childcare services. Although the number of admission to licensed daycare centers has been
increasing significantly since 1995, the amount of demand has been climbing in an even faster pace.
The major reason is that besides the large number of children in waiting list, there are an even larger
group of silent mothers who would otherwise choose to apply for licensed childcare service if the
waiﬁng list were not so long. As a result, number of children in the waiting list for hicensed
childeare did not drop but rise up instead recently. The number of children in waiting list is as
many as 35,144 in 2001, a 7% up compared to the number of 1996. According to the estimation
results of Zhou & Oishi (2002), given a childcare charge of 25,000 Yen per month, 25-35%
preschool children in metropolitan areas could be regarded as underlying demanders of licensed
childcare services.

Strategies of Japanese government to shorten the waiting list have been centered on expanding
the capacity of licensed daycare centers and upgrading their service contents aiming at reducing
waiting because of needs-and-supplies mismatch. Supply expansion is obviously one of the most
basic strategies to reduce shortage. Génerally supply expansion could be realized by adding public
investment, reducing management costs. In particular, privatization of public daycare centers has
been advocated by some economists { Hayashi 1996; Fukuda 2000 etc.) to improve the efficiencies
of their management. Furthermore, Yashiro (2000) argues that abolition of strict regulation on new
entries and competition mechanism should be introduced into the childcare service market in order
to reduce nnﬁ]ing cost of daycare centers. Zhou (2002} suggests that dual childcare labor market
and buyer monopoly market structure result in under-equilibrium amount of service supply and
implies that supply expansion could be realized by narrowing payment gap between childcare
workers of public and private centers and by introducing competitive mechanism into the market,

Price adjustment as a basic method to deal with shortage problem has also been a common sense
in economics. Unfortunately, few studies”” has mentioned or discussed about the efficiency of price
adjustment in alleviating excessive demand problem for licensed childcare services primarily
because childcare industry is a strictly governmental regulated market where service prices are fixed
at a level far below the real cost and the market price as well. Price adjustment, although an
efficient way to deal with shortage problem, implies big surgery to the present system and it could be
hard to achieve an agreement from the groups with vested interests. Nevertheless, Zhou & Oishi
(2002) proposes a compromise method of replacing subsidy in-kind with subsidy in-cash to reduce
inefficient usage of licensed daycare services. More specifically, this compromise system involves
scveral big reforms to the present system as follows: (1) drawing up childcare charge to the
equilibrium prices; (2) abandoning means-test of the users and set a uniform price system for

daycare services and (3) Increasing child allowance from a uniform amount of 5,000 Yen per month

BYamashige (2001) is one of the exceptional researches that suggest that service price should be drawn
up to shorten waiting list of licensed day care centers.



to comparable level of the childcare charge, varying with the household income. Under the
proposed new system, rational mothers will compared their expected income with the childcare

charge and decide whether work outside or not.
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