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This report was funded by the following partners:

· Children’s Policy Council of Shasta County

· Shasta College CalWORKS

· Local Child Care Planning Council

· Private Industry Council

· First 5 Shasta Commission 
· Department of Social Services

· Shasta Head Start
REGIONAL AND ECONOMIC SCIENCES

Applied Policy Studies for the Public and Private Sectors

1786 Estates Way, Chico, Ca 95928

(530) 895-3338 or 342-9043   (   Fax: (530) 343-9981
INTRODUCTION

Human Capital Investment and Its Importance
It is important to consider the concept of human capital since children represent our future and investment in them will help us down the line.
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Economists often refer to human capital as investment in education, skills development, and general developments of interpersonal relations skills that allow workers to be more productive. As Karoly suggested, the return on investment in early childhood intervention “…appears to be strong in the domains of cognitive development and educational outcomes.”
 This topic is a relatively new and emerging field in economics.
 There are great potential benefits to individuals and society as a whole if clear and specific attention is paid to ensure high quality early childhood intervention. The result of high quality intervention also spills over into the use of human capital among mothers relying on high quality care while they work. While there are costs in the immediate time period, the long-term benefits are considerable, and those current costs are less than the long run benefits when discounted to the present. 

This is an executive summary of a more in-depth report (An Analysis of Childcare in Shasta County, California) prepared by Regional and Economic Sciences (RES) in fall 2002 and early 2003. The report is based on an analysis of economic impacts, the perspectives of focus groups, and data from various sources.
This report considered the economic impact of formal childcare services (public and private) and of working mothers with children in formal childcare. We ignored informal childcare services, such as those provided by in-home babysitters, neighbors, or relatives who take care of children in their homes, except for those provided by people who receive vouchers from the Shasta County Office of Education (SCOE). The report analyzes the economic impacts on Shasta County if:

1. All formal childcare services provided by both private and public sectors, all vouchers to non-licensed providers, and all jobs for working mothers with children in formal childcare were eliminated.
2. The amount of expenditures for formal childcare services provided by both private and public sectors were doubled, all vouchers to non-licensed providers, and the number of mothers working in Shasta County doubled.
BACKGROUND
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Calculation of Direct Impact of Shasta County Mothers Working

Row

Source

Amount

A

B

C

5

Original IMPLAN Sector 499 

$13,751,000

6

SCOE Childcare 

$3,360,007

7

YMCA Childcare 

$814,888

8

IMPLAN Sector 499 Output (revised) = Row 5 + Row 6 +Row 7 of Column C in this table

17,925,895

$    

 

9

% of Mothers with Children in Formal Childcare Who Are Employed, Shasta Child Care Survey

89%

10

Row 5 x Row 6 = Employed Mothers' Childcare Expenditures

15,954,046

$    

 

11

Employed Mothers' Childcare Expenditures as % Family Income, Shasta Child Care Survey

8.1%

12

Row 7 / Row 8 = Family Income

198,018,744

$  

 

13

 Working Mothers Income = 3/4 Husbands' Income

$84,865,176

The formal childcare sector is an essential part of any local economy. It provides tangible benefits such as creating jobs, enabling parents to re-enter the workforce earlier or remain employed and productive, and contributing millions of dollars to the local economy. It also adds value in terms of a child’s well being (social, emotional, educational), supporting workers, improving the quality of life, and stimulating future economic vitality within the community. 

Despite the advantages of quality formal childcare, some childcare professionals believe it is in short supply. Formal childcare, both private and public, accounts for .7% of the jobs in Shasta County.
 There are concerns in Shasta County that parts of the county have no formal childcare services, especially in rural areas, despite the fact that it is a growth industry. In the U.S., almost 30% of children are in formal childcare.

Many childcare professionals are also concerned about the quality of care available and the economic burden it can place on average income families. According to state of California data, the average cost of care for an infant is 18% of median household income in Shasta County and 20% of median household income in California; care for an infant and an older child is 31% in Shasta County and 34% in California.
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Calculation of Direct Impact of Shasta County Mothers Working

Row

Source

Amount

A

B

C

5

Original IMPLAN Sector 499 

$13,751,000

6

SCOE Childcare 

$3,360,007

7

YMCA Childcare 

$814,888

8

IMPLAN Sector 499 Output (revised) = Row 5 + Row 6 +Row 7 of Column C in this table

17,925,895

$   

 

