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DC can grow its economy through expansion of affordable child care to all families. With
additional investment in its child care subsidy program, DC can offset the high cost of child
care and enable parents to go to work or school while their children engage in positive early
learning experiences. Helping families pay for child care, regardless of income level, would
significantly boost DC's economy by removing barriers to women'’s participation in the
workforce, freeing up family budgets to purchase more necessities from District businesses,
and increasing the money child care providers have to overcome tight margins, hire more
staff, and improve their facilities.

DC recently expanded access to the subsidy program to more families, recognizing that
investing in affordable, high-quality care can facilitate economic gains for Black and brown
families, small and large businesses, and the DC economy as a whole. Increasing public
funding for the DC child care subsidy program is also necessary to overcome centuries of
underinvestment due to structural racism and sexism that causes child care providers to



operate with less than they need and charge parents more than they can afford.! Currently,
District residents who do not participate in the subsidy program spend, on average, 26
percent of their annual income on child care costs for one child. For the District’s lowest
income residents, who due to systemic racism are disproportionately Black and brown, child
care can cost up to 32 percent of their annual pay.?

Given that primary child rearing duties continue to predominantly fall on women, researchers
have long found that the lack of affordable child care services outside the home holds back
women from entering the labor force and keeping a steady job at family-sustaining wages.?
In DC, the lack of child care for the youngest children (ages 0-3) costs families of these
children an estimated $252 million per year in lost wages (or, on average, $8,100 per family
with children ages 0-3). The same study finds that employers and DC's budget also lose out;
In DC, inadequate child care for the youngest children costs employers $79 million, in
aggregate, in lost productivity and turnover. It also means an aggregate annual loss of $64
million in tax revenue.*

Programs that make it easier for District families to afford and access child care, including
increased subsidies for child care services, play a key role in supporting women entering the
workforce, supporting providers, and boosting workers’ paychecks—all of which would have
significant and positive impacts on DC's economy. In fact, the DC Fiscal Policy Institute
(DCFPI) estimates the cost of increasing access to child care subsidies to all families is $139
million, annually. This would:

Bring 12,572 additional children into DC'’s subsidy program,
Create 3,097 new jobs across the District,

Add $14 billion to all DC workers’ paychecks, and

Result in $1.7 billion in economic growth in the first year alone.

The existing child care subsidy program in the District is not perfect—there are barriers
eligible parents face to receiving child care subsidies and barriers child care providers face to
accepting subsidies in their programs. The findings in this report make it clear that there is an
economic imperative to address these issues so that the District can reap the benefits of new
jobs and economic growth that come with expanded access to affordable child care.

Affordable Child Care Allows Parents to Work and the Economy to Thrive

Child care subsidies play a critical role in improving the overall economy of the District and
financial outcomes for DC residents by addressing a key barrier many parents face in fully
participating in the labor market. In the absence of affordable child care, parents must
choose between caring for their children at home and going to work to support their
families—what Vice President Kamala Harris has called an impossible choice and a national
emergency.® This “impossible choice” is not just a crisis for families—it presents a problem for
workers, employers, and the economy as a whole.



Caregiving Responsibilities Disproportionately Keep Women from Work and Full
Participation in the Economy

When child care is out of reach, the choice between caring for children at home and working
often falls on women, who are more likely to be primary caregivers. This forces them to give
up their jobs or significantly reduce their hours. Women take more time out of the workforce
to care for their children and are twice as likely as men to work part-time, recent studies
suggest.®’ This occurred during the pandemic, when a quarter of US women quit their jobs
due to the lack of child care.®

When women return to work after taking time away to care for their children, they can face
additional disadvantages in wages and career opportunities. Sometimes called the
“motherhood penalty,” women with children are often paid less, receive fewer benefits, and
face employers less willing to hire them than similarly educated and experienced women
who don't have children.® One study found women earn 5 percent less for every child they
have .19 Given this penalty and the myriad of overlapping discriminatory employment
practices, the National Women's Law Center estimates that women in DC earn just 84 cents
for every dollar earned by men.!* Moreover, spending less time in the workforce ultimately
reduces their ability to financially support their families and can lower their Social Security
retirement benefits which are based on work and earnings history.*?

