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This brief provides new estimates of what it would cost to sustain the child care system during the
coronavirus pandemic. We estimate that at least $9.6 billion is needed each month to fully fund existing
providers in the child care system. These funds would allow closed providers to retain their staff at full pay,
be prepared to reopen at the appropriate time, and eliminate cost burdens for families whose providers
are closed. These funds will also allow open providers to offer safe, comprehensive emergency care at no
cost to an estimated 6 million children of essential workers.

THE CHILD CARE SYSTEM NEEDS AT LEAST $9.6 BILLION MONTHLY TO SURVIVE
THE CORONAVIRUS PANDEMIC

Usual Monthly Monthly Cost To Sustain Sector During
Costs Pandemic
For 9.8 million full-time | $6.6 billion Cost to fully fund $3.9 billion
equivalent children in providers while closed
care
Cost of supporting $6.3 billion
open providers offering
emergency care to
6 million children of
essential workers
Less monthly federal $642 million Less monthly federal $642 million
spending on child care spending on child care
Total baseline costs $5.9 billion Total new funding $9.6 billion
needed

Source: Analysis conducted by Ullrich and Sojourner using data from the National Survey of Early Care and Education
(NSECE, 2012). Cost estimates are adjusted for price inflation in the child care sector since the data were collected.
Figures may not sum due to roundmg A detalled methodology is available in the technical appendlx tth [mwlc org/
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Our nation’s child care system was already fragile before the coronavirus pandemic—providers operated on razor-thin
margins, workers made poverty-level wages, and families struggled to afford care. Now the public health and economic
crises we are facing have severely strained the system. Absent adequate investment, many temporary child care closures
will become permanent ones, hampering our economic recovery.

Based on our analysis, if Congress appropriates $50 billion in the next coronavirus relief package, the funds would cover
the cost of less than 6 months of relief and emergency care. Importantly, this funding would not necessarily be entirely
forward-looking, given that providers likely need resources to cover the month or more of lost revenue they’ve already
experienced since the crisis began and existing relief funds are insufficient to reach all providers who need support. Given
the uncertainty around how the coronavirus pandemic will progress and how long stay-at-home orders will remain in effect,
additional funding beyond $50 billion may be necessary just to keep the system afloat.

This analysis is informed by two key assumptions:

« Emergency-care funds target providers within the current system that remain open to supply emergency care
at no cost to essential workers, regardless of income. Providers that offer emergency care operate at lower-than-
usual capacity but incur additional per-child expenses due to increased staffing costs (including premium pay),
new hygiene measures, and higher costs of some supplies. Accordingly, relief funds compensate providers for
emergency care at a premium above usual per-child rates.

o Relief funds target child care providers that are facing revenue losses in order to ensure they can resume typical
operations as the economy moves towards normal order. Providers that are not offering emergency care are
closed, but relief funds cover 100 percent of operating costs on the condition that programs continue to pay their
staff at regular wages. Families who normally rely on these providers neither use nor pay for care.

These assumptions guide our analysis and are not meant to capture what is currently happening in states and
communities.? States could justifiably make different policy choices to meet the unique needs of communities, which would
affect the amount of funding needed to keep providers whole and/or provide emergency care.

However, in the face of a steep drop of parent tuition payments,® providers that are closed will not be able to make ends
meet and may shutter permanently without these investments. This will leave us without a child care system—an essential
work support—to return to as we rebound from this crisis. And failure to support providers who are open means that these
providers will struggle to operate as an integral part of our public health infrastructure without the necessary resources to
provide safe emergency care.

This brief summarizes our analysis. The technical appendix provides additional details on our methodology at https://nwlc.
org/resources/child-care-is-key-to-our-economic-recovery-what-it-will-take-to-stabilize-the-system-during-this-crisis/.
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a For example, a recent survey of 5,000 child care providers found that 50 percent of centers are completely closed, compared to only 27 percent of family child care homes. Seventeen percent of all
providers are only open to essential personnel. Virtually every provider that is open is operating with modifications. Survey responses also varied by programs located in cities versus suburbs or rural
areas. For more information, see the National Association for the Education of Young Children (NAEYC), From the Front Lines: The Ongoing Effect of the Pandemic on Child Care, April 2020, https://
www.naeyc.org/sites/default/files/globally-shared/downloads/PDFs/resources/topics/naeyc_coronavirus_ongoingeffectsonchildcare.pdf.

b Ibid. This survey found that 25 percent of families are continuing to pay tuition.
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coronavirus crisis

The coronavirus pandemic has spurred a public health and economic crisis in every sector and community
across the country. Child care providers are feeling the strain acutely as they scramble to safely offer
emergency care to essential workers and figure out how to remain viable under forced closures or reduced
enrollment. Many families are also under pressure to make difficult choices about keeping their children
enrolled in and paying for care at the same time they are facing lost wages. Essential workers—whose
regular child care arrangements may no longer be available—are in especially dire need of safe, affordable
care. The well-being of everyone depends on these workers’ ability to access safe care for their children.

