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CASH FOR
CHILDCARE
AS A POLICY
INSTRUMENT

— ADVANTAGES
AND
LIMITATIONS

ash-for-Childcare, or Child Home Care Allowance as it is
called in Finland, is a latecomer in family policy. Compared
to how quickly and easily the child allowances and care
leaves spread in industrialised countries, the progress of
cash-for-childcare schemes has been slow. Why so? This article brings
together long-term research results on the pros and cons of this pol-
icy instrument from the viewpoint of children, their parents, and

1 J.Sipilé (ed.), Rakkaudesta, velvollisu- the societyl.

udestavairahasta?, Helsinki 1994; J. Sipild, . 5 . 5 . .
K. Repo and T. Rissanen(ed.)Cash-for- Support for children’s home care is a women’s issue, but also a chil-

childeare: The consequences for caring  dren’s and men’s issue. It is an issue for women, because even though the
mother, Cheltenham 20105 J. Sipild, M. . . . . . .

Rantalaiho, K. Repo and T. Rissanen (ed),  LC1S12L10OT speaks nicely of parents, actually almost all the beneficiaries
Rakastettu ja vihattu kotihoidon tuki, are mothers who take care of small children at home. The real purpose
Tampere 2012.

of cash-for-childcare schemes has been to encourage mothers (and some
fathers) to care for their children at home and not to take them to day

87



care centres. A consequence of this frame is that,

when we speak about cash for childcare, we cannot The real purpose Of cash-
avoid the topic of institutional day care. for- childcare schemes

Of course, it is also necessary to talk about the
has been to encourage

circumstances regarding children. We have to ask

what happens to children at home and in day care 1 others (and some fathers)

centres. And last but not least, childcare is a men’s

issue. Men also have the right to participate in to care fOI' their Chﬂdren
the care of their children, to develop their skills at home and not to take

in that task, and to become fully competent par-

ents. When evaluating the home care allowance as them to day care centres.
a means in family policy we have to ask: what are

its consequences for mothers, fathers, children, and

the society.

THE IMPORTANCE AND LIMITS OF FAMILY POLICY

The existence of societies is based on the continuous inflow of new
adults whose capabilities should be at least as good as those of the previ-
ous generations. Their capabilities form an invaluable resource for the
labour market and the state.Therefore, the fundamental question for any
society is: what kind of people does it produce?
Family policies tell much about the limits of the state. We could as-
sume policies concerning the production of human beings were the most
central of all policy fields. Despite its importance, the mandate of family
policy is very limited. Actually, both the state and the market are quite
incapable in relation to the family. Families have the monopoly in pro-
ducing new human beings. Although the families are tiny and informal
organisations, they cannot be commanded.
The state is not capable of managing or controlling the core respon-
sibilities of families: families simply live their lives. With the excep-
tion of parents and people helping them, nowhere in the society there
is enough money or motivation to produce 24/7 care for children day
after day.As a consequence, the societies cannot maintain themselves
without well-functioning families.
Instead of interfering in family affairs it is the duty of democratic
governments to protect the privacy of families. Home is the very central
place for a citizen to enjoy their individual freedom. As citizens, we have
decided that the rule of law strongly protects the intimacy of the fam-
ily. In the Nordic countries, we even talk about state individualism?. It 2 L.Trigirdh, The ‘civil society’ debate
means that the state has very restricted rights to control families - on '[Tns]w ;i:;gjngif;:;i;h;gf:f:fn
the contrary, people expect the state to help them to live according to  Europe. The Swedish model reconsidered,

: d) LTrigirdh, New York 2007, pp. 9-36.
their own goals. (e L Tragirdh New York 2007, pp. -3
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3 J.J. Heckman, Schools, Skills, and
Synapses, “Economic Inquiry”, Vol. 46,
(2008), pp. 289-324.

In fact, the privacy of families has been gaining strength, as the com-
munities around the families have been weakening. Families are small
and largely on their own. Their independence makes them weak and
strong at the same time. They are strong in making their own decisions,
but weak regarding their human resources.

Family is the place where children get their starting points, losing
or obtaining opportunities and capabilities. Family is not only the ma-
jor source of happiness, but it is also the source of most difficult social
problems. There is an enormous variation in the quality of care by the
families; they may provide the best possible care, but also the opposite.
For children, who do not receive proper care, the consequences are often
problematic. It may take years for them only to understand that their
family life was not what it should have been. Nevertheless, the primary
role of the state cannot be anything else than supporting the parents.

