.

Aguirre and others (2012) estimate the impact on GDP of increasing FLFP to
country-specific male levels. Results for the only two LAC countries in their study
mdicate that doing so would increase GDP by 19 percent in Argentina and 15
percent in Brazil.!

Cuberes and Teignier (2016) estimate that existing labor market gender gaps in
entrepreneurship and participation in the workforce lead to average income losses
of 15.7 percent in the short run and 17.2 percent in the long run for LAC.

Our estimates are partial equilibrium calculations of gains from the incorpora-
tion into the labor market only of women who completed some level of education,
assuming that current returns to each education level remain unchanged. Potential
productivity gains from incorporating women who complete primary, secondary,
or tertiary education but then do not enter the labor market range from 3.5 percent
of GDP i Mexico to 10.4 percent in Costa Rica and 16.8 percent in Honduras
(table 1.1).

Estimated increases in GDP in LAC from raising FLFP are about 7 per-
cent on average. Estimated economic gains are lowest in Mexico (3.5 percent)
and Guatemala (4.0 percent), where current labor returns to women are very
low. Breaking the vicious circle of low productivity and low participation could
bring about significantly larger economic gains. In countries like these, economic
gains would be greater if interventions to improve productivity were introduced
(chapter 2 discusses complementary policies that affect FLFP).

Effect on Poverty and Inequality Reduction

Growth in female labor income in LAC between 2000 and 2010 accounted for
28 percent of the reduction in inequality and 30 percent of the reduction in
extreme poverty (World Bank 2012). Increased female labor income thus pulled
about 5 million of the region’s people out of extreme poverty.
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TABLE 1.1 Estimated productivity loss from women staying out of labor market in selected
countries in Latin America and the Caribbean

Country Percentage of current GDP
Honduras 16.8
Costa Rica 10.4
Peru 9.0
Argentina 7.0
Chile 6.8
Paraguay 6.7
Ecuador 6.5
El Salvador 6.3
Panama 5.8
Colombia 5.7
Uruguay 55
Brazil 47
Guatemala 46
Dominican Republic 4.0
Belize 39
Mexico 35

Sources: Data from UIS UNESCO for Educational Attainment by gender; ILOSTAT for labor force participation rate
by gender and education; SEDLAC for average monthly wage in nominal local currency units by gender; and World
Development Indicators for GDP.

Note: Increased labor force participation is by women who completed some level of education only.

Increases in female economic participation and earnings can reduce current
and future poverty by raising levels of consumption and savings. There is also
evidence of differential consumption and saving propensities of men and women
that affect household members. Higher FLFP is associated with lower infant mor-
tality rates and higher life expectancy, for example, and it has positive effects on
children’s development and well-being.? Higher FLFP thus has positive impacts
on the earnings capability of the next generation, which may reduce the intergen-
erational transmission of poverty (Morrison, Raju, and Sinha 2007). Doing so is
especially important for the most vulnerable households, among whom a larger
proportion of households have at least one child younger than 5 (see annex 1B).

A lower rate of economic activity for women than men is not the only gender
inequality linked to poverty. Higher rates of female employment in the informal
sector and unemployment, a higher probability of working in low-productivity

ECONOMIC GAINS FROM INCREASING FEMALE LABOR FORCE PARTICIPATION
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industries, and lower remuneration are important factors in the relationship
between labor and poverty.

Costa and Silva (2008) simulate counterfactual scenarios in which gen-
der inequalities are reduced and estimate their impact on poverty levels in
Argentina, Brazil, Chile, the Dominican Republic, El Salvador, Mexico,
Paraguay, and Uruguay. They estimate that the potential reduction in the inci-
dence of poverty from increasing FLFP ranges from 15 percent in Uruguay to
34 percent in Chile. Their findings suggest that reduction in all three types
of gender inequality in the labor market would significantly reduce poverty
but that promoting women’s (and particularly mothers’) participation has the
greatest potential for poverty reduction.

Effect on Fiscal Sustainability

Long-term fiscal sustainability depends on the participation in the labor market
and employment of the population considered to be in an economically active
age bracket. Demographics therefore play an important role in the planning and
priorities of each country.

Many LAC countries are benefiting from favorable demographic conditions.
The number of dependents per economically active person will reach historic
lows in many countries during the next decade, before increasing again for the
rest of the century. This demographic dividend provides a critical window of
opportunity in which to grow, save, and strengthen public finances by bringing
as many of these potential workers into the labor force as possible. Greater FLFP
and improved labor market outcomes can increase governments’ capacities to
consolidate social security systems and potentially reduce dependency on social
assistance programs.”

By maintaining the current structure of labor participation, countries can
only partially cash the demographic dividend, because only a little more than
two-thirds of the population 15-64 are actively contributing to the economy.
We estimate that a sustained increase in the region’s FLFP at the average annual
rate of increase observed over the past 20 years (1.03 percent) would delay by
25 years the moment when the economic dependency ratio will bottom out and
start rising again.* These calculations assume an increase in the FLFP rate from
57 percent in 2012 to 62 percent (the level in the Organisation for Economic
Co-operation and Development [OECD]) in 2020 and to 80 percent (male
levels) in 2045 (scenario 2 in figure 1.1). The assumption of a 1.03 percent rate
increase is not unrealistic; some LAC countries have already achieved such an
increase. Colombia, for example, increased its FLFP at an average annual rate of
2.4 percent over the past 20 years (World Development Indicators 2015).

LAC countries have the opportunity to take advantage of their demographic
dividends, whether the dependency ratio is still falling or the population is aging.
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FIGURE 1.1 Projected number of dependents and inactive people per 100 economically
active people in Latin America and the Caribbean, 2015-50
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Source: UN 2014.

Figure 1.2 shows the rates of FLFP against the remaining number of years before
the projected dependency rate reaches its minimum level for each country (see
annex 1D for a detailed description of projected demographic trends by country
for the next 25 years). Countries can be divided into three groups according to
their demographic situation and the challenges they face in terms of gender gaps
in the labor market.

