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Child care is a vital and growing
industry in North Carolina. Gen-
erating more than $1.5 billion

annually in gross receipts, providing
more than 46,000 jobs, and accounting
for roughly 8,500 small businesses, it
has a significant impact on North Caro-
lina’s economy.1

North Carolina’s working parents
with children in licensed child care also
have a significant impact on the state’s
economy, earning more than $6.1 billion
each year. Roughly 12 percent of the
state’s workforce consists of parents with
children under school age.2 More spe-
cifically, 56 percent of children newborn
through age five are in households in
which both parents are in the labor force.
Seventy-three percent of children living
with a single mother and 83 percent of
children living with a single father also
are in households with working parents.3

High-quality child care is increasingly
becoming a critical component of the
economic infrastructure of North Caro-
lina. The demand on the state’s child
care industry will continue to grow. In
2003, North Carolina’s population in-
cluded almost 700,000 children new-
born through age five. The state ranks
fifth in the nation in population growth
of children newborn through age twelve.
Population trends indicate that although
the average age of North Carolina’s
population is increasing, the percentage
of children will not significantly de-
crease, making children newborn
through age twelve roughly 17 percent
of the population. Given these trends,
child care is expected to be among the
top ten fastest-growing occupation

areas in North Carolina over the next
five years.4

In 2004 the National Economic De-
velopment and Law Center released the
report of a study on the economic im-
pact of the child care industry in North
Carolina. The study calculated a total
economic impact of $7.5 billion.5 The
study’s findings underscore the impor-
tance of viewing child care as a critical
component not only of the state’s social

infrastructure but also of its economic
infrastructure. As well as preparing
children for school, child care creates
jobs, purchases goods and services in the
economy, generates tax revenues, and
supports the employment of working
families, regardless of race or income. 

This article highlights the findings of
the 2004 study and summarizes the on-
going efforts in North Carolina to ensure
that all children have access to high-
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quality child care. The article focuses on
child care outside the home and deals
only with child care programs licensed
and regulated by the state. It provides
examples of how local governments are
supporting child care both across the
country and in North Carolina. Finally,
it describes some creative approaches
that local governments can use to
leverage resources and strengthen the
child care industry in their communities.

Child Care as Economic
Development 

Historically, support and funding for
child care and early childhood education
have been viewed as a welfare issue, with
significant emphasis placed on provid-
ing opportunities for disadvantaged
children. Only recently have early care
and education begun to be understood
and evaluated as economic development

issues. As an increasing number of
states quantify the value and the impact
of the child care industry, people in the
industry as well as people in business
and economic development are more
clearly able to articulate the critical role
that child care plays in a community’s
economic infrastructure.

With this new framing, early care and
education can move out of a welfare
context and into an economic develop-
ment context. As a result, child care
leaders are beginning to think of their
industry differently and to collect data
not only on outcomes for children but
also on number of businesses, number
of employees, gross receipts, and the like.

Child Care and Rates of Return
Business and economic leaders have
aided discussion by conducting studies
that quantify rates of return on invest-
ments in early childhood education pro-
grams. For example, a study conducted
by the Federal Reserve Bank of Minne-
apolis estimated that high-quality early
childhood education programs generate
a 16 percent rate of return, 12 percent
to the public and 4 percent to children.6

More simply put, child care investments
benefit the public at large as well as
children. 

Another study investigating the costs
and the benefits of high-quality care,
conducted by the Frank Porter Graham
Child Development Institute, The Uni-
versity of North Carolina at Chapel Hill,
found that at age twenty-one, children
who had participated in an early inter-
vention program had a greater likeli-
hood of attending college and being
employed in a high-skilled occupation
than children who had not participated
in such a program.7

The High/Scope Perry Preschool
Study found that children who benefited
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from high-quality child care were more
likely than children who did not benefit
from such care to graduate from high
school, be employed at age forty, own a
home, have a savings account, and have
higher median annual earnings—all crit-
ical components in creating economic-
ally strong communities and families.8

A 2003 study by the Frank Porter
Graham Child Development Institute
found that children participating in the
state’s Smart Start–funded programs
arrived at school with a higher level of
readiness than other children, and that
readiness was sustained through the
third grade.9 Also, a national study
published in Child Development found
that children entering elementary school
who had attended higher-quality child
care were more likely than other children
to have improved math and language
ability, better cognitive and social skills,
and fewer behavioral problems.10 Given
that nationally, more than one-third of
children entering kindergarten are con-
sidered not ready for school, early child-
hood education is becoming increasingly
important in preparing children for
future opportunities.11

