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Despite the rapid growth of child care as an industry and the increasingly formal role played 
by child care in the decision to work, the state’s child care industry has never been examined 
in detail from an economic impact perspective.  In order to facilitate a comprehensive and up-
to-date assessment of the child care industry, the Child Care Division of the Oklahoma 
Department of Human Services commissioned a survey of the state’s licensed child care 
facilities.  This analysis serves as the first detailed look at the structure of the state’s child 
care industry and its impact on the Oklahoma economy.  Key findings are summarized 
below. 

 
• Although the state’s 4,500 family care homes outnumber centers more than 2 to 1, child 

care centers remain the cornerstone of the industry, serving more than 100,000 of the 
nearly 134,000 children in licensed care.   

 
• Approximately one in four Oklahoma children ages twelve and under will use the services 

of a licensed child care facility in 2003.  In both centers and family homes, care is 
rendered on a full-time basis for approximately 80 percent of the children enrolled. 

 
• The total number of licensed facilities has nearly doubled from 3,510 to 6,322 since 1990.  

Currently the industry has a licensed capacity of more than 140,000 children. 
 

• In fiscal year 2003, subsidy payments made to facilities on behalf of qualifying parents are 
projected to total $131.3 million, or approximately one-third of the gross receipts of all 
licensed facilities.  Federal funding for the state’s Head Start programs will total an 
estimated $71.3 million in 2003. 
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• The state’s child care facilities, with revenues of $410 million in 2003, provide jobs for an 
estimated 25,569 workers.  Much of the industry’s economic impact is generated through 
the payment of $240 million in labor income to workers. 

 
• The $410 million in revenue is comparable to that of the state’s hotel and lodging industry, 

while the total earnings of child care workers is approximately equal to the combined 
earnings of all private elementary and secondary school, private college and university 
employees in the state. 

 
•  Because of low wages which average $6.82 per hour in 2003, meeting the projected 

future demand for full-time child care workers presents a significant long term challenge 
for the industry. 

 
• In 2003, the $410 million in direct revenue earned by the state’s child care industry is 

estimated to support $330 million in indirect and induced output at other Oklahoma firms 
through multiplier effects.  In other words, each new dollar of revenue in the child care 
sector generates $0.81 of new revenue for other state firms. 

 
• Similarly, 1,000 new jobs in the child care industry will support 190 new jobs in other 

sectors, while $1 million in added labor income will generate $480,000 in labor income for 
other workers statewide.  The industry currently supports 5,000 jobs and $115 million in 
earnings in other industries. 

 
• On average, approximately 6.9 percent of all direct labor income earned by child care 

workers is paid in sales and income taxes.  Through multiplier effects, total state and local 
tax revenue generated by economic activity in the child care sector is estimated at $24.4 
million in 2003. 

 
 

Oklahoma’s $410 million licensed child care industry continues to grow rapidly, and will 
only increase in importance as a component of the state economic infrastructure in the 
future.  Ongoing demographic trends of working mothers and single parent households 
suggest that the demand for licensed child care services will continue to increase at a 
rapid rate.  Other state industries now depend heavily upon the substantial economic 
impact generated by the child care sector.  The spending of earnings by child care 
workers, coupled with purchases of more than $85 million in goods and services by child 
care facilities from other state industries, create large ripple, or multiplier, effects 
statewide. The role of child care in the economic development of the state can also be 
evaluated in terms of the decision of parents to work.  Many parents who rely upon formal 
child care services to work would not otherwise participate in the workforce without the 
services of licensed child care facilities.  The availability of formal child care to working 
parents, in turn, generates productivity benefits to employers in the form of reduced 
absenteeism and turnover, while society benefits from an increase in the overall level of 
economic activity. 
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I.  Introduction 
 

Child Care Has Become a Critical Component of the State’s Economic 
Infrastructure 
 

The state’s child care industry is no longer the loosely organized network 
of social service providers of only a few decades ago.  The industry is now 
a thriving and indispensable component of the state’s economic 
infrastructure with a licensed capacity of approximately 134,000 children.    
 
The child care industry is undergoing fundamental change as the decision 
of parents to work and use paid child care services increases the demand 
for care in formal child care settings.  Families are increasingly choosing 
arrangements with child care centers and family care homes in lieu of 
parent or relative care.  At the national level, an estimated 42 percent of all 
children under five with working mothers receive care in either a child care 
center or family child care home, with the remainder cared for by a either a 
parent, relative, baby-sitter, or nanny.1   
 
Much of the industry transformation can be traced to important ongoing 
demographic changes.  Increasing numbers of both working mothers and 
single parent households have served to accelerate the growth and 
development of child care into a mature industry.  Census estimates 
indicate that nearly 60 percent of Oklahoma children ages 12 and under 
have all parents in the workforce.2   
 
More recently, the child care system has begun a transition away from 
merely ensuring safe custody of children to becoming the entry point into 
the educational system for many children.  Even children whose mother is 
not in the labor force are enrolled in non-parental care and in pre-
education programs.3  Existing studies highlight enhanced personal and 
cognitive development and greater school readiness as a possible 
byproduct of early care and intervention programs.4   
 
Formal child care is also being used more frequently by parents seeking to 
further their education, while searching for work, and other reasons.   

 
 

Measuring the Economic Impact of the Industry  
 

Despite the rapid growth of child care as an industry and the increasingly 
formal role played by child care in the decision to work, the state’s child 
care industry has never been examined in detail from an economic impact 
perspective.   
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One obstacle to the study of the industry in the past has been a lack of 
available data detailing the structure of the industry.  Most existing data 
sources do not account for the large number of self-employed proprietors 
who operate much of the industry, making it difficult to prepare a complete 
evaluation of the child care industry.   
 