The first group comprises countries in which incorporation of women
into the labor market should be a priority. It includes Chile and Costa Rica,
which have important time constraints to make the most of their demographic
bonus and which have FLFP that is below the region’s average. Other countries
in this group include Guyana and Mexico, where reaching the minimum level of
the dependency ratio is less imminent but where FLFP rates are still significantly
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FIGURE 1.2 Dependency rate thresholds and female labor force participation levels in
selected countries in Latin America and the Caribbean, circa 2012
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below the region’s average. Mexico also has a large gender gap in the intensive mar-
gin of participation (hours worked) and high levels of informality (see annex 1E for
a description of the evolution of FLFP rates by country over the past two decades).

The second group comprises countries that are pressed for time to benefit
from the demographic bonus but where a relatively high proportion of women
already participate in the labor market. This group includes Brazil, Peru, and
Uruguay. Productivity gains in these countries are fundamental to preparing for
population aging.

The third group comprises mainly countries with large cohorts of young
people. These countries have an opportunity to reduce vulnerability and
strengthen solid social security systems, because the ratio of dependents to
the active population will not start declining for more than 20 years. Among
countries in this group, Bolivia and Paraguay are above the regional average in
terms of FLFP, whereas El Salvador, Guatemala, Honduras, and Nicaragua have
among the lowest FLFP in the region. They could significantly increase savings
and strengthen social security by increasing the number of women in the labor
force and strengthening their attachment to the labor market over the long run.
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To gain a sense of the opportunities and urgencies faced by each country,
it is important to look not only at the level of FLFP but also at the pace at which
FLFP has been changing. Estimates of the number of years it will take LAC coun-
tries to reach the average FLFP in the OECD (62 percent) provide a sense of
urgency for countries that are incorporating women into the labor market slowly
and whose active population will eventually start shrinking. For example, even
though Argentina and Paraguay have relatively large shares of young people,
they have experienced very low—even negative growth—of FLFP. Therefore,
they face a steep slope to grab the opportunities provided by the demographic
dividend (figure 1.3).

FIGURE 1.3 Difference between number of years left to capitalize on the demographic
dividend and number of years to reach OECD average
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Annex 1A: Investments in Education in Latin America and the Caribbean

Making sure more girls attend school has been a priority in LAC in recent
decades. Governments have invested in differential conditional cash transfers,
in some cases providing 40 percent more for girls than for boys of school age.
Several countries have implemented programs that aim to reduce the rates of
pregnant girls who leave school prematurely.

The gender education gap has closed significantly and even reversed in
secondary school in many LAC countries. Together with lower fertility rates
and a growing acceptance of women in the workplace, more schooling for girls
has expanded the supply of women workers.

Translating these gains in human capital into productivity, earnings, and other
benefits for children and families requires more effective engagement of women
in paid work. Malhotra, Pande, and Grown (2003) note that these benefits often
materialize only when real economic options exist. Education allows women to
extricate themselves from violent situations, for example, only if it empowers them
economically.

Where data were available, we produced rough estimates of government invest-
ments in education for both genders by educational attainment. We started with
the proportions of men and women who had completed each level of education
(primary, lower-secondary, upper-secondary, and tertiary). Based on population
data, we calculated the number of people in each category and multiplied it by
the annual costs per student in order to estimate investments in girls and boys.
Educational expenses for students who had not completed each level were not
included. Higher costs for men or women reflect higher levels of educational
attainment for that group.

Female educational attainment is higher at all levels except lower-secondary,
where there are no significant gender differences. In 13 of 20 countries studied,
educational attainment, and therefore related expenses, is higher for women
than for men. Labor participation rates, however, are higher for men in all
countries, with Guatemala, Honduras, and Mexico showing the largest differ-
ences (35-40 percentage points).

For girls the highest return to education in terms of labor participation is
completion of tertiary education. For the region as a whole, FLFP increases sig-
nificantly at every level of education: About 40 percent of women with completed
primary and lower-secondary education, 55 percent of women with completed
upper-secondary education, and 71 percent of women with completed tertiary
education are active in the labor market. These differences are not evident for men,
among whom labor participation is about 80 percent in all cases (slightly lower for
lower-secondary).
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Figure 1A.1 shows the percentage of investment in education for people
who completed each level of education that is not “capitalized” in terms
of labor outcomes. It suggests that LAC is optimizing about 60 percent
of its educational investments in women and more than 80 percent of its
investments in men. The largest gaps between educational investment and
labor opportunities for women are in Argentina, Costa Rica, Chile, and
Republica Bolivariana de Venezuela. These rough estimates suggest that, for
a single generation of girls that completed different levels of education, some
$400 billion of the region’s investments will not be capitalized through the
labor market.

FIGURE 1A.1 Investment in education that is not “capitalized” through labor force
participation in selected countries in Latin America and the Caribbean, circa 2012
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Sources: UIS 2014 for educational attainment by gender and government expenditure by student; ILOSTAT 2014 for
labor force participation; World Development Indicators 2014 for labor force participation rate.
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Annex 1B: Income Distribution of Households with at Least One Child
Younger than 5

FIGURE 1B.1 Households in selected countries in Latin America and the Caribbean with at
least one child younger than 5, by income level, circa 2014

a. All households

Percentage of households with
at least one child younger than 5

b. Poorest quintile

Percentage of households with
at least one child younger than 5

(continued on next page)
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FIGURE 1B.1 Households in selected countries in Latin America and the Caribbean with at
least one child younger than 5, by income level, circa 2014 (continued)

c. Richest quintile

Percentage of households with
at least one child younger than 5

Source: Sociometro-BID (IDB 2015), available at http://www.iadb.org/en/research-and-data//sociometro-bid,6981.html.