Research on public expenditures also
is finding that early childhood educa-
tion is becoming increasingly important
in decreasing future public costs. In
2002 the cost to North Carolina for
holding back children in kindergarten
through third grade was more than
$170 million.12

Child Care and Employee Productivity
The competitiveness of the global econ-
omy requires that businesses recruit and
retain the highest-skilled workers. The
business community is growing in-
creasingly aware of the importance of
family-friendly work policies in general
and child care in particular. Some busi-
nesses are using child care as a benefit,
both to increase employee retention and
to reduce absenteeism. Studies examin-
ing the ties between child care and
employee productivity have produced
these findings:

• Child care issues that result in
employee absences cost U.S.
businesses $3 billion annually.13

• Unscheduled absences cost small
businesses an average of $60,000

General Characteristics
of North Carolina
Child Care Enterprises

Center-Based Child Care

Median enrollment 36

Percent enrolling children who 
receive a child care subsidy1 80

Median number of employees 
(teachers and assistants)

Full-time 5
Part-time 1

Self-reported median hourly 
wage of directors $12

Self-reported median hourly 
wage of teachers $8

Percent providing fully paid 
health benefits for employees 14

Family Child Care

Median enrollment 5

Percent enrolling children who 
receive a child care subsidy1 65

Percent caring for provider’s 
own children 3

Median age of the business 
(in years) 5.4 

Average workweek (in hours) 53

Estimated net yearly 
earnings $16,725

Notes

All data are from WORKING IN CHILD CARE IN

NORTH CAROLINA: THE NORTH CAROLINA CHILD

CARE WORKFORCE SURVEY 2003 (N.C. Early
Childhood Needs and Resources Assess-
ment; Child Care Services Ass’n and Frank
Porter Graham Child Dev. Inst., Univ. of
N.C. at Chapel Hill, 2004), available at
www.childcareservices.org/_downloads/
NC2003wfreport.pdf.

1. A center or a home has to enroll
with the North Carolina Division of Child
Development to be a subsidized child 
care provider.

annually, and large businesses, 
$3.6 million annually.14

• Turnover costs for salaried
employees are as much as 150
percent of their base salaries.15

• Turnover among employees using
business-sponsored child care
centers is 50 percent less than
turnover among other workers.16

Child Care’s Impact on the North
Carolina Economy

Until recently, evaluations of early
childhood education programs have
focused primarily on their impact on
school readiness and child health. Al-
though interest in understanding the
economic impact of the child care
industry was growing, no data existed.
As noted earlier, the 2004 study by the
National Economic Development and
Law Center found that the child care
industry in North Carolina is a signif-
icant part of the economy, with a total
economic impact of $7.5 billion. In
terms of gross receipts, child care ranks
above wireless communications and
wholesale leaf tobacco.17

The study includes data on licensed
and regulated, formal, full- and part-time
programs of early care and education.
The data cover both center-based child
care and child care based in the pro-
vider’s home, typically called “family
child care.” Head Start, More at Four,
other public preschool programs, and
after-school programs are represented.
From an economic perspective, the report
offers a conservative estimate, at best, of
the child care industry’s role in North
Carolina’s economy. Care given to chil-
dren at home by parents, family members,
or others, and programs that fall out-
side the parameters cited earlier, are not
included. Research efforts to quantify
the economic value of these “nonmar-
ket” child care services are currently
under way. According to one estimate,
the cost of raising a child through age
eighteen, in terms of what a caregiver
could have earned outside the home, can
range from $600,000 to $1 million.18

North Carolina’s Child Care Market
Currently the child care market in
North Carolina can serve roughly 



24 percent of all children newborn
through age twelve at any one time in for-
mal child care programs.19 The market
consists of both family (4,900) and
center-based (3,600) regulated facilities. 

More than 50 percent of centers iden-
tified themselves as independently owned
and not part of a chain. The next-largest
group identified themselves as religious
child care centers, followed by those
connected to educational institutions, in-
cluding public schools, community col-
leges, universities, and private schools.20

(For some general characteristics of 
center-based and family child care in North
Carolina, see the sidebar on page 6.)