9

% of Mothers with Children in Formal Childcare Who Are Employed, Shasta Child Care Survey

89%

10

Row 8 x Row 9 = Employed Mothers' Childcare Expenditures

15,954,046

$   

 

11

Employed Mothers' Childcare Expenditures as % Family Income, Shasta Child Care Survey

8.1%

12

Row 10 / Row 11 = Family Income

198,018,744

$ 

 

13

 Working Mothers Income = 3/4 Husbands' Income

$84,865,176

Although California data makes it appear that Shasta County families spend one-third of their income on childcare, the survey data shows a different picture. In fact, data from the Shasta County Child Care Survey Summary Report, conducted for the First 5 Shasta Commission by Duerr Evaluation Resources in 2002, show that among those who pay for formal childcare, childcare expenditures for children less than 5 years old are 8.1% of household income. This is consistent with Blau’s findings for formal childcare expenditures as a percentage of income for the U.S. as a whole.

In an attempt to increase funding for formal childcare, many in the field are now promoting it as a strategy for economic development within the community. Formal childcare is an investment in a community’s present and future economic growth. This summary will show, in terms of dollars, the impact formal childcare (or lack of it) has on Shasta County’s economy. 

Indicators of Quality Childcare
The following is based on information provided by the National Association for the Education of Young Children (NAEYC) and a review by Alice Honig recently published in Handbook of Parenting (2002).

Over 30 years of empirical research has concluded that high quality childcare is related to positive child outcomes and a decrease in public expenditures over a lifetime. Honig estimates government savings of $25,000 for every $12,000 spent on quality early childcare.
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The most consistent and robust relationships between childcare variables and child outcomes are group size and caregiver/child ratio (all groups of children should have at least two teachers), and caregiver qualifications (training in early childhood education/development is highly predictive of positive child outcomes, e.g., language development and positive social behavior).

The NAEYC lists four other quantifiable indicators of quality care that are required for accreditation by their organization: curriculum, physical environment, health and safety, and nutrition and food service criteria.

Honig proposes additional factors affecting quality early childcare. While these are not as easily measured as the variables discussed above, they indicate that quality of childcare is a complex issue affected by a host of factors. 

· Family demographic variables: cost, mode of childcare, family beliefs, and cultural variables

· Child variables: child temperament, gender, and health

· Staff and facility factors: size of facility and group size, facility hours of operation, reliability and stability of childcare staff
SHASTA COUNTY DEMOGRAPHICS AND CHILDCARE

The Base Economy
Historically, Shasta has been a natural resources extraction county. Timber, minerals, and more recently water from Shasta Lake have served as the basic economic activities in the county. Since the decline in the timber industry, the county has targeted three economic sectors:

· Manufacturing of medical devices 

· Telecommunications  

· Manufacturing of industrial machinery

“Shasta County has been moving away from a timber-based economy to one in which retail and services, especially health services, are central. Many of these jobs pay low wages and finding affordable, quality childcare is a major challenge for families, especially those who live in the outlying areas. In the eastern part of the county, licensed childcare is especially scarce; parents tend to rely on care provided by relatives and friends.”

According to County Snapshots, “…services, retail trade and government industries dominated the County's total employment. Services accounted for the largest share, almost 31% of all employment, with the largest concentration of jobs in the health services sector. Shasta County has become the main medical service hub north of Sacramento, with two major medical centers, a rehabilitation hospital, and numerous specialized clinics and facilities.”
 The largest non-governmental employers in 2002 in Shasta County were Aggregate Products Company, Bridge Bay Resource and Marina, Lassen Canyon Nursery, Inc., Mercy Medical Center, Redding Medical Center, Mayers Memorial Hospital, Northern California Rehabilitation, Sierra Pacific Industries, Wal-Mart, and Win-River Casino Bingo. “In 2000, the services, retail trade, and government industries dominated Shasta County employment. Together these three industries account for 72% (43,700) of the total employment (60,500) in the county.”
 Other industries that increased Shasta County's total employment during 2000 include construction and mining, manufacturing, transportation, and public utilities. Industry projections for 1997-2004 forecast that 81% of the non-farm job growth in Shasta County during the seven-year period will be in services, government, and retail trade. 
People
As of 1999-2000, approximately 163,256 persons resided in the county. The annual growth rate of population is approximately 11%.
There are 16,196 (51%) children (0-13) living with working parents (broken down as follows):  

(  10,859 (55%) children 6-13.
(    5,337 (45%) under 6 years of age.
Families with children 0-5 headed by single parent – 36%.