Annex 1C: Share of Population in Selected Countries Receiving Social
Assistance or Noncontributory Pensions

TABLE 1C.1 Share of population in selected countries in Latin America and the Caribbean
that receives social assistance through conditional cash transfer programs

Country Program Year Thousands of beneficiaries Percentage Cost of program
Households Individuals of population (percgg:’:;ge of
Argentina  Asignacion Universal 2013 1,905 8,383 20.2 0.47
por Hijo
Bolivia Bono Juancito Pinto 2013 1,135 5,786 52.4 0.19
Brazil Bolsa Familia 2013 14,086 57,753 28.7 0.44
Chile Chile Solidario 2011 264 1,109 6.4 0.13
Colombia  Familias en Accion 2013 2,682 11,263 23.9 0.23
Costa Rica Avancemos 2013 132 641 13.6 0.19
Dominican  Progresando con 2013 683 2,324 22.3 0.46

Republic  Solidaridad

(continued on next page)
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TABLE 1C.1 Share of population in selected countries in Latin America and the Caribbean
that receives social assistance through conditional cash transfer programs (continued)

Country Program Year Thousands of beneficiaries Percentage Cost of program
Households Individuals SIEgREztRY (pero;g:’age i
)
Ecuador Bono de Desarrollo 2012 1,203 5,031 324 0.64
Humano
El Salvador  Comunidades Solidarias 2013 96 620 9.8 0.39
Rurales
Guatemala  Mi Bono Seguro 2012 758 4,168 276 0.20
Honduras  Programa de Asignacion 2013 246 1,228 15.2 0.84
Familiar
Mexico Oportunidades 2013 6,600 32,340 273 0.41
Panama Red de Oportunidades 2013 73 353 9.5 0.14
Paraguay  Tekopora 2013 76 395 5.8 0.09
Peru Juntos 2013 718 3,819 12.3 0.14
Uruguay Asignaciones Familiares 2013 184 791 23.3 0.40
(Plan Equidad)
Latin America and the Caribbean 30,841 136,004 25.1 0.38

(population-weighted average)

Source: Data from the Inter-American Development Bank, available at http://www.iadb.org/en/research-and-data
//social-transfers,7531.html.
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Annex 1D: Total Dependency Ratio in Selected Countries

The total dependency ratio is the ratio of the number of people considered
economically dependent (people younger than 14 and older than 65) to every
100 people ages 15-64. It is usually used to measure the pressure on the produc-
tive population given the demographic structure in a country.

Estimates of the year in which each country will reach the lowest total depen-
dency ratio before it starts rising are based on the World Population Prospects:
The 2012 Revision (UNDP 2013). These series are projected for five-year inter-
vals, assuming a medium fertility rate. Figure 1D.1 shows the trends for selected
countries in LAC from 2015 to 2040.

FIGURE 1D.1 Projected total dependency ratio in selected countries in Latin America and
the Caribbean, 2015-40
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28

FIGURE 1D.1 Projected total dependency ratio in selected countries in Latin America and

the Caribbean, 201540 (continued)
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FIGURE 1D.1 Projected total dependency ratio in selected countries in Latin America and
the Caribbean, 2015—40 (continued)
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Source: UNDP 2013.
Note: Dependency ratio is the number of dependents per 100 working-age people.
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Annex 1E: Female Labor Force Participation in Latin America and the
Caribbean

FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012

a. All countries
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,

1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,

1990-2012 (continued)
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FIGURE 1E.1 Women 15-64 in the labor force in Latin America and the Caribbean,
1990-2012 (continued)
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Notes

1. Estimates for the increase in GDP in other countries are as follows: China: 8 percent;
Denmark: 4 percent; Egypt: 56 percent; France: 7 percent; Germany: 7 percent;
India: 45 percent; Italy: 19 percent; Japan: 15 percent; South Africa: 17 percent;
Spain: 10 percent; Sweden: 3 percent; Tanzania: 3 percent; United Arab Emirates:
19 percent; United Kingdom: 8 percent; and United States: 8 percent (Aguirre and
others 2012).

2. For studies on the effects of FLFP, see Behrman and Deolalikar (1988); Behrman,
Duryea, and Székely (1999); Blumberg (2006); Dollar and Gatti (1999); Fernandez
and Perova (2013). King and Hill (1993); Klasen and Lamanna (2009); Krogh
and others (2009); McGinn, Ruiz Castro, and Long Lingo. (2015); Nopo (2012);
Psacharopoulos (1994); Psacharopouls and Tzannatos (1992); Schultz (1993);
World Bank (2011, 2012).
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3. About 29 million households in LAC receive some kind of government transfer through
conditional cash transfer (CCT) programs, which reach about 25 percent of the total
population (about 131 million people). Another 13 million people—including more
than a quarter of the region’s elderly population—receive noncontributory pensions (see
annex 1C). These transfers represent about 0.7 percent of regional GDP (0.37 percent
for CCTs and 0.33 percent for noncontributory pensions).

4. For details on demographic trends and dependency ratios, see annex 1D. Estimates
assume that medium fertility rates stay unchanged; we recognize that fertility rates
likely will decline as more women join the labor force.
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CHAPTER 2

Childcare Policies: Key for Female
Labor Participation

Evidence from both developed and developing countries reveals that access to
childcare is associated with higher female labor force participation (FLFP).
This chapter reviews this research and shows that, even if different policies are
needed to overcome the constraints women face to access jobs, childcare seems to
be the policy that has the most consistent positive effects on women’s engagement
in the labor force (Busso and Romero Fonseca 2015). Given the simultaneous
nature of women’s decisions to work and to use childcare, ensuring the appropri-
ate support for meeting childcare needs is a necessary condition for the success of
every other policy intended to improve women’s outcomes in the labor market.
In addition to the importance of childcare for working mothers, compelling evi-
dence demonstrates that early childhood education has an impact on children’s cog-
nitive and socioemotional development as well as long-term outcomes. Good-quality
childcare can thus be a key instrument for increasing productivity and growth.
Increasing access to childcare improves the stock of human capital (by help-
ing working families) and the flow of human capital (by fostering early childhood
development). This strong intergenerational feature of childcare policies is par-
ticularly important for vulnerable households. Enabling parents to work (or study)
and young children to benefit from early education has the potential to close gaps
in school achievement, employment, and earnings between the poor and nonpoor.
This chapter reviews the evidence on the impact of childcare on FLFP and
child outcomes. The first section analyzes the effects on female labor supply. It
examines the conditions under which childcare policies achieve their intended
effects, identifying mismatches between the services provided and the services
working women need. The second section assesses the effects of childcare on
child outcomes. The last section analyzes the cost-effectiveness of childcare.
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Effects of Childcare on Female Labor Supply