In spite of the essential service pro-
vided by the child care industry, it con-
tinues to struggle to afford decent wages
and benefits for its employees and to
decrease staff turnover. Like all other
small businesses, child care facilities face
increasing costs for benefits and goods,
with little opportunity for achieving
economies of scale. 

Projects such as WAGE$ and
T.E.A.C.H. that provide education-based
salary supplements and education
scholarships to low-paid teachers are
two efforts of North Carolina’s early care
and education system to help address
these conditions. In addition to increas-

ing the number of high-quality (4- or 
5-star) child care facilities, the two pro-
jects aid in pushing up wages. However,
as long as the child care industry remains
a group of small businesses largely de-
pendent on fees paid by parents, the two
projects may not be enough to make sig-
nificant gains. (For more information on
the projects, see the sidebar on page 8.)

North Carolina’s Working Families
Almost 70 percent of children in North
Carolina are in households in which all
adults work. This statistic includes both
single- and dual-parent households. About
170,000 children are currently in licensed
child care. As noted earlier, North Car-
olina’s working parents with children in
licensed child care earn $6.1 billion an-
nually. Also, they pay nearly $1.8 billion
in local, state, and federal taxes.21

The financial burden of child care
forces many working parents to choose
unregulated care for their children, or
care that is less than high quality. The
2004 study reported these findings:22

• One in ten workers has a child
under age six who needs care.

• Center-based care for an infant
costs almost $13,000 per year in
urban counties and $9,000 per year
in rural counties.

• The annual cost of child care for a
three-year-old in a rural county is
more than twice the cost of in-state
tuition at North Carolina’s public
universities.

• Child care expenses for a single
mother with two children in an
urban county are more than 50
percent of the total family income.

High-Quality Child Care in 
North Carolina 

In the early 1990s, North Carolina’s
child care standards were among the
lowest in the country, the state ranked
forty-ninth in SAT scores, and the Gen-
eral Assembly was debating the issue of
corporal punishment. Child advocates
persuaded the General Assembly to create
a study commission to raise awareness
of young children’s needs. Subsequently,
the General Assembly established the
Smart Start Initiative with a mission to
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WAGE$ and T.E.A.C.H.

Smart Start, the North Carolina Division of Child Develop-
ment, and the nonprofit Child Care Services Association
support two projects to increase educational attainment,
decrease teacher turnover, and bolster the wages of the
child care workforce.

The Child Care WAGE$ Project

The Child Care WAGE$ Project provides education-based
salary supplements for low-paid teachers, directors, and
family child care providers who work with children new-
born through age five. Eligible teachers in centers and
family child care homes must earn less than $14.60 per
hour, and directors, less than $15.00 per hour. Also,
they must work at least ten hours a week with children
newborn through age five in a licensed child care
program and have some formal child care creden-
tial or education beyond a high school diploma.
Participants must increase their education with-
in three years to remain eligible for the program.

Salary supplements are tied to the education level
of the child care worker and vary on the basis of the
position that he or she holds and the county in which
he or she works. For example, a teacher who holds an early
childhood certificate may be eligible for $600 in annual
supplements and can earn $1,500 or more if he or she
completes an associate degree in early childhood education. 

Supplements are paid in six-month increments, and
eligible workers must verify that they have worked for 
the same child care provider during the prior six months.
Moving to another provider resets the six-month eligibility
criterion.

Following are some important WAGE$ statistics for
2004–05:1

• The annual turnover rate was 16 percent for WAGE$
participants versus 24 percent statewide. 

• Sixty percent of participants had taken college-level
coursework since applying.

• Eighteen percent of participants had moved up a
level on the supplement scale because of continued
education. 

• The average six-month supplement was $574 (or
$1,148 per year). 

The T.E.A.C.H. Early Childhood Project 

The T.E.A.C.H. Early Childhood Project was established in
1990 by the Child Care Services Association to provide
educational scholarships for teachers, directors, and family
child care workers to complete course work in early child-
hood education and help increase their income. 