Licensed Child Care Supply in Shasta County
There are 16,196 children in Shasta County needing childcare, but only 4,239 licensed childcare slots. Consequently, licensed childcare supply meets only 26% of the estimated need for licensed care for children of all ages.11
 
Note that the 48% increase in slots for infants, shown in Table 1, is at least partially due to the expansion of Early Head Start, which provides care for 0 to 3 year olds. The negative changes in slots may be due to workers leaving the industry due to low wages.
Table 1

	Facilities
	1998
	2000
	% Change

	
	
	
	

	Childcare Centers
	62
	56
	-10%

	Slots for infants
	116
	172
	 48%

	Slots: Ages 2-5
	1,792
	1,536
	-14%

	Slots: Ages 6+
	931
	1,199
	 29%

	
	
	
	

	Family Care Homes
	150
	129
	-14%

	Slots for all ages
	1,362
	1,332
	 -2%


Cost of Childcare

Figure 1 shows that childcare expenditures for a median income family would be almost one-third of family income if they were paying the average cost of formal childcare. Note that this is not based on actual payments made by households with median income. Instead, it is based upon what they would have to pay if they paid the average cost of formal childcare in Shasta County. A local survey and a national survey both show that parents, who pay for childcare, spend on the average about 8% of their income on childcare.
Figure 1
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Cost of Childcare & Median Annual Household 

Income in Shasta County & California, 2000
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Source: http://www.rrnetwork.org/uploads/1012952297.pdf

Economic Impacts

Methodology

RES used Input-Output Analysis to estimate how much every dollar spent by the childcare industry impacts Shasta County economically. It predicts how and to what degree that money affects other areas of the local economy. This type of analysis demonstrates the interdependence between various local industries (sectors), households, and government institutions. There are 528 sectors used with IMPLAN to develop multipliers (effects that flow through parts of an economy). For a particular industry, multipliers estimate three components of total change within the local area: (1) Direct effects represent the initial change in the industry, (2) Indirect effects are changes in inter-industry transactions as supplying industries respond to increased demands from the directly affected industry, and (3) Induced effects reflect changes in local spending that result from income changes in the directly and indirectly affected industry sectors.12
 
Childcare
RES used IMPLAN to determine the impact of (1) eliminating licensed childcare services and (2) doubling the licensed childcare services in Shasta County. RES chose to double the expenditures for childcare instead of using a small percent change in expenditures to avoid dealing with changes in fractions of jobs. There were 570 licensed part-time and full-time childcare jobs in 1999 in Shasta County. The average wage was $13,538. There are three relatively large, licensed childcare providers, Head Start, SCOE, and the YMCA, and there are approximately 180 relatively small, licensed childcare providers in Shasta County.
Table 2 contains an economic summary of licensed childcare in Shasta County using 1999 data. For purposes of comparison, the last row of this table shows an economic summary of all industries in Shasta County.
(
Economic Impacts of No Childcare Sector 

· 570 jobs in the childcare sector and 259 jobs in other industries will be eliminated.  

· Employee compensation will decrease by $7.7 million in childcare and by $6.4 million in other industries. 

· It will decrease proprietors’ income and other property income in all industries by $1.5 million and $3.9 million, respectively.  

· In all industries indirect business taxes, which include property, sales, and excise taxes, will decrease by $1.2 million   
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Jobs, Output, and Income in Shasta County, California, 1999

Row

Industry

1

Jobs

2

Percent 

of  Total 

County 

Jobs

Employee 

Compensation

Industry    Output

Proprietors' 

Income

Other Property 

Income

Indirect 

Business Taxes

A

B

C

D

E

F

G

H

I

5

Sector 499 Childcare Services

3

332

0.4%

$4,455,000

$13,751,000

$0

$377,000

$143,000

6

SCOE Childcare Services

4

133

0.2%

$2,568,773

$3,360,006

$0

$92,119

$34,942

7

YMCA Childcare Services

105

0.1%

$692,655

$814,888

$0

$22,341

$8,474

8

All Licensed Childcare (Row 5 + 6 + 7)

570

0.7%

$7,716,428

$17,925,894

$0

$491,460

$186,416

9

All Industries in Shasta County

81,970

100.0%

$2,032,910,000

$6,248,820,000

$466,746,000

$960,436,000

$272,205,000

1. An industry is a specific branch of manufacturer, trade, or service such as the automobile industry or the child day care services.

