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Child Care Workforce Retention Incentives

Evidence Review Findings: Effective

Child care workforce retention incentives are temporary financial relief provided by the state
which are intended to motivate early educators to stay in the field of early childhood education.
Rather than increasing wages directly, these retention incentives may be in the form of cash
bonuses, tax credits, or scholarship stipends. Rigorous evidence shows that these incentives can
effectively reduce teaching staff turnover, which might further promote child care quality and
learning outcomes. Current evidence does not provide clear guidance on the best method for
states to develop strategies or provide funding to support these workforce retention incentives.

Low wages in the child care and education field are common in the US, particularly among early
educators and caregivers working with infants and toddlers. Child care workforce retention
incentives can ameliorate the effects of low pay and reduce staff turnover among early educators.
Retaining experienced early educators not only can lead to better teacher-child interactions and
higher classroom quality but also help build a sustainable workforce.

Decades of research in the field of child development have made clear the conditions necessary for
young children and their families to thrive.”” These conditions are represented by our eight policy
goals, shown in Table 1. The goals positively impacted by child care workforce retention incentives
are indicated with a filled circle, and the goals theoretically aligned (but without sufficient evidence
of effectiveness from strong causal studies) are indicated with an unfilled circle.
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Table 1: Impacts of Child Care Workforce Retention Incentives on Policy Goals

Positive
Impact Policy Goal Overall Findings

Access to Needed

Services (Policy goal outside the scope of this review)

Parents’ Ability to Work (Policy goal outside the scope of this review)

Sufficient Household
Resources
Healthy and Equitable
Births
Parental Health and
Emotional Wellbeing
Nurturing and
Responsive
Child-Parent
Relationships
Nurturing and
Responsive Mostly positive impacts on teaching staff retention in
. Child Care in Safe early care and education programs
Settings
O Optimal Child Health
and Development

(Policy goal outside the scope of this review)
(Policy goal outside the scope of this review)

(Policy goal outside the scope of this review)

(Policy goal outside the scope of this review)

No strong causal studies identified for this goal

What Are Child Care Workforce Retention Incentives?

Low wages are the norm in the child care workforce. In 2024, median wages were $13.07 per hour for
child care educators (caring for children ages 0 through 5).! These wages are lower than 97 percent of
all other occupations and below the living wage for a single adult with no children in every state.!
Child care educators serving infants and toddlers tend to have the lowest pay, and this wage penalty
by age of children served persists regardless of educators’ levels of educational attainment."*

To ameliorate the effects of low pay, states can implement retention incentives to provide temporary
financial relief for early educators. Retention incentives are typically offered for early educators
based on tenure, and the amount of the incentive can vary by educational attainment and role.

Examples of retention incentives include:
a) Cash bonuses to early educators, a fixed amount delivered as a one-time incentive or on a
regular basis (e.g., bi-annually, quarterly), such as the WAGES® program;® and
b) Tax credits to child care staff (directors and teachers), with credits varying in refundability
and eligibility (e.g., educators in facilities participating in the state quality rating and
improvement system [QRIS] or Early Head Start/Head Start);! and
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¢) Scholarship stipends to child care educators pursuing higher degrees or other professional
development (fixed dollar amount, usually delivered quarterly or monthly), such as T.E.A.C.H.
Early Childhood® scholarships.*®

Box 1. Wage Supplement Programs

Beyond financial relief strategies (e.g., retention incentives), states may also pursue policies to
directly supplement early educator wages. States can establish salary scales that account for an
educator’s work experience, educational attainment, and role, thus establishing a defined wage
floor. Wage supplement programs provide additional income to help early educators reach a
defined wage floor.

When established in Fiscal Year 2021, the District of Columbia Pay Equity Fund (PEF) was a cash
bonus program that allocated a lump sum payment to early educators.* In Fiscal Year 2024, the
program was transformed into a wage supplement program with the goal of achieving pay parity
with K-12 educators.> The PEF provides quarterly payments to teachers based on their
qualifications, according to established wage floors, which range from $24.52 to $36.11 per hour,
depending on the role and qualifications.

