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a  b  s  t  r  a  c  t

A child  care  subsidy  is one  of  the most  effective  policy  instruments  to  facilitate  low-income
individuals’  transition  from  welfare  to  work.  Although  previous  studies  consistently  find
that subsidy  receipt  is  associated  with  increased  employment  among  single  mothers,  there
is  currently  no evidence  on the  influence  of these  benefits  on  the  decision  to invest in
human  capital.  Using  data  from  the Kindergarten  cohort  of the  Early  Childhood  Longitudi-
nal Study,  this  paper  examines  the  impact  of  child care  subsidy  receipt  on  the likelihood
of engaging  in  education  and  job  training  activities.  We  identify  the  impact  of  subsidy
receipt  by  exploiting  plausibly  exogenous  geographic  variation  in  the  distance  that  parents
must travel  from  home  in  order  to  reach  the nearest  social  service  agency  that  administers
the  subsidy  application  process.  Results  suggest  that  child  care  subsidies  encourage  single
mothers to engage  in  human  capital  investment.  In  particular,  our  instrumental  variables
estimates  imply  that subsidy  receipt  increases  the  likelihood  that  a  single  mother  enrolls  in
courses at  a school  or university  by  13  percentage  points  and  participates  in a job  training
program  by 8 percentage  points.

© 2011 Elsevier Ltd. All rights reserved.

1. Introduction

Child care expenses constitute a significant item in the
budget of low-income families. In 2009, the average cost
of full-time center care for an infant ranged from approx-
imately $4550 in Mississippi to more than $18,750 in
Massachusetts, exceeding the average annual tuition for a
four-year public college in 40 states (National Association
for Child Care Resource & Referral Agencies [NACCRRA]
(2010)).1 National data indicate that child care costs com-
prise over one-quarter of poor families’ income (Smith,
2000), greatly exceeding the federal recommendation that

! Corresponding author.
E-mail addresses: chris.herbst@asu.edu (C.M. Herbst), tekin@gsu.edu

(E. Tekin).
1 See http://www.naccrra.org/docs/Cost Report 073010-final.pdf.

families spend no more than 10% of their income on child
care (USDHHS, 2009). Data also show that these costs are
on the rise. The cost of child care since 2000 has increased
twice as fast as the median income of families with chil-
dren. In fact, the average increase for a four-year-old child
in center care exceeds the rate of inflation in all states
(NACCRRA, 2010).

The high cost of child care poses a serious burden on the
prospects for sustained employment and economic self-
sufficiency particularly among low-income families. This
burden became more severe with the passage of welfare
reform in 1996, which shifted the focus of the social safety
net from providing disadvantaged families with open-
ended cash assistance to facilitating their transition from
welfare to work. In order to expedite this transition, the
new law consolidated the previously fragmented child care
subsidy system into a single block grant, the Child Care
and Development Fund (CCDF),  and substantially increased

0272-7757/$ – see front matter ©  2011 Elsevier Ltd. All rights reserved.
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funding for child care assistance.2 Consistent with the
explicit goal of welfare reform to increase employment
and reduce welfare caseloads, CCDF funds are now tar-
geted primarily at low-income families participating in a
state-defined work activity.3 Since most child care subsidy
expenditures are made so that a parent may  work, a child
care subsidy increases the net return from employment by
reducing this important work-related expense. Therefore,
child care subsidies have long been recognized as an impor-
tant policy tool to encourage employment among women
with young children. Accordingly, researchers have ded-
icated substantial attention to the potential employment
impact of these subsidies (e.g., Berger & Black, 1992; Blau
& Hagy, 1998; Gelbach, 2002; Herbst, 2008; Tekin, 2005,
2007a, 2007b).4 Findings from these studies consistently
show that child care subsidies increase employment and
reduce welfare use among low-skilled women with chil-
dren.

Given the “work first” philosophy of welfare reform and
the CCDF, the literature’s focus on employment is not sur-
prising. However, the law clearly allows parents to use child
care subsidies while participating in a range of other work-
related activities—including job training and education—as
long as they meet the other eligibility criteria. Indeed,
recent data show that a non-trivial fraction of subsidy-
eligible parents engage in these activities. For example,
using nationally representative data from the National Sur-
vey of America’s Families (NSAF), Herbst (2008) finds that
approximately 14% of eligible single mothers participate in
job training programs and another 17% enroll in courses at
the high school or college level. Schexnayder, Schroeder,
Faliski, and McCoy (1999) provide direct evidence for
Texas, finding that although most children receive subsi-
dized care so that parents can work (62%), another 31%
of children receive benefits to allow parents to attend job
training or educational programs.

Despite the fact that child care subsidies are available to
low-income parents engaged in job training and education,
very little attention has been paid to studying these human
capital outcomes. To our knowledge, the only available evi-
dence comes from Blau and Tekin (2007),  who examine
the impact of child care subsidy receipt on employment,
school attendance, unemployment, and welfare participa-
tion among single mothers using data from the 1999 NSAF.
The authors find that subsidy receipt has no statistically sig-
nificant effect on the decision to attend school. Currently,
no evidence exists on the relationship between subsidy
receipt and participation in job training.

In this paper, we attempt to fill this gap by analyzing
the impact of child care subsidy receipt on single mothers’
decision to participate in education and job training pro-

2 See Herbst and Tekin (2010a, 2010b) for detailed descriptions of the
CCDF.

3 See SEC. 658P(3) of CCDF law at http://www.acf.hhs.gov/programs/
ccb/law/ccdbgact/ccdbgact.pdf.

4 Another source of evidence on the effect of child care subsidies comes
from studies of the impact of the price of child care on maternal employ-
ment (e.g., Anderson & Levine, 2000; Blau & Hagy, 1998; Herbst, 2010;
Kimmel, 1998; Tekin, 2007b). The consensus from these studies is that the
price of child care has a negative impact on the employment of mothers.

grams using data from the Kindergarten cohort of the Early
Childhood Longitudinal Study (ECLS-K). Our investigation
is motivated by several factors. First, as described above,
there is almost no evidence on the role played by subsidy
policy in encouraging parents to attend school and engage
in job training activities. Second, we  argue that encourag-
ing parents to participate in activities like schooling and
job training is critical to the success of welfare reform.
Among the intended goals of welfare reform is to “end the
dependence of needy parents on government benefits by
promoting job preparation, work, and marriage.”5 Clearly,
the desirable outcome from the government’s perspective
is to enable parents to earn enough to meet their basic
needs without public assistance of any kind, and the law
recognizes that this goal cannot be accomplished through
employment alone. Improving skills by investing human
capital through activities like education and job training
may be necessary to help low-income parents access bet-
ter jobs. Therefore, it is important to provide insights into
whether child care subsidies encourage investments in
school and job training activities among recipient parents.

