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SS4. Childcare Costs

Childcare costs can represent an important
obstacle to taking up paid work. On average, the out-
of-pocket costs for two children in full-time care
represent 17% of the net household income both of a
single parent earning the wage of an average worker
(AW) and of a two-earner family, where one spouse
earns average wages and the other earns 2/3 of that
(Figure SS4.1). Across countries, the range of cost
estimates is very wide. Centre-based care is most
expensive in English-speaking countries, Portugal
and Switzerland, where the out-of-pocket expenses
of couples with two young children can represent as
much as 20% to 34% of the entire family budget. At
the other end of the spectrum is a group of mostly
eastern and northern European countries where net
childcare costs for two children are close to or below
10% of overall family net incomes.

Cost considerations are arguably much more
important for parents who have to do without the
support of a partner and will therefore need to rely
more heavily on non-parental childcare when they
decide to look for paid employment. While public
subsidies granted to lone parents considerably
reduce out-of-pocket childcare expenses in some
countries, in Canada, Portugal, New Zealand, the
United States and Ireland lone parents with two
children would typically spend more than one-
fourth of their disposable income on childcare if they
decide to work – an amount many of them will be
unable to afford. The country ranking differs
considerably from the two-parent case. For instance,

lone parents in the United Kingdom face below-
average childcare costs, while they are very high for
two-earner families: this reflects generous rebates or
childcare-related cash transfers granted to low-
income lone parents in that country.

While childcare support is frequently targeted
towards low-income families, this is not always the
case. In Austria, Denmark, Hungary, Iceland, Ireland,
Korea, New Zealand, the Slovak Republic and the
United States, two-earner families incur the same
out-of-pocket expenses for childcare at all earnings
levels shown in Table SS4.2 (2nd panel). In general,
families with lower gross earnings then spend a
larger portion of their net household income on
childcare than better-off families (1st panel of
Table SS4.2). The proportion of family incomes spent
on childcare is determined not only by the amount
of childcare costs but also by the tax burden levied
on families. For example, while childcare costs as a
percentage of average earnings are lower in
Belgium than in Korea, higher Belgian tax burdens
reduce household income by much more: as a
result, most Belgian families spend a larger part of
their after-tax incomes on childcare than their
Korean counterparts.

Definition and measurement

This indicator quantifies the out-of-pocket costs to families of purchasing centre-based childcare. These costs
take into account a wide range of factors, including fees charged by childcare providers as well as childcare-
related tax concessions and cash benefits available to parents. The cost figures are derived by comparing the
disposable income, measured after deducting childcare expenses, of a family who does not purchase formal,
centre-based childcare with that of an otherwise similar family who does. Childcare cost estimates are
disaggregated to identify the different policy instruments used by government to reduce such costs, and
presented for different characteristics of individuals and households, with a focus on those parents whose
employment decisions are particularly responsive to financial incentives to work: lone parents and second
earners with young children requiring care.

The calculations relate to the costs of full-time care for two children aged 2 and 3 provided in a typical
childcare centre. Net childcare costs are the differences between fees (i.e. the gross amounts charged to parents
for one month of full-time care, after any subsidies paid to the provider) and all types of childcare-related cash
benefits paid to parents, including tax advantages or childcare refunds/rebates. Information refers to 2001
except for Canada (1998), Portugal (2000), New Zealand, Spain, Sweden and the United States (2002), and Belgium,
France and the United Kingdom (2003). For some countries, available information relates to a particular region
or city: Austria (Vienna), Belgium (Wallonie), Canada (Ontario), Germany (Nordrhein-Westfalen), Iceland (Reykjavík),
Switzerland (Zürich), the United States (Michigan). Details are provided in Annex Tables A1-A2 in Immervoll and
Barber (2005).

Status indicators: Mothers in paid employment (SS3).
Response indicators: Public social spending (EQ5).
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SS4.1. Childcare costs represent a large part of net income for working couples and lone parents

Childcare costs including benefits and tax concessions of two-earner couples at full-time earnings of 167% of AW, 
and lone parents at full-time earnings of 100% of AW, both with two children

SS4.2. Childcare costs weigh heavily on families with low income in several OECD countries

Childcare costs for two-earner couples with two children, at three earnings levels, 
both in percentage of net household income and average earnings

% of household net income % of gross average earnings (AW)

100-100 100-67 67-67 100-100 100-67 67-67

Australia 22 19 18 34 26 20
Austria 16 18 21 26 26 26
Belgium 13 14 11 16 16 11
Canada 18 20 24 28 27 27
Denmark 9 10 12 10 10 10
Finland 8 7 6 11 9 6
France 18 17 15 28 23 17
Germany 6 6 5 8 7 5
Greece 6 6 6 10 9 7
Hungary 8 9 10 12 12 12
Iceland 12 13 15 18 18 18
Ireland 29 34 40 51 51 51
Japan 16 18 16 25 25 18
Korea 10 12 14 18 18 18
Netherlands 21 25 21 30 30 21
New Zealand 21 26 32 34 34 34
Norway 11 12 13 16 16 14
Portugal 21 25 27 38 38 34
Slovak Republic 7 8 10 12 12 12
Sweden 6 7 6 10 8 7
Switzerland 29 27 24 48 38 28
United Kingdom 26 27 22 42 38 26
United States 19 23 26 34 34 34
OECD-23 15 17 17 24 23 20

Source: Immervoll, H. and D. Barber (2005), “Can Parents Afford To Work? Childcare Costs, Tax-Benefit Policies and Work Incentives”, OECD
Social, Employment and Migration Working Paper, No. 31, Paris (www.oecd.org/els/workingpapers).

StatLink: http://dx.doi.org/10.1787/082738183216
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Further reading ■ OECD (2006), Starting Strong, Paris (www.oecd.org/edu/earlychildhood). ■ OECD (2007), Benefits and Wages – OECD
Indicators, Paris (www.oecd.org/els/social/workincentives). 
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