To date, rigorous research has not examined the effectiveness of wage supplement programs.
Because wage supplement programs are directly tied to workforce compensation, which has a
broader scope than temporary financial relief, these programs may have different mechanisms
than those of workforce retention programs, Therefore, wage supplement programs are not
considered within the scope of this evidence review.

Who Is Affected by Child Care Workforce Retention Incentives?

In the US, the child care workforce includes approximately 2.2 million center-based and home-
based providers, predominantly women, who are paid to care for and educate more than 9.7 million
children between birth and age 5.}

Only 1in every 110 educators earns a living wage in early education and care.**! Low wages are a
result of a market failure. In April 2024, Prenatal to Five Fiscal Strategies (P5FS) released a report
measuring the cost of high-quality child care, referring to the actual expenses needed to provide
quality care including but not limited to living wages for staff.*® Estimates of the cost of providing
quality care for infants and toddlers in center- and home-based care far exceeds what most
families can pay for. To accommodate families and remain in the market, child care providers have

" Child care workforce size was calculated by the Center for the Study of Child Care Employment (CSCCE) from analysis of
National Survey of Early Care and Education (NSECE) 2019 data.

T Statistics are from the US Department of the Treasury, and early childhood education and care is defined as all
nonparental care of infants to children 5 years of age.

il Other costs of care may include facility and material costs and training costs for professional development. P5FS
estimated that true cost of care is even higher than what most families can pay for child care.
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an incentive to reduce costs. Because staff wages represent a large portion of the cost of providing
care, child care providers must often reduce costs by paying low wages to their staff.

As a result of low wages, over 13 percent of early educators live in poverty, a rate that is
approximately six times that of elementary school teachers."" An estimated 43 percent of early
educators receive assistance from at least one public safety net program, such as the Earned Income
Tax Credit, Medicaid, and the Supplemental Nutrition Assistance Program."' Economic insecurity
raises substantial mental health concerns among early educators. For example, low pay contributes
to high levels of stress, depression, and burnout among the child care workforce.>*>!

Although low pay is problematic across the early care and learning workforce, pay disparities exist
by race and ethnicity and age of children served. For example, even when holding equivalent
educational degrees, Black early educators earn approximately $8,000 less per year than White
early educators.' Additionally, a pay penalty for working with children under age 3 persists. Early
educators working only with children under age 3 are paid, on average, $8,000 less per year than
those only working with children ages 3 to 5.!

What Are the Funding Options for Child Care Workforce Retention Incentives?

Funding for child care workforce retention incentives can come from both public and private
sources. Funding sources depend on the nature of the retention policies. For example, tax credits
for early educators can only come from public funding sources, but financial support form private
sources may help a state to establish a cash bonus program.

Federal programs like the Child Care and Development Fund (CCDF), Head Start, and Preschool
Development Grants Birth-Five (PDG B-5) are important sources of funding for early care and
education broadly and support workforce compensation.**

The historic influx of pandemic relief funds through the American Rescue Plan Act (ARPA; Public
Law 117-2) in 2021 allowed states to support their child care workforce unprecedentedly.**%* Using
ARPA funds, states issued stabilization grants to support the child care workforce.*’** Many states
used these grants to pay child care providers who otherwise could not remain open due to the
pandemic, and more specifically, to temporarily raise wages for early educators to acknowledge
their work during an extremely difficult time.“*+>

States can also make direct investment in their child care workforce through state general funds,
state pre-K funds, and state funds from a payroll tax or other sources of revenue (e.g., tobacco and
lottery taxes).*** When ARPA expired at the end of 2024, at least nine states" continued these
grants at the state level after the federal relief funding ended.®

Vv The statistics were calculated by the Center for the Study of Child Care Employment (CSCCE) from analysis of American
Community Survey public use microdata.