In order to facilitate a comprehensive and up-to-date assessment of the 
economic impact of the child care industry, the Child Care Division of the 
Oklahoma Department of Human Services commissioned a survey of the 
state’s licensed child care facilities.5   The survey provides detailed data 
describing the revenue, earnings, and employment of the state’s child care 
facilities, and serves as the foundational basis for a detailed analysis of 
the state’s child care sector.  The resulting analysis is contained in this 
study and serves as the first detailed look at the structure of the state’s 
child care industry and the resulting economic impact on the Oklahoma 
economy.  

 
 
Paper Organization 

 
Section II of the study presents an overview of the child care industry in 
Oklahoma, including the types of child care facilities that make-up the 
industry, factors driving the long-run demand for child care, and the 
mechanisms in place to make child care services more affordable.  
Section III contains a detailed economic profile of the Oklahoma child care 
industry and workforce, and compares the child care sector with other 
major services industries in the state.   
Section IV provides estimates of the economic multiplier, or ripple, effects 
generated by the direct economic activity in the child care sector, as well 
as the role of child care in the decision of parents to work.  Section V 
concludes the study. 
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II.  Oklahoma’s Child Care Industry – A Profile and 
Trends 
 

More than 6,300 Licensed Facilities Provide Child Care Services 
Statewide 
 

For the purposes of this study, the child care industry is defined to include 
only the approximately 6,300 child care facilities licensed and regulated by 
the Oklahoma Department of Human Services (OKDHS) in 2003.6  
Licensed facilities include child care centers, family child care homes, 
Head Start programs, and government operated facilities.   
 
Most licensed child care facilities are operated as either child care centers 
or family care homes, however the two types of facilities are structured 
very differently as business enterprises.  Child care centers tend to be 
much larger businesses, hire more employees on average, and provide 
care for more children per facility than family care homes.  Family care 
homes are mostly small sole proprietorships operated by a single child 
care professional or with the help of an additional employee.  The rate of 
business turnover is also higher among family care homes, with only 90 
percent of licensed facilities operating at any one time, as compared to 96 
percent for centers.7  

 
Although the state’s 4,500 family care homes outnumber centers more 
than 2 to 1, child care centers remain the cornerstone of the industry, 
serving more than 100,000 of the nearly 134,000 children in licensed care 
(Figure 1).  In both centers and family homes, care is rendered on a full-
time basis for approximately 80 percent of the children enrolled. 
 
 
 
 
 
 
 
 
 
 C

 F
 
 
T

 S

F u l l - T im e P a r t - T im e T o t a l

h i ld  C a r e  C e n te r s 1 , 8 7 5 8 6 ,1 3 5 1 5 ,8 3 1 1 0 1 , 9 6 6
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F a c i l i t ie s
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Because the study excludes all informal and non-licensed care 
arrangements, as well as uncompensated family and relative care, the 
size of the entire child care industry is significantly larger.   
 
The OKDHS survey data include most child care centers in the state, but 
some family care homes operate without a license and are not captured in 
the survey.  Although the exact size of the market for unlicensed paid care 
is unknown, estimates suggest that paid relative and non-relative care 
outside of centers and homes comprises 8-12 percent of preschool age 
children in care.8    
 
 

Continued Growth in the Demand for Child Care Services 
 
Census 2000 estimates indicate that there are 631,440 children ages 12 
and under, and 281,790 under the age of six, living and potentially 
needing child care services in Oklahoma.  Based on estimated total 
enrollment of 133,882, approximately one in four Oklahoma children ages 
twelve and under will use the services of a licensed child care facility in 
2003.   

 
The child care industry in Oklahoma continues to grow in order to meet 
the demands of the state’s parents.  The total number of licensed facilities 
has nearly doubled from 3,510 to 6,322 since 1990 (Figure 2), an annual 
increase of 4.6 percent in the period.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

C e n t e r s H o m e s T o t a l

1 9 9 0 1 , 3 4 9       2 , 1 6 1     3 , 5 1 0    9 0 , 4 1 1         
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1 9 9 2 1 , 5 0 8       1 , 9 8 6     3 , 4 9 4    8 3 , 4 5 1         
1 9 9 3 1 , 5 3 9       3 , 5 4 3     5 , 0 8 2    1 0 0 , 0 0 5       
1 9 9 4 1 , 6 5 4       3 , 9 4 8     5 , 6 0 2    1 0 7 , 8 7 8       
1 9 9 5 1 , 6 7 5       3 , 7 1 6     5 , 3 9 1    1 0 7 , 9 9 5       
1 9 9 6 1 , 7 3 8       3 , 8 4 3     5 , 5 8 1    1 1 0 , 6 2 6       
1 9 9 7 1 , 7 8 0       4 , 0 6 5     5 , 8 4 5    1 1 7 , 0 2 9       
1 9 9 8 1 , 6 9 3       3 , 8 7 2     5 , 5 6 5    1 1 4 , 2 7 1       
1 9 9 9 1 , 8 1 0       3 , 9 1 9     5 , 7 2 9    1 2 0 , 2 2 0       
2 0 0 0 1 , 8 4 1       3 , 9 8 8     5 , 8 2 9    1 2 4 , 1 7 5       
2 0 0 1 1 , 8 8 8       4 , 0 1 6     5 , 9 0 4    1 3 0 , 1 4 4       
2 0 0 2 1 , 8 9 7       4 , 1 6 1     6 , 0 5 8    1 3 5 , 2 2 6       
2 0 0 3 1 , 8 7 5       4 , 4 4 7     6 , 3 2 2    1 4 0 , 2 5 8       

S o u r c e :   O K D H S

L i c e n s e d  P r o v i d e r s

F i g u r e  2 .
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 F i s c a l  
Y e a r  
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C a p a c i t y
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Much of the growth is due to a doubling in the number of family care 
homes in the period, a 5.7 percent annual increase.  In comparison, child 
care centers have increased by one-third since 1990, from 1,349 to 1,868 
facilities, a 2.6 percent annual growth rate.  The growth in centers has 
slowed markedly in recent years, adding only 65 licensed centers since 
1999. 

