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(Figure 5) Gender Wage Gap:

(Figure 4) Employment Rate:

Model vs. Data
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(Table 2) Childcare Service Usage by Education and Employment: Benchmark

Working Not Working
Female| Male Childcare . Childcare .
- No Childcare - No Childcare
Total Subsidy Total Subsidy
ALL | ALL 27.3 22.7 (83.3) 13.3 8.1 5.3(66.2) 51.3
HSC 20.8 20.2 (97.2) 14.0 9.1 6.0(65.9) 56. 0
SMC | ALL 24.5 22.4 (91.3) 13.4 8.5 5.2(61.4) 53.7
CLC 32.2 24.1 (74.8) 13.0 7.3 5.2(70. 4) 47.5
HSC 26.7 23.6 (89.4) 10.2 9.2 9.2(100) 54.0
HSC | SMC 224 |21.4 (95.6) 11.4 9.5 9.5(100) 56.7
CLC 19.2 19.2 (100.0)|  15.8 9.0 4.1(45.2) 56. 1
HSC 38.4 30.9 (80.6) 11.6 7.1 7.1(100) 42.9
SMC | SMC 29.3 24.4 (83.2) 13.5 7.7 7.7(100) 49.5
CLC 19.8 19.8 (100.0) 13.7 9.0 3.9(43.2) 57.4
HSC 51.5 34.8 (67.5) 0.4 7.2 7.2(100) 40.9
CLC | SMC 33.2 22.8 (68.8) 19.3 6.0 6. 0(100) 41.5
CLC 22.8 20.0 (87.9) 14.6 8.2 3.7(44.7) 54.4

Note: The numbers in parentheses indicate percentage share of subsidized households.
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(Figure 7) Employment Rate by
Spouse Edu. & Prod

(Figure 6) Employment Rate by
Spouse Education
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(Table 3) Comparison across Childcare Subsidy Policy:
without Childcare Allowance

Agg’regate , ‘Umvcrsal Subsidy Conditional Subsidy
Variables 43% 53% 80% 100%
Y 0. 200 0.044 -0.215 -0. 400 0. 257
K 0.082 -0. 026 -0.243 -0. 400 0.134
L 0.262 0. 080 -0. 200 -0. 400 0.321
L. 0.811 24. 289 84. 640 130. 397 -16. 651
L, 0.261 0.021 -0. 406 -0.717 0. 363
L, 1.082 0. 568 0.019 -0. 347 1. 151
L (flfp) 0.535 0. 228 -0. 205 -0. 498 0.726
avg. prod. 0. 544 0.339 0. 224 0.152 0. 422
ccsly 25.011 54. 407 130. 033 187. 606 3.293
CEV (%) 0.415 0.047 -0. 707 -1. 258 0. 590

Note: 1. % change from benchmark economy.
2. avg. prod - average productivity for female.
3. CEV stands for Consumption Equivalence Variation.
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Conditional
Subsidy
0. 427
(5.23)

0. 355
(1.97)

0. 408
(7.76)
0.473
(4.78)

fol7} et vhE A

100%
0.395
(-2.69)
0.354
(1.52
0. 374
(-1.32)
0.429
(-5.00)

ol AA AN ArEA =E T

80%
0.403
(-0.79)
0.354
(1.52)
0.378
(-0.07)

0. 442
(-2.04)

Universal Subsidy

53%
0.414
(2.01)
0. 354
(1.52)
0. 389
(2. 80)
0.459
(1.68)

HEAA ©]
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L

without Childcare Allowance

=
=

(Table 4)9]

43%
0. 422
(4.00)
0. 355
(1.97)
0. 400
(5.62)
0. 468
(3.68)
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0. 406
0.349
0.379
0.451
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(Table 4) Initial Employment Rate by Education across Childcare Subsidy Policy:
A B

EDU
ALL
HSC
SMC
CLC
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Note: The numbers in parentheses indicate percentage change from benchmark economy.
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100%
0. 086 (0. 00)
0.617(1.73)
0.629(0.68)
0.742 (-0.97)
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80%
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0.617(1.73)

0.638 (2. 18)
0.133(-13.87) |0. 117 (-24. 43)
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Universal Subsidy

53%
0. 086 (0. 00)
0.617(1.73)
0.122(-6.59) 0.117(-10.91) {0. 117 (-10. 91)
0. 654 (4. 75)
0. 155(0. 00)
0. 765 (2. 03)

without Childcare Allowance
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0. 131 (0. 00)
0. 667 (6.79)
0. 155(0. 00)

0.750 | 0.783 (4. 44)
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(Table 5) Initial Employment Rate by Education and Productivity:
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Conditional Subsidy
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-0. 400

-0.400
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130. 397
-0.717
-0. 347
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0.152
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85. 495
-0.434
-0.079
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-0. 023
-0. 056
-0. 006
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53.219
-0. 138

43%

0.061
0.018
0.084
0.001
0.084
0.342
-0. 246
0.590
24. 230
0.101

% change from benchmark economy.
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CEV stands for Consumption Equivalence Variation.
[e)

2. avg. prod - average productivity for female.

