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The Washington Center for Equitable Growth is a

non-profit research and grantmaking organization dedicated
to advancing evidence-backed ideas and policies that
promote strong, stable, and broad-based economic growth.

Our fundamental questions have been whether and how
economic inequality—in all its forms—affects economic
growth and stability, and what policymakers can do about it.

We work to build a strong bridge between academics and
policymakers to ensure that research on equitable growth
and inequality is relevant, accessible, and informative to the
policymaking process. And we have the support and counsel
of a steering committee that comprises leading scholars and
former government officials. Members have included Melody
Barnes, Alan Blinder, Raj Chetty, Janet Currie, Jason Furman,
John Podesta, Emmanuel Saez, and Robert Solow.

Since our founding in 2013, we have funded the work of more
than 150 scholars and built a broader network through our
working papers series, events, and convenings. By supporting
research and bringing these scholars together to exchange
ideas, we have learned a great deal and advanced a broad
range of evidence-based policy approaches to addressing
economic inequality and delivering broad-based economic
growth to communities and families.
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Key takeaways

As states consider policy action in early childhood care and education,
there is an existing—and growing—evidence base from which to draw

lessons. This report summarizes the rigorous evidence on program and
policy impact, identifying several key themes.

- Demand-side policies. These policies equip U.S. families with
the means to access early care and education, or ECE, programs,
including subsidies and tax incentives. They are often effective
at improving participation in ECE programs, particularly among
directly targeted populations, and at supporting parental labor
force participation. These approaches, however, are less effective
at improving children’s outcomes and are often unable to serve
or reach all eligible families. They also do not address the lack of
affordable, high-quality care options for many U.S. families.

- Supply-side policies. These policies focus on increasing the
availability of ECE programs, over which policymakers can more
directly mandate quality provisions. They can be effective at
both improving children’s outcomes and facilitating parental
employment but are often narrowly targeted and difficult to
scale. While direct public provision of child care solves availability
issues for those whose children get those newly created slots, the
targeting and generally small scale of such programs often means
that many children and families, even those who are eligible, do
not have access.

- Improving the availability of high-quality early care and education.
Supporting children’s development and facilitating parental
employment requires attention to both the demand and supply
sides of the ECE market. Attention is needed in particular to bolster
the care workforce, incentivize provision of care in areas of high
need, and ensure high quality in settings families are accessing
with public resources.
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Overview

Many states and localities have pursued early childhood care and
education, or ECE, policies because they recognizing the critical role
that the care economy can play in supporting working families, both
by facilitating parents’ employment and investing in children’s healthy
development. Policymakers in Washington, DC and lowa, for example,
have implemented policies focused on caregiver compensation. New
Mexico now provides subsidized child care for families living at up to
400 percent of the federal poverty level. And Vermont has expanded
subsidy eligibility for middle-income families while increasing provider
reimbursement rates.

Lawmakers in Kentucky and New York, and perhaps other states and
localities down the road, will soon consider proposals to support
capacity expansions among child care providers. To leverage evidence
to inform these state-level efforts, this report synthesizes findings

on ECE programs from high-quality research. It answers questions
ranging from the most basic—such as what types of policies the
existing research investigates—to the more in depth, including diving
into the research on how child care subsidies affect working parents’
labor force participation rate.

From a policy perspective, the optimal deployment of public
resources in support of early childhood care and education requires
knowledge of what form ECE investments should take, including
whether they target the demand- or supply-side of the market, what
features these programs should have, and toward which children

and families these programs should be directed. Importantly, public
investment in increasing the provision of and participation in ECE
programs could be leveraged to advance children’s outcomes such as
skill development and school readiness, as well as parents’ outcomes,
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including labor force attachment and the allocation of family time and
resources. Such investments have important implications for families,
businesses, and communities through both channels.

The dual role that early care and education plays in both supporting
children’s early learning and facilitating parents’ participation in gainful
economic activities highlights the importance of understanding both
the quantity of ECE programs (access to and availability of child care
slots that meet families’ needs) and the quality of these programs
(the effectiveness of ECE investments at improving children’s
outcomes), which could be in tension with one another in policy
designs. Achieving these goals rests crucially on a stable and qualified
workforce such that investments in providers, caregivers, and staff are
central in advancing both aims.