Helping Families Afford Child Care Would Increase Labor Force Participation and
Employment

Increasing child care subsidies benefits the economy in several important ways. First, greater
subsidy funding increases the ability of parents—especially women—to afford and use paid



child care services. Families take advantage of child care services when they are available and
affordable. For example, a 10 percent increase in the federal Child and Dependent Care tax
credit has been found to increase participation in child care services by as much as 5 percent
among households nationwide with children 13 and younger.t3

Child care subsidies also increase women's labor force participation and employment by
removing child care-related barriers to entering and fully participating in the workforce. In
effect, child care subsidies open the door for women to enter the labor force, find a job, and
remain employed over the long haul. For example, the US Department of Health and Human
Services recently found that for every 10 percent increase in child care subsidies, women'’s
labor force participation rose by 047 percent.* And these women are more likely to stay
employed when they have adequate child care. According to the US Census Bureau, 98
percent of married mothers receiving child care subsidies in a given year remained in the
labor force four years later.®®

Subsidies increase women's labor force participation, employment, and hours worked for
pay, which is why boosting subsidies translates into significant additional economic growth.
For every 10 percent increase in women'’s workforce participation, wages for both men and
women rise 5 percent across the nation’s metro areas, a recent Harvard Business Review
analysis suggests.’® Ensuring that women are able to participate in the DC labor force at a
similar rate to men would also create a significant boost to the District's gross domestic
product (GDP). For example, the Brookings Institute estimates that the United States” GDP
could be 5 percent higher if women participated in the workforce at the same rate as men.”/

Increasing child care subsidies especially benefits Black and brown women living in DC.
These women are more likely than white women to play both the role of primary caregiver
and be responsible for the financial security of the family, largely because a disproportionate
share of Black and Latina mothers are single parents due to systemic factors'®1° At the same
time, occupational segregation has pushed Black and brown women into jobs, particularly in
retail and health service occupations, that are less likely to provide paid family leave or other
caregiving supports that make it easier to quickly return to the workforce after the birth of
children and stay there.292

In addition, Black and brown women are also more likely to live in “child care deserts,” or
neighborhoods where affordable child care is absent.?? Twenty-seven percent of Black DC
residents and 31 percent of Hispanic residents live in a DC child care desert, which are mostly
concentrated in Wards 4, 5, 7, and 8, according to a recent analysis by the Center for
American Progress.?* This underscores the importance of growing the supply of affordable,
high-quality child care in these communities by addressing the barriers child care owners
face to offer subsidy-eligible seats in their facilities.

State expansions of early childhood care and education have a track record of expanding the
workforce—including in DC. For example, a previous study of DC’s universal pre-K program
showed District families participated at an extremely high rate—more than 70 percent of
eligible 3-year-olds and 90 percent of eligible 4-year-olds participated in the program.?* The
program led maternal labor force participation overall to increase by 10 percentage points
from 2008 to 2016 and by more than 15 percent for families living in poverty.?® In addition,
the share of DC’'s mothers with young children (ages 5 and younger) who were employed
rose from 56 percent to 67 percent over the same period.?® The success of universal pre-K in
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DC suggests that expanding access to child care subsidies for our youngest children could
also have positive employment outcomes for mothers.

Affordable Child Care Would Increase Productivity, Decrease Hiring Costs for Employers,
and Boost Revenue

Expanding access to quality affordable child
care through greater subsidization would not
only help women and families, but also have
positive ripple effects for businesses and DC
revenue. Under 3 DC recently estimated that
having no child care, or insufficient child
care, can cost individual families with
children ages 0-3 up to $8,100 per year,
including through lost wages from fewer
hours worked, being fired, or voluntarily
withdrawing from the labor market to take
care of children. In aggregate, these families
lose $252 million in wages each year—money
that could be recouped with increased
access to child care subsidies.

