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Abstract 

Accessible and high-quality child-care have many positive functions. Child-care is a source of social, 

economic and educational benefits for children and helps parents to remain in the labour market. 

Quite many analyses had found a link between fertility and child care. 

The presentation analyses the evolution of child care costs in Estonia and regional diversity of child-

care fees for parents. We use data from a special survey conducted by authors in all local 

municipalities in Estonia during 16 years. The cost is analysed in the content of the background 

information about size, demographic composition, the wealth of local governments and the income 

of their inhabitants. The results show that the contribution of parents varies essentially in different 

local municipalities and creates large regional differences in the treatment of families with children 

within one country. These differences have increased in time. The relative child care cost is shaped 

by the size of municipality and population income level. The relative child care cost is higher in large 

municipalities with higher population income level.  

 

 

Introduction 

Analyses of family policy often concentrate only on central government level and regional diversity is 

neglected, despite of large spatial differences (Gauthier 1992, Forssén 1998, Dunkan & Goodwin 

1988). We fill in the gap in Estonia and record regional inequality in child-care and analyse 

mechanism behind the sources of regional diversity. The paper provides an overview of long terms 

trends in child-care situation in Estonia and analyses the regional differences and mechanisms 

behind regional child-care price diversity. In countries with relatively high levels of child poverty, the 

high cost of child-care services can be an important barrier for the take-up of services. For analysing 

of regional differences, we use data from special surveys collected since 1999 in Estonia. This is the 

very first time we are able to bring together the data from these surveys and provide standardised 

analyses. We focus on the total cost of the child-care service and regional diversity of fees for 

parents.  

 

Child-care system in Estonia 

Estonia has solidarity based universal family policy system with all classical components of family 

policy: universal child benefits, quite long parental leave with high replacement rate, extra support 

for families with three and more children, and quite well-developed child-care services (Ainsaar 

2019). Verbist and Lancker (2016) analysed poverty reduction through family transfers and how 



much family policy covers all cost of children in Europe and argued that Estonia is in the middle 

position in European Union in both those categories. Compared to the EU average, Estonia has less 

young (1-3 years) children in formal child-care, but more children over three years compared to EU 

average (Eurostat 2017). Low child-care participation rate in younger age group is likely influenced 

by a long and generously supported parental leave system in Estonia (Ainsaar & Tarum 2016). 

Accessible child-care service is the main core stone of services for families with small children and 

had been an important policy agenda for a long time in Estonia. Kindergartens were already a 

priority area of the family policy in the Soviet Union, when the economic goal was to capture the 

successful industrialised countries. This task required mothers return to work as quickly as possible 

after giving birth (Põder et al. 2015). However, the main problem was constant lack of child-care 

places. In 1980 nearly 63 percent and in 1985 69 percent of children participated in the pre-school 

child-care. As a result of the efforts to create additional child-care places and work-place related 

kindergartens, the queues for kindergarten places started to disappear despite the growing number 

of small children in the society in the mid and late 1980s. After the change of the political system a 

new trends of family behaviour emerged in the beginning of the 1990s. Many mothers preferred to 

remain home with their children in a newly emerged situation of freedom of choice. As a result, the 

children’s participation rate dropped below 50 percent, and many child-care institutions were 

closed.  

The participation rate of children in child-care and the demand for places began to grow gradually 

again in the middle of 1990s (Ainsaar & Tarum 2016). However, as a result of reorganisation of 

kindergartens and the reduction of places at the beginning of 1990s new queues emerged and 

remained the main family policy challenge for a long time. Before 1992, the provision of child-care 

service was the responsibility of the central government. Since 1992, according to the Local 

Government Organisation Act, the issues of organisation and administration of preschool children's 

institutions became the duties of the local government. This caused also regional differentiation of 

price level and availability of the services for parents. As a result, nationwide law about Pre-school 

educational institutions was worked out to guarantee the availability of child-care places and to 

regulate the price. However, at the beginning, the reality provided relatively vague messages 

regarding the certainty of the place at the kindergarten although the law provided some guarantees. 

Since 1999, a special monitoring tool on the family policy at the local level including information 

about the child-care was established under the auspice of the Minister of Population Affairs in 

Estonia. Due to the national survey, the debate about the child-care availability became a natural 

part of national family policy. The regular results of monitoring provided information about the 

situation and indicated the best local municipalities, but also shortcomings. Due to growing demand 

and active policy debate, the participation rate and the number of children in formal child-care 

started to grow since the end of 1990s. At the beginning of the 21 century, 67 percent of the 1 to 6-

year-old children attended to the kindergarten, which was roughly the same level as in the 1980s. 