What follows is an effort to synthesize what the research says about
what works and what does not in the design of ECE policies and to
use the evidence base to inform policymaking efforts.

&
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What policies fall under the umbrella of the
care economy?

Broadly, the care economy refers to policies that affect individuals
with caregiving responsibilities, including those that address:

- Parental and caregiver leave

- Workplace flexibility, including scheduling timing and stability
and sick and personal days

- Care for aging and disabled individuals, including home- and
community-based services

- Tax credits and in-kind transfers targeting families

- Early childhood care and education

Many policies involve the public financing or provision of ECE
programs—often federally funded and locally deployed—that interact
with state and local pre-Kindergarten programs and other local ECE
policymaking efforts. These include:

- Child care subsidies, such as the Child Care and Development Fund
and the Child Care and Development Block Grant, both of which
support low-income, working families in paying for child care

- Head Start and Early Head Start, the federally operated programs
that primarily provide center-based preschool, in addition to
home visitations, parent engagement, and nutrition and health
services, for young children from low-income households

- The Preschool Development Grant—Birth through Five, a
competitive federal grant program to improve states’ early
childhood systems and augment their current investments

- Tax credits and employer-provided benefits that operate through the
tax code and reduce the tax burden for individuals and businesses
with child care expenses, either for themselves or their employees

equitablegrowth.org
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What is the structure of the U.S. market for
early childhood care and education?

The ECE market in the United States is a mixed delivery system

with both formal and informal care provided in homes, centers, and
schools, and funded by public and private sources, including parent-
paid tuition or fees. Providers range from sole proprietorships with no
additional employees to large, multi-site private child care operators.

In addition to the aforementioned federal ECE programs, many
states operate public preschool programs. The National Institute

for Early Education Research’s most recent State of Preschool
Yearbook indicates that 45 U.S. states offered a state-funded, public
preschool program, and more than 1.75 million children attended
those programs in the 2023-24 school year—an increase of 7 percent
over the prior year." Current enrollment in state preschool programs
accounts for approximately 22 percent of all 3- and 4-year-olds in
the United States. Enrollment has been increasing over time, though
much of the growth has been among 4-year-old participants.?

The blended, and often fragmented, landscape of provider types and
settings, funding sources, and levels of government complicates ECE
policymaking. The market for early childhood care and education

is also very local in that families seek care that meets their needs

in terms of geographic location and commuting time, as well as
linguistic and cultural matches and other practical features such as
hours of operation and availability of transportation.® The ECE market
is therefore actually composed of many hyper-localized markets with
implications for each other. While there are some features of ECE
demand and supply that resemble Kindergarten through 12th grade
schooling, the latter is predominately characterized by centralized,
public provision with compulsory education requirements, ensuring
access to the public system for all families.

e
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What does ECE access and affordability look
like in the United States over time and across
states?

Many families rely on ECE programs in the United States, with
about 55 percent of children under age 6 who are not yet attending
Kindergarten participating in regular, nonparental care.* These most
recent data reveal a substantial decline of 5 percentage points from
pre-pandemic levels of ECE participation, previously measured in
the same nationally representative survey in 2019.° The majority

of participating children are in center-based care arrangements,
including Head Start, preschool and pre-K programs, and child care
centers. Notably, there are gaps in ECE participation by families’
socioeconomic status, with children from low-income families and
those with less educated mothers participating less in formal center-
based care and relying more on care provided by a relative.®

These gaps in ECE participation may be due in part to affordability
challenges with child care. It is difficult to characterize child care
prices over time and across geography as there are few consistent,
comparable measures, though prices in the category of the Consumer
Price Index that includes child care expenditures have risen much
more rapidly than the overall CPl measures. (See Figure 1.)