Businesses lose, in aggregate, $79 million
annually because of employee turnover, lost
productivity, lost business revenue, and hiring
costs due to lack child care. Taken together,
Under 3 DC estimated the lack of adequate
affordable child care for infants and toddlers
costs DC much-needed revenue—an
estimated $64 million per year.?” That means
businesses and DC residents more broadly
have much to gain from expanded access to
affordable child care.

Expanding Child Care Subsidies Would Grow the District's Economy by $1.7
Billion in the First Year

Expanding child care subsidies to all eligible children in DC, regardless of income, would have
a significant and positive benefit on the District's economy, including more jobs, higher
wages, and more overall economic growth.

An estimated 12,572 District children whose families earn more than three times the federal
poverty level (FPL)—the current income eligibility cap for entry into the subsidy program—
would newly receive subsidies in the first year, almost doubling the number of total
participants and increasing the annual program cost by $139 million (Table 1). This estimate is
based on current participation rates by age group, which are far lower for preschool-aged
children, for example, because of the availability of universal pre-K in the District, and due to
access issues. (For the complete methodology, see Appendix 1)



TABLE 1.

Expanding Child Care Subsidy Eligibility, As Promised in the Birth-to-Three Act, Could

Benefit More than 12,500 Children in the District

Child care subsidy recipients in DC by households earning below and above 300 percent FPL and
associated cost, 2023 dollars

Below Above
300 Percent FPL 300 Percent FPL
Number of children aged 0-12 receiving subsidy or
projected to participate in subsidy under expansion 7,699 12,572
Average cost per slot $11,040 $11,040
Total new cost $85 million $138.8 million

Source: Special data request to OSSE on cost and participation data, November 2023. To calculate the per subsidy cost, DCFPI
divided the total annual cost of subsidy payments for FY 2023 by the number of participants in FY 2023. Population data for
families with incomes above 300 percent of FPL is from Center on Budget and Policy Priorities’ analysis of the American
Community Survey 5-year (2018-2022) microdata.

Once reaching DC families and providers, these additional subsidy dollars would generate
significant new economic activity in the District. DCFPI measured this activity using IMPLAN,
economic impact analysis software that analyzes the ripple effects of economic changes
across multiple rounds of purchasing by businesses, their suppliers, and households
(Appendix ). Assuming the supply is available to absorb the growth, these new subsidies
would yield positive economic gains for DC residents in the first year, including:
e New jobs created in the child care sector due to increasing demand for child care
and higher payments to providers,
e Freed up household spending that used to be poured into child care that could now
be spent elsewhere, and
e Increased earnings among women who could now enter the workforce because they
can afford child care (Table 2).

TABLE 2.

The District Stands to Gain Nearly $1.7 billion Through the Expansion of the

Child Care Subsidy Program
Total economic benefits of increasing child care subsidies in DC during year 1 of
implementation, in 2023 dollars

Economic
Labor Income Output
Jobs Created (in millions) (in millions)
Benefits of payments to providers 1,703 $89.3 $178.6
Benefits of increased household spending 349 $32.3 $71.8
Benefits of increased women labor force participation 1,045 $1,279.1 $1,400.3
Total benefits 3,097 $1,400.7 $1,650.6

Note: The benefits from increased women labor force participation include both the total amount of new earnings generated by men
and women entering the workforce and the “induced” activity resulting from increased household spending of those new earnings. See
Appendix | for more details.

Source: IMPLAN analysis.



