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THE WHITE HOUSE
WASHINGTON

December 11, 1997

MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED
SUBJECT: _ Child Care Initiatjve

As you recall, you announced at the White House Conference on Child Care that you
would unveil a child care initiative in your State of the Union Address and FY 1999 budget
proposal. The Conference made clear that child care is one of the most pressing issues facing
America’s working families today. It focused particular attention on the problems families face
with the cost of child care, the quality of care (especially for infants and toddlers), and the
avatilability of care (especially for school-age children). The recommendations presented in this -
memorandum address these concerns.

This memorandum outlines a recommended package of proposals and reflects a policy
development process led by the Domestic Policy Council with significant input from the First
Lady and her staff, NEC, OMB, OVP, CEA, IGA, and various federal agencies, including the
Departments of HHS, Treasury, and Education. Many of your advisors see your child care
proposal as the next significant initiative in your on-going commitment to working families. As
you know, the First Lady has been particularly supportive of strong investment in this area.

The memorandum outlines both tax and general revenue expenditure options. On the tax
side, we recommend an increase in the Child and Dependent Tax Credit, which assists low- and
middle-income working families with child care costs. On the spending side, we recommend a
package centered around: a significant investment in direct child care subsidies, which help low-
income working families afford child care; a series of targeted investments to promote early
learning opportunities and improve the safety and quality of child care; and an expansion of good
after-school programs.



OVERVIEW OF PROPOSALS

Tax Relief for American Families. Modify the Child and Dependent Care Tax Credit (CDCTC)

to assist low- and middle-income Americans with child care costs.

Tax Credits for Businesses. Provide a tax credit to businesses that incur costs related to building
or operating child care facilities, training child care workers, or providing resource and referral
services to employees (some version of Senator Kohl’s proposal).

Subsidies for Low-Income Families. Increase federal investment in the Child Care and
Development Block Grant (CCDBG) to enable states to provide child care subsidies to additional
low-income working families with children under 13.

S_t@d_args_ﬁnfgmgmgm Establish a new fund for states to improve licensing of providers and
enforcement of state health and safety standards.

Early Leaming Fund. Establish a new fund -- structured as challenge grants to communities -- to
promote early learning, child care quality, and parent involvement and education.

-

Early Head Start. Increase the Early Head Start set-aside and raise overall funding in Head Start.

Scholarships and Training for Child Care Providers. Establish a Child Care Provider Scholarship

Fund to provide scholarships to students working toward a child care credential, and expand the
Department of Labor’s Child Care Apprenticeship Program to fund training of child care
providers.

Research and Evaluation. Establish a new fund to support research and demonstration projects,

- data collection, technology development, a National Center on Child Care Statistics, and a
national child care hotline for parents.

School-Age Opportunities. Expand the Department of Education’s 21st Cenfury Community
Learning Center Program to provide start-up funds to school-community partnerships to establish

or expand before- and after-school programs for school-age children in public schools.

Stay-at-Home Parents. Consider expanding the reach of the Family and Medical Leave Act and
establishing a small evaluation or demonstration fund to support states wishing to test innovative
approaches in this area.



PROPOSAL

DPC RECOMMENDED FUNDING
LEVEL OVER FIVE YEARS

Child and Dependent Tax Credit Reform

$5.2 billion f’ 9

Tax Credit for Businesses

$ LA billion 1

Subsidies for Low-Income Families

$4 billion

Through Block Grant 0‘

| Standards Enforcement Fund -$500-mitliea———
Early Learning Fund Approx. $2 billion 3K

— | Early Head Start/ [ -5500-million——
Child Care Pravi ' | 5250-miftion— ——
| Child Ca ieeshi $10-million-(forEY 1999)
Program
_| Research and Evaluation Fund ssemilion

21st Century Learning Center program | $500 million to-$3=billioswr

TOTAL TAX: $6.2 to $7.2 billion over five years

TOTAL SPENDING: Approx. $8 billion over five years
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BACKGROUND ON FEDERAL CHILD CARE INVESTMENTS

The federal government invests in child care in a variety of ways. The two principal mechanisms

designed to help parents pay for child care are the Child and Dependent Care Tax Credit
(CDCTC) and the Child Care and Development Biock Grant (CCDBG).

Child and Dependent Care Tax Credit. The CDCTC provides tax relief to taxpayers who pay

for the care of a child under 13 or a disabled dependent or spouse in order to work. The non-

refundable credit is equal to a percentage of the taxpayer’s employment-related expenditures for
child or dependent care, with the amount of the credit rate depending on the taxpayer’s adjusted

gross income (AGI). Currently, the credit rate is phased down from 30 percent (for taxpayers
with AGI of $10,000 or less) to 20 percent (for taxpayers with AGI above $28,000). The

maximum amounts of qualifying expenses for which credits may be claimed are $2,400 for one

qualifying individual and $4,800 for two or more qualifying individuals. Thus, the maximum

credit ranges from $480 to $720 for a taxpayer with one qualifying individual and $960 to $1,440

for a taxpayer with two or more qualifying individuals.

Child Care and Development Block Grant. The CCDBG is the primary federal subsidy
program devoted to child care, enabling low-income parents and parents receiving Temporary
Assistance for Needy Families (TANF) to work or participate in the educational or training

programs they need in order to work. Because of your efforts, welfare reform increased federal

funding for child care by approximately $4 billion over five years (FY 1997 - FY 2002), and it
consolidated four child care subsidy programs into the CCDBG. The funds are distributed
primarily by formula to the states, which provide matching funds to operate direct child care
subsidy programs and improve the quality and availability of care. By law, states may serve
families below 85 percent of state median income, and must spend 4 percent of their funds on
efforts to improve child care quality. *

CCDBG

CDCTC

Current federal funding level

$2.9 billion (FY 1997)

$2.5 biilion (FY 1998)

Eligibility criteria

Families (TANF and non-TANF) with
children under 13 who need child care
and earn less than 85 percent of state -
median income

Taxpayers who pay for at least 50
percent of the care of a child under 13
and/or a disabled dependent or spouse
in order to work

200 percent of poverty and children
under 13 who receive assistance under
program

families)

Percent of overall dollars in program | Approximately 96 percent 19 percent
going to families with AGI below 200

percent of poverty

Percent of families with AGI below 12 percent (of potentially eligible

13 percent

Amount of assistance

$3,200 (average, annual subsidy per-
child in FY 1995)*

$419 (average tax relief per family
with AGI below 200 % of poverty)*

* Average annual child care costs in 1995 range from $4,000 - $10,00¢ for full-time carc for onc child.