There is considerable geographic variation in child care prices as well.
The National Database of Childcare Prices relies on states’ market-
rate survey data to construct county-level child care prices. These
data suggest that child care prices in the United States for full-time
care for just one child account for between 9 percent and 16 percent
of families’ annual incomes, with prices in 2022 ranging from $6,500
to $15,600 for annual full-time care. The data show considerable
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Figure 1

The cost of child care in the United States has grown
faster than other household necessities

Percent change in the overall Consumer Price Index for urban consumers
and in the CPI category that includes child care expenses, 2000-2025
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variation based on the age of the child, care settings, and county
population. Families face the highest prices for infant care, center-
based care (relative to home-based care), and in urban, densely
populated areas.” (See Figure 2.)

Such data from household surveys allows for greater exploration

of the variation in child care expenses by family characteristics but
contains limited information on type and duration of care. Specifically,
data from the 2023 Consumer Expenditure Survey, done annually by
the U.S. Bureau of Labor Statistics, suggest that families with young
children—those whose oldest child is under 6 years old—who report
any child care expenses spend $3,300 annually.®
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Figure 2

U.S. families pay more for infant care, center-based
care, and for care in densely populated areas

Median annual price of child care for one child, by type of care
and child age, 2018
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This average includes various forms of care but is useful in
demonstrating variations by family incomes and family structures.
Higher-income families, for example, spend considerably more than
middle-income families, who spend more than twice as much as
low-income families. (See Figure 3.)

While the income gradient flattens when looking at families who also
have school-age children in their households, these data point to
frictions in the ECE market for families with fewer resources. Previous
analyses suggest that child care expenses as a share of household
income are highest (among those paying for care) at the low end of
the income distribution.®
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How does early childhood care and education affect U.S. families and workers?

Figure 3

Higher-income U.S. families typically spend more on
child care than families with less income
Child care expenses by family income and children's ages, 2023
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What does the research say about
demand-side ECE policies such as child care
subsidies and tax credits?

The primary federal policy lever for improving families’ access to

early care and education has been child care subsidies. Subsidies

are targeted to low-income families, yet the data suggest that

this support reaches only a fraction of income-eligible families—
approximately 15 percent of those eligible based on national rules and
22 percent of those eligible based on state rules.™®

There also are tax credits to offset child care expenses, including

the Child and Dependent Care Tax Credit for working families and

the Employer-Provided Child Care Credit aimed at employers

with expenditures related to providing child care services to their
employees. The 2025 budget reconciliation bill made some relatively
modest changes to these tax provisions, including increasing the
Child and Dependent Care Tax Credit for some families, raising the
cap on how much of their pretax earnings employees can allocate for
dependent care expenses, and bolstering the business tax credit for
employers that offer child care.”

Impact of demand-side policies on access to
ECE programs

The evidence on the effectiveness of demand-side policies in moving
families into ECE coverage is robust. Giving families resources

with which to take part in the ECE market is a viable approach to
improving access to and expanding participation in ECE programs.

equitablegrowth.org
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Yet these tools are often deployed in a limited way. Demand-side
subsidies have typically not been used at a large enough scale to have
a meaningful impact on the broader market for care. Because subsidies
are usually targeted to the lowest-income households and do not
cover all eligible families, overall coverage is low and their existence

in the market does not generate substantial shifts in the behaviors of
consumers or providers. Evidence suggests that more robust subsidy
coverage would generate responses in the overall market."

Impact of demand-side policies on parents’
employment

A large literature documents the effects of ECE availability,
expansions, and subsidization on parental employment.”™ Specifically,
studies of the impact of child care subsidies on families generally
find positive effects of access to these care “vouchers” on mothers’
employment, with concentrated effects among single and unmarried
mothers, who are disproportionately eligible.™

Subsidies are targeted to low-income households and include

work or gainful activity requirements. These policy levers can have
implications for productivity once parents are in the workplace as
well. Research documents that child care subsidies positively affect
parents seeking additional education or job training and increase
their full-time employment once employed.”™ Educational attainment
effects are concentrated among mothers with low initial levels of
education and those who receive subsidies when their children are
young, as infants and toddlers.'®

Impact of demand-side policies on child outcomes

The research on the impact of demand-side policies on improving
child outcomes over the short- and long-run suggests that

these approaches are limited in their ability to improve children’s
development and well-being. Studies leveraging longitudinal datasets
to explore the effects of care subsidies on children’s early skills
finds negative effects on both cognitive and behavioral measures of
development, though these effects do not necessarily persist into

e
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or beyond the Kindergarten year."”” Additional evidence suggests that
these negative effects are driven by differences in the quality of care,
concentrated among families who would otherwise be in high-quality
preschool, Head Start, and parental care.

