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“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 and CEO, The Bay Area Council



This report is a tool to begin bridging the gap between 
economic development planning and the needs of working 
families with children. Policymakers, business leaders, urban 
planners, and a host of other community leaders are already 
discussing ways to improve the economic vitality and quality 
of life for families in San Francisco. This report demonstrates 
that child care is a critical component for any comprehensive 
plan for sustained economic development, and shows that 
businesses in particular have a vested interest in ensuring that 
there is a high-quality and affordable local child care system.

The formal child care industry in San Francisco encompasses 
the range of programs designed to nurture, support, enrich, 
and educate children from birth through age 13 outside of 
traditional education in kindergarten through twelfth grades 
(K-12). The child care industry has two main functions, both of 
which have changed significantly over time, and both link the 
industry to the economy.

The first function of the child care industry is to enable  
parents to maintain employment or obtain additional training 
or education. In traditional American child-rearing models, 
parents were solely responsible for the care and education of 
their own young children during the workday. Single parent 
working families and families with two working parents were 
rare. For families who did have two working parents or a single 
working parent, care and education was generally entrusted to 
relatives, neighbors, and friends. Today, the majority of children 
live in families in which all parents work, and one in ten labor 
force participants in San Francisco is a parent living in a 
household in which all parents work.1 

1 U.S. Census Bureau. Census 2000.
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The other major function of the child care industry is to 
provide developmentally appropriate learning opportunities 
for children. The research and public will surrounding the 
education and developmental needs of young children have 
increased dramatically over the last two decades. Many more 
parents now require early education and out-of-school-time 
programs as part of their children’s education. For children 
from birth through age five, quality programs help them 
to develop core skills and competencies that prepare them 
for future success in traditional K-12 education. For children 
ages 6 through 13, before- and after-school programs 
ensure children’s safety while often also providing enriching 
educational activities outside of the traditional school 
curriculum and enabling school-age children to develop  
much-needed leadership skills. 
 
The child care industry is also a vital component of San 
Francisco’s economy, providing financial benefits in three 
main ways. First, the child care industry plays a significant 
role in enabling employers to attract  and retain employees 
and to increase productivity by reducing employee turnover 
and absenteeism. Like transportation and housing, without 
accessible, affordable child care, employees may experience 
barriers to working, and their employers and the economy as  
a whole suffer.

Second, child care is a major industry in San Francisco. 
Research presented in this report demonstrates that child 
care is a significant income-generating, job-creating industry 
sector, contributing similar annual gross receipts to many 
other industries in the City and County, including nursing 
and residential care facilities and scientific research and 
development. In addition, child care directly employs a similar 
number of people as advertising agencies and investment 
banking and securities dealing.2   

Third, quality child care programs ensure a strong economy 
in the future by preparing children for success in school and 
in life, so they can be skilled participants in an increasingly 
competitive global economy. Recent research on early brain 
development demonstrates that, far from being a luxury, care 
and education for children from birth through age five is a 
vital service, improving children’s health, school readiness, and 
contribution to society.3 The quality of child care opportunities 
is linked to positive outcomes in school for children in all 
income brackets, though studies have shown particularly 
striking findings in children from low-income families. Three 

2 See Section 3 for further discussion of 
results and methodology.

3   J.P. Shonkoff and D.A. Phillips, Editors. 
From Neurons to Neighborhoods: 
The Science of Early Childhood 
Development. Washington, D.C.: 
National Academies Press, 2000.

4 Some child care centers operate at 
multiple sites. This number represents 
the number of licenses not the number 
of child care establishments. These 
centers include CDE-CDD funded 
programs and Head Start programs.

5 Center-based exempt providers and 
license-exempt providers who do not 
receive vouchers are not included in 
this number. License-exempt home-
based providers receiving vouchers 
are required to undergo a fingerprint 
background check.
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separate longitudinal studies of targeted, intensive intervention 
programs for low-income children have indicated significant 
positive long-term outcomes in areas such as grade repetition, 
special education needs, juvenile criminal activity, and adult 
welfare participation. Children who participated in these 
programs are also more likely to have a skilled job or be in 
post-secondary education at age 21. These effects reduce 
future public spending in such areas as K-12 education, 
remedial and special education, criminal justice and welfare 
assistance. Similarly, after-school programs can reduce the 
likelihood of costly negative outcomes in school-age children 
such as juvenile delinquency and smoking, alcohol, or drug use. 
 
This report analyzes the significance of the child care industry 
to San Francisco’s economy. Specifically, this report: 

n  Describes demographic and economic trends and their 
implications for San Francisco’s child care industry

n  Quantifies the direct economic impact that the child care 
industry currently has on the economy of San Francisco 
through gross receipts and direct employment

n  Discusses economic development and business benefits 
of child care, including bottom-line returns for individual 
businesses and substantial returns on targeted public 
investment 

n  Provides recommendations for building the capacity and 
sustainability of high-quality, affordable child care 

deFininG THe ForMaL cHiLd care 
indUSTry

The Formal child care industry
All of the establishments captured in the formal child care 
industry for this report are either a) required by law to 
meet minimum health and safety standards set by the state 
legislature and regulated by the California Department of  
Social Services, through the Community Care Licensing  
Division or b) license-exempt providers receiving public funds 
via child care vouchers. 

For the purposes of this report, formal child care 
establishments include: all full-day and part-day private 
licensed child care programs, Head Start and Early Head 
Start programs, child development programs funded by the 

California Department of Education – Child Development 
Division (state preschools, latchkey programs and general child 
development centers), licensed family child care homes and 
license-exempt home providers who receive public vouchers. 

There are approximately 883 licensed child care facilities in  
San Francisco, including:

n 570 licensed family child care homes
n 300 licensed child care centers4 
n 13 special education public preschool programs

In addition, there are 1,179 license-exempt home providers 
receiving vouchers in San Francisco.5

child care arrangements not included in the  
analyses of this report
For a number of reasons (financial, cultural, logistical, etc.), 
many families use informal child care arrangements, such as 
care outside the child’s home in a relative’s home or care that 
is provided by a nanny or babysitter. These arrangements 
are unregulated and they lack accurate data about the cost, 
enrollment, and staff.  The analyses in this report also exclude 
license-exempt out-of-school time programs for school-age 
children. Although these child care arrangements are widely 
used, and also add much to the economy, it is difficult to 
ascertain their impact. The formal child care industry is easier 
to capture economically (e.g., the sector is subject to taxes, 
state regulations, credentials, etc.), therefore this report 
focuses primarily on formal child care. By including only formal 
child care arrangements, this report’s findings are conservative 
estimates of the total impact that child care has on the 
economy.

oUTLine oF THe rePorT

Following this introduction, section two describes the 
demographic and economic profile of San Francisco and 
the implications for the child care industry. Section three 
analyzes the overall economic effects of the child care 
industry as measured by industry earnings, employment 
and current levels of government investment. Section four 
explores the links among child care, business, and economic 
development. Finally, section five considers future implications 
for the San Francisco’s economy, and makes conclusions and 
recommendations.
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  U.S. Census Bureau. Census 2000.

“Early learning begets later learning and early success breeds later success.”
James Heckman, pH.d.,

Nobel Laureate in Economic Sciences and 
Professor at the University of Chicago



San Francisco’s demographic and economic trends have 
significant implications for the child care industry. This section 
gives a brief overview of these trends, including: population 
shifts; labor force characteristics; employment demands; and 
the cost of child care, and discusses the implications of the 
trends for the child care industry. 

PoPULaTion SiZe and 
cHaracTeriSTicS

San Francisco is the 4th largest city and 12th largest county  
in California with almost 795,180 residents in 2004 (see  
Figure 1).6 However, San Francisco is not growing as rapidly  
as other counties in the Bay Area. From 1990 to 2004,  
San Francisco added 71,180 residents, increasing by only 10 
percent, which is significantly slower than the total Bay Area 
population increase over the same time period—17 percent.7  

Historically, migration has been the primary driver of 
population growth in San Francisco. From 1980 to 2003, 
natural population increase (the difference between births and 
deaths) accounted for just one-third of population growth and 
net migration accounted for two-thirds.8 In 2003, there were 
8,659 births in San Francisco and projections indicate that by 
2013 the number of annual births will drop to 7,592.9  

San Francisco’s children
San Francisco has the lowest per capita number of children of 
any city in the country. Children under age 18 account for just 
14.6 percent of San Francisco’s general population.10  

S e c T i o n2 Demographic and 
Economic Profile of 
San Francisco

6 U.S. Census Bureau. Quick Facts,  
San Francisco County, 2000. State of  
California, Department of Finance.  
E-1 City / County Population Estimates,  
January 1, 2004 & E-4 City / County  
Population Estimates, January 1, 1990. 

7 Ibid.

8 State of California, Department of 
Finance. California County Population 
Estimates and Components of Change, 
July 1, 2000-2003; Updated Revision of 
Historical County Population Estimates 
and Components of Change, July 1, 
1970-1989; Updated Revised Historical 
County Population Estimates and Com-
ponents of Change, July 1, 1990-1999.

9 State of California, Department of 
Finance, Demographic Research Unit, 
Historical and Projected Births by 
County, 1990-2013, with Births by  
Age of Mother and Fertility Rates, 
September 2004.

10 State of California, Department of 
Finance, Demographic Research Unit, 
Historical and Projected Births by 
County, 1990-2013, with Births by 
Age of Mother and Fertility Rates. 
September 2004.

FIGURE 1
Top Ten Largest Cities in California, 2004
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Currently, 12 percent of San Francisco’s more than 795,000 
residents are children ages birth through 13, the age group 
that most typically uses child care services (see Figure 2). This 
proportion is dramatically lower than the statewide proportion 
of children of that age group—21 percent.11    

Population projections indicate moderate growth in the 
number of young children. According to the State of California 
Department of Finance, San Francisco’s population is projected 
to grow to 820,000 residents by 2020, a five percent change 
from 2000 to 2020.12 However, the population of children who 
attend child care programs, those ages birth through 13, is 
projected to increase 12 percent over the same time period.13 
 
In 2004, there were 91,886 children ages birth through 13, 
including 38,116 infants, toddlers and preschoolers (ages zero 
through four) and 52,770 school-aged children (ages 5 through 

13).14 Also, there were 52,542 children ages birth though 13 
with all parents in the labor force.15  

One in seven children citywide lives with relatives other than a 
parent.16 In addition, one in four families with children in San 
Francisco is a single-parent family, which is similar to state and 
national averages—26 percent and 27 percent respectively. 
In 2000, there were almost 14,000 single-parent families with 
children in San Francisco.17 Single-parent families rely heavily 
on child care for labor force participation. It is important to 
note that Census categories may not adequately reflect the 
diversity of family types in San Francisco, including gay and 
lesbian families with children.

diverSiTy

San Francisco is one of the most racially and ethnically diverse 
cities in the country, and demographics indicate a continuing 
increase in racial and ethnic diversity, particularly for young 
children. In comparison to San Francisco’s general population, 
ethnic and minority groups account for a larger percentage of 
children ages birth through age four.18 In particular, children 
(ages birth through four) are significantly more likely to be 
Hispanic/Latino or African American/Black than the general 
population (see Figure 3).19 Nearly 30 percent of all children 
under age five are Asian/Pacific Islanders. They compose the 
highest percentage of the non-white, racial and ethnic groups 
of children.”20

 
Twelve percent of kindergarten children attending public 
schools in San Francisco are English language learners.21   
The majority of English language learners entering 
kindergarten in San Francisco speak either Spanish or 
Cantonese, but English language learners also include a 
number of Mandarin-, Tagalog-, Vietnamese-, Russian-,  
and Arabic-speaking children.22  

Success in school varies greatly by race and ethnicity. Only 
17 percent of African American students and 23 percent of 
Latino students successfully complete course requirements for 
UC/CSU admission, compared to 50 and 56 percent of White 
and Asian students respectively.23 High school graduation rates 
show a similar trend.24 Evidence suggests that high-quality and 
culturally appropriate child care programs are needed to help 
close this achievement gap.25 

11 U.S. Census Bureau. County Estimates 
By Demographic Characteristics, July 1, 
2003. Numbers are updated to 2004 
by using State of California Department 
of Finance provisional estimates for 
total county population. July 1, 2004.

12 State of California Department of 
Finance. County Population Projections 
with Age, Sex, and Race / Ethnic Detail, 
July 1, 2000-2050 in 10 Year  
Increments.

13 Ibid.
14 Ibid.
15 Ibid.  
16 U.S. Census Bureau. Census 2000.
17 Ibid.

18 U.S. Census. Estimates by Race and 
Ethnicity, San Francisco County; 2003.

19 Ibid.
20 Ibid.
21 California Department of Education. 

Data Quest: Language Census Data, 
San Francisco; 2003-2004. 

22 Ibid.

23 California Department of Education.  
As cited by the Department of Children, 
Youth and Their Families, City and 
County of San Francisco in the 2005 
DCYF Community Needs Assessment.

24 Ibid.
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FIGURE 2
Population by Age, San Francisco, 2004
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Efforts to increase the supply of high-quality and culturally 
appropriate child care programs are needed to ensure that 
all children enter school prepared to succeed. Furthermore, 
emerging research suggests that high-quality programs 
that promote parental engagement are especially critical for 
children who are English language learners.26  

In addition to many diverse cultural backgrounds, San Francisco 
has a wide array of family types, including gay and lesbian 
families with children and blended families with children. This 
requires child care programs with staff that are sensitive to 
these families and their children.

The following are some examples of how San Francisco is 
already addressing the increased diversity of the city’s young 
children, though much more can be done to improve child 
care programs in San Francisco so that they meet the needs 
of its children. Wu Yee Children’s Services conducts family 
child care training in Cantonese, and staff are fluent in several 
Chinese dialects. Children’s Council of San Francisco offers all 
resource and referral (R&R), subsidy payment and provider 
training in both Spanish and English. Both resource and referral 
agencies in the city produce materials in English, Spanish, 
Chinese, and Russian.27 City College also offers early childhood 
classes in Spanish, Cantonese and Mandarin, and they 
provide the classes in local community based organizations in 
neighborhoods throughout San Francisco: Chinatown, North 
Beach, the Mission and Visitacion Valley. City College also 
provides career counseling and outreach for those interested in 
joining the field or staying in the field. To do so they have hired 
multi-lingual specialists that work within diverse communities 
providing information around child care.28  

HoMeLeSSneSS

There are over 15,000 homeless people in San Francisco, of 
which 3,000 are chronically homeless.29 In 2002-2003, the 
centralized intake agency for homeless programs funded by the 
San Francisco Department of Human Services identified over 
1,400 homeless children living in San Francisco.30 Homeless 
children are particularly at risk, and high-quality child care 
programs that are accessible for homeless children are critical 
to ensure that they have an equal opportunity to succeed in 
school and in life.

FIGURE 3
Race and Ethnicity, General Population and 

Children Ages 0-4, San Francisco, 2003

■  Children Ages 0-4   ■  General Population  
*  Non-Hispanic

10% 20% 30% 40% 50%0%
Number of Residents

in millions

White*

 
Asian, Native Hawaiian, 

other Pacific Islander*
 

Hispanic  

Black / African American*

Other*

25 The Woodrow Wilson School of Public 
and International Affairs at Princeton 
University and The Brookings Institu-
tion. The Future of Children; School 
Readiness: Closingg Racial and Ethnic 
Gaps. Vol 15, No. 1; Spring 2005.

26 Children Now. “English Language 
Learners, Immigrant Children and 
Preschool for All: The Importance of 
Family  Engagement, An Issue Brief 
Series;” December 2004.

27 California Child Care Resource and 
Referral Network. The 2003 California 
Child Care Portfolio.

28 Interview. Stephen Santos Rico,  
City College. The National Economic 
Development and Law Center.  
July 2005.

29 San Francisco 10 Year Planning Council. 
The San Francisco Plan To Abolish 
Chronic Homelessness, 2004. The U.S. 
Department of Housing and Urban 

Development defines “chronically 
homeless” as “an unaccompanied 
disabled individual who has been 
sleeping in one or more places not 
meant for human habitation or in one 
or more emergency homeless shelters 
for over one year or who has had four 
or more periods of homelessness over 
three years.”