 
The licensed capacity of the system has increased along with the number 
of facilities, adding nearly 50,000 child care slots since 1990.  On average, 
the industry has added approximately 200 licensed child care facilities and 
4,000 child care slots annually since 1990.  Currently the industry has a 
licensed capacity of more than 140,000 children. 
 
The use of historical growth rates as a predictor of future growth may 
overstate projected demand. During welfare reform, large numbers of 
families moved from welfare to work and training and created a significant 
expansion in subsidized child care. In addition, changes in policy, eligibility 
and improved rates paid to child care providers may have also contributed  
to increased demand.    
 
 

Dual-Wage Earners and Single Parent Households Underlie the 
Increased Demand for Child Care Services 
 

Consistent with national trends, working parents have become the norm in 
Oklahoma as approximately 91 percent of Oklahoma fathers, and 62 
percent of mothers, with children under the age of six, now participate in 
the labor force.  Much of the increased demand is due to women 
continuing to enter the workforce in unprecedented numbers, many 
because of financial necessity and others for the challenge, 
independence, and rewards a career offers.  Of the nearly 200,000 
married couple families in the state with pre-school age children, more 
than 52 percent are dual-wage earner families.9     
 
The rapid increase in single parent households across the state has also 
contributed to the increased need for child care services, with more than 
75,000 households with children under the age of six headed by a single 
parent.10  Women currently head nearly four of five single parent homes in 
Oklahoma, and 73 percent of these mothers are employed, up from 62 
percent in 1990.   
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Rapid growth is also occurring in the number of single parent homes in the 
state headed by fathers, increasing from 9,961 in 1990 to 16,948 in 2000 
according to Census estimates, with approximately 81 percent of single 
parent fathers in the labor force.  Much of the increase in the number of 
single parents in the workforce reflects the emphasis on child care as a 
work support mechanism in recent welfare reform initiatives.   

 
 

Paying For Child Care in Oklahoma  
 

Child care costs in Oklahoma range from $3,500 to $7,500 annually per 
child for full-time care, and represent a substantial portion of the 
disposable income of many working families.  Other than housing and 
transportation, few goods or services play as important a role as child care 
in the budget of a family with children in paid care.   

 
Child care expenses are paid for in many ways, with approximately 50 
percent paid directly from family expenditures and the remainder funded 
through a combination of government programs, employer contributions, 
and free programs.  Publicly funded programs include state subsidies, the 
federal Child and Dependent Care Tax Credit, and federally funded  
programs such as Head Start.  
 
The State of Oklahoma, through its child care subsidy program, assumes 
an active role in assuring the availability and affordability of child care for 
working families.  Subsidy payments are transferred on behalf of qualifying 
parents directly to child care facilities under contract with OKDHS.  In 
fiscal year 2003, subsidy payments are projected to total $131.3 million, or 
approximately one-third of the gross receipts of all licensed facilities.11   

 
The state’s Head Start programs are operated with federal funding that is 
passed-through directly to local sponsors, most often Community Action 
Agencies,12 and will total an estimated $71.3 million in 2003.  Head Start 
facilities are licensed by OKDHS and currently provide more than 16,000 
funded slots for low-income children, primarily ages three and four. 

 
Federal tax credits have long played a role in the funding of child care 
services.  For the 2001 tax year, the most recently reported data, more 
than 60,000 Oklahoma families claimed the federal Child and Dependent 
Care tax credit (Figure 3), for a total of $23.5 million.13  The average credit 
of $385 per return covers only approximately 10 percent of the annual cost 
of child care for one child.  The federal tax credit does not provide 
significant assistance to low income families as 77 percent of tax returns 
claiming the credit reported adjusted gross income of $30,000 or more.   
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In addition, the tax credit is nonrefundable and available only to taxpayers 
paying federal income taxes. Nonetheless, it is higher income families that 
generate the greatest tax revenue per dollar of tax credit, which reflects 
the federal government’s historical preference of offering child care tax 
credits to those families that provide the greatest economic benefit in 
return.14  

 
 
    

N u m b e r  
o f  
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A m o u n t  o f  

C r e d i t
 A v e r a g e  
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1 0 0 , 0 0 0 t o 1 4 9 , 9 9 9 3 , 6 2 1 1 , 5 0 7 , 0 0 0 4 1 6
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S O U R C E :  I n t e r n a l  R e v e n u e  S e r v i c e  ( 2 0 0 1  T a x  Y e a r )

 A d j u s t e d  
G r o s s  I n c o m e  

F i g u r e  3 .
F e d e r a l  C h i l d  &  D e p e n d e n t  C a r e  T a x  C r e d i t

 
 

Employer funded child care is not a widely available employee benefit and 
plays only a minor role in the overall funding of child care.  A recent study 
using the 2000 Survey of Compensation found that only five percent of 
workers in private industry received employer assistance for child care.15  
Those most likely to receive the benefit were in professional and technical 
occupations, and tended to work for employers with more than 100 
workers.  A provision in the federal tax code further mandates that workers 
receiving employer funded child care benefits may also face a reduction in 
eligible expenses for the federal child care tax credit.16   
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The Cost of Child Care and the Decision to Work 
 

Existing studies find that the cost of child care is a major factor in both the 
decision to work and the decision to use paid formal child care services. 17  
This is especially true for women, who typically serve as the primary 
caregiver for their children.  Empirical estimates suggest that each 10 
percent reduction in the cost of child care increases the number of 
mothers who work by between 3 and 9 percent.18   

 
The lowering of child care costs through government subsidies is believed 
to increase both the probability that mothers will work and the likelihood 
that they will use paid child care.  One estimate finds that if tax incentives 
were used to reduce the cost of child care to zero, 87 percent of women 
with preschool age children would participate in the labor market.19   

 
Other findings indicate that the response of mothers to child care costs is 
related to common demographic factors.  Low income and single mothers 
are less likely to use paid care than high income and married mothers,20 
while mothers with the least jobs skills are the most sensitive to the cost of 
child care.21  Working mothers who are in the workforce full-time are also 
found to be more sensitive to the cost of care than those working part-
time.22   That is, reducing the cost of child care allows more single women 
to take full-time jobs, while increasing the cost of child care would result in 
fewer single women in full-time jobs.   
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III.  The Economic Role of Oklahoma’s Child Care 
Industry 
 

Child Care Has Become an Important Oklahoma Industry 
 

The state’s more than 6,300 licensed child care facilities comprise a 
vibrant Oklahoma industry with estimated revenues of $410 million in 2003 
(Figure 4).    On a per child basis, the industry generates more than 
$3,000 per year in revenue for each of the approximately 133,000 children 
in full- and part-time care.   