(Table 6) Comparison across Childcare Subsidy Policy: with Childcare Allowance
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(1.09)

0. 383
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0. 395
(-2.69)
0.354
(1.52)
0.374
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0. 429
(-5.00)

5ol

o

AwRE o] 9}

80%
0. 397
(-2.05)
0.352
(1.09)
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Universal Subsidy

53%
0. 400
(-1.39)
0. 352
(1. 09)
0. 379
(0.08)
0. 437
(-3.16)
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0.401
(-1.06)
0. 352
(1.09)
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0. 406
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(Table 7> Initial Employment Rate by Education across Childcare Subsidy Policy:
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(Table A1) Average Age at the First Marriage & First Birth(2006-2010)

Male Female
ALL HSC SMC, CLC ALL HSC SMC, CLC
First Marriage 30. 4 30.3 30. 4 27.8 27.0 28.1
First Birth 319 31.8 31.9 29.3 28.7 29.5

(Table A2) Household Composition Across Education Level(2011-2014)

Female
HSC SMC CLC Total
HSC 2.2% 4.7% 9.9% 16.8%
Male SMC 5.2% 7.6% 13.9% 26.7%
CLC 12.9% 21.8% 21.8% 56.5%
Total 20.3% 34.1% 45.6% 100. 0%

(Table A3) Number of Children by Parents Education Level(2011-2014)

Female
HSC SMC CLC
0 1 2 0 1 2 0 1 2
HSC 1.3% | 2.6% | 5.3% | 0.9% | 1.6% | 3.3% | 0.0% | 0.6% | 1.3%
Male | SMC | 1.1% | 1.5% | 4.5% | 2.7% | 4.2% | 7.6% | 1.4% | 1.9% | 1.7%
CLC 1.0% | 1.3% | 1.9% | 3.0% | 4.9% | 6.6% | 8.9% |15.6% | 13.3%
Total 3.4% | 5.3% | 11.8% | 6.6% |10.7% | 17.5% | 10.4% | 18.0% | 16.3%
Normalized by . . . . . . .
. 16.5% | 26.1% | 57.4% [ 19.0% | 30.7% | 50.3% | 23.2% | 40.3% | 36.5%
female population
(Table A4) Working Disutility Parameter, Calibrated Moment
Age 30-34 35-39 40-44 45-49 50-54 55-59
é; 0.333 0.238 0.169 0.143 0.148 0.203
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(Table Ab) Joint Work Disutility Distribution, Calibrated Moment

EDU HSC SMC CLC
b, 13.673 10. 698 6. 905

xT

(Table AB) Childcare Hours by Mother's Labor Force Status
Unit: minute (daily)

All Double-income family|Single-income family
Father | Mother Father Mother | Father | Mother
Physical care 17.63 112.24 18.98 66. 46 16. 65 137.26
Reading books 3.79 21.03 4.24 16.22 3.72 24.09
Playing 24.97 40.6 21.74 24.13 25.64 49.76
Others 5.29 24.58 6. 04 19.45 4. 84 26.57
Total 51. 86 198. 45 51 126. 26 50. 85 237.68

Source: Song (2011), p.54, {Table 3).

(Table A7) Female Human Capital Growth Rate Parameter, Calibrated Moment

EDU HSC SMC CLC
A 0.05 0.40 0.65

z

(Table A8) Labor Productivity within Education Level by Gender

o, e L

Male Female Male Female Male Female

HSC 0.377 0.399 1.458 1. 490 0. 233 0. 225
SMC 0. 350 0. 347 1.419 1.415 0. 242 0. 243
CLC 0. 390 0. 409 1.477 1.505 0. 228 0. 222

(Table A9) Calibrated Value for Labor Productivity

HSC SMC CLC

e 1.46 1.42 1.48
et 0.23 0. 24 0.23
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(Table A10) Childcare Cost per Child Relative to Household Incomes

child age mean s.d. maximum
0 yrs 1.8 4.7 50.0
1 yrs 1.9 2.8 25.1
2 yrs 3.2 3.4 26.2
3 yrs 7.4 4.6 27.0
4 yrs 8.6 5.3 34.7
5 yrs 7.9 5.8 54.3
Total 5.1 5.4 54.3

Source: Seo et. al. (2012), <Table V-2-3).