30 Coleman Advocates for Children and 
Youth. Facts About SF Kids: Homeless-
ness, State Fiscal Year 2002-2003.
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TranSPorTaTion

Child care and transportation are both critical elements of a 
strong economic infrastructure and both enable families to 
work and access community services. Barriers to transportation 
or child care limit economic and educational opportunities for 
San Franciscans.

Transportation issues remain a major barrier to quality of life 
for local residents. In fact, according to the 2001 Bay Area Poll, 
the most frequently cited “number one problem” in the Bay 
Area was transportation.31 In 2003, the mean travel time in  
San Francisco was 29 minutes.32 Approximately 20 percent 
of San Francisco’s employed workers commuted outside the 
county in 2003—almost 83,000 people.33 A high percentage of 
parents who spend long periods of time commuting increases 
the need for child care that extends beyond the traditional 
workday hours. Also, approximately 281,000 people commute 
to San Francisco from surrounding areas, accounting for 47 
percent of the city’s daily workforce.34 While more research is 
needed on the child care preferences of commuting parents, 
some prefer child care options close to where they work, 
increasing the demand for child care options in downtown 
San Francisco and near transit hubs. One reason why some 
commuters may choose to have child care in the city where 
they work is that they want to be close to their children, 
especially in the event of an earthquake or other emergency.

Local public transportation is not accommodating to families 
commuting with small children. Specifically, few public 
transportation options exist that are friendly for children in 
strollers, especially infant carriers. Transit with level boarding 
options will improve accessibility to families. The Women’s 
Foundation of California also recognizes the importance of 
transit options for women and children. As they write, “Transit 
agencies should… consider the extra physical space that 
women need in order to travel with their children close at  
hand and to stow packages securely and within reach.”35   
The foundation also recognizes the importance of co-locating 
child care, health care and affordable housing at transit hubs.36  

The vast majority of new affordable housing developments 
in the city are being located near transit hubs, and often 
child care capacity is being built on or near these housing 
developments. Child care that is built near transit hubs may 
also improve public transit ridership. A survey of parents at 

31 Bay Area Alliance. State of the Bay: 
A Regional Report, January 2003-
Revised May 2004.

32 Metropolitan Transit Commission. 
Commute Profile, 2001—updated to 
2003. www.ncccsf.org/BAAreport/ 
downloads/3a-Commute-Mode-Time.xls.

33 Local Workforce Investment Board for 
the City and County of San Francisco. 
Research Brief: Ten Things to Know 
About San Francisco’s Economy and 
Employers. February 2003.

34 Ibid. 

35 The Women’s Foundation of California. 
Women in Transit: Analyzing Gender for 
Transportation Justice. October 2004. 

36 Ibid.
37 Bay Area Economics. Linking Develop-

ment and Child Care: A Toolkit for 
Developers and Local Government. 
2005.

38 San Francisco Office of the Controller. 
Preliminary Findings from San Francisco 
City Survey 2005. As cited by the 
Department of Children, Youth and 
Their Families, City and County of San 
Francisco in the 2005 DCYF Community 
Needs Assessment.
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Santa Clara Valley Transit Authority’s Tamien Transit Station 
Child Care Center in San Jose, found that 25 percent of parents 
with children at the center used public transit when only  
3 percent of residents countywide used public transit.37  
 

WorKinG ParenTS

San Francisco is struggling to retain families with children.  
In a survey of San Francisco residents, an alarming 44 percent 
of parents with children under age six say they are “very likely” 
or “somewhat likely” to leave the city within the next three 
years.38 A shortage of families with children has detrimental 
economic effects on the city. Parents make up a significant 
percentage of the local workforce. Also, parents pay a 
significant amount in taxes and contribute to the overall quality 
of the city. San Francisco Mayor Gavin Newsom recognizes 
the value that families with children offer the city: ”We simply 
cannot be the city without children – without families.”39   

In another survey of parents, school quality topped the list 
of parent’s suggestions for how to improve San Francisco for 
families with children.40 Increasing the quality of the entire 
education system, including child care will make San Francisco 
more family-friendly.

In 2004, an average of 426,900 San Francisco residents 
participated in San Francisco’s labor force.41 More than one 
in ten labor force participants who live in San Francisco is a 
working parent with a child under 14 living in a household 
where all parents work.42 Female labor force participation, 
a key indicator of child care need, is significantly higher in 
San Francisco than in the state, 62 percent and 55 percent 
respectively.43

The majority of the county’s children live in households where 
all parents are in the labor force (see Figure 4).44 Almost 
58 percent of children ages birth through age five live in 
households where all parents participate in the labor force. 
Likewise, over 63 percent of children in San Francisco ages  
6 through 13 live in households where all parents work.45  

San Francisco has the second-highest percentage of licensed 
child care supply per child of working parents of any county 
in California.46 However, with approximately 281,000 people 
commuting into San Francisco each day for work, San 

20%

40%

60%

10%

30%

50%

70%

0%

Children Ages
0 through 5

Children Ages
6 through 13

FIGURE 4
Percentage of Children in San Francisco
with All Parents in the Labor Force, 2004

■  All parents in the labor force   
■  One or more parents not in the labor force

39 San Francisco Mayor Gavin Newsom. 
As cited by the Department of Children, 
Youth and Their Families,  
City and County of San Francisco in 
the 2005 DCYF Community Needs 
Assessment.

40 L. Blash, H. Shafer, M. Nakagawa, S. 
Jarrett. Getting Behind the Headlines: 
Families Leaving San Francisco. Public 
Research Institute—San Francisco State 
University, San Francisco CA; September 

2005.
41 California Employment Development 

Department. Report 400C: Monthly 
Labor Force Averages, Annual Average 
2004.

42 Ibid.
43 Ibid.
44 U.S. Census Bureau. Census 2000.
45 Ibid.

46 California Child Care Resource and 
Referral Network. The 2003 California 
Child Care Portfolio. This includes 
single-parent households where the 
parent participates in the labor force 
and dual-parent working households. 
Alpine County has the highest supply 
of licensed child care per child of 
working parents.
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Francisco’s child care industry must not only meet the needs 
of families who live in the city, but it must meet the needs of a 
significant number of commuters who choose child care that 
is in close proximity to where they work. Most jobs in the city 
are located downtown, an area that poses a number of supply 
barriers to child care providers. 

Not all families use licensed care. Some may arrange work 
schedules so that one parent is home with children. Others 
may place children in informal care arrangements. However, 
these demographics do highlight that there is significant need 
for both licensed and informal child care options for parents so 
that they can work. 

eMPLoyMenT

Although San Francisco enjoys a fairly diverse economy, the 
professional, technical and business services industry provides 
21 percent of all jobs, a significantly higher proportion than 
other industry groups. (see Figure 5). Other industries that 
employ a large percentage of people include: government  
(16 percent), leisure, hospitality, and food services (13 percent), 
finance, insurance and real estate (12 percent), retail trade  
(8 percent), and health and social services (7 percent).47  
San Francisco’s industrial structure has changed dramatically 
over the last 30 years, with a higher proportion of service-
sector jobs. For the most part, these jobs, especially business 
services, require high skills and pay decent wages. However, 
an increase in service sector jobs has also relied on significant 
growth in low-wage occupations—including food service 
workers and cleaning services. San Francisco has also 
experienced a significant decline in blue-collar jobs—including 
construction and manufacturing jobs, which accounted for just 
6 percent of all jobs in 2003.48  
 
From 2001 to 2008, manufacturing employment is projected 
to decline by 6 percent. Most other occupations are expecting 
moderate growth, including business services (15 percent), 
retail trade (9 percent), eating and drinking places (7 percent), 
accommodation (7 percent), and engineering and management 
(7 percent).49  

The growth areas in professional and business services indicate 
a continued need to support the professional development 
of San Francisco’s workforce. Increases in other services 

47 California Employment Development 
Department. Industry Employment 
and Annual Labor Force, San Francisco 
County, 2004 Benchmark.

48 Local Workforce Investment Board for 
the City and County of San Francisco. 
Research Brief: Ten Things to Know 
About San Francisco’s Economy and 
Employers. February 2003.

49 California Employment Development 
Department. Industry Employment 
Projections, San Francisco County, 
2001-2008.

50 Interview. Kevin Westlye, Executive 
Director of the Golden Gate Restaurant 
Association. National Economic Devel-
opment and Law Center. May 2005.

51 California Employment Development 
Department. Number of Employees by 
Size Category, 3rd Quarter 2003, by 
County in California.

52 Children’s Council. Average Child Care 
Costs, By Type, 2004.

53 California Child Care Resource and 
Referral Network. Child Care Portfolio 
2003. Regional Market Rate informa-
tion for full-time center-based care 
for a preschooler indicates that San 
Francisco has the third most expensive 
child care programs in the state. San 
Francisco trails Marin and Santa Clara 
counties.
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54 San Francisco State Univer-
sity. Undergraduate Fees, Cal-
ifornia Resident. The number 
represents total registration 
costs for two semesters for 
an in-state undergraduate 
student who is taking more 
than 6.1 units per semester. 
The number does not include 
room, board, transportation 
and other costs. 

55 U.S. Census Bureau. Small 
Area Income and Pov-
erty Estimates, San Francisco 
County, 2002. Median family 
income information was not 
available. Median family 
income is generally higher 
than median household in-
come. For example, in 2000, 
the median family income in 
San Francisco was $63,000, 

while the median household 
income was only $55,000.

and in retail trade create jobs with lower wages that often 
require work outside of traditional workday hours. These 
workers require supports to sustain their families if they are 
not economically self-sufficient, and economic infrastructures 
such as child care that enable employees to get to work 
during non-traditional hours. Kevin Westlye, executive director 
of the Golden Gate Restaurant Association, recognizes the 
importance of affordable, flexible and non-traditional hours 
child care for workers in the restaurant industry:

“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. Affordability is also an issue, 
as there must be a sufficient difference between the 
parent wage and the cost of child care that allows 
them to rejoin the workplace. Because of the lack 
of child care available in non-traditional schedules, 
many restaurant employees must rely on their family 
or spouse/partner to be with their children while they 
work. Increasing the availability of child care would 
allow more parents to return to their restaurant 
employment, especially single parents.” 50

– Kevin Westlye, Executive Director of 
the Golden Gate Restaurant Association

 
In addition, 49 percent of employees in San Francisco work 
in companies that employ fewer than 100 people.51 Smaller 
companies in particular struggle to provide benefits for their 
employees, including health care and child care benefits.

cHiLd care and THe FaMiLy BUdGeT 

child care
Child care is a significant expense for families in most income 
brackets. In San Francisco, the average annual rate for full-time 
licensed center-based child care for an infant is $13,370, and 
full-time center-based care for a preschooler costs on average 
$11,004.52 According to the California Child Care Resource 
and Referral Network, San Francisco had the third-highest 
child care rates of all 58 counties in the state.53 Full-time 
unsubsidized child care expenses are significantly more  
than the undergraduate tuition for California residents at  
San Francisco State University ($3,128 annually).54 For a 

FIGURE 5
Employment by Industry, San Francisco County, 2003

Information and
Communication: 6%

Other Services: 7%

Construction and 
Manufacturing: 6%

Health and 
Social Services: 7%

Retail Trade:  8%

Finance, Insurance
and Real Estate: 12%

Transportation, 
Warehousing, 
Utilities and 
Wholesale Trade: 6%

Profeassional,
Technical and
Business 
Services: 21%

Government: 7%

Leisure, 
Hospitality and 
Food Services: 13%
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household at median income ($53,087) with an infant in  
full-time center-based care, child care expenses take up  
25 percent of the total budget.55 For a household at median 
income that has both a preschooler and infant in full-time care, 
child care expenses take up more than 46 percent of total 
income.56 Families are likely to have fewer resources when 
parents and children are young, thus increasing the child care 
burden for families when they need it.57   

Programs that reduce child care expenses for low-income 
families are critical to sustaining parents’ participation in the 
workforce. There were an estimated 3,864 children on the 
waiting list for subsidized child care on October 25, 2005.58  
Additionally, 80 percent of families seeking infant and toddler 
subsidized care are unable to find it.59 Many more income-
eligible families do not receive support and do not place 
themselves on the long list.

Additionally, there are many low- and moderate-income 
families who are ineligible for child care assistance, and who 

struggle to meet child care expenses. As families continue to 
transition from welfare to work, there will be an additional 
demand for affordable child care that can meet the needs of 
families earning just enough income to be ineligible for child 
care assistance and not enough income to afford the full cost 
of child care.

Self Sufficiency
The Self-Sufficiency Standard measures the amount of income 
needed for a family to adequately meet its needs without 
government assistance.60 San Francisco’s hourly self-sufficiency 
wage is $23.79 for an adult with a preschooler.61 This is the 
highest self-sufficiency wage of any county in California, and 
higher than any other city in the country (see Table 1).62 

Furthermore, the income eligibility for CalWORKs child care 
assistance in California is at or below 75 percent of the state’s 
median income. This negatively affects regions with a higher 
cost of living because residents may earn too much to qualify 
for child care assistance but not enough to be self-sufficient. 
For example, parents in San Francisco who are transitioning off 
welfare into the workforce lose their child care assistance when 
they earn more than 85 percent of the state median income 
(SMI)—$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 $1,800.63 

Furthermore, the percentage of jobs in San Francisco where 
wages are below this standard is high. The median hourly 
wage for all occupations in San Francisco is $19.3764 —
significantly lower than the self-sufficiency wage for a single 
adult with an infant ($24.28/hour).65 Of the top ten jobs with 
the greatest absolute projected growth in San Francisco from 
2001 to 2008, only two pay an hourly self-sufficiency wage for 
an adult and a preschooler ($23.79/hour), and only three pay a 
higher hourly wage than $15.66   

Housing
Housing and rental costs have been rising faster than income 
in San Francisco, presenting a major problem for many families 
who now have less disposable income for other household 
expenditures, including child care. San Francisco remains one 
of the least affordable places to live in the country in terms of 
housing. In March 2005, the median price of a home in San 
Francisco was $695,000 according to the California Association 
of Realtors, which is significantly higher than the statewide 

TABLE 1
Hourly Self-Sufficiency Wage for a Single Adult with a Preschooler,

San Francisco and Other U.S. Cities, 2003

Seattle, WA $14.80

Miami, FL $15.28

Chicago, IL $15.56

Phoenix, AZ $15.59

Philadelphia, PA $15.81

Los Angeles, CA $17.03

Washington, D.C. $17.89

Boston, MA $18.36

New York, NY $19.20

San Francisco, CA $23.79

62 Ibid.
63 Wider Opportunities for Women. The 

Self-Sufficiency Standard for California 
2003. The self-sufficiency standard is 
the minimum wage needed to cover 
basic costs of housing, food, trans-
portation, health care, and child care 
in the local area. The Self-Sufficiency 
Standard varies depending on the 
location and size of the family.

 

64 California Employment Development 
Department. Occupational Employ-
ment (2003) & Wage  
(2004 3rd Quarter) Data.

65 Ibid.
66 Ibid.
67 California Association of  

Realtors. March 2005 Median House 
Prices.

68 California Association of Realtors. 
“C.A.R. Reports Housing Affordability 
Index Down 6 Points to 19 Percent in 
February, 2005.” 

69 National Low Income Housing Coalition. 
Out of Reach 2004, San Francisco 
County.

70 National Low Income Housing 
Coalition. Out of Reach 2004, Least 
Affordable Counties. A single wage 
earner must earn $29.60 per hour 
to afford rent for a two bedroom at 
median price. Hourly wage is based on 
the assumption that rent is 30 percent 
of total income.
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median cost—$495,500. Furthermore, the median housing 
costs increased 18.3 percent in just one year.67 San Francisco’s 
housing affordability has been in steady decline. Only 10 
percent of households are capable of affording a median-priced 
home in 2005.68   

Over 65 percent of households in San Francisco rent, which 
is significantly higher than the statewide proportion of 43 
percent.69 Though rents have flattened since the recession in 
2000, they are still the least affordable of any county in the 
country.70 The fair market rate for renting a two-bedroom 
apartment increased from $1,459 per month in 2000 to $1,539 
per month.71 In 2004, the annual wage needed to keep costs 
for a two-bedroom apartment at a recommended 30 percent 
of total income was $61,560. A two-bedroom apartment at 
market rate would account for 60 percent of a single parent’s 
household budget, if they earned $15 per hour.72 As of January 
2005, there were over 28,408 individuals on waiting lists for 
Section 8 housing assistance in San Francisco and 25,945 on 
the waitlist for public housing assistance.73 Income eligible 
parents on waitlists for subsidized housing have even fewer 
resources to pay for other household items like child care. 

