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Overview

1 . Effects of quality early learning and care 
( ELC) on children

2 . Short - term econom ic effects of ELC2 . Short - term econom ic effects of ELC

Short - term m ult iplier

Mothers’ labour supply effect

3 . Long- term econom ic benefits of ELC3 . Long- term econom ic benefits of ELC

Children’s hum an capital, parents incom e 
& governm ent cost savings

Long- term benefits/ costs
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Posit ive Effects on Children in Short Run

Barnet t ( 2 0 0 8 ) reports that m eta- analyses Barnet t ( 2 0 0 8 ) reports that m eta- analyses 
found preschool educat ion to produce an 
average im m ediate im provem ent of about average im m ediate im provem ent of about 
half a standard deviat ion ( SD) on cognit ive 
developm ent . 

This is equivalent to 7 or 8 points on an I Q 
test , or a m ove from the 3 0 th to the 5 0 th 
percent ile for achievem ent test scores. percent ile for achievem ent test scores. 

For the social and em ot ional dom ains 
est im ated effects average about 0 .3 3 SD.est im ated effects average about 0 .3 3 SD.
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Posit ive Effects on Children in Long Run

Barnet t ( 2 0 0 8 ) a lso reported the est im ated Barnet t ( 2 0 0 8 ) a lso reported the est im ated 
effects decline as students m ove from 
im m ediate experience to elem entary school, im m ediate experience to elem entary school, 
to adolescence, and to adulthood follow - up. 

Long- term effects are roughly 0 .1 0 to 0 .2 0 Long- term effects are roughly 0 .1 0 to 0 .2 0 
SD for cognit ive abilit ies, 0 .1 5 for school 
progress, and 0 .1 5 to 0 .2 0 on social 
behaviour including delinquency and crim e.behaviour including delinquency and crim e.
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Short - term Econom ic Effects

Short - run im pact m easured by Short - run im pact m easured by 
m ult ipliers—GDP & Em ploym ent

GDP m ult iplier is the overall increase in GDP m ult iplier is the overall increase in 
GDP caused by a $ 1 increase in 
expenditure or output in a sectorexpenditure or output in a sector

Em ploym ent m ult iplier is the num ber of 
jobs created per $ m illionjobs created per $ m illion



ELC Direct & I ndirect Mult ipliers

Direct ELC GDP m ult iplier is large because 
im port leakages very sm all

I ndirect ELC GDP effect is sm all because m ost 
expenditures are related to labour costs

Com bined direct and indirect GDP m ult iplier Com bined direct and indirect GDP m ult iplier 
one of the largest of the m ajor sectors

Em ploym ent m ult iplier is large per $ m illionEm ploym ent m ult iplier is large per $ m illion
Low w ages of ELC w orkers m eans m ore 

w orkers per $ increase in labour costsw orkers per $ increase in labour costs
High labour share of total costs
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Short - term Mult ipliers for Canada ( Type I )

Direct & Indirect Industry Multipliers
Industry GDP Gross Output GO Rank GDP Rank
Finance, Insurance, Real Estate 
and Rental and Leasing 0.95 1.37 21 1

Direct & Indirect Industry Multipliers

and Rental and Leasing 0.95 1.37 21 1
Education 0.94 1.39 20 2
Retail trade 0.92 1.53 13 3
Non-profit institutions 0.92 1.42 17 4Non-profit institutions 0.92 1.42 17 4
Child Care Outside the Home 0.90 1.35 22 5
Government 0.90 1.48 14 5
Recreation 0.87 1.67 4 14
Accommodation & Food Services 0.85 1.78 2 16Accommodation & Food Services 0.85 1.78 2 16
Construction 0.78 1.76 3 19
Agriculture 0.77 1.97 1 21
Manufacturing 0.61 1.67 5 23Manufacturing 0.61 1.67 5 23
Source: Cross & Ghanem (2006) & Stats Canada Input-Output Impact Assessment (2008)
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Canadian Em ploym ent Mult ipliers

Industry Rank Direct Jobs Indirect 
Jobs

Both
Child Care Outside the Home 1 36.9 2.6 39.5

Employment Multipliers (Jobs per $Million)

36.9 2.6 39.5
Other Services (Except Public 
Administration)

2 20.4 7.2 27.6

Educational Services 3 24.6 2.9 27.5
Accommodation & Food Services 4 19.8 5.2 25.0Accommodation & Food Services 4 19.8 5.2 25.0
Government Sector 12 8.9 4.4 13.3
Construction 16 5.7 4.3 10.0
Manufacturing 20 3.1 3.7 6.7Manufacturing 20 3.1 3.7 6.7
Finance, Insurance, Real Estate 
and Rental and Leasing

21 3.1 2.0 5.1

Source: Statistics Canada Input-Output Impact Assessment & "S Level" Employment Multipliers for 2005
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I nduced GDP Mult iplier