2. Both part-time & full-time jobs are included in this column.

3. This row shows the childcare services contained in IMPLAN Sector 499 before RES revised it to include SCOE & YMCA childcare services.

4. This row shows the part of SCOE expenditures that are for childcare programs managed and funded by SCOE.


(
Economic Impacts of Doubling the Childcare Sector 
· 570 jobs in the childcare sector and 259 jobs in other industries will be created.

· Employee compensation will increase by $7.7 million in childcare and by $6.4 million in other industries. 
· It will increase proprietors’ income and other property income in all industries by $1.5 million and $3.9 million, respectively.  

· In all industries indirect business taxes, which include property, sales, and excise taxes, will increase by $1.2 million. 

SCOE Vouchers to Non-Licensed Childcare
RES used IMPLAN to forecast the impact of (1) eliminating all SCOE vouchers to non-licensed childcare providers and (2) doubling all SCOE vouchers to the non-licensed providers. About 800 providers in this group received $4.7 million in 1999. Generally, these providers take care of relatives or friends.
· Economic Impacts of Eliminating Vouchers
· Will eliminate 882 jobs in all sectors. 
· Employee compensation will decrease by $15.3 million in all industries.

· It will decrease proprietors’ income and other property income in all industries by $1.8 million and $4.6 million, respectively.  

· In all industries indirect business taxes, which include property, sales, and excise taxes, will decrease by $1.4 million. 

· Economic Impacts of Doubling Vouchers
· 882 jobs will be created in all sectors.  
· Employee compensation will increase by $15.3 million in all industries.

· It will increase proprietors’ income and other property income in all industries by $1.8 million and $4.6 million, respectively.  

· In all industries indirect business taxes, which include property, sales, and excise taxes, will increase by $1.4 million. 

Working Mothers’ Income
Assuming working mothers can only earn income if they have formal childcare then their income is part of the economic impact of childcare. The impact on the local economy of mothers who work is far greater than that of childcare services. Table 3 shows how we calculated the $85 million in total income for working mothers.


If we assume that the average working mother’s income equals three-quarters of Shasta County’s median income, then the average working mother’s income is about $26,000. Dividing $85 million by the average mother’s income yields 3,264 working mothers. Thus, formal childcare allows approximately 3,300 more women to hold jobs in Shasta County.
If we double the number of working women, 1,843 jobs will be created in all industries, which increase total county employment by about 2.2%. (The 1,843 jobs does not include the working mothers’ jobs.) This is based on the assumption that (1) working mothers with children in childcare would not be able to hold jobs without the formal care, and (2) they can find jobs in Shasta County. Women who drop out of the labor force to care for children suffer future income losses when they return to work. Consequently, the $85 million economic impact may be underestimated.

(
Economic Impacts of No Mothers Working

· Will eliminate 3,264 working mothers’ jobs.
· Will eliminate 1,843 jobs in addition to working mothers’ jobs. 

· Employee compensation in all industries will decline by $37.0 million.  

· Proprietors’ income will decline by $6.6 million and other property income will decline by $16.9.  

· Indirect business taxes, which include property, sales, and excise taxes, will decrease by $5.3 million.

· Economic Impacts of Doubling Mothers Working

· The number of working mothers will increase by 3,264.
· Will add 1,843 jobs in addition to working mothers’ jobs.
· Employee compensation in all industries will increase by $37.0 million.  

· Proprietors’ income will increase by $6.6 million and other property income will increase by $16.9.  

· Indirect business taxes, which include property, sales, and excise taxes, will increase by $5.3 million.

An Organizational and business perspective
    of childcare
RES used focus groups and telephone interviews to collect data from four sectors of the community in Shasta County: 

· Large industrial employers

· Community, educational, and health-related organizations

· Small business owners

· Community organizations serving the needs of rural Shasta County
Large industrial employers; community, educational, and health-related organizations; and, small business sectors cited the following obstacles:

· Difficulty in making a profit and/or making quality care affordable to parents and employers.

· Liability/safety of environment/insurance.

· Space/housing.

· Licensing issues/difficulty in getting license.

· Management of childcare staff/skilled staff to provide daycare.

· Resentment by non-parent employees who would view this as a benefit they do not receive.

· Identifying who would take the lead role in establishing on-site or near-site childcare.

· Interruption of worker productivity.