Poverty
In 2002, 79,500 people lived under the federal poverty line in 
San Francisco—almost 11 percent of the general population.74   
The percentage of families who live under the federal poverty 
line increases for children. Over 16 percent of children ages 0 
to 17 live in families whose annual income is at or below the 
federal poverty line.75 Children who are African American or 
Latino are even more likely to live in poverty—36 percent and 
18 percent respectively.76 A high percentage of poverty in  
San Francisco is even more distressing due to the high cost of 
living. Families living in poverty particularly depend on child 
care subsidies in order to participate in the labor force or 
attend school.

SecTion SUMMary

San Francisco’s shifting economic and demographic landscape 
creates a challenge for its child care industry. Changing and 
evolving economic and social conditions—population shifts, 
growing diversity, increased labor force participation by 
parents, and continuing welfare reform—fuel continued need 
for accessible, affordable, and quality child care programs. 

71 National Low Income Housing Coalition. 
Out of Reach: America’s Growing 
Wage-Rent Disparity, 2000 and 2004. 
Hourly wage is based on the assump-
tion that rent is 30% of total income.

72 Ibid.
73 San Francisco Housing Authority. Ten-

nant Demographic Highlights, 2005.
74 U.S. Census Bureau. Census 2000.

75 U.S. Census Bureau. Small Area 
Income & Poverty  
Estimates: Annual Estimates for States, 
Counties & School Districts, 2002.

76 Department of Health. Adolescent 
Health Plan 2003-2005. As cited by 
the Department of Children, Youth 
and Their Families, City and County 
of San Francisco in the 2005 DCYF 
Community Needs Assessment. 
Income-eligible residents may be on 
waitlists for both housing assistance 
programs.
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“There are some areas of clear agreement between market economists and child development 
researchers. The time has come to invest in young children, and there are substantial gains to be 
made from these investments if they are made wisely.”

J ac k  s H o n ko f f ,  m d

Co-Editor of “From Neurons to Neighborhoods” 



S e c T i o n3 Economic Profile 
of the Child Care 
Industry

To assess the economic characteristics of the child care industry 
in San Francisco, this section quantifies: 

n  The size of the industry, as reflected in output or gross 
receipts

n  The total direct employment of the industry

n  The total public investment in child care

n  The size and characteristics of the child care market

MeaSUrinG indUSTry oUTPUT or 
GroSS receiPTS

Output, also known as gross receipts, measures the size of 
an industry in terms of the overall value of the goods and 
services produced by that industry over the course of a given 
year. For the child care industry, gross receipts are equal to the 
total amount of dollars flowing into the sector in the form of 
payments for care, including both parent fees and private and 
public subsidies. 

State and national surveys do include “child day care services” 
as an industry classification, but they underestimate the size of 
the industry because of its diversity of establishments, which 
includes self-employed individuals, programs run by religious 
or social organizations, and not-for-profit and for-profit small 
businesses and chains.77 This study uses a more accurate method 
of measuring the size of the child care industry, primarily relying 
upon data from the Children’s Council of San Francisco, Wu Yee 

Children’s Services and the California Department of Education 
Child Development Division (CDE-CDD). 

For licensed family child care homes and classrooms in licensed 
child care centers that are not fully funded by the CDE-CDD 
or Head Start, gross receipts were calculated by multiplying 
average yearly consumer price by usage. Usage was defined 
as target capacity less reported vacancy rates. To ensure that 
gross receipts were accurately captured, child care rates and 
usage information were broken down by type of establishment 
(licensed child care centers and licensed family child care 
homes). Price and usage were further broken down by age of 
child (infant, toddler, pre-school age and school age).78 Annual 
government expenditure information was used for all Head 
Start classrooms, special education public preschool classrooms 
and all classrooms funded for by the CDE-CDD, including state 
preschool, general child development, and latchkey programs 
(please see Appendix A for a detailed methodology).
 
Based on the methodology briefly described above, the 
estimated value of annual gross receipts for the formal child 
care industry in San Francisco is $191.0 million:

n  $141.4 million for licensed child care centers (including 
Head Start and CDE-CDD funded programs.)

n  $32.1 million for licensed family child care homes

n  $1.6 million for special education preschool programs

n  $15.9 million for license-exempt providers who receive 
voucher payments

77 The North American Industry  
Classification System (NAICS) is the 
most used classification system, 
separating industries into 20 major 
sectors, and 1,196 industry subsectors. 
“Child Day Care Services” is NAICS 
code 624410. 

78  Wu Yee Children’s Services or  
Children’s Council of San Francisco do 
not break out enrollment for family 
child care homes by age. Therefore, 
we used data from the SFCARES 
Program of family child care providers 
to estimate enrollment by age, infant/
toddler, preschoolers, and school-age 
children. 
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The majority of gross receipts are paid by parents, but a 
significant portion are paid by government programs that 
assist in making child care programs affordable for low-income 
families.79 This gross receipts value includes subsidies from 
employers to parents, since they would make up a portion 
of the consumer price paid towards child care programs the 
parents purchase for their children. This analysis does not 
include any employer monies invested in a program outside 
of consumer price. For example, if a company made a grant 
to an on-site or near-by establishment, which enabled the 
establishment to offer services at a lower cost to parents,  
only the cost to parents would be captured. This estimate  
also excludes investments from philanthropic organizations. 
This results in an underestimate of the total dollars going into 
the industry.

GroSS receiPTS coMPared WiTH 
oTHer indUSTrieS

The child care industry generates more gross receipts than 
nursing care facilities ($157.2 million), shoe stores ($158.2 
million), museums ($169.2 million), graphic design services 
($172.9 million, public relations agencies ($188.6 million) and 
residential property managers ($189.4 million; see Figure 6).80  

Child care is also similar in size to other industries in the 
county, such as theater companies ($235.4 million). It also 
generates 51 percent as many gross receipts as computer and 
electronic stores ($377.5 million) and 43 percent as many as 
computer systems design ($444.2 million; see Figure 6).81  

direcT eMPLoyMenT  

Direct employment for child care in 2005 in San Francisco 
is estimated to be 4,415 full time-equivalent jobs (FTEs) 
including:

n  2,519 FTEs in child care centers (including Head Start/Early 
Head Start programs and programs funded by CDE-CDD)

n  704 FTEs in licensed family child care homes

n  1,179 FTEs license-exempt child care providers receiving 
vouchers

n  13 FTEs in special education public preschool programs

79 Of the $141.4 million in gross 
receipts for licensed care centers, 
over $58 million are public 
investments from vouchers and 
publicly funded programs like 
Head Start and CDE-CDD-funded 
programs (e.g. state pre-school).

80 Based on the U. S. Census 
Bureau’s 2002 Economic Census, 
and adjusted to 2005 values 
using the CPI.

81 Ibid. 
82 M. Whitebook, F. Kipnis, L. Skai, 

I. Voisin, and M. P. Young. The 
California Child Care Workforce 
Study: 2001 Preliminary Results 
and Future Plans, 2003. This 
study analyzed the workforce 

of seven counties in California 
(Alameda, Kern, Monterey,  
San Francisco, San Mateo, Santa 
Clara, and Santa Cruz). The 
survey found that only a slight 
majority of assistant teachers 
work full-time (48 percent to 
65 percent) and the percentage 
of teachers who work full-time 
ranged from (72 percent to  
78 percent).

83 The National Association for the  
Education of Young Children.  
Accredited programs in California.  
Retrieved from http://www.naeyc.
org/accreditation/search/state.
asp?state=CA on June 29th, 2005.

16     |     The Economic Impact of the Child Care Industry in The City and County of San Francisco

FIGURE 6
Gross Receipts by Industry,

San Francisco, 2005
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This figure is derived from the number of children in different 
types of programs, assuming compliance with minimum 
staffing requirements imposed by licensing laws for different 
age groups, and minimal support staffing in centers (for 
specific staff-to-child ratios please refer to Table 6 in 
Appendix A). Direct employment figures for all Head Start 
classrooms, some classrooms funded by the CDE-CDD, and 
special education public preschool classrooms were derived 
by estimates from administrators from the various programs 
(please see Appendix A for a detailed methodology).

The total number of people working in the child care industry 
is most likely higher because so many child care professionals 
work part time.82 Also, some child care operators choose to 
maintain higher staff-to-child ratios than required by state 
law in order to improve program quality, to achieve specific 
quality goals that increase their business’ competitiveness, or 
to qualify them for accreditation from the National Association 
for the Education of Young Children (NAEYC), which requires 
higher staff to child ratios. There are 21 NAEYC accredited 
programs in San Francisco.83

direcT eMPLoyMenT coMPared WiTH 
oTHer indUSTrieS

To put employment findings in context, the number of FTEs 
in child care is compared to employment in other industries. 
The number of FTEs in child care is 59 percent of the number  
of employees in clothing stores (7,545 jobs), and similar 
to residential and commercial construction of buildings 
(6,087 jobs) and advertising and related services (4,837 jobs; 
see Figure 7).84  

There are more FTEs in child care in San Francisco than there 
are workers in investment banking and securities (3,416 jobs), 
apparel manufacturing (3,079 jobs) and bars (2,324 jobs;  
see Figure 7).85  
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FIGURE 7
Direct Employment by Industry,

San Francisco, 2003
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84 Data is from the 2003 San Francisco 
County Covered Employment and 
Wages (ES-202) survey.

85 Ibid.
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MeaSUrinG indirecT and indUced 
eFFecTS 

Aside from generating gross receipts and employment, 
enabling labor force participation and preparing the future 
work force (see Section 4 for more details), child care 
contributes to the local economy through the goods and 
services it purchases. Child care providers purchase supplies 
from other businesses and employees spend their earnings 
in part, on locally produced goods and services. These 
linkages can be measured using an input-output model and 
its associated multipliers, a methodology used by some 
economic development specialists. Many informed observers 
have indicated that these effects are not part of a conservative 
approach and thus these analyses are not included in the 
main body of this report. An analysis of these linkages for 
employment in other industries is included in Appendix B.

PUBLic inveSTMenTS

San Francisco leads the country in terms of public investments 
in young children. These investments enable San Francisco’s 
families to work, improve the quality of care and education 
for San Francisco’s children, and help make San Francisco an 
attractive place for businesses and skilled workers.

The availability of federal, state and local child care 
investments plays an important role in supporting local 
economic development and the sustained employment of low-
income families. San Francisco is in a unique situation where 
local government and citizens have recognized the importance 
of using local resources to support families with children.
  
Public investments are provided in three basic forms: 

n  Vouchers—including Alternative Payment (AP), which 
enable families to choose their own licensed or license-
exempt child care provider

n  Direct contracts with child care centers based on the 
number of low-income children they serve and the number 
of days of care provided

n  Investments to improve child care capacity, accessibility 
and quality, as well as investments to improve the quality 
and stability of child care teachers and providers.

86 In San Francisco Stages One and Two 
are contracted out from the county 
welfare department, the San Francisco 
Human Services Agency to Children’s 
Council of San Francisco. Stage 3 is 
directly contracted by the California 
Department of Education to Children’s 
Council of San Francisco. 

87 In San Francisco stability is defined  
as discontinuance from cash aid.

88 Children’s Council of San Francisco.  
License-exempt estimates for 
CalWORKs Stages 2 and 3, GAPP and 
FAPP payments were made from usage 
amounts in SFY 2004-2005 and  
applied to SFY 2003-2004  
expenditures.

89 Interview. Michele Rutherford, San 
Francisco Human Services Agency.  
National Economic Development and 
Law Center. November 2005. In 2005-
2006, San Francisco will receive a share 
of the cost that it takes to provide 
foster care child care—50 percent 
on the dollar for federally eligible 
foster care child care expenditures. 
An additional $1.3 million is invested 
for children placed outside of San 

Francisco. These funds are not reflected 
in the Table 1 total.

90 Children’s Council of San Francisco. 
These investments include:  Family and 
Children Foster Care, HUD/McKinney 
and Catholic Charities Vouchers for 
Homeless Children. 

91 Children’s Council of San Francisco. 
2004-2005 Voucher Information.

TABLE 2
Child Care Vouchers

San Francisco, 2004-2005

VOUCHER TYPE  AMOUNT

CalWORKS  $23,451,648

City Funded Child Care Voucher / Vendor Vouchers  $2,400.064

Private Industry Council Supports $355,650

GAPP / FAPP  $1,188,081

Foster Care Child Care Program $2,335,000

Catholic Charities  $279,169

Family Child Care Network  $681,118

HUD / McKinney  $280,000

Total Vouchers  $30,970,730

18    |     The Economic Impact of the Child Care Industry in The City and County of San Francisco



vouchers for child care 
Subsidized child care assistance, both at the federal and state 
levels, increased substantially following sweeping reforms to 
the federal welfare system in 1996 (the Personal Responsibility 
and Work Opportunity Reconciliation Act). In response, 
California created its own version of welfare reform to comply 
with the new federal system, called CalWORKs (California 
Work Opportunity and Responsibility to Kids). California’s 
CalWORKs program operates in three stages. Stage One child 
care services are administered by the California Department of 
Social Services (CDSS) through county welfare departments. 
Families who are aided and participating in welfare-to-work 
activities are eligible to receive Stage One child care subsidies. 
Stages Two and Three child care services are administered by 
local agencies under contract with the California Department 
of Education (CDE).86 Statewide, families in Stage Two include 
any family where the CalWORKs caretaker has reached 
“stability”.87 Families remain Stage-Two eligible for up to 24 
months from the time they are discontinued from cash aid and 
whose income is below 75 percent of the state median income 
(SMI—or $35,200 for a family of three. Stage Three families 
are those who remain subsidy-eligible and are timing out of 
their 24th month in Stage Two.

In 2005, the California State Legislature passed SB701, which is 
a pilot program that authorizes San Francisco to establish and 
implement a county child care subsidy program, One key aspect 
of the pilot allows income eligibility requirements that more 
accurately reflect San Francisco’s high cost of living. As a result, 
San Francisco has established a ceiling for income eligibility for 
all child care vouchers (and other contracted subsidies) at  
85 percent of the SMI, $51,876 for a family of three, instead of 
the statewide rate of 75 percent of the SMI.

While CalWORKS is the single largest voucher subsidy program, 
there are several other child care voucher programs available 
to low-income families. Combined, these programs provide 
parental choice and flexibility for a large number of low-income 
families or families with special circumstances (see Table 2).  

