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What you need to knoW

child care can be a major expense for single parents and families in which 
both parents work. full-time, center-based child care cost an estimated 
$14,508 in 2014 on average for an infant, and $12,280 for a four-year-
old, according to child care aware of america. While some government 
programs help working parents afford child care, parents directly pay an 
estimated 60 percent of costs. 

new research suggests that these costs are higher than they need to 
be. economists writing for the mercatus center evaluated common child-
care regulations and found that some (such as child-to-care giver ratios) are 
associated with significantly higher costs, but not meaningfully improved 
quality. therefore, policymakers could roll back these regulations, potentially 
saving working families thousands of dollars, without sacrificing child-
care quality. Eliminating inefficient regulations could also encourage more 
providers to enter the marketplace, bolstering the supply of child care and 
further bringing down costs. 

less regulation and more competition can make child care more 
affordable. However, child care will never be cheap, nor should it be: It’s 
a labor intensive industry, and child-care providers need to be properly 
compensated. most public debate about child care isn’t really about price, 
but who should pay: parents or taxpayers? While assisting low-income 
workers with child-care costs can be a sensible policy choice, there is no 
reason why government should generally subsidize paid daycare above 
all other parenting choices. Rather, policymakers should ease the financial 
burden on parents regardless of their child-care arrangements.
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Why you should caRe

Ineffective regulations are making daycare more 
expensive than it needs to be, which has important 
effects on Americans:
●  Needlessly Straining Family Budgets: child-

care costs are a major expense for families that 
pay for care. Bringing down those costs will 
ease financial pressures and free families to 
spend on other priorities. 

●  Discouraging Parents from Working: a parent 
considering accepting a new job must consider 
how much she will earn compared to how much 
she must spend to take the job. high child-care 
costs discourage some from accepting positions, 
which can impact the economy as well as that 
individual’s long-term economic prospects. 

●  Burdening Daycare Providers: an estimated 
2.2 million people make their living caring 
for children under age five. Regulations that 
increase costs for daycare providers make it 
harder for them to stay afloat and support these 
jobs. Reducing ineffective regulations would 
make these businesses more sustainable and 
encourage entrepreneurs to enter the daycare 
business, which could alleviate shortages and 
further bring down prices. 

Rolling back ineffective regulations could 
also enable daycare providers to reinvest in other 
measures that would improve child-care quality.

moRe infoRmation

daycare prevalence and costs
today, due to the growing prevalence of working 
mothers and single parent households, less than 
one-third of children are cared for by a full-time, 
stay-at-home parent. that’s down from more than 
half of children in 1975. still, only one quarter of 
children under age five are in an organized daycare 
facility. most children are cared for by a relative, or 
in their home or that of a friend or other family. 

however, for the minority of families that use 
organized care facilities, child care represents 
a major expense. child care aware released a 
detailed analysis of the average costs of child care, 
which vary considerably by state: 

our 2014 cost of care report indicated that 
the average annual cost of full-time care for an 
infant in center-based care ranges from $5,496 in 
mississippi to $16,549 in massachusetts. …for a 
4- year-old, center-based care ranges from $4,515 
in tennessee to $12,320 in massachusetts…. 

These are big numbers: In fact, in 31 states, 
the average cost of full-time daycare for an infant 
is more expensive than the tuition at the public 
college. for many families, child care is their 
biggest monthly expense, exceeding even housing. 

Regulations Can Make Child Care 
More Expensive, Without Much Benefit

economists diana W. thomas and devon 
Gorry conducted a study meant to evaluate child 

https://www.americanprogress.org/issues/labor/news/2012/08/16/11978/fact-sheet-child-care/
https://www.americanprogress.org/issues/labor/news/2012/08/16/11978/fact-sheet-child-care/
http://usa.childcareaware.org/wp-content/uploads/2015/10/StateFactSheets_intro.pdf
http://finance.yahoo.com/news/what-to-do-when-daycare-costs-more-than-college-221129102.html
http://finance.yahoo.com/news/what-to-do-when-daycare-costs-more-than-college-221129102.html
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care regulations to see how they impact cost and 
the quality of care that children receive. their 
report, “Regulation and the cost of child care,” 
was published by the mercatus center at George 
mason university and has important public policy 
implications. As the authors write:

…regulations intended to improve the quality 
of child care often focus on easily observable 
measures, such as group sizes or child-staff ratios, 
that do not necessarily affect the quality of care 
but do increase the cost of care. these regulations 
can have unintended consequences, including 
increasing the cost of child care while decreasing 
the wages of child-care workers. eliminating 
regulatory standards that do not affect the quality 
of care while focusing on those that do, such as 
teacher training, will improve the quality of child 
care while making it more affordable to low-income 
families. 

for example, the economists found that relaxing 
the regulations governing the maximum child-to-
staff ratio can significantly impact costs: Allowing 
one more infant per caregiver reduces costs by an 
estimated 9 to 20 percent or between $850 and 
$1,890 annually. that savings could make a big 
difference for a family on a tight budget. 

these cost savings are particularly attractive 
given that research suggests that the child-to-
staff ratios do little to enhance the quality of care 
that children receive. the economists analyzed 
numerous studies that focused on the relationship 
between different input factors and the quality 
of care and found little evidence that regulations 

governing child-to-staff ratios or group sizes 
actually improve quality. the only requirements 
that were associated with improved quality related 
to the education and training of the caregivers. the 
economists explain the important implications of 
their findings:

overall, these results suggest that relaxing 
regulatory requirements for group size and child–
staff ratios, while maintaining quality through 
training requirements for teachers, might lower the 
cost of providing child care without significantly 
affecting quality. If one provider is allowed to 
care for a larger number of children, that provider 
can earn a higher wage. higher wages would 
attract better-educated providers and reduce staff 
turnover rates overall.

In other words, relaxing staff size regulations 
would not only reduce the price of daycare, but 
would also allow daycare centers to reallocate 
some funds to those endeavors which are more 
likely to improve their services and care quality, for 
example, by having fewer, more highly-skilled and 
better compensated workers. 

additionally, fewer regulations, such as those 
that govern the setup of daycare facilities and 
other business practices, might also encourage 
more entrepreneurs to enter the child-care 
business. this could reduce the shortage of child-
care spaces that exist in many parts of the country 
today and would also apply downward pressure on 
price and encourage higher quality by increasing 
competition among providers for potential 
customers. 
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the mercatus study also notes that a decline in 
the price of child care could have important effects 
for families and the economy in general. they cite 
research showing the impact that child-care costs 
can have on women’s (particularly single women’s) 
decisions about whether to join the workforce. 
one study found that a one percent increase in 
child-care costs decreases the employment of 
single mothers by between 0.3 and 1.1 percent. 
this means that reducing regulations and bringing 
down the cost of child care could encourage more 
women to reenter the workforce, which could give 
our economy a needed boost and enhance the 
long-term financial prospects for these families. 

Who Should Pay for  
Child Care Costs?

policymakers should eliminate regulations that 
needlessly increase child care’s costs. yet the 
public should also understand the reasons why 
child care is relatively expensive and needs to be: 
taking care of young children, particularly babies, 
is time consuming and a great deal of work. even 
absent regulations that stipulate a maximum 
allowable child-to-caretaker ratio, there is clearly 
a limit to how many small children one person 
can adequately care for at a time. the costs 
associated with each caretaker—plus the overhead 
of the facilities, necessary materials, as well as 
administration, insurance and other legal matters—
must be divided among those children and is a 
considerable expense. streamlining regulations 
and other policy reforms could bring down child-

care costs, however, as a labor-intensive industry, 
child care will simply never be cheap. 

most public discussions about child-care 
costs aren’t really about the price tag, so much 
as who has to pay it. in the united states, parents 
currently pay the lion’s share of child-care bills 
directly. in fact, child care aware estimates that 
parents cover 60 percent of child-care costs 
themselves; and middle-class parents pay a much 
higher share. 

in contrast, americans often hear that high-
quality child care is inexpensive throughout 
Europe. But the big difference isn’t in the actual 
cost of care, it’s that most eu governments heavily 
subsidize daycare, leaving parents to pick up only 
a small share of the bill.

many democrats and some Republicans want 
america to move closer to that model, either by 
increasing government subsidies for child-care 
centers or by giving parents tax breaks to reduce 
their child-care costs. in both cases, the goal is to 
reduce parents’ out-of-pocket burden in paying for 
daycare.

yet americans should be wary of this cost 
shifting. a strong case can be made that parents 
deserve tax relief to ease the financial strain 
associated with raising the next generation. But 
focusing that support solely on those who use 
formal daycare programs would be unfair to the 
millions of parents who have different preferences 
for their families.

