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This study highlights the critical 
underpinning the child care industry 
is to San Francisco’s economic 
stability and future growth.  
Child care:

n  Is an economic driver in San 
Francisco’s regional economy as it 
generates $191 million annually 
and provides 4,415 jobs directly; 

n  Benefits the social infrastructure 
by supporting workers and their 
employers in all industries 
throughout San Francisco –
enabling parents to work 
productively outside the home 
and/or participate in training  
and education programs; and

n  Lays the groundwork for San 
Francisco’s future economic 
success by preparing the next 
generation workforce to be 
healthy, educated, and productive 
in order to be competitive in  
the global marketplace.

To meet the increasing demand  
for child care services and benefit 
the San Francisco economy, all 
stakeholders—public and private 
sectors—must work in partnership  
to create innovative solutions to 
address the barriers that the child 
care industry and its consumers face. 
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FIGURE 2
Direct Employment by Industry,

San Francisco 2003
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FIGURE 1
Gross Receipts by Industry,

San Francisco 2005
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Child Care is a signifiCant eConomiC 
seCtor in its own right

n  The San Francisco child care industry generates $191 million annually 
in gross receipts—more than public relations agencies, graphic design 
services, and nursing care facilities (see Figure 1).

n  The industry directly supports 4,415 full time-equivalent jobs—
employing almost as many people as advertising, and more people 
than investment banking and apparel manufacturing. In terms of 
employment, the industry is 73 percent the size of building construction 
(see Figure 2).

“Every morning parents drop their children off at our child care 
centers, which are at or near their worksites in San Francisco. 
This reliable child care translates into benefits for San Francisco’s 
economy: less absenteeism, less disruption of work schedules, 
less turnover, and happier, more productive workers. High-
quality child care also provides a return on investment by 
promoting a family-friendly city where parents feel welcome 
and children are valued.” 

– Melinda Kanter-Levy 
Director of External Affairs, Marin Day Schools / 

Bright Horizons Family Solutions

the Child Care industry is of eConomiC 
importanCe in san franCisCo

enables parents to participate in san francisco’s 
workforce and upgrade their skills 

n  More than one in ten workers in San Francisco has a child ages birth 
through 13 and lives in a household where all parents work. Together 
these working parents earn $1.4 billion every year. 

“The nature of the Bay Area requires a well-trained workforce that 
has capacity to update their skills and meet the needs of emerging 
industries. That can’t happen, without an affordable and high-
quality child care system.”

– Jim Wunderman 
President & CEO, The Bay Area Council

shortages of high-quality, affordable, and accessible 
child care reduces san francisco’s  economic stability  
and productivity

n  The average annual rate for full-time, licensed, center-based child care  
for an infant is over $13,370 in San Francisco, which is significantly more 
expensive than the in-state undergraduate tuition at San Francisco State 
University ($3,128 for two semesters).

n  Approximately 3,900 children are currently on eligibility waitlists for 
subsidized child care in San Francisco, 87 percent of public preschool 
programs have waitlists, and 80 percent of subsidy-eligible families 
seeking infant/toddler care are unable to find it. 

n  Parents who are transitioning off of welfare into the workforce lose their 
child care assistance when they earn more than $48,408 (single parent 
with one child). However, the self-sufficiency wage for a single parent 
with one child is $50,239 -creating an annual gap of over $1,800.

“Increased investment in child care supports for low-income 
families has had a critical economic impact in San Francisco…
many of the families who were on welfare have entered the 
workforce directly due to child care supports.”

– Trent Rhorer 
Director, San Francisco Human Services Agency



“Early learning begets later learning and early success breeds later success.”