 Low-income families in San Francisco County benefit from 
$23.5 million in CalWORKs child care vouchers and $1.2 
million in Alternative Payments for child care.88  Additionally 
the city invests $2.4 million in local vouchers for low-income 
families and an additional $4.1 million for foster care child 
care, though roughly half of these investments go to providers 

outside of San Francisco.89 The Private Industry Council (PIC) 
invests an additional $355,650 in supports for PIC participants 
who cannot find available subsidized child care. There is an 
additional $1.8 million of other federal and state funds that 
are invested in vouchers too. In total, there are almost $31.0 
million in child care vouchers in San Francisco (see Table 1).90    

Additionally, San Francisco Human Services Agency (HSA), 
through Family Support Services of the Bay Area operates 
KIDCARE Emergency Back-Up Care and Mildly Ill Care, a 
program where CalWORKs parents can access a network 
of family child care providers when their routine care 
arrangements break down or their child is too sick to attend 
their regular child care program. Last year, HSA invested 
$427,000 in this project.91 

direct contract Subsidized child care
The federally funded comprehensive child development 
programs of Head Start make up a significant portion of public 
funding for child care. Head Start/Early Head Start programs 
serve children from birth to age five, pregnant women and 
their families in child-focused programs designed to increase 
school readiness of young children in low-income families. In 
2004, San Francisco spent more than $7.1 million in federal 
funding for Head Start and Early Head Start programs.92   
 
The California Department of Education Child Development 
Division (CDE-CDD) supports a number of child care and 
development programs throughout the county. The CDE-CDD 
funds state pre-schools, general child development centers, 
and latchkey programs. The largest of these investments is in 
direct contracts to 32 contractors supporting subsidies in 129 
centers, primarily for preschoolers, through California’s Title V 
General Center contracts. San Francisco Unified School District 
(SFUSD) is the single largest provider of directly contracted 
services in the city. The SFUSD operates 44 centers with a mix 
of contract dollars serving approximately 4,600 children.93 City 
College of San Francisco is another significant public provider 
of contracted child care and development services. In FY 2004-
2005, the CDE-CDD invested $46.9 million for programs in  
San Francisco.94

U.S. Department of Agriculture through CDE invests in San 
Francisco’s Child Care Food Program, which is administered 
by Children’s Council of San Francisco and Wu Yee Children’s 
Services. In 2004-2005, Children’s Council and Wu Yee 

92 Interview. Heidi McLaughlin, Mission 
Neighborhood Centers, Inc. May 25th, 
2005. Karen Lam, Director of Kai  
Ming Head Start, May 13 2005.  
Dr. Eurnestine Brown Wells, Child 
Development Program Director,  
Wu Yee Children’s Services, June 17th. 
Juanita Santana, San Francisco State 
University Head Start, June 13th 2005. 
All interviews were conducted by the 
National Economic Development and 

Law Center.
93 San Francisco Unified School District. 

Wednesday Counts As of September 
21, 2005.

94 California Department of Education, 
Child Development Division. Combined 
Contract Report. Wednesday June 1, 
2005.
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Children’s Services invested $312,000 to provide meals for 
income-eligible children in licensed child care centers and 
licensed family child care homes throughout the city.95

In July of 2005, San Francisco began implementing its plan for 
serving all four year-olds through Preschool for All. The plan 
lays out the framework for the Preschool For All program, 
allocating an estimated $3.3 million dollars in FY 2005-2006. 
NOTE: Because these investments were not made in the 2004-
2005 fiscal year, they have not been included in the total public 
investment reported in this section.96

capacity Building and Quality enhancement investment
San Francisco is one of the national leaders in terms of making 
cutting edge investments in the local child care infrastructure. 
These investments improve the supply of child care facilities, 
the quality of the child care workforce and the overall quality of 
child care programs. The following is a list of these investments 
(for more details on the specifics of these investments please 
see Appendix C):  

n  The children’s amendment (children’s Fund 
and children’s Baseline):  $8.6 million of this fund 
is allocated directly to child care programs. Many of the 
programs and initiatives highlighted in this section are 
funded from this fund.97 

n  The child care capital Fund:  Funded by developers 
and varying annually, last year $400,000 went into this 
fund. The majority of these fund dollars are directed to 
the Child Care Facilities Fund (CCFF) of the Low-Income 
Investment Fund.98 

n  child care Facilities Fund (ccFF) of the Low 
income investment Fund:  a $2.8 million fund 
administered by a public-private partnership that delivers 
capital financing and funding for quality enhancement.99 

n  Section 108 child care center development Loan 
Program:  $1.6 million in child care center developments 
that serve low-income children.100

n  The child care inclusion challenge Project 
(ccicP):  a $464,000 project to improve access to child 
care for children with disabilities or other special needs.101

n infant/Toddler Sustaining Grants:  $900,000 in 
grants to assist child care providers who serve infants and 
toddlers.102

n  The california child care initiative Project (cciP): 
$29,000 to recruit and train family child care providers to 
care for infants and toddlers.103

n  WaGeS Plus and WaGeS + Fcc:  $4.1 million to 
augment the wages of child care workers serving  
low-income children.104 

n San Francisco comprehensive approaches to 
raising educational Standards (SFcareS): 
$3.9 million to improve the compensation, professional 
development and retention of the child care workforce.105 

n Family child care capacity Building initiative: 
$75,000 to reimburse family child care providers who 
participated in San Francisco’s child care planning, training 
and capacity building efforts.106 

n  early childhood Professional development 
Project:  $266,000 to have a resource and support center 
at City College of San Francisco, which is designed to 
assist early childhood professionals with career, permit, 
coursework and employment information.

n  Pre-licensing Training:  a $114,000 project of Wu 
Yee Children’s Services and the Children’s Council of San 
Francisco that that provide potential child care providers 
technical assistance with licensing, business administrative 
strategies, and facilities development.107

n  child care Training Project:  a $90,000 project 
of Children’s Council of San Francisco that offers unit-
bearing classes in early childhood education and follow-up 
consultation and technical assistance.108

n  informal and License-exempt Training Project:  
a $150,000 initiative that offers six 12-hour trainings to 
more than 95 license-exempt child care providers, one 
three-hour introductory training to over 200 license-exempt 
providers, and a special series of workshops for license-
exempt providers.109

95 Children’s Council of San Francisco. 
Child Care Food Program Information, 
2005.

96 First 5 San Francisco. First Year Plan: 
San Francisco Preschool for All (PFA). 
January 27th, 2005.

97 San Francisco Department of Children, 
Youth and Their Families. San Francisco 
Investments in Child Care. February 
2005. 

98 Ibid.
99 Ibid. 
100 San Francisco Department  

of Children, Youth and Their  
Families. San Francisco 
Investments in Child Care. 
February 2005. This estimate is 
based on the annual funding of 
$800,000 from San Francisco’s 
General Fund. Additionally,  

 HUD has an allocated $10 million 
dollars over 12 years or 
$836,000 per year. Funding for 
the program may vary from year 
to year depending on how much 
HUD invests.

101 San Francisco Department of 
Children, Youth and Their Families. 
San Francisco Investments in 
Child Care. February 2005.

102 Interview. Linnea Klee, Executive 
Director, Children’s Council of San 
Francisco. The National Economic 
Development and Law Center. 
August 2005.

103 Ibid.
104 San Francisco Department of 

Children, Youth and Their Families. 
San Francisco Investments  
in Child Care. February 2005.
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n  Jumpstart:  a $430,000 initiative of Americacorps that 
recruits and trains local college students to work with 
low-income preschoolers to improve language, literacy and 
social skills.

n The Mayor’s youth employment and education 
Program (MyeeP):  invested an estimated $160,000 in 
wages and taxes to young adults working in child care and 
beacon centers in San Francisco.110

n Family child care Provider Health Benefits 
Program:  $250,000 to increase family child care 
providers’ access to health insurance coverage.111

n The San Francisco child care Health Project:  
a $425,000 project that provides health consultation 
services by public health nurses to local child care programs. 

n San Francisco child care Health Linkages Project: 
a $88,000 project that offers health support at several child 
care centers and works with family child care providers  
as well. 

n High-Quality early childhood Mental Health 
consultation initiative:  a $3.2 million initiative that 
provides on-site mental health consultation services to 
center-based and family child care programs.

n Gateway to Quality Project:  a $2.6 million initiative 
to assess and support the improvement of quality child care 
settings throughout San Francisco.

Summary of investments
In 2004-2005, approximately $108 million were invested in  
San Francisco through federal, state and local child care 
funds.112 Some of the funds highlighted in this section are not 
invested in direct services of children. Thus, these funds should 
not be compared to the gross receipts analysis described earlier 
in this section.
 
Child care subsidies benefit San Francisco County in several 
ways. First, they are an important part of workforce 
development and enable many people to work who would 
otherwise have to look after their own children or leave them 
in an unsafe setting, such as self-care, to join the labor force. 
Second, subsidies bring tax dollars back to the local economy, 

105 Ibid.
106 Ibid.
107 Interview. Linnea Klee, Executive 

Director, Children’s Council of San 
Francisco. The National Economic 
Development and Law Center. 
August 2005.

108 Ibid.
109 Ibid.

110 Interview. Alvin Woo, Program  
Director, Mayor’s Youth Employ-
ment and Education Program. 
National Economic Development 
and Law Center. September 2005.

111 San Francisco Department of 
Children, Youth and Their Fami-
lies. San Francisco Investments in 
Child Care. February 2005.

112 With the exception of the Child 
Care Food Program and Child 
Care Vouchers, all investment 
information is based on State 
Fiscal Year 2004-2005. This 
total doesn’t include the DCYF 
Children’s Fund dollars because 
these investments are included 
in the many of the investments 
already. City College of San 

 Francisco’s Early Childhood 
Professional Development Project 
is not yet included in the total.
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which then circulate through various service sectors and 
stimulate other economic activity. Third, high-quality child 
care programs generate high future public savings in criminal 
justice, remedial education, and other areas. Please see Section 
4 for a more detailed analysis of the public savings stemming 
from quality child care.

First 5 San Francisco, San Francisco Human Services Agency 
and the Department of Children Youth and Their Families 
support San Francisco’s Centralized Eligibility List (CEL),  
an eligibility list that determines which families should be 
served first based on factors such as income and family size, 
when space is available. In October 2005, there were nearly 
3,874 income-eligible children on waiting lists for subsidized 
child care.113  

THe cHiLd care MarKeT 

There are 883 licensed child care programs in San Francisco, 
including:

n  436 small licensed family child care homes 
n  134 large licensed family child care homes
n  300 licensed child care centers
n  13 special education preschool classrooms

Additionally, there are over 1,179 license-exempt home 
providers receiving vouchers in San Francisco.

Currently, the licensed child care industry has the capacity  
to serve approximately 22,000 children at any one time.114  
In 2004, there were an estimated 56,000 children ages  
0 through 13 with all parents in the labor force.115 The formal 
child care industry has the capacity to serve 39 percent of those 
children at any one time. 

MaXiMiZinG BeneFiTS oF cHiLd care

Child care jobs are expected to grow by 12.5 percent from 2001 
to 2008, which is twice as fast as the city/county-wide rate of 
growth—6.2 percent.116 This is based on recent growth of the 
industry and expectations that demographic and economic 
trends contributing to that growth will continue. There are 
challenges, however to the increased demand for quality, 

affordable, and accessible programs, and child care providers 
alone cannot meet these challenges. These include:

n  A need for more local businesses to actively support the 
child care needs of their employees

n  A lack of strong child care language in the General Plan and 
insufficient integration with other economic development 
activities

n  A shortage of facilities (especially downtown)

n  A shortage of qualified child care teachers and providers

n  Financial limitations of consumers, especially to access 
licensed infant and toddler care

 
First, although child care programs are part of the economic 
infrastructure that enables parents to work and obtain 
education and training, they are often not included in 
traditional economic development activities designed to 
stimulate the economy. For example, child care leaders are 
often not included in traditional economic development 
planning, including the Chamber of Commerce and the 
Workforce Investment Board. In addition, child care is 
only a cursory consideration in the housing element of the 
San Francisco General Plan. As a result, child care is not 
automatically factored into the planning of new private housing 
developments in the San Francisco. On the other hand, the city 
and county of San Francisco has made child care a priority in 
new public housing developments. As Marcia Rosen, Executive 
Director of the San Francisco Redevelopment Agency notes:

“Child care is an essential part of the social 
infrastructure of neighborhoods. We therefore 
strive to ensure that child care is included in all new 
housing and transportation developments.” 117

– Marcia Rosen, Executive Director of the  
San Francisco Redevelopment Agency

To improve quality, increasing the educational credentials 
of the child care workforce is critical. Three key indicators 
for a quality child care workforce are education, wages, and 
longevity of care. Low wages, poor benefits, and a shortage 
of resources for higher education opportunities lead to high 
turnover and an unstable and less educated workforce. In 
2005, the average hourly wage of someone classified as a 

113 Children’s Council of San Francisco. 
Central Eligibility List, Waiting List 
Information. August 2005. The Central 
Eligibility List is a $270,000 project of 
DCYF and First 5 San Francisco.

114 Licensed capacity information was 
compiled by Wu Yee Children’s Services 
and Children’s Council of San Francisco 
in 2005. 

115 U.S. Census Bureau. Census 2000.
116 California Employment Development 

Department. Occupations with the 
Greatest Growth, 2001-2008,  
San Francisco County.

117 Interview. Marcia Rosen, San Francisco 
Redevelopment Agency. National  
Economic Development and Law 
Center. May 2005.

118 California Employment Development 
Department. Occupational Employ-
ment and Wages Data. Wages data 
based on 2005, 1st Quarter. Wages 
defined for “child care worker.” 

119 Ibid.
120 Ibid.
121 The Center for the Child Care 

Workforce, The California Child Care 
Resource and Referral Network, and 
the Center for the Study of Child Care 
Employment. The California Child Care 
Workforce Study: Center-based Child 
Care Staff in San Francisco, 2001.
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“child care worker” in San Francisco was just $11.89.118 If that 
child care teacher worked full-time, he/she would earn an 
annual wage of just $24,987.119 Likewise, “preschool teachers” 
earned just $12.73 per hour or $27,459. In comparison, 
kindergarten teachers earn a median wage of $50,000  
per year.120 
 
In a survey of the child care workforce in San Francisco in 
2001, annual turnover for child care center teachers in San 
Francisco was 16 percent, significantly lower than other 
counties surveyed, including Alameda, San Mateo and Santa 
Clara Counties, and much lower than the national average for 
child care center teachers—30 percent. However this turnover 
rate is more than double the turnover rate for K-6 education 
nationwide—7 percent.121

  
The same survey also assessed the educational attainment of 
the workforce. Approximately 37 percent of family child care 
providers did not have college-level early childhood education 
(ECE) units. Likewise, 57 percent of assistant teachers in 
licensed child care centers did not have any ECE units. 
However, 43 percent of lead teachers in child care centers had 
a bachelor’s degree, which is a significantly higher percentage 
than other counties who were surveyed at the same time, 
including Alameda, Santa Clara and San Mateo Counties.122 

In a 2005 survey of providers in the SFCARES program, 30 
percent of family child care providers had not graduated high 
school. Additionally, only 32 percent of teachers, 44 percent of 
master teachers, and only 10 percent of assistant teachers in 
licensed child care centers had their bachelor’s degree  
or higher.123 

In 2003, Marcy Whitebook, director of the Center for Child 
Care Employment, reviewed a number of national studies on 
the impact of child care teacher educational attainment on 
child development. She found that especially for preschool-age 
children, children in settings with teachers who have bachelor’s 
degrees have distinct advantage over children with similar 
backgrounds whose teachers do not have bachelor’s degrees. 
As she writes, “Requiring teachers to have a bachelor’s degree 
and specialized training in early childhood development is  
a necessity.”124 

Third, relying on parents to pay the full cost of quality, 
accessible child care is not realistic. As housing costs rise (see 

Section 2), and in many cases wages go down, quality child 
care is cost-prohibitive for families in many income brackets. 
On the other side of the ledger, providers face many barriers to 
increasing supply and improving affordability and accessibility. 
For example, family child care homes and child care centers 
also face a number of difficult legal and licensing barriers to 
increasing supply, including “land use and deed restrictions, 
zoning ordinances, objections from landlords, and liability 
concerns.”125  

SecTion SUMMary

The diversity of the child care system is a vital feature in its 
ability to meet the needs of families in San Francisco but 
makes it difficult to analyze and measure. However, using 
data maintained by organizations that administer programs 
and track the supply, market price, and licensure of child care 
facilities, an estimate of its composite size can be derived. 
This overall size, measured in terms of gross receipts and 
employment, is comparable to many other more easily 
recognizable industries in San Francisco.
 
The substantial size of the child care industry means that it not 
only supports the economy by allowing parents to work and 
preparing children for future academic and economic success, 
but also contributes to the economy’s vitality by employing 
significant numbers of workers, generating gross receipts, 
and purchasing goods and services from many other industry 
sectors. The industry also supports the economy by garnering 
significant levels of federal, state and local funds available 
to support quality improvement and to provide child care to 
low-income families. These families represent a substantial 
portion of the existing and potential workforce, and are vital to 
the continued growth of the economy. Efforts to improve the 
accessibility, affordability, and quality of child care programs 
will ensure that the child care industry can meet the needs of 
the San Francisco economy.