STATE MEANS TO SUPPORT FAMILIES

State support for families can be divided into three main forms:
education, children’s daycare and cash allowances. Education has been
accepted as a necessary institution for school-age children: almost all
children in the world go to primary school. As education is a public ser-
vice for children and youth, its consequences have particular durability.

It seems that the investment in education and family policies is the
best explanation for the Nordic well-being. These are the policies, which
have prominently differed from the policies in other countries. Perhaps
there is no statethat invests enough in the children, but the Nordic states
have done it more than the others. James Heckman’ has profoundly
shown the enormous efficiency of social investment in children because
of its long-term effects in several fields of human behaviour.

Today, the majority of European children aged 4-6 take part in the
early childhood education. The variation in the daycare for smaller
children (aged o0-3), however, is large. In most European countries, the
subsidised daycare for small children has only become popular in re-
cent decades.

Financial support for families takes place in three main forms. First,
all European states pay child allowances. They are not benefits for care
and, therefore, they will not be discussed here. Second, the states pay
maternity, paternity and parental allowances after the birth of the child.
The idea is to compensate for the parents’ lost earnings for some months
(at the extreme for 16 months in Sweden). Being benefits that support
parental care immediately after the birth of the baby, they actually func-
tion as a kind of cash-for-childcare benefit.

In this article, I am dealing with the third form of financial aid
to families. Cash for childcare is a benefit, which is explicitly meant
to support childcare at home instead of bringing children to daycare
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institutions. Its time begins when the parental allowances expire. This
benefit indirectly equates institutional daycare to home care, hence
it is related to the eternal discussion on the role of women in society.
Undoubtedly, it continues to stay a focal issue in the European debates
on childcare.

If the parental allowance lasts for about one year, the option for
home care allowance begins when the child is a toddler. They are no
more a new-born babies with the particular need for breastfeeding and
maternal care. The variety of possible carers increases as the child grows
up: care may be given by parents, relatives, friends, child-minders and
trained nannies.

Actually, the public perceptions of small toddlers’ social life and
their need for care vary widely. Whether desiring to prefer home care
or day care, the politicians and the parents have no difficulties in find-
ing medical experts or developmental psychologists, who support their
opinions. These discussions are characterised by their culmination in
the case of children of 1 to 3 years of age.

Susan Himmelweit* has pointed out that the need for a home care
allowance has grown in modern societies because of the increasing op-
portunity cost of staying at home. First, increasing wage level means
that people who do not participate in the labour market are losing more
compared to those who are doing wage work. Second, the division of
labour continues to the extent that people have become less able to ef-
ficiently multitask at home.In addition, the relative value of housework
declines when the number of children is small.

When the governments want to increase informal child care as
a form of retrenchment strategy, they have to take into account that
they do not obtain informal services for free. The resources of the fami-
lies are no more endless, if they ever were.Informalisation requires that
the governments share the costs with the families using e.g. home care
allowances.

CASH-FOR-CHILDCARE

The idea of paying the mothers for taking care of their children at
home is old. It was born long before the introduction of nation-wide
daycare. When the Social Democrats presented their first demands for
mother’s wage, their great goal was to allow also working class women
the chance to stay at home®.

Cash-for-childcare schemes did not make progress before there was
a broad coverage of public daycare. Daycare had become extensive in
countries, in which a large proportion of women took part in the la-
bour market.
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In 1969, Hungary became the first country, which extended
a cash-for-childcare allowance to all mothers of children under three’.
Thereafter, the introduction of home care allowances has been debated
in many countries. However, the presence of these schemes is still lim-
ited. At the moment, an explicit children’s home care allowance is only
paid in some East and North European countries and France.

Finland was the first non-socialist European country to start the
scheme. In 1990, the parents who had a child under 3 years of age,
achieved the right either to use subsidised daycare or receive a cash al-
lowance. After some years, the right to daycare was extended to cover
all the children under school age. The age limits for the cash allowance
remained the same.

The Finnish child home care allowance can be claimed after the
parental benefit ends (the child is approximately 9 months old). The
parent applies for the benefit, but the caregiver need not be a parent. An
absolute condition for the allowance is that the child does not use the
day care, which is subsidised by the municipality. The payment of the
allowance ends at the latest when the family’s youngest child reaches the
age of 3. The allowance constitutes a taxable income and entitles to an
earnings-related pension.