 
Child care is a highly labor-intensive industry, providing jobs for an 
estimated 25,569 state workers in 2003.23  Consequently, much of the 
economic impact generated by the industry occurs through the payment of 
$240 million in labor income to workers, which represents 60 percent of 
the revenue earned by child care facilities.   
 

Licensed 
Facilities

Operating 
Facilities

Children 
In Care Revenue Labor Income Employees

Child Care Centers 1,875 1,806 101,966 $329,622,299 $187,236,294 19,184

Family Care Homes 4,447 4,010 31,916 79,842,870 52,552,151 6,385

Total 6,322 5,816 133,882 $409,465,170 $239,788,445 25,569

Source:  Oklahoma State Econometric Model, OKDHS 2003 Child Care Rate Survey

Figure 4.
Economic Profile of the Child Care Industry (2003)

 
 

Although child care centers make-up only 30 percent of child care 
facilities, they generate more than 80 percent of the industry’s gross 
receipts and dominate the economic impact generated by the industry.  
The state’s 1,875 licensed child care centers will produce estimated 
revenue of $330 million in 2003 and employ more than 19,000 workers 
earning $187 million in labor income.  For comparison, the nearly 4,500 
licensed family care homes statewide are expected to produce $80 million 
in gross receipts in 2003, while employing 6,385 workers earning $52 
million in labor income.   
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Because centers provide care for an average of 56 children, versus 8 
children in family care homes, child care centers have a significantly larger 
economic impact per facility than family care homes. The average child 
care center will produce $182,500 in annual revenue and employ ten 
workers with combined earnings of $103,600 in 2003.  A typical family 
care home is expected to produce $20,000 in annual gross receipts while 
employing one or two workers with total earnings of $13,100 in 2003.   

 
Child care centers also have a greater economic impact than family care 
homes measured both per employee and per child in care.  Annual 
revenue per employee averages $17,182 for centers and $16,014 for 
homes, while centers collect annual revenue of $3,233 per child versus 
$3,058 for family homes.   

 
 
Oklahoma’s Child Care Industry Is Comparable to Other Major Services 
Industries 
 

The increasingly important role of the child care industry in the state 
economy becomes more evident when viewed relative to other major 
services industries (Figure 5).  Employment in the child care sector is 
equal to that in the accounting, auditing, and bookkeeping industry, and is 
considerably higher than the number of workers in both the insurance and 
the hotels and lodging sectors.   
 
The $410 million in revenue produced by licensed child care facilities is 
comparable to that of the state’s hotels and lodging industry, while the 
total earnings of child care workers is approximately equal to the 
combined earnings of all private elementary & secondary school, college, 
and university employees in the state. Continued rapid growth in the child 
care industry will only serve to advance the relative importance of the 
sector over time. 

 

        
Industry Employment

  Labor and Civic Organizations 27,802 $461,358,000 $452,474,000
  Accounting, Auditing and Bookkeeping 25,565 761,574,000 540,816,000
  Child Care Services 25,569 409,465,170 239,788,445
  Insurance Agents and Brokers 17,509 722,055,000 427,307,000
  Pvt. Elem. & Sec. Schools, Colleges, and Univ. 15,758 432,671,000 256,788,000
  Domestic Services 15,376 133,896,000 133,896,000
  Hotels and Lodging Places 12,770 463,656,000 185,026,000

Source:  Bureau of Labor Statistics, 2003 Child Care Market Rate Survey, and IMPLAN.

Figure 5.
Child Care vs. Other Services Industries

Labor 
Income

Industry 
Revenue
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Economic Impact by Facility Type and Star Rating 
 

The survey data indicate that the revenue of child care facilities and 
earnings of child care workers differ by facility type and quality rating.  
Figure 6 provides a breakdown of the revenue for the state’s licensed child 
care facilities by facility type and OKDHS Star Rating.24  Licensed child 
care facilities in Oklahoma are categorized in one of four levels; One Star, 
One+ Star, Two Stars, and Three Stars.  Facilities with higher star levels 
implicitly offer more comprehensive child care services than do lower star 
levels, thereby placing their services in higher demand.  A recent study of 
the Oklahoma Star rating system examined the link between Star rating 
and quality delivered and found that facilities with a higher star rating are 
in fact providing higher quality child care services.25  Other studies at the 
national level validate the positive link found between the quality of care 
and both the cost of care and worker pay.26   

 

Centers

Star Rating Revenue Facility
FTE 

Em ployee Child
1 729 $104,532,042 $143,329 $19,395 $3,016

1+ 428 65,901,820 154,062 18,449 2,912
2 571 130,074,189 227,676 21,104 3,372
3 78 29,114,249 373,080 25,522 4,771

All 1,806 $329,622,299 $182,472 $20,264 $3,233

Hom es

Star Rating Revenue Facility
FTE 

Em ployee Child
1 2,691 $48,016,833 $17,841 $13,656 $2,431

1+ 702 14,216,747 20,240 12,990 2,348
2 592 16,795,657 28,352 15,997 2,841
3 23 813,634 34,707 22,559 4,203

All 4,010 $79,842,870 $19,913 $14,016 $2,502

Total 5,816 $409,465,170 $70,402 $18,644 $3,058

Source: 2003 Child Care Market Rate Survey

Figure 6. 
Revenue of Licensed Child Care Facilities

O perating 
Facilities

O perating 
Facilities

Revenue Per

Revenue Per
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For centers and homes, revenue per facility, revenue per employee, and 
revenue per child, increase as the quality rating of the facility increases.  
For example, the annual revenue per child in a Three Star center is 
$1,755 more than the revenue per child for One Star centers.  A nearly 
identical annual difference of $1,772 exists in revenue per child between 
Three Star and One Star family care homes.   