122 Ibid.
123 Wu Yee Children’s Services. SFCARES. 

Data, Educational Attainment, 2005.
124 M. Whitebook. Bachelor’s Degrees  

Are Best: Higher Qualifications for  
Pre-Kindergarten Teachers Lead to 
Better Learning Environments for 
Children. 2003.

125 The Child Care Law Center. Increasing 
the Child Care Supply. As cited on: 
http://www.childcarelaw.org, 2004.
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“High-quality child care lays the groundwork for San Francisco’s economic success by preparing 
children for kindergarten, making them more likely to become life-long learners who are ready 
to meet the demands of the future global economy.”

r o b e rt  a. c o r r i g a n , p H . d .
President, San Francisco State University



In addition to being a significant job-creating, income-
generating industry in its own right, the child care industry is 
linked to San Francisco businesses and the economy as a whole 
in four key ways. Child care:
n  Supports the current labor force 
n  Drives labor force productivity 
n  Cultivates San Francisco’s future workforce 
n  Offers a public financial return 

SUPPorTS THe cUrrenT WorKForce 
 
Sustaining Labor Force Participation 
More than one in ten labor force participants who are residents 
in San Francisco and parents with children under 13 live in 
households where all parents work. In total, 30,960 families 
with children under 13, in which all parents work, earn over 
$1.4 billion annually in San Francisco.126 Working parents with 
children ages zero to five earn over $628.5 million every year.127 
Clearly parents play a vital role in the economy. Businesses 
have a stake in ensuring that parents are enabled to work.  
If child care is not affordable, many parents may choose not to 
work. As a result the quality of the local labor pool suffers.

enabling career development and educational 
attainment 
Child care investments for welfare-to-work participants are 
critical to enable them to become self-sufficient. Since the 
1990’s, federal, state and local governments have substantially 
increased child care investments (see Section 3 for more detail) 

to enable low-income parents to participate in workforce 
and/or update their skills so that they can find sustainable 
employment. Trent Rhorer, Executive Director of the San 
Francisco Human Services Agency highlights this issue:

“Increased investment in child care supports for 
low-income families has had a critical economic 
impact in San Francisco. In 1994, there were 
12,000 families on welfare in the City. Currently 
there are roughly 5,000 families on welfare. Many 
of the families who were on welfare have entered 
the workforce directly due to child care supports. 
Others have improved and updated their skills 

S e c T i o n4 Child Care, Business 
and Economic 
Development

126 Based on Census 2000 income  
for various family types with and 
without children. Updated to 2004 
population by using provisional 
California Department of Finance 
Estimates. Updated to 2004 dollars  
by using the CPI.

127 Ibid.
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and are now prepared to meet the demands of 
San Francisco employers. Furthermore, the child 
care industry has grown as a result of increased 
public child care investment, and a number of 
former welfare recipients have found sustained 
employment in this industry.” 128  

– Trent Rhorer, Executive Director of the  
San Francisco Human Services Agency

In 2003, Children’s Council of San Francisco analyzed 
the economic impact that CalWORKs Stage 3 child care 
investments have on employment and San Francisco’s overall 
economy. They found these child care investments helped 
sustain the employment of over 900 families who were able 
to work across all industries, including health care, non-profit/
social services, retail trade, leisure and hospitality, and the 
finance, insurance, and real estate.129 

The finance industry is one industry that has responded to  
the local child care need. For example, Providian Financial, a 
finance company with offices in the San Francisco Bay Area, 
Texas and New Hampshire, recognizes that an affordable  
high-quality child care system that could meet the needs of 
entry-level workers is key to their own success. Loren Brown  
of Providian Financial notes:

“In the 1990’s, few corporate leaders were advocating 
for public investments in child care. We recognized 
that a significant proportion of our newest workforce 
was only able to transition from Welfare-To-Work with 
effective child care supports. Without these supports, 
they couldn’t work and without these employees 
we weren’t as productive. We realized that we could 
strategically partner with child care leaders and use our 
political influence to help advocate.” 130  

– Loren Brown, Director of Corporate 
Giving at Providian Financial

Providian Financial also devotes a significant amount of their 
own resources to strengthen the quality and supply of child 
care in the San Francisco Bay Area. For the past five years 
they have funded an awards luncheon, Shining Star Awards, 
for Children’s Council of San Francisco. The awards honor 
community leaders who have helped make quality, affordable 
child care available to those who need it. They also directly 
support local child care centers through their “Touchdowns 

for Tots” and “K’s for Kids” programs. Providian Financial 
makes a $500 donation every time the San Francisco 49ers and 
Oakland Raiders score a touchdown, and $50 for every strike 
out made by the San Francisco Giants. These are just a few of 
the investments that Providian Financial has made in the San 
Francisco Bay Area’s child care infrastructure.131

 
Strengthening child care also supports educational 
advancement for parents. This benefits:

n  Parents through higher earning potential

n  Government through larger tax revenues, decreased 
parental reliance on government programs, and lower 
unemployment

n  Businesses through a more skilled workforce and better 
productivity  

 
In a long-term study of low-income families who needed 
government assistance to meet basic family needs, mothers 
with children who participated in an intensive child 
development program, which included parental involvement, 
achieved higher educational and employment status than 
similar mothers whose children were not randomly assigned to 
the program.132  
  
Higher educational attainment for parents reduces the 
likelihood of needing various government supports and enables 
parents to earn higher incomes. A study investigating higher 
education opportunities for individuals transitioning from 
welfare to work found that 88 percent of people receiving 
welfare assistance who obtained four-year college degrees 
discontinued participation in welfare after earning their 
degree.133 Unemployment is also less likely for those who have 
attained higher education. For example, while 9 percent of 
the nation’s labor force with less than a high school diploma 
were unemployed between October 2002 and October 2003, 
5.4 percent of those with high school graduation, 4.8 percent 
of those with an associate’s degree or some college, and 3.1 
percent of those with a Bachelor’s degree or higher were 
unemployed.134  

Ensuring access to higher education for parents will not only 
help them remain employed but will also allow San Francisco 
to better meet its skilled labor force demands in the coming 
years. Even though San Francisco is nationally recognized as a 

128 Interview. Trent Rhorer, San Francisco 
Human Services Agency. National 
Economic Development and Law 
Center. July 2005.

129 Children’s Council of San Francisco. 
The Impact of Child Care on San 
Francisco’s Employment and Economy. 
July 1, 2003.

130 Interview. Loren Brown, Providian 
Financial. National Economic 
Development and Law Center.  

May 2005.
130 Ibid. Through their advocacy efforts, 

Providian Financial was also awarded 
“Corporate Child Care Advocate of 
the Year” by the Child Welfare League 
of America in 2001.

132 Discussion of results of The 
Abecedarian Study, as cited on  
www.fpg.unc.edu/~abc/. 

133 T. Karier, Welfare Graduates: College 
and Financial Independence, Levy 
Economics Institute of Bard College, 
as cited in Grassroots to Graduation: 
Low-income Women Accessing Higher 
Education. Boston: Wellesley College 
Center for Research on Women and 
Women’s Institute for Housing and 
Economic Development, 2003.

134 U.S. Department of Labor. The 
Employment Situation: October 2003. 
Washington, D.C. : U.S. Department of 
Labor Bureau of Labor Statistics, 2003.

135 American Community Partnerships. 
San Francisco: A Systems Approach  
to Economic and Workforce 
Development, 2004.
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leader for having a skilled workforce, there are still a significant 
number of unfilled jobs, of which the majority require some 
degree of specialized training, either on-the-job or through 
post-high school education. San Francisco: A Systems Approach 
to Economic and Workforce Development highlights that 
“education levels of the existing resident workforce are not in 
line with the educational requirements of the available jobs.”135

Child care is an important infrastructure for workforce 
development—enabling many workers to update their skills 
and fill available jobs. As Jim Wunderman, President and CEO 
of the Bay Area Council notes, “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.”136 
 
Policies that enable parents with limited incomes to pursue 
higher education and offer assistance with child care expenses 
benefit the economy. Research also demonstrates that student 
parents using on-campus child care:

n  Have higher graduation rates than their campus 
counterparts;137

n  Are more likely to remain in school and graduate in fewer 
years;138 and

n  Have higher grade point averages.139 

Similarly, student parents indicate that the availability of  
child care is critical to their decision to enroll in college.140  
Limited capacity of programs that offer child care during  
non-traditional hours prevents parents from enrolling in classes 
or programs that are offered outside of the typical 9 a.m. to  
5 p.m. workday.

on-campus child care in San Francisco
City College of San Francisco’s Child Development and Family 
Studies Program offers subsidized on-campus child care at 
three out of the nine City College campuses. These on-campus 
child care centers experience high demand with a significant 
number of income-eligible children on the waiting list 
Furthermore, the costs of these fully-subsidized high-quality 
programs far exceed the reimbursement they get from the state 
and federal government investments. This disparity makes it 
particularly difficult to serve infants and toddlers, whose care is 

136 Interview. Jim Wunderman, President 
and CEO, The Bay Area Council. 
National Economic Development and 
Law Center. May 2005.

137 Impact of Campus-based Child Care 
on Academic Success Student Parents 
at SUNY Community Colleges, 1989, 
and Child Development Center 
Participant Analyses, Bronx (New York 
City) Community College, 1994. As 
cited by The National Coalition for 

Campus Children’s Centers in their 
policy brief: Campus Child Care Bill: 
Child Care Access Means Parents in 
School Act, S1151 and H.R. 3936, 
1999. 

138 Ibid. 
139 Ibid. 

140 National Coalition for Campus 
Children’s Center. Policy Brief entitled 
Campus Child Care Bill: Child Care 
Access Means Parents in School Act, 
S1151 and H.R. 3936, 1999. 
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considerably more expensive than that of older children. High 
costs also make it difficult to offer extended programs that 
meet the needs of vocational education. As Stephen Santos 
Rico, Chair of the Child Development and Family Studies 
Program notes, “We should expand our on-campus child care 
services to meet the training schedules of nursing students and 
other vocational education programs, but our operating costs 
limit the number of hours we can operate per day.”141  

San Francisco State offers on-campus child care near Mary Park 
Hall. The center is owned and operated by Associated Students 
Inc. The center experiences heavy demand, with 142 children 
enrolled and 120 children on the waiting list.142 The center 
enables parents to attend the university. As Veronica Castillo, 
a liberal arts major, notes, “Had we not gotten child care, my 
husband and I would have had to drop out of school.”143  

UCSF operates two on-campus child care centers; one is 
located at the Parnassus Campus and the other is located at 
the Laurel Heights campus. A third campus at Mission Bay is 
scheduled to open by June 2006.144 

recruiting and retaining Businesses and Skilled 
Workers
When it comes to attracting and retaining highly skilled 
workers, U.S. Census data indicates that the San Francisco Bay 
Area may be the best area in the country. Of the 100 largest 
metropolitan areas in the nation, the Bay Area is ranked 
number one in terms of having a “young and educated” 
workforce.145 However, in a survey of San Francisco residents, 
an alarming 44 percent of parents with children under age six 
say they are “very likely” or “somewhat likely” to leave the 
city within the next three years.146 Families that leave the city 
represent an important part of San Francisco’s tax base and 
workforce. A strong economic infrastructure that includes a 
high-quality child care system creates sustainable communities 
that attract businesses and working families to the city  
and county. 

driveS LaBor Force ProdUcTiviTy   

Nationally and locally, businesses realize that they can increase 
their profitability by working to ensure that high-quality child 
care options exist for their employees.

141 Interview. Stephen Santos Rico, 
Chair Child Development and Family 
Studies, City College of San Francisco. 
National Economic Development and 
Law Center. May 2005.

142 S. W.  White. “Long Wait for In-Demand 
Licensed On Campus Child Care.” 
Golden Gate Xpress Online. April 14th, 
2005. 

143 Ibid.

144 University of California San Francisco. 
Retrieved from http://www.ucsf.
edu/daybreak/1997/09/908_chil.htm 
on November 15, 2005.

145 The Brookings Institution, Center  
on Urban and Metropolitan Policy. 
Labor Supply Pressures and the “ 
Brain Drain”: Signs from Census 2000.

146 San Francisco Office of the  
Controller. Preliminary Findings from 
San Francisco City Survey 2005. As 

cited by the Department of Children, 
Youth and Their Families, City and 
County of San Francisco in the 2005 
DCYF Community Needs Assessment.

147 Blue Cross Blue Shield of Massa-
chusetts. “Blue Cross Blue Sheild of 
Massachusetts Named One of the 100 
Best Companies for Working Mothers 
Nationwide.” September 23, 2003, 
www.bcbsma.com. 

148 Bright Horizons Family Solutions. The 
Real Savings from Employer-sponsored 
Child Care: Investment Impact Study 
Results. Boston, MA: Bright Horizons, 
2003.

149 Simmons College, Benefits of Work-Site 
Child Care, 1997, as cited by Bright 
Horizons Family Solutions.
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increasing employee retention
Particularly for companies that rely on highly skilled workers, 
retaining existing staff is a priority. Employees with young 
children may consider discontinuing work or moving to a more 
family-supportive company. Those who feel supported in their 
new family roles and who feel that their workplaces offer a 
balance between work and home obligations are less likely to 
leave their jobs.147 When employees do leave because of child 
care problems or transfer to a company with better child  
care options, companies lose human capital and incur high 
turnover costs. 

A national study of companies that offer on-site child care 
services to their employees found that turnover was nearly 
one-half in those who used the center compared to other 
workers.148 The survey also found that more than half of the 
center users had been with their company for more than five 
years and nearly half of them had been with their company 
for more than ten years. In a national survey, 19 percent of 
employees at companies with child care programs indicated 
that they have turned down another job rather than lose  
work-site child care.149 

While the number of employers offering child care benefits 
as a means to attract and retain quality employees grows, 
most employers miss out on this opportunity. In a survey of 
businesses by the U.S. Chamber of Commerce, only 32 percent 
reported actively assisting “their employees in addressing 
employment challenges such as child or dependent care, 
transportation or housing.”150 In a survey of employees, a 
human resources and consulting firm found a disconnect 
between employers and employees. Caring for dependents 
was one of the top six benefits employees desire. However, 
employers in a similar survey did not consider it essential.151  

Of the top 100 best businesses to work for in the Bay Area as 
cited by the San Francisco Business Times, 13 offered child care 
benefits and 83 offered flexible spending accounts, which can 
be used for child and elder care expenses.152

A meta-analysis of 15 different turnover cost studies found 
that average turnover costs for a full time employee making 
$8 per hour are over $9,000, 56 percent of the annual wages 
for that employee.153 For salaried employees, costs are at least 
150 percent of the base salary, and increase for higher-paid 
and more valued staff.154 At 2 percent of payroll, San Francisco 

employers directly spend an estimated $620 million annually 
formally and informally training their employees.155 High 
turnover reduces the return on investment that employers 
receive from training their employees. San Francisco employers 
who invest the most in training their employees are more likely 
to offer more comprehensive benefits, including child care.156

Pacific Gas & Electric has offered on-site child care at their 
corporate headquarters in downtown San Francisco since 
1992. This center was the first major on-site child care center 
in the downtown area and was named one of four nationwide 
“Dream Centers” by Working Mothers Magazine.157 The on-site 
center has provided a high return on investment. As PG&E 
spokesperson, Claudia Mendoza says of the on-site center,  
“It’s good for employee morale and retention, especially of 
women, and (it) offers a work-life balance.”158

Gap Inc. offers on-site child care through a consortium of 
other businesses that include: PC World, Laughlin Falbo Levy & 
Moresi, and Graycary. Other local employers also offer on-site 
child care. For example, Lucas Films recently built an on-site 
child care center in their new office building located in the 
Presidio. On-site child care has had a positive rate of return 
for GAP Inc. As Bill Tompkins, V.P. of GAP Inc.’s Total Rewards 
highlights:

“We have experienced quite positive returns on 
our investment in child care. Turnover rates for 
employees who use our supported child care center, 
are significantly less than the rest of our employee 
population, which saves real dollars and boosts 
productivity.” 159 

reducing absenteeism
A Families and Work Institute survey found that a quarter of 
employees with children under the age of 12 took 8 or more 
days off work each year because of child care issues.160

In a survey of parents, 45 percent miss at least one day of work 
every six months due to a child care breakdown. These parents 
average more than four days missed in a six-month timeframe. 
Additionally, 65 percent are late to work or leaving work early 
due to child care issues.161 

Unscheduled absenteeism in 2004 cost businesses an average 
of $610 per employee. In 2004, unscheduled absences were at 
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152 K.Bole. “Hiring is Still Tough Despite 
Tighter Economy.” San Francisco  
Business Times. April 8-14th 2005.