This crisis has only exacerbated the existing gaps in our child care infrastructure resulting from decades

of underinvestment and failure to treat child care like the public good it is.' This underinvestment directly
stems from our country’s history of undervaluing care work performed by women, particularly women of

color and immigrant women.? Consequently, the child care system already operated on very thin margins
and with little access to credit or working capital even before the pandemic began.

Some providers—including those that are mostly or entirely funded by Head Start or public schools—
fortunately have a more certain future ahead of them. Even though many have been forced to close, Head
Start and school funding is appropriately guaranteed for the remainder of the operating year, and these
programs are not at imminent risk of permanent closure.

Meanwhile, a large portion of the child care system—including private child care centers, preschools or
nursery schools, family child care homes, and family, friend, and neighbor caregivers—primarily relies

on parent tuition with some limited public funding. It will become increasingly difficult—if not already
impossible—for these providers to continue to collect tuition from parents who are dealing with lost wages
or even unemployment themselves.

Child care is essential now and for our economic recovery when the crisis is over.® Yet without public
intervention, a devastated child care system will become an obstacle to recovery. Congress recently
dedicated $3.5 billion to the Child Care and Development Block Grant (CCDBG) as part of the Coronavirus
Aid, Relief, and Economic Security (CARES) Act—a critical but insufficient investment given the scope

and scale of the problem.* Our analysis makes it clear that these resources wouldn't even cover a month’s
worth of costs.
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Advocates are calling on Congress to dedicate at least

$50 billion more in relief funds for the child care system.®
Our new estimates not only suggest that at least this much
is imperative—it is actually far less than what would be
required if this crisis stretches past a few months. Failure to
provide these resources will hamper our economic recovery,
making it more difficult for parents and caregivers—
especially women—to return to work, and widen existing
racial inequities.®

Overview of our analysis
and key findings

The analysis proceeds in the following broad steps:

1. Estimate the usual “baseline” monthly cost of care
using data on enrollment, hours, and prices from
a nationally representative survey of families and
providers before the coronavirus crisis.

2. Estimate the number of children of essential
workers in need of emergency care.

3. Estimate how the operating costs of providers that
are open will change in order to provide emergency
care. Safely providing emergency care requires
that providers follow guidance related to reduced
numbers of children per room while also addressing
increased staffing costs, higher costs of certain
materials to maintain health and safety, and lower
overall enrollment.

4. Estimate the combined cost of keeping closed
providers and staff economically whole and the
cost of providing emergency care.

5. Recognize and deduct existing federal CCDBG
funding for the child care system to yield an
estimate of the new funds needed each month
to achieve the stated policy goals. We use that to
estimate the number of months $50 billion in new
funding would last, assuming the funding can be
utilized in the ways discussed here.

This brief reviews the main concepts of our analysis and
topline results. The technical appendix contains details on
each step of the analysis.

Baseline monthly cost of care. We use data from the 2012
National Survey of Early Care and Education (NSECE) to
generate an estimate of the number of child care providers,
the number of hours they offer care each week, and median
hourly prices per child by age group. We restrict the
universe of child care providers in this analysis to include:

1. private center-based programs;®

2. home-based providers who receive payment
to provide care and appear on state or national
lists, meaning they are likely licensed, registered,
license-exempt, or regulated in some way; and

3. home-based providers who are “unlisted” and likely
unregulated but currently receive government
reimbursement to provide care.

These providers usually enroll roughly 9.8 million full-time
equivalent (FTE)Y children aged O through 12.7 The vast
majority of enrollment hours are provided by centers.

Based on median prices reported by age in the NSECE, we
estimate that center-based providers charge $3.77 per hour
per unsubsidized child; listed homes charge $3.05 per hour;
and unlisted homes charge $3.58 per hour.

With these data, we calculate what it costs each month to
provide care by multiplying the estimated number of weekly
enrollment hours by the weighted unsubsidized hourly price
per child and then by 4.2 weeks per month. We next adjust
for price inflation in the sector since the 2012 NSECE survey
by multiplying the result by 1.24 for an estimated baseline
monthly total of $6.6 billion.?

We deduct $642 million from the cost to account for
existing federal spending on child care through CCDBG,°
assuming this federal program supports some providers in
our sample already. This yields a net baseline monthly total
of $5.9 billion.