Eligible child care workers must
meet a minimum number of work
hours per week in a regulated child
care program and have the sponsor-

ship of their employer. Also, eligible
teachers and family child care workers
must earn less than $14.60 per hour,
and directors, less than $15.00 per

hour. Participants are offered
scholarships to study early child-
hood education at fifty-eight
community colleges and six four-
year universities. Participants also
can opt to earn the North Carolina
Early Childhood Administration
Credential, the North Carolina 
Early Childhood Credential, or a
certificate, a diploma, an associate’s

degree, or a bachelor’s degree in early
childhood education. 

In exchange for scholarships, T.E.A.C.H.
requires that each participant complete a certain

amount of education or college course work during a
contracted period. Also, participants must agree to remain
in their child care program or the field for at least six
months and as much as a year. After completing their
education requirement, participants can receive increased
compensation in the form of a bonus of $100–$700 or a
raise of 4–5 percent. 

Following are some important T.E.A.C.H. statistics:2

• Between 2001 and 2003, the number of teachers
with two- and four-year college degrees increased 
27 percent.

• Between 1993 and 2003, the number of licensed
family child care providers with degrees increased 
43 percent. 

• Between 1993 and 2003, turnover rates decreased
from 42 to 24 percent.

For more information on these programs, visit the 
Child Care Services Association website at www.
childcareservices.org/.

Notes

1. Child Care Serv. Ass’n website, www.childcareservices.org/
ps/wage.html#2 (last visited July 28, 2006). Under FAQ, click on
What are the benefits/results of the Child Care WAGE$® Project?

2. TURNING IT AROUND: THE T.E.A.C.H. EARLY CHILDHOOD AND CHILD

CARE WAGE$ PROJECTS (2004–2005 Annual Program Report, 
Chapel Hill, N.C.: Child Care Serv. Ass’n, 2005), available at
www.childcareservices.org/_downloads/TEACH%20annual%20
report%2004-05.pdf (last visited Aug. 3, 2006).



ensure that every child in North Car-
olina arrives at school healthy and
prepared for success.23 Leading it are a
statewide nonprofit organization, the
North Carolina Partnership for Children,
and seventy-nine local nonprofit or-
ganizations in collaboration with local
government officials, child care pro-
viders, public agencies, private founda-
tions, and numerous other community-
and state-level organizations and
volunteers. 

A key component of their work is
to ensure that every child enrolled in
child care will be in a high-quality
environment—that is, in a child care
center with a 4- or 5-star rating as
determined by North Carolina’s child
care licensing system. The system uses a
scale of 1 to 5, with 5 being the highest
quality. The system assesses the quality
of licensed and regulated child care pro-
grams in three areas: program standards,
staff education, and regulatory com-
pliance. The most significant character-
istics of higher-quality centers are lower
child-to-teacher ratios and a more ed-
ucated staff, with a greater percentage

The Smart Start Initiative

North Carolina’s Smart Start Initiative began as a demonstra-
tion in eighteen counties.1 Today it serves as a key part of
the state’s infrastructure for child care and early childhood ed-
ucation, with seventy-nine local Smart Start partnerships re-
sponding to the needs of North Carolina children (newborn
through age five) and their families in the state’s 100 counties.

Each of the local partnerships is a nonprofit organization
with a board of directors. By law the board must have a mini-
mum of twenty-one members, who generally include local
government officials, business and philanthropic leaders, par-
ents, human service officials, and consumers, among others.

Each local partnership has a strategic plan with
measurable goals and accountability standards to ensure
that the children in its community have a foundation for a
sound basic education. The programs of each local
partnership are designed specifically to meet the unique
needs of the county or counties the partnership serves.

Since Smart Start’s inception, the number of children in
high-quality care has increased threefold, to more than
100,000. Other successes of the past ten years are these: 

• Increasing the state’s rate of children who are
immunized, from the lowest in the nation to one of
the top three

• Moving from the worst child care standards in the
nation to having more than 50 percent of children in
the highest-quality programs

• Improving education of early childhood teachers to
the extent that more than 80 percent of them now
have some college-level education

• Increasing the number of children who receive child
care subsidies through Smart Start by 177 percent in
the past decade2

Through Smart Start’s National Technical Assistance
Center, North Carolina has served as a national leader
and model for other states looking to make strides in
early childhood development. The state is again taking
the lead in trying to link child care to the economic
infrastructure of the state.