2. Data

Our data are drawn from the Kindergarten Cohort of the
Early Childhood Longitudinal Study (ECLS-K).6 The ECLS-
K is a nationally representative survey of approximately
21,000 children who entered kindergarten in the fall of
1998. Children in the sample are followed through the
end of eighth grade, with parent and child interviews
conducted in the fall and spring of kindergarten (1998
and 1999) and the spring of first (2000), third (2002),
fifth (2004), and eighth (2007) grade. Over 20 children
per school from over 1200 public and private schools are
included in the sample.

In this study, we focus on the fall of kindergarten wave
of data collection, in which parents were asked about con-
temporaneous education and job training activities as well
as whether the focal children received subsidized care in
the year before kindergarten entry. Our analysis sample
retains children living with an unmarried biological moth-
ers or female guardian (related or unrelated) at the start

5 Personal Responsibility and Work Opportunity Reconciliation Act of
1996,  Public Law 104-193, August 22, 1996.

6 The ECLS-K is sponsored by the U.S. Department of Educa-
tion. For more information, see the ECLS-K website at http://nces.ed.
gov/ecls/kindergarten.asp.  The ECLS-K used a multistage probability sam-
ple design to select the sample of children attending kindergarten in 1998.
The  primary sampling units (PSUs) were geographic areas consisting of
counties or groups of counties. The second-stage consisted of public and
private schools within sampled PSUs. The final stage units were students
within schools. The school frame was freshened in the spring of 1998 to
include newly opened schools that were not included in the original sam-
ple. Once the sample children were identified, parent contact information
was  obtained from the school, which was used to locate parents and seek
consent for the child assessments and parent interviews. Completion rates
(or response rates that are conditioned on earlier stages of data collection)
for  the fall of kindergarten interviews were high: 89.9% of child assess-
ments were completed, 85.3% of parent interviews were completed, and
over 90% of the teacher interviews were completed.
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of kindergarten.7 We  focus on unmarried mothers because
this group constitutes approximately two-thirds of eligi-
ble subsidy recipients (Herbst, 2008). Exclusions from the
sample are made if the child is missing information on all
outcome variables (1766) or the entire fall of kindergarten
parent interview (740), the questions regarding child care
subsidy receipt (35), and census tract identifiers (2256). We
exclude an additional 12,607 children who do not meet our
requirements for residence with an unmarried mother.8

The resulting analysis sample includes 3848 children.
We exploit two survey questions regarding parental

involvement in education and job training activities. First,
parents were asked whether they are “currently attending
or enrolled in any courses from a school, college, or uni-
versity.” Next, a question about current participation in a
“job-training or on-the-job-training program” was posed.9

We  code these as separate binary indicators that equal
unity if parents responded that they are currently par-
ticipating in a given activity. We  also create a combined
variable that equals unity if parents are engaged in any of
these activities.

The primary right-hand-side variable in this analysis
is a measure of child care subsidy receipt, defined as a
binary indicator that equals unity if a given child received
subsidized, non-parental child care in the year prior to
kindergarten. During the fall of kindergarten interview,
parents were asked about the child care arrangements used
throughout the previous year. For each arrangement, a
set of follow-up questions were then directed at parents
to ascertain whether any help was received in paying for
child care expenses. Specifically, parents were asked the
following: “Did any of the following people or organiza-
tions help to pay for this . . . provider to care for {CHILD}
the year before {he/she} started kindergarten?” Four pos-
sible choices were then presented to parents, and we  coded
those answering “a social service agency or welfare office”
as receiving a child care subsidy.10 Thirteen percent of chil-
dren in our sample are coded as receiving a child care
subsidy. This figure is consistent with the U.S. Department
of Health and Human Services’ finding that 12–15% of eli-
gible families received a CCDF subsidy during the same
period (USDHHS, 1999).11

7 In particular, children in our sample live with (1) a biological mother
only, (2) a biological mother and a partner “father,” (3) an unmarried adop-
tive  mother who  may or may  not be living with a partner “father,” and (4)
or an unrelated, unmarried guardian who may  or may  not be living with
a  partner “father.”

8 Additional deletions are made because the mother reported a nonsen-
sical age (6), or information from parent interview could not be merged
with the geographic variables (2).

9 Since the question includes the phrase “on-the-job training”, it is likely
that  the training is offered through employers. However, the survey does
not  allow us to know whether it is publicly subsidized or not.

10 Local social service agencies and welfare offices are typically the enti-
ties  responsible for administering CCDF child care subsidies in the U.S. The
Child and Dependent Care Credit is another employment-related benefit
intended to defray families’ child care expenses. However, this program is
a  federal tax credit and is not administered by local social service agencies.

11 The subsidy question in the ECLS-K is similar to those in several other
nationally representative surveys (e.g., National Survey of America’s Fami-
lies and the Survey of Income and Program Participation). The rates of child
care subsidy receipt calculated by researchers using the NSAF match our

In addition to child care subsidy receipt, our mod-
els include a number of exogenous maternal and family
characteristics that might be correlated with decisions
regarding education and job training. In particular, we con-
trol for maternal age (years), race and ethnicity (three
dummy  variables), current educational attainment (three
dummy  variables), presence and number of children in the
family (two dummy  variables), household size, English as
the primary home language, and urban residence. Since the
ECLS-K will not enable us to construct a variable for non-
wage income, we  include a binary indicator for whether the
mother or child ever received WIC  benefits. Eligibility for
WIC  is based in part on familial economic resources, so this
variable should be a reasonable proxy for sources of non-
wage income. In robustness checks, we experiment with
models that omit the WIC  indicator and add (the log of)
total family income. These changes do not alter the main
results.

We further account for unobserved heterogeneity by
including a large number of controls for the neighborhood
(census tract) and school environments. For example, we
add the (log of) median household income, the (log of)
population density, percent non-Hispanic white, and the
fraction of child ages 0–2 and 3–5 living in female-headed
households. Our school controls include the percent of
children eligible for free and reduced price lunches and
a dummy  variable indicating whether the school received
Title I funding. These variables help to mitigate the con-
cern that our instrumental variable, which is introduced in
the next section, proxies for neighborhood and family char-
acteristics that influence parental work activities. We  also
include state fixed effects to account for state-level pol-
icy, economic, and demographic unobservables that may
influence preferences for education and job training.

Summary statistics for the work activity outcomes and
demographic controls are presented in Table 1. Fully 17%
of single mothers participate in education or job train-
ing. Enrollment in school is the predominant activity,
with about 13% of mothers engaged in coursework at the
high school or college level. Approximately 6% of mothers
indicated that they participate in job training or on-the-
job training programs. Subsidy recipients are significantly
more likely to be engaged in any work-related activity than
their non-recipient counterparts: 22% compared to 16%.
Most of this difference is driven by the large participation
disparity in school enrollment, in which 18% of subsidized
single mothers are participating, compared to 13% among
non-recipients. Turning to the demographic characteris-
tics, subsidy recipients are younger, more likely to be black,
and more likely to have received WIC. Although recipi-
ents are less likely to have a bachelor’s degree, their high
school drop-out rates are lower and they are more likely
to have some college education. Therefore, it appears that
subsidy recipients are not systematically less skilled than
non-recipients.