 
The only exception to the relationship is that revenue per FTE employee 
and revenue per child for One Star facilities exceeds that for One+ Star 
facilities.  This is due to the relatively new status of the Star quality 
initiative and the large number of the state’s licensed facilities that remain 
classified as One Star.  Because many high quality child care facilities 
remain in the One Star category, the average revenue per child in One 
Star centers and homes remains above the average for One+ Star 
facilities. 

 
 

A Profile of the State’s More Than 25,000 Child Care Workers 
 

Oklahoma’s child care centers provide both part- and full-time employment 
for more than 25,000 workers statewide (Figure 7).  Centers employ 75 
percent of workers in the industry, while the remaining work in private 
family care homes.   

 
The industry relies heavily upon part-time employees to staff the state’s 
child care facilities.  More than 7,000, or 28 percent of all, workers are 
part-time, as compared to only 18 percent of workers across all industries 
nationally.27  The ratio of part-time workers differs by facility type as well, 
with child care centers hiring relatively more part-time workers (30 
percent) than family care homes (22 percent).   
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The demand for child care workers is expected to continue growing rapidly 
throughout the current decade.  Nationally, the number of child care 
workers has increased 5.5 percent per year in the 1990 to 2002 period, 
more than three times the 1.5 percent annual growth in total non-farm 
employment in the same period.  In Oklahoma, the demand for child care 
service workers is predicted to increase 42 percent in the 2000 to 2010 
period, ranking it as one of the 25 fastest growing industries in the state 
over the current decade.28  

 
 
Higher Quality Child Care Translates Into Higher Paying Jobs 

 
Child care is traditionally a low paying industry, with the average full-time 
child care worker in Oklahoma earning wages of approximately $10,918, 
or $6.82 per hour, in 2003.29   This is well below the state average wage of 
$14.82 per hour across all industries,30 as well as the national average 
wage rate for child care providers of $9.50 per hour in 2002.31  
 
Because of low wages, meeting the projected future demand for child care 
workers presents a significant long-run challenge for the industry.  The 
earnings of Oklahoma child care workers also vary by both facility type 
and the quality rating of the facility at which they work.   
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To illustrate these influences, Figure 8 categorizes the earnings of workers 
in both centers and homes by Star rating.  In general, workers earn more 
in centers than in homes, and wage rates are higher in facilities with 
higher Star ratings.  In 2003, full-time equivalent (FTE)32 employees 
working an average of 32 hours per week in child care centers reported 
earning nearly $2,300, or 25 percent, more per year than workers in family 
care homes.  The same relationship is found for every Star rating.  
 
In addition, the data show a tendency for both categories of child care 
facilities to pay higher wage rates as the Star rating increases (Figure 8).  
For child care centers, the link between pay and facility quality is evident, 
as the average annual pay per FTE employee increases steadily from 
$10,551 for 1 Star centers to $13,980 for 3 Star centers.   

 
The link is not as evident, however, in the earnings data for family care 
homes.  The homes rated as 1+ and 2 Star have the expected 
relationship, but 1 and 3 star homes do not fit the expected pattern.  
Again, the reason is the relatively new status of the Star quality initiative 
and the fact that 2 of 3 family care homes remain classified as 1-Star.33  
Many  high quality family care homes continue to have a 1 Star rating, 
thereby artificially pushing the average earnings for 1 Star facilities above 
that of 1+  Star rated homes.  At the other end of the Star rating scale, the 
relatively small number (47 of 1,875) of home care facilities that have 
completed the 3 Star certification process makes the resulting sample size 
too small to provide a reliable basis for computing earnings differentials for 
3 Star facilities.   
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IV.  Economic Multiplier Effects 
 

The Child Care Industry Creates Economic Ripple Effects Statewide 
 
The direct economic impact of the formal, licensed child care industry is 
increasing in significance each year.  The state’s more than 6,300 child 
care facilities will produce an estimated $410 million in gross receipts and 
pay wages of nearly $240 million to workers in 2003.  The interrelated 
nature of regional economies means that this activity in the child care 
sector will have multiplier effects on the overall state economy.   

 
The multiplier effects are triggered when child care facilities purchase 
goods and services from other firms within the state and pay labor income 
to workers.  These purchases and payments subsequently trigger multiple 
rounds of spending among the various sectors of the state economy.  
Throughout the process, the economic activity generates a significant 
stream of tax payments to state and local government. 

 
 
Oklahoma’s Child Care Facilities Purchase $85 Million in Goods and 
Services from Oklahoma-Based Businesses 
 

Child care is a highly labor-intensive industry and much of the economic 
impact generated by the industry occurs through the payment of labor 
income to workers.  Despite the key role played by labor, the state’s child 
care facilities purchase a large quantity of goods and services from other 
Oklahoma-based firms in the process of providing child care services.  
These purchases, in turn, trigger the well-known economic multiplier 
process.   

