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Abstract

Recent policy proposals call for significant new investments in early care and education (ECE). These policies are designed to reduce the

burden of child care costs, support parental employment, and foster child development by increasing access to high-quality care, especially

for children in lower-income families. In this paper, we propose and calibrate a model of supply and demand for different ECE service and

teacher types to estimate equilibrium family expenditures, participation in ECE, maternal labor supply, teacher wages, market ECE prices,

and program costs under different policy regimes. Under a policy of broadly expanded subsidies that limits family payments for ECE to no

more than 7% of income among those up to 250% of national median income, we estimate that mothers’ employment would increase by

six percentage points while full-time employment would increase by nearly 10 percentage points, with substantially larger increases

among lower-income families. The policy would also induce a shift from informal care and parentonly care to center- and home-based

providers, which are higher-quality on average, with larger shifts for lower-income families. Despite the increased use of formal care,

family expenditures on ECE services would decrease throughout most of the income distribution. For example, families in the bottom

three income quintiles would experience expenditure reductions of 76%, 68%, and 55%, respectively. Finally, teacher wages and market

prices would increase to attract workers with higher levels of education. We also estimate the impact of a narrower subsidy expansion for

families with an income up to 85% of national median income.
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