¥ The estimate was calculated by the University of California-Berkeley Center for Labor Research and Education.

VI These nine states are: KS, MA, MN, MD, MS, NY, OH, TX, and WV.
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Why Should Child Care Workforce Retention Incentives Be Expected to Impact the
Prenatal-to-3 Period?

High-quality child care is characterized by stable, nurturing caregiver-child interactions.*® Within a
stable environment, young children can bond with their teacher. This positive, nurturing, bonding
experience helps children form secure relationships with their teacher, which further promotes
their brain development in early years.”® However, high-quality child care does not exist without a
stabilized child care workforce.

A recent survey of child care providers across the country found the annual early education staff
turnover rate was approximately 30 percent.”” High staff turnover jeopardizes the bond between a
child and their teacher. Disruptions in bonds between a child and caregiver may exacerbate
children’s social, emotional, and behavioral problems,*® which may further lead to long-term
concerns for children’s school readiness and health issues.>*5°

In contrast, low turnover can foster stable, positive connections between early educators and
children, and better teacher-child relationships will further improve classroom quality and learning
environments,™" which in turn can lead to optimal child cognitive and social-emotional
outcomes.*® Often-cited observational research suggests that higher teacher compensation is
associated with higher ratings on measures of classroom quality,"" and this association is generally
true for infant and toddler classrooms.!"2#

Additionally, without having to constantly rehire and onboard new staff, child care programs can
dedicate more time and resources to support teachers’ professional development, which may
further motivate early educators to stay in the field of early education. A stable workforce can also
ensure child care facilities stay open and allow early educators to build expertise over time.

Therefore, investment in retaining the child care workforce is crucial. Cash bonuses, tax credits,
and scholarship stipends can help retain current staff at child care programs by creating financial
returns to remaining in their role and field. By increasing compensation, retention incentives can
alleviate financial stress, which in turn increases their job satisfaction and overall wellbeing.'6'"1

Higher pay makes early educators, especially educators with higher qualifications, feel valued and
respected, which in turn reinforces their professional identity and career passion.® Without these
retention incentives, low pay in early education can discourage child care educators from
remaining in the field because of better paying alternatives in other fields.*

Vi positive teacher-child interactions are typically measured by observed interactions demonstrating warmth, sensitivity,
and responsiveness, among other factors. Classroom quality is typically defined by observed classroom experiences and
includes teacher behaviors, positive climates, and facilitation of learning and development.

Vit Classroom quality is operationalized using an observed measure of quality, most frequently overall scores on the
Infant/Toddler Environment Rating Scale (ITERS) or the Early Childhood Environment Rating Scale (ECERS) or their
relevant subscales (e.g., developmentally appropriate activities).
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What Impact Do Child Care Workforce Retention Incentives Have, and for Whom?

Theoretically, workforce retention incentives can improve outcomes related to nurturing and
responsive child care in safe settings and optimal child health and development. Several rigorous
research studies have evaluated the impact of child care workforce retention incentives. Most
rigorous evidence is limited to cash bonuses. These studies examined the effectiveness of cash
bonus programs and demonstrate beneficial outcomes on teaching staff retention. More research is
needed to understand the impact of tax credits and scholarship stipend programs.

The research discussed here meets our standards of evidence for being methodologically strong
and allowing for causal inference, unless otherwise noted. Each strong causal study reviewed has
been assigned a letter, and a complete list of causal studies can be found at the end of this review,
along with more details about our standards of evidence and review method. The findings from
each strong causal study reviewed align with one of our eight policy goals from Table 1.

The Evidence of Effectiveness table (Table 2) displays the findings associated with child care
workforce retention incentives (beneficial, null,* or detrimental) for each of the strong studies (A
through E) in the causal studies reference list. For each indicator, a study is categorized based on
findings for the overall study population; subgroup findings are discussed in the narrative. Table 2
also includes our conclusions about the overall impact on each studied policy goal. The assessment
of the overall impact for each studied policy goal weighs the timing of publication and relative
strength of each study, as well as the size and direction of all measured indicators.