Most of the evidence shows that reductions in the costs of childcare and increases

in its availability boost FLFP.

International Evidence of Positive Effects
Effect of formal childcare

Much the literature focuses on the relationship between the cost of childcare
and FLFP, testing the hypothesis that the more affordable the service, the more
it is used and the higher the probability that women participate in the labor mar-
ket. Anderson and Levine (2000) and Blau and Currie (2006) provide detailed
reviews of estimates of the elasticity of female labor supply with respect to the cost
of childcare in the United States. Most of their findings suggest that as the price of
childcare falls, FLFP increases. There is, however, wide variation in the magnitude
of the estimates.

Gustafsson and Stafford (1992) find that in Sweden, high-quality public child-
care encourages labor market participation of women with preschoolers. Lokshin
(2000) and Fong and Lokshin (2000) model mothers’ participation in the labor
force, working hours, and household demand for childcare in Romania (Fong and
Lokshin) and the Russian Federation (Lokshin). They find that the decision to
take a job and use childcare is sensitive to the price of the service. Hallman and
others (2005) find that reductions in formal childcare prices in Guatemala do
not predict mothers’ labor force participation but have a large positive effect on
work hours. Wrohlich (2008) shows that an increase in the availability of childcare
has larger effects on maternal labor supply than reducing childcare costs. Baker,
Gruber, and Milligan (2008) study the expansion of subsidized provision of child-
care for children 0-4 in Quebec, where they find a positive effect on maternal
labor supply for married (and cohabiting) mothers. Consistent with this evidence,
Bick (2015) finds that increasing the supply of subsidized childcare for younger
children (0-2) increases the maternal FLFP rate and that a large proportion of
part-time working mothers would work full time if they had greater access to sub-
sidized childcare. Simonsen (2010) uses local variation across municipalities in
the availability and price of high-quality publicly subsidized daycare in Denmark.
She shows that guaranteed access to childcare has a significant and positive effect
on the employment of mothers of children younger than 1 and that the price effect
is significantly negative. Gathmann and Sass (2012) find that an increase in the
price of childcare may result in reductions in use and a decline in FLFP. Del Boca
(2015) summarizes results based on international studies that show increases in
FLFP ranging from 5.2 percentage points for subsidies covering half of childcare
costs in the United States to 25.4 percentage points for subsidies covering the total
cost of childcare in the United Kingdom.
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Effect of informal childcare

The use of informal childcare arrangements also shows positive effects on mater-
nal labor supply. Using U.S. longitudinal data, Posadas and Vidal-Fernindez
(2012) find that childcare by grandparents increases maternal labor force par-
ticipation by 15 percentage points on average, with most of the effect driven by
families from socioeconomically disadvantaged backgrounds. Arpino, Pronzato,
and Tavares (2010) find similar results in Italy. Both Compton and Pollak (2011)
(for the United States) and Compton (2011) (for Canada) show that proximity
to mothers or mothers-in-law has a substantial positive effect on the labor supply
of married women with young children. Using data from 10 European countries,
Dimova and Wolff (2011) show that regular childcare by grandparents has a small
positive effect on maternal labor force participation but no effect on the type of
employment (full-time or part-time). Using the same countries, Zamarro (2009)
finds a significant effect of availability of regular childcare arrangements on FLFP
only in Greece and the Netherlands.

Effect of public school enrollment

Gelbach (2002) finds that free public school enrollment of 5-year-olds in the
United States increases labor supply among mothers whose youngest child 1s
5 by 6-24 percent, depending on the specification. Cascio (2009) finds that
maternal labor supply increased with the introduction of kindergartens into
U.S. public schools but only for single mothers of 5-year-olds with no younger
children. Schlosser (2011) takes advantage of the staggered implementation of
free public preschool in Israel to study the effects of a reduction in childcare
costs on preschool enrollment and Arab mothers’ labor supply. Her results
show a sharp increase in maternal labor supply, mainly among more educated
mothers.

Evidence from Latin America and the Caribbean of Positive Effects

Experimental or rigorous quasi-experimental evaluations of childcare interven-
tions in LAC show a consistently positive effect of access to affordable childcare on
FLFP and mixed evidence on female and household income (table 2.1). Results
indicate increases of 2-22 percent in the probability of the mother being employed
if given access to subsidized childcare. There are also sizable increases in the num-
ber of hours worked. In Argentina, for example, a youngest child attending public
preschool was associated with an increase of 7.8 hours of work a week; in Mexico
access to subsidized childcare was associated with an increase of 6.0 weekly work
hours. Contreras, Puentes, and Bravo (2012) find that daycare location and open-
ing hours that are compatible with working hours are positively correlated with

female labor supply in Chile.
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TABLE 2.1 Research findings on impact of childcare policies on female labor outcomes in
Latin America and the Caribbean

Type of Intervention/study/country Effect

Access to free childcare

Paes de Barros and others (2011)/
Brazil

Rosero and Qosterbeek (2011)/
Ecuador

Access to subsidized childcare

Angeles and others (2011)/Mexico

Calderon (2014)/Mexico

Access to public childcare
Medrano (2009)/Chile

Access to low-cost childcare

Attanasio and Vera-Hernandez
(2004)/Colombia

Access to public preschool

Berlinski and Galiani
(2007)/ Argentina

Berlinski, Galiani, and McEwan
(2011)/Argentina

9-17 percent increase in employment of mothers who were not
working before
16 percent increase in household income