ECLS-K estimate. For example, Tekin (2007b) calculates a participation
rate of 11.6% for a sample of single mothers, and Herbst (2008) estimates
a  take-up rate of 13.9%, also from a sample of single mothers.
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Table 1
Summary statistics.

Variable (1)
Full sample

(2)
Subsidy recipient

(3)
Non-recipient

Panel A: education and job training outcomes
Any participation in education or job training 0.171(0.376) 0.222(0.416) 0.163***(0.370)
Enrolled in courses at school or university 0.133(0.339) 0.178(0.383) 0.126***(0.332)
Job  training or on-the-job-training program 0.055(0.229) 0.072(0.259) 0.053*(0.224)

Panel  B: demographic characteristics
Distance to social service agency (miles) 6.86(10.03) 6.11(10.61) 6.98*(9.93)
Mother’s age 30.45(6.41) 29.23(5.77) 30.63***(6.48)
Mother is white 0.431(0.495) 0.420(0.494) 0.432(0.495)
Mother  is black 0.340(0.474) 0.398(0.490) 0.332***(0.471)
Mother  is Hispanic 0.177(0.381) 0.146(0.353) 0.181(0.385)
Mother  is other race/ethnicity 0.052(0.222) 0.036(0.186) 0.055*(0.227)
Mother has less than high school 0.208(0.406) 0.161(0.368) 0.215***(0.411)
Mother  has high school/GED 0.374(0.484) 0.384(0.487) 0.372(0.483)
Mother  has some college 0.326(0.469) 0.394(0.489) 0.316***(0.465)
Mother  has B.A.+ 0.092(0.289) 0.060(0.237) 0.097***(0.296)
Child  is an only child 0.292(0.455) 0.235(0.424) 0.300***(0.458)
Child  has one sibling 0.357(0.479) 0.345(0.476) 0.359(0.480)
Child  has two or more siblings 0.351(0.477) 0.420(0.494) 0.341***(0.474)
Home  language is English 0.899(0.301) 0.932(0.252) 0.894***(0.308)
Household size 4.049(1.588) 4.066(1.560) 4.046(1.592)
Mother or child ever received WIC 0.741(0.438) 0.915(0.279) 0.715***(0.452)
Urban  residence 0.845(0.362) 0.815(0.389) 0.850**(0.357)

Notes: Standard deviations are displayed in parentheses.
*** The differences between subsidy recipients and non-recipients are statistically significance at 1% level.
** The differences between subsidy recipients and non-recipients are statistically significance at 5% level.
* The differences between subsidy recipients and non-recipients are statistically significance at 10% level.

3. Econometric framework

Conceptually, the relationship between child care sub-
sidy receipt and mothers’ human capital investment
decisions can be summarized using a simple, single
decision-maker framework. In this framework, a sin-
gle mother maximizes the present value of her lifetime
earnings net of human capital investment costs, where
investment costs include both out-of-pocket costs and
foregone earnings during the investment period. Mothers’
time can be allocated to work, leisure, maternal child care,
and investment in human capital. By reducing the cost of
non-parental child care, a subsidy decreases time spent in
maternal child care and increases time available for work
and human capital investment. A mother can choose work,
which would result in a short-run increase in earnings.
Alternatively, she may  choose to invest in human capital,
which would raise her earnings capacity in the future with-
out increasing her earnings during the investment period.
The mother would choose contemporaneous investment
over work if the present discounted value of her lifetime
earnings when she invests in human capital exceeds the
present discounted value of lifetime earnings when she
works.

In this framework, a child care subsidy would have
a non-negative effect on the education or job training
decisions of the mother. Moreover, the mother’s hourly
wage, discount rate, and out-of-pocket costs of investing
in human capital also play a role in her work and human
capital investment decisions. For example, an increase in
wages would raise the likelihood that a mother works and
thus foregoes human capital investment. Furthermore, a
rise in the discount rate would also reduce the likelihood
that the mother invests in human capital and increases the

likelihood that she works. Finally, increased out-of-pocket
costs of human capital investment would further lower the
likelihood that the mother participates in education and
job training activities. In these cases, she would allocate
the additional time made available by a child care subsidy
to increased participation in the paid labor force. Therefore,
the magnitude of the subsidy impact depends on the dis-
count rate, the amount of foregone earnings, and the direct
costs of human capital investment.

Empirically, the relationship between child care sub-
sidy receipt and human capital investment decisions can
be examined using the following reduced form model:

HCi = ˛0 + ˛1si + Xi˛2 + Ni˛3 + !s + "i, (1)

where HCi is a binary indicator for the observed educa-
tion or job training participation decision of the ith single
mother. The si is a binary indicator of child care subsidy
receipt. The vector X includes the observed determinants
of mothers’ human capital investment decisions. These
variables may  also proxy for mothers’ discount rate and
foregone earnings potential. There may  also be local- and
state-level policy, economic, and demographic factors that
are associated with preferences for schooling and train-
ing, the cost of these activities, and differences in discount
rates, all of which are captured by the vector of observable
neighborhood characteristics, N, and state fixed effects, !s.
Note that mothers’ hourly wage rate also belongs in Eq.
(1).  Rather than explicitly controlling for the wage rate,
we adopt a quasi-reduced form approach and substitute
a number of exogenous determinants of this variable. We
do so first because hourly wages are clearly endogenous to
human capital investment decisions, and second because
the ECLS-K does not provide sufficient information to allow
us to construct such a measure.
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Estimation of Eq. (1) with the ordinary least squares
(OLS) is complicated by the potential endogeneity of sub-
sidy receipt (Blau & Tekin, 2007; Herbst & Tekin, 2010b).
Subsidy receipt is likely endogenous because recipients
are not a random sample of all eligible mothers. In other
words, we are concerned about the presence of unmea-
sured attributes associated with the decision to seek and
accept a child care subsidy that also partially determine
decisions related to human capital investment. For exam-
ple, a mother who is highly motivated to achieve economic
self-sufficiency may  also be more motivated to seek a child
care subsidy, thereby generating a positive correlation
between the error term, "i, and subsidy receipt. Alterna-
tively, the least-skilled mothers may  be singled out for child
care assistance by local subsidy administrators, imparting
a negative correlation between the error term and subsidy
receipt. It may  also be true that caseworkers give prior-
ity to the most highly skilled mothers, thereby generating
the greatest “return on investment” and allowing states to
meet work participation targets set by the federal govern-
ment.