Four out of five studies included in this evidence review examined the impact of cash bonus
programs. These studies evaluated the effectiveness of state programs (i.e., Missouri Workforce
INcentive Project, Virginia Teacher Recognition Program, District of Columbia Pay Equity Fund) on
teaching staff retention in early childhood. One study examined the impact of statewide workforce
retention programs, including cash bonuses, tax credits, and scholarship stipend programs, by
comparing states that had implemented at least one retention program to states that had none.

Of the five causal studies included in this review, none examined how outcomes differed by race or
ethnicity (beyond simply presenting summary statistics or controlling for race /ethnicity). A
rigorous evaluation of a policy’s effectiveness should consider whether the policy has equitable
impacts and should assess the extent to which a policy reduces or exacerbates pre-existing
disparities in economic and social wellbeing.

x An impact is considered statistically significant if p < 0.05. Results with p-values above this threshold are considered null
or nonsignificant.
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Table 2: Evidence of Effectiveness for Child Care Workforce Retention Incentives by Policy Goal

Overall
Beneficial Detrimental | Impact on

Policy Goal Indicator Impacts Impacts Goal

Nurturing and
sl e il Teaching Staff
Care in Safe Retention

Mostly

B,C.E A Positive

Settings
Note: Study D is excluded from Table 2 because its results are duplicative of Study E.

Nurturing and Responsive Child Care in Safe Settings

Five strong causal studies have examined the impact of retention incentives for early educators on
child care outcomes, and the findings are mostly positive.

One study, which focused on the effects of QRIS on families and children, also examined the impact
of workforce retention programs. The study compared states that had implemented QRIS only,
QRIS and a workforce retention program, and a workforce retention program alone, to states that
had neither program.? Statewide workforce retention programs examined by this study included
cash bonuses, tax credits, and scholarship stipend programs.

Results show that states with a retention program alone had lower job separation* and turnover
rates® compared to states with neither a retention program or QRIS in place.® States with both
QRIS and retention programs had improved turnover rates but showed no significant impact on job
separation rates when compared to states with neither program.? This study also found that
retention programs can augment the beneficial impacts of QRIS implementation on child care
workforce outcomes. States with both policies in place had significantly stronger outcomes
compared to states that had implemented QRIS alone.?

Another study examined the effectiveness of the Virginia Teacher Recognition Program (TRP),
which was a one-time cash bonus program that provided early educators up to $1,500 if they
committed to their employment for an 8-month period.© Results show 25 percent of early
educators had turned over by the end of the 8-month period in the control group. By contrast, only
14 percent of early educators in the TRP group left their centers during this time. In other words,
the $1,500 cash incentive reduced staff turnover by 11 percentage points.©

Two studies examined the effectiveness of the District of Columbia (DC) Pay Equity Fund (PEF), and
both found beneficial impacts.”* The original program implementation of PEF gave a one-time
bonus of $14,000 for lead teachers (S10,000 for assistant teachers) in DC during the second quarter
of 2022. One study shows by the end of 2022, this bonus increased the size of the workforce by
approximately 101 early educators, or 3.2 percent of the entire child care workforce in DC.P

*Job separation is defined here as the “total number of workers employed at a given firm in the reference quarter who
were not employed there in any of the previous four quarters” (p. 180).A
X Turnover rates refer to the percentage of employees who leave a given firm and are replaced by new employees.
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A second study examined outcomes after 1 year of PEF implementation, and found the bonus
increased the size of the workforce by approximately 219 early educators, or 7.0 percent of the
entire child care workforce. Given the typical turnover in child care workforce, increasing the size
of the workforce indicates improvement in the workforce retention.” To not overly represent the
positive findings from the PEF from one sample population, only one study (Study E) is included in
Table 2.