22 percentage point increase in probability that mother works
7-hour a week increase in number of hours worked

Positive but not significant effect on mothers’ incomes
Significantly positive effect on income of household head

18 percent increase in probability of being employed
6-hour a week increase in number of hours worked

No effect on job stability for mothers

No effect on mothers’ or household income

7-hour a week reduction in time mothers allocated to care

1.8 percentage point increase in probability of being employed
4.5 percent increase over average income increase in urban
population of eligible women

No effect on household income

2.6—10 percent increase in female labor force participation, but effect
disappears after controlling for observable family and individual
characteristics

No effect on employment or work hours

Increase in probability of employment from 12 percent to 37 percent
75-hour a month increase in number of hours worked

7.5 percent point increase in probability of preprimary school
attendance

One additional classroom with full take-up of new places increased
likelihood of maternal employment by 7 percentage points

13 mothers start work for every 100 youngest children in household
that start preschool

19 percentage point increase in likelihood of working more than

20 hours a week

7.8-hour a week increase in hours worked if youngest offspring
attends preschool; no effect if child is not youngest in household

Source: Mateo Diaz and Rodriguez-Chamussy 2013.
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The effect size on FLFP in the studies shown in table 2.1 compares with the
effect size found in Israel from the reduction of childcare costs (Schlosser 2011)
and in France from the provision of free public school enrollment (Goux and
Maurin 2010).

Busso and Romero Fonseca (2015) argue that the increase in childcare use
in Latin America over recent decades has had short- and long-term effects on
increases in female labor supply. It has also likely contributed to the convergence
between advantaged and disadvantaged groups.

Other Effects on Female Labor Supply

Most empirical results show a positive and significant relationship between child-
care and FLFP. Some studies show otherwise. Medrano (2009) and Encina and
Martinez (2009) find no significant effects of childcare on FLFP in Chile, where
rates are low.! Havnes and Mogstad (2011) find no significant effects on maternal
labor supply in Norway, where the expansion to universal public childcare mostly
crowded out the use of informal arrangements.

In an extension of the results of Gelbach (2002) on Oklahoma, Fitzpatrick
(2010) finds that universal availability of preschool increases preschool
enrollment but has no effect on the labor supply of most women. One pos-
sible explanation for these results differences, according to Fitzpatrick, is the
change in the profile of women at the margin of participating in the labor
market. In earlier studies using data spanning 1950-1990, the baseline rates
of maternal employment were 17-55 percent; at the time of Fitzpatrick’s
study (2010), the figure was 77 percent. Women who had already made the
decision to participate in the labor market may simply have readjusted their
childcare arrangements by substituting them with cheaper formal care at the
preschool.

The mediating role of quality and service characteristics

Another potential explanation for the lack of effects of childcare provision on
FLFP is low take-up rates. Low take-up may reflect low quality or lack of ser-
vice characteristics crucial for families. There may also be problems with the
incentive design of childcare programs in the context of multiple obstacles
for the incorporation of women into paid work (for example, mismatches
between the service features of particular interventions and the needs of work-
ing mothers).

Many factors affect the decision to enroll a child in a formal daycare program.
They include having a job, being able to afford the program, finding a facility with
a convenient location and opening times, and trusting the service provided. There
is very little rigorous empirical evidence on which factors matter most to families.
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Quality is very important, but research results are scarce and inconclusive because
of the difficulty of defining and measuring quality (box 2.1).
Many factors affect demand for childcare:

The presence of alternative caregivers in households reduces demand for
formal childcare services (Attanasio and Vera-Hernandez 2004; Connelly
DeGraff, and Levison 1996; Deutsch 1998; Hallman and others 2005).

Children’s age increases the probability of enrollment (Bernal and Ferndndez
2013; Leibowitz, Klerman, and Waite 1992; Schlosser 2011; Urzda and
Veramendi 2011).

A higher level of mother’s education increases the probability of enroll-
ment (Bernal and Ferndndez 2013; Hallman and others 2005; Urztia and
Veramendi 2011).

Female-headed households are more likely to be eligible for and to participate
in subsidized childcare programs (Herbst 2008).

Higher price tends to reduce demand, although it is difficult to control for
quality and possible that high prices are positively correlated with demand
when they imply high quality (Fong and Lokshin 2000; Lokshin 2000).
Distance to the childcare center is negatively correlated with enrollment
(Attanasio and Vera-Hernandez 2004; Urztia and Veramendi 2011). Distance
to the childcare center also has a significant negative effect on attendance
(Contreras, Puentes, and Bravo 2012).

Access to childcare centers that operate during typical working hours
increases participation (Contreras, Puentes, and Bravo 2012).

Some of these factors may explain why the provision of free childcare increases

enrollment without having an effect on maternal labor supply. They suggest that

low quality induces low take-up and reinforces negative perceptions about daycare
centers (box 2.2).