Child home care allowance includes (in 2017)

. a care allowance (342€/month), which is not affected by the
family’s income,

. a care supplement (at highest 183€), which is affected by the
family’s total income,

o in addition, many municipalities provide a supplement (one
third of the recipientsobtain also a municipal supplement, on average
150€)3%.

The allowance also includes a supplement related to the siblings of
the under 3-year-old child. The condition is that the sibling is looked af-
ter at home and is under school age. The supplement for a sibling under
3 is 103€ and for a sibling under school age - 66€.

There exist also flexible and partial care allowances. The flexible
allowance helps part-time workers, who need to use municipal daycare
for short times. Such a part-timer loses about 100€ per month of his or
her home care allowance. A specific partial care allowance (about 100€)
is targeted atthe parents of children who are in the first or second year
of school.

It is a Finnish specialty that the state supports all the childcare al-
ternatives that the parents decide to choose. Thus, the state also sub-
sidises private day care, if the daycare provider or caregiver is paid by
the family. This only covers four percent of the kids under school age
as almost all the parents either use municipal daycare or home care al-
lowance. Without additional municipal subsidies, there would hardly
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be any private daycare centres®. To make the picture of state subsidies
complete, it is still worth mentioning that the size of the child allowance
is 95€ monthly. Single parents receive an additional 49€.

The benefit covers almost a half of the children in the age group.
However, the proportion has been in decline as mothers’ employment
has been increasing'®. Most parents (85%) use the allowance for some
time. One reason for the popularity of short-term use is that the parental
benefit ends when the baby is only 9 months old. Thereafter, the median
duration of the use of home care allowance is 11 months. Rather few peo-
ple, one in seven, receive the maximum (about 26 months). Parents with
higher education use the benefit less and for a shorter period, whereas
single parents, unemployed and immigrants use it more". On the other
hand, the users of the partial care allowance are mostly rather well-
earning mothers™.

The fact that the terms of the home care allowance apply specifically
to women has consequences in the labour market. Only 7% of recipients
are men, although their share has been slightly moving upwards®. More
generally, Finnish fathers use both parental leaves and benefits much
less than the fathers in other Nordic countries™.

The Finnish child home-care-allowance scheme originated in the
society of 1980s". This is reflected in many features of the system: the
duration of the allowance is long, the period cannot be divided in parts,
changing the recipient is difficult, even small additional income reduces
the benefit, the benefit is small and there are no part-time benefits. All
this shows the importance of the interests of rural families when the
system was established.

The Finnish example, however, does not represent extreme tradi-
tionalism. Actually, there are schemes in the world which bring the
conservation of the traditional family model even further. There are
regulations demanding that the benefit is only available to persons, who
have left the labour force, or to those who take care for all their children
at home, or women only*.

Despite its traditionalism, the Finnish child home care allowance
is popular. A recent survey shows that the majority of supporters of
all parties would like to keep it as it is7. Some parties would like to
moderate the scheme, but there is no political intention to repeal the
allowance. Criticisms are heard mainly from employers’ organisations.

In 1998,Norwayintroduced a different kind of home care allow-
ance. The Norwegian model favoured part-time work. The benefit was
much higher than in Finland. Almost all Norwegian parents used the
allowance in the beginning. However, when the supply of day care has
increased, the use of the cash benefit has dropped dramatically to one
third™.
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After decades of political struggles, there is no cash for childcare in
Sweden. The main means of Swedish care policies are a long care leave,
sharing of the leave and benefits, earnings-related benefits and flexible
timing of vacancies and compensations. The Swedish parents receive
parental benefits for 480 days and these benefits may be used flexibly
until the child is 8 years old. The Swedish emphasis given to gender
equality and shared parenting seems to be easier to reconcile with care
leaves than home care allowances.

Many employers, economists, and feminists criticise the cash for
childcare solution. One argument is that the children from poor fami-
lies, and particularly of immigrants, lose their learning and future
working opportunities, if the home care allowance increases their so-
cial isolation”. In Norway, the fact that immigrant mothers with a mar-
ginal position in the labour market were the majority of the users of the
scheme, was an important reason to shorten the duration of allowance.
Now, only parents of one-year-old children can obtain the allowance in
Norway?°.