In contrast to the findings of more recent studies on retention incentives, one older study found
null results of a cash bonus program for child care workforce retention. This study used Missouri’s
Workforce INcentive Project (WIN) to evaluate the impact of center-based child care cash bonuses
on teacher turnover rates.* The annual bonus ranged from $500 to $2,500 depending on early
educators’ educational attainment. Bonuses were disbursed every 6 months for 3 years.

For teaching staff with more than a high-school diploma and staff at certain hourly wage levels, the
study found significantly lower turnover rates for those who received the cash bonus in comparison
to those that did not receive the bonus.** However, overall teaching staff results indicated only
marginally lower turnover with the cash incentive and were not significant.* Although the authors
do not speculate the cause of null results overall, the wide range of bonus size may have attenuated
the effect size of the overall finding.

Is There Evidence That Child Care Workforce Retention Incentives Reduce
Disparities?

No strong causal research explores the impact of workforce retention incentives on reducing
racial /ethnic or socioeconomic disparities, or disparate outcomes for children or for the child care
workforce. However, there is evidence of labor market discrimination against women and Black,
Indigenous, and people of color, who represent the majority of child care staff and are underpaid in
the US labor market.*

Over 90 percent of early educators are women, and approximately 36 to 50 percent of the total
female child care workforce are women of color, depending on the child care setting.'*® Early care
provider demographics, in terms of race and ethnicity, often nearly match those of the children
they serve, which is a positive in the field and unique to ages birth-to-5. Research has shown that
having teachers who look like their Black, Indigenous, and other students of color benefits all
students academically, socially, and emotionally.*

xii Results were particularly robust for teaching staff with more than a high-school diploma and more than 5 years of
experience (p < 0.01). Significantly lower turnover rates were found for teaching staff earning between $7.20 and $9.60 per
hour who received the biannual cash incentive in comparison to teaching staff that did not receive the incentive. No
statistically significant results were found comparing teaching staff earning < $7.20 per hour or > $9.60 per hour.
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Despite this benefit to children, Black child care educators are especially harmed by low wages.
Black early educators earn approximately $8,000 less per year than their White peers, and the pay
disparity may be even greater among those who work with infants and toddlers.™*!

Additionally, Black, Indigenous, and other people of color, and under-resourced communities often
face extra barriers in access to government programs. Data collection protocols on workforce
retention programs to support the early child care workforce (e.g., bonuses, tax credits, or
stipends) are needed to examine the impact and identify any disparities specific to the access of
these programs.'**

Has the Return on Investment for Child Care Workforce Retention Incentives Been
Studied?

No strong causal evaluations have examined the return on investment for increased child care
workforce retention incentives, but some observational studies suggest this may be a cost-effective
strategy. For example, observational studies that examine the relationship between child care
educator wages and turnover suggested that investment in supplemental wages may increase
retention, which can result in savings in the long run.""**

What Do We Know, and What Do We Not Know?

Child care workforce retention incentives demonstrate beneficial impacts on teaching staff retention
among those serving children during the birth-to-3 period.*“"F However, the evidence on state
retention strategies has several limitations that should be addressed by future research.

First, causal studies on workforce retention largely focus on cash bonus programs. Although cash
bonuses, along with other types of incentives, may convince early educators to stay in the field
temporarily, it is unclear how long the beneficial impact will last.%? Retention incentives are not a
permanent solution. States also need dedicated funding streams to support these programs. Future
research should examine the impacts of broader compensation strategies (e.g., increased salaries and
benefits) on the child care workforce and child outcomes.

Second, strong causal research disaggregating infant and toddler teachers and classrooms from
preschool teachers and classrooms is needed to improve the evidence base specifically for the
birth-to-age 3 population. Though research on children ages birth-to-5 can be useful to understand
the impact of child care workforce compensation, the unique challenges and needs of infant and
toddler classrooms mean that broader outcomes may not be directly relevant. Building the evidence
base on this population specifically will help allow for stronger conclusions.

