
 
 

Child Care Investment Is Crucial for Future Economic Growth 

High-quality, accessible child care creates a number of economic and socioeconomic benefits on 

both individual and national levels. Underinvestment in child care and the resulting high prices 

have prevented the United States from fully realizing those benefits, constraining future 

economic growth. 

Enacting policies to make child care affordable and accessible is crucial to help children, 

families and the economy. Proposals to address these issues include universal pre-kindergarten 

and capping out-of-pocket child care costs for parents. These investments will drive economic 

growth in both the near- and long-term by making it easier for parents to participate in the labor 

market and increasing the human capital of future workers. Investment in early childhood 

education alone is estimated to have large returns, yielding up to $9 in future gains for every $1 

invested in the current system, creating significant benefits both for participating families and the 

economy as a whole.  

The current child care system in the United States is unaffordable 

The current U.S. child care system suffers from inadequate public investment, leaving parents 

and caregivers to foot the bill for the rising cost of child care. Data from the Organisation for 

Economic Co-operation and Development (OECD) show that the United States invests less in 

early childhood education and care as a percentage of Gross Domestic Product (GDP) than all 

but three other OECD countries. This chronic underfunding of the child care system has shifted 

the burden of rising costs onto families, leaving many unable to afford the care that they need 

and depriving them of the benefits of high-quality child care.  

https://www.oecd.org/els/soc/PF3_1_Public_spending_on_childcare_and_early_education.pdf
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Recent national estimates find that child care costs for a single child average between $9,200 and 

$9,600 per year. These costs can be significantly elevated depending on the state and are usually 

higher for younger children. For a family with two young children—an infant and a four-year-

old—average child care costs exceed the median cost of rent in every reporting state and the 

District of Columbia. 

The high cost of child care takes up a significant portion of family income. The Department of 

Health and Human Services (HHS) has determined that child care is unaffordable if it exceeds 

7% of family income. However, in 36 states and the District of Columbia, a typical married 

couple with an infant and a four-year-old spends on average more than 20% of their income on 

https://equitablegrowth.org/research-paper/the-child-care-economy/
https://www.childcareaware.org/our-issues/research/the-us-and-the-high-price-of-child-care-2019/
https://home.treasury.gov/system/files/136/The-Economics-of-Childcare-Supply-09-14-final.pdf
https://home.treasury.gov/system/files/136/The-Economics-of-Childcare-Supply-09-14-final.pdf
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child care. In eight states, families spend over 25% of their income on child care—more than 

three times the affordability cap established by HHS. As can be seen in the map below, these 

affordability issues are found nationwide, with all reporting states and the District of Columbia 

exceeding the 7% cap.  

 

Jessica Lolley of Greensboro, North Carolina, told the New York Times that she and her spouse 

spent over $2,000 a month—roughly one-third of their income—on child care for their two sons. 

Ms. Lolley said that she “had no idea child care was going to cost this much” and “there’s no 

way we could afford to have another child.” 

This high cost of child care disproportionately burdens lower-income households and those with 

mothers who are Black, American Indian or Alaska Native, Hispanic, Native Hawaiian or other 

Pacific Islander or Asian. Families earning less than $100,000 are much more likely to report 

being unable to access a child care program that meets their needs, and lower income families 

are increasingly unlikely to be able to access suitable programs at all, citing cost as the biggest 

barrier. Ability to access suitable care also differs based on the mother’s race and ethnicity. 

While 6% of families with a white mother reported ultimately being unable to access a care 

program that meets their needs, this number was double for families with an American Indian or 

Alaska Native (12%) or Hispanic (13%) mother. Families with Black, Asian and Native 

Hawaiian or other Pacific Islander mothers also report elevated rates at 8%, 7% and 7%, 

respectively. For these families, prohibitive costs remain the largest factor preventing them from 

accessing child care programs that fit their needs.   

https://www.nytimes.com/2021/10/09/us/politics/child-care-costs-wages-legislation.html
https://www.americanprogress.org/issues/early-childhood/reports/2019/03/28/467488/child-care-crisis-keeping-women-workforce/
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Limiting out-of-pocket child care costs will increase families’ incomes and boost economic 

growth 

The high and rising cost of child care comes with significant economic consequences. For many 

families, child care is either entirely unaffordable or so expensive that parents, especially 

mothers, drop out of the labor force to provide child care themselves, which negatively affects  

parents’ and caregivers’ ability to fully participate in the economy. Over two million parents are 

estimated to have made career sacrifices such as quitting a job or not taking a job due to child 

care issues in 2016 alone, but it has a particularly negative impact on women.  