Potential Outcome Variables

“ROI”
Return on

Investment

Turnover
Costs

Employee:
1. Satisfaction
2. Commitment
3. Engagement

Absenteeism:
Dependent care

Sick days
Tardiness

Productivity:
1. Flexible work related
2. Cycle time / operations

3. Time spent at work
on personal issues

Stress
Related
Health

Customer
Service

Source: Shellenback, 
Cornell University, 2004

$10,000

$20,000

$5,000

$15,000

$25,000

0

Years of Investment

0 5 10 15 20

FIGURE 3
Return on a $1,000 Investment,

High / Scope Perry Preschool Program vs. U.S. Stocks

■ Rate of return on investment in the High Scope / Perry Preschool program (16%, over $19,000) 
■ Long-term rate of return on investment in U.S. stocks (7% less than $4,000)  

Source: Rolnick and Grunewald, 2003. Both rates are adjusted for inflation.

has a multiplier effect that supports employee 
productivity across san francisco’s industries

n  Unscheduled absenteeism in 2004 cost businesses nationally an average 
of $610 per employee. Unscheduled absences due to family issues, which 
includes child care breakdowns, accounted for 23 percent of all absences. 
On-site child care and emergency back-up child care are two of the top 
three most effective work-life programs that reduce unscheduled 
absenteeism.

n  Smaller and medium businesses can also benefit from providing cost-
effective child care benefits, such as flexible time scheduling. As Kevin 
Westlye, executive director of the Golden Gate Restaurant Association 
notes, “Employees in the restaurant industry work non-traditional hours 
and therefore need child care available to match their work schedules.  
In many restaurants that means they need child care on evenings and 
weekends. Increasing the availability of child care would allow more 
parents to return to their restaurant employment, especially single 
parents.”

the Child Care industry enables future 
eConomiC suCCess in san franCisCo

helps prepare young children for opportunities in the  
new economy

n Children in high-quality preschool settings show greater language 
development, mathematical ability, reasoning and attention skills, and 
fewer behavior problems in kindergarten than children in lower quality 
care settings.

n Longitudinal studies of child-focused, high-quality education programs for 
low-income children show significant long-term positive benefits for 
children, including higher I.Q., greater school achievement and grade 
retention, and a decreased need for special education. 

“Childhood literacy is the foundation of academic and life success. 
Though San Francisco’s test scores compare favorably with other 
large California districts, we still have work to do: only 36 percent 
of our third graders meet or exceed grade level standards for 
English Language Arts. To improve this figure, I will invest in child 
care programs that prepare young children to learn.”

– Gavin Newsom 
San Francisco Mayor

provides a positive rate of return on investments

n Longitudinal studies show that high-quality programs, particularly  
for low-income children, provide significant economic gains through 
increased earnings and decreased public expenditures on special 
education, juvenile delinquency, adult incarceration, health care, and 
social services. This increases the quality of life for all citizens and reduces 
government spending.

n  The Federal Reserve Bank in Minneapolis analyzed rates of return from 
investing in a model early childhood program for low-income children. 
They found a 16 percent rate of return on investment—considerably 
higher than the long-term return from U.S. stocks of 7 percent  
(see Figure 3). 

n  According to RAND, a nonprofit research organization, universally 
accessible preschool in California, if implemented throughout the state, 
would generate an estimated $2.62 for every dollar invested.

“Initially the Wells Fargo Back-up Child Care Program was 
implemented as an attraction and retention tool; however, 
conservative analysis concludes the program not only pays for  
itself, but provides a return on investment.”   

– Susan Pon-Gee
Work / Life Programs Manager, Wells Fargo



James Heckman, pH.d.,
Nobel Laureate in Economic Sciences and 
Professor at the University of Chicago

Recommendations  
The short term economic benefits to working families and their employers  
are apparent. The long term benefits to human development and the future 
workforce are also obvious. Ultimately, San Francisco’s future economic 
productivity depends upon investment in quality child care as a critical industry 
that must be seen as a significant contributor to the city’s economic 
development.