BOX 2.1 Features of quality of childcare services as defined by users

Focus group discussions carried out in four cities in Mexico in 2012 reveal some of the features
mothers consider indicators of good quality in childcare services:

“The interaction, the trust, the hygiene . . . the satisfaction that your child is happy to be there
and comes home every day having learned something new.”—\Working mother, Ciudad Juaréz

“| cannot complain because [my son] went to a daycare center where he was well taken
care of, given the attention he deserves, fed on time, and came home like a new boy, clean,
combed—I mean, in good shape.”—Nonworking mother, Tepic
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BOX 2.2 Perceptions of service mismatches and low-quality attributes of childcare

Participants in focus group discussions carried out in four cities in Mexico in 2012 identified service
characteristics, such as days and hours of operation, and what they perceive as low-quality features
that deter enroliment:

“Employees usually get two weeks of vacation . . . and daycare centers close for a month or a
month and half [in the summer]. . . . Some jobs are okay with you missing work once or twice, but
more than that and you will get fired. If my son has vacation this week or this month, where am |
going to leave him? Whatever progress | had made in a job would be lost.”—Nonworking mother,
Toluca

“Daycare with flexible schedules. . . . We have not found one and we are stuck.” —Nonworking
mother, Toluca

“What is the point of a free school if they do not take good care of my child?”—Nonworking
mother, Cancun

“There are so many children in daycare. . . . The children are often neglected. . . . Two young
women taking care of 20 or 30 children; it is too much.”—Nonworking mother, Toluca

“[The caregivers] are girls of about 18 years old who have not even finished high school, and
they have little experience or emotional maturity.”—Nonworking mother, Toluca

Childcare in different institutional settings

Depending on how services are funded, mandated childcare and parental leave
could have negative effects on employment or women’s wages (Gruber 1994;
Prada, Rucci, and Urziia 2015). To avoid creating a wedge between the labor costs
of men and women, policy makers could progressively equalize leave and care ben-
efits for mothers and fathers, replacing maternity and paternity leave with family
leave that is identical for both parents (Nopo 2012).

A mother’s decision to use nonparental childcare arrangements is frequently
made simultaneously with the decision to work (Blau and Robins 1998; Connelly
1992; Del Boca and Vuri 2007). Especially for mothers of younger children
(0-3), the decision to enroll a child in full-time formal care is usually made after
the mother has secured a job or the possibility of a job with earnings that more
than cover the direct and indirect costs of childcare. Childcare needs for young
children and the availability of jobs for women foster one another. Childcare provi-
sion without possibilities of new female employment in the short term would likely
affect only the number of hours worked by women who already hold jobs.

The existence of universal benefits (for example, public preschool), subsidized
childcare, and parental leave schemes affects the choices women make about fertil-
ity and employment. In recent decades, developed countries experienced huge
decreases in birth rates along with increases in FLFP, although in many countries
participation among mothers of children younger than 3 is significantly lower than

itis among mothers of older children (OECD 2011). The demographic challenges
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these countries face have motivated them to adopt policies that encourage both
FLFP and fertility. Evidence on the effect of these policies is mixed; the experience
of countries such as Germany and the United Kingdom have shown that tackling
both problems at the same time is difficult. Haan and Wrohlich (2011) show that
childcare subsidies for working mothers in Germany induced sizable employment
effects but had positive fertility effects only for two subgroups, highly educated
women and women previously without children.

Effects of Childcare on Child Development

The last two decades have seen growing interest from researchers and policy mak-
ers in the potential short- and long-term benefits of early intervention programs,
the features that characterize effective programs, and the returns to investments in
early childhood development. An extensive body of literature shows that children
who receive nutrition and stimulation in their early years perform better in school
and have higher rates of employment and earnings as adults than children who do
not have such opportunities.? The results of research on early child development
can be summarized as follows:*

e There is consensus on the importance of investing in education in the
first five years of life: The findings of positive effects on cognitive devel-
opment, academic success, health, and social behavior are remarkably
consistent.

* The evidence that preschool has long-term benefits for economically disad-
vantaged children is strong, although effects vary in size and persistence by
type of program.

e There is less agreement about the most effective and efficient programs and
policies, but the most effective interventions—at least for children in vulner-
able socioeconomic conditions—seem to combine intensive center-based
education and some form of family involvement.

e DBetter-trained caregivers and lower child-to-staff ratios are associated with
improved outcomes from center-based childcare.

e Cost-benefitratios indicate substantial returns from investing in well-designed
early childhood programs.

Early childhood care and education (ECCE) policies are an important mecha-
nism for closing the gaps between low- and high-income groups. Structured
childcare permits long-term development, is more effective and costs less than
mterventions later in life, and levels the playing field by benefiting disadvantaged
children in particular (Havnes and Mogstad 2015).

A frequent concern about children’s well-being is the potential negative impact
of increases in labor market participation of women and the reduction in mothers’
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time with their children. The research findings are mixed, ranging from negative
to neutral to beneficial (see Del Boca 2015 and Ermisch and Francesconi 2005 for
summaries of the literature).

Modeling of the decision to use childcare requires a series of assumptions
about the relationship between the time parents spend with their children
and the time they spend at work. Research on European countries suggests
that the inputs mothers use to substitute their time when working are crucial:
Substitution of a mother’s time with high-quality childcare may compen-
sate for the impact of her absence (Brilli 2014; Del Boca, Flinn, and Wiswall
2014).

The empirical results on the impact on children’s cognitive and noncogni-
tive outcomes when a parent’s time is substituted with a grandparent’s care
are especially relevant for Latin American, where grandmothers are often the
primary caregiver (see chapter 4). Using data from the United Kingdom, Del
Boca, Pronzato, and Piazzalunga (2014) find that children looked after by
their grandparents perform as well as children in formal childcare on vocabu-
lary but less well in terms of school readiness. Bernal (2014) suggests that the
greatest impact on cognitive development of children attending the subsidized
care program in Colombia is on children who would have been looked after
by their grandmother.

Evidence from 24 countries shows that daughters of employed mothers are
more likely to be employed, hold supervisory positions, earn higher wages, and
spend less time on housework and that sons of working mothers tend to spend
more time providing unpaid care for family members (McGinn, Long Lingo, and

Ruiz Castro 2015).

Cost-Effectiveness of Childcare Policies

Subsidizing childcare tends to increase enrollment, which increases female labor
supply and has positive outcomes on child development. These interventions are
costly, however. Are these programs cost-effective? Are they a sustainable strategy
for realizing better labor outcomes?