The participation rate was higher in towns (over 70 percent) and lower in rural areas (50 percent) 

although queues were particularly characteristic for towns. 

As the child-care service may differ in terms of objectives (education or only care) and child-care 

forms, there is an overview given on the main features of the current system in Estonia in the 21st 

century. In Estonia there has never been a pre-primary education obligation, but the division of 

social welfare between central and local governments is similar to the one in the Scandinavian 

countries, and child-care belongs to educational system. In line with the educational aim, preschool 

children's institutions belong to the responsibility area of the Ministry of Education and Research. 

Furthermore, the Ministry of Social Affairs plays an important role in the development of child-care 



policy. The activity of the Ministry of Social Affairs in the field of legislation, monitoring and funding, 

stems from the motivation of the ministry to address gender equality and parent’s employment 

issues. 

Pursuant to the Local Government Organisation Act, local authorities are the main authorities 

responsible of well-being of local residents and provision of services to inhabitants in Estonia. 

Additionally, financing of child-care services is decentralised and belongs to the responsibility areas 

of local municipalities in Estonia. In 1992, the central funding for kindergartens was terminated in 

Estonia, and local municipalities became responsible for financing and providing child-care services. 

The main principles of financing of child-care were established by the Preschool Child Care 

Institutions Act, according to which the cost of child-care can be covered by the state, local 

governments, parents and donors. In practice, the majority of the costs have been covered by the 

local authorities (management costs, wages and educational tools), and the state support was 

project based bigger capital investments and renovations of buildings. Parents pay different fees 

(see the next section). The state does not centrally cover the salaries of kindergarten teachers as is 

the case for primary and secondary school teachers. This leads to the large variations between 

municipalities. 

Despite regional diversity in financing the child-care, the main child-care standards are fixed by laws 

on the central government level. 2002 Preschool Child-Care Institution Act states that the primary 

obligation of child-care it to ensure early childhood education, and sets also special standards and 

requirements for child-care institution and education of teachers (Ainsaar 2000, Ainsaar 2008). The 

act states also, that each municipality must create an opportunity of formal child-care in 

kindergarten for all children at 1-7 years of age residing in their municipality. Although such 

requirement is imposed by law, nearly half of the local governments in Estonia had problems 

providing child-care places for all in 2014 (Ainsaar & Soo 2015). While parents prefer kindergartens, 

it is often impossible obtain the child-care place due to the lack of the latter. Even though both 

municipality and private childcare exists simultaneously, the majority of parents prefer municipality 

provided child-care, and 90 percent of Estonian children in the formal child-care used municipal 

kindergartens in 2015 (Ainsaar et al. 2015). The Social Welfare Act allows municipalities to provide 

also alternative child-care services, in addition to the municipality owned child-care, like private 

care, home services etc. It has to be considered as an additional option, which can be used only with 

the consent of the parents in Estonia. Namely, since 2015, the legal changes allow to offer nursery 

service instead of municipality kindergarten only with the parents’ consent. The law also obliges the 

local government to cover possible price gap between municipality provided and private child-care 

for parents. 

Previous surveys (Roots 2013) show that parents with lower education tend to use formal child-care 

services less compared to parents with higher education, but the use of formal child-care is not 

related to wealth of parents.  

Sources of regional inequality 

Large regional differences in the child-care rise questions about equality of families with children in 

different regions of the country. Measurement of regional differences is particularly important 

because the space itself seems to have an influence on well-being and equality of people. Often 

distinction is made between equality and equity (Champernowne & Cowell 1998) in social policy 

studies. Compared to the equality, the equity is more dependent on understanding of fair treatment 

of people in a society. The discussion about spatial equity and equality is a mixture of principles of 

justice, rights and local level democratic choices. Although spatial equality does not necessarily lead 



to social equity, still, the dream of equity remains in the (good) society. Generally, people seem to 

support an idea that unjust inequalities should be reduced and, if possible, eliminated and "welfare 

could be seen as a situation in which all members of the society enjoy similar level of well-being in 

terms of the material and non-material resources" Curtis (1989:4). The main challenger seems to be 

a contradiction between the general aspirations towards spatial equality and the right of local 

governments to self-determination and diversity of regional circumstances. Therefore, an increasing 

local autonomy is usually associated with greater variations in well-being of people, and greater 

centralisation of social policy with greater uniformity and equality (Page 1982, Brown & Jackson 

1986). 