More Funding Going to Child Care Providers Means More Spending on Supplies and More

Child Care Jobs

Subsidies also give an important boost to child care providers. Ripple effects from new
payments to child care providers would generate 1,703 more jobs, $89.3 million in new labor
income earned by District residents, and nearly $179 million in new economic output (GDP)
(Table 2). These benefits are the result of $139 million in new child care subsidies flowing
directly to providers in the form of reimbursements, based on the number of slots filled by
the estimated 12,572 additional children entering the program for the first time because they
are newly eligible. In turn, these child care providers spend this new money paying for staff
and purchasing materials from suppliers—that is, dollars that end up generating new
economic activity for businesses and families as they ripple across the District economy.

When Families Spend Less on Child Care, They Can Spend More on Everything Else

New child care subsidies would leave families with more money to spend. Access to child
care subsidies would free up an additional $114 million in household budgets, allowing
families to spend their income on other needs like groceries, housing, transportation, and
purchasing other goods and services from DC businesses. This new spending would ripple
across the DC economy and generate 349 new jobs, $32.3 million in new wages, and almost
$72 million in new economic output.

Families across the income spectrum would benefit from increasing eligibility to households
earning more than three times the FPL, but especially those with annual incomes above
$100,000 (Table 3). To keep program costs down and ensure more equitable results, DC
requires families to supplement the subsidy dollars their children receive by contributing to
the overall costs charged by providers. The amount of this cost-share depends on family
income, rising from $12.86 per day for full-time care paid by families earning between
$50,000 and $70,000 every year to $26.82 per day for those families earning more than
$100,000 per year in fiscal year (FY) 2023.28 Added together across all income ranges, District
families newly participating in the program would end up paying about $25 million out of
their pockets for the cost-share and benefit from $114 million in net subsidies.

TABLE 3.

Even in a Cost-Sharing System, Expansion of Child Care Subsidies is Highly Valuable to

Families

Projected number of children newly participating in subsidy, their families’ cost share, and their families’ net

cost share, by household income, in 2023 dollars

Households’ Aggregate Aggregate Household Savings
Household Income Number of Children Cost Share (Net Subsidy After Cost Share)
$50-$70,000 120 $135,416 $1,191,678
$70-$100,000 443 $681,249 $4,212,429
$100-$150,000 1,633 $3,394,205 $14,630,731
$150-$200,000 2,164 $4,408,806 $19,485,941
$200,000+ 8,212 $16,024,414 $74,630,552
Total 12,572 $24,644,089 $114,151,331

Source: DCFPI analysis of FY 2023 Slide Fee Scale by OSSE and population data from Center on Budget and Policy Priorities analysis of the
ACS 5-year (2018-2022) microdata public use file for the number of children by age and income threshold. Incomes groups are based on
those embedded within the IMPLAN model.




Affordable Child Care Allows Women to Work, Which is Good for Everybody

Child care subsidies grow women's participation in the labor force and increase wages.
Expanding eligibility for DC child care subsidies would significantly reduce child care-related
barriers to work and bring an estimated 14,429 new women into the District’s labor force,
increasing women's labor force participation rate by 7.7 percent—a game-changing
improvement to the local economy.

Based on previous research on the overall wage effects of increased female labor force
participation (Appendix 1), this increase for women in DC would translate into median
paychecks rising by $2,857 annually for all 413,989 DC workers—a total of nearly $1.2 billion
in new earnings flowing from workers’ pockets into the District economy. New household
spending due to higher median paychecks would create 1,045 new jobs, almost $97 million
in new labor income, and $217.7 million in new economic output. When added together,
these labor force increases would yield a total of nearly $1.3 billion in new labor income and
$1.4 billion in new economic output (Table 4).

TABLE 4.

More Women Working Due to Child Care Subsidy Expansion Would

Boost Earning for All District Workers by $1.3 Billion
Economic impacts of increasing women's participation in the DC labor force (and
higher median wages), 2023 dollars

Jobs Labor Income Economic Output
Created (in millions) (in millions)
Total new earnings / $1,182.6 $1,182.6
Benefits from household spending 1,045 $96.6 $217.7
Total benefits of earnings and household spending 1,045 $1,279.1 $1,400.3

Note: IMPLAN estimates of induced effects from household spending due to higher median wages among all workers under increased
women'’s labor force participation rates. See Appendix | for details.
Source: IMPLAN analysis.