153 Sasha Corporation. Turnover costs in 
15 different studies. www.sashacorp.
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Total Rewards, the GAP Inc. National 
Economic Development and Law 
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five-year high. Unscheduled absences due to “family issues,” 
which includes child care breakdowns and the illness of a child, 
accounted for 23 percent of all absences (see Figure 8). On-site 
child care and emergency back-up child care were listed as two 
of the top three most effective work-life programs that reduce 
unscheduled absenteeism.162

Nationally, approximately 16 percent of major employers offer 
sick or emergency back-up child care to reduce absenteeism of 
their employees.163 These programs have a significant return on 
investment. J.P. Morgan Chase found that operating a back-up 
child care center, as well as providing employees with child 
care resource and referral counseling to help them find stable 
quality care, had an annual savings of $800,000, a 112 percent 
return on the company’s investment in child care benefits.164  

ChildrenFirst, a child care center in downtown San Francisco, 
provides back-up child care to employees from local employers, 
including: the Federal Reserve Bank of San Francisco, 
KPMG and Wells Fargo. Some of the employers require their 
employees to pay a small co-payment for child care and 
others subsidize the full cost of the back-up child care.165 
A ChildrenFirst client since 1999, Wells Fargo has seen the 
benefits of back-up child care:

“Initially the program was implemented as an 
attraction and retention tool, however, conservative 
analysis conclude the program not only pays for 
itself, but provides a return on investment. Team 
members who use the benefit are appreciative to 
have alternative resources when their normal child 
care arrangements fail.” 166

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

Morrison & Foerster, an international law firm based in San 
Francisco, also offers emergency back-up child care for their 
employees. The firm tracks the number of billable hours 
saved by the program. As Kathy Dykstra, Managing Director 
of Human Resources notes, “Our in-home back-up child care 
program was implemented in 1995 and has weathered the test 
of time in large part because we’ve been able to show that the 
program pays for itself.”167

The scalable-nature of back-up child care also makes it 
appealing to both large and small companies. Businesses with 
fewer employees may find even greater benefits from reducing 

absenteeism by supporting back-up child care, particularly 
when programs are low cost. 

enhancing recruitment
The accessibility of quality, affordable child care, on-site or in 
the community, is a strong recruitment tool for businesses. 
Family-supportive policies indicate a company’s commitment to 
the well-being of potential new employees and their personal 
lives, and make the company more attractive in a competitive 
workforce market. Particularly for highly specialized workers, 
company values are critical to attracting the best of the labor 
pool, with or without young children.

In an internal survey of working parents, Carlson Companies 
in Minnesota found that 78 percent of parents who were hired 
since an on-site child care center opened and who use the 
center reported that the benefit played a significant role in their 
decision to seek employment at Carlson.168  

Gap Inc. recognizes the importance of child care benefits 
for attracting their workforce. As Bill Tompkins, VP of Total 
Rewards at Gap Inc. says, “Child care is a significant issue in 
attracting high-quality talent in San Francisco. With child care 
facilities located within blocks of our offices in San Francisco, 
we are creating choices that they may not have at other 
companies.”169  

child care options for employers
There is a range of options that businesses have to support 
the child care needs of their employees. Nevertheless, few 
businesses capitalize on the advantages that child care 
benefits offer through increased economic productivity and 
reduced absenteeism and turnover. Strong benefits packages, 
which include child care and/or a public commitment to 
work-life issues, increase loyalty and reduce the likelihood 
that employees will leave the company, either to stay home 
or to work for another company. Child care benefits do not 
just benefit employees with children. In a survey of 140,000 
employees at various companies nationwide, 78 percent feel 
their work environment would improve if their co-workers’ 
child care needs were addressed.170

One Small Step’s Taking Care: An Employer’s Guide to Child 
Care Options is an extremely valuable local resource for local 
businesses interested in child care benefits for their employees. 
The manual highlights the following options for businesses:171

162 CCH Incorporated. 2004 CCH 
Unscheduled Absence Survey.

163 Hewitt Associates. “Hewitt Study 
Shows Work/Life Benefits Continue  
to Grow Despite Slowing Economy” 
April 23, 2001. www.was.hewitt.com.

164 Bright Horizons Family Solutions. 
Return on Investment. Presentation, 
2003.

165 One Small Step. Taking Care:  
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166 Interview. Susan Pon-Gee, Well Fargo. 
The National Economic Development 
and Law Center. August 2005.

167 One Small Step. Taking Care:  
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n  On- or near-site child care
n  Company-purchased slots in local child care centers
n  Back-up child care
n  Employer contracted child care for mildly ill children
n  Before- and after-school child care
n  Summer & school holiday programs
n  Resource and referral
n  Child care subsidy
n  Dependent care flexible spending accounts
n  Philanthropy to local child care initiatives
n  Flexible work arrangements
n  Educational events for employees around child care and 

other work-life issues

On-site child care is not feasible for many employers in the 
city. But other options to increase retention do exist. For 
example, a number of businesses provide flexible spending 
accounts enabling employees to use tax-free dollars on child 
care. Locally, Providian Financial enhances this benefit by 
matching employee contributions to flexible spending accounts 
for dependent care, up to $2,000 per year.172 Other employers 
permit flexible time, enabling employees to work around their 
child care needs.

There are several local examples where a group of employers 
and organized labor have collaborated to meet child and other 
dependent care needs of their employees. Labor union, UNITE 
HERE! Local 2 represents over 12,000 workers in the hospitality 
industry union of San Francisco and San Mateo. Local 2 
and over 50 San Francisco employers in union hotels and 
convention centers jointly created a child and elder care fund. 
Participating employers pay 22 cents in the fund for every hour 
worked by union employees. The fund provided at least one of 
the following child care-related benefits to participating union 
workers each year:

n  $100-$325/month for child care expenses

n  $125/month for families with newborns up to one year  
of age

n  Up to $400/year for youth programs, enrichment classes 
and summer camps

n  $150 per month for elder care expenses

n  Child and elder care resource and referral173

170 S. Barud. Claremont Graduate 
University. As cited by the United Way 
of the Bay Area and One Small Step in 
Choosing Care: An Employers’ Guide 
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171 United Way of the Bay Area and  
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172 Interview. Loren Brown, Providian 
Financial. National Economic  
Development and Law Center.  
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173 Interview. Lisa Jaicks, Local 2 / Hospitality 
Industry Child and Elder Care Plan. 
National Economic Development and 
Law Center. June 2005. It should be 
noted that the benefits listed above 
are offered in a lottery fashion, where 
union workers have four choices and 
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The Local 2/Hospitality Industry Child and Elder Care Fund has 
been successful at increasing productivity and loyalty among 
participating employees. In a July 2005 survey of employees 
who have received child care benefits, 99 percent indicate 
that the child care benefit helps them do a better job at work, 
52 percent report that the benefits helps them get to work 
on time and 24 percent report that the benefit keeps them 
from missing work because of child care problems.174 As one 
employee notes about the fund, ”I feel better about work 
because my employer cares enough to help with child care.”175 
The benefit helps employers too. As Sonya Jauregui, Human 
Resources Director of the Holiday Inn at Fisherman’s Wharf 
notes, “We certainly see the [obstacles people face caring for 
family members] here at the Holiday Inn… At our hotel, the 
program [the Local 2/Hospitality Industry Child and Elder Care 
Program] has enhanced our ability to provide high-quality 
services to our guests and in turn, [makes] us more competitive 
in the industry. This is because our employees are able to focus 
on their work while at the hotel, versus worrying about who is 
going to take care of their child.”176 

Approximately 96 percent of San Francisco businesses employ 
fewer than 50 people, accounting for more than one-third 
of the city’s workforce.177 These businesses face particular 
challenges in providing employee benefits, including child care. 
While most employee benefits provide an economy of scale 
for larger companies, they are less economically efficient for 
smaller companies. There are cost-efficient ways that small 
employers can use to support the child care needs of their 
employees. For example, four low-cost options are:

n  Supporting a child care program or programs that serve 
employees from multiple participating companies

n  Creating or joining existing community partnerships that 
work towards improving the affordability, quality, and 
supply of child care

n  Offering pre-tax flexible spending accounts for child care 
expenses

n  Flexible scheduling so employees can balance work hours 
and child care availability178

Another option available to San Francisco businesses is 
“enhanced referrals” for their employees from the Child Care 

Resource and Referral Agency (R&R). Businesses contract 
with the R&R for their employees to receive counseling and 
information on child care options, child care referrals, and 
follow up services to ensure that their child care needs are 
met. Child care referrals gained from the R&R may include over 
700 licensed child care centers and licensed family child care 
homes throughout the city. Counselors explore with the parent 
what they are looking for in child care and assist them to meet 
special needs, such as language capacity or non-traditional 
hours of care. Low-income employees also learn about their 
eligibility for child care subsidies and can be placed on the 
Centralized Eligibility List for all the city’s subsidized child care 
programs. The R&R also offers “brown bag” workshops for 
employers on choosing child care.

cULTivaTinG San FranciSco’S FUTUre 
LaBor Force

High-quality early childhood education and care can increase 
children’s ability to enter traditional K-12 schooling ready 
to continue learning so that they are prepared for future 
opportunities.179 Decades of research have been dedicated 
to understanding the effects of child care on young children. 
A number of large surveys and long-term studies have 
consistently found that high-quality child care programs are 
beneficial to young children’s growth and development, and 
contributes to their success later in life. 

A national survey found that young children who attended 
higher quality and more stable child care programs had the 
following characteristics through elementary school, compared 
to peers in care settings rated as having poorer quality:180

n  Improved math and language ability
n  Enhanced cognitive and social skills
n  Fewer behavioral issues

The National Academy of Sciences brought together a 
committee of experts to synthesize research on early childhood 
development. They agreed that “the effects of child care 
derive not from its use or nonuse but from the quality of the 
experiences it provides to young children.”181

Current findings indicate that investments in early education 
have greater returns than educational investments in later life 
because younger people have more time to generate returns  
on investments and because “skill begets skill.182  

174 Local 2 / Hospitality Industry Child and 
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July 2005.
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February 2003. 
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180 E. S. Peisner-Feinberg, M. R. Burchinal, 
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through Second Grade.” Child 
Development. September / October 
2001, Volume 72, Number 5, Pages 
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classroom quality measures using the 
Early Childhood Environment Rating 
Scale (ECERS), teacher sensitivity 
using the Caregiver Interaction Scale 
(CIS), child-centered teaching style 
using Early Childhood Observation 
Form (ECOF), teacher responsiveness 
using Adult Involvement Scale (AIS).  
In addition, teacher-child relationship 
and child assessment measures  
were used.
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Government and economic development leaders have openly 
discussed the need for a skilled workforce prepared for the 
economic demands of tomorrow. More recently they are 
beginning to recognize that child care is a critical part of an 
educational system that will create a skilled future workforce. 
As San Francisco Mayor Gavin Newsom highlights:

“Childhood literacy is the foundation of academic 
and life success. Though San Francisco’s test scores 
compare favorably withother 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.” 183

– San Francisco Mayor Gavin Newsom

Jim Wunderman, President and CEO of the Bay Area Council, 
also recognizes the future implications of child care that is high-
quality, “Quality child care helps create lifetime learners and 
that has obvious and profound effects on the future 
workforce.”184 Recognition that high-quality child care programs 
are a vital component of an outstanding educational system will 
help to build a skilled workforce that can help current and future 
employers succeed in a demanding global marketplace.  

The Committee for Economic Development (CED), a 
national nonpartisan research and policy organization of 
250 business leaders and educators, highlights the need for 
an inclusive education system, “CED urged the nation to 
view education as an investment, not an expense, and to 
develop a comprehensive and coordinated strategy of human 
investment. Such a strategy should redefine education as a 
process that begins at birth and encompasses all aspects of 
children’s early development, including their physical, social, 
emotional, and cognitive growth.”185 Other business leaders 
are also recognizing the link between high-quality child care 
and a strong future economy. Lewis Platt, chairman of Boeing, 
became one such champion: “It’s the way businesses value 
things and something they understand,” he says of the return 
on investment from quality preschool. “We really have a 
problem in California. We have jobs, but our schools aren’t 
producing people qualified for those jobs. We constantly have 
to hire out of state because high school graduates in California 
don’t measure up.”186
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HiGH-QUaLiTy cHiLd care’S 
SiGniFicanT PUBLic reTUrn 

Cost-benefit analyses of three long-term, high-quality, early 
education intervention programs indicate that there are 
significant future public savings when money is invested in 
high-quality child care, particularly for low-income children. 
In the three studies discussed below, common quality 
elements include qualified staff comprised of teachers with 
specific training in early education, low teacher turnover 
rates, and classrooms with low child-to-teacher ratios.187 In 
the Abecedarian Study, a group of low-income children was 
randomly assigned to an early intervention program and a 
second group of participants was not offered the program. The 
investigators found that children who participated in the early 
intervention program were, at age 21, significantly more likely to 
be in a high-skilled job or in higher education (see Figure 9).188

In another long-term study, the Chicago Child-Parent Study 
(CPC), low-income children in a high-quality, child-focused 
intervention program were less likely to drop out of high 
school, be in special education, repeat a grade, or be arrested 
as juveniles than peers.189 A third study, The High/Scope Perry 
Preschool Project, released findings when comparing adults at 
age 40 who received high-quality child care as young children 
with peers who did not. The study found that the group who 
received early childhood education instruction earned more 
money, were more likely to have a savings account, and were 
less likely to be repeat criminal offenders than their peers who 
were not randomly assigned to the program. Cost-benefit 
analyses of these differences reveal that the high-quality 
programs returned as much as $17 for every $1 spent in early 
childhood.190 Economists have analyzed the overall costs and 
benefits of these three child care programs, revealing that 
significant cost savings were realized (see Table 3 for  
a summary).191

These findings indicate the economic value of investing in 
quality child care, especially for low-income children. However, 
children in middle- and high-income families also experience 
academic problems, including significant grade retention and 
high school dropout rates.192 Nationally, 12 percent of middle-
income children are held back at some point during school, 
and 11 percent drop out of school before graduating high 
school.193 One study shows that there is a linear relationship 
between income and school readiness (see Figure 10).194 A 
third of middle-income children and a fourth of upper-middle-
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FIGURE 9
Outcomes of Children in Abecedarian Project,

at Age 21
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TABLE 3
Economic Benefits of Early Education Programs

for Low-Income Children

All dollar values are based on a three percent discount rate

 NUMBER OF  AVERAGE  TOTAL COST LIFETIME
 YEARS OF ANNUAL  OF PROGRAM BENEFIT TO
 PROGRAM COST PER  PER CHILD SOCIETY
  CHILD  PER CHILD

Chicago CPC Study 2, half-day $3,500 $7,000 $48,000

Perry Preschool Project 2, half-day $6,000 $12,000 $108,000

Abecedarian Project 5, half-day $7,200 $36,000 $136,000



income children lack “key pre-literacy skills when they enter 
kindergarten.”195 These findings provide evidence that high-
quality early education programs may be cost effective for 
children across most income brackets. As one economist notes 
about preschool, “If you were to get one-tenth the public 
savings from high-quality preschool for middle-income children 
(as you do for low-income children), high-quality preschool 
programs would still be cost effective.”196