OPTIONS FOR CHILD CARE INITIATIVE
L TAX SYSTEM. Options for investing in child care through the tax system include:

A. Child and Dependent Care Tax Credit. Modify the Child and Dependent Care Tax
Credit (CDCTC) by raising the top rate and moving the phase-out range. Presently, the CDCTC

phases down from a high of 30 percent at $10,000 or less of income to 20 percent at more than
$28,000 of income (a phase-out rate of one percentage point per $2,000 of income). The
recommended option would raise the top rate from 30 percent to 50 percent and move the phase-
out range from $10,000-$28,000 to $30,000-$59,000, indexed for inflation thereafter. Under this
option, the credit would phase out at a rate of one percentage point per $1,000 of income, from a
high of 50 percent at $30,000 or less of income to 20 percent at more than $59,000. The
Department of the Treasury estimates that this option would affect 3 million taxpayers (all with
adjusted gross incomes below $59,000), providing an average tax cut of $358 and eliminating tax
liability for most families with incomes below 200 percent of poverty and maximum allowable
child care expenses. This option would cost $5.2 billion over five years; less expensive options,

The chart below describes the effect of modifying the CDCTC as described above on various
hypothetical American families:

Post-Credit Income Post-Credit Income Change in Tax
Hypothetical Family Experiences Tax Liability Under Tax Liability Under Liability from
Current Law the Proposal Current Law

Single head of household with a
child under 13, whose income is
$20,000 and has $1,900 of child care -$927 . -$1,152 ' -$225
expenses

Single head of household with a
child under 13, whose income is
£25,000 and has $2,500 of child care $569 -$103 -8672

expenses

Married couple with two children

under 13, whose income is $35,000 )
and have $4,050 of child care $665 0 ’ -$665
expenses

Married couple with two children
under 13, whose income is $50,000
and have $4,050 of child care $2,915 $2,510 -$405

expenses
[Treasury Department Analysis; shown in 1999 dollars]




Pros:

. The CDCTC has not been adjusted for inflation since 1982. (Adjusting for inflation
would move the phase-out from the current $10,000 - $28,000 to $18,000 - $45,000 --
less than $30,000 to $59,000 described in the option.

’ The CDCTC assists parents with a range of income levels at low administrative costs.
Cons:
. The CDCTC is not well targeted to those with low incomes.

-- Under current law, about 1 percent of the CDCTC is received by families with incomes in
the bottom quintile. About 32 percent of the credit is received by families with incomes
in the top quintile.

-- Taxpayers who also claim the $500 child credit will not benefit from an increase in the
CDCTC unless their income is more than 130 to 160 percent of poverty, depending on
such variables as number of children and level of child care expenses.

. The IRS cannot easily verify child care expenditures. In 1988, about one-third of the
CDCTC amounts claimed were false or overstated. Compliance efforts since 1988 may
have reduced this error rate somewhat, but the IRS continues to have difficulty verifying
expenses.

Recommendation

This option will directly assist middle-class families with child care costs: over 3 million
families, all with incomes below $59,000, will benefit. The Treasury Department and OMB
think that if you decide to propose a tax bill this year, this expansion of the CDCTC should be
part of that package. The NEC supports this option. The DPC recommends that you propose
these adjustments to the CDCTC, at a cost of $5.2 billion over five years.

B. Tax Credits to Corporate Sector. Provide a tax credit to businesses that incur costs
related to providing child care services to their employees. Qualifying expenses could include
those a business incurs to build or expand a child care facility, operate an existing facility, train
child care workers, reserve slots at a child care facility for employees, or provide child care
resource and referral services to employees. In legislation proposed by Senator Kohl, the credit
covers 50 percent of qualified costs incurred, but cannot exceed $150,000 per year. Kohl’s
proposal, which is sunsetted after two years, is estimated by the Joint Committee on Taxation to
cost $2.6 billion over five years. The Treasury Department is working to adjust this option to
limit inefficient subsidies; Treasury predicts that the resulting proposal will be less costly.

Pros:
. The proposal could increase the availability of child care services by giving businesses an
incentive to provide those services to employees.
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. The proposal addresses concerns about the quality of child care by providing the credit
only for expenses incurred in licensed child care facilities.

Cons:

. This credit is costly relative to the number of additional child care slots created.

. This proposal may give businesses a tax credit for expenses they would have otherwise
incurred -- and deducted or depreciated -- in the absence of the credit. (The Treasury
Department is working to adjust the option to limit substitution.)

. This proposed credit is likely to disproportionately benefit middle- and hlgher- wage
workers.

) A tax credit for employers will not benefit the nearly 30 percent of the labor force whose
employers are non-taxable (e.g., governments and non-profit organizations).

Recommendation

‘Secretary Rubin has met with Senator Koh! and recommends that you seriously consider
including this option in any tax bill you propose this year if Treasury can adjust it to limit
subsidization of existing activity. The rest of your advisors generally agree {with NEC most
stressing the need for safeguards against inefficient subsidization), though all think that
adjustment of the Child and Dependent Care Tax Credit should be a higher priority because that
credit better helps low- and middle-income families afford child care. The DPC recommends
that you support a new tax credit to businesses with effective safeguards against
subsidizing existing activity, in the range of $1 to $2 billion over five years.

IL. ANT. Increase federal
1nvestment in the Chxld Care and Development Block Grant (CCDBG) to enable states to
provide child care subsidies to additional low-income working families with children under age
13. According to HHS estimates, for every $100 million of annual additional federal investment
in CCDBG matching funds, at least 35,000 more children from families with incomes below 200
percent of poverty will receive subsidized child care.

Pros:

. CCDBG provides significant relief to low-income working families for child care costs.
Annual subsidies averaged nearly $3,300 in FY 1995. Average annual child care costs
range from $4,000 - $10,000 for full-time care for one child.

. States currently target their CCDBG dollars to the lowest-income working families who

are making the transition from welfare to work; additional resources will enable states to
reach working families with slightly higher incomes.

-- Early data from HHS demonstrate that states have obligated nearly all of their FY 1997
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CCDBG dollars. Although states are allowed to subsidize child caré costs for families
below 85 percent of state median income (roughly 200 percent of the federal poverty
level), the majority of states serve only families with incomes below 130 percent of
poverty.

. Increasing federal investment in the block grant leaves states with flexibility to use the
funds for the particular child care needs of their low-income populations.

. Governors strongly favor this option.
Cons: :
. The federal government has little control over a state’s use of this money, including the

state’s decision about which families to cover (assuming the families are below the
statutory limit of 85 percent of state median income).

Recommendation

Many of your advisors -- Secretary Shalala, the Treasury Department, DPC, and CEA in
particular -- believe that making child care affordable for low-income working families should be
the highest priority of any child care initiative -- and that subsidies are the most effective
mechanism to accomplish this goal. They note that subsidies from the block grant provide a
generous amount of assistance and go to the lowest-income families. During the policy
development process, your advisors considered whether to condition increases in the block grant
on quality improvements. Most of your advisors, however, came to the conclusion that doing so
would provoke broad bipartisan opposition among Governors and Members of Congress. The
DPC will continue to explore whether there are feasible ways of using new investment in the
block grant to encourage quality improvements. The DPC recommends that you propose an
increase in federal investment in the CCDBG of $4 billion over five years, which will
provide subsidies for approximately 280,000 additional children of low-income families.

III. QUALITY/EARLY LEARNING. Options for increasing federal investment in child

care quality and early leamning include:

A. Standards Enforcement. Establish a fund for states to improve licensing systems and
enforce state child care health and safety standards. Activities supported would include
providing additional staff and resources to license child care settings and increasing unannounced
inspections of child care centers and family day care homes.

Pros:
. Child care experts report that almost all states under-enforce child care standards.
. Research and experience in the military child care program indicate that diligent
- enforcement of standards -- particularly frequent unannounced inspections -- improves
quality dramatically.



Cons:

. In some states, funding will go to enforce weak standards.
B. ildho eV ment and i
1. Early Learning Fund Increase federal investment in activities to improve early

childhood education and the quality and safety of child care for young children (ages 0-5). The
program would have three goals: (1) to improve early learning and development for our youngest
children; (2) to ensure health and safety in child care; and (3) to increase parental involvement.
In order to accomplish these goals, funds could be used for the following activities: (1) providing
basic training to child care providers (including first aid and CPR, and training in child
development); (2) creating and supporting family day care networks (e.g., connecting individual
child care providers to centers for education and support); (3) assisting providers in meeting
accreditation and licensing requirements; (4) linking child care providers with health
professionals; (5) reducing. group sizes and child-to-staff ratios; and (6) providing home visits,
parent education, and consumer education about child care. This program would provide
challenge grants to communities (e.g., counties or local public-private partnerships) to support
child care providers and programs. It is similar to North Carolina’s Smart Start program and
Senator Kerry’s current legislative proposal.