Taking together the effects on child care providers, household spending, and increased
women's labor force participation, an increase in child care subsidies by $139 million would
create a total of 3,097 jobs, boost earnings for District workers by $1.4 billion, and grow the
overall size of the DC economy by $1.65 billion (Table 2).

Before Further Expanding the Child Care Subsidy Program, the District Needs
to Improve Program Implementation and Access to Currently Eligible Families

DC's child care subsidy program helps approximately 7,700 families with low and moderate
incomes pay for the cost of child care.?° The subsidy program is an avenue for predominately
Black and brown parents—who have faced centuries of systemic oppression—to give their
children a jumpstart on their education and to have a safe and supportive environment to
place their children while they work or pursue an education.

In 2018, lawmakers passed the Birth-to-Three for All DC Act (Birth-to-Three), which set the
vision for early care and education in the District and established a timeline for expanding
child care subsidy to increasingly higher income families until all District families would be



eligible in 2027.3° DC lawmakers recently expanded eligibility for the program to families
making up to 300 percent of the FPL, benefitting an estimated 2,200 additional children.3!

Lawmakers were able to afford the expansion because fewer parents tapped into the
program than what the District expected. The underutilization of child care subsidy stems
from declining birth rates (i.e., lower demand) and an increasing mismatch between supply
and demand for certain age groups and parts of the District.3>3* Before further expanding
eligibility for the child care subsidy program to higher income families, the District should
implement additional policy and practice improvements that solve current underutilization.
Some of the causes of underutilization include:

o Demand-side issues such as difficulties accessing and completing an application for
the subsidy, fulfilling eligibility requirements related to working or pursuing education,
delays in the approval process, and a geographic mismatch between child care needs
and availability. Many parents seek care for their children outside of traditional
operating hours, bilingual services, or care for special needs. Finding a child care
center or home that accepts subsidy and offers specialized services is especially
challenging.>*

o Supply-side issues such as long waits and significant paperwork required by providers
to accept subsidy-eligible children, reimbursement rates that fall below the cost of
providing high-quality care, and child care workforce shortages.*®

The DC Office of the State Superintendent of Education (OSSE) and the Department of
Human Services (DHS), which jointly administer the child care subsidy program, have taken
steps to resolve some of these barriers within the last year. They have improved
communication with District families to ensure that they know about the subsidy program
and how to access it, created an online application process, and continue to work to
streamline the approval process to reduce wait times from when a parent applies for subsidy
and when they receive it.*® OSSE and DHS should continue to monitor the effectiveness of
these changes and implement further improvements to the application and approval process,
especially as the District expands eligibility to higher income families. However, the
forthcoming $10 million cut to the subsidy program in the FY 2025 budget may limit OSSE's
ability to invest in implementation improvements, threatening this progress.

Once a family has a child care voucher in hand, they must find a child care facility that
accepts subsidy and meets their needs. At this point in the process, supply-side issues set in.
A family's preferred provider may not have an open seat for their child’s age group, offer
evening hours when they need care, or participate in the subsidy program. Over the past five
years, the District has experienced a decline in both the supply of and demand for child care,
but gaps remain, particularly for “quality child care, for economically disadvantaged families,
and for children who need specialized services such as nontraditional hours and bilingual
settings,” according to a study by the Bainum Family Foundation.>” Demand for subsidized
infant and toddler seats is outpacing the supply by more than 3,000 seats.>® That gap grows
for families seeking care during nontraditional hours, bilingual services, and care for children
with special needs. These supply-side issues require deeper research and better data to
understand why utilization is declining while demand remains high, and the full scope of the
barriers facing providers who want to offer subsidy seats.*®



Expanding eligibility for DC’s child care subsidy would have major economic benefits for all
District residents, as outlined in this report, but only if there is sufficient supply to meet the

diverse needs of the children and families this program serves. Therefore, it is an economic
imperative to address these issues so that the District can reap the benefits of new jobs and
economic growth that come with expanded access to affordable child care.