¢ We exclude centers run by a school or other government agency but do not exclude private centers that have contracts to provide Head Start and/or public pre-kindergarten services.

d We define “full time” as 35 hours per week.

e Conceptually, average price is more appropriate than median as an input to calculating revenue. However, we chose to use medians, which are lower than averages, to be conservative in estimating
usual revenue. Observed averages may be more affected by outliers and measurement error than medians.
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Family, friend, and neighbor (FFN) caregivers play a vital role in the child care system. In fact, millions of parents
rely on FFN caregivers to meet their child care needs.”

In the NSECE, most FFN providers would likely be categorized as “unlisted” because they are typically not
licensed, registered, license-exempt, regulated, or do not otherwise appear on any other state or national
lists. We attempted to capture FFN providers who participate in the subsidy system in our sample by including
unlisted home-based providers who report receiving government reimbursement to provide child care, but
exclude other unlisted home-based providers.

We made this decision for several reasons. First, we assume that relief funds are generally targeting child care
providers that would have difficulty “reopening” when the crisis is over without interim financial aid. Because
FFN caregivers generally do not have the same start-up costs as licensed and regulated providers, and because
their personal ties to the children in care often motivated their decision to provide care, most will not require the
same incentives or financial support as licensed and regulated providers to resume care after a pause due to the
crisis. Moreover, since many FFN arrangements are fairly informal, it would be difficult to verify that individuals
were providing care for the purposes of administering relief funds if they were not previously receiving payment
from the government (which we use as a proxy for subsidy participation). Given the large number (more than
900,000) of unlisted providers in the NSECE, excluding most of these providers allowed us to generate a more
conservative estimate of cost.
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We encourage the federal government and states to ensure that relief funds are inclusive of and available to
CCDBG-eligible FFN caregivers and the families who rely on them. And while our estimates do not account
for this on a broad scale, states may consider reimbursing the relatives providing emergency care to essential
workers with low incomes.
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Children of essential workers in need of emergency care.
We estimate that 17.9 million children under age 13 have
parents who are frontline workers in grocery stores, public
transit, cleaning and sanitation, health care, and other
essential industries.! Further, we assume that two-thirds

of these children do not require emergency care because
they have another parent, family member, or adult caregiver
available to care for them. This implies 6 million children
need emergency care at 45 hours per week.

Increased costs of providing emergency care. We assume
providers that remain open are providing emergency care
to essential workers and will incur some additional costs,
including pay premiums for staff, substitute workers for

staff who are out on paid sick or family leave, and higher
prices for food and materials, including recommended
personal protective and sanitation equipment/supplies.” At
the same time, public safety demands that each center or
home-based provider serve fewer children than usual due to
the reduced group sizes required to conduct safe learning

and care during a pandemic. We assume that providers will
operate with no more than 10 people—including adults—in a
classroom or home at one time.

We begin with the business-as-usual shares of expenses
for center- and home-based providers in four different
categories: labor, facilities, materials, and administration.”
For each category, we scale it up or down based on
estimated changes in expenses. Table 1 summarizes cost
changes. The technical appendix describes the underlying
analysis in greater detail.

f Assuming an average of 1.8 children per frontline worker based on data analyzed by the Center on Economic and Policy Research (CEPR) for CLASP and NWLC. We exclude children ages 13-17 based
on a population’s normal age distribution. For demographic information on frontline workers, see Hye Jin Rho, Hayley Brown, and Shawn Fremstad, A Basic Demographic Profile of Workers in Frontline
Industries, CEPR, April 7, 2020, _https://cepr.net/a-basic-demographic-profile-of-workers-in-frontline-industries/. These estimates may exclude some industries designated as “essential” by states and

the federal government. We therefore likely underestimate the number of children who need care.
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TABLE 1. INCREASED COSTS ASSOCIATED WITH PROVIDING EMERGENCY CARE FOR CENTERS
AND HOMES, SHOWN AS SHARE OF USUAL TOTAL PROGRAM OPERATING EXPENSES.

Home-based

Business as

usual

Labor 65%
Facilities 5%

Food and materials 10%
Administration 20%

Total relative to usual 100%

Centers
Emergency Business as Emergency

care usual care
85% 70% 94%

5% 9% 9%

9% 7% 5%
20% 15% 15%
119% 100% 123%

Note: estimates may not add to 100 percent due to rounding. Source for business-as-usual operating costs: Simon Workman and Steven
Jessen-Howard, Understanding the True Cost of Child Care for Infants and Toddlers, Center for American Progress, 2018. See technical

appendix for authors’ underlying analysis for emergency care costs.