· Cost of hiring an RN if sick child services are provided.

Obstacles in providing childcare unique to the rural sector:

· Parents have a difficult time finding childcare they can afford. 
· Sparse population density.

· Parental lack of education about what constitutes quality childcare.

Benefits of on-site or near-site childcare:

· Build/improve employee loyalty/morale.

· Recruitment and retention of qualified employees.

· Increased employee productivity.

· Economic growth in community.

· Decreased rates of employee absenteeism and use of sick leave.

· Reduced employee distractions, such as worry about child safety.

Summary

Expenditures on high quality childcare are investments in human capital. While there are costs in the immediate time period, the long-term benefits are considerable, and those current costs are less than the long-term benefits when discounted to the present.

Jobs in licensed childcare account for only .7% of all jobs in Shasta County. This is a highly labor intensive industry with wages for most workers at or close to the minimum wage. The impact on Shasta County of approximately 3,300 mothers who work is far greater than the impact of the childcare services on the county. (Note that this assumes these mothers would not work without licensed childcare.) If we double childcare services, SCOE vouchers to non-licensed providers, and the number of women working with children in childcare, there will be 570 more jobs in childcare, 3,300 more mothers will hold jobs, and the multiplier will create almost 3,000 jobs in other industries, increasing the total number of jobs in Shasta County by about 4.3%. (Note that this assumes that 3,300 more women can find jobs in Shasta County.) This is based on the assumption that working mothers with children in childcare would not be able to hold jobs without the formal care. Although this likely biases the impact upward, we did not count other benefits. It is well known that women who drop out of the labor force to care for children suffer future income losses when they return to the labor force. Since we did not count the benefits of higher future income for working mothers, we may have underestimated their impact.
Large industrial employers and community, educational, and health-related organizations agree that providing on-site or near-site childcare would be beneficial and valuable for the recruitment and retention of employees.  
However, views are divided as to whose responsibility it is to provide and support childcare to workers. Large industrial employers viewed it exclusively as a parental responsibility. Their most pressing personnel problem has to do with the relatively small pool of skilled employees in Shasta County. Yet, most of 
these employers were receptive to the idea of future discussion regarding how they might collaborate with private sector childcare providers or non-profit agencies to make reliable childcare more available to their employees.

The majority of the human resource managers representing community, educational, and health-related organizations viewed childcare as a joint responsibility of both parents and employers. 

The rural sector of Shasta County faces unique obstacles. Lack of licensed care by qualified providers is the most urgent problem. Such care needs to be affordable for parents working for low wages and be located within a reasonable commute from their homes and places of employment. Again, this group echoed the need for infant, toddler, and sick children care.  

SUGGESTED NEXT STEPS

Using the findings in this report it may be worthwhile for those interested in expanding high quality childcare to consider these steps:

1. Increase the dissemination of the needs for and the value of quality childcare in the county through media advertising. 

2. Focus on the value of quality childcare to attract new industry to the county during business recruitment efforts outside the county.

3. Develop public-private partnerships focusing on the use and needs of childcare in the county. Such groups can discuss ways to help resolve some of the challenges in building higher quality and more frequent childcare in the county. 

4. Promote human capital development for working women and for children in formal childcare environments as expansions of the economy in Shasta and as a long-term social benefit investment in the children of Shasta County.
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An Executive Summary of an Analysis of Childcare





Shasta County, California





. . . children represent our future and investment in them will help us down the line.





Formal childcare is not a cost but an investment in a community’s present and future economic growth.





       Working mothers in Shasta County earn about $85 million with the current level of childcare. 


      The impact on the local economy of mothers who work is far greater than that of childcare services..





      Since many jobs in Shasta County are in retail services and health care, there is a need for childcare services during non-traditional hours.


      From 1998 to 2000, requests for care during non-traditional hours more than doubled (from 11% to 23%).





Employers and community agencies are in agreement that reliable, quality childcare is beneficial to all—the community, employers, and families.





From 1998 to 2000, requests for care during non-traditional hours more than doubled (from 11% to 23%). 





Since many jobs in Shasta County are in retail services and health care, there is a need for childcare services during non-traditional hours.
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� Source: 1999 database for IMPLAN Sector 499 with the addition of data for SCOE and YMCA childcare programs.


� David M. Blau, The Child Care Problem and Economic Analysis, New York, NY: Russell Sage Foundation, 2001, p. 20.
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article.php?ID=624
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