Mothers’ labor force participation is consistently lower than labor force participation among 

fathers. As shown in the graph below, while child age does not greatly affect fathers’ labor force 

participation, mothers of younger children experience a much larger participation gap. Of all 

mothers, Hispanic mothers experience the lowest levels of labor force participation. Across race 

and ethnicity, participation gaps have been linked directly to lack of structural support for 

women’s full economic participation, and lack of affordable, accessible child care is a major 

factor.  

 

https://www.americanprogress.org/issues/early-childhood/reports/2019/03/28/467488/child-care-crisis-keeping-women-workforce/
https://www.childhealthdata.org/browse/survey/results?q=8354&r=1
https://www.frbsf.org/our-district/about/sf-fed-blog/mothers-labor-force-participation-declines-covid-19/
https://www.jec.senate.gov/public/index.cfm/democrats/2021/9/strong-care-infrastructure-is-critical-to-increasing-labor-force-participation-and-driving-future-economic-growth
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The high cost of child care is slowing some mothers’ return to the labor market after the 

coronavirus pandemic caused them to lose their jobs. For example, Bahar Cetinsoy was a 

substitute teacher in New York before the pandemic. She and her husband moved to College 

Park, Maryland, when he got a new job. Cetinsoy told The Washington Post that while she wants 

to return to work, “Child care is a big factor. It’s expensive. If I get a part-time teaching job, I 

would pay more for child care than I would be making,” she said. “I have never been 

unemployed for this long.” 

Even for women who remain employed, issues with child care can cause them to miss work. 

Recent data show that in September 2021, 46,000 employed women reported not being at work 

due to child care problems, more than twice the number of men who reported child care-related 

absences. These disparate absences, represented in the graph below, show how child care issues 

are disproportionately harming women’s labor force participation, a key input into economic 

growth. This time away from the labor market can also create long-term scarring effects, 

decreasing lifetime earnings and negatively impacting families’ economic security as well as 

overall economic growth and resilience.  

 

In order to help boost labor force participation, it is essential that high-quality child care is made 

affordable and accessible. Limiting the amount that families have to pay for child care as a 

percentage of their household income allows families to keep more money in their pockets to use 

for other necessities. Each year, labor force exits due to child care needs are estimated to cost 

parents and caregivers $30-35 billion in lost income. When lost productivity and revenue due to 

decreased labor force participation are included, the economic cost may be as high as $57 billion 

per year. Lost income can restrict families’ ability to afford necessities like housing and food. It 

also depresses overall spending, leading to lost businesses revenue that has a broader economic 

impacts on hiring and wages.  

Studies have found that capping the cost of early childhood education at 10% could generate 

significant positive economic effects, increasing GDP by 1.2% annually—$210.2 billion each 

year—by facilitating parents’ reentry into the workforce. For mothers and female caregivers in 

particular, every 1% reduction in out of pocket child care costs is associated with a 0.25% 

increase in labor force participation. The recommendation for affordability calculated by HHS 

https://www.washingtonpost.com/business/2021/10/08/september-jobs-report-takeaway/
https://www.americanprogress.org/issues/early-childhood/reports/2019/03/28/467488/child-care-crisis-keeping-women-workforce/
https://www.epi.org/publication/whos-paying-now-costs-of-the-current-ece-system/
https://cdn.americanprogress.org/content/uploads/2021/09/13124642/Economist_childcareletter_2021_withSignatures.pdf?_ga=2.117648457.1367783916.1631643138-118422877.1620232441
https://www.epi.org/publication/whos-paying-now-costs-of-the-current-ece-system/
https://www.epi.org/publication/its-time-for-an-ambitious-national-investment-in-americas-children/
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would put the cap on child care cost even lower, at 7% of household income. By setting the cap 

under 10%, the benefits to families and the economy would be even greater. 