Notes

1. Unless otherwise noted, data in this sidebar are from 
N.C. PARTNERSHIP FOR CHILDREN, SMART START: THE FOUNDATION FOR

A SOUND, BASIC EDUCATION (Raleigh: the Partnership, 2005).
2. Figure derived by the author from a review of data at 

N.C. Div. of Child Dev.

of teachers having
child care credentials
and college-level early
childhood education.24

Through Smart
Start, North Carolina
has made great gains
on behalf of its
children. Studies show
that the quality of child care in the state
has risen substantially as a result of
Smart Start programs.25 Other research
shows that children in high-quality
programs arrive at school at a higher
level of readiness than their peers and
have fewer behavioral problems, better
math skills, and better cognitive skills
through second grade.26

Further, more services are reaching
young children and their families through
Smart Start. In 2003, more than 94,000
families benefited from family support
programs, about 100,000 children re-
ceived health and development screen-
ings, and more than 57,000 children
received child care subsidies.27 (For more
information about Smart Start, see the
sidebar on this page.)

Through its
Division of Child De-
velopment, North
Carolina provides a
child care assistance
program for low-
income and other
eligible families who
are working or en-

gaged in training leading to employ-
ment. Eligibility is limited to families
making no more than 75 percent of the
state median income. The Division of
Child Development allocates subsidy
funding to each county on the basis of a
set formula. The subsidy amount, which
pays a portion of child care costs for
eligible families, is based on a market
rate survey that provides median cost
estimates by county and by the age of
the child. The subsidy covers about 
75 percent of the cost of care, with the
remainder paid for by the parents or
absorbed by the child care provider. 

The subsidy program is funded largely
by federal and state dollars. Smart Start
contributes additional funding to it—
$75 million in 2003—to assist in reach-
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ing more children and families. Despite
these additional resources, today almost
30,000 children are on the waiting list
for subsidies. That list will only con-
tinue to grow.

In many counties more families are
eligible to receive a subsidy than there
are funds available. Waiting lists for
subsidies vary from county to county in
terms of the number of families on them
and the average number of months that
families spend waiting. 

Not only are some children unable to
secure the high-quality care that will
assist in readying them for school, but
their working parents often are unable
to secure and retain
employment because
of a lack of affordable
child care. Parents
unable to secure a
child care subsidy are
frequently forced to
turn down jobs or
make difficult choices
between work and public assistance.
With the average yearly cost of high-
quality care for a three-year-old in
North Carolina at $5,000 in rural
communities and $7,000 in urban
communities, child care is out of reach
for many low-income families. Working
parents with infants often have the most
difficult time. With the cost of care the
greatest for this age group, parents are
sometimes forced to move their children
from provider to provider.

Local Government Support of
Investment in Early Care

The Institute for Youth, Education, and
Families, a special entity of the National
League of Cities, was established to pro-
mote the important role that municipal
leaders play in improving the future of
children and youth and to help them take
action on behalf of children in their com-
munities. Local government officials play
a critical role in involving the business
community, leveraging new resources,
supporting creative ideas, and encourag-
ing long-term strategies and investments
to support children and families.28

Involving the Business Community
Local government officials actively work
to retain and strengthen the existing

businesses in their communities as well
as to attract new business investment.
Almost all businesses rely on child care
to maintain and retain their workforce.
For many businesses, operating an on-
site child care facility for their workers
is not a feasible option. However, local
government can encourage the business
community to support other child care
strategies. Employer coalitions have been
effective in leveraging state resources,
pooling their own resources to provide
referral and information services, and
sharing information with the business
community at large on effective family-
friendly policies. Florida and Virginia have

strong coalitions of
employers working on
early childhood devel-
opment issues at the
state level. Similar ef-
forts have been success-
fully launched on re-
gional and local levels.
Examples include local

business alliances, business advisory
groups, and chamber of commerce com-
mittees serving as links between the busi-
ness and child development communities.

Local government can support local
businesses coming together to consider
other creative strategies such as the
following:

• Creating a pool of funds for new
employees who need assistance
with the first month or two of 
child care expenses until receiving 
a full paycheck

• Establishing a grant pool for ex-
isting child care facilities to upgrade
space and equipment and create
additional slots for employees of
participating businesses

• Hosting a child care fair to ensure
that working families know about
local resources for early care and
education

• Working with child care providers
to support special needs for care,
such as coverage during second and
third shifts, during part-time work,
and on weekends

Leveraging New Resources
By including child care as part of the
economic infrastructure of the commu-

nity, local leaders can consider and
leverage a much broader set of resources.
Funding sources available to local gov-
ernments, such as the U.S. Department
of Agriculture’s Community Facilities
Funds, can be used for child care facil-
ities as well as for other community
infrastructure needs. 