We have five hypotheses about sources of regional inequality of child-care costs and prices. The 

hypothesis is based on previous research in economics and political science and we shall test them. 

They can shape the situation simultaneously or individually and make therefore the final output 

complex. The hypotheses about the sources are as follows: 

1. Regional inequality in costs and fees is a result of the diversity of effectiveness of child care 

service because of the economic scale effect (Panzar & Willig 1977).  According to the scale effect, 

parents pay less for child-care in local municipalities and institutions, where there are more children 

and the price per child is therefore lower. Larger kindergartens allow to provide cheaper service per 

child due to the scale effect, which allows to lower the fee for parents. This effect does not always 

affect the parents' share from the total cost. 

2.  Regional inequality is a result of political representation and size of the interest group. According 

to the political representation theory (Rehfeld 2006), families with children have more strength to 

stand for their interests in places with higher share of parents of small children in the total 

population (or more children in the population). A higher proportion of children from the whole 

population should lead to a lower parent's share in the total cost. For example, social policy history 

in Estonia reveals protests of parents against rising child-care fees in some municipalities. In 2017, 

parents in one of the biggest towns in Estonia collected signatures to freeze the growth of day-care 

prices and organised public protests. The political scientist Toots (2011) calls this type of interest 

group as an anamic group, which arises as a response to political action but without longer term plan 

and a formal structure. Such parents’ groups might disappear when a political issue is resolved or 

loses its significance. 

3. Child care fee is a results of community size effect. Previous studies (Sootla & Grau 2005) have 

proved that political decision-making might depend on the size of the local government unit. 

Because of the closer social contacts of people in smaller communities, we can expect greater 

solidarity in smaller municipalities and higher motivation to care for local children. We assume that 

smaller places help more families with children and the fees for child-care are lower. 

4. Regional inequality in child-care fees is a result of the inequality of resources. In more prosperous 

municipalities, parents pay a smaller share from the total cost of the kindergarten, because the 

municipality itself has more resources to cover the costs of the kindergarten. The total costs of the 

child-care may be higher for a municipality because rich municipalities have better prospects to 

invest in the childcare, but the parents’ share can be lower due to resources. 

5. Regional inequality is a result of market forces. Municipalities with higher proportion of children 

and greater demand for kindergarten places or with higher incomes have higher demand for 

kindergarten places, and these municipalities have higher day care fees for parents, both in terms of 

absolute and relative costs. 



Method 

The analysis is based on local level family policy monitoring surveys conducted in all local 

municipalities since 1999 (1999, 2000, 2003, 2004, 2005, 2007, 2009, 2011, 2014) in Estonia. This is 

the first time the information from all surveys is merged, standardised and longitudinal analyses 

provided.  

The data were collected in the form of a questionnaire from the local municipalities. The local 

government authorities were asked to fill in a questionnaire about child-care costs, fees, and the 

components of child-care fees as well as the role of local municipality in financing these actions. The 

surveys were financed by the Office of Minister of Population Affairs and Ministry of Social Affairs in 

Estonia and conducted by University of Tartu. Only local level expenditures are taken into account 

and targeted financial resources received directly from the central government for development of 

child-care are exluded because the local municipalities did not have influence on the central 

investment rules. 

The number of municipalities has changed with administrative reforms in Estonia and therefore also 

the number of units of the analyses (1999 – 212 municipalities, 2000 - 217, 2004 - 214, 2005- 219, 

2007 – 217, 2009 - 227, 2011 - 226, 2014 – 213). The survey holds a great value as it provides a 

representative picture from all regional units and represent full regional variability in the country. 

For the analyses, the survey data is combined with the statistical background data about municipal 

budget revenue per capita, the size of the population, the percentage of children (0-18) in the 

population, poverty (a number of applications for low-income subsistence benefits per 1000 

inhabitants) and an average income of population. These data are derived from the Office of 

Statistics of Estonia. 

Our main dependent variables are the cost of one municipal child-care place and the share of the 

costs covered by parents per one child in one month. We consider the parents contribution from the 

total costs as the best social justice measure because the objective total child-care costs can vary 

due to regional different economic and demographic situation including income levels. 