Another concern with estimating (1) using OLS is
the possibility of classical measurement error in subsidy
receipt. There are numerous sources of potential mea-
surement error, ranging from the inability of parents to
recall whether and when child care assistance was  received
to confusion over the source of child care funding (e.g.,
child care tax credits, Head Start, CCDF). In such cases,
the estimated effect of child care subsidy receipt would
be biased downward. It is also important to note that our
measure of subsidy receipt refers to the year prior to chil-
dren’s entry into kindergarten, while the human capital
outcomes refer to participation in the fall of kindergarten.
Therefore, we are not able to examine the contempora-
neous relationship between subsidy receipt and maternal
decision-making. However, this is not a serious limita-
tion for our purposes: although some mothers may  make
immediate use of their subsidy for human capital invest-
ment, others may  experience short delays in between the
time the subsidy is authorized and when the education
and job training programs actually commence. In addi-
tion, using a lagged measure of subsidy receipt mitigates
the potential simultaneity between subsidy receipt and
human capital investments. We  rely on an instrumental
variables approach to address the endogeneity and mea-
surement error of subsidy receipt. To produce consistent
estimates of the impact of subsidy receipt using instrumen-
tal variables, we need at least one variable that is correlated
with subsidy utilization but uncorrelated with maternal
human capital decisions except through its relationship
with subsidy receipt. Our proposed instrument is based
on the distance that families must travel from home in
order to reach the nearest social service agency that admin-
isters the subsidy application process. The plausibility of
this instrument rests in part on the assumption that fam-
ilies living in an area with an agency nearby face lower
costs of obtaining a subsidy. It is therefore hypothesized
that an inverse relationship exists between the likelihood
of subsidy utilization and the distance between home and
the closest social service agency. Furthermore, it is plau-
sible that mothers’ travel distance to an agency influences

maternal human capital decisions only indirectly through
its impact on subsidy utilization and should not directly
influence these decisions.

To implement this strategy, we  began by creating a
database containing the precise location (building num-
ber, street name, city, state, and zip code) of virtually
every social service agency in the U.S.12 In doing so, we
were careful to ensure that a given agency is involved in
eligibility and benefit determination for CCDF child care
subsidies. Our database contains location information on
over 3600 social service agencies.13 The next step in the
process involved geocoding the location of administrative
offices by assigning a latitude and longitude coordinate to
each. In the final step, we calculated the Euclidean (or as-
the-crow-flies) distance (in miles) between the location of
social service agencies and the centroid (or geographic cen-
ter) of the census tract in which ECLS-K families reside. We
generate the distance measure based on families’ census
tract because residential addresses are not available in the
ECLS-K. Furthermore, given that states’ child care subsidy
programs are administered primarily at the county-level,
the distance measure is based on the nearest social service
agency in the county of residence.

As Herbst and Tekin (2010a, 2010b) discuss in detail,
there are several reasons why one would expect a strong
relationship to emerge for the distance between home
and the nearest social service agency. First, it has been
shown that low-income families already face significant
work- and child care-related costs due to the limitations
of public transportation systems and low car ownership
rates (Allard, 2009; Berube & Raphael, 2005; Ong, 2002).
Edin and Lein (1997) document that single mothers’ com-
mute time to work is about 10 h per week on average, with
another study finding that mothers’ daily trip from home
to the child care provider adds 28% more time to the total
commute (Michelson, 1985). It is therefore not surprising
that low-income working mothers stress the importance of
locating child care services close to home or work (Henly
& Lyons, 2000).14

12 See Appendix A in Herbst and Tekin (2010b) for a detailed discussion
of  how the social service agency database was complied and how the
distance instrument was constructed.

13 Most states administer child care subsidies at the county-level, with
one  agency located in each county. However, in many urban counties and
cities, there are multiple agencies in a county. On the other hand, there
are  a small number of rural counties without a social service agency. Thus,
clients living in these counties must travel to adjacent counties to apply
for child care assistance. We attempt to account for these complications
in constructing our database. Specifically, social service agencies located
in  multiple-agency-jurisdictions are each treated as separate entries.
Agencies that serve families from multiple counties are repeated in the
database—with each entry denoting the relevant county served by the
office—and we continue to match families to the nearest agency. Approx-
imately one-third of single mothers in our sample have access to two or
more social service agencies in their county of residence. In those cases,
our measure is defined such that the minimum distance is assigned to a
given single mother.

14 Another study finds that nearly 70% of low-income parents rate
“conveniently located services” as very important to their child care deci-
sions, compared to 50% among high-income parents (U.S Department of
Education, 1995).
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Table 2
Distance to social service agencies and the take-up of child care subsidies.

Outcome (1) (2) (3) (4)

Panel A: linear specification
ln(distance to social service agencies) "0.016**(0.008) "0.015*(0.009) "0.020**(0.009) "0.017**(0.008)

Panel  B: non-linear specification
Distance to social service agencies "0.005***(0.002) "0.005***(0.002) "0.006***(0.002) "0.005***(0.002)
(Distance to social services agencies)2 0.008***(0.002) 0.008***(0.002) 0.009***(0.002) 0.009***(0.002)
(Distance to social services agencies)3 "0.003***(0.0005) "0.002***(0.0006) "0.003***(0.0006) "0.003***(0.0006)

Mean  distance to social service agencies 6.87 miles 6.87 miles 6.87 miles 6.87 miles
Subsidy participation rate 0.130 0.130 0.130 0.130
Family controls X X X
Neighborhood controls X X
Geographic controls X
Number of observations 3848 3848 3848 3848

Notes: All models are estimated using OLS. Standard errors (in parentheses) are adjusted for county-level clustering. The family controls include all variables
listed  in Table 1 (except for the indicator of urban residence). The neighborhood controls (measured at the census tract-level) include the log of median
household income, percent non-Hispanic white, percent foreign born, and a dummy  variable for urban residence. The geographic controls include nine
dummy  variables for Census region.

*** A given coefficient is statistically significance at 1% level.
** A given coefficient is statistically significance at 5% level.
* A given coefficient is statistically significance at 10% level.