Evidence from Quebec’s child care reform largely mirrors the
evidence on child care subsidies in the United States. This work
finds pronounced maternal employment effects and negative effects
on child outcomes, which correspond to likely declines in the
quality of care that children experienced with changes to their care
arrangements in the context of a rapid program introduction.™

equitablegrowth.org
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What does the research say about
supply-side ECE policies such as direct
provision of slots, provider incentives, and
workforce investments?

Supply-side policies typically take the form of the provision of direct
preschool programs, such as Head Start, Early Head Start, and

many public state and local pre-K programs. Increasingly, though,
policymakers are considering targeted investments for providers
through supply-side incentives or subsidies, a tool that was leveraged
in the deployment of the 2021American Rescue Plan Act’s Child Care
Stabilization and Supplemental Grants.?’ The evidence base primarily
relies on the former type of investment, with newly emerging research
on the impact of provider and workforce supports.

Impact of supply-side policies on access to
ECE programs

Supply-side policies that provide child care slots directly improve
access to ECE programs for families and children who are eligible
for or targeted by the particular program of interest. Because these
programs are generally small relative to the broader market for
early care and education, however, they do little to solve the lack of
availability of high-quality care more broadly.

The ECE landscape is a patchwork of settings, providers, and funding
streams, so it is important to note that intervention in one area of
the market can have important implications for other segments of
the market, including ramifications for the broader workforce when
credentialing requirements or other qualifications are added or
relaxed for a subset of the labor market.
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One area in which these spillovers are evident is in the market for
infant and toddler care when universal public preschool programs,
typically serving 3- and/or 4-year-olds, are introduced or expanded. The
introduction of public preschool in New York City, for example, reduced
infant and toddler capacity at private child care centers concentrated
in high-poverty areas and likely was due to the cross-subsidization of
lower-cost preschool care to higher-cost infant and toddler care.?’

Impact of supply-side policies on parents’
employment

A large and growing literature uses the introduction of new ECE
programs or changes to families’ eligibility for public programs to
estimate the impact of new child care slots on parental employment,
and particularly among mothers. Evidence from the expansion of
Kindergarten programs and the introduction of public preschool
programs suggests that maternal labor supply is particularly responsive
to increased access to early care and education.? This literature
generally points to more sizable effects among mothers most affected
by increased ECE availability or affordability—that is, those whose
youngest child is age-eligible under the policy or program and mothers
who are unmarried or have lower levels of educational attainment.?® In
addition to being more likely to be shifted into employment by a policy
change, some programs, such as Head Start, disproportionately serve
or directly target less-advantaged mothers.?*

Studies of ECE investments in Canada, Germany, and Norway, for
example, similarly document that mothers are responsive to such
expansions in other countries as well.?® Though prior evidence suggested
that mothers’ responsiveness to more recent ECE expansions in the
United States had declined relative to earlier interventions and other
country contexts,? recent evidence confirms that parents do indeed
remain responsive to these ECE expansions and greater public provision
of early childhood programs in the United States.?”

In particular, researchers have documented broadly realized increases
in U.S. maternal employment concurrent with the introduction
of public pre-K programs across states and among mothers of
Kindergarten-aged children as full-day Kindergarten expanded

equitablegrowth.org
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across the country over the past 30 years.® Lottery-based access
to a universal public preschool program in New Haven, Connecticut,
for example, induced sizable and persistent effects on parents’
earnings.?® And descriptive evidence from the introduction of
Washington, DC’s public pre-K program similarly shows increases in
mothers’ labor force participation.®°

Impact of supply-side policies on child outcomes

Evidence suggests that publicly provided preschool programs can
improve children’s outcomes over the short- and long-term, but
that positive effects are not guaranteed. In particular, the landscape
of alternative care options matters, with children who would not
otherwise be in center-based care experiencing the biggest boost.