 
Estimates detailed in Figure 10 indicate that the state’s child care facilities 
will purchase $85 million in goods and services from Oklahoma-based 
businesses in 2003, or more than half of the estimated $155.5 million in 
total purchases made by the state’s child care facilities.34  These local 
purchases benefit most major industry sectors across the state including 
real estate ($15.9 million), business ($11.4 million) and professional ($7.8 
million) services, food products ($6.9 million), and the maintenance of 
structures ($6.6 million).  Key infrastructure industries such as utilities 
($5.2 million) and communications ($2.8 million) also receive significant 
purchases, along with the wholesale ($4.2 million) and retail ($1.3 million) 
trade sectors.  
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Industry Purchases
Real Estate $15,912,000
Business Services 11,429,000
Professional Services 7,798,000
Food Products 6,867,000
Maintenance and Repair O f S tructures 6,556,000
Financial Services 6,484,000
Utilities 5,758,000
W holesale Trade 4,642,000
Com m unications 3,044,000
Other Industries 2,734,000
Transportation Services 2,496,000
Entertainm ent Services 2,390,000
Transportation 2,139,000
Paper Products and Containers 1,855,000
Detergents, Chem icals, Adhesives, &  Petroleum  Products 1,420,000
Retail Trade 1,399,000
Personal Services 872,000
Other Durable Manufactured Products 713,000
P lastic , Leather, G lass, and Metal Products 211,000

  Total Purchases $84,719,000

Source: IMPLAN, Oklahom a State Econom etric Model

Figure 10.
Purchases of O klahom a-Produced Goods & Services by Industry (2003)

 
 

Measuring The Economic Impact of the Oklahoma Child Care Industry 
 

Input-output models are commonly used to quantify the economic 
multiplier effects in a regional economy resulting from business activity in 
a given industry such as child care.  These models formalize the 
interrelationships among the various industry sectors within a region and 
make it possible to estimate the resulting impact on output, employment, 
and earnings from a given change at the industry level.   

 
For this study, we use a state-level IMPLAN35 input-output model to 
estimate the multiplier effects generated by the child care sector.36  In 
describing the economic impact, the estimated 2003 revenue, 
employment, and earnings derived from the OKDHS survey data are 
deemed the “direct” effects.   
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The direct effects in turn generate what are referred to as “indirect” and 
“induced” effects.  The indirect effect is the statewide inter-industry 
economic activity resulting from the purchases of the state’s child care 
facilities in Figure 10, while the induced effect reflects the economic 
activity resulting from new household spending out of employee earnings 
received as part of the direct and indirect effects.   

 
Combinations of the various impacts are summarized using economic 
impact multipliers.  Estimated Type I and Type II child care industry 
multipliers are shown in Figure 11 and can be applied to the direct output, 
earnings, and employment in the child care sector in order to estimate the 
resulting indirect and induced effects in other industries across the state.  
A Type I multiplier considers only the direct and indirect effects, while a 
Type II multiplier allows for the induced effects of added rounds of 
spending generated from employee earnings.37   
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Three categories of multipliers are estimated for this study - output, 
employment, and labor income.  Jointly, the three provide a 
comprehensive assessment of the various channels through which 
revenue, hiring, and the earnings of workers in the child care sector 
impact the larger state economy.  Output multipliers forecast the change in 
revenue, or output, of a region per dollar of new revenue generated in a 
given industry.  Employment multipliers provide an estimate of the new 
full- and part-time hiring that results per new employee in a sector.  
Similarly, earnings multipliers38 show the expected change in earnings in 
the regional economy as the earnings in an industry change.     
 
Interpreting the child care industry multipliers in Figure 11 is 
straightforward.  The output multipliers indicate that each $1 million in 
revenue generated directly by the child care industry has an indirect 
multiplier effect (Type I) that produces $280,000 of additional revenue in 
other state industries.   
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The spending of new household income generated by the direct and 
indirect effects spawns additional induced (Type II) revenue of $530,000 
accruing to firms statewide.  In other words, through multiplier effects, 
each new dollar of revenue in the child care sector generates $0.81 of 
new indirect and induced revenue for other state firms.   

 
The Type II employment and labor income multipliers are interpreted 
similarly:  1,000 new jobs in the child care industry will support 190 new 
indirect and induced jobs in other sectors, while $1 million in added labor 
income in the child care industry will generate $480,000 in indirect and 
induced labor income for other workers statewide. 

 
 

The Child Care Industry Indirectly Supports a Total of $330 Million in 
Revenue, 5,000 Jobs, and $115 Million in Earnings in Other Industries 
 

Economic impact multipliers are also useful for estimating the total, or 
aggregate, economic impact that Oklahoma’s child care facilities are 
having on the overall state economy.39  The multipliers are simply 
multiplied by the direct impacts in the child care sector to estimate the total 
economic activity supported.  These total impacts, or multiplier effects, are 
shown in Figure 12.   

 

Output $409,465,170 $114,650,247 $217,016,540 $741,131,957
Employment 25,569 1,534 3,324 30,428
Labor Income $239,788,445 $38,366,151 $76,732,302 $354,886,899

Source:  IMPLAN.  Type I multipliers are (direct + indirect)/direct.  Type II multipliers are (direct + indirect + 
induced)/direct.

Multiplier Effects

Figure 12.
Child Care Industry Multiplier Effects

Direct Effects Indirect Induced Total Impact

 
 

In 2003, the $410 million in direct revenue earned by the state’s child care 
industry is estimated to support $330 million in indirect and induced output 
at other Oklahoma firms through multiplier effects.  The 25,569 direct jobs 
in the child care industry support nearly 5,000 existing jobs statewide 
through indirect and induced effects, and the $240 million in labor income 
earned by child care workers supports $115 million in labor income to 
workers in other industries across the state. 
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The economic impact can also be cast in the somewhat more familiar 
terms of the growth each year in the number of children receiving care.  
This would represent the added, or incremental, economic impact on the 
state economy resulting from the ongoing expansion of the industry.  A 
representative measure of the annual expansion of the industry is the 
4,000 licensed child care slots added statewide on average each year 
since 1990.   

