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Executive Summary

How much do parents spend on center-based daycare and preschool for their young
children? In other words, what is the market price of these services? The answer is
important for parents, government, policymakers, and providers.

Using nationally representative data from the 2016 Early Childhood Program Participation
Survey | calculate hourly and annualized prices for parents who purchase at least eight
hours a week of center-based care for a child under five who does not have a disability and
do so without outside financial help in paying the fees. The results are analyzed by age of
child, region of country, parental education, parental income, and hours of attendance.

For the country as a whole, the median price for a family with the characteristics described
above is $8,320 a year and $5.31 an hour. Families spend somewhat more in the
Northeast and West, and somewhat less in the South and Midwest.

Spending in absolute terms goes up with family income and education (e.g., a mean of
$11,652 for families making more than $150k a year contrasted with $5,900 for families
making from $50-60k a year). Conversely, spending as a percentage of family income
goes down with rising socioeconomic status (e.g., 7% for families making $100-$150k vs.
12% for those making from $50-60k). Spending is inverse to the age of the child (e.g.,
$10,400 for infants vs. $6,500 for four-year-olds).

One of the most provocative findings is that infants who are receiving center-based care
for at least 8 hours a week, as is the case for older age groups in the sample, are in
center-based care for many more hours a week than older children. For example, median
weekly hours for such infants is 40, whereas it is 24 for four-year-olds.



Introduction

Questions about cost (how much is
being spent) and price (how much is
being charged) for the center-based
care! of young children loom large
among parents, the childcare industry,
policymakers, and government.

This is notably so in efforts by city, state
and federal government to expand
access to center-based care, which
involves fraught decisions about how
should be spent on each enrollee to
make possible a quality program. This,
in turn, interacts with political and
budgetary realities to determine the ages
and numbers of children that
government decides to serve.

Part of the politics of advocates for
expanding taxpayer funded center-
based care is including as many families
as possible as beneficiaries so as to
increase public support. This generates
tension between spending what is
thought to be necessary for quality
programs vs. serving the maximum
possible number of families. We see
this playing out in public controversies,
for example, about whether government
is spending too little (about $2,500 a
year per child in Florida,? the nation’s
largest state program) or too much
(about $16,500 in the District of
Columbia3).

For government and other funders, what
is the right amount to spend on what
type of center-based service for whom?
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How much of that expenditure should be
borne by the parents of the young
children receiving services (through, for
example, a sliding fee schedule based
on family income)? And, for parents
seeking to purchase center-based care
on their own dime or for government
trying to generate reasonable estimates
of the costs of expansion of public
programs, what are the going rates?

We are a long way from being able to
answer questions about appropriate
levels of expenditure for quality
programs. This is due to the absence of
credible research demonstrating causal
links between child and family outcomes
and levels of spending on center-based
care. We can, however, fill in gaps in
knowledge about how much is being
spent.

That is the question addressed here:
How much are individual households
spending to send a child to a center-
based program when no one is helping
them pay, i.e., what is the market price?
Of course, price in this case is set in
conditions that are far from a free and
unfettered market. Government
intervenes in numerous ways, including
roughly $26 billion in annual spending by
the federal government on programs and
tax expenditures to support the care and
education of young children.* Some
states and cities also have assumed
substantial costs to provide free public
preschool programs.

Knowledge of the market price for
center-based early childhood programs,
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notwithstanding that it is influenced by
government expenditures, can be
valuable to parents who are planning to
have children and those already paying
for services. Market price also provides
a useful anchor for discussions and
decisions about how much government
should be spending. Similarly,
information on market price can inform
decisions by states or localities on how
to set sliding fee schedules or eligibility
cutoffs so as to focus state expenditures
on families in greatest financial need,
while not at the same time driving away
families with higher incomes whose
children can provide needed
socioeconomic diversity in daycare and
preschool centers.

Existing data on market price for early

childhood programs is surprisingly spotty

and uncertain. The primary up-to-date
source is an annual compilation by an
advocacy organization, Child Care
Aware of America.® It is based on
surveys of state-level Child Care
Resource & Referral (CCR&R) officials
about the prices that licensed providers
within their state are charging. These
officials, in turn, survey individual
providers within their state in order to be
able to determine the fees they are
charging their customers.®

The information from providers is
valuable but has limitations. Among
them are that it is not collected in the
same way from state to state; misses
center-based programs that fall outside
the licensed provider network; does not
incorporate corrections for sample bias;
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and, most critically, does not incorporate
information from individual families on
their daycare and preschool expenses.