In addition, the travel distance to a social service agency
can influence subsidy utilization during multiple stages of
a mother’s interaction with the subsidy system (Herbst
& Tekin, 2010a, 2010b). In particular, most parents are
required to make one or multiple personal visits to an
agency to undergo the initial in-take and eligibility screen-
ing. Making these visits can be particularly challenging for
low-income parents, who tend to have less access to auto-
mobile transportation and are more likely to experience
frequent job turnover, seasonal or irregular work hours,
and highly volatile earnings (Holzer & Martinson, 2006;
Layzer & Burstein, 2007; Ong, 2002; Waller, 2005). Finally,
policies regarding eligibility recertification may  require
parents to make multiple trips to the local social service
agency. In particular, the time-limited nature of child care
subsidies—usually lasting three to 12 months—implies that
parents need to restart the eligibility process every few
months or risk benefit termination. For these conceptual
reasons, it is assumed that parents residing near an agency
face lower costs of obtaining a subsidy, which implies an
inverse relationship between the travel distance and child
care subsidy utilization. This proposition finds empirical
support in our data, as shown in Table 2, which presents
results of OLS regressions of the binary indicator of sub-
sidy receipt on single mothers’ travel distance, controlling
for a rich set of child, family, neighborhood characteris-
tics. The top panel presents coefficients using the natural
logarithm of the distance to the nearest social service
agency. We  also present in the bottom panel results from
specifications that allow for a non-linear relationship by
incorporating quadratic and cubic terms in distance. Col-
umn  (1) includes only the distance measure, while column
(2) controls for family characteristics. Columns (3) and (4)
add neighborhood characteristics at the census tract-level
and geographic factors to indicate urban/rural residence
and census regions, respectively. As seen in the top panel,
families travel distance has a negative and statistically
significant effect on the propensity to receive child care
assistance. The coefficient on the distance measure in col-
umn  (4) indicates that a 1% increase in the mileage to the

nearest social service agency is associated with a 2 percent-
age point decrease in the likelihood of receiving a subsidy.
Results in the bottom panel show that the relationship
between distance and subsidy receipt is non-linear.

As explained in Herbst and Tekin (2010a), it is rea-
sonable to assume that the monetary and psychic costs
associated with a given travel distance is expected to
vary according to where a family resides. For example,
there is substantial geographic variation in the availability
of local roads and highways, the amount of traffic con-
gestion associated with these roads, and the accessibility
of substitute forms of public transportation. Such differ-
ences across geographic regions suggest that it may  not
be appropriate to express the relationship between travel
distance and subsidy receipt as being identical for moth-
ers across all jurisdictions. To investigate this issue, we
produce county- and state-specific correlations between
the distance measure and subsidy receipt. As expected,
both sets of correlations are negative on average, but
the amount of variation is substantially greater among
counties, as evidenced by a comparison of the standard
deviations: 0.305 for the county-specific correlations and
0.172 for the state-specific correlations. Additional evi-
dence of between-county variation in the distance–subsidy
relationship is provided by comparing correlations across
urban and rural counties. Not surprisingly, the average
correlation in rural counties is nearly three times larger
than that in urban counties, but the spread of correla-
tions around the mean is also greater (SD rural: 0.397
versus SD urban: 0.277). Our identification strategy there-
fore exploits this county-level variation in travel distance
by interacting the distance measure with mothers’ county-
of-residence indicators. With a p-value less than 0.001, the
set of distance–county interactions is highly statistically
significant in the first-stage equation.15. In order for the dis-

15 The first-stage F-statistic on the excluded instruments is 121.36. It is
important to note that we experiment with models that replace the state
fixed effects with county fixed effects, while maintaining the county-by-
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tance measure to serve as an identifying instrument, it has
to be validly excluded from Eq. (1).  One concern regarding
the validity of families’ travel distance is that low-income
parents may  choose to live near local service agencies. In
addition, these agencies might locate in low-income neigh-
borhoods in order to be close to potential clients. If the
location decisions of parents and agencies are not orthogo-
nal to parental characteristics and preferences that are also
correlated with their human capital investment decisions,
the coefficient on subsidy receipt will be biased. How-
ever, as discussed in Herbst and Tekin (2010a) endogenous
location choices find little empirical support in the litera-
ture. On an intuitive level, these endogenous decisions are
more plausible for entitlement programs than child care
subsidies, which serve only a small percentage of eligible
families and are heavily rationed by local administrators
(Herbst, 2008).

Nevertheless, we include in the model a rich set of fam-
ily, neighborhood, and school characteristics to account for
endogenous location choices. Furthermore, we conduct a
robustness check that utilizes an ECLS-K item inquiring
about whether a given family chose its current home loca-
tion based on the attributes of local schools. Controlling
for this variable does not substantially change our main
results. Finally, we estimate the models separately on those
mothers who chose the current home location based on
school attributes and those who did not. Again, our results
are robust to this exercise.

It is also possible that mothers facing shorter dis-
tances to an agency do so in part because they live in
high-population-density (urban) and low-income neigh-
borhoods. Conversely, those with longer distances may
reside in largely rural and racially homogenous areas. To
the extent that the neighborhood environment is associ-
ated with opportunities to invest in human capital, the
travel distance may  be systematically related to these out-
comes. If these environmental factors are not properly
accounted for in Eq. (1),  the distance measure would not
constitute a valid instrument.

In Herbst and Tekin (2010a, 2010b), we examine the
distribution of child and maternal characteristics across
the quartiles of the travel distance. A simple compar-
ison indicates that mothers living near social service
agencies do in fact possess different characteristics than
those living farther away. Specifically, the former group
has higher WIC  participation rates and is more likely to
be drawn from the lowest quintile of the SES distribu-
tion. However, conditioning on just two neighborhood
characteristics—median household income and population
density—makes these differences disappear. Such results
indicate that the neighborhood environment is responsi-
ble for generating the observed family-level differences
across the distance distribution, and as long as neighbor-
hood controls are included in Eq. (1),  the distance measure
is random with respect to background characteristics and

distance interactions. However, given the multicolinearity we encounter
between the county indicators and interactions, the second-stage coeffi-
cient on subsidy receipt is imprecisely estimated for all outcomes. These
results are available from the authors upon request.

thus can serve as a valid instrument. As previously stated,
we incorporate a large number of additional neighborhood
characteristics (measured at the census tract- or school-
level) to further bolster our confidence in the identification
strategy. These variables capture several dimensions of
neighborhoods’ wealth and resources, urbanicity, racial
and ethnic composition, and family structure that are either
directly related to human capital investment opportunities
or correlated with the relevant attributes of single moth-
ers in our sample. We also include state fixed effects to
account for state-level policy, economic, and demographic
unobservables that may  influence human capital invest-
ment decisions.

4. Results

The main results for this analysis are presented in
Table 3. We  first present coefficients on child care sub-
sidy receipt from OLS regressions of each education and job
training outcome. Column (1) presents the raw differences
in participation rates between subsidy recipients and non-
recipients, while columns (2) through (4) progressively
add control variables. Our fullest OLS specification is pre-
sented in column (4), in which the observable family and
neighborhood characteristics are included along with state
fixed effects. Given the concerns associated with the non-
random selection into subsidy receipt, we then present
estimates from our instrumental variables approach. In
particular, the results in column (5) instrument for child
care subsidy receipt using the distance measure described
previously.

