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The 2019 Ontario Budget introduced the Child Care Access 
and Relief from Expense (CARE) tax credit to reduce child 
care costs for low- to moderate-income families.

This report: 

1. Discusses child care costs and its implications for 
households and Ontario’s labour force;

2. Provides estimates of the impact of the CARE tax credit 
on the Province’s budget;

3. Examines the impact of the CARE tax credit on Ontario 
households; and

4. Provides high-level estimates of the impact of the CARE 
tax credit on Ontario’s workforce and economy.



Ontario Child Care Costs and 
Female Labour Force 
Participation



Child care cost in Ontario
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Ontario had the second highest average child care 
costs in Canada in 2018
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National Average: 9,200

Presenter
Presentation Notes
In Ontario, the average out of pocket child care expenses for children 0 – 12 years of age in licensed child care (day care centres and home based care centres) for at least 30 hours a week was $12,800 in 2018. Compared to the rest of Canada, Ontario’s  average child care costs are the second highest, after B.C. and 40 per cent higher than the national average. In contrast, Quebec has the lowest average child care cost at $4,400. 



High child care costs contribute to 
lower use in Ontario
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Ontario has the second lowest share of children in 
child care in Canada in 2019

• 28 per cent of Ontario families that do not use child 
care indicated that high cost was a barrier 
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Presenter
Presentation Notes
Ontario’s relatively high child care costs, act as a barrier for many working families and contribute to the province’s relatively low rate of child care usage. Only 40 per cent of Ontario children below the age of six participate in child care – the second lowest rate in the country. On the other hand, Quebec, the province with the lowest child care costs has the highest child care usage rate at 74 per cent in the country.  In a recent Survey on Child Care by Statistics Canada showed that from the Ontario families that do not use child care 28 per cent cite high costs of child care as a barrier. -----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------Back- pocket 40 per cent child care usage rate refers to preschool, daycare and child care centres, home care and before and after school programs. Excludes children in family organized arrangements, such as care by relatives or nannies. Statistics Canada’s Survey on Early Learning and Child Care Arrangements, 2019. 



Low child care use associated with 
lower female labour force participation
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National Average: 83.1%

• Mothers with young children are less likely to 
participate in the labour force than women without 
children

• Ontario’s labour force participation rate for working-
age women is the lowest in Canada

Presenter
Presentation Notes
Low child care usage is closely associated with lower female labour force participation because mothers are often forced to limit their working hours or take time off to care for their children. As a result, mothers with young children are less likely to participate in the labour force than women without children (73 per cent with young children vs. 85 per cent without children). The participation rate for core-age Ontario women (women between the ages of 25 and 54 years), in 2018 was the lowest in the country at 81.5 per cent, below the national average of 83.1 per cent and significantly below the rate at which core age women in Quebec participate in the workforce. -----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------For mothers with children 12 and under, the labour force participation rate is 77 per cent. Compared to other provinces, Ontario ranks third lowest, two percentage points below the national average and seven percentage points below Quebec.



Impact of the CARE Tax 
Credit on the Budget

Presenter
Presentation Notes
To segue to next section, speak to this:Acknowledging that the cost of child care can be a barrier to employment, the 2019 Ontario Budget announced the Childcare Access and Relief from Expenses (CARE) tax credit. The government indicated that the CARE tax credit will “help experienced employees return to work sooner after a parental leave...”… Then just switch to talking about our estimated fiscal impact on the next slide.



Impact of CARE Tax Credit on 
Budget Balance
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($ millions) 2019-20 2020-21 2021-22 2022-23 2023-24 Total
FAO Estimate 435 465 475 470 460 2,305

Government Estimate 390 390 390 390 390 1,950

Difference 45 75 85 80 70 355

Comparison of FAO and Government estimates of CARE tax credit cost

• FAO estimates CARE tax credit will cost on average $460 
million over the next five years, totaling $2.3 billion

• In 2019 budget, Province estimates CARE tax credit will 
cost $390 million annually over the next five years, 
totaling $2.0 billion

• Overall, the FAO projects that CARE tax credit will cost 
$0.4 billion more over five years compared to the 
Province’s forecast

Presenter
Presentation Notes
Acknowledging that the cost of child care can be a barrier to employment, the 2019 Ontario Budget announced the Childcare Access and Relief from Expenses (CARE) tax credit. The FAO estimates the cost of the CARE tax credit to be $435 million in 2019–20, rising to a peak of $475 million in 2021–22. Over the next five years, the CARE tax credit is estimated to cost about $460 million per year on average or $2.3 billion in total. By comparison, in the 2019 budget, the Province estimates that the CARE tax credit will cost $390 million each year over the next five years, totaling $2.0 billion. Overall, the FAO projects that over five years the CARE tax credit will cost $0.4 billion more than the government’s forecast.  This difference is due to the FAO’s estimate making additional adjustments that include: An increase in reported child care expenses on tax returns by families who are already using child care;An expected rise in the total number of families using child care; and Rising average family incomes, which will reduce the cost of the CARE tax credit over time, as the credit’s income rates are not indexed to inflation.