Knowing what licensed centers across a
state charge is not the same thing as
knowing what parents pay. The price
parents pay depends on the number of
hours their child is enrolled, the child’s
age, the parents’ financial resources, the
communities being served, and many
other factors. The price paid by parents
for center-based care is to the Child
Care Aware data as the amount of
money that families spend eating out is
to a compilation of menu prices of
restaurants.

Methods

To provide an estimate of parents’
expenditures on center-based case |
take advantage of newly released data
from the Early Childhood Program
Participation Survey (ECPP), which
was carried out on behalf of the
National Center for Education Statistics
by the Census Bureau as part of the
2016 National Household Education
Survey.” The ECPP was previously
administered in 2005.

The ECPP surveys a nationally
representative sample of about 5,500
households with children under five
years of age.? Parents answer
guestions on their children’s
participation in  early childhood
programs, including the hours that
children spend in such programs and
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how much the parents are paying. The
ECPP is administered to parents along
with other survey questions that
generate extensive background
information on children and their
families, e.g., the family’s total income
and the parents’ education.

The present analyses examine the
data through different lenses than were
used in the NCES report of the data
that was released in September of
2017.° The differences between the
present treatment of the data and that
of NCES are primarily in the form of
selection restrictions. For instance, the
NCES report covers children through
age five who are not vyet in
kindergarten, whereas the present
analyses include only those
households reporting on a child under
five years of age — the “age restricted
sample”.

| use a narrower selection window than
NCES for age, as well as other
variables described subsequently, in
order to generate results on market
price that are most applicable to the
general customer base and
policymaking context of center-based
programs for young children.

On children’s age, for example, a
child’s entry into kindergarten in a
public school typically requires that the
child have turned five by September of
the year of enrollment. The ECPP
dataset provides a year-of-age marker
for each child based on the child’s age

on December 31, 2015. A child who is
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five at that point and is not enrolled in
kindergarten is statistically unusual as
well as likely to have characteristics or
to be in circumstances that are
different from those of the mass of
children whose families participate in
the market for center-based programs.
Including these children in analyses
and categorical summaries of usage
and price, as NCES does, can be
misleading or beside the point. For
example, | cannot think of an
interesting policy question that would
be informed by knowing the
percentage of children from three to
five years of age who are in center-
based care. In contrast, | have trouble
thinking of any system-level policy
guestion that would not be informed by
knowing the percentage of four-year-
olds receiving such services. NCES
reports the former, but not the latter.

On the same theme of aligning the
analysis and reporting to relevant
policy questions, | use a “customer
subsample” that further restricts the
population being studied to households
in which parents purchase, without
financial help from others, at least eight
hours a week of center-based care for
a child under five who does not have a
disability. The disability exclusion is in
place to avoid generating price
estimates that are skewed upward by
children who have special and costly
needs. The exclusion of families who
are receiving help from outside their
household in paying fees is in order to
determine what families themselves
are able and wiling to pay. The
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exclusion of families who are using
center-based care for less than eight
hours a week is to assure that the
results are not distorted by families
who are purchasing specialized or
incidental services that are unlike in
kind or price the typical center-based
care on which this report focuses.

In other words, the focus of the
analyses that follow is on parents who
purchase a significant number of hours
of prototypical center-based care out of
their own resources for a child under
five who does not have a disability.

This customer subsample of parents is,
not surprisingly, more educated and
affluent than parents who are
identically selected except that the
costs of their child’s attendance are
covered in whole or in part by entities
outside the family. For example,
families that send their child to a “free”
federally funded Head Start program
are much more disadvantaged
economically than the families in the
present customer subsample who are
paying the full freight for a fee-for-
service center. Again, the goal of the
present analysis is to estimate the
market price of center-based care.
Thus, the selection conditions generate
a sample of the customers for centers
that charge a fee.