The OLS results consistently point to a positive associa-
tion between subsidy receipt and maternal participation in
education and job training programs. In the models without
any controls [column (1)], the coefficient on subsidy receipt
implies that recipient mothers are about six percentage
points more likely to participate in any work-related activ-
ity (full sample mean: 17.1%). It appears that most of this
increase is driven by course enrollments at colleges or
universities, as opposed to participation in job training pro-
grams. Indeed, the results indicate that subsidy recipients
are 5.2 percentage points more likely to enroll in school
(full sample mean: 13.3%) and only 1.9 percentage points
more likely to engage in job training or on-the-job-training
programs (full sample mean: 5.5%).

The remaining OLS results [columns (2) through (4)]
indicate that adding a rich set of observable characteristics
and state fixed effects does not substantially alter the raw
participation differences discussed above. In the fullest OLS
specification, subsidy recipients are 3.8 percentage points
more likely to be engaged in any work-related activity, an
estimate that is statistically significant at conventional lev-
els. Course enrollment rates at colleges or universities are
3.6 percentage points higher among recipient mothers, and
job training participation rates are approximately one per-
centage point higher among these women. However, the
subsidy coefficient in the job training model is not precisely
estimated.

The final column in Table 3, column (5), presents our
instrumental variables estimates of the causal effect of
child care subsidy receipt on various work-related activ-
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Table 3
OLS and 2SLS estimates of the impact of child care subsidy receipt on single mothers’ education and job training.

Outcome N OLS 2SLS

(1) (2) (3) (4) (5)

Any participation in
education or job training

3817 0.059***(0.021) 0.047**(0.022) 0.049**(0.022) 0.038*(0.022) 0.147*(0.078)

Enrolled in courses at
school or university

3820 0.052**(0.020) 0.042**(0.021) 0.043**(0.021) 0.036*(0.021) 0.126*(0.076)

Job  training or
on-the-job-training
program

3818 0.019(0.012) 0.018(0.012) 0.018(0.012) 0.011(0.012) 0.083*(0.049)

Family  controls X X X X
Neighborhood controls X X X
State  fixed effects X X

Notes: Each cell presents the coefficient on child care subsidy receipt, along with the standard errors (in parentheses). Standard errors are adjusted for
county-level clustering. Results in columns (1) through (4) are derived from OLS, while those in column (5) are derived from 2SLS. The family controls
include all variables listed in Table 1. The neighborhood controls (measured at the census tract- or school-level) include the log of median household income,
log  of population density, percent non-Hispanic white, percent foreign born, percent ages 0–2 and 3–5 living in female-headed households, percent female,
percent ages 65 and over, percent of females ages 16 and over employed, percent of children in school eligible for free lunch, percent of kids in school
eligible for reduced price lunch, and a dummy  variable that equals unity if the child’s school received Title I funding. Dummy variables equal to unity are
included to account for missing data on the demographic controls.

*** A given coefficient is statistically significance at 1% level.
** A given coefficient is statistically significance at 5% level.
* A given coefficient is statistically significance at 10% level.

ities. Relative to the OLS results, our 2SLS estimates imply
much larger positive effects of subsidy receipt. Such results
suggest that the OLS estimates are biased toward zero.
Not surprisingly, the 2SLS standard errors are also larger
than in the OLS case, but the coefficient on subsidy receipt
is statistically significant for all three work activity out-
comes. Participation rates in any work-related activity are
14.7 percentage points higher among subsidy recipients,
an effect that is once again driven by the large participation
response in school enrollments. Indeed, subsidy recipients
are 12.6 percentage points more likely to enroll in school,
while these mothers are 8.3 percentage points more likely
to engage in job training or on-the-job-training programs.

These results largely mirror the descriptive picture
emerging from national administrative data. According
to the federal Child Care Bureau (2006),  between 75%
and 80% of subsidy recipients are engaged exclusively in
formal employment. This is consistent with existing empir-
ical studies, which find that CCDF subsidy policy reduces
welfare participation rates and increases labor force partic-
ipation among single mothers (Blau & Tekin, 2007; Herbst,
2010; Tekin, 2007a, 2007b).  However, a non-trivial pro-
portion of subsidy recipients are also engaged in various
work-related activities, including education and job train-
ing. Figures from the Child Care Bureau (2006) suggest that
between 10% and 15% of recipients are either participat-
ing exclusively in education and job training or combining
work with these activities. Results in the study confirm that
current subsidy policy encourages human capital genera-
tion in addition to quickly moving disadvantaged mothers
from welfare to work.

Table 4 investigates the presence of heterogeneous
subsidy effects by mothers’ skill level and socioeconomic
status. In particular, separate 2SLS models are estimated
for low- and high-skilled mothers and low- and high-
SES families. For the purposes of this study, low-skilled
mothers are those with a high school degree or less,
while high-skilled mothers are those with at least some

college education. Low-SES families are defined as those
in the bottom two  quintiles of the ECLS-K SES dis-
tribution, and high-SES families are those in the top
three quintiles.16 Such an analysis is important because
it addresses an important question regarding the most
appropriate way  to target child care subsidy benefits.
Given that employment rates are substantially lower
among low-skilled or low-SES single mothers, one might
expect child care subsidies to have a larger participation
effect on human capital activities among these women.17

By encouraging contemporaneous school enrollment or
job training, subsidy policy might therefore increase
future employment rates among formerly low-skilled
mothers.

Consistent with this intuition, we  find that child care
subsidies increase participation in work-related activities
substantially more among low-skilled and low-SES sin-
gle mothers. For example, subsidy receipt increases the
likelihood of any participation in work-related activities
by 19.6 percentage points among low-skilled mothers,
while the participation response is 11 percentage points
(and imprecisely estimated) among high-skilled moth-
ers. Not surprisingly, the greatest participation response
among low-skilled mothers is estimated for school enroll-
ment, whose participation rate is expected to increase 17.2
percentage points—compared to 12.8 percentage points
among high-skilled mothers—after receiving a child care
subsidy. On the other hand, subsidized child care does
not appear to differentially influence job training or on-
the-job-training among low- and high-skilled mothers.
In fact, the subsidy coefficients are small in magnitude
and statistically insignificant for both sets of women. The

16 The SES index was constructed by ECLS-K staff and comprises parental
education, occupation, and family income.

17 In our ECLS-K sample, 66% of low-skilled single mothers are employ-
ment, compared to 83% among high-skilled mothers.
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Table  4
Differential effects of child care subsidies by mothers’ skill level and family socioeconomic status.