 
Using estimated ratios for revenue, employment, and earnings per 4,000 
children in care, the direct incremental economic impact on the Oklahoma 
economy of the industry growing by 4,000 children is $12.2 million in 
industry revenue and 764 new child care workers earning $7.2 million in 
new labor income each year (Figure 13).  These direct impacts 
subsequently trigger incremental estimated indirect and induced multiplier 
effects of $9.9 million in added revenue, 145 new jobs, and $3.4 million in 
labor income in other industries across the state.   

D irect Indirect Induced Total
Revenue $12,233,615 3,425,412 6,483,816 $22,142,843
Em ploym ent 764 46                  99                  909
Labor Incom e $7,164,173 1,146,268 2,292,536 $10,602,977

Source: IMPLAN, Oklahom a State Econom etric Model

Multiplier E ffects

Figure 13.
Annual Econom ic Im pact of 4,000 Additional Children in Care

 
 

In total, the annual incremental economic impact on the state economy of 
the child care industry expanding by 4,000 children in care is an estimated 
$22.1 million in new revenue, 909 new jobs, and $10.6 million in new labor 
income.  To accommodate the expected annual growth in the industry, an 
estimated 174 licensed facilities would be needed each year, including 
120 family care homes serving 954 children, and 54 child care centers 
providing care for 3,046 children.  
 

 
Child Care Industry Workers Contributed More Than $16 Million in Sales 
and Income Taxes in 2003 
 

The direct, indirect, and induced economic activity in the child care 
industry generates substantial tax revenue for state and local 
governments.  The most important tax streams are personal income taxes 
at the state level and sales taxes at both the state and local levels.40   
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As shown in Figure 14, the state’s child care workers are expected to earn 
$240 million in labor income and pay an estimated $16.5 million in direct 
taxes, including $9.3 million in sales taxes and $7.2 million in state income 
taxes.  On average, approximately 6.9 percent of all direct labor income 
earned by child care workers is paid in sales and income taxes.   

 

Multiplier Effect Labor Income State Sales Local Sales
State 

Income
Total Tax 
Revenue

Direct $239,788,445 5,395,240 3,896,562 7,193,653 $16,485,456

Indirect & Induced 115,098,454 2,589,715 1,870,350 3,452,954 7,913,019

Total $354,886,899 7,984,955 5,766,912 10,646,607 $24,398,474

Source:  Oklahoma Econometric Model, Oklahoma Office of State Finance

Figure 14.
Estimated Tax Revenue From Child Care Industry Earnings (2003)

Taxes

 
 

Through multiplier effects, total estimated tax revenue generated as a 
result of economic activity in the child care sector equals $24.4 million in 
2003.  Two-thirds of the total taxes paid as a result of child care industry 
activity results from the direct labor income earned by child care workers, 
while the remainder is generated from indirect and induced earnings.   

 
 

Other Economic Impacts of Child Care 
 
The economic impact of the child care industry can also be evaluated in 
terms of the supply decision of parents to enter the workforce and pursue 
income-producing activities.  The presence of readily accessible child care 
aids the entry into the workforce of many working parents who would not 
otherwise participate in the workforce without the services of licensed child 
care facilities.   
 
The primary economic benefit to parents with children in paid care is the 
added income and increased financial independence of participating in the 
labor force.  The increase in earnings due to the availability of child care is 
undoubtedly significant, however estimating the exact proportion of the 
total earnings of parents attributable to the availability of formal child care 
services remains difficult to quantify.41   
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Those families most dependent upon paid child care services in order to 
work include the state’s more than 100,000 dual-income households, and 
the more than 75,000 working single parents, with children under the age 
of 6.   

 
The economic benefits of the child care sector extend beyond the 
households of working parents to both the business community and 
society at large.  Existing studies find that the employers of workers with 
children in child care benefit from lower absenteeism, lower turnover, and 
better maintenance of job skills through continuous employment as a 
result of the availability of formal child care services.42  Society likewise 
benefits along with families and the business sector as the added earnings 
of parents and the increased productivity of the workforce create an 
increase in the overall level of activity in the regional economy.   
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V.  Conclusion 
 

Oklahoma’s $410 million licensed child care industry continues to grow 
rapidly, and will only increase in importance as a component of the state 
economic infrastructure in the future.  Ongoing demographic trends of 
working mothers and single parent households suggest that the demand 
for licensed child care services will continue to increase at a rapid rate.   

 
Approximately 134,000, or one in four, Oklahoma children under the age 
of 12 will use one of the state’s 6,300 licensed care facilities in 2003.  To 
meet this demand, the industry is currently adding an average of 200 
licensed child care facilities and 4,000 child care slots each year, pushing 
the current licensed capacity of the industry to more than 140,000 slots.   

 
Employment growth in the industry remains strong despite historically low 
wages and few opportunities for advancement in the child care industry.  
Although annual pay for a full-time child care worker will reach only 
$10,918 in 2003, the industry employs more than 25,000 full- and part-
time workers earning $240 million in annual labor income.   

 
Other state industries now depend heavily upon the substantial economic 
impact generated by the child care sector.  The spending of earnings by 
child care workers, coupled with purchases of more than $85 million in 
goods and services by child care facilities from other state industries, 
create large ripple, or multiplier, effects statewide. 

 
The resulting economic multiplier effects provide an estimated $330 
million in revenue to other state industries and support the jobs of 5,000 
workers statewide earning $115 million in labor income.  Activity in the 
child care sector will also generate nearly $25 million in tax revenue in 
2003, with $16.5 million paid directly by child care workers and $7.9 from 
million in indirect and induced tax revenue. 

 
The role of child care in the economic development of the state can also 
be evaluated in terms of the decision of parents to work.  Many parents 
who rely upon formal child care services to work would not otherwise 
participate in the workforce without the services of licensed child care 
facilities.  The availability of formal child care to working parents, in turn, 
generates productivity benefits to employers in the form of reduced 
absenteeism and turnover, while society benefits from an increase in the 
overall level of economic activity. 
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Quarterly Personal Income Estimates, and total employment of 1,618,038 in 2nd quarter 2003 
from the Bureau of Labor Statistics’ Local Area Unemployment Statistics program.  Hourly wages 
are then calculated assuming 1,850 working hours per year. 
 