The market price of center-based care
is defined here as the amount paid by
these self-financed parents. | am able
to calculate the fees these parents pay
on an hourly basis for an individual
child, and then annualize that number
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based on the hours that the child is
reported to attend a center each
week.’® | examine how hourly and
annualized expenditures by parents
vary with a number of characteristics of
child, family, and setting.'! Together,
the analyses that follow come closer
than heretofore to a valid estimate of
the market price for center-based care
for normally developing young children
under five years of age who are
receiving such care for a substantial
number of hours each week.*?

Population levels of child
participation in center-based
care by age of child

The following graph includes all
families in the sample who have a child
under age five (the age restricted
sample), not just those in the customer
subsample. It addresses a
superordinate  and  policy-relevant
guestion of the prevalence of center-
based care by age of child. The
finding is a dramatically increasing
participation rate by age, starting with
13% of children from birth to one year
of age regularly attending a center-
based program and rising to 66% for
four-year-olds. The latter percentage
is very close to the estimate of 69% |
reported in a previous publication
based on calculations on an entirely
different set of data.*®
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Regularly Attending Center-based

Program
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The following tables present the hourly
and yearly price paid for center-based
care by families in the customer
subsample (fee-paying, self-financed
households with a normally developing
child under five years of age attending
a center-based program at least 8
hours a week). Because the standard
deviation for payments is so large
(skewed upward by affluent families) |
present the median for payments,
along with the mean. The means in
the table are lower than those reported
by Child Care Aware based on its
survey of program providers, but in the
same range, e.g., the Child Care
Aware average of state averages for
the yearly price of infant, toddler, and
—
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four-year-old center-based care is
$9,697,1* contrasted with $8,933 from
the present sample of parents.

Howrhy Price for Center Program

Wean £ T
Median 5.2
5. Denistion 7.1

“fearhy Price for Center Program

Mean 8,933
M edian 8,320
Std. Devistion 5,887

Where does the price parents are
paying for center-based care for a
young child fit in the context of K-12
education? Recent figures indicate that
the national average spending per
child in public education is about
$12,500 a year.'® The school year is
roughly 7 hours a day for 180 days.
That is roughly $10 an hour. So, K-12
public education costs more than
parents are paying for daycare and
preschool, which is reasonable given
that K-12 education is a more
resource-intensive activity, teachers
typically make more, and the K-12
dollar figure includes spending on
services for students with disabilities.
The point is that the estimates in the
tables above are in a reasonable range
given what one might expect from the
Child Care Aware survey and the
calculated costs of K-12 education.

Center-based care is thought to cost
more for infants and toddlers than for
older preschoolers because a larger
staff is necessary to care for the needs
of the youngest children. In that
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regard, the National Association for the Yearly Price by Age of Child
Education of  Young Children

recommends no more than 8 infants in Child's Age as of Dec 31, 2015 Mean Median
a group with 2 teaching staff, whereas
the recommended maximum group $11.417| $10,400

size rises to 20 for four-year-olds.®
$11,650( $10,972

There is an association between the

mean values for hourly price by age of ) $8.890|  $7.826
child in the following table, but the
differences are smaller on an hourly 3 $8,179)  $7.540
basis than | would have guessed.

. . . $7,053 $6,500
Further, the only sizable dip in price 4

occurs for four-year-olds compared to
younger  children, whereas the

recommended maximum group size What accounts for the divergence
goes up for each age group. between the hourly and yearly price by
age of child? The next table indicates

Hourly Price by Age of Child that the underlying factor is the number

of hours each week that the child is in

hild's A fD M Medi . .
Child's Age as of Dec ean edian center-based care. It is surprising to
31, 2015 . .
me that infants who are receiving
0 $8.02 $5.53
center-based care for at least 8 hours

1 $7.90 $5.63 a week are, on average, spending
more time in center-based care than
older groups of children (who are,
3 $7.41 $5.25 likewise, in center-based care for at
least 8 hours a week). Further, a

2 $7.17 $5.75

4 $6.53 $4.72 )

median of 40 hours per week for

_ _ infants means that half of them are in

Where the received wisdom on the center-based care for more than 40
relationship between age of child and hours a week.

price is borne out is on yearly price, as
presented in the following table. We
see that the price parents are paying
for their infant to attend a center-based
program is about 60% higher than
parents are paying for their four-year-
old.
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Hours Each Week Child Attends Program by Age of Child

term outcomes for children, this is a
concern.