 

Results: Child-care cost for parents 

The cost of child-care influences the use of child care and accessibility, the lower the cost of child-

care for parents, the smaller are the barriers for parents. Some preliminary studies (Ainsaar & 

Aidarov 2003) let us assume that cost of child-care may be influenced by market forces in Estonia. 

Even though the maximum child-care fee is regulated by law and cannot exceed 20 per cent of the 

current minimum wage (plus the cost of meals), there are large distinctions in the amounts that 

parents need to pay for child-care in different municipalities (Table 1). In addition to the child-care 

service fee, municipalities can charge the cost of meals and additional fees (under different names) 

from parents, which will not be counted as child-care fee and the wage ceiling rule does not apply 

for these additional fees. This increases the hidden costs of child-care for parents. 

Before 1990, parents only had to pay extra for the meals as a supplement to the child-care fee. In 

1996, the city of Valga was the first who added a participation fee, which initially raised the question 

whether it was lawful but was announced legal by the Chancellor of Justice. Several other 

municipalities started to introduce  additional fees after this case (also referred as a “charge”or as a 

“fee”). Additionally, other expenditures such as extra money for visits of cultural events or money 

for kitchen repairs (Ainsaar & Kozlov 2001) emerged in the list of additional cost of child-care for 



parents since 2000. These additional costs were asked only in about 6 percent of municipalities. In 

2002, 44 percent of municipalities asked extra participation fee (Ainsaar & Aidarov 2003) and a year 

later already 51 percent (Ainsaar 2004). As a result of the lack of specific control over child-care fees 

and manipulations with price list (slicing the total price into different fees), the real child-care cost 

revealed to be sometimes higher then allowed by the law. For example, the total costs for parents 

exceeded the legal ceiling in 35 municipalities in 2003 (Ainsaar et al. 2004).  

From the table 1 we see that there are municipalities with twice as high total cost for parents 

compared to the average in Estonia, but at the same time there are municipalities without any fee 

for child-care service in all years. Positively, we do not see any systematic increase of parent’s share 

from the total costs of the child-care. It had remained close to 15 percent from all the costs related 

to child-care. A large part of child-care expenses is still covered by local municipalities in Estonia 

throughout the period. 

Table 1. The total cost of one full time child-care place for parents in municipality owned child-care 

1999-2014. 

 

 Cost for parent (Euros) Child-care fee  

% from the total 

cost for parents 

Costs for parents as 

% from total day 

care cost in 

municipality 
  Min Max Average 

1999 0 32 12.5 10 15 

2000 0 35 16 15 17.9 

2003 10 42 20 16 17.7 

2005 0 39 21 15 12.2 

2007 0 59 27 30 11.2 

2009 0 98 29 19 9.5 

2011 0 93 36 22 13.5 

2014 0 85 44 33 14.7 

 

Interestingly, the share of “official child-care fee” from all costs for parents had increased, but still 

formed only 20-30 percent from all child-care cost in 2011-2014.  

For example, on average, parents paid 44 euros a month per one child in 2014; however, parents’ 

cost for the child-care varied from zero to 85 euros per child (Table 1). The participation fee, which 

has the ceiling according to the law, formed only 33 percent of the total child care cost for parents, 

56 percent of the total cost was related to the cost of meals, and 9 percent all other extra fees 

(Ainsaar et al. 2015). 

To put the value of the fee for parents into the context of the life expesiveness in the country, we 

compare the total child-care cost for parents with an average salary, and with child allowances for 

the first child in the period of 1999-2004 (Figure 4). The figure shows that although the total cost for 

the child-care increased, the relative cost in comparison with wages remained steady or even 

decreased. Moreover, the comparison of child allowance is interesting because the child allowance 

should cover child related expenses for parents. We see essential fluctuations related to the change 

of the value of the child allowance and rising child care costs throughout the period. In 1999, parents 

were able to cover about 80 percent of the child-care cost with child allowance, and 90 percent in 



2004, but the declining line is the most common for  most years, and in 2003 and in 2014 it is only 

about 50 percent. 

 

Table 2. The correlations between the relative child-care cost (from the total costs) for parents per 

one child and municipality background indicators. 