A study by economists at the Federal Reserve Bank in 
Minneapolis used the High/Scope Perry Preschool Project 
findings to estimate the returns on public investment from 
reduced spending and increased tax payments resulting from 
quality early education and care. Quality early childhood 
development programs for low-income children generate a  
16 percent rate of return on investment, 12 percent of 
which is a public rate of return.197 They found that, “Most 
of the numerous projects and initiatives that state and local 
governments fund in the name of creating new private 
businesses and new jobs result in few public benefits. In 
contrast, studies find that well-focused investments in early 
childhood development yield high public as well as private 
returns.”198 They demonstrate that the High/Scope Perry 
Preschool Program’s 16 percent return on investment when 
adjusted for inflation is considerably higher than the long-term 
return on U.S. stocks, 7 percent (see Figure 11).199

Reduction in crime rates results in a more desirable community 
that attracts businesses and skilled workers. In response to 
a report highlighting long waiting lists for publicly funded 
preschool programs in San Francisco (87 percent of public 
preschool programs in San Francisco have waiting lists)  
San Francisco District Attorney Kamala Harris noted:

“San Francisco’s youth deserve to have real 
opportunities that will help them build the skills 
they need to become productive members of 
society. Research has repeatedly shown that high-
quality preschool and after-school programs can be 
powerful weapons against crime. In order to keep 
our communities safe, we must not only be tough but 
also smart by investing in programs that have been 
proven to reduce and prevent crime.” 200

– San Francisco District Attorney Kamala Harris
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FIGURE 11
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.
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The economics of Preschool for all
In 2005, RAND, a nonprofit research organization, analyzed 
the costs and benefits of a universally accessible preschool 
program in California. Using a very conservative methodology, 
they found that universal preschool, if implemented throughout 
California, would generate a return on investment of $2.62 
for every dollar spent.202 RAND also highlighted that this 
investment provides a higher return than other investments 
made by local and state governments in the name of economic 
development, despite the fact that these returns are based 
on science. As the RAND study demonstrates, “Notably, in 
the case of early childhood investments, the net gains to 
government and society as a whole are not zero sum but 
constitute real benefits in terms of lower government outlays, 
a more skilled future workforce, and a more responsible 
future citizenry. Moreover, these conclusions rest on scientific 
evidence that these outcomes are attributable to the 
investment in preschool education itself and would not occur 
under the status quo.”203 The RAND study also highlights the 
indirect benefits that a universal preschool program would 
have on California’s economy through enhanced quality of life, 
increased labor force participation, and reduced productivity 
drags, such as turnover and absenteeism.204 

In March 2004, San Francisco voters passed Proposition H, a 
Charter Amendment that declares that the City and County 
of San Francisco will provide all City residents with the option 
of free preschool for four-year-old children by no later than 
September 2009.205 In July of 2005, San Francisco began 
implementing its plan for Preschool for All (PFA). The plan laid 
out the framework for the Preschool for All program, allocating 
an estimated $3.3 million dollars in the first year. It also 
identifies the ongoing work necessary to begin implementation 
in September 2005. The following are some of the highlights 
for the Year One plan:

n  Approximately 800 children will benefit from high-quality 
free preschool services by enhancing quality in existing 
spaces and creating new spaces.

n  PFA will begin in four target zip codes that were selected 
based on the following criteria: the need for services, 
access to services, income and provider diversity, and other 
factors. The four zip codes are: Mission (94110); Excelsior/
OMI (94112); Bayview (94124) and Visitacion Valley 
(94134).

200 Interview. Kamala Harris,  
San Francisco District Attorney. 
National Economic Development  
and Law Center. October 2005.

201 RAND Corporation. Labor and  
Population. The Economics of  
Investing in Universal Preschool 
Education in California, 2005.

202 Ibid.
203 Ibid.

204 San Francisco City Charter SEC. 
16.123-2. Public Enrichment  
Education Fund.

205 Mayor Newsom Communication  
Office. July 6, 2005.
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n   An arts, science, and literacy resources enhancement will be 
developed and available to all preschool providers citywide.

n   Allocated funds for workforce and professional 
development, facilities, and evaluation are integral parts of 
the plan to improve quality and increase access.

n Outreach efforts are underway to touch children not yet 
receiving care to ensure that PFA is accessible and available 
to all 4-year old children.

n A commitment to build on, enhance, and strengthen the 
entire early care and education system by paying attention 
to the impact of PFA services for children ages 0-5.

Local business leaders and government officials are excited 
about the economic impact that Preschool for All will have in 
San Francisco. As Mayor Gavin Newsom explains:

“The Preschool for All system builds on and supports 
the diverse providers currently serving our children and 
families…I can’t think of a better way to start off our 
children’s school careers than a preschool education 
and a solid foundation for learning. When our children 
succeed, everyone benefits.” 206

 – San Francisco Mayor Gavin Newsom

SecTion SUMMary
 
Child care, business, and economic development are critically 
linked in many ways. A healthy child care industry helps to keep 
the economic wheels turning by ensuring that the current labor 
force has access to jobs and career advancement opportunities, 
helps businesses recruit and retain the best employees, expands 
productivity, and in turn increases businesses’ bottom-line. 
Investments in building and maintaining a high-quality child 
care system reduces future public expenditures and helps 
San Francisco develop a skilled, productive, and competitive 
workforce. In the same way that local government and the 
private sector collaborate to increase the availability of 
affordable housing and a quality transportation systems, they 
mutually benefit from investing together in a child care system 
as it too is a vital part of the city’s economic development 
pie. Investing in quality child care becomes a catalyst for San 
Francisco’s economic success:

n  San Francisco taxpayers benefit when costs for criminal 
justice, remedial education, unemployment, and 
welfare decline as a result of high-quality child care  
and early education.

n  San Francisco communities benefit when high-quality 
child care and early education improve quality of life by 
decreasing criminal activity and negative outcomes  
for youth. 

n  San Francisco children benefit because they enter the K-12 
school system socially, emotionally, and academically 
prepared to continue learning and school success.

n  San Francisco businesses benefit when quality, 
affordable, accessible child care and early education 
options attract and retain workers, but also by 
cultivating the future workforce by improving skills 
and well-being of young children so they are better 
prepared for employment needed for prosperity—today 
and in the future.
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“Child care is part of the fabric of our economic infrastructure. If San Francisco is to reap the 
benefits this industry can produce, the public and private sectors need to work in partnership to 
strengthen the child care industry to maximize its potential to contribute to City’s economy—
now and in the future.”        gavin neWsom

San Francisco Mayor



The child care industry in San Francisco plays an important 
role in economic development. It generates $191.0 million 
in gross receipts annually and provides 4,415 full time-
equivalent jobs. This puts it on par with other significant 
San Francisco industries such as computer systems design 
services, clothing stores, and the construction of buildings. 

Demographic and economic trends indicate that San 
Francisco has of one of the highest costs of living in the 
country, making it a very difficult place to live and work 
for families with young children. And with 62 percent of 
women with a child under the age of six is in the labor 
force,206 and growth in lower wage jobs during non-
traditional hours highlights the need for a child care system 
that is financially accessible to low- and middle-income 
families is imperative. Lastly, growing diversity among the 
city’s population of children indicates a need for culturally 
and linguistically appropriate child care programs and 
workforce.

San Francisco’s present and future economy benefits  
when children participate in high-quality child care. When 
parents have access to high-quality, reliable child care, they 
can be expected to be more productive in the workplace, 
absenteeism is reduced, turnover is cut, and in turn the 
value of businesses increase. Children in high-quality 
programs are better prepared for kindergarten and more 
likely to become life-long learners who are ready to meet 
the demands of the future global economy. Children 
participating in high-quality programs also have a reduced 
likelihood of negative outcomes, which saves the 

government money and increases the quality of life for all 
the city’s residents. 

Five main challenges constrain the child care industry from 
growing and maximizing the impact of investments by 
families, employers, labor unions, and federal, state and 
local governments:

n  A need for more local businesses to actively support the 
child care needs of their employees

n  A lack of strong child care language in the General 
Plan and insufficient integration with other economic 
development activities

n  A shortage of licensed child care facilities (especially 
downtown) to meet the demand

n  A shortage of qualified child care workforce

n  Financial limitations of consumers, especially to access 
licensed infant and toddler care

The role and importance of child care as a vital 
component of San Francisco’s short and long term 
economy must be recognized. Government, business, 
labor, the child care industry, and the general public have the 
ability to maximize the economic contributions of child care 
in San Francisco. Understanding the link between child care, 
working parents and the economy, these groups should work 
in partnership to ensure that:

S e c T i o n5 Conclusion and 
Recommendations 

 206 California Child Care Resource & 
Referral Network, 2005 California 
Child Care Portfolio. 
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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 their employees;

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

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

Recommendation numbeR 1 :  
ensure that 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 their 
employees;

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.
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»  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  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  Educate businesses about how to leverage existing 
resources to provide child care benefits at the most  
efficient cost. 

n  Create tax incentives for businesses who offer child care 
benefits, invest in the local child care infrastructure, and/or 
offer 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  Leverage and utilize the expertise of One Small Step, a 
local nonprofit that works with Bay Area employers in an 
ongoing exchange of ideas, information and experience on 
developing employee and family-supportive initiatives, to 
engage and educate businesses about work/life resources, 
such as child care.

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

n  Ensure human resources administrators are aware of the 
free services and information available from the Children’s 
Council of San Francisco and Wu Yee Children’s Services—
the city’s child care resource and referral agencies.

n  Publicly recognize businesses who are child care 
champions.

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

n Create a toolkit of child care options and resources for 
employers to share with their working families.

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 level to support public policy platforms 
and changes that will strengthen the child care and early 
education systems.

Recommendation numbeR 2 :  
ensure that there is a strong supply of qualified, 
diverse, and well-compensated child care/early 
education professionals.

Business Strategies

n  Work with government officials to create a loan-
forgiveness program to support the cost of early childhood 
professionals seeking their higher education degree. 

n  Fund scholarships that provide financial support for early 
childhood professionals who desire to get a bachelor’s 
degree in early childhood education.
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Public Sector Strategies

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  Create a public/private partnership charged with doing 
public campaigns and outreach that will encourage 
and recruit people into the child care/early childhood 
profession.

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

n  Provide financial resources to enhance and support 
the evolution of the higher education system so that it 
can meet the needs of those wishing to join the early 
childhood field and those already in it. Some examples 
include: establishing a summer institute for early childhood 
students, offering flexible classes schedules that are at 
nights and on weekends, and facilitate system changes 
that will help expedite the process for those attempting to 
obtain their bachelor’s degree in early childhood education.

child care industry Strategies

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

Recommendation numbeR 3 :  
ensure that high-quality child care programs and 
services are affordable and accessible to all families 
who want and need them.

Business Strategies

n  Provide trainings and educational materials to employees 
about the importance of high-quality child care that will 
also provide them with opportunities to also learn about 
the aspects of high-quality child care. 

n  Invite local resource and referral agencies to share 
information about their services that can help employees 
with children find child care.

n  Contribute to a fund that will help families bridge the gap 
between income eligibility for child care assistance and 
self-sufficiency.

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

n  Provide no- or low-cost facilities or space for child care 
providers to help lower fixed costs so that they can offer 
high-quality child care at a more affordably to families.

n  Create economic incentives for businesses offering licensed 
infant and toddler care including, subsidies and/or free or 
reduced rent for child care facilities.

n  Identify special incentives and implement strategies to 
offer to businesses operating in or wishing to relocate to 
San Francisco that help their employees access quality child 
care, either through providing care, offer work/life benefits, 
or child care resource and referral assistance.

n  Create a fund that will help families bridge the gap 
between economic self-sufficiency and income eligibility  
for child care assistance.

n	 Advocate for an increased federal child care dependent  
tax credit.

n  Make public transportation more accessible to working 
parents with young children.
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child care industry Strategies

n  Advocate to the state to reform child care policies so that 
they more accurately reflect the regional differences in 
family income and cost of doing business. 

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

n  Highlight to the public and private sector that most parents 
with infants and toddlers work, therefore, high-quality  
child care programs for infants and toddlers are equally  
as important as child care programs for preschoolers.

concLUSion

Ultimately, San Francisco’s future economic productivity 
depends upon investment in quality child care as a critical 
industry. The short term economic benefits to working families 
and their employers are apparent. Equally important are the 
long term benefits in human capital – children, their school 
readiness, and the productivity of our future workforce. San 
Francisco can maximize the economic benefits from its child 
care industry by promoting and implementing these strategies 
and recommendations. By partnering, the child care industry 
stakeholders, including business, government, and the child 
care industry itself, will find solutions to address the systemic 
barriers to high-quality, affordable, accessible child care for  
San Francisco. 
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3. Engagement
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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
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“The return on investment from early childhood development is extraordinary... After measuring 
the public impact on the quality of life that such a foundation can provide, the costs of not 
making such an investment are just too great to ignore.”

art ronick & rob gruneWald

Federal Reserve Bank of Minneapolis



The economic contribution of the child care industry is 
significantly undercounted in traditional economic accounting 
tools and alternate methodologies for collecting data are 
necessary.
 

UniverSe oF THe cHiLd care indUSTry

The child care industry includes formal programs that serve 
children birth through age 12:

n  Licensed family child care homes

n  Licensed child care centers (including CDE-CDD-funded 
child development programs and Head Start/Early Head 
Start programs) 

n  License-exempt home providers who receive publicly-
sponsored parent vouchers

n  Special education preschool programs

 The estimates of gross receipts and direct employment 
represent a “snapshot” of the industry taken at a particular 
time. It is important to note that the estimates only capture 
the formal child care sector, because enrollment and costs 
are difficult to measure for the informal education and care 
sector. Adding informal care would increase gross receipts 
and direct employment figures. For a detailed description 
of the child care arrangements that are not included in the 
analyses of this report, please see page three.

GroSS receiPTS

Gross receipts estimates for licensed child care centers 
(excluding CDE-CDD-funded child development classrooms and 
Head Start/Early Head Start programs) and licensed family child 
care homes, are based on this calculation:

  Full Time-equivalent enrollment 
    x  average cost/child/year 

    =  Gross receipts

Full time-equivalent enrollment numbers are derived from 
the Children’s Council of San Francisco and Wu Yee Children’s 
Services databases which track capacity, enrollment and 
vacancy in licensed child care centers and licensed family child 
care homes. Full time-equivalent enrollment was calculated as 
capacity less reported vacancies. Enrollment for family child 
care was not broken out by age group in the R&R database. 
Therefore, we used data from SFCARES, a program designed 
to improve the compensation, professional development and 
retention of the child care workforce, to estimate enrollment  
by age for licensed family child care homes.

For the gross receipts calculation the average rate for each type 
of care and age group from the 2005 R&R survey was used 
(see Table 4). 

Gross receipts for programs funded by CDE-CDD are equal to 
the total budget spending in fiscal year 2004-2005 as reported 
by the CDE-CDD.207 Gross receipts of Head Start / Early Head 

207 California Department of Education 
Child Development Division.  
Combined Contract Report.  
Sacramento, June 1st 2005.

A Methodology for 
Calculating Gross
Receipts and  
Direct Employment

a P P e n d i X
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Start programs are equal to the total budget spending for 
fiscal year 2004-2005 as reported by grantees.208 Gross 
receipts for special education preschool programs equal the 
total expenditures for 2004-2005 as reported by San Francisco 
Unified School District.209 Gross receipts for license-exempt 
home providers who receive vouchers equal the total spending 
on vouchers for 2004-2005 as reported by Children’s Council of 
San Francisco.210  

direcT eMPLoyMenT 

Direct employment is an estimate of the total number of jobs in 
the child care industry. 

The number of people working in licensed family child care 
homes was calculated based on enrollment using licensing 
requirements. See below for the equation used to estimate full 
time- equivalent enrollment.

Family Child Care Homes licensed for 6-8     =  1 FTE Employee
Family Child Care Homes licensed for 12-14  =  2 FTE Employees
 
For licensed child care centers (including Head Start/Early 
Head Start and programs funded by the CDE-CDD), licensing 
ratios were also used, according to Table 2. These were 
applied to enrollment, which was estimated according to the 
method described above. Because licensed child care centers 
typically hire more staff than is required by law, we adjusted 
our employment estimates. For Title V centers, we used full 
time employment equivalency estimates for WAGES Plus. After 
weighting the estimates for capacity, we applied that average 
to Title V centers that were not in the WAGES PLUS database. 
For Title 22 centers we used the hours of operation of centers 
to approximate full time employment equivalency.