Impact of the CARE Tax 
Credit on Households 



CARE provides benefits to 21 per 
cent of Ontario families with children
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930,000 families without child care expenses.

237,000 families with child care expenses that are ineligible 
for CARE tax credit.

310,000 families with child care expenses that will receive 
CARE tax credit benefit.

1,477,000
families have 
children 16 
years of age or 
under

• CARE tax credit will provide an average benefit of 
$1,300 to 310,000 families

Presenter
Presentation Notes
There are approximately 1.5 million families in Ontario with children 16 years of age or under, of which roughly 547,000 use paid child care arrangements and the remaining 930,000 families are without child care expenses.  The FAO estimates that approximately 310,000 (or 21 per cent) families with children will receive the CARE tax credit – similar to the government’s estimate of 300,000 families. The FAO’s findings suggest that families that receive the CARE tax credit will receive an average benefit of approximately $1,300 – slightly higher than the government’s estimated benefit of $1250 per family.  Lastly, approximately 237,000 Ontario families with child care expenses will not receive the CARE tax credit, mainly because their family income exceeds the $150,000 limit to be eligible for the tax credit. ----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------As well, some families with child care expenses will not receive the CARE tax credit because one spouse has no earned income or the family is not reporting child care expenses on their tax returns.- Govt provided similar estimates?



Few families will receive the 
maximum CARE benefit 

September 24, 2019Financial Accountability Office of Ontario | fao-on.org 11

• The 2019 Ontario Budget states that the CARE tax credit 
will provide up to:

• $6,000 per child under seven, 
• $3,750 per child between seven and 16, and 
• $8,250 per child with a disability  

• Based on the FAO’s analysis, fewer than 300 families 
(0.1 per cent of all recipients) will receive the maximum 
CARE tax credit benefit

Presenter
Presentation Notes
The CARE tax credit provides a maximum benefit entitlement of $6,000 per child under the age of seven, $3,750 for children between seven and sixteen years of age and $8,250 for a child with a disability. However, based on the FAO’s analysis, fewer than 300 families, or 0.1 per cent of all CARE tax credit recipients, will receive the maximum entitlement due to the following factors:Only low-income families earning $20,000 or less are eligible to receive the maximum benefit entitlement; A family earning $20,000 or less would need to spend at least $8,000 in child care expenses for each child under seven years of age and at least $5,000 in child care expense for each child between seven and sixteen years of age, in order to receive the maximum benefit entitlement; andEven if a family earning $20,000 or less were to spend the maximum claimable child care expenses per child, the total claimable amount for that family cannot be higher than two-thirds of the lower-earning spouse’s income. 



Two-thirds of CARE benefit is distributed 
to families with above-median income 
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Adjusted net family income

Only three per cent of the total CARE tax credit benefit will 
be distributed to families with incomes below the 25th

income percentile ($21,400 or less). 

Median income: 
$63,700

Presenter
Presentation Notes
Although the CARE credit was intended for middle and lower income working families, our analysis also shows that about two-thirds of the total benefit will go to families with incomes above the 50th percentile or above-median incomes of $63,700. Only three per cent of the total benefit will be distributed to families with incomes below the 25th percentile ($21,400 or less) and families with incomes between the 25th and 50th percentile will receive one third of the benefit. Explanation:Lower income families will receive a small amount of the overall benefit because they generally spend less on child care and their maximum CARE tax credit is constrained by the income of the lower-earning parent. Middle- and higher-income families will receive most of the total CARE tax credit benefit, reflecting the fact that child care expenses typically increase with family income. 



Economic Impact of the CARE 
Tax Credit 



CARE tax credit to modestly boost 
female labour force participation 
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CARE expected to  
boost Ontario's  
participation rate by a 
modest 0.4 ppts.

National 
Average: 83.1

• CARE tax credit to expand workforce by 6,000 to 
15,000 people

• Labour force participation by Ontario women will be 
modestly boosted by CARE credit, but will remain well 
below the national average rate

Presenter
Presentation Notes
The FAO estimates that the CARE tax credit could result in approximately 6,000 to 15,000 more people entering the Ontario workforce. This increase would modestly boost the labour force participation rate for core-age Ontario women from 81.5 per cent to 81.9 per cent. However, this would still be well below the national average at 83.1 per cent or Quebec’s rate of 86.7 per cent.To see what the impact of lowering Ontario’s child care costs to match the national average cost of child care would be on Ontario’s female participation rate, the FAO constructed a scenario, in which the government would need to provide an additional $0.8 billion in support (on top of the CARE tax credit) to Ontario families with child care expenses. Under this scenario, 30,000 additional workers would enter the workforce and Ontario’s female labour force participation rate would increase to 82.8 per cent, closer to the national average of 83.1 per cent. 
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