Cost-benefit analyses show high economic returns, with some programs
yielding rates of return of 7-16 percent (Gertler and others 2014; Heckman
and Masterov 2007; OECD 2012). Table 2.2 summarizes key features of
three emblematic center-based programs in the United States: the Perry
Preschool Experiment, the Chicago Child-Parent and Expansion Program,
and the Abecedarian Program. The interventions required large investments of
resources, with estimated annual per child costs of $5,000-$15,000. But esti-
mates suggest that the returns to these programs were 8.6, 7.1, and 3.7 times the
invested amounts and that the benefits to society as a whole were large relative to
the benefits to program participants.
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TABLE 2.2 Features and cost-benefit ratios of early childhood interventions for high-risk
children in the United States

Feature

Perry Preschool Experiment

Parental involvement  Yes

Age of children

Program duration
(vears)

Program intensity

3—4 years

2Y2 hours a day in classroom
plus 90-minute teacher home
visit once a week for 30 weeks

Chicago Child-Parent Center Abecedarian

and Expansion Program
Yes

3-4 years

3 hours a day for 9 months
plus 6-week summer
program

Project
No

First months of life
(mean age at entry:
4.4 months)

5

Year round, full-day

Child-teacher ratio 5.7:1 Preschool: 17: 2 Infants: 3: 1
Kindergarten: 25: 2 Toddlers: 6: 1

Class size 13 17 12

Staff qualification Bachelor’s degree plus Bachelor’s degree plus Bachelor’s degree
certificate to teach elementary ~  certification or equivalent
school, early childhood, or
special education

Estimated annual $9,785 $5,2372 $15,000

cost per child (in 2004

dollars)

Return per dollar $8.6 (16 percent rate of return: 4 $7.1 $3.7

invested percent for participants, 12

percent for society)

Sources: Heckman and Masterov 2007; OECD 2012.
Note: a. Estimated based on data from the Chicago Longitudinal Study (http://www.waisman.wisc.edu/cls/).

Among the studies reviewed by Karoly, Kilburn, and Caroll (2005), economic
returns were significant for programs that required very large investment (more
than $40,000 per child), but they were also positive for programs that cost less
than $2,000 per child. The most cost-effective programs are programs that involve
parents (Baker-Henningham and Lépez Béo 2010; Karoly, Kilburn, and Caroll
2005).

Many analyses do not incorporate the benefits of improved labor market
outcomes for the mother (and father) and other benefits that may be difficult to
monetize (such as reductions in crime and improvement in health). Many cost-
benefit estimates therefore represent lower bounds.

From an economic perspective, the soundness of high-quality early child-
hood interventions is well-established. Further evidence on the comparative
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effectiveness of different programs and their components would help guide policy
decisions. Including the impact of childcare policies on mothers’ labor outcomes
and household income is important in comparing the cost-effectiveness of pro-
grams and provides a strong argument for the sustainability of ECCE policies that
i1s often lacking,.

Notes

1. The quasi-experimental study by Medrano (2009) uses variation in the number of
childcare centers by municipality resulting from the expansion of the national daycare
program to compare female labor supply of eligible mothers in municipalities with
different degrees of childcare availability. However, it is very likely that the expansion in
the number of daycare centers is endogenous; eligibility is proxied by income quintile,
which may be endogenous to labor participation. Encina and Martinez (2009) fail to
identify causality.

2. See, for instance, Brilli, Del Boca, and Pronzato (2013); Bernal and Fernandez (2013);
EACEA (2009); Engel and others (2011); Heckman and Masterov (2007); Heckman,
Stixrud, and Urzda (2006); Magnuson and Waldfogel (2005); OECD (2012, 2016);
and Schady and others (2014). Also see the systematic reviews by Berlinski and
Schady (2015) and Leroy, Gadsden, and Guijarro (2011) for Latin America and
Zoritch, Roberts, and Oakley (2000) for the United States.

3. See Alderman and Vegas (2011); Baker-Henningham and Lépez Béo (2010); Conti
and Heckman (2012); EACEA (2009); Karoly, Kilburn, and Cannon (2005); Nores
and Bennett (2010) and UNICEF (2015) for a review of this evidence.
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PART Il

Where Are We Now?






CHAPTER 3

Female Labor Force Participation
and Labor Market Outcomes in Latin
America and the Caribbean

omen’s participation in the labor market increased 35 percent in Latin

America and the Caribbean (LAC) over the past 20 years. These gains not-
withstanding, almost half of women 15-64 are still out of the labor force. Although
the average rate of female labor force participation (FLEP) is now approaching the
average rate in the Organisation for Economic Co-operation and Development
(OECD), progress has not been homogeneous, and many countries still have a
steep hill to climb. In addition, gender gaps in wages, vulnerability to unemploy-
ment, and informality remain salient in most countries.

This chapter describes women’s participation and outcomes in the labor mar-
ket relative to men’s across the life cycle. It compares results across countries,
shedding light on the dynamics of mothers’ and fathers’ behavior in the labor mar-
ket and identifying patterns of women’s engagement in paid employment, such as
segregation by employment status and sector.

Economic Participation by Women

LAC has made significant progress on gender equality and women’s welfare over
the past few decades. Most countries experienced significant improvements in
women’s health and education outcomes. Maternal health improved, and mortal-
ity rates dropped by 40 percent on average in the past 20 years (WHO and others
2014). For the region as a whole, the gender gap in primary education enrollment
disappeared and significantly narrowed in secondary education, and the gender
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gap in schooling attainment now favors women (Nopo 2012). Improvements in
other dimensions, such as political empowerment and economic participation, are
still pending.