Total cost to provide emergency care and to keep closed
providers economically whole and ready to reopen. Our
analytic strategy begins by estimating the number of care
hours required by essential workers with children under age
13. We then estimate the cost of providing that care safely
during a pandemic.? Next, we estimate how many paid
enrollment hours providers lose each week during periods
of temporary closure and what it will cost to keep these
providers economically whole. This enables them to pay
staff and other ongoing operational costs without charging
families, so they remain ready to reopen at the appropriate
time.

To do so, we must first determine the number of FTE
children who are normally in care but are now at home

with their parents or other caregivers. We assume that 66
percent of the children of essential workers who require
emergency care were receiving care from a provider in

our universe before the pandemic, totaling 3.9 million
children. Given the 9.8 million FTE children receiving care
under normal circumstances, factoring out these 3.9 million
children implies that 5.8 million FTE children were previously
in care but are now at home with their parents or other
caregivers.

To estimate the cost to keep these providers economically
whole, we determine their lost revenue by multiplying the
usual care hours of these 5.8 million FTE children by the
usual hourly price per child-hour. To estimate the cost to
provide needed emergency care, we multiply the number
of hours per week that 6 million children need to spend

in emergency care by the hourly price per child and the
emergency-care cost premium. See the technical appendix
for additional details about our analytic approach to
estimating costs.

Lastly, we add these two amounts to get total costs weekly,
scale up to monthly costs, and adjust for price inflation
since the 2012 NSECE survey.” This implies monthly costs
equal $10.2 billion—$6.3 billion to provide emergency care
and another $3.9 billion to keep programs whole during
temporary closure.

Deducting regular federal spending on child care to
estimate new funds needed each month. We deduct

$642 million from the total monthly cost to account for an
estimation of typical federal monthly spending on child care
through CCDBG" for a net monthly total cost of $9.6 billion.

g Given variation in states’ approaches to offering emergency care, we assume that emergency care is exclusively offered by providers in our provider universe and that homes and centers are used for
emergency care in the same proportions that they are used under normal conditions. Offering emergency care outside of these providers while continuing to make them whole would increase care
costs, though a different distribution of care provision within our universe might reduce the total cost slightly.

h Based on FY 2017 spending on direct services and FY 2020 allocations to states and the District of Columbia. This estimate does not include appropriations to territories or tribes since the NSECE only
reflects 50 states and the District of Columbia. However, we advocate that federal relief funds should include resources for territories and tribes. In order for some of this funding to be used in the
ways described above (such as supporting programs that are currently closed), states may need to exercise the ability to flexibly use funding during this crisis.
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We conclude that if Congress appropriated $50 billion in
relief funds for child care in the next coronavirus stimulus
bill, it would cover closed providers’ expenses and
emergency-care needs for less than 6 months.

We recognize that the recently enacted CARES Act included
$3.5 billion in funding to states through CCDBG. States
can use these resources to provide continued payments
to child care providers when they are closed or have lower
enrollment than normal, to provide care for essential
workers, and to provide funds for cleaning and sanitation
to maintain appropriate health and safety.* However, our
analysis excludes these funds because, based on our
analytic assumptions, the funds are sufficient to last less
than two weeks if states immediately spend them down to
address the full scope of immediate needs.

Additional considerations
and limitations

This analysis estimates the amount of new public funding
needed to sustain the child care system monthly through
the coronavirus crisis. Our policy goals and, therefore, our
analysis primarily focuses on the “formal,” private child care
market—that is, privately operated centers and home-based
providers—as well as a relatively small number of informal
or FFN caregivers who interact with the child care subsidy
system. It does not include all of the various types of
providers that play an important role in supporting families.
Nannies, babysitters, and family, friend, and neighbor
caregivers outside of the subsidy system are also losing
earnings and employment by no fault of their own. These
workers are also in need of income supports and other
resources during the coronavirus crisis, even if not delivered
directly through the child care system. Including support for
these providers would substantially increase the scope of
funding necessary to keep the system whole each month.

While we deduct regular spending for CCDBG from our
estimates, we do not account for other funding sources

that may support the child care providers in our sample,
including Head Start and state pre-kindergarten programs.
Collectively, state and federal spending on Head Start

and state pre-kindergarten totaled $18 billion in 2018.
While these are important sources of revenue for many
child care providers, we do not account for them in our
analysis because we cannot confidently estimate what
share of these funds would reasonably support our provider
universe given how many schools and government agencies
administer Head Start and state pre-kindergarten.'® Similarly,
we do not account for spending on child care by states

through the Temporary Assistance to Needy Families (TANF)
or state-funded child care assistance programs. Given the
likelihood of state budget shortfalls in the coming months,
states’ ability to support child care during this time is likely
to be limited.”