WHY IN SO FEW COUNTRIES?

Values. Paradoxically, cash-for-childcare schemes are opposed
both by traditionalists and modernists. The classic reason against the
idea, was that it contradicted traditional family values. The Swedish
Moderates claimed in 1960s that “it was in principal offensive that a nat-
ural function such as parenthood should be paid for by the state™. Still,
taking care for one’s own children today is seen as a human obligation.
We expect that parents care for their children out of love and duty.

Additionally, however, the typical cash for childcare schemes also
contradict the values of modern society. In North European discourses,
cash for childcare is often described as a “trap for women”. This is, of
course, due to the fact that gender equality and shared parenthood are
highly valued. Long period of home care weakens women’s career pros-
pects; not only their wages, but also their pensions. As a counterweight,
husbands, if any, try to work for long days to compensate for the lost
income. It is no surprise that the wage difference between mothers and
fathers is higher than that between women and men. In case of divorce,
which concerns half of the marriages in the Nordic countries, it is most-
ly women that continue to live with the children and face an increased
risk of poverty.

Economy. It is quite common that the governments resist the idea
of ‘deadweight’ expenditure. Public expenditure should not be used to
pay for care work that would and should be undertaken anyway?. This
argument is based on the assumption that traditional values are followed
without any financial incentives.
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Another economic issue concerns labour market effects. Both the
state and the market want to see the productive people employed.
In modern countries, young women are better educated than men.
Although cash-for-childcare schemes are often rationalised by pub-
lic savings, actually many researchers do not believe that the schemes
are advantageous for the public economy in the long run. Economists
do not generally advocate for cash-for-childcare, they rather speak of
children’s daycare and early education as an human and social invest-
ments. Actually, we do not know to what extent cash allowances should
be counted as investments®.

Social problems. Some critics remind that the cash-for-childcare
scheme tends to increase social problems. A serious doubt is related to
the fact that a monetary benefit may be used in mixed ways. There is no
certainty that child home care allowance is spent to improve childcare.
As already mentioned, there is a noteworthy variation in the quality of
family care. Should all the parents be paid for family care?

One more problem comes from the fact that especially the less af-
fluent families and the mothers with less education rely on the cash-
for-childcare benefits. In the long run, the limited cash benefit does not
improve the financial situation of the poor. The children grow poor.
We know that continuous poverty is a root for social problems and high
public costs in future.

WHY THEN, PROMOTE CASH-FOR-CHILDCARE?

Smooth daily life. Probably, the best argument for cash-for-child-
care schemes is that so many parents value it. A very common argument
among allowance recipients is that the parents want to be with the chil-
dren, follow their development and raise them. Another popular argu-
ment, especially among mothers, is that they desire to leave the working
life (“the rat race”) for some time. It is much more convenient to sleep
longer in the morning than to dress a child for day care. Looking after
small children is exhausting anyway, and people appreciate ways to ease
their everyday life. AnneliAnttonen and JormaSipild define the family
time as an element of the informal care capital*. Family time can be
increased by cash-for-childcare.

One practical reason why parents choose the allowance is that there
may be a shortage of appropriate daycare places in the neighbourhood.
In situations where daycare cannot be used for some reason, money
helps parents to find acceptable solutions. For instance, when a Finnish
parent works abroad, no right to daycare will follow them. However, ac-
cording to the EU rules, the family maintains the cash allowance.

New cultural trends. Defamilialisation was the main trend in the
late 20th century. Later we have seen an outright counter-reaction.

“Neofamilism” or “refamilisation” revive and value the identity of
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home mothering. Neofamilism is not in contradiction with the increas-
ing individualism. Both phenomena invoke people to find personal so-
lutions instead of public institutions, like kindergartens and schools>.

Some security in the labour market. From the perspective of young
people looking for their place in the labour market, cash-for-childcare
schemes represent a temporary source of security. The European Union
countries have applied different schemes to promote work sharing, job
rotation, adult education and career breaks. Andrea Leitner and Angela
Wroblewski*® state that cash-for-childcare is a good example of a scheme
that can offer income and a secured break from labour force participa-
tion in the transitional labour market.