The child care industry is a good economic development investment, both for 
its direct effects on employment and its relatively high linkage effects on the 
regional economy. Now is the time for government, business, labor, the child 
care industry, and the general public to work in partnership to ensure that:

n  Local businesses are effectively engaged and educated about the return 
on investment from high-quality, affordable child care; advocate for a 
high-quality child care system and early learning infrastructure; and 
provide family-supportive benefits that address the child care needs of 
employees.

n  High-quality child care programs and services are affordable and 
accessible to all families who want and need them.

n  There is a strong supply of qualified, diverse, and well-compensated child 
care / early education professionals.

 

business strategies:

n  Become a San Francisco Child Care Champion and play an active role by:
»  Advocating and influencing public policy at the local, state, and 

national level to ensure a comprehensive and integrated child  
care and early learning system that provides high-quality care  
and education for children ages birth through 13—showing a 
commitment to a strong educational system at all levels.

»   Leading by example and offering cost effective family-supportive 
policies and practices for employees (e.g., back-up child care, resource 
and referral services, on- or near-site child care, reimbursements for 
child care expenses, flexible schedules, etc.).

»  Encouraging and supporting other businesses, large and small,  
to institute workplace policies and practices that are family-
supportive. 

»  Using peer networking strategies that endorse and raise awareness 
about why quality child care and early learning matters to businesses’ 
bottom line -both now and in the future.

»  Participating on the boards of local child care programs, committees, 
and taskforces. 

n  Underwrite the cost of developing a communication strategy (with funds 
or in-kind donations of time and expertise) for the child care industry to 
better engage and educate the business community about the economic 
benefits of child care.

publiC seCtor strategies:

n  Include strong language in the General Plan that prioritizes the 
development of child care facilities in San Francisco.

n Include on-site child care as part of new public developments, such as 
the Transbay Terminal Project. 

n  Target child care subsidies for families whose income is at or below the 
self-sufficiency standard ($50,239 for a single adult with a preschooler).

n  Expand the Developer Child Care Impact Fee to include residential and 
other types of commercial development. This expansion should be in 
accordance with the findings in the forthcoming San Francisco Child 
Care Nexus Study.

n  Support policies that build the capacity of the local higher education 
system to ensure the child care workforce’s education and training 
needs are met.

n  Continue to support child care provider wage enhancement and 
augmentation programs such as WAGES Plus and SFCARES.

n Work with the Office of Economic and Workforce Development to 
develop a comprehensive strategy for business attraction and retention 
that includes child care information into a package of incentives for 
businesses. 

n  Create economic incentives for businesses who offer child care benefits, 
invest in the local child care infrastructure, and / or offer free or below 
market value rent to child care programs.

Child Care industry strategies:

n  Develop a clear communications and outreach strategy that educates 
and engages business leaders and stakeholders about the return on 
investment (ROI) from high-quality, affordable child care.

n  Create a clearinghouse of information about how to develop employer-
sponsored child care and other family-supportive practices and 
benefits. 

n  Work with the Child Care Facilities Fund of the Low Income Investment 
Fund to provide technical assistance to businesses who want to build 
on-site child care programs.

n  Develop an “Economics of Child Care” one-page brief that details  
the true costs of operating and administering a child care business in 
San Francisco.

n  Link with local business leaders to develop a taskforce of San Francisco 
Child Care Champions, who can advocate at the local, state, and 
national level to support public policy platforms and changes that will 
strengthen the child care and early education system.

n  Publicly recognize businesses who are child care champions.

n Create a career path for licensed child care providers to increase 
recruitment and retention of qualified professionals to the industry.

n  Partner with the Small Business Commission to work with the Small 
Business Administration and Neighborhood Economic Development 
Organizations to coordinate and lower the costs of providing training 
to child care providers on business skills.

 For additional recommended strategies, see the full report 
available at www.dcyf.org/cpac.

“Early learning begets later learning and early success breeds later success.”



For more information, contact Citywide Child Care Administrator at
415-557-6773  |  ww.dcyf.org
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