I nduced effect captures the im pact on the I nduced effect captures the im pact on the 
econom y from increased incom e & spending
I nduced GDP effect for ELC is large becauseI nduced GDP effect for ELC is large because

Labour costs are large share of total costs
W ages of ELC w orkers are low

Low tax rate ( increases m ult iplier)
W ages of ELC w orkers are low
oLow tax rate ( increases m ult iplier)
oLow saving ( high spending) per dollar 
increase in w ages ( increases m ult iplier)increase in w ages ( increases m ult iplier)

Total GDP Mult iplier—includes direct , indirect 
& induced effects ( Type I I )& induced effects ( Type I I )

ELC Local area m ult iplier large because m ost 
spending localspending local
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ELC Total GDP Mult iplier Largest of 
Major Sectors for Ontario

10



Est im ates of ELC Mult ipliers

Reference Location Multiplier

Early Learning and Care Multipliers In Various Regions

Warner et al.  (2003) Tompkins County, NY 1.60 (GO, Type II)

Liu et al.  (2004) US state average 1.91 (GO, Type II)

Ribeiro and Warner (2004) New York state 2.04 (GO, Type II)Ribeiro and Warner (2004) New York state 2.04 (GO, Type II)

Insight Center (2006) LA County 2.05 (GO, Type II)

Liu et al.  (2004) US 3.25 (GO, Type II)

Prentice (2008) Local Area in Manitoba 1.58 (GO, Type II)Prentice (2008) Local Area in Manitoba 1.58 (GO, Type II)

Fairholm (2011) Nova Scotia 2.23 (GDP, Type II)

Fairholm (2010) Ontario 2.27 (GDP, Type II)

Fairholm (2009) Canada 2.34 (GDP, Type II)Fairholm (2009) Canada 2.34 (GDP, Type II)
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Addit ional Econom ic Benefits Via Parents 

Labour supply of m others
Part icipat ion rates
Average hours w orkedAverage hours w orked
Access to quality ELC can be m ore 

im portant than priceim portant than price
Labour supply effects im pact econom y in 
short run and can provide long- term effects short run and can provide long- term effects 
because of m ore w orkplace  experience, 
product ivity and incom e
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Econom ic Benefits Via Children

Higher future earningsHigher future earnings
Detailed hum an capital grow th m odel 

( Dickens, Saw hill, and Tebbs, 2 0 0 6 )( Dickens, Saw hill, and Tebbs, 2 0 0 6 )
Benefits from decreased sm oking
Savings on prim ary educat ionSavings on prim ary educat ion

Grade retent ion
Special educat ionSpecial educat ion

Does not include
Effects on future generat ionsEffects on future generat ions
Delinquency effects
Other Health effectsOther Health effects
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Benefit - Cost Ontario

NPV hourly costs of early learning $5.52

NPV hourly costs savings on informal child care -$1.57

Long-term Costs and Benefits for Ontario

NPV hourly costs savings on informal child care -$1.57

NPV hourly net cost of early learning $3.95

NPV hourly net benefits mothers/parents $7.69NPV hourly net benefits mothers/parents $7.69

NPV hourly net benefits children $1.88

NPV hourly net benefits from early learning $9.56

Benefit-cost ratio of early learning 2.42Benefit-cost ratio of early learning 2.42
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Long- term Benefit / Cost Rat ios
Fairholm ( 2 0 0 9 ) and Fairholm and Davis Fairholm ( 2 0 0 9 ) and Fairholm and Davis 
( 2 0 1 0 ) results of 2 .5 for Canada, 2 .4 Ontario 
and 2 .2 for Toronto ( different assum pt ions) . 
Sim ilar to other universal program est im ates. Sim ilar to other universal program est im ates. 

Cleveland and Krashinsky ( 1 9 9 8 ) est im ated 
high quality child care in Canada w ould return high quality child care in Canada w ould return 
over $ 2 for every dollar invested. 

For the US, Karoly and Bigelow ( 2 0 0 5 ) found For the US, Karoly and Bigelow ( 2 0 0 5 ) found 
that a universal ELC program w ould yield 
benefits of $ 2 - $ 4 per dollar invested in benefits of $ 2 - $ 4 per dollar invested in 
California. Belfie ld ( 2 0 0 5 ) est im ated future 
benefits of $ 2 .2 5 per dollar for Louisiana.
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Sum m ary of Econom ic I m pact of ELC

ELC GDP and job m ult ipliers are large.ELC GDP and job m ult ipliers are large.

A dollar invested in the ELC sector has a 
larger im pact on Canadian econom y than: larger im pact on Canadian econom y than: 

a dollar used to support m ost of the other 
m ajor sectorsm ajor sectors

m ost governm ent program s
short - term im pact from taxes via st im ulus 

effectseffects

Long- term societal benefits exceed costs by 
m ore than 2 to 1m ore than 2 to 1
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