The recent concern about robotisation and job losses emphasises the
role of cash-for-childcare as a kind of basic income. Perhaps the work
society is not here to stay. Many debaters agree
that the basic income should be first targeted on
those performing necessary services, like child-
care, for the society.

Special needs. It is a common international
finding that, if people can choose the form of gov-
ernment support, they rather take money instead
of service. This is what happens despite the fact
that the cash recipients tend to be undercompen-
sated®. One reason for preferring money is that
this flexible tool also facilitates arrangements in
cases, in which the child or the parents have spe-
cial needs. Many minorities appreciate the oppor-
tunity to provide services of their own.

Easy policy making. Clare Ungerson and Sue Yeandle*® point out
that cash-for-care schemes enable the state to reduce both the employ-
ment costs and the organisational costs. The costs of recruitment, train-
ing new staff, security checks, performance management, risk manage-
ment, staff development and sickness absence are negligible. All this
attracts politicians: cash benefits help them to avoid difficult decision-
making and public criticism. Cash grants require very little staff and
buildings, compared to services.

Ideology. Finally, there are ideological reasons for cash benefits.
There are parties, which resist public services, in principle. The politi-
cal acceptability of cash benefits is wider.

Demographics. Most European countries are worried with their low
birth rates. Traditionally, demographers have insisted that the family al-
lowances only affect the timing of births, but there are also other results.
For instance, Rafael Lalive and Josef Zweimiiller’* have found that in
some cases long care leaves raised birth rates.
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AVOIDING THE RISKS OF CASH-FOR-CHILDCARE

The first warning is that the parents must never earn money by mak-
ing children. If they do, children are born for wrong reasons. The con-
sequences are tragic.

Another major risk is the mother’s social exclusion. In vulnerable
conditions, for example in immigrant families, a small cash benefit may
reinforce both poverty and mother’s social isolation. This will under-
mine both the mother’s well-being and the child’s growth environment,
especially in the long term. It is also a questionable policy to grant aid
only to disadvantaged mothers - it hardly makes sense to require that
the mother has first to be marginalised before she can be assisted.

The third risk is connected to the two already mentioned, but con-
cerns more explicitly the development of the children. The intention of
the benefit is to support care, but there is no guarantee of the provision
and quality of care. The government may justify the benefit by the sup-
posed motivation: it is self-evident that the parents wish to care for their
children. However, the family care happens in a private area and no one
is allowed to control the quality of the upraising that happens at home. It
is not possible to avoid situations, in which the government gives money
to parents who harm the child.

These three major risks can be lowered. First, governments should
not begin to pay the parents for producing children for demographic,
nationalist or any other reasons. The family benefits must be kept on
a level which maintains the human motives in the core.

Second, it is not difficult to facilitate the mothers’ participation in
the society. Part-time benefits can be preferred and kept on a relatively
high level. Shared parenthood strengthens and maintains the well-being
in the family. Reducing the amount of the benefit as the duration in-
creases motivates the mothers to return to the labour market, before it
becomes more difficult.

Third, from the viewpoint of children’s development, it is neces-
sary to combine cash benefits with services. E.g. there should be play-
groups for small children in all neighbourhoods. There should also be
early childhood education for all. Such opportunities create interactive
meeting points for both children and parents. The quality of daycare
and early education should be of particular concern. Social problems
at homes can never be abolished, but they should be relieved by active
child guidance: monitoring, protecting, and giving support.

Eventually, the problems related to cash-for-care policies are con-
nected to the more general inequalities and tensions in the society. Thus,
the consequences of cash-for-care schemes vary together with the con-
text in which they are applied. The outcomes are never the same in dif-
ferent times, cultures and societies.
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ABSTRACT/ABSTRAKT

The presented article is an attempt to draw attention to the economic
contexts of the functioning of families in Europe. The author presents
various types of financial support for families using the examples from
selected European countries. The idea of paying the mother for looking
after her children at home is analysed in detail.

Prezentowany artykul stanowi prébe zwrécenia uwagi na ekono-
miczne konteksty funkcjonowania rodzin na terenie Europy. Autor
przedstawia rézne rodzaje finansowego wsparcia dla rodzin na przy-
ktadzie wybranych krajow europejskich. Szczegolowej analizie zostaje
poddana sytuacja, w ktorej matki pobieraja wynagrodzenie za pozosta-
nie w domu i opieke nad wlasnymi dzie¢mi.
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