Child's Age as of Dec 31, 2015 Mean Median

0 35.02 40.00
1 34.17 40.00
2 29.11 35.00
3 26.11 27.00
4 25.52 24.00

My surmise is that parents who are
paying for 40 hours a week, or more, of

center-based care for an infant are doing

so because they need to work, and
infant care from another family member
is unavailable, as is affordable individual
care from an unrelated adult. The much
larger group of parents who are
purchasing center-based care for four-
year-olds, in contrast, includes many
families who are voluntarily enrolling
their child for less than a full-time
preschool experience and have options
for the care of their child for the rest of
the week, including having a family
member care for the child at home.

Family factors that are
associated with hourly price

As depicted in the next table, the
hourly price that families are paying
rises with the educational level of the
parents. Graduate and professional
families pay more than twice what
parents with less than a high school
education pay. To the extent that price
affects quality and quality affects long-

at BROOKINGS

Hourly Price for Center Program by Parental Education
Parent/guardian Highest Mean Median
Education
Less than high school $3.13 $3.13
High school $6.21 $3.63
Vocational/technical $5.21 $4.00
College $7.65 $5.42
Graduate or professional $7.88 $5.91

Price is also affected by region of the
country. As the next table shows, the
Northeast and West are more
expensive than the South and
Midwest.

Hourly Price for Center Program by Census Region

Census Region Where Child Lives Mean Median

$8.89 $6.39
Northeast

$6.37 $4.76
South

$6.55 $4.98
Midwest

$8.19 $6.25
West

The strongest single variable in the
data in terms of impact on price is
family income, as illustrated in the next
two graphs. Price rises substantially at
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the upper end of the distribution of Annual Price by Family Income

family income. Price falls quite a bit at a0
the lower end of the distribution.!” The -
overall similarity of the relationship $L2.000

between price and income in the hourly
and yearly graphs suggest that it is not
primarily differences in total hours of
utilization that are driving the results.
Rather, as is the case for the
previously  described  relationship
between parental education and price,
families ~ with  more  economic 0
advantage are paying more. And, as

before, to the extent that price is %
associated with quality and long-term
outcomes, the disparity between
affluent and poor families in the price
being paid for center-based care is of
concern.
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Family Income

A central factor that seems to be
driving differences in the price paid by
families for center-based care is what
economists would describe as the
demand curve: the relationship
between the price of a good or service
and the amount of it that consumers
are willing and able to purchase. In
that regard, it is obvious that a family
whose total annual income is between
$10-20k will be very unlikely to pay
over $11,000 a year for center-based
care (the mean price paid by families
making more than $150k a year).

Hourly Price by Family Income

,,,,,

,,,,,

Hourly Price

s Differences in the demand curve by
500 family socioeconomic status likely play

§0-10k  S10-20k 520-30k 530-40k 540-50k S50-B0k  S60-75k  575-100k $100-150k »5150k out not only |n What fam|||es pay but |n
the characteristics of the centers that
serve communities in which most of
the customers are within a restricted
range of economic advantage. Thus, a
center that serves an upper-class
community will not only charge more to

Family Income
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parents than a center that serves a
lower-class community, but also spend
more on staff and faciliies and
materials.

An interesting and policy-relevant
guestion about the demand curve is
the proportion of family income that
families are willing and able to spend
on center-based care. The ECPP
obtains reports of family income from
parents only in the broad categories
used in the two previous graphs, e.g.,
$60-75k. Using the midpoint of the
separate ranges of family income
depicted in the graphs, the following
graph represents the proportion of
family income spent on center-based
care for one child conditional on level
of family income. The graph excludes
the highest category of >$150k
(because it does not have a calculable
midpoint), as well as the Ilowest
category of $0-10k (because it has
only a small number of sample units).

Annual Price as Percent of Family Income

Family Income

$10-20k $20-30k $30-40k $40-50k §50-60k $60-75k 575-100k  5100-150k
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The greater the income of families
purchasing center-based care for a
young child, the less the percentage of
that income is spent on center-based
care. At the same time, as made clear
by previous graphs, more affluent
families are spending more on center-
based in absolute terms. In other
words, the financial pain of purchasing
daycare and preschool services is less
for more affluent compared to less
affluent families, whereas the absolute
price of the service is higher for more
affluent families, with likely impacts on
quality.