Each $1 invested in high-quality child care today could yield nearly $9 in future returns 

Research has found that investment in early childhood education has long-lasting positive effects 

for the children who receive it and the broader economy in the form of better-educated, higher-

earning workers. Furthermore, a growing body of research has found that the positive returns on 

investment are truly intergenerational, with benefits seen in the children of parents who had 

themselves attended pre-school. 

For example, research conducted by Nobel Prize-winning economist James Heckman into past 

early childhood education programs has found that these programs generated $7 to $12 dollars in 

returns for every dollar invested. This is because people who participate in high-quality early 

childhood education grow up to be better educated and have higher earnings, and they are less 

likely to access income support programs or be involved in crime.  Benefits that accrue to 

individuals directly, as well as to the economy as a whole, include: better educated workers are 

more productive, higher earnings translate into higher tax revenues, reduced use of income 

support programs lowers government expenditures and less crime translates to lower government 

spending on the criminal justice system. Altogether, every dollar invested in early childhood 

education today generates up to $8.60 in economic benefits. In other words, investments in early 

childhood education pay for themselves almost nine times over the long-term.  

Furthermore, new research by the same Nobel Prize-winning economist has found that not only 

are there long-term economy-wide benefits from the children who attend early childhood 

education, but there are spillover benefits from improved outcomes of the children of the 

children who attended preschool including decreased suspension rates, improvements in their 

adult health and likelihood of employment and lower rates of divorce.  

Given the extensive body of research finding positive returns for the entire economy from 

investment in early childhood education, focusing on the upfront costs of investments in early 

childhood education is misguided.  There are immediate short-term benefits that balance out the 

cost of the investment, such as improved parental labor force participation. And in addition to the 

short-term benefits, the evidence is overwhelming that the long-term, broader economic returns 

greatly outweigh the initial cost of investing in early childhood education.  

Investing in child care will help drive future economic growth 

Investing in child care and addressing prohibitively high child care costs will generate immediate 

short-term benefits that have economy-wide spillover effects, such as providing more parents 

and caregivers the support they need to return to work. Improving child care affordability will be 

particularly effective at boosting women’s labor force participation, a key contributor to 

economic growth. It will also have significant long-term benefits for future economic growth 

through investment in future human capital. These investments will directly benefit the children 

attending child care and will generate long-term gains for the economy, with early childhood 

education alone yielding up to nine dollars in economy-wide benefits for every dollar invested. 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3145373/
https://www.nber.org/system/files/working_papers/w29057/w29057.pdf
https://obamawhitehouse.archives.gov/sites/default/files/docs/early_childhood_report_update_final_non-embargo.pdf
https://home.treasury.gov/system/files/136/The-Economics-of-Childcare-Supply-09-14-final.pdf
https://equitablegrowth.org/research-paper/the-child-care-economy/


Child Care Investment Is Crucial for Future Economic Growth 

Page 7 

Child care is a critical part of the U.S. economy, and increased investment is key to ensuring 

economic growth that is stronger, stable and more broadly shared.  
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Universal Paid Family and Medical Leave Will Generate Economy-Wide 

Benefits and Spur Economic Growth 

The Build Back Better legislation being considered by the House would provide 12 weeks of 

universal paid family and medical leave for all U.S. workers, a crucial policy to improve the 

economic security of families, support small businesses and increase economic growth. The need 

to take leave is inevitable over the course of a lifetime, whether to care for a new family member, 

as in the birth or adoption of a child, or to handle a personal health crisis, and yet the United 

States is the only OECD country that does not require paid leave for new mothers and is one of 

only two OECD countries that does not require paid medical leave.  

This gap in coverage leaves families economically vulnerable and constricts the productive 

capacity of the U.S. economy because families lack the support to meet both their care needs and 

participate in the labor market. 