Despite the closing of the education gap between boys and girls in the region,
women’s participation in the labor force remains much lower than men’s. In
Brazil and Costa Rica—where gender gaps in access to education are similar to
those in the Netherlands and Canada—women’s economic participation is sig-
nificantly lower than men’s (figure 3.1). Chile ranks 36th and Mexico 75th out of
145 countries on the educational component dimensions of the Global Gender
Gap Index (World Economic Forum 2015) (comparable to the United Kingdom
and Hungary). In contrast, they rank 123rd and 126th on economic participa-
tion.! Colombia and Uruguay have smaller differences in ranking positions in
educational attainment and economic participation (Colombia ranks 61st on
educational attainment but 37th on economic participation; Uruguay ranks 48th
on educational attainment and 91st on economic participation). Only three LAC
countries (Barbados, The Bahamas, and Colombia) rank among the top 50 on
the Index of Economic Participation and Opportunity (a subindex of the Global
Gender Gap Index).

Characteristics of Female Labor Supply

FLFP rates in LAC increased over the past two decades, converging to the average
FLFP rates in OECD countries. As of 2013, the last year for which comparable
data are available, the average labor force participation rates in LAC were 84 per-
cent for men and 58 percent for women, a gap of 26 percentage points (figure 3.2).
This gap 1s smaller than in South Asia or the Middle East and North Africa, where
it reaches 50 percentage points or more, but it is very heterogeneous across coun-
tries. At one extreme, FLFP in Guyana, Mexico, and most countries in Central
America is 30-40 percentage points lower than male labor force participation
(MLFP). At the other extreme, in The Bahamas, Barbados, and Haiti, the gen-
der gap is less than 10 points, comparable to gaps in Sub-Saharan Africa and the
European Union. With gaps of 10-20 percentage points, the situation in Bolivia,
Jamaica, Peru, and Uruguay is comparable to that in the Europe and Central Asia
and in the East Asia and Pacific regions.

Countries such as Bolivia, Brazil, Colombia, and Peru experienced rapid
incorporation of women into the labor market; FLFP rates are now similar to top-
ranking OECD countries. The trajectory in those countries was similar to that of
Ireland and Spain (figure 3.3). In contrast, the FLFP rate is still very low (below
50 percent) in Guyana, Mexico, Suriname, and most countries in Central America
(figure 3.4).

As in other regions, labor force participation in LAC varies with education, eco-
nomic conditions, and age group. However, variation according to socioeconomic
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FIGURE 3.1 Ranking of selected countries in Latin America and the Caribbean on the Global
Gender Gap Index
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FIGURE 3.2 Gender gap in labor force participation in selected countries and regions, 2013

60 - ~ 100 i
5 F90 -~
S+ | o
£ 50 ’\/\/\/WM N80 &
@ Q
T 2 70 ;
qE, » 40 - L g
° 60 €
£ L ©
oF 30 50 §
[ 5 N L .ﬁ
E 15 40 2
g5 20 I £
% k-2 | 30 g
2 g 20 8
o8 104 B s
s 8
11l N
]
0 T T T T T T 0 -
,qoé q,,\&\o %\0 \'z’\sq’o @ \“ *,Z;y o\‘z’ fo\o'z’ \\"bo\%@ rzﬁbo \\4, <2 'Z_’Po",bo%}%fo*@%&
o S ‘2“?“\56\ XR @ \"’\“f29\A 4 ‘\fb@?’\?\@(\\b‘o \a
0 5 \) \\,\Qz \ & RPN PF L e
& Q Ny q, % RS S RIS
RSP QQ & o 00 R ,Qe & e N3
2 "O((/\\‘ Qb ‘?’6\0@ & NN S
% & & & & S
2 K& & @ 9 &
<& & &
¥ Ny
$&
N
M Gap between male and Male labor ——— Female labor
female labor participation participation rate participation rate

Source: World Development Indicators 2015.
Note: OECD = Organisation for Economic Co-operation and Development.

FIGURE 3.3 Female labor force participation rate in selected countries and country groups,
1990-2013
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FIGURE 3.4 Female labor force participation rate in selected countries in Latin America and
the Caribbean, 2013
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characteristics differs for women and men. Women in the region with tertiary edu-
cation are four times more likely to participate in the labor market than women
with less than basic education (ILO 2015). In contrast, men with tertiary educa-
tion are only 20 percent more likely to be active in the labor force than men with
less than basic education (figure 3.5).

Higher FLFP among better-educated women is evident outside LAC as
well, but the range of differentials is narrower. Figure 3.6 illustrates the cases of
Germany, Hungary, the Netherlands, and Norway—countries where the heteroge-
neity in education attainment gender gaps is similar to that in LAC. FLFP among
women with intermediate education levels is much higher in these countries than
in LAC; MLFP rates are more similar (figure 3.6).

Labor force participation rates also differ by household income levels, with the
gradient much more pronounced among women than men. In most countries in
LAC, FLFP is correlated with household income: Women from households in the
top quintile of the income distribution are 2.2 times more likely to participate in
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the labor force than women from households in the bottom quintile (figure 3.7).
The exceptions are Bolivia, Panama, and Peru, where households from the bottom
and top income quintiles tend to have higher labor force participation rates than
households in the middle of the distribution.

Thelabor force participation rate is less heterogeneous for men than for women.
In Bolivia, Ecuador, Guatemala, Honduras, Mexico, Panama, Peru, and Uruguay,
there are no significant differences in rates for men by income quintile. For other
countries for which data are available, men in households from the top income
quintile participate more than men in households at the bottom, but the differ-
ences are not as large as they are for women (CEDLAS and World Bank 2014).

FLFP also varies by age group. Worldwide, women tend to perform most unpaid
household work and provide most care for family members. These responsibili-
ties greatly constrain the amount of time they can devote to paid work (Anxo and

FIGURE 3.5 Labor force participation rates of men and women in selected countries in Latin
America and the Caribbean, by education level, circa 2013
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FIGURE 3.5 Labor force participation rates of men and women in selected countries in Latin
America and the Caribbean, by education level, circa 2013 (continued)
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Boulin 2005; Fagan and Burchell 2002; Lee, McCann, and Messenger 2007).
Time constraints, combined with economic structures and institutional arrange-
ments, lead to s