Also, local leaders can consider other
resources to leverage funds for child care
and education. As part of its recruiting
incentives, Travis County, Texas, offers
companies that provide a child care
benefit to low-wage employees a local
property tax abatement. The county used
such an incentive in recruiting Samsung
to its jurisdiction. 

Other local governments have taken
advantage of opportunities to leverage
new resources—for example:

• Communities in Maine have used
tax increment financing to support
child care in areas targeted for
redevelopment and community
development projects. (Under “tax
increment financing,” future tax
revenues of the redeveloped area
are used to pay for the improve-
ment costs.)

• Other communities, including 
several in California, have incor-
porated child care into large-
scale redevelopment efforts and
leveraged redevelopment financing
resources. 

• Aspen, Colorado, and Ames, Iowa,
have a dedicated stream from their
sales tax revenue to support child
care resources.

• Deerfield Beach, Florida, provides
the building and covers the costs of
employee benefits for a high-quality
multigenerational care center that
addresses both the child care and the
elder care needs of the community.

Supporting Creative Ideas
Local governments face tremendous chal-
lenges in trying to meet increasing needs
with decreasing or stagnant revenues. They
need creative ideas to help maximize the
use of existing community resources
and assets. Local governments play 
an important role in supporting the
implementation of new ideas. In several
communities, local government officials

Lack of affordable child 
care undercuts many parents’
employment options.



have facilitated an increase in the 
availability of child care simply by
easing barriers to creative solutions.
Examples follow:

• Communities in California and
Pennsylvania have reviewed and
changed their land-use and zoning
regulations to better support
people seeking to start family child
care businesses.

• Kentucky and New Jersey local
governments have allowed the
establishment of child care facilities
in or near industrial parks. This
strategy has created the benefits of
onsite care for employees, an
employee recruiting tool for
businesses already in the parks, and
an incentive for local developers to
use in recruiting new businesses. It
also eases transportation issues for
workers, especially in rural areas.

Encouraging Long-Term Strategies 
and Investments
The need for high-quality early care and
education will continue to demand the

attention of local and state government
leaders. Local governments can work to
meet this need by encouraging strategic
thinking and long-term investments in
their communities. Even small efforts
that begin to integrate child care into
the thinking of planning, economic,
workforce, and business development
professionals will create opportunities
for innovative solutions. 

Following are some ways in which
local governments are paving the road
for long-term investments:

• In Madison, Wisconsin, local offi-
cials are modeling child- and family-
friendly practices in the community
by providing access to parental
leave and flex-time options and
offering dependent care accounts,
direct subsidies, and scholarship
funds for low-wage employees.

• In Seattle, state officials collect data
and conduct research on the child
care workforce and its career link-
ages within the city, as well as other
factors that affect the industry and
its workforce. 

• In Vermont, local municipal plans
must address financing, facilities,
and business assistance for child
care providers.

North Carolina Local Governments
Leading by Example

In the Strengthening Families in
American Cities Survey, conducted by
the National League of Cities, one in
four elected city officials named child
care as the most critical program or
service need for children and families in
their communities. Child care was second
only to affordable housing. In addition
to care for children under age three,
preschool and early childhood educa-
tion were listed among the top ten 
community needs. The same survey
found that four in ten city officials
dedicated funds to early childhood
development, despite the fact that 
child care has not traditionally been a
municipal function. Municipal leaders
cited the benefits of increased school
readiness, the future benefits of de-
creased juvenile delinquency, and 
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a moral responsibility as the main
reasons for their investment.29

Supporting Access to, Availability 
of, and Affordability of High-
Quality Child Care
Local governments in North Carolina at
both the county and the city level already
are hard at work with local Smart Start
partnerships and other local organiza-
tions leveraging new or existing resources
creatively for child care or linking child
care to community economic develop-
ment. A few illustrations follow.