Only 23% of American workers have access to paid family leave, and lower-wage workers are 

the least likely to have access  

Only 23% of the U.S. workforce has access to paid family leave—up only 11 percentage points 

from a decade ago—but access varies drastically by income, occupation and race. As the average 

wage increases, access to paid family leave increases: Nearly three times as many workers in the 

top 25% report having access to paid leave compared to workers with average wages in the 

bottom 25%.  

 

Access to paid family leave also differs depending on the occupation of the worker. 

Management, business and financial occupations have the highest access at 36% of workers 

compared to production, transportation and material moving occupations, which have the lowest 
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https://crsreports.congress.gov/product/pdf/R/R44835
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access at 13%. The biggest driver of these differences is wage. Occupations in management, 

business and financial occupations tend to have higher average wages and better benefits 

compared to service or production, transportation and material moving occupations. Another 

driver of this difference is the part-time or full-time status of the worker, with 27% of full-time 

workers having access to paid family leave compared to 11% of part-time workers. Far more 

workers in management, business and financial occupations work full-time. 

 

Less than half the American workforce is eligible for unpaid leave under the Family Medical 

Leave Act 

The Family Medical Leave Act (FMLA), signed into law in 1993, is the closest thing to 

federally-mandated leave currently available in the United States, but it provides only unpaid 

time off to some workers. Therefore, it is vastly unequal in terms of who is eligible and who can 

afford to take unpaid time off. To be eligible, an employee must work at a covered employer 

(generally a private employer with at least 50 employees) for at least 12 months and have worked 

for at least 1,250 hours during that time. In the most recent CPS data, on average, only 46% of 

all working adults were eligible for FMLA, and of those, only 39% could afford to take unpaid 

time off. Those who are eligible and can afford to take unpaid time off tend to be high income, 

have more education and be full-time workers. Due to pre-existing inequities in the economy, 

this means that white and Asian workers are more likely to be both eligible for and able to afford 

to take FMLA.  
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https://www.bls.gov/oes/2020/may/oes_nat.htm#13-0000
https://www.bls.gov/cps/cpsaat23.htm
https://www.bls.gov/cps/cpsaat23.htm
https://www.dol.gov/agencies/whd/fmla/final-rule/faq
https://www.diversitydatakids.org/research-library/data-visualization/unequal-access-fmla-leave-persists
https://obamawhitehouse.archives.gov/sites/default/files/docs/leave_report_final.pdf
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While much of the attention on the benefits of paid leave focuses on the need for and benefits of 

paid time off related to a new child, slightly more than half of people taking unpaid time off 

under FMLA do so for reasons related to their own health. However, the ability to take this time 

is highly unequal. For example, Black and Hispanic workers reported the highest rates (14.2% 

and 8.4%) of needing to take leave—most often to care for their own illnesses or medical care—

but being unable to do so, compared to white (7.8%) and Asian (5.3%) workers. Some of the 

most common reasons Black and Hispanic workers did not take the needed time off were 

because they could not afford the loss in income or they feared negative employment 

consequences or leave request denial. 

The lack of universal paid family and medical leave means that the current patchwork system is 

highly unequal across income, occupation and race, exacerbating existing structural inequalities 

in the economy. Creating a universal paid leave program will lessen some of these racial and 

economic inequalities. Enacting paid leave also means that families will continue to earn some 

income at the very time when they need it most – when a family is growing or a member is sick 

and needs medical care. A universal paid leave program will help close the gap in getting the 

most vulnerable workers the help they need in the times when it is most needed.  

Paid leave could increase families’ incomes by over $28 billion  

Having universal paid family and medical leave will increase individual families’ incomes.  

Rather than having to take unpaid time off and lose a paycheck, workers will be able to continue 

to earn a portion of their wages, allowing them to continue to meet their basic needs and pay bills 

before returning to work.  