as noted previously, only a minority of parents 
use paid daycare centers. today’s high costs may 

http://www.iwf.org
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discourage many who would otherwise want to 
use this service, but surveys also suggest that 
most parents believe their children are better off in 
family-based care. for example, when the research 
firm public agenda asked parents of children under 
age five about the best child-care arrangement, 70 
percent thought it was best for one parent to be at 
home. Just six percent thought a quality daycare 
center was optimal. 

targeting subsidies to paid daycare providers 
would change the calculations families make 
and discourage the use of family care. today, a 
grandparent may volunteer to look after a new 
baby so a parent can go back to work, but would 
be less likely do so if there were a “free” or heavily 
subsidized daycare alternative. 

Government can better help parents without 
skewing their decision-making by providing 
across-the-board tax relief. that support can 
be further targeted to help working families with 
modest incomes and young children, who are 
likely to feel the most financial pressures. With 
more money in their pockets, parents could better 
follow their preferences, whether that’s paying a 
daycare provider or keeping a parent at home. u.s. 
economy and to american families.

Can Subsidies Make  
Child Care More Expensive?

those who would prefer to increase 
subsidies to help parents shoulder child-care 
costs ought to consider the experience with 
college tuition. the government has greatly 
increased aid for students in an attempt to 
make college more affordable, but a recent 
report by the federal Reserve Bank of new 
york found that, ironically, these subsidies are 
helping fuel the rise in tuition costs. 

in fact, the authors estimate that 65 
percent of the support that is meant to help 
students and make tuition more affordable 
is directly passed on to the colleges. in 
other words, the colleges are increasing 
what they charge students to capture the 
government subsidies. as explained by the 
foundation for economic education, “the 
institutions that were most exposed to the 
increases ‘experienced disproportionate 
tuition increases.” and, ultimately rather than 
making college more affordable, subsidies 
have enabled colleges to jack up their prices. 

increased subsidies for child care 
might similarly allow child-care providers 
to increase prices, leaving those parents 
receiving subsidies only a little better off, and 
those without access to subsidies worse off 
as they face even bigger child-care bills. 

http://www.publicagendaarchives.org/files/pdf/necessary_compromises.pdf
http://www.newyorkfed.org/research/staff_reports/sr733.pdf
http://fee.org/anythingpeaceful/government-loans-make-college-more-expensive-worsen-income-inequality/


What you can do

you can help advance smarter policies to make 
child care more affordable and accessible.
●  Get Informed: learn more about the child-care 

issue! Visit: 
n the independent Women’s forum
n the mercatus center
n  heritage foundation

●  Talk to Your Friends: help your friends and 
family understand these important issues. tell 
them about what’s going on and encourage 
them to join you in getting involved.

●  Become a Leader in the Community: Get 
a group together each month to talk about a 
political/policy issue (it will be fun!). Write a 
letter to the editor. show up at local government 
meetings and make your opinions known. Go 
to rallies. Better yet, organize rallies! a few 
motivated people can change the world.

●  Remain Engaged Politically: too many good 
citizens see election time as the only time they 
need to pay attention to politics. We need 
everyone to pay attention and hold elected 
officials accountable. Let your Representatives 
know your opinions. after all, they are supposed 
to work for you!

aBout the independent Women’s foRum
the independent Women’s forum (iWf) is dedicated to building support for 
free markets, limited government, and individual responsibility. 

iWf, a non-partisan, 501(c)(3) research and educational institution, seeks 
to combat the too-common presumption that women want and benefit from 
big government, and build awareness of the ways that women are better 
served by greater economic freedom. By aggressively seeking earned media, 
providing easy-to-read, timely publications and commentary, and reaching 
out to the public, we seek to cultivate support for these important principles 
and encourage women to join us in working to return the country to limited, 
constitutional government.

We rely on the support of people like you! please visit us on our website 
www.iwf.org to get more information and consider making a donation to iWf. 
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connect With iWf!
FoLLoW us on:

Contact us if 
you would like 
to become a 
partner!

ouR 
paRtneRs

http://www.iwf.org/
http://mercatus.org/publication/regulation-and-cost-child-care
http://www.heritage.org/research/reports/2014/03/new-preschool-spending-an-unnecessary-burden-on-american-taxpayers
www.iwf.org
http://www.iwf.org
http://www.iwf.org/support
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