There is an Economic Imperative to Increase Access to Affordable Child Care

The lack of affordable quality child care in the District is a crisis. Addressing this crisis with
expanded access to child care subsidies would be a massive boon not just for families and
children, but for the entire District economy. DC policymakers should address existing supply
and demand issues and then increase child care subsidies to include those 12,572 children
whose families earn more than three times the FPL and who DCFPI estimates would take up
subsidy based on current enrollment rates. Taking these steps would support providers, free
up family budgets, and bring thousands of women newly into the District’s labor force, all of
which would create thousands of jobs, raise wages, and grow the economy by nearly $1.7
billion dollars.
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Appendix |: Methods

DCFPI commissioned Allan Freyer, the Principal of Peregrine Strategies, to conduct the
economic analysis underpinning this report. Freyer used IMPLAN, the proprietary economic
impact analysis software package, to estimate the various economic impacts of increasing
child care subsidies to children whose families earn above 300 percent of the federal poverty
level.

Study Area and Study Period

DCFPI conducted this study within DC. All results are reported for a single year, the first year
child care subsidy expansions would go into effect.

Using IMPLAN to Estimate the Economic Impacts of New Child Care Subsidies

IMPLAN is an input-output modeling program that permits researchers to estimate the
projected effects of an exogenous change in demand—such as an increase in child care
subsidy dollars—in a specified geographic region, such as DC. The software analyzes the
ripple effects of new spending across the study area, first by assessing the Direct Effects (the
impacts of increased purchasing among an industry’s suppliers), Indirect Effects (the impacts
of those suppliers spending more money), and Induced Effects (the impacts of households
spending the additional income they earn thanks to the economic activity generated by the
Direct and Indirect rounds of spending).

The software is typically used by economic developers looking to assess the impacts of new
plant locations or tax changes. But it has also been used to model the impacts of minimum
wage changes in other states and increased labor income resulting from greater female labor
force participation in Alabama, and as a result, it is well suited to assessing a range of impacts
resulting from increased child care subsidies, including those related to increased labor
income and family spending.404!

Specifically, DCFPI used IMPLAN to estimate the impacts of increasing child care subsidies on
the District economy in three different ways:

1. Increased direct payments to providers.

2. Increased household income freed up by the subsidies and spent on other goods and
services.

3. Increased earnings for all District workers resulting from increased female labor force
participation.

DCFPI reports results from these IMPLAN analyses in three different categories—employment
(the number of jobs created), labor income (the amount of new income earned by workers),
and economic output (GDP).

Data Sources

In conducting this analysis, DCFPI relied on several different sources of data, including DC
Child Care Subsidy Program data for FY 2023, US Bureau of Labor Statistics labor force
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participation data (2022), the American Community Survey’'s (ACS) 1-year 2023 earnings
estimates for DC working age residents, Center on Budget and Policy Priorities analysis of the
ACS five-year (2018-2022) microdata public use file for the number of children by age and
income threshold, and IMPLAN's proprietary 2022 dataset.

Estimating the Number of New Children and How Much it Would Cost

To determine how much money would flow to providers and households, DCFPI first
estimated the number of children whose families earn above 300 percent FPL who would
participate in an expanded program. This involved a three-step process.

First, DCFPIl used the ACS microdata to determine how many District children live in families
above and below 300 percent FPL by age and income threshold, on average, during the
2018-2022 period. Due to small sample sizes, DCFPI inputted the number of children above
300 percent FPL aged 0-2, 3-5, and 6-12 for households earning $50,000-570,000, $70,001-
$100,000, and $100,001-5150,000 based on their percentage of all District children. Using
this method, DCFPI found that there were 55,214 DC families earning more than 300 percent
FPL, on average, during the 2018-2022 period.