While debate about whether to enact paid leave often focuses on the cost of providing it, not 

having paid leave has economy-wide costs. Workers lose an estimated $22.5 billion in wages 

each year due to a lack of paid family and medical leave, wages that could have been used to 

keep a family afloat and spent in the local economy. Paid leave benefits not only the workers, but 

also the local businesses that will continue to see demand. 
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https://www.dol.gov/sites/dolgov/files/OASP/evaluation/pdf/WHD_FMLA2018MethodologyReport_FinalReport_Aug2020.pdf
https://www.bls.gov/news.release/leave.t07.htm
https://link.springer.com/article/10.1007/s13524-020-00897-1
https://www.americanprogress.org/issues/women/news/2020/01/21/479555/rising-cost-inaction-work-family-policies/
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Researchers from the University of Massachusetts Amherst estimate that universal paid family 

and medical leave could increase household income by as much as $28.5 billion.  $19.1 billion 

would be through wage replacement, and $9.4 billion would be income earned by other workers 

as those receiving the wage replacement spend it on goods and services.  The researchers state 

that “for every dollar spent on wage replacement as part of the paid leave program, other workers 

would earn an additional $0.50.” 

Research has found that access to paid leave reduces the need for government expenditures on 

income support programs for families following the birth of a child. One study found that 

“women who return to work after a paid leave have a 39% lower likelihood of receiving public 

assistance and a 40% lower likelihood of food stamp receipt in the year following the child’s 

birth, when compared to those who return to work and take no leave at all.”  

State-level data show that paid leave has positive impacts on business performance  

Nine states and the District of Columbia have already enacted paid leave laws of their own.  Data 

from these programs demonstrate that businesses of all sizes benefitted from the introduction of 

paid leave.   

One benefit is greater employee retention: one study has shown that women with access to paid 

leave are 40% more likely to return to work after giving birth than those without access. This 

increased employee retention leads to reduced operating expenses by lowering the turnover costs 

of hiring and training new employees. It’s estimated that turnover costs a business 20% of an 

employee’s annual salary, so reducing turnover can help a business’s bottom line.  

Several studies have also indicated that paid leave programs increase worker productivity. Paid 

leave boosts morale, which leads to higher productivity, and, for employees who are unable to be 

at their most productive due to medical illness or a new child, the program affords them the 

ability to take the time they need. In a survey of California businesses, where a paid leave 

program is already in place, “nearly 90%...said that the program had either a positive effect on 

productivity or no noticeable effect.”  

Finally, a universal paid leave program would level the playing field for smaller businesses, 

which often struggle to attract top candidates because they are unable to match larger employers’ 

paid leave benefits. While 26% of companies with 100 or more employees offer paid family 

leave, only 13% of companies with fewer than 50 employees do. In California, although nearly 

all employers reported positive outcomes from the state’s paid family leave program, such as 

improved productivity and lower turnover, overall, small- and medium- sized businesses 

reported more positive outcomes than large businesses. Nationwide, approximately 70% of small 

businesses support national paid leave.  

In states that have already enacted paid leave programs, data show broad business support for the 

programs. Overall, businesses have experienced a decrease or no change in operating costs and 

reported higher morale and increased productivity among their employees. For example, in 

California, 91% of employers responded that paid family leave had a positive effect or no effect 

on business profitability and performance. In New Jersey, the majority of both small and large 

https://peri.umass.edu/component/k2/item/1465-the-economic-effects-of-investing-in-quality-care-jobs-and-paid-family-and-medical-leave
https://onlinelibrary.wiley.com/doi/abs/10.1111/spol.12618
https://www.nationalpartnership.org/our-work/resources/economic-justice/other/pay-matters.pdf
https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/state-paid-family-leave-laws.pdf
https://www.brookings.edu/blog/up-front/2019/06/27/paid-leave-as-fuel-for-economic-growth/
https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/paid-leave-good-for-business.pdf
https://www.asbcouncil.org/sites/main/files/file-attachments/panorama_report_-_business_impacts_of_paid_leave.pdf
http://media-publications.bcg.com/BCG-Why-Paid-Family-Leave-Is-Good-Business-Feb-2017.pdf
https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/paid-leave-good-for-business.pdf
https://www.bls.gov/ncs/ebs/benefits/2020/employee-benefits-in-the-united-states-march-2020.pdf#page=300
https://hbr.org/2011/01/paid-family-leave-pays-off-in
https://www.newamerica.org/the-thread/seven-outcomes-of-implementing-a-universal-paid-leave-policy-in-the-united-states/
https://www.americanprogress.org/issues/women/reports/2016/10/19/146465/paid-leave-is-good-for-small-business/
https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/paid-leave-works-evidence-from-state-programs.pdf
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businesses say they adjusted easily. In New York, only one year after implementation of the 

state’s family leave program, 97% of employers were in compliance with the new law. 