In terms of emergency resources, child care providers

may benefit from various forms of federal, state, or local
relief that are not reflected in our analysis. The CARES

Act included a number of provisions beyond the direct
investments in CCDBG that could theoretically offset some
of the financial strain that child care providers are facing,
such as forgivable Paycheck Protection Program (PPP)
loans through the Small Business Administration (SBA).'®
The PPP loans offered first come, first served, time-limited
assistance and required significant know-how to navigate
the application process. To date, there is no data source
that would allow us to assess the extent to which these
loans are supporting the child care sector,” but the program
was fraught with problems for child care providers and we
anticipate that many faced barriers to successfully applying
for assistance.? For the few programs that were able to
obtain loans, the funds will likely be exhausted by the time
significant federal relief for child care comes through.

The CARES Act also included significant expansions in
unemployment insurance (Ul), including increasing the
value of Ul benefits, extending the maximum length of time
workers can receive Ul, and widening eligibility to include
people who are generally ineligible for state Ul programs,?
like self-employed family child care providers. While these
benefits are certainly crucial for child care workers who are
facing reduced hours or who have been laid off entirely,
our policy goals are to help programs avoid laying off staff.
As such, we do not rely on that mechanism to support
providers in our analysis.

Finally, we do not model the costs that child care providers
may incur in continuing to meet the needs of families
whose children are not currently attending care, while

also responding to public health guidelines around social
distancing. For example, programs that participate in

the Child and Adult Care Food Program may deliver or
distribute meals during program closures, which could
require changes to their meal preparation processes that
necessitate additional costs. Similarly, providers may need
to equip their staff with iPads, tablets, or laptops to facilitate
virtual learning or home visits. As a result, the estimates
presented in this brief may not encompass the full scope of
providers’ financial needs.
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Framework for investments to
stabilize the child care sector

This brief focuses on estimating the scope of the need and
thus does not provide details for how lawmakers should

structure the investments provided. However, we do offer a
basic set of principles for investment. Relief provided must:

+ Beavailable to stabilize the entire child care
system. This includes subsidy-receiving providers
and providers operating only in the private-paying
market, as well as the majority of providers that
use multiple funding streams to serve children
and families. Funding must also be available to
providers in various settings, including centers,
family child care homes, and FFN care.

o Address the needs of providers, educators,
families, and children. Our analysis ensures that
providers’ operational costs are covered—whether
they are closed or open with reduced enrollment to
safely serve children of essential workers—without
placing the strain of high costs on families. Relief
must ensure that costs for providers and families
are both covered.

« Build on existing structures to ensure funding
gets out as quickly as possible. Given the timely
needs of the child care sector, support must build
on existing administrative and funding structures
to avoid delays in providing relief to providers,
educators, and families. Quick and non-competitive
distribution of resources will ensure that all
providers can access support to maintain their
businesses.

« Ensure equity is front and center. Policymakers
should ensure communities and families with the
greatest need are served first, particularly if funds
are limited.

* Preserve health, safety, and quality standards.
These standards protect children and are especially
important in the context of the coronavirus
pandemic.

Conclusion

The coronavirus public health crisis has highlighted

and exacerbated the challenges that decades of
underinvestment created in our child care system.
Policymakers must maintain and strengthen our child care
infrastructure for the essential-worker families who need

it during this public health emergency, and for all who will
need it in the future once the emergency is over and parents
can return to the labor market. That means providing safe
care to essential workers and keeping existing providers
whole. A speedy and equitable economic recovery that
works for everyone, especially those hit hardest—including
women, communities of color, immigrant families, families
with low incomes, and people with disabilities—depends on
policymakers providing funding to sustain America’s child
care system during the crisis, which our analysis shows is
conservatively $9.6 billion per month. Nearly 500 national
and state organizations have called on policymakers to
provide at least $50 billion in immediate support for the
child care sector.22 Our analysis estimates that a $50 billion
investment would be depleted if the crisis lasts much longer
than 5 months, at which point more support will likely be
needed.

Finally, while this funding will help fill gaps the system

is experiencing now, it is important to acknowledge the
need for underlying structural changes in the child care
system looking ahead. For too long, families have had to
pay exorbitant out-of-pocket costs for care while child

care providers barely earn enough to make ends meet.
Policymakers should pursue underlying structural changes
to our child care system that ensure all families have access
to high-quality, affordable child care provided by early
childhood professionals who are compensated in line with
the essential service they provide for working caregivers
and children alike.” The crisis has demonstrated the critical
value of child care, and the role it plays as a work support
will continue well after the pandemic.
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