Second, DCFPI estimated the subsidy participation rate by income threshold for children
living above 300 percent FPL. DCFPI started this step by calculating the percentage of
children below 300 percent FPL actually receiving subsidies (e.g., the participation rate) for
each age group (0-2, 3-5, and 6-12) using the subsidy data provided by the District.*? In the
absence of other evidence, DCFPI then assumed that children in each age group above 300
percent FPL would participate at the same rate as their counterparts below 300 percent FPL,
regardless of income threshold. Based on this assumption, DCFPI next calculated the
percentage of children above 300 percent FPL in each age group who would participate in
the program and receive subsidies and then multiplied those percentages by the number of
children in each age group within each income threshold. Participation rates vary by age
group in large part due to the availability of universal pre-K in the District, which significantly
reduces the number of 3-to-5-year-olds who would otherwise need a child care subsidy.
Finally, DCFPI then summed together the number of participating children in each age group
by their respective income thresholds, giving the total number of children above 300 percent
FPL who DCFPI estimates would participate in the program and receive subsidies. Using this
method, DCFPI estimated that 12,572 children in families earning above 300 percent FPL
would receive child care subsidies.

Third, DCFPI estimated the dollar amount needed in new appropriations to provide subsidies
to these children. To start, DCFPI calculated the average subsidy amount per child for existing
participants (those below 300 percent FPL) using FY 2023 program data, which came to a
total of $11,040 per child.** DCFPI then assumed that this per-child cost would remain the
same for children above 300 percent FPL and multiplied this amount by the 12,572 new
children entering the program. This yielded a total subsidy cost (and total appropriation) of
$138,795,420.

12



Estimating the Economic Impact for Child Care Providers.

In the first economic impact model, DCFPI used IMPLAN to measure the ripple effects of
increased subsidies to child care providers in particular—the additional dollars child care
centers would spend on staff, supplies, facilities, and other goods and services thanks to the
new subsidies. Specifically, DCFPI ran the model as an Industry Impact Analysis Event,
assigning the $138,795,420 in new subsidies to the Child Day Care Services industry (code
494). IMPLAN reported the following results (Table Al):

TABLE A1.

Increasing Subsidies Supports the Child Care Industry by Creating Jobs

and Boosting Wages
Economic impacts of increasing child care subsidy investments on the child care

industry
Labor Income Gains Economic Output (in
Impact Employment Gains (in millions) millions)
1 - Direct 1,534 $76.1 $139.9
2 - Indirect 92 $6.1 $22.7
3 - Induced 77 $7.1 $16.0
Total 1,703 $89.3 $178.6

Note: All results in 2023 dollars.
Source: IMPLAN analysis.

Estimating the Economic Impact for Family Household Spending

In the second economic impact model, DCFPI used IMPLAN to estimate the impacts of the
new subsidies on household spending, recognizing that once families are able to spend less
on child care, they'll have more to spend on other goods and services in the DC economy. As
seen in Table A2, DCFPI divided up the total subsidy amount by the number of new
children/participants in each income threshold.

We then calculated the amount of the cost-share required by the District for each
participant. The amount of this cost-share depends on family income, rising from $12.86 per
day for full-time care paid by families earning $50,000-570,000 every year to $26.82 per day
for those families earning more than $100,000 per year.** Added together across all income
ranges, District families newly participating in the program would end up paying about $25
million out of their pockets for the cost-share and benefit from $114 million in net subsidies.
The amounts reported in the Net Subsidy After Cost Share column of Table 3 represent the
total amount of subsidy flowing to families in each income threshold once the cost share is
taken into account.

DCFPI then used the Net Subsidy values as the inputs for IMPLAN to run a household income
and spending analysis. The software analyzed how households in each income threshold
would spend these additional dollars across the DC economy, which resulted in the following
impacts (Table A2):
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TABLE A2.