Paid leave increases women’s labor force participation and attachment  

In the states and localities that have already enacted paid leave, it has been found to increase 

women’s participation in the labor market. High labor force participation is key to boosting GDP 

and economic growth, and paid leave policies can boost female labor force participation. The 

United States has been experiencing a marked decline in female labor force participation relative 

to its peers. While countries like France, Canada and the UK (countries with paid leave policies) 

all had female labor force participation rates similar to the United States 30 years ago, their rates 

have continued to climb while the U.S.’s has declined. One estimate by S&P Global finds that if 

women’s labor force participation in the United States had kept up with that of Norway’s (a 

country with generous paid leave policies), real U.S. GDP growth would have averaged 3.1%, 

rather than 2.9%, and the U.S. economy would be $1.6 trillion larger than it is today. This is just 

one illustration of the cost to the U.S. economy of not having universal paid leave. 

Research has found that paid leave has a positive effect on women’s labor force participation 

both in the short- and long-term.  In California, which has had a paid leave program for nearly 20 

years, new mothers are estimated to be 18 percentage points more likely to be working a year 

after the birth of a child. Other research has found the availability of paid leave continues to have 

positive labor force participation effects for women for at least 10 years after the birth of a child. 

The greater labor force participation that paid leave facilitates for women not only has positive 

effects for families’ short-term economic security but also for the long-term growth prospects of 

the U.S. economy.  Research by the Federal Reserve Bank of San Francisco found that if the 

employment to population ratios of women had historically matched that of men, GDP would 

have been $490 billion higher in 2019. Other analysis by the National Partnership for Women & 

Families estimates that if the prime-age labor force participation of women in the United States 

had kept up with that of women in select other advanced economies—all of whom have some 

form of paid leave policies—there would be nearly 4.85 million more women in the workforce. 

They estimate the economic impact of losing these women from the workforce represents $237 

billion in lost wages, which reduces GDP by $650 billion—2.9% of total GDP—every year. 

Other estimates find that further improving the policy support for women’s full economic 

participation could boost future economic growth by 5-10%. 

Passing paid family and medical leave policies now will help ensure future economic growth  

The enactment of universal paid family and medical leave is an investment in current and future 

generations of the American workforce. It will contribute to economic growth by reducing racial 

and socio-economic inequalities in our workforce, boosting families’ economic security, 

supporting small businesses and ensuring families can participate fully in the labor market while 

meeting their care needs. A universal paid leave program will help equip the U.S. economy with 

the infrastructure it needs for the 21st century to ensure future economic growth is stronger, 

stable and more broadly shared. 

https://www.frbsf.org/economic-research/publications/economic-letter/2007/november/labor-force-participation-us-growth/
https://www.jec.senate.gov/public/_cache/files/c473b773-5886-4ba2-ab6c-bb9d4906dd15/care-infrastructure-and-economic-growth-final-2021-09-23.pdf
https://www.spglobal.com/_Media/Documents/03651.00_Women_at_Work_Doc.8.5x11-R4.pdf
https://equitablegrowth.org/factsheet-what-does-the-research-say-about-the-economics-of-paid-leave/
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.31.1.161
https://www.frbsf.org/our-district/files/economic-gains-from-equity.pdf
https://www.nationalpartnership.org/our-work/resources/economic-justice/other/cost-of-inaction-lack-of-family-care-burdens-families.pdf
https://crsreports.congress.gov/product/pdf/R/R44835
https://www.spglobal.com/_Media/Documents/03651.00_Women_at_Work_Doc.8.5x11-R4.pdf
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