Third, limited research examines the effects of specific state-level child care workforce retention
incentives policies. A closer examination of state policies, including the frequency and threshold of
cash bonuses (e.g., what is the optimal frequency and threshold of bonus to retain early educators
within a financial budget) will allow for a better understanding of program implementation. We also

st Black and Hispanic women have attained college degrees at a lower rate than their White counterparts; reinforcing
need for support (e.g., tuition assistance) that may increase levels of educational attainment in the early care workforce
and improve the quality of care infants and toddlers receive.*
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do not know whether cash bonuses are stronger incentives compared to tax credits and
scholarship stipends. More research on policy implementation can provide guidance to states on
what the optimal approach is to improving compensation for the child care workforce.

Finally, existing research (causal or otherwise) does not explore direct or indirect pathways (e.g., via
child care quality) from child care workforce retention to child outcomes. Further research should
assess the effect of child care workforce retention on child outcomes. Workforce retention
incentives are thought to retain early educators, which is expected to promote child care quality,
resulting in improved child social emotional and cognitive outcomes. Further research should
examine these developmental pathways and shed light on how to better support educators and
children in the early education system.

Are Increasing Child Care Workforce Retention Incentives an Effective Policy for
Improving Prenatal-to-3 Outcomes?

The current evidence base demonstrates the effectiveness of child care workforce retention
incentives at promoting nurturing and responsive child care in safe settings in the birth-to-3 period.
Research to date has primarily focused on the impacts of cash bonus programs. Further evidence on
other retention incentives, such as tax credits and scholarship stipends, are needed. States can
leverage federal fund allocations, develop dedicated funding streams, and foster public-private
partnership to fund child care workforce retention strategies.

How Did We Reach Our Conclusions?

Method of Review

This evidence review began with a broad search of all literature related to the policy and its impacts
on child and family wellbeing during the prenatal-to-3 period. First, we identified and collected
relevant peer-reviewed academic studies as well as research briefs, government reports, and
working papers, using predefined search parameters, keywords, and trusted search engines. From
this large body of work, we then singled out for more careful review those studies that endeavored
to identify causal links between the policy and our outcomes of interest, taking into consideration
characteristics such as the research designs put in place, the analytic methods used, and the
relevance of the populations and outcomes studied. We then subjected this literature to an in-
depth critique and chose only the most methodologically rigorous research to inform our
conclusions about policy effectiveness. All studies considered to date for this review were released
on or before April 1, 2025.

Standards of Strong Causal Evidence

When conducting a policy review, we consider only the strongest studies to be part of the evidence
base for accurately assessing policy effectiveness. A strong study has a sufficiently large,
representative sample, has been subjected to methodologically rigorous analyses, and has a well-
executed research design allowing for causal inference—in other words, it demonstrates that
changes in the outcome of interest were likely caused by the policy being studied.

© Prenatal-to-3 Policy Impact Center at Vanderbilt University Peabody College of Education and Human Development



Evidence Review: Child Care Workforce Retention Incentives 10

PRENATAL-TO-3 POLICY CLEARINGHOUSE

The study design considered most reliable for establishing causality is a randomized controlled trial
(RCT), an approach in which an intervention is applied to a randomly assigned subset of people.
This approach is rare in policy evaluation because policies typically affect entire populations;
application of a policy only to a subset of people is ethically and logistically prohibitive under most
circumstances. However, when available, RCTs are an integral part of a policy’s evidence base and
an invaluable resource for understanding policy effectiveness.

The strongest designs typically used for studying policy impacts are quasi-experimental designs
(QEDs) and longitudinal studies with adequate controls for internal validity (for example, using
statistical methods to ensure that the policy, rather than some other variable, is the most likely
cause of any changes in the outcomes of interest). Our conclusions are informed largely by these
types of studies, which employ sophisticated techniques to identify causal relationships between
policies and outcomes. Rigorous meta-analyses with sufficient numbers of studies, when available,
also inform our conclusions.

Studies That Meet Standards of Strong Causal Evidence

A.

B.

C.
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