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% A K~V : The U.S. Child-Care Crisis: Facts, Causes, and Policies
ZIK
Why does the U.S. lack affordable child-care? This research analyzes the long-term trend of

the U.S. child-care market from both empirical and theoretical perspectives. | first document
new facts that the child-care costs have sharply risen since the mid-1990s from the Survey
of Income and Program Participation. However, contradiction all, there has been a massive
expansion of the means-tested child-care subsidies, which would have lower the prices. |
provide evidence that these programs are the primary source of rising costs. The subsidies
unintentionally crowded out home-based child-care suppliers who are also low-income
working mothers and eligible for the grants. A simple calibrated equilibrium model captures

the data well and suggests alternative policy schemes.
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