Cashiers and Jackson County
Heavily reliant on the tourism industry,
Cashiers, in Jackson County, was facing
a child care crisis. The rural nature of
the community made it difficult for small
child care centers to be economically
viable, and the community found itself
dependent on the one center run by the
Southwestern Child Development Com-
mission, a nonprofit organization serv-
ing the seven counties in the far western
part of the state. This center was in danger
of closing. Parents and local businesses
alike were worried about what its closing
would mean to the community. Working
parents would be challenged to find
care so that they could work. The small
businesses relying on these workers
were concerned about having employees
for the tourist season. 

Officials of the Southwestern Child
Development Commission approached
the county commissioners with a request
for funding for the child care center 
and shared the concerns of the business
community about the center’s closing.
The commissioners questioned why 
they should have a role in supporting a
child care business. Officials of the
Southwestern Child Development Com-
mission challenged the commissioners 
to view child care as a critical part of
their community’s infrastructure. Just 
as water and sewer service and roads
were necessary for businesses to thrive,
they said, so was child care, and that
infrastructure was in desperate need of
an investment. 

The Jackson County commissioners
approved an investment of $30,000 that
enabled the center to get on its feet, hire
additional staff, and increase the num-
ber of slots for children. This increased

the center’s cash flow and set it on a
more secure financial footing. 

The center now is doing well and 
serving even more families, for it was
able nearly to double the number of
children enrolled, from twenty-three to
forty-five. The county commissioners
also have left the door open for future
investments.30

Onslow County
Facing natural disaster requires the 
very best from first responders, lines
people, health professionals, and other
emergency workers called to the front
line. This truth is well known in
Onslow County. In a
county action report
completed after
Hurricane Isabel, the
Onslow County
Emergency Man-
agement Services
(EMS) found that child
care for members of
the disaster team was a frequent issue,
with most facilities being closed and
unavailable to meet the needs of emer-
gency workers. The EMS, along with
the local Smart Start partnership, the
Onslow County government, and
others, began to consider ways to add-
ress this need. 

Family child care homes now are
applying to be designated as child care
service providers for essential personnel
during emergency operations. Centers
must meet certain criteria, and an oper-
ator must become a certified emergency
response team member under a program
of the U.S. Department of Homeland
Security. County leaders are working
with the Federal Emergency Manage-
ment Agency to secure funding for this
effort and to ensure that cost does not
serve as a barrier to participation by
families with an emergency worker.
Emergency workers are relieved that
they will be able to focus on their tasks
in the event of an emergency, knowing
that their children are in safe places.31

Orange County
Orange County is one of many with 
a growing waiting list for child care 
subsidies. Changes in the economy and
the circumstances of families have made
it more difficult for working families to

afford high-quality child care. That
development, in turn, has affected their
ability to remain in the workforce. 

The Orange County commissioners
are strong supporters of Smart Start and
agencies such as the Department of Social
Services that are working on behalf of
children and families. To help address
the child care needs of low-wage work-
ing families, the commissioners appro-
priated $50,000 of county funds in fiscal
year 2005 to help establish the Orange
County Day Care Trust Fund. The fund
serves as a bridge for families who have
secured full-time employment and
qualify for the subsidy but face a wait

of six months, on
average, to receive it. 

The average cost
of the six-month
scholarship is $1,800.
This investment is
significantly less than
the staff turnover
costs of up to $9,000

that a business faces to replace an 
employee who is leaving for lack of
affordable child care. Businesses, non-
profits, other organizations, and indivi-
duals are encouraged to help sponsor
families by supplementing scholarships
from the trust fund with donations 
of their own. Donations may be made
in any amount and may be designated
to a specific family. This long-term
investment by Orange County and 
its partners is not only supporting
children but enabling working parents
to remain productive members of 
the workforce.32

Finding New Strategies to
Start Children on a Path to 
School Readiness 
The national research on linking child
care and economic development, spear-
headed by Dr. Mildred Warner at Cor-
nell University, shows that communities
must consider the connections between
children, working parents, and the local
economy if gains are to be made in the
communities’ well-being. North Caro-
lina has many examples of local govern-
ments working with local organizations
to strengthen these connections and to
create new opportunities for starting
children on a path to school readiness.
Several examples follow.33

Community infrastructure
needed for thriving businesses=

water and sewer service + roads +
a solid child care system.
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Charlotte
In the Charlotte area, the Centralina
Workforce Development Board has
provided a worker training grant to
upgrade the skills of teachers at a large
child care business. The grant also has
helped build awareness of the special
needs of the child care workforce.