31 See Center for the Child Care Workforce.  Current Data on Child Care Salaries and Benefits in 
the United States.  March 2002. 
 
32 The average part-time employee is assumed to work 16 hours per week, half the estimated 32 
hours per week worked by the average full-time employee.  Consequently, in calculating FTE 
employment, two part-time workers equal one full-time worker. 
 
33 Based on the 2003 Oklahoma Child Care Market Rate Survey, only 50,786 (38 percent) 
children received care in 2 and 3 Star facilities in 2003.  An estimated profile of the number of 
children in care by facility type and Star rating is as follows: 
 

1 1 + 2 3 T o ta l

C e n te r 8 6 ,1 3 5 1 5 ,8 3 1 3 4 ,6 5 5 2 2 ,6 3 0 3 8 ,5 7 9 6 ,1 0 2 1 0 1 ,9 6 6
H o m e 2 6 ,6 0 0 5 ,3 1 6 1 9 ,7 5 5 6 ,0 5 6 5 ,9 1 1 1 9 4 3 1 ,9 1 6

T o ta l 1 1 2 ,7 3 5 2 1 ,1 4 7 5 4 ,4 1 0 2 8 ,6 8 6 4 4 ,4 9 1 6 ,2 9 6 1 3 3 ,8 8 2

F a c ility  S ta r  R a t in gP a rt-
T im e

F u ll-
T im e

C h ild re n  in  L ic e n s e d  C a re  (2 0 0 3 )

 
 
34 Total purchases are estimated as $155.5 million, with 54.5 percent ($84.7 million) of total 
purchases made from firms within the state.  Total output is determined from data collected in the 
2003 Child Care Market Rate Survey.  Local purchase estimates by industry are then formed 
using the regional purchase coefficients from the IMPLAN database.   
 
35 Minnesota IMPLAN Group, 1998. IMPLAN Professional: User's guide, analysis guide, data 
guide. Stillwater, MN.   
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36 The underlying IMPLAN dataset for Oklahoma is edited to reflect the employment and earnings 
information collected in the 2003 Child Care Market Rate Survey.  The IMPLAN estimates are 
adjusted because, although IMPLAN estimates are first based on Bureau of Labor Statistics ES-
202 employment and earnings estimates and then adjusted to include the self employed, the child 
care industry estimates provided in the IMPLAN 1999 dataset are approximately equal to the 
level expected for wage and salary workers only and do not accurately reflect the role of self 
employed workers in the child care industry.  Most child care facilities are operated as sole 
proprietorships, yet the IMPLAN data assumes all income from the child care sector is earned in 
the form of employee compensation.  Consequently, the following changes were made to 
IMPLAN sector 499 - Child Day Care Services:  Employment = 25,569, Industry Output = $409.46 
million, Employee Compensation = $164.037 million, Proprietor’s Income = $75.751 million, Other 
Property Income = $10.241 million, and Indirect Business Taxes = $3.895 million.  Because the 
number of self-employed workers in the child care industry is great and the exact proportion of 
total earnings accruing to proprietors is unknown, total Proprietor’s Income is estimated as twice 
the proportion of proprietor’s income to total labor income across all industries (15.8 percent x 2 = 
31.6 percent).  After estimating Proprietor’s Income, the remaining labor income is attributed to 
Employee Compensation.  Both Other Property Income and Indirect Business Taxes are scaled 
in proportion to the change in Industry Output relative to the original IMPLAN estimates.  It is 
important to note that the new industry totals remove any influence of unlicensed child care 
facilities from the model. 
 
37 Because increased child care expenditures may represent a shift in consumption away from 
other goods and services rather than ‘new’ spending, it is possible that Type II multipliers may 
overstate the realized economic impact of an expansion in the child care sector. 
 
38 The earnings multipliers are based on labor income rather than a more narrow income 
measure such as employee compensation because the child care industry has a large number of 
self-employed workers and labor income better reflects the impact of the earnings of both wage 
and salary and self employed workers. 
 
39 Caution must be exercised when using input-output multipliers to estimate the total economic 
activity ‘supported’ by an existing industry or firm.  Input-output multipliers are intended to predict 
the change in economic activity that results from an incremental change in the current state of a 
regional economy.  More specifically, the estimates we provide for the child care industry reflect 
input-output model predictions of the incremental impact that would result from adding $410 
million of industry revenue to the existing child care industry, or a doubling of the current size of 
the industry. 
 
40 The tax revenue estimates assume that 50 percent of all labor income received by workers in 
the child care industry is spent on taxable goods and services within Oklahoma.  The combined 
state and local sales tax estimates assume an average combined sales tax rate of 7.75 percent.  
The personal income tax estimate of 3 percent was estimated with the assistance of the research 
staff of the Oklahoma Office of State Finance and reflects the expected average personal income 
tax rate for child care industry workers.  The 3 percent income tax rate will likely produce a 
conservative estimate of the state income taxes paid through the indirect and induced 
components of labor income.  The economic impact estimates ignore all federal income tax 
payments.   
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41 The practice followed in many studies of attributing the total wages of working parents to the 
availability of child care grossly overstates the impact of child care on parent wages.  A rigorous 
analysis of the earnings effects of the decision to work and use child care would only be possible 
with detailed data on the reason for the child being in care, parent wage rates, child care costs, 
and relative industry effects.  For more discussion, see Frye, Celeste, et. al., “Measuring the 
Economic Importance of Child Care. Excerpts from the Cornell Methodology Guide.” The Cornell 
Linking Child Care and Economic Development Project. Forthcoming December, 2003. 
 
42 See “It’s Good Business to Invest in Child Care.”  Child Care Bureau, U.S. Department of 
Health and Human Services.   http://nccic.org/ccpartnerships/toolkit/tocword.htm
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