Pros:

. The fund targets infants and toddlers, whose health and safety are most at risk in child
care today.

. The Administration has made a strong commitment to promoting early childhood
development and learning, which help ensure school-readiness.

Cons:

. With limited resources, additional investments in quality may take money from -
investments to make child care more affordable.

. Existing programs and proposals serve some of the same purposes as the Early Learning
Fund. ‘

. It is unclear whether this fund, as presently conceived, has sufficiently clear and

measurable goals.

2. Early Head Start. Increase the Early Head Start (children 0-3) set-aside (5 percent
under current law), while increasing overall funding in Head Start to ensure that raising the set-
aside does not reduce the resources available for children 3-5. One option would be to double
the set-aside to enable more than 35,000 additional children to receive Early Head Start services
in 2002, at a cost of approximately $500 million over five years.



C. Child Care Provider Training. Increase federal investment in the training of child care

providers. Options include:

are Provider Scholarshj, . Establish (as you announced at the White
House Conference on Child Care), the Child Care Provider Scholarship Fund to enable states to
provide scholarship funds to students working toward a child care credential. Eligible child care
workers must commit to remaining in the field for at least one year for each year of assistance
received and will earn increased compensation or bonuses when they complete their course work.
You announced an investment of $250 million over five years, which will support 50,000
scholarships per year. :

2. Child Care Apprenticeship Training Program. Expand the Child Care

Apprenticeship Program to fund the training of child care providers working toward a degree
equivalent to the Child Development Associate degree, with on-the-job observation and practice.
The Department of Labor has asked for a one-time increase of $10 million for FY 1999,

Pros:

. Child care experts agree that well-trained child care providers are critical to child care
quality.

. The apprenticeship program has shown positive results. In West Virginia alone, the

program led to 800 apprenticeships in the child care field.

Cons;

. The scholarship fund will not guarantee that the recipient will remain in the child care
field beyond the one-year commitment. However, results from the North Carolina
T.E.A.C.H. program (on which the fund is mod':eled) indicate that annual staff turnover is
only 10 percent for T.E.A.C.H. participants, as compared to 42 percent statewide.

D. Research and Evaluation. Establish a new fund to support data and research, a National
Center on Child Care Statistics, and a national child care hotline.

Pros: _

. There is very little solid data on many aspects of child care, including quality,
affordability, and parental choice. Funds for research and evaluation would be a
noncontroversial way of expanding our knowledge on chiid care.

. No federal funds currently go to child care data and research. Research is needed to assist
policy-makers and community leaders to better understand how to build the supply of
affordable, quality care.

Cons:

. Research will not directly increase the supply of child care or make it more affordable.
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All of your advisors agree with the proposals to establish a Standards Enforcement Fund and a
Research and Evaluation Fund. Your advisors also agree on the need to increase federal

investment in the training of child care workers (although OMB recommends only 2 $1 million
increase for the DOL apprenticeship program),

Your advisors disagree about the importance of the Early Learning Fund. OMB supports
resources for early learning, but not in the format of an Early Learning Fund because it is not
targeted to the poor and does not go through existing programs. OMB notes that we already
spend over $4 billion on early learning activities in Head Start and $50 to $60 million in America
Reads for Parents as First Teachers and HIPPY. OMB believes that these programs, as well as
WIC, may be more appropriate vehicles than a new program for conveying information to
parents and otherwise promoting early learning and development.

NEC and HHS argue equaily strongly in support of the Early Learning Fund -- and of significant
investment in this new program. NEC argues that a “signature” initiative focusing on early
learning and parents as first teachers builds on your and the First Lady’s longstanding
commitment (evidenced most recently at the White House Conferences) to foster learning in the -
earliest years. HHS notes the importance of directing resources to communities to make needed
quality improvements for infants and toddlers. HHS has recommended $4 billion over five years
for the Early Learning Fund; NEC has recommended $3.6 billion over five years. .

Your advisors also disagree about whether you should propose to increase Early Head Start as
part of the child care initiative. Many believe that this proposal would comport with your long-
standing commitment to early leamning for young children. HHS believes, however, that because
the Head Start Act is up for reauthorization next year, $uch a proposal might lead to trade-offs
within the Head Start program (i.e., Head Start vs. Early Head Start) and between Head Start and
other elements of your child care initiative. '

The DPC recommends that you propose the above package of initiatives at a cost of about
$3.5 billion over five years, breken down as follows:

Standards Enforcement $500 million over five years
Early Learning Fund Approx. 32 billion over five years
Early Head Start $500 million over four years (through FY 2002)
Child Care Provider Training
Scholarship Fund $250 million over five years
Apprenticeship Fund $10 million for FY 1999
Research and Evaluation $150 million over five years
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IV. SCHOOL-AGFE OPPORTUNITIES
A.  Expansion of the 21st Century Community Learning Center Program. Increase

investment in the 21st Century Community Learning program, which provides start-up funds to
school-community partnerships to establish or expand before- and after-school programs for
school-age children at public schools. Modify the program to increase community involvement,
target higher-need communities, and require an increasing local match to ensure that programs
become self-sustaining after receiving start-up funding

Pros:

. This expansion responds to the tremendous need for after-school programs. Estimates of
the number of “latch-key” children who are left unsupervised during non-school hours
range from 2 to 15 million. Research shows that children are more likely to engage in at-
risk behavior (e.g., crime, drug and alcohol use) during these unsupervised hours.

. The program increases the supply of after-school programs in a cost-effective manner by
using underutilized public school buildings and their existing resources, such as
computers, gymnasiums, and sports equipment.

. The program responds to demonstrated parental and educator demand for school-based
after-school programs. Many parents prefer school-based programs because they do not
require transportation from school, are more likely to provide enrichment activities that
build on the regular school program, and are overseen by school officials.

. The 21st Century Community Learning Center program has a proven record of support in
this Congress; it received $40 million for FY 1998.

Cons:

. It may be difficult to expand a relatively new program rapidly (although creating an
altogether new program at this level of funding would be even more difficult).

. Some community organizations may not support a primarily school-based initiative. This

program currently funds only activities located in public schools, even though good
programs also exist in community centers, museums, and other locations.

B. Coordination of Federal Efforts. Create a multi-agency task force to assist three to five

pilot cities, including the District of Columbia, to identify and make the best use of currently
available federal resources to provide comprehensive after-school programming. This
collaborative federal effort would work to improve access to and efficient use of federal funds,
and would provide the targeted communities with information from around the country on
promising and effective practices. This initiative is expected to lead to other federal multi-
agency collaborative efforts in other areas. (It has no cost for FY 1999.)
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Recommendation
The Vice President, the First Lady, and Departments of Justice, HHS, and Education believe that
your initiative must make a strong commitment to after-school programming, in part because this
issue affects both low- and middle-income families. The Department of Education has
recommended investing $1.7 billion over five years in this program -- $200 million in the first

. year, 3300 million in the second year, and $400 million in the last three years to reach up to 1
million children and thereby double the number of children currently served by school-based
after-school programs. The Vice President’s Office supports this funding level. OMB suggests
that a more gradual expansion of this new program would help ensure an effective use of funds.
The DPC recommends that your initiative propose a phased-in expansion of the 21st
Century Learning Center program, at a total cost of $500 million - $1 billion over five
years.