 1999 2000 2003 2004 2005 2007 2009 2011 2014 

% children 0 0 Neg Neg 0 Neg nd nd 0 

Size of municipality 0 Pos Pos Pos Pos Pos Pos Pos Pos 

Municipality resources 0 0 Pos 0 0 0 nd nd 0 

Poverty 0 0 0 0 0 Pos Neg nd 0 

Income level of population 0 0 Pos Pos Pos Pos Pos nd 0 

Pos- positive correlation, Neg – negative correlation, 0 – no stat.sign. correlation correlation, nd – no 

data. 

In the situation of high regional diversity, it is interesting to know from where regional differences 

stem from. Reports related to the surveys in particular years (Ainsaar & Kozolov 2001, Ainsaar 2008) 

have found negative correlation between the total cost of child-care and the share of parents. The 

higher was the total cost of the kindergarten for municipality, the smaller was the parents’ relative 

contribution in the child-care. Some other (Ainsaar & Aidarov 2003, Ainsaar et al. 2004, Unt & Krusell 

2004, Ainsaar & Soo 2005, 2006) reports had indicated that the cost of the child-care might be 

shaped by market forces, namely by the gap between the demand and the provision. Furthermore, 

the link between higher incomes of population and higher cost for the parents has been found 

(Ainsaar et al. 2004, Ainsaar & Soo 2006, 2008, 2009). The child-care fee for parents was higher in 

larger municipalities (Ainsaar 2008, Ainsaar & Soo 2008), with large share of children from the 

population and higher demand for child-care places (Ainsaar & Soo 2015). In conclusion, we can 

argue that previous fragmented reports let us assume that the fees for parents are the result of 

combination of market forces and political factors.  

Table 2 presents standardised results from all previous years and provide a coherent overview of 

trends for the first time. We see that the higher share of children in the total population of the 

region is related to the lower child-care fee for parents in some years but not always. Parents in 

children-rich municipalities paid relatively less in 2003, 2004 and 2007 than parents in municipalities 

with less children. The impact of the size of municipality and population income level to the relative 

fees was even stronger. In large municipalities and in those with higher income level of population, 

parents' relative fee was higher, and in smaller municipalities with lower individual incomes, the 

local government tend to cover bigger share from the total child-care cost for parents. 



Poverty and local government wealth indicators did not provide any consistent results. 

Consequently, the result seems to indicate that the fees for parents are shaped by combination of an 

effect of market forces, political and economic scale effect and local solidarity. The hypothesis about 

the impact of resources on the relative child-care fees of parents did not find support, and also the 

link with poverty remained unclear. 

Conclusion 

The access to the child-care service is important for the child's development and for equal 

opportunities for both children and parents. It is therefore essential to explore the situation of the 

child-care and the opportunities for parents. We analysed the expenses related to the development 

of child-care system in Estonia in nearly 16 years. A unique child-care survey data was used, and a 

special interest was paid to regional diversity of cost. In Estonia, local governments are responsible 

for the child-care services and pricing policy. The upper ceiling of the fee paid by the parents is set by 

the law, and cannot exceed 20 percent of the minimum wage, but this regulation does not include 

many components of the total child care cost for parents; for example, an extra fee related to meals 

and other running costs. 

The results of analyses showed significant regional disparities within a country indicating large 

regional inequalities of parents. We also analysed the sources of regional disparities using five 

hypotheses – the diversity of effectiveness, diversity of size of interest group, community size effect, 

resource diversity and market diversity. These all were either economically or politically rational 

explanations for the reginal diversity. 

We used these hypotheses in analysing the total cost of a child care place for a local municipality and 

share of the costs paid by parents. The analyses showed an increase of the total cost of the child-

care place for municipalities at economically better times and the fall of cost during economic 

recession period. This result is anticipated and directly demonstrates the impact of market forces on 

the child-care market. Simultaneously with the cost rise, regional diversity of total costs also 

increased. 

The total fee for parents increased throughout the period and did not fall even during the economic 

crisis. A regional diversity of municipalities in terms of the child-care cost for parents also increased 

throughout the period. Parents paid relatively more for child-care services in larger and wealthier 

municipalities and in places with smaller proportion of children in population. Consequently, the 

results indicate that the fees for parents are formed in combination of an effect of market forces, 

political and economic scale effect and local solidarity. This might partially explain the differences in 

regional unequal treatment of parents. The justified of unjustified grounds of equity of these 

differences need further investigation. 
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