There are also complicated patterns of short- and long-term effects,
with early cognitive test-score advantages often converging in

the primary grades. In some instances, in which researchers can
observe both short- or medium-term test scores, as well as later-
life outcomes, a lack of test-score effects can still be consistent
with improvements in long-run outcomes, including educational
attainment.®” Recent evidence from Boston’s pre-K program shows
large, sustained improvements in children’s outcomes, particularly in
improved educational attainment.®

&
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What does the research say about the role of
care quality for child outcomes and policies
aimed at improving quality in ECE programs?

While there is a body of evidence indicating that ECE policies and
programs can improve children’s outcomes over both the short-
and long-run, we know far less about the specific features of ECE
interventions that drive improved outcomes. Assessing the critical
components of effective ECE investments is complicated by three
important challenges:

- There is a lack of consistently measured and systematically
collected data on the inputs to providing ECE programs and the
outcomes of the programs.

- It can be difficult to identify the critical components of program
quality in the ECE program bundle.

- Program quality is measured in comparison to the quality of
alternative care arrangements in which young children would
spend their time, which are quite varied and hard to measure.

With those challenges in mind, there is limited research exploring

a few dimensions of quality in ECE programming.®®* One area that
the research has firmly established as important for children’s
development is the quality of relationships and the nature of
interactions between children and their caregivers. This body of
evidence points to stable, healthy attachments in the child-caregiver
relationship as vital to children’s development.®

Conversely, high rates of staff turnover in ECE settings are related to
weaker development of language and social skills among children.®®
Recent evidence also shows that centers with high turnover exhibited
more critical safety violations and lower process quality.®®

equitablegrowth.org
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How effective are child care regulations and
states’ quality standards?

Research has not thoroughly established the role of child care
regulations in ensuring quality and promoting positive child outcomes.
There are foundational safety and security requirements regulated

at the state level, as well as comprehensive efforts to improve ECE
quality through the Head Start Program Performance Standards and
individual states’ accountability systems, known as Quality Rating and
Improvement Systems.®” QRIS typically aggregate multiple measures—
such as licensure, lead teachers’ educational attainment, and child-
caregiver ratios—into a simplified rating system that they then make
publicly available.

Rigorous evidence has not established links between QRIS and
measurable child outcomes.®® Yet research indicates that receiving a
low rating has an impact, leading programs to work to improve the
measured dimensions. These scores can also be a factor influencing
parents’ choices of ECE programs, with parents moving away from
programs with lower ratings, particularly when there are other options
available locally.®

Limited work has explored the impact of the regulatory environment
on the provision and quality of early care and education.*® The authors
document that regulations reduce the number of child care centers,
particularly in low-income areas, but that such regulations boost the
quality of child care services, with quality improvements concentrated
in higher-income areas. This work suggests that improving quality in
what has become a bifurcated market for early care and education
requires both accountability for quality and targeted investments in
high-need areas.

e




How does early childhood care and education affect U.S. families and workers?

What do the data say about the composition
of the ECE workforce and how it has changed
over time?

The ECE workforce in the United States consists of approximately 1.5
million caregivers and early educators and is composed of primarily
women.*' Relative to the broader workforce, these caregivers are
disproportionately women of color.? While 14 percent of U.S. child
care workers are Black and 24 percent are Hispanic, these groups
make up 6 percent and 8 percent, respectively, of the overall
workforce.

The U.S. child care workforce was severely affected by the COVID-19
pandemic of 2020-2023 and the many care center closures that
occurred in the aftermath of its onset. It also took longer to recover
than most other segments of the U.S. economy, consistent with
evidence that the industry is more exposed to economic downturns
than other low-wage industries and that its employment is
consistently hit harder.*® (See Figure 4.)