Clay County
The three public schools in Clay County
share an on-campus child care center
for the system’s employees. The center
serves as an incentive in recruiting new

teachers and as a benefit in retaining
existing teachers. 

Durham
In Durham, Smart Start and the chamber
of commerce have partnered to provide
reduced membership fees to child care
businesses. This strategy is helping
strengthen the connection between the
child care and business communities.
Also, it is helping increase awareness that
child care centers are small businesses
facing the same challenges as other
small businesses in the community. 

Hyde and Montgomery 
Counties
In Hyde and Montgomery counties,
Smart Start partnerships are working
with local officials as part of the 
21st Century Communities Program
sponsored by the North Carolina
Department of Commerce. The goal is 
to include child care in each county’s
long-term strategic plan for economic
development. 

(For more resources on linking child
care and economic development, see the
sidebar on this page.)

Websites

Child Care Partnership Project
www.nccic.org/ccpartnerships/home.htm
The Child Care Partnership Project provides materials and
toolkits on ways in which local governments, the business
community, and other agencies can engage in the early
care and education efforts of their communities.

Child Care Services Association
www.childcareservices.org/
The Child Care Services Association administers programs
to increase wage rates of child care workers across the
state and spearheads research efforts, such as the studies
of the North Carolina child care workforce and system.

Linking Economic Development and 
Child Care Research Project
http: //government.cce.cornell.edu/doc/reports/
childcare
The Linking Economic Development and Child Care Re-
search Project focuses on identifying the economic link-
ages of child care and supporting the work of localities
interested in using an economic development approach
to financing child care. 

Local Investment in Child Care
www.lincc-childcare.com
Local Investment in Child Care encourages public and
private investments and policies to meet the child care
needs of California’s children and families. It currently is
working on linking child care, transportation, and land use.

National Economic Development and Law Center
www.nedlc.org/
The National Economic Development and Law Center
developed the Early Care and Education Economic Impact

Model for analyzing the economic impact of the child
care industry. Since then it has been producing reports for
states across the country, including North Carolina.

North Carolina Partnership for Children
www.ncsmartstart.org
The North Carolina Partnership for Children is the state
nonprofit organization responsible for the Smart Start
Initiative (see the sidebar on page 9). In 2001 the
partnership established Smart Start’s National Technical
Assistance Center to provide training and information to
other states looking to implement a comprehensive,
community-based, statewide early childhood system
modeled after the Smart Start Initiative.

Articles and Reports

Child Care and Parent Productivity: Making the Business
Case, by Karen Shellenback (Ithaca, N.Y.: Department
of City and Regional Planning, Cornell University,
December 2004), available at http://government.cce.
cornell.edu/doc/pdf/ChildCareParentProductivity.pdf.

“Early Childhood Development = Economic Development,”
by Rob Grunewald & Art Rolnick, fedgazette, March
2003, available at www.minneapolisfed.org/pubs/
fedgaz/03-03/opinion.cfm. 

How Does High Quality Child Care Benefit Business and
the Local Economy? by Jen Brown (Seattle, Wash.:
Economic Opportunity Institute, July 2002), 
available at www.eoionline.org/ELC/Proposals/
ECEChildcareEconomyBenefits.htm.

Supporting Early Childhood Success: Action Kit for
Municipal Leaders, by Julie Bosland et al. (Washing-
ton, D.C.: Institute for Youth, Education, and Families,
National League of Cities, n.d.), available at  www.
nlc.org/content/Files/ECE%20Action%20Kit.pdf.

Resources on Linking Child Care and Economic Development

Following are some resources to learn more about linking economic development and child care. 
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Conclusion

The $7.5 billion impact of the child care
industry in North Carolina challenges
the often-held perception that early care
and education are a private, family
matter. High-quality child care provides
a significant economic benefit to every
community in the state. Its impact on
current and future workforces makes it a
critical component of the economic in-
frastructure. Helping build the strength
of the child care system in North Caro-
lina is an effort that will require child
care and education professionals to
work with local government, private
business, economic, workforce, and
policy professionals at the state and
local levels. Local government officials
can serve as critical partners, lending
their voices in policy discussions and
decision making, providing opportun-
ities to local businesses, and setting a
direction for community engagement
that will help ensure a smart start for
North Carolina’s children.
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