Conclusion

The evidence presented above is
descriptive.  As such, it does not
provide dispositive support for any
particular policy positions on the
provision and financing of daycare and
pre-K. That said, the realities of what
families of different income and
educational levels are paying for
center-based programs are important
to framing policy questions. For
example, those with a social justice
perspective might use the findings here
to argue that low-income families
should not have to expend more on
daycare as a percentage of their total
income than middle class families.
They could then propose and advocate
for particular types of taxpayer
supported subsidies to achieve their
goal.’® On another side of the policy
debate, opponents of the expansion of
public subsidies to support
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responsibilities that families in prior Evidence doesn’t speak for itself, but it
generations  handled themselves, gives voice and reason to those who
could, based on the present findings, see a problem and want to solve it.
argue that a lot of parents across a

broad swath of socioeconomic levels

utilize center-based care for their

young child without having to have

government assistance.!®

1 “Center-based care” is used herein to refer generically to any center-based program that is not in a private home and
that provides regular care for young children in a group setting. This includes programs that primarily provide a
supervised setting for children to play and engage in age-appropriate activities (daycare) as well as programs that have
an explicit education mission (preschool or pre-K).

2 http://curry.virginia.edu/uploads/resourcelibrary/EdPolicyWorks-Report-FL-VPK.pdf

3 https://dc.gov/release/district%E2%80%99s-pre-k-program-continues-lead-nation

4 https://www.brookings.edu/research/why-the-federal-government-should-subsidize-childcare-and-how-to-pay-for-
it/

5 https://usa.childcareaware.org/wp-content/uploads/2017/12/2017 CCA High Cost Report FINAL.pdf

5 https://www.dhhs.nh.gov/dcyf/cdb/documents/market-rate-survey-2016.pdf

7 https://nces.ed.gov/nhes/surveytopics early.asp

8 The ECPP includes families with older children. Data in the present report are only for households with children under
five years of age.

% https://nces.ed.gov/pubs2017/2017101.pdf

10 The ECPP asks parents how much they pay for center-based care for their child, and then asks the temporal unit of
that payment, e.g., hour, week, year. The parent is also asked the number of hours each week the child is in center-
based care. Two of the units of payment the parent can report using, “per day” and “other”, cannot be decomposed
into an hourly rate, e.g., a parent who reports her child is in a daycare center 10 hours a week and her daily rate is $20
could be paying $10 an hour if her child goes to the center five days a week or $2 an hour if the child only attends the
center one day a week. Households using these two ambiguous reporting categories for units of payment (1.7% of the
total sample) are excluded from analyses of the sample of self-financed, fee paying households. Also excluded, in order
to be able to calculate spending per child, are households that report that their payment covers more than one child.
11 All analyses reported herein use the full sample weights. This produces units for analysis that reflect the population
the sample was drawn to represent.

12 All the information generated by the ECPP is derived from the self-report of parents being interviewed. The
respondents are subject to lapses in memory, biases, confusion about what is being asked, and lack of complete
information.

13 https://www.brookings.edu/research/do-we-already-have-universal-preschool/

14 https://usa.childcareaware.org/wp-content/uploads/2017/12/2017 CCA High Cost Report FINAL.pdf

15 https://nces.ed.gov/fastfacts/display.asp?id=66

16 https://www.naeyc.org/our-work/families/10-naeyc-program-standards

17 This, and the other associations highlighted in the text, are simple correlations, not demonstrations of causation. In
this case, the relationship between price and family income might be partly driven by cost of living, i.e., in higher cost
of living areas incomes and child care prices both tend to be higher. The ECPP does not provide data at a small enough
geographical scale to explore this possibility.

18 https://www.brookings.edu/research/family-support-or-school-readiness-contrasting-models-of-public-spending-on-
childrens-early-care-and-learning/

19 https://www.washingtonpost.com/opinions/paid-maternity-leave-your-baby-will-get-the-
bill/2018/03/30/1d125694-2dfb-11e8-8688-e053ba58fled story.html?utm_ term=.3f040baf75e7
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