Outcome (1)
Low-skilled

(2)
High-skilled

(3)
Low SES

(4)
High SES

Any participation in education or job training 0.196***

(0.070)
0.110
(0.097)

0.115*

(0.061)
0.077
(0.097)

Enrolled in courses at school or university 0.172***

(0.066)
0.128
(0.093)

0.108*

(0.060)
0.085
(0.097)

Job  training or on-the-job-training program 0.040
(0.054)

0.029
(0.059)

0.023
(0.047)

0.034
(0.055)

Notes: All models are estimated using 2SLS. Each cell presents the coefficient on child care subsidy receipt, along with the standard errors (in parentheses).
Standard errors are adjusted for county-level clustering. Low-skilled mothers are those with a high school degree or less. High-skilled mothers are those
with  at least some college education. Low SES families are those in the bottom two  quintiles of the ECLS-K SES distribution. High SES families are those in
the  top three quintiles of the ECLS-K SES distribution. The family controls include all variables listed in Table 1. The neighborhood controls (measured at
the  census tract- or school-level) include the log of median household income, log of population density, percent non-Hispanic white, percent foreign born,
percent ages 0–2 and 3–5 living in female-headed households, percent female, percent ages 65 and over, percent of females ages 16 and over employed,
percent of children in school eligible for free lunch, percent of kids in school eligible for reduced price lunch, and a dummy variable that equals unity if the
child’s  school received Title I funding. State fixed effects are included in all models. Dummy  variables equal to unity are included to account for missing
data  on the demographic controls.

*** A given coefficient is statistically significance at 1% level.
* A given coefficient is statistically significance at 10% level.

2SLS results disaggregated by family SES are largely con-
sistent with those derived from maternal education. It
must be noted that the results in Table 4 should be inter-
preted, as the criteria we use to create these sub-groups
are likely to be endogenous to human capital investment
decisions.

5. Robustness analyses

In the final set of results, which are shown in Table 5,
we check the robustness of the main findings by experi-
menting with several changes to the baseline specification.
We begin by estimating models that omit the mater-
nal education controls in order to avoid their potential
endogeneity with human capital investment decisions.
As shown in column (1) of Table 5, the subsidy coeffi-
cients change very little when we make this exclusion.
In results not reported here, we also experiment with
omitting the control for WIC  participation. Recall that this
variable is included in the baseline specification to account
for confounding family resources that are correlated with
mothers’ participation decisions. In particular, since the
ECLS-K does not allow us to construct a measure of non-
wage income, we include the indicator of WIC  participation
as a reasonable proxy for these sources income. How-
ever, this control may  be endogenous. Omitting the WIC
control leaves our subsidy estimates largely unchanged.
We then attempt to more explicitly account for familial
economic resources by adding a control for (the log of)
family income. Although similar concerns over endogene-
ity arise, our results are robust to the inclusion of family
income.

The validity of our instrumental variables strategy
depends on the assumption that the travel distance is
uncorrelated with single mothers’ unobserved location
preferences after conditioning on individual and census-
tract level neighborhood controls as well as state fixed
effects. To reiterate, note that differences in the observed
characteristics of children and mothers are unrelated to
the distance measure after conditioning on the neighbor-

hood environment in which families reside. To further
guard against the confounding effects of endogenous res-
idential location choices, we utilize an item in the ECLS-K
that asks whether a given family chose its current home
location based on the attributes of local schools. Assum-
ing that the demand for certain school characteristics
is highly correlated with parental preferences regard-
ing other public services, including this variable in the
model should further purge our 2SLS estimates of bias
resulting from unobserved location choices. As shown
in column (2), our subsidy estimates are once again
robust to the addition of this preference variable in the
specification.

Another concern regarding the validity of our instru-
mental variables strategy is that social service agencies
might choose to locate in neighborhoods that contain high
concentrations of potential clients. To guard against the
endogeneous location preferences of social service agen-
cies, we condition on characteristics of the neighborhood
environment in which social service agencies are located.
These characteristics—all of which are measured at the
census tract-level—include the (log of) median household
income, percent foreign born, percent ages 65 and over,
percent female, and percent of employed females ages
16 and over. These variables are intended to account for
the unobserved determinants of social service agencies’
decision to locate in certain neighborhoods. As shown in
column (3) of Table 5, the estimated effects of subsidy
receipt are robust to these additional neighborhood char-
acteristics.

Although we cannot test directly whether the distance
instrument should be excluded from the human capital
model, we  offer a final piece of indirect evidence on its
validity by conducting a falsification test. If the identify-
ing assumption is valid, then variation in subsidy receipt
explained by the distance measure should not reflect vari-
ation in the unobserved neighborhood factors that are
correlated with maternal decisions about education and job
training. If this is the case, then predicted subsidy receipt
should not affect education and job training outcomes
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Table 5
Robustness checks.

Outcome (1)
Omit education

(2)
Endogenous
location

(3)
Agency
neighborhood
characteristics

(4)
Include
current/lagged
employment

(5)
Omit
non-in-person
applications

Any participation in education or job training 0.157**(0.078) 0.143*(0.077) 0.154**(0.078) 0.144*(0.077) 0.144*(0.084)
Enrolled in courses at school or university 0.139*(0.076) 0.120(0.075) 0.145*(0.076) 0.131*(0.075) 0.110(0.080)
Job  training or on-the-job-training program 0.082*(0.048) 0.084*(0.048) 0.088*(0.052) 0.076(0.049) 0.110**(0.055)

Notes: All models are estimated using 2SLS. Each cell presents the coefficient on child care subsidy receipt, along with the standard errors (in parentheses).
Standard errors are adjusted for county-level clustering. Column (1) uses the log of the inverse distance to social services agencies as the basis for the
instrument. Column (2) omits the controls for maternal education. Column (3) adds a control for whether the family chose its current home location based
on  the attributes of local schools. Column (4) adds controls for the (log of) median household income, percent foreign born, percent ages 65 and over,
percent female, and percent of employed females ages 16 and over. The family controls include all variables listed in Table 1. The neighborhood controls
(measured at the census tract- or school-level) include the log of median household income, log of population density, percent non-Hispanic white, percent
foreign born, percent ages 0–2 and 3–5 living in female-headed households, percent female, percent ages 65 and over, percent of females ages 16 and over
employed, percent of children in school eligible for free lunch, percent of kids in school eligible for reduced price lunch, and a dummy  variable that equals
unity if the child’s school received Title I funding. State fixed effects are included in all models. Dummy variables equal to unity are included to account for
missing data on the demographic controls.