(Table A11) Childcare Cost Relative to Household Incomes by Number of Children

num. of children mean s.d. maximum
1 5.9 5.8 54.3
2 8.8 7.4 83.0
Total 7.0 6.5 83.0
Source: Seo et. al. (2012), <Table V-2-3).
(Table A12) Social Security Benefit by Household Type
Male
HSC SMC CLC
HSC 0. 80 0.83 0. 86
Female SMC 0.83 0. 84 0.90
CLC 0. 86 0.90 1.00

(Table A13) The Amount of Childcare Subsidy and Allowance by Children Age

Age 0-1 1-2 2-3 3-4 4-5 Average
Subsidy 39.4 34.7 28.6 22.0 22.0 29.0
Allowance 20 15 10 10 10 14.2
ratio 1.97 2.31 2. 86 2.20 2.20 2.25

Note: in 10 thousand Korean won.

Source: 2016 Handbook of Childcare Policy, Ministry of Health and Welfare.
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(Table A14) Calibration Results
Parameter‘ Description ‘ Value ‘ Target Moment, Source
Household
n population growth rate 0.54% average 2006 - 2010, Statistics Korea
(2,2) |parents education distribution (Table A2) |KLIPS
Kz, 2) numbgr of children by parents (Table A3)  |KLIPS
education
3 discount rate 0.9775 K/Y=3.00, Cho et. al. (2012)
0% labor supply elasticity 0.5 Kean and Rogerson (2015)
‘ e female employment rate by age,
?; labor disutility by age (Table A4y Statistics Korea
. - female employment rate by
b, utility cost of joint work (Table A5) . R
education, Statistics Korea
Labor Productivity
oAz,)) male labor productivity by education (Figure AL n‘qah’% x.vage by age & education,
and age Statistics Korea
A, female human capital growth rate (Table A7) fem.ale; wage by age & education,
Statistics Korea
Oy female human capital depreciation rate 0.02 Mincer and Ofek (1982)
€,>€. |labor productivity within education (Table A8) \'ar1ance.of. log \wage in the first age
group within education
Childcare Hours
mother’s childcare hours by working = not |childcare hours by labor force status,
(kL) employment working x 0.54 |Song (2011)
T mother’s childcare hours by num. of | two = one x |
. Sommer (2016)
children 1.54
Childcare Cost
5% of household
childcare cost for one child income with |Seo et. al. (2012)
infant
d(k1.1)) —
one child
childcare cost for two children households  |Seo et. al. (2012)
x 1.5
Production
« capital income ratio 0. 345 labor income ratio, Lee (2015)
O capital depreciation rate 0. 066 Cho et. al. (2012)
Government
6(1) infant household income below 70% 100% Ministry of Health and Welfare
T income tax rate 0.11 tax to GDP ratio (0. 145), BOK
™ pension contribution rate 0.09 current pension contribution rate
p(z,2) |pension by household (Table A12) |pension by education




WgE QY] F1Eely wEEH MAE 9%

(Figure A1) Relative Labor Productivity by Education
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(Figure A2) Number of Youth, Childcare Youth, Childcare Subsidy Youth
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The Effect of Child Care Subsidies on Labor Supply

of Married Women*
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Jong-suk Han™* - Youngjae Lee**™ - Jay H. Hong

Abstract

We build a life-cycle model with joint labor-supply decisions of married
households, and quantitatively analyze the impact of childcare subsidy policy
on married women labor supply. We consider two types of childcare subsidy
policies: the universal subsidy, subsidizing all married women, and the
conditional subsidy, subsidizing only married women at work. The model is
calibrated to match the 2011 subsidy policy - subsidizing only low-income
households with young children regardless of women’s employment status, and
the new policies are evaluated relative to the benchmark economy. Under
universal subsidy, the female employment rate and average productivity
increase 0.23% and 0.34% respectively, and under conditional subsidy,
0.73% and 0.42%, respectively. Thus, the increase in female labor supply is
driven by the quality improvement in universal subsidy, but the female labor
supply is enlarged by the quantity change in conditional subsidy.
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