V.  STAY-AT-HOME PARENTS
A. The Family and Medical Leave Act (FMLA). FMLA currently covers emﬁioyees of

businesses with 50 or more employees. Options include: (1) expanding coverage to businesses
with 25 or more employees, either in one step or incrementally; or (2) extending the leave period

from 12 weeks (current law) to 24 weeks for parents with newborms. .
Pros:
. Lowering the employee threshold would cover 10 million additional employees,

increasing by 15 percent those employees covered by the Act.

. This proposal has no cost to the federal government.

Cons: -

. Lowering the threshold will provoke strong business opposition, and increasing the
length of leave may do so as well. The numbers of employers covered would double
from 330,000 to 690,000.

. Opening the FMLA may trigger further Congressional action on legislation we oppose --

e.g., comp time legislation.

. Because a small percentage of employees take the maximum amount of leave, expanding
the length of leave will help relatively few people. Based on 1994 survey data, about 10
to 20 percent of the estimated 8 million who take some leave for any allowable reason in
a year take the maximum leave of 12 weeks.

. These options will not help those people who cannot afford to take leave. According to

the Commission on Leave, 65 percent of those who would have liked to take leave to care
for their newbormn, foster, or adopted child could not do so for economic reasons.
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B. Paid parental leave coverage. Provide paid parental leave coverage for a limited amount
of time to working parents below a specified income level. For example, a new paid leave plan

could provide $200 a week for 6 weeks of paid leave to all new parents who have been in the
workforce either part-time or full-time for one year and whose family income is below $50,000,
at a cost of $1 billion per year. Leave would be administered through the unemployment
insurance system, but would be funded separately by the federal government. Employers not
currently covered by FMLA would not be required to allow their employees to take this leave.

Pros: ,
. Paid leave would allow more parents to spend time with their newborn babies, and many
parents are likely to take advantage of this new opportunity.

Conps: :

. There are small substitution effects. Two to three percent of all employees receive paid
family leave from their employers, though many of these employees would not meet the
income threshold for this benefit. In addition, many employees receive paid vacation
leave (roughly 90 percent) and paid sick leave (roughly 55 percent), and they do “bundle”
these benefits to take leave for the birth of a child.

. Under the program described above, parents who have not been in the workforce would
not receive any benefit.

. Businesses may oppose the plan because the cost of hiring and replacing employees will
increase as more people take leave.

. :

Some of your advisors, including the First Lady, urged‘us to consider policies to support new
parents who want to stay at home with their newborns, They argued that such policies offer
choice to parents and could help inoculate your child care initiative against conservative attack.
Most of your advisors concluded, however, that the available policies -- i.e., expanding the
FMLA and providing paid leave -- would have limited appeal to conservatives because they
primarily help mothers who intend to return to the workforce. Given the expense of paid leave,
your advisors also concluded that it is not the best use of limited resources. We are now looking
into the possibility of establishing a small evaluation or demonstration fund to support states
wishing to test innovative approaches in this area. The DPC recommends against propesing
paid leave at this time. The DPC and NEC will soon submit a separate decision
memorandum on FMLA options (which have no budgetary consequences), and the DPC
may submit a proposal for an evaluation or demonstration fund to assist stay-at-home
parents.
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Record Type: Record

To: Elena Kagan, Jennifer L. Klein, Neera Tanden

ce:
Subject: CDF APPLAUDS ADMINISTRATION'S CHILD CARE PROPOSAL

Date: 01/07/98 Time: 14:31
bCDF Applauds Administration's Child Care Proposal

To: National Desk

Contact: Sarah Howe of the Children’s Defense Fund, 202-662-3609

WASHINGTON, Jan. 7 /U.S. Newswire/ -- President Clinton's
announcement to provide $21.7 billion for child care for America's
families was greeted with applause by the Children’s Defense Fund
{(CDF) today.

**We are pleased that the president has made a solid downpayment
on meeting the child care needs of America's families,'' said CDF
President Marian Wright Edelman. " We look forward to working with
a bipartisan Congress to move from here and build on this proposal,
especially to provide more_safe and supportive options for the
ne:;rhly_fﬁfe million school-age children who are left home alone. We
are pleased the president’s proposal helps more low-income and
middle-income families afford care, and addresses the critical need
to improve the quality of child care for infants and toddlers."

Thirteen million children under six are in child care during the
day. According to a recent study much of the care we offer children
is inadequate, yet a full-day of child care costs an average of
$4,000 to $10,000 annually per child. These costs are beyond the
reach of many working parents with young children, half of whom
earn $35,000 or less a year.

The lack of high quality child care that is affordable for all
waorking families prevents children from entering school ready to
{earn, hinders their success in school, and limits the ability of
their parents to be productive workers. After-school care is
critical since juvenile crime peaks between the hours of 3 p.m. and
7 p.m., when school-age children are at greater risk of engaging in
activities that lead to problems like violence and teen pregnancy.

' *This country can make the investments in early childhood
education programs that help get children ready for school and
provide the programs that help keep them out of trouble at the end
of the school day,'” said Edelman.

Edelman urged Congressional leaders in both parties to make
child care one of the biggest priorities in the 1999 budget. She
also urged families, businesses, schools, and communities to join
together to expand and improve the quality of child care,
after-school, and summer options for children and youths to keep
them safe, out of trouble, and on track and help families pay for
child care so they can work and be independent,




Editor's Note: Call CDF's radio hotline at 800-883-5059 for a
soundbite on CDF's reaction to the president's child care proposal.
_0..
/U.S. Newswire 202-347-2770/
APNP-01-07-98 1439EST
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i . Office of the Governor
0 + State of Indiana
c/o 1001 G Streetl N.W., Suite 400-East
Washington, D.C. °20001
Tel. 202/628-3343
Fax 202/638-3516

vty Ml

Memorandum To: Elena Kagan
Deputy Assistant to the President for
Domestic Policy

From: Jeff Vichl
! Fedaral Liaiscn

Date:jJanua:y 8, 19%8
!
Subject: Child Care/Early Learning Initiatives
cc:” Fred DuVal
Bmily Bromberg

Thanks’for the conference call briefing and one-page
summary you!provided governors’ representatives vyesterday on
the Administration‘s new child care and early learning
initiatives. It was very helpful to receive this
information in a timely manner.

I have enclosed for your information some -background
materials on initiatives Goyernor O’Bannon has undertaken in
Indiana to promote programsjsimilar tc some of the
President’s proposals. Specifically, I have included
information on the Indiara Child Care Fund (public/private
partnership for improving the quality of child care in
Indiana), T.E.A.C.H. Early Childhood(to provide echolarships
and continuing educatipn for child care providers} and Safe
Haven Schools (before- 'and after-school grants to improve
educational achievement and combat violence and substance
abuse. .

N

‘As you work to achieve implementation of the
President’s federal initiatives, I uﬁge that *you keep in
mind programs already underway at thé state level that may

' complement and strengthen!your efforts.
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OFFICE OF THE GOVERNOR
INDIANAFPOLIS, INDIANA 46204-2797

FRANK O'BANNON
GOVERNOR

Forrelease after 9:30 a.m. Tuesday, December 2, 1997
O’Bannon unveils new fund to make
child care better, more available

Child care that’s better and more available. That’s the goal of a

new public-private partnership announced today by Governor Frank
O'Bannon.

- “More than 60 percent of Hoosier families regularly have children
in day care,” O’Bannon said. “For the sake of those children, and their
families, and all the rest of us, too, accessible, affordable, high-quality
child care is essential.” '

That’s why the Governor joined with corporate chieftains from
throughout the state to unveil the Indiana Child Care Fund. They
spoke at the Children’s Museum of Indianapolis.