** A given coefficient is statistically significance at 5% level.
* A given coefficient is statistically significance at 10% level.

among women who are categorically ineligible for a child
care subsidy. An obvious choice is to look at low-skilled
women without children (Blau & Tekin, 2007). Unfortu-
nately, the ECLS-K is a dataset designed to track child
well-being. Therefore, we focus the falsification test on
two-parent families in the top two quintiles of the SES dis-
tribution. To implement this test, we first estimate the
first-stage subsidy receipt equation on the sample of sin-
gle mothers in order to calculate a predicted probability
of subsidy receipt for the subset of two-parent families
in the top SES quintiles. We  then include this variable
in the human capital regressions. This falsification test
provides no evidence against the validity of our identi-
fication strategy: in no case do we find that predicted
subsidy receipt influences the education or job training
decisions of women in high-income, two-parent families.
It is likely that single mothers’ employment decisions are
correlated with subsidy utilization as well as decisions
regarding education and job training investments. Perhaps
the decision to attend a job training program reflects a
preference for employment rather than a consequence of
subsidy receipt. Given the difference in the timing of sub-
sidy receipt and the outcome measures, it could also be
the case that subsidy receipt first caused an increase in
employment, which might have then encouraged moth-
ers to attend school or participate in job training. Until
this point, we have not controlled for maternal employ-
ment because it is likely to be endogenous. Nevertheless,
we estimate the human capital models with controls for
contemporaneous as well as lagged employment status. As
shown in column (4) of Table 5, the coefficient estimates
change very little after controlling for these two variables,
although the estimate in the job training model becomes
less precise. We  obtain similar results when we  estimate
the model with only the indicator of lagged employment
included. This suggests that single mothers’ decision to
participate in job training reflects, in part, strong pref-
erences for employment rather than a desire to receive
training.

A growing number of states allow families to apply
for child care subsidies via the mail, online, or over the
telephone (Herbst & Tekin, 2010b).  A potential concern is
that the travel distance to social service agencies is less
meaningful for parents in these states. However, these
non-in-person application options were less common in
1998, when the ECLS-K fall of kindergarten interview was
conducted. In fact, only 14 states in our sample allowed
parents to request subsidy applications through mail, tele-
phone, or email, and another five states allowed them to
complete the subsidy application via mail or telephone.18

Nevertheless, to test the sensitivity of our main results to
the exclusion of states that permit non-in-person applica-
tions, we  estimate the model only on those single mothers
residing in a state that required in-person applications in
1998. As shown in column (5) of Table 5, our results are
quite similar to those in Table 2. The similarity of these
results to our main estimates is not surprising because,
although some parents may  not be required to make an
office visit to apply for child care assistance, there are
numerous other factors that may  require in-person visits
both initially and later at recertification (Adams, Synder, &
Sandfort, 2002).19 In addition, it is conceivable that single
mothers may  not have sufficient resources or the knowl-
edge to handle the application process through online or
telephone interactions. Therefore, it is likely that distance
was  still an important determinant of subsidy utilization
for these families as of the late-1990s. In fact, Herbst and
Tekin (2010c) show that the distance measure is associated
with a statistically significant reduction in subsidy utiliza-
tion irrespective of whether families must make personal

18 These states are, respectively, Alaska, Arizona, Arkansas, Kansas,
Louisiana, Maine, Michigan, Missouri, Oregon, Pennsylvania, South
Dakota, Tennessee, Texas, and Washington; and Maine, Michigan, Oregon,
Texas, and Washington.

19 These reasons include lack of trust by parents in the subsidy sys-
tem, errors made by parents or case workers, and visits required by case
workers to provide additional eligibility documentation.
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visits to the social service agency in the county in which
they reside.20

6. Conclusion

Child care subsidies constitute a key policy instru-
ment used by the government to facilitate single mothers’
transition from welfare dependence to economic self-
sufficiency. Despite the potential importance of human
capital investments in increasing economic self-sufficiency
among low-skilled individuals, the emphasis of state wel-
fare and child care programs continues to be immediate
job placement, with little attention given to the qual-
ity of these jobs and career advancement. Consequently,
previous studies focus almost exclusively on the employ-
ment effects of child care subsidies, documenting sizeable
positive effects. However, the CCDF allows parents to uti-
lize child care subsidies for other work-related activities,
including attending school or engaging in job training
programs. The literature focusing on these outcomes is
under-developed. In this paper, we attempt to fill this gap
by analyzing the impact of child care subsidy receipt on
the decision of single mothers to participate in education
and job training. Using data from the ECLS-K, our results
suggest that these subsidies do in fact encourage single
mothers to engage in activities involving human capital
investment.

The employment focus of the current child care sub-
sidy system is based on the assumption that the path to
success in the labor market begins with accepting any job,
even one that may  not pay well and may  not be full-time
(Brown, 1997). This approach assumes that women who
take low-wage and part-time jobs will eventually move
into higher-wage and full-time jobs (Pavetti & Acs, 2001).
However, a reasonable interpretation of the empirical evi-
dence suggests that low-skilled workers do not enjoy large
wage gains from direct work experience. For example,
Holzer and LaLonde (2000) find that the most important
types of job mobility in terms of generating wage growth
are relatively uncommon among low-skilled women. In
addition, studies focusing on welfare leavers show that
employment in low-paying jobs with little wage growth
is the norm (Cancian, Haveman, Meyer, & Wolfe, 2000;
Harris, 1996; Peterson, Xue, & Hoses-DeWeever, 2002). On
the other hand, our results suggest that even a work-first
child care subsidy regime—emphasizing rapid movement
into employment—can assist low-income mothers in using
child care benefits as a pathway to upgrade skills and
human capital. This finding is an encouraging sign for the
success of welfare reform in helping the needy population
achieve self-sufficiency in the long-run.

20 Note that states allowing in-person applications may  be different in
some other respects from those not allowing in-person applications. For
example, the former may  have more technologically advanced residents
or  greater resources not only in the provision of child care assistance, but
also  in assisting low-income families in other capacities, including the
quality and availability of education and job training. Therefore, limiting
the  sample this way  may  introduce an endogeneity problem.

Appendix A.

Table A1 The determinants of child care subsidy receipt.

Variable Coefficient Standard error

Mother’s age "0.003 0.007
Mother’s age squared 0.000 0.000
Mother is black 0.014 0.019
Mother is Hispanic 0.003 0.024
Mother is other race/ethnicity "0.051 0.024**

Mother has high school/GED 0.052 0.016***

Mother has some college 0.083 0.017***

Mother has B.A.+ 0.087 0.024***

Child has one sibling 0.038 0.013***

Child has two  or more siblings 0.084 0.019***

Home language is English 0.005 0.027
Household size "0.031 0.016*

Household size squared 0.003 0.001*

Mother or child ever received WIC  0.116 0.015***

Urban residence "0.060 0.048

Notes: The model is estimated using OLS. N = 3848. Standard errors (in
parentheses) are adjusted for county-level clustering. The neighborhood
controls (measured at the census tract- or school-level) include the log
of  median household income, log of population density, percent non-
Hispanic white, percent foreign born, percent ages 0–2 and 3–5 living in
female-headed households, percent female, percent ages 65 and over, per-
cent of females ages 16 and over employed, percent of children in school
eligible for free lunch, percent of kids in school eligible for reduced price
lunch, and a dummy  variable that equals unity if the child’s school received
Title I funding. State fixed effects are included, as are the parent-specific
distance instruments. Dummy  variables equal to unity are included to
account for missing data on the demographic controls.

*** A given coefficient is statistically significance at 1% level.
** A given coefficient is statistically significance at 5% level.
* A given coefficient is statistically significance at 10% level.
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