208 Interview. Heidi McLaughlin, Mission 
Neighborhood Centers, Inc. May 25th, 
2005. Karen Lam, Director of Kai Ming 
Head Start, May 13 2005. Dr. Eurnestine 
Brown Wells, Child Development 
Program Director, Wu Yee Children’s 
Services, June 17th. Juanita Santana,  
San Francisco State University Head 
Start, June 13th 2005. All interviews 
were conducted by the National 
Economic Development and Law Center.

209 Inte0rview. David Wax, San Francisco 
Unified School District. National 
Economic Development and Law 
Center. September 14, 2005.

210 Children’s Council of San Francisco. 
Voucher Spending Fiscal Year  
2003-2004. May 24th, 2005.

211 Some experts have criticisms of the 
methodologies used to generate 
multipliers, and some experts criticize 
the overstated claims that are 
sometimes made about industries’ 
gross effects rather than net effects.

TABLE 4

Average Annual Fees For Child Care Programs,
San Francisco 2005

PROGRAM   LICENSED AVERAGE
   CAPACITY ANNUAL
    FEE

Licensed Child Care Centers (including 
Head Start and CDE-CDD-Funded Programs)
 Infants and Toddlers   949 $13,370
 Preschool-age children   11,349 $11,004
 School-age children   4,210 $4,717

Licensed Family Child Homes (0-13)  5,364
 Infant / Toddler   N/A $10,860
 Preschool-age children   N/A $9,900
 School-age children   N/A $8,280

License-exempt providers receiving vouchers N/A N/A

Special education preschool programs  N/A N/A

TABLE 5

Staff to Child Ratios Used to Generate Employment Estimates,
By Program, San Francisco County

PROGRAM ALL INFANT PRESCHOOL-AGE SCHOOL-AGE
   AGES  CHILD CHILD
    

Title V Licensed 
Child Care Centers  1:3 1:8 1:14

Title 22 Licensed 
Child Care Centers  1:4 1:12 1:14
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B Indirect and Induced 
Effects of the  
Child Care Industry

a P P e n d i X

Every industry, including child care, is linked to the rest of the 
local economy through a number of avenues, reflecting the fact 
that establishments purchase supplies from other businesses 
and the industry’s employees spend their earnings in part 
on locally produced goods and services. The linkages of the 
child care industry in San Francisco County can be measured 
using an input-output model and its associated multipliers, a 
methodology used by some economic development specialists. 
While the multiplier methodology is not without controversy, 
these estimates illustrate that child care is an important 
integrated component of the San Francisco County economy, 
both through its direct employment and output, and through 
its economic linkages.211 
 
These estimates for the impact of child care on indirect and 
induced earnings and other productivity effects are based on 
the application of the 2002 San Francisco County module of the 
IMPLAN Input-Output (I-O) model. Initially developed for use 
by the U.S. Forest Service, IMPLAN is now used in many fields. 
It relies on the same basic model structure and underlying 
economic data as the U.S. Department of Commerce Bureau of 
Economic Analysis Regional Impact Modeling System (RIMS).
 
I-O models use area-specific data on industrial and commercial 
activity to trace the linkages between industries. IMPLAN 
is based on a table of direct requirement coefficients which 
indicate the inputs of goods and services from various 
industries required to produce a dollar’s worth of output in 
another, single industry. Standard economic “production 
functions”— the capital, labor and technology needed to 
produce a given set of goods — determine how changes in  

one industry’s demand ultimately affect the demand for 
the inputs to that industry. For example, producing a ton 
of steel may require three workers and a particular set of 
equipment, which would not be required if the steel were no 
longer needed. Likewise, child care programs must purchase 
educational materials, facilities and professional staff services.
 
IMPLAN contains more than five hundred economic sectors, 
and uses economic census data to compile regional economic 
information. National data are adjusted for the industrial and 
trading patterns for the subject region. Based on this structure, 
IMPLAN estimates the regional economic impact that would 
result from a dollar change in demand of a particular industry.
 
The multiplier effect estimates the links between an industry 
and other areas of the economy. For this analysis, Type II 
multipliers, which exclude government spending, are used. 
Estimates for the impact of child care on the economy are 
based on three primary types of multipliers:
 
n  direct effects:  Effects introduced into the county’s 

economy as a result of spending on child care.
 
n  indirect effects:  Effects reflecting spending by the  

child care industry.
 
n  induced effects:  Effects on household spending by  

the child care workforce. These effects reflect changes in 
the county’s economy caused by increases or decreases  
in spending patterns as a result of the direct and  
indirect activity. 
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For San Francisco, the various multipliers for the child care 
industry are reported in Table 6.
 
Based on a gross receipts of $191.0 million in the child care 
industry, $52.7 million in gross indirect output, including 
output in real estate ($11.4 million), wholesale trade  
($11.8 million), and food services ($2.9 million). Gross receipts 
totaling $191.0 million also correspond to $69.9 million in  
gross induced output, including wholesale trade ($4.5 million), 
food service and drinking places ($3.9 million) and real estate 
($3.6 million), and doctors’ offices ($3.4 million). In total, 
direct, indirect, and induced industry output for the  
San Francisco child care industry totals $313.6 million.
 
Similarly, a direct employment estimate of 4,415 jobs in 
licensed child care corresponds to 383 gross indirect jobs 
sustained by the child care industry. These include jobs in real 
estate (60 jobs), food services and drinking places (57 jobs), 
employment services (26 jobs), and wholesale trade (25 jobs). 
In addition, 583 gross induced jobs are sustained, including 
those in health care (81 jobs), food services and drinking 
places (78 jobs), colleges and universities (15 jobs), and even 
in performing arts companies (4 jobs). In total, direct, indirect, 
and induced employment for the San Francisco child care 
industry totals 5,381 jobs in this analysis.

TABLE 6

Child Care Industry Type II Multipliers
San Francisco

   INIDIRECT INDUCED TOTAL TYPE II
      
    

Output .276 .366 1.64

Value-Added .295 .394 1.69

Employment .087 .132 1.22

Indirect Business Taxes 1.97 3.15 6.12

Labor Income .242 .327 1.57
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caPaciTy BUiLdinG and QUaLiTy 
enHanceMenT inveSTMenTS

n  The children’s amendment (children’s Fund and 
children’s Baseline) is a voter-approved measure that 
sets aside money to support children’s services. This fund 
is managed by the Department of Children Youth and Their 
Families (DCYF), which invested $28.3 million last year. Of 
which, 12 percent ($3.4 million) went directly to child care 
programs. Many of the programs and initiatives highlighted 
in this section are funded from this fund.212

n  The child care capital Fund is funded by developers 
that build and occupy 50,000 or more square feet of office 
or hotel space in San Francisco. Developers can either build 
child care onsite, establish a relationship with a non-profit 
to provide a child care facility elsewhere in the city, or they 
can pay $1 per square foot to the fund. The size of the fund 
varies; in FY 2004-2005 the budget was $400,000. The 
city directs most of the dollars in the fund to the Child Care 
Facilities Fund (CCFF) of the Low-Income Investment Fund.

n  child care Facilities Fund (ccFF) of the Low-
income investment Fund is a public-private partnership 
that delivers capital financing and funding for quality 
enhancement.  The CCFF is a $2.8 million fund that is used 
to do the following:  

1) The Family Child Care Grant Program offers recoverable 
grants for one-time expenses to family child care 
providers related to quality improvement or expansion.

2) The Child Care Center Grant Program provides 
recoverable grants related to facilities projects or 
quality improvement.

3) The Flex Fund Emergency Grant Program provides 
small grants to licensed child care facilities to serve 
immediate health and safety issues and/or accessibility 
issues for children with special needs.

4) Technical Assistance provides one on one and 
classroom-based assistance on key facilities and 
business issues.

5) Infant/Toddler Fund Startup provides investments for 
capital support, training and technical assistance. The 
fund focuses on the expansion of newly created infant/
toddler spaces in San Francisco. The fund provides 
operating support of $2,200 per infant/toddler space in 
a child care facilities that serve at least 25 percent low-
income children.

6) Policy development to ensure a fertile ground for 
facilities development.

n  Section 108 child care center development 
Loan Program is funded through The Mayor’s Office 
of Community Development (MOCD) U.S. Department 
of Housing (HUD). The program offers long-term loans 
for the capital costs of building new child care centers or 
expanding existing centers. The Department of Human 
Services subsidizes the loan repayment for the new child 
care centers created through this program. The loans are 
administered by CCFF. This is an investment of roughly 
$900,000 per year.213  

C Profile of Local  
Child Care 
Investments 

a P P e n d i X

212 California Department of Education, 
Child Development Division. Combined 
Contract Report. Wednesday June 1, 
2005.

213 San Francisco Department of Children, 
Youth and Their Families. San 
Francisco Investments in Child Care. 
February 2005. “WAGES Plus Land-
scape.” This estimate is based on the 

annual funding of $800,000 from San 
Francisco’s General Fund. Additionally, 
HUD has an allocated $10 million 
dollars over 12 years or $836,000 per 
year. Funding for the program may 
vary from year to year depending on 
how much HUD invests.
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n  The MOCD also funds Pre-licensing child care 
Training through San Francisco’s child care resource 
and referral agencies. In 2004-2005 these agencies spent 
$114,000 on these trainings.214 Wu Yee Children’s Services 
and Children’s Council of San Francisco offer potential 
child care providers licensing information and business 
administrative strategies in several languages, as well as 
one-on-one technical assistance for becoming licensed, and 
improving or expanding their child care home environments 
and business practices.

n  The child care inclusion challenge Project 
(ccicP) is a collaborative project of the Children’s 
Council of San Francisco, Support for Families of Children 
with Disabilities, the Child Care Law Center and Wu Yee 
Children’s Services. CCICP supports families in finding and 
maintaining child care for children with disabilities and 
special health care needs, and the project assists child care 
providers by providing technical assistance and training 
on various topics related to working with children or other 
special needs. In FY 2004-2005, the local investment 
totaled $464,000.215

n  infant/Toddler Sustaining Grants is a project of First 
5 San Francisco that provides $900,000 in grants to assist 
child care providers who serve infants and toddlers.

inveSTMenTS in cHiLd care TeacHerS  
and ProviderS

n  WaGeS Plus is a nationally recognized program of the 
San Francisco Human Services Agency which augments 
the wages of child care workers, moving them closer to 
a living wage. Salary augmentation levels are based on 
“wage floors” that increase depending upon the education 
and responsibilities of workers. The base level ranges 
from $9.50 per hour for non-teaching staff, to $18.00 per 
hour for Site Supervisors.216 Because Family Child Care 
(FCC) operators do not receive wages, the WAGES+FCC 
providers instead receive a stipend for serving at least 
one subsidy-eligible child who is not receiving a subsidy. 
Eligible FCC providers may also receive funding to augment 
the wages of their staff as well as business supports. This 
program has successfully increased the wages, education, 
and responsibilities of child care providers, while at the 
same time improving retention—a recognized problem 

in the field. In fiscal year 2004-2005, 816 employees of 
62 licensed child care centers and 120 family child care 
homes participated in the program. In FY 2004-2005, the 
San Francisco Human Services Agency invested nearly $4.1 
million increasing the wages of the child care workforce.217 

n  The San Francisco comprehensive approaches 
to raising educational Standards (SFcareS), 
formerly known as Compensation and Retention 
Encourages Stability, is a program designed to improve the 
compensation, professional development and retention of 
the child care workforce. SFCARES is funded by the DCYF, 
First 5 San Francisco, First 5 California and the California 
Department of Education Child Development Division (via 
AB-212). SFCARES differs from WAGES Plus as it provides 
stipends to individual child care providers (e.g., family child 
care, teachers, directors) that range from $1,000 to $6,250 
depending the education level of the provider according 
to the California Child Development Permit Matrix. Last 
year, SFCARES invested $3.9 million and served over 1,200 
teachers and providers.218  

n  Last year DCYF invested $75,000 to reimburse family child 
care providers who participated in San Francisco’s child 
care planning, training and capacity building efforts.219 
The Provider Health Benefits Program, a $250,000 
program funded by DCYF, increases family child care 
providers’ access to health insurance coverage.220

n  The City College of San Francisco’s also makes considerable 
investments to build the field of child care teachers and 
providers through their early childhood Professional 
development Project, a resource and support center 
designed to assist early childhood professionals with career, 
permit, coursework and employment information. The 
overall goal of the Professional Development Project is to 
increase quality child development services in San Francisco 
through the promotion of recruitment and retention in the 
Early Care and Education workforce. The Miriam and Peter 
Haas Fund invested $266,000 on this program in 2005.221

n  Jumpstart, a project of Americorps, is an initiative that 
recruits and trains local college students from San Francisco 
State University and City College to work with low-income 
preschoolers to improve language, literacy and social skills. 
The program offers college students who are new to the 
child care field an opportunity to see if teaching young 
children is something that they want to pursue for a career. 

214 Interview. Linnea Klee, Executive 
Director, Children’s Council of  
San Francisco. National Economic 
Development and Law Center.  
August 2005.

215 Ibid.
216 San Francisco Department of  

Children, Youth and Their Families.  
San Francisco Investments in Child 
Care. February 2005. 

217 Ibid.
218 San Francisco Department of  

Children, Youth and Their Families.  
San Francisco Investments in Child 
Care. February 2005.

219 Ibid.
220 Ibid.
221 Interview. Stephen Santos Rico,  

City College of San Francisco. National 
Economic Development and Law 
Center. September 2005.

222 Interview. John Warner, Senior 
Development Director, Jump Start. 
National Economic Development and 
Law Center. August 2005.

223 Interview. Alvin Woo, Program  
Director, Mayor’s Youth Employment 
and Education Program. National  
Economic Development and Law 
Center. August 2005.
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While they are in the program they earn six Early Childhood 
Education units, which enables them to substitute teach or 
be an assistant teacher in a child care center or preschool. 
In 2005, the program spent $430,000.222

n  child care Training Project is a $90,000 project at  
the Children’s Council that offers unit-bearing classes 
(through City College of San Francisco) in early childhood 
education and follow-up consultation and technical 
assistance in English and Spanish to over 230 child care 
providers annually.

n  The informal and License-exempt Training Project 
is a $150,000 project that in 2004-05 offered six 12-hour 
trainings in three languages to more than 95 license-
exempt child care providers and three-hour introductory 
trainings to over 200 license-exempt providers; a special 
series of workshops on storytelling, nutritional and physical 
activity, infant/toddler child development, men in child 
care, and arts & crafts; and monthly Provider Support  
Night sessions to over 40 license-exempt providers.

n  The Mayor’s youth employment and education 
Program (MyeeP) provides training and work 
experience to young adults in San Francisco. In 2005,  
they invested an estimated $160,000 in wages and taxes  
to expose roughly 181 young adults to the child care field 
and provide them basic job skills.223

QUaLiTy inveSTMenTS and Provider 
SUPPorTS

n  The San Francisco Human Services Agency (HSA) funds the 
San Francisco child care Health Project—investing 
$425,000 in FY 2004-2005. The Project provides health 
consultation services to local child care programs. 

n  The San Francisco Department of Public Health and First 
5 California also invested $88,000 in the San Francisco 
child care Health Linkages Project, which offers 
health support at several child care centers and works with 
family child care providers as well. 

n  The San Francisco Human Service Agency, First 5 San 
Francisco and DCYF fund the High-quality Early 
Childhood Mental Health consultation initiative,  
a $3.2 million project that provides mental health services 
to center-based and family child care programs to ensure 
that children, birth to five are emotionally healthy and 
ready to learn.

n  Gateway to Quality Project, is a large-scale  
$2.6 million initiative funded jointly by DCYF, HSA, and 
First 5 San Francisco to improve the quality of child care 
settings throughout San Francisco. The project utilizes 
internationally recognized environmental rating scales 
to assess the quality of family child care homes and 
licensed center-based programs. Participating programs 
are provided with a quality improvement plan, technical 
assistance, and a quality improvement grant aimed at 
supporting their efforts to improve or enhance quality.  
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For more information, contact: Citywide Child Care Administrator at 
415-557-6773  |  www.dcyf.org
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