. L

“Each contribution is an investment in our children’s future and
in our state’s future,” O’Bannon explained. Recent research, he
pointed out, shows that most of the growth and “wiring connetions”
in the brain occur, during the first three years of life, apd can be
enhanced by basic actlons such as holding, reading to, and maklng eye
contact with a child,

Ag soon as next February, the Indiana Child Care Fund will
distribyte child care “tool kits.” These information packets will help
community planners outline how family-friendly efforts including child
care support can make a business more productive. They will also
guide businesses—both larde and small—to resources for establishing
their own programs, all to increase both the quality and availabllity of

%

child care throughout Indiana.

wk.,
H

e Y5
. Coming later, will be an early childhood project called ‘CEACH
(Teacher Education and Compensation Helps), an initiative to irnprove
the caliber of
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child care by providing scholarship opportunities for those who
wotk in a |

variety of child care settings. Organizers hope TEACH will also
increase the

! . -more-

pa“'y and reduce turnover among child care workers.

" The corporate members of the new partnership will sponsor the
“tool kits” and get TEACH rolling. Earlier this year the state channeled
$3 million in grants.to community efforts to expand child care.

Judy O'Bannon, Indiana’s First Lady,.and Charlene Lugar, wife of
U.S. Senator Richard Lugar, are honorary co-chairs of the Indiana Child
Care Fund., Joining in today's announcement were the following
leaders from business, health care, higher education, and philanthropic
organizations:

Doug Bakken and Kenneth Gladish, Indiana Donors Alliance;
Meredith Carter, Ivy Tech State College; -
Martha Lamkin, USA Group;
Brenda 8. Pitts, Cummins Engine Company;
James Rogers, Cinergy/PSI Foundation;
Carol Rolland, Lincoln National Insurance;
Lorene Sal_‘sbetry, The Dekko Foundation;
Evan W. 8}§ger, Iil, Ice Miller Donadio & Ryan;
Peter V. Sterling, Children's Museum;
Randall L. Tobias, Eli Lilly and Company; and
» Doctor John Williams, Wishard Health Services.
. Steven Hilbert, Conseco Corporation, was unable to attend.

“Each of these leaders understands that there is nec more
important resource in Indiana than our children,” Gevernor O'Bannon
said.

“There is no single ‘right’ way to balance the needs of work and
family,” added Randall Tobias of Eli Lilly. “The only way to tackle an
issue as complex, gfg sensitive, and critical as child care is to pool the
resources and the brain power of the entire commuuity.”

Doctor John Williams of Wishard Ho‘spital said, “We see today’s
announcement as a logical extension of what we are doing at Wishard,
and are indeed very proud to offer our expertise to child care providers,
pareats, and, more importantly, to the children themselves.”

!

{

i
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“We want to be the employer of choice,” James Rogers of
Cinergy/PS! explained. “We want to create a nurturing environment
where employees can do their best — displaying greater commitment

and motivation, and producing better quality work with less stress and
turnover.” '

For details: Phil Bremen or Steve Campbell, 317-232-4578

P

. K
: o
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CHIL,DREN, IND I ANA,

It's important that we preserve our child care providers is over 40%. There
wetlands and protect our peregrine is an urgent need for higher quality
falcons. But ironically, we often overlook care for infants and toddlers - 3 group
safeguarding our own next generation. that is particularly vulnerable to poor
And while any natural resource is quality care.

important, there is none more imponant
. than the very lives entrusted to our care. Child care is an issue for businesses as
The lives of Indiana’s children. Their well. High quality child care allows
parents know it. And for the 60% of parents to be able to focus on their
Hoosier households with parents working work: Unplanned absence and turnover
outside the home, accessible, affordable are reduced, and employees are more
quality child care is the single issue effective when assured that their children
responsible for more anguish than are in a healthy and safe environment.
national defense, the economy and the
environment combined. Research studies telf us that high quality
child care is nurturing to children. It
The lfey indicators of child care quality  can positively shape the way they think,
are clear: a caregiver who knows about learn and behave for the rest of their

children - how they learn, how they lives. But there is also chilling evidence
develop, how to keep them safe. A of the impact of poor quality child care
caregiver the child can come to know on our children’s safety and development.

and depend on.

We want to improve the quality and
Yet, the reality is that over 70% of our availability of child care in Indiana.
children’s caregivers have no formal Join us to help protect Indiana’s most
education in child t‘ilevelopment. And in  precious natural resource - our children.
Indiana, the average;;rearly turnover of ' ‘
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The Indiana Child Care Fund

A group of Indiana leaders came together
in 1995 to form a unique public/private
pantnership to address the critical issues
of quality child care for our state's
working families.

The fact that these leaders have come
together at this time to focus on this
issuef!s unprecedented. This partnership
unite; business, government, health,
education, community networks,
foundations and legal‘E.omrnunities in
an effort to respond to the child care
issues that face loca! communities.

Indiana have identified the lack of
available, accessible and affordable high
quality child care as the most crucial
issue families face today. Parents’ greatest
concern, as they attemnpt to balance
family and work, is the uncertainty of
knowing whether their young child is in
a healthy and safe environment.

The purpose of the Indiana Child Care
Fund is to turn contributions into
investments in the future of child care
in Indiana. Qur focus is on improving
the quality of care and leadership in

Through a three year needs assessment

process, communities throughout
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INDIANA
CHILD
CARE T.E.A.C.H.
FUND '
| Early Childhood Project
Purpose i

! .
* To provide educational scholarship opportunities, for people working in licensed
child care centers and family child care homes;

¢ To increase the knowledge base of early childhood professionals working with
+ young children, thus improving the care these children receive;

e To encourage child care programs to support the continuing education of their staff;
* To provide increased compensation that is directly related to increased education;

» To reduce staff turnover by supporting the above goals while also requiring from
participants a one year commitment to child care afier their scholarship year;

\ e To provide a seciﬁenlial professional development path for teachers, directors and
k family child care home providers currently in the field; and

¢ To create a model of partnership for improving the quality of care that children in
child care programs in Indiana receive.

’

‘e . fThe T.E.A.C.H, Early Childhood (Teacher Education And Compensation Helps)
Project provides, scholarships for early childhood professionals, who work full time,
to return to school part time as they work towards a Child Care Credential, a Child
Development Associate (CDA), an Associate or Bachelor Degree in Early
Childhood Educauon or to become an Early Childhood Model/Mentor Teacher;

1

» Each scholarship recipient receives a certain amount of money 10 help with the costs

of college wition, books, and travel; on some prograrns recipients also receive paid
]
release time.

 Scholarships are based on the principle of partnership with the participant, the
sponsoring child care program and the T.E.A.C.H. Early Childhood Project all
sharing in the cost.

"

v 3
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Commitment

 Participants make a commitment to remain their sponsoring child care center or
home for at least 6 months to a year beyond the contract period.

Compensation

» All participants receive a salary increase through either a raise or bonus after
completing a certain amount of course work following the contract period.
L]
k]
H

Successes of the T.E,A.C.H. Mode|

¢ In North Carolina, over 2,390 teachers, dlrcetors and family child care providers
.have completed a Child Care Credential on a'T.E.A.C.H. Early Childhood
.Scholarship.

A study of a group of teachers on the Early Childhood Associate Degree
Scholarship Program indicated gains in scores that measure a teacher’s
understanding of appropriate practice with young children and in the quality of their
classrooms.

e A

Wl

PRaB- 014
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INDIANA’S “SAFE HAVEN SCHOOLS” PROGRAM

Need: Many parents have to be at work before classes begin or after school lets out each
day. Too often there is no place for their kids to go where that time can be spent safely
and productively. Too often students with nothing to do turn to drugs and crime.
National studies tell us that juvenile crime is at its peak between 2 o’clock in the
afternoon and 7 o’clock in the evening - the idle time after school when too many kids are
roving the streets.

We need to provide alternatives to that life on the streets; alternatives which offer kidls
opportunities to leam and grow in healthy environments. Each child is entitled to a safe,
positive environment; a chance to grow to the fullest extent of the child’s ability; and! the
opportunity and encouragement for each child to be an important and successful
participant in our schools.

By making more use of the school building beyond normal class hours, we can creat: a
safe alternative for students, and at the same time help parents become more involved
with their children in the school setting.

Record: IE

Governor Frank O’Baanon and Lt. Governor Joe Kernan fought to include $6 million for
the Safe Haven Schools program in their biennial budget, The Safe Haven program
enables participating schools all around Indiana to stay open Jonger hours, preferably
7:00 am. t0 9:00 p.m. The extended hours programs feature efforts to reduce violent
behavior and drug and alcohol abuse, and to improve academic performance.

Since September, 28 schools in 18 counties have developed safe haven programs making
extended hours programs available to over 220,000 Hoosier students. These schools have
taken the $3 per student awards and fashioned innovative programs to help students
combat drugs and improve academic performance. : :

- '
Another 288 schools with over 770,000 students have applied for $1.32 million in grants
{or programs to commence in the future.

H
}
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. For immediate release Tuesday, October 7, 1997

O'Bapnon unveils Safe Haven school grants
13,Pike Township, Fort Wayne, Gary

Governor Frank O'Bannon today visited schools in Indianapelis, Fort
Wayne, and Gary to afnounce the first Safe Haven grants, deeigned to
help school aystems brovide secure, supervised constructive
surroundings for children before and after the normal class day.
O'Bannon went to: ‘

I A+

Guion Creek Middfé School, Pike Township, Indianapolis, which

offers the respect-building "Boys 1I Men" program until 9 p.m. each
Friday. It will use the new funding to add a similar program for ’
girls till 9 p.m. each Tuesday, and offer supervised before-school :
study time at 7 a.m. each school day;

Weigser Park Elementary School, Fort Wayne, whoase grant will be
channeled into tuteoring, arts, and recreation_for neighborhood youth
as well as its own students from all over the city_in conjunction with
a new teen center being built pext door (7 a.m.-6 p.m.}; and

YT
Rocsevelt High Béhooi in Gary, which will ugse its Safe Haven dollars
for an entrepreneurship program after school and during the following
summer. It should help students learn about community needs, set goals,
work 'tegether, and déyelop useful work habits as student teams design
and create school-based businesses or socially-responsible communicy
projects. The school alse hopes to use some of the funds to train
students in the law, preparing them_among other things_to sit on a peer
court to sit in judgment on the minor misconduct of fellow students.

Safe Haven grants are being awarded so far to nearly two dozen school
corporations in a total of 18 counties, with more to come. During
their additicnal hoirs, participating schools will offer programs to
! ateer youngsters awdy from violent behavior and drug and aleohol
‘ abuse, and toward greater academic Euccess. Safe Haven i»o
adminiatered by the Indiana Criminal Justice Institute.

Y r
i

'‘more- e .
Fii
,4‘4'- 1,
"The state has given tlocal school systems a chance to Pinpoint their
needs and design their own responses,” Governor O'Bannon said. "Wwith
the limited funda available at the outset of this program, schools all
over Indiana have come up with a variety of creative plans to

kafeguard and nurture their students outside the normal class day."

The Indiana General Assembly hae budgeted $6 million for Safe Haven
during this school year and the next. Each school is required to

match 20 percent of the state contribution. The first wave of grante
aparded by the Criminal Juatice Institute is for more than $500,000.

i
Here are some of the other programs approved gso far.
_ .

!
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.Allen County: Washington-Study Elementary School, Fort Wayne,

.

ekpanding the current after-school hours £rom 4:30 till 7:30 p.m. with
programs including tutoring, conflict mediation, and martial arts.

. T
Floyd County: Lafayeéce Elementary School, Floyds Knobs, remaining

open till 6 p.m. each school day for innovative, learning-enrichment
child care. Open to St. Mary's of the Knobs Elementary students as
well. Limited to the firet 100 studenta who apply.

Marion County:

Perry Township: Winchester Village Elementary School, adding
parental-inveolvement activities and expanding the current before- and
after-school child care to enrich learning and build self-esteem;

Speedway: Wheeler Elementary School, with transportation provided
from Speedway's other three elementary schools. Homework assistance,
guidance in conflict resolution and problem solving, and activities
including parents. Public funding supplemented by fees on a sliding
scale. A¥ o

warren Township: Eastridge Elementary School, opening 6€-9 p.m.
Monday-Wedneaday with classes for students and parents; Grassy Creek
Elementary School, outreach to at-risk students and their families;
Renaiesance School, initiating classes between 2:30 and 5:4% p.m.
daily, emphasizing basic academie pkills, life skills, and
schoolsto-work transition. For students in grades 6-12.

L ]
Hashington Township: Fox Hill, Greenbriar, Harcourt, Nora, and Spring
Mill elementary schoolp, all adding a half day of child care to the
current half day of kindergarten for at-riek pupils, emphasizing
conflict resolution and self-esteem building.

-more- :

Monroe County: Clear Creek, Fairview, Highland Park, Templeton, and
Univensity elementary schools in Bloomington, providing
decision-making and social-skills programs for at-risk youngsters
within the current extended day (6:45 a.m.-§ p.m.).

Porter County: All eidht elementary schools of the Valparaiso
Community Schoaolas, providing “"safe haven scholarships* for children of
families who cannot afford the after-school programs already in place.
Till 6:30 p.m. each school day.

St. Joseph County:

South Bend: Coquillard, Darden, Harrison, Jefferscn, Menroe, and
Muessel elementary schoole, each opening before classes (6:30-8:05
a.m.) to provide homework and studying assistance to 30 low-income
atudents. Pregram includes free bus tranoportation to their home
schools. (Harrison will alac teach academic, athletic, and social
skills after achool Monday-Thursday.)

South Bend: Jefferson School, expanding from two to four days each
week ite after-school remsdiation and activity programs (2:30«3:45
p.m.}). For qrades 3-6.

Vanderburgh County:
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Evansville: Washington Middle School, expanding the current
after-school hours from 6 p.m. to 8 p.m. two days a week. Programs

1wi¥l help students vesist unwholesome peer preasure and offer
'mini-courses to promote educational progress.

1Evansville: Perry Heights Middle School, giving students supervised
‘after-school access to computers and video equipment te gain technical
proficiency and work creatively and cooperatively.

Evansville: Thompkins Middle School, offering a. variety of skills and
activities (from art to congumer science to weight training) between
2:45 and 5 p.m., two aftermoons each week, in four, five-week cycles.

Vigo County: Deming Elementary School, Terre Haute, remaining open
till 5 p.m. each school day. Offerings will include reading and
computer literacy, anti-violence behavior management, and drug-abuse
prevention training.

For details: Phil Bremen or Steve Campbell, 317-232-457é

Pa12-614
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SAFE HAVEN/SCHOOL § AWARDS - 1ST DRAW 10/7/97
TOTAL
1 NUMBER OF AMOUNT AWARDED PER|
COUNTY/SCHOOL SYSTEM STUDENTS | AWARDED |CKOOL SYSTEM
ALLEN CO .
L Wayne Comm Schoo! i $64,771.00
"!' Washington Smdy Elem Sch $16,000.00
5 Wesser Park/Young Elem Schs $43,771.00
CLARK CO ¢
choot * 9879 $31,345.00
Maple Elem Sch $7.645.00
Parkview Middlc Sch $23,700.00
) -
DEARBORNCO !’ :
'omm School 3126 $3,744.00
Mooreshill Elem .
[ __— T
DUBOIS CO
Dubois 1033 $3,099.00 $3,099.00
ELKHARTCO
Elkhart Comm §ghggl§ . 12454 $36.,000.00 $36,000.00
Mary Beck 5
Hathomn
“Beardsley
Roogevelt
Monger
FLOYD CO |
[New Albany-Flovg Co Cons Seh 11503 $42,622.00
New Albany-Floyd Co Sgfe Schs $42,622.00
- i
KOSCIUSKO CO - ~ $17,334.00
aw Comm Sch 6323 $17,334.00
Laksview Middle School
LAKE CQ $65.037.00
ch 21679 $65,037.00
Raesevelt High School
MARION CO
WhS 11831 $27300.00 | $27,300.00
Winchester Village Elem
MSD Pike Twnsho | 7595 $12,755.20 | $12,755.20
Guion Middlecreck Middle Sch
D Waghi ] 10093 $30,000.00 |  $30,000.00
Fox Hill Elem]
Greenbriar Elem
Harcount Elem
! Nors Flem |
S[prinmill Elem
School Toun g_gm 1522 $4,566.00 $4,566.00
{MONROE CO
Mo Sch C 10558 $31,665.00 |  $31.665.00

ND.338 PB13-014
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MONTGOMERY €O _

outh Mont

2032

$1,600.00

$1,600.00

PORTERCO
Vi i chools
Central School Elem

6009

§16.000.00

$16,000.00

Cooks Comer Elem

Flint Lake Elem

Hayes Leonard Elem

Memeorial Elem

Northview Elem

Parkview Elem

TJ.E. Elem

—
PUTNAM CO

hools

2127

$2.000.00

$2,000.00

Tzouanakis Inermediate School

¢

ST JOSEFH CO

ig-Madison

9508

$18,360.00

Byrkit Interlocal Sch

$6,360.00

Schmucker Middle Sch

$12,000.00

S Bepd Comm Sch. Corp

20951

$62,853.00

$52.853.00

[Harrizson:Elem

Jeffersen |

S BenD Sch Co ¢ Schools

$22,000.00

$22,000.00

S Bend Comm Sch Corp Day Care

¥

SULLIVAN CO

Southwest

2051

Corlisle Elem/Jr High Sch

$7,500.00

$7,500.00

SWITZERLAND CO.

choot

1622

$4,000.00

$4,000.00

Jefferson-Cruig Elem

YANDERBURGH CO

v il]e-Vanderh

23763

$30,000.00

Evanqville-Vanderburph Sch Corp
Perry Heighu' Middle Sch

$10,000.00

Thompkins Middle Sch

$10,600.00

Washington Middle Sch

$10,000.00

L_ s,

V1GO CO >

16913

Vige Co Safe Schoois

$25,000.00

$25,000.00

TOTALS: ]

224296

§559,551.20

$555,807.20

NO.338 PB14-814
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American Federation of State, County and Municipal Employees, AFL-CIO
1625 L Street, N.W.,, Washington, D.C. 20036-5687
Telephone (202) 429-1000
Telex 89-2376
Facsimile (202) 429-1293

9.
TDD (202) 659-0446 December 11, 1997

Gerald W. McEntee
President

William Lucy
Secretary-Treasurer

Vice Presidents

Ronald C, Alexander
Columbus, Ohio

Dominic ). Badolato
New Britain, Conn,

Henry L. Bayer
Chicago, Ill.

Peter ). Benner
St. Paul, Minn.

George Boncoragiio
ew York, N.Y,

Gloria C, Cobbin
Delroit, Mich,

W. Faye Cole
Houston, Texas

Jan Corderman
Des Moines, lowa

Bruno Dellana

Pittsburgh, Pa.

Albert A, Dio,
New York, N.Y.

Danny Donohue
Albany, N.Y.

Chris Dugovich
Everet!, Wash.

William T. Endsley
Columbus, Obio

Stephan R. Fantauzzo
Indianapolis, Ind.

Anthony M. Gingello
Rochester, N.Y.

Stanley W. Hill
New York, N.Y.

Carolyn |. Holmes
Williamstown, N.J.

Whitney L. Jackson
Derry, N.H.

Edward ]. Keller
Harrisburg Pa.

Roberta Lynch
Chicago, i1l

Glenard 5. Middleton, Sr.
Baltimore, Md.

Michael D. Murphy
Madison, Wis.

Henry Nicholas
Philadelphia, Pa.

Russeli K. Okata
Honolulu, Hawaii

George E. Popyack
elmont Calif,

Joseph P. Rugola
Columbus, Ohio

Kathy |. Sackman
Pomona, Calif.

Mary E. Sullivan
Albany, N.Y.

Flora Walker
Lansing, Mich.

Garland W. Webb
Baton Rouge, La.

Jeanette D. Wynn
Quincy, Fla.

—pr

The Honorable Franklin D. Raines
Director

Office of Management and Budget
Old Executive Office Building

t 7th and Pennsylvania Avenue, NW
Washington, DC 20503

Dear Mr. Raines:

The American Federation of State, County and Municipal Employees, AFL-CIO
(AFSCME) has been a long-standing advocate for quality, affordable child care and fair
compensation for child care employees. The recent White House conference did an excellent job
of highlighting innovative programs which some local communities have implemented, as well as
articulating the urgent needs which continue to exist.

Today, we are well aware of the critical importance of early childhood care to brain
development; we’ve seen first-hand the devastating impact of juvenile crime in communities
where after-school programs are inadequate; and we know that low-income mothers will only be
able to sustain their independence when quality child care is available and affordable. We,
therefore, strongly urge the President to introduce a child care package which contains sufficient
resources to0 make real change for working families. Such an effort must improve the quality of
child care, especially for infants and toddlers; 2) help more families pay for child care; 3) expand
and improve after-school options for children and youth; and 4) raise compensation for child care
employees. While some child care advocates are calling for an infusion of $20 biilion over five
years, we believe that amount is the minimum that must be set aside for child care improvements.

As the White House conference eloquently demonstrated, child care experts know what is
wrong with the current child care system, and they know how to fix it. But our nation’s child care
system is strapped for money from every angle -- centers which can barely balance their books;
employees who work at a fraction of their worth; parents who go without other essentials to pay
tuition; and state licensing agencies which have too few inspectors to check on life-and-death

safety hazards.

We can and must do better for our children, and we will do better if the resources are
available to move forward. | hope AFSCME can work with you on a child care initiative we can
all be proud of.

Sipcerely,
ha

L,
Bl £ RS

7 Gerald W. McEntee
International President

im the public service
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Congress of the United States

THashington, BE 20510

December 9, 1997

Mr. Franklin Raines, Director
Office of Management and Budget
1600 Pennsylvania Ave., NW
Washington, DC 20500

Dear Frank:

We would 1lide to follow up our productive meeting with you '
by restating that we strongly encourage the Administration tec be
bold in its FY29 budget request for early childhood development.

We must make our youngest children our top priority by including
sufficient funding in the Administration's FY¥99 budget request to
implement the provisions of the bipartisan Kerry-Bond Early
Childhood Development bill.

As you know, families are having a tougher time giving young
children the stimulation they need. Mothers and fathers are not
always home; more than half of the mothers of children under age
three work outside the home. And those parents who work cannot
always afford quality child care. These problems are even
greater for the one in four children who live in poverty.

To address: bhese problems, we are; asking the Administration
to budget at 1east eary -- for a total of $10
billion over e next five years -- in new funds for e: early

cHiIdhood dgvelopment. The $2 billion should “include 3250

miTlion for communities £o build on sugcessful local effoxts for
young children,| $1.5 billion to exgggg_ggéllgz_ghild_gaxg++ggd
$250 million totexpand the Early Head Start program.

In last year's budget request, the Administration asked for
510 billion over five years in additional money for children's
health. The President can build on this success and establish a
real legacy for children by requesting the same amount for the
equally pressing problem of early childhood development.

As leaders in the Senate and House, we look forward to
working with youwto provide essential, support to our ycungest
children and their families so we can ensure that all children
begin scheool ready to learn. -

/// Sincerely,
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MEMORANDUM FOR THE PRESIDENT AND THE FIRST LADY

WASHINGTON, D.C. 20201

THiﬁj@TARV OF HEALTH AND HUMAN SERVICES

NOV 18 |997

Oon the morning of the first-ever White House Conference on Child
Care, you reminded the Nation that no parent should ever have to
choose between work and family or between earning a decent wage
and caring for a child. The growing number of women with
children in the labor force is one of the biggest social changes
of the 20th century; coming to terms with that change is one of
our biggest challenges of the 21st century. As Secretary Rubin
pointed out at the Child Care Conference, our new economy cannot
continue into the 2ist century unless we as a Nation can ensure
safe and affordable child care. As we know from both the common
sense experience of parents and a range of emerging research, our
children cannot grow and thrive unless those child care settings
protect their health and safety and provide an environment in
which they can learn.

Together, you have lead an extraordinary national dialogue on
child care. Over the past five years your Administration has
taken important steps to increase funding for child care,
particularly for families transitioning from welfare to work.
Yet, as your White House Conference demonstrated, we still have a
long way to go.

We need a bold new 21st Century Child Care Initiative to draw on
the energy the Child Care Conference unleashed from all

Americans -- federal, state and local leaders; employers; the
faith community; child care providers; and families themselves,
both rich and poor. This initiative must build on what we know
about what children need to be safe and healthy, about what works
in communities, and about what parents and employers need to
assure a strong and effective labor force.

We cannot settle for addressing just one of these needs or just
one part of the problem, because the stakes are too high for us
as a Nation. We cannot meet the 21st century challenge of a
thriving economy and growing children if we settle only for
making child care more affordable for struggling families while
leaving children's safety at risk -- or if we settle only for
improving some children's care while leaving the cost of child -
care out of range for far too many working families. A piecemeal
approach will undercut both our short-run and long-run success by
failing to respond to the deeply felt needs of parents; by
playing different families off against each other, rather than
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building a shared commitment to America's future; and by failing
to provide the real leadership that communities, states,
employers, and families need to move forward.

Let me say more about what we know now about each of these needs:

Across the country we hear from working families that they are
struggling to afford safe care for their children. Low-income
working families are spending on average a quarter of their
income on child care. Although some 10 million children from
working families are eligible for direct child care assistance,
federal subsidies serve a little more than one million children.
The Dependent Care Tax Credit reaches only a fraction of these
families since it is not refundable and provides only minimal
support. Your new plan must address these hardworking, low-
income families. They get up each day, work hard and play by the
rules and yet still cannot afford quality health care or child
care.

The children of these working parents too often spend their days
in settings that do not promote healthy child development and may
even compromise their safety. With millions of infants and
toddlers now in care, children can spend years in poor care
before they enter school, directly affecting school readiness.
The recent National Institute of Child Health and Human
Development study clearly demonstrated that high quality care for
very young children is consistently related to high levels of
cognitive and language development.

Once children enter school, we do not take advantage of the
valuable learning time after schoeol and throughout the summer
months. Learning does not stop at 3:00 p.m., and it is certainly
not seasonal. We no longer need our children to tend our fields
during the summer. Furthermore, numerous studies now indicate
that the lack of care and attention put our youth at risk for
greater alcohol, tobacco, drug use, teen pregnancy, and
involvement in crime.

Despite these needs, very few communities have resources to
create solutions to the quality, affordability, and availability
issues that you outlined at the White House Conference. The vast
majority of assistance goes directly to parents to pay for care.
A very small amount, about four percent of direct subsidy, goes
to quality activities, which are usually planned at the state
level. Some communities, like those that Governor Hunt described
in North Carcolina, are combining a variety of resources to
stimulate innovation and capitalize on the commitment of their
neighborhood schools, employers, and parents. As you pointed out
at the Conference, we need to take the models that are working in
one community and give other communities an opportunity to adapt
them to meet their specific needs.
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Given what we know about child care both from emerging research
and from what parents have told us, I have recommended to OMB and

White House Staff a series of investments to seriously address
the health, safety, and developmental needs of our youngest
children and our school-age children, for whom care is most often
of poor quality and in short supply.

In your State of the Union address and fiscal year 1999 budget
submission, I strongly urge you to put forward a comprehensive
plan that would include six critical child care investment
strategies to help families and communities.

For families:

o Increase the number of children from low-income working

families that receive child care assistance by 250,000 in
1999 by expanding direct assistance by 700 million dollars.
This would be an important first step toward the goal of
doubling the number of children now receiving direct child
care assistance.

Reach millions of working families by modifying the
Dependent Care Tax Credit (DCTC) in two ways, making it
refundable and expanding the credit to provide greater
assistance to low-income working families. At a minimum we
should update the DCTC; it has not been indexed for
inflation since 1982. The time for change in this critical
family support is long overdue.

For communities:

o

Enable up to 1,000 communities to craft innovative solutions
to protect the health and safety of infants and toddlers in
care. This will demonstrate your commitment to school
readiness in 1999, the tenth anniversary of the education
goals. Investment: 800 million dollars.

Enable up to 500 communities to find local solutions to
school-age child care needs. Link such an effort with an
expansion of your Schools of the 21st Century program to
ensure that we maximize the use of schools as part of this
overall community mobilization effort. A particular
emphasis needs to be put on after school alternatives for
adolescents. Investment: 300 million dollars.

Provide training and education to at least 150,000
providers, affecting the care of about 1.5 million children.
This would build on the National Child Care Provider
Scholarship Fund that you announced at the White House
Conference. Investment: 150 million dollars.
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o Put in place a system of consumer education and supports for
research and data collection as well as the use of
technology for training providers. This effort would
include a national consumer education campaign, a training
strategy to reach home providers and caregivers in rural
communities and a National Center on Child Care Statistics
that will finally give us the critical information we need
to plan future policy direction in this area. Investment: 50
million dollars.

Together, you have set the stage for an unprecedented national
discussion and investment in child care and after school
programs. The American people know we have a child care system
that does not work effectively for families or for children.

Building on the momentum that you began with the White House
Conferences, your FY 1999 budget and the State of the Union
should present a concrete and powerful strategy to build a
21st century child care systemn.

I believe that with your inspiring leadership, we can add another
building block to your effort to redefine the future of working
families in America. This will be another historic legacy of
your Presidency.

!

Donna E. Shalala
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Draft for Discussion Purposes Only
December 2, 1997

OPTIONS FOR CHILD CARE INITIATIVE
L I'ax System. Options for investing in child care through the tax system include:

A. Child and Dependent Care Tax Credit. Modify the Child and Dependent Care Tax Credit
(CDCTC) by raising the top rate and moving the phase-out range. One option considered would
raise the top rate from 30 percent (current law) to 50 percent and move the phase-out range from
$10,000-$28,000 (current law) to $30,000-$59,000, indexed for inflation thereafter. Presently, the
CDCTC phases down from