In addition, recent evidence suggests that the quality of the child
care workforce—as measured by their wages, educational attainment,
and cognitive skills—has declined over time, as outside employment
options have improved and workers have left this industry for higher
pay and better working conditions.*

equitablegrowth.org
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Figure 4

The U.S. child care industry was hit harder by
COVID-19 than the rest of the economy

Percent change in employment, compared to February 2020, in
specific industries and overall payroll employment
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What is the evidence on teacher-child or
caregiver-child ratios in ECE settings?

All states are required to have regulations about group size and ratios
in ECE programs. Notably, there is considerable variation across
states. For infant care, ratios range from as low as three children per
caregiver to as high as nine children per caregiver. For toddlers, the
range is four to 12 children per caregiver, and it ranges from seven to
15 children per caregiver for preschool-aged children.“®

While there is limited evidence on the impact of such regulations,
evidence from other early childhood contexts demonstrates the
importance of small class sizes for the realization of improved child
outcomes over the short- and long-run.*

equitablegrowth.org
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Are strategies to reduce ECE staff turnover
through job-quality improvements or higher
compensation effective?

ECE providers face challenges in hiring and retaining a qualified
workforce, as it is an industry characterized by both its labor intensity
and low wages. As mentioned above, the stability and quality of

the workforce are essential ingredients in promoting positive child
outcomes in ECE settings. Providers’ ability to recruit and retain
capable, skilled caregivers is critical to delivering the quality of
caregiver-child relationships and interactions that support healthy
child development.

Indeed, evidence documents that improvements in compensation

and working conditions for caregivers lead to higher-quality care
environments and corresponding better child outcomes.*” Relatedly,
recent experimental evidence demonstrates that early educators and
caregivers respond to bonuses and incentives by staying in their jobs.*®

&
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Are there areas of ECE policy design for which
we do not have a sufficient evidence base?

There are several important open questions in ECE policy
conversations for which the evidence base is currently insufficient.
One is the importance of various features of the regulatory
environment for the supply and quality of child care provision.
Another is the role of private equity in the ECE market.

To the first point, there is limited existing evidence on the
importance of particular regulations, or the effects of relaxing those
regulations, on the three main outcomes of interest—families’
access to care, parental employment, and children’s development—
despite substantial variation across states in the nature and type

of regulations affecting the market for early care and education.*®
We also know little about the effects of regulation in shaping the
workforce through both recruitment and retention channels.

There also has been a popular press focus on private equity in the

ECE market, but governance structures and the administration of ECE
programming are understudied, so there is a lack of evidence on the
impact of such shifts. A larger literature speaks to the impact of private
equity acquisitions in health care, specifically with respect to nursing
home buyouts, but its application to the market for early childhood
care and education is limited.®® The knowledge base would benefit
from study of the same phenomenon in the child care industry.
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Conclusion

The fragmented ECE landscape in the United States presents
challenges for families, providers, and policymakers alike. As states
and localities make efforts to improve access, affordability, and
quality, existing evidence points to several lessons learned and a path
forward in ECE policy designs.

While demand-side policies, such as child care tax incentives and
subsidies, often improve participation in ECE programs and facilitate
parental employment among those targeted by the benefits, they are
often less effective at improving children’s outcomes and too small
in scale to affect the overall ECE market. On the supply side, the
direct provision of programs, with greater oversight of quality, can
generate improvements in access, parents’ labor force participation,
and child outcomes. Yet these efforts are also often narrowly targeted,
and scaling such efforts has proven difficult. At the same time,
investments in the ECE workforce show particular promise, with
implications for the availability and quality of care.

In sum, addressing challenges in the market for high-quality early
childhood care and education requires public investment in both the
demand and supply sides to equip families with resources to access
the ECE market, support a stable and qualified caregiving workforce,
incentivize the provision of care in underserved areas, and monitor
the quality of care in settings operating with public dollars. Smart
investments can fill gaps in the currently fragmented ECE system,
ensuring that families and caregivers are not falling through the cracks
and advancing the dual aims of supporting parents’ careers and
children’s development.
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