The Savings Parents Receive from Low-Cost Child Care Lead to New Jobs and

More Spending
Increased household spending leads to more jobs in the District, and those new jobs create
$32 million in labor income and $72 million in new spending in the District.

Impact Employment Labor Income (in million) Output (in millions)
1 - Direct 0 0 0

2 - Indirect 0 0 0

3 - Induced 349 $32.3 $71.8

Total 349 $32.3 $71.8

Note: All results in 2023 dollars.
Source: IMPLAN analysis.

Note that IMPLAN only reports Induced effects for household income models.
Estimating the Economic Impact of Increased Female Labor Force Participation

In the final model, DCFPI estimated the impact of increasing child care subsidies on female
labor force participation, and the resulting impact on DC’'s economy. Because the software
does not have a direct way to convert labor force participation into economic impact, DCFPI
used a multi-step process to develop the input for the IMPLAN model. This involved
converting subsidy increases into female labor force participation increases into District-wide
earnings increases, which DCFPI used as the IMPLAN input for a Labor Income Impact
Analysis.

For the first step, DCFPI calculated the impact of increased child care subsidies on the female
labor force participation rate, using a 2016 national study released by the US Department of
Health and Human Services that found that every 10 percent increase in child care subsidies
contributed to a 0.47 percent increase in the female labor force participation rate across the
country.* DCFPI applied this same logic to DC and found that increasing child care subsidies
by $139 million would represent a 163 percent increase over the $85 million spent in 2023
and translate into a 7.7 percent increase in the District’'s Female Labor Force Participation
rate. This would result in 14,429 women entering the workforce in the first year of expanded
subsidies.

Second, DCFPI estimated the impact of increased female labor force participation on
earnings by District workers. A recent Harvard Business Review study found that for every 10
percent increase in the female labor force participation rate, median earnings for both
women and men rose by 5 percent across the nation’s metro areas, in response to more
women earning a paycheck and men'’s pay rising to remain competitive.%® As with the
previous step, DCFPI applied this logic to the District and calculated that the 7.7 percent
increase in female labor force participation would boost individual workers’ median earnings
by $2,857 per year. Multiplied across all 413,989 DC workers who had earnings in 2022, this
resulted in a total of $1.2 billion in new labor income earned across the District economy.

Third, DCFPI used IMPLAN to model the impact of these $1.2 billion in new earnings as a
Labor Income event to reflect the ripple effects of workers spending bigger paychecks across
the DC economy. It is important to note that for labor income changes like these, the
software only reports “Induced Effects,” which capture tail-end economic ripple effects of
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shifts in household spending resulting from the total change in earnings modeled (e.g.,
resulting from the earnings gain from greater labor force participation). But the goal was to
estimate the total impact on DC’'s economy, which also includes the original amount of the

new labor income that would flow to the District if female labor force participation increased.

Therefore, DCFPI combined both the Induced Effects and the new earnings when reporting

results (Table A3).

Although it is unusual to combine original and induced effects in this way for labor income
changes in particular, staff economists at IMPLAN advised that this would be appropriate in
this case, since the economic change is not associated with a separate Industry event
(increasing child care subsidies), and that the model should reflect the full range of an
economic change that includes both new earnings (caused by greater participation in the

labor force) and the induced effects (the ripple effects of the input) together. DCFPI's results

include the following:

TABLE A3.

The DC Economy Would Make Major Gains by Making Child Care Affordable
and Getting Women Back to Work

Economic impacts of increasing earnings through higher female labor force participation
Labor Income (in Output (in

Impact Employment million) millions)

Total New Earnings $1,182.6 $1,182.6

1 - Direct 0 $0 $0

2 - Indirect 0 $0 $0

3 - Induced 1,045 $96.6 $217.7

Total 1,045 $1,279.1 $1,400.3

Note: All results in 2023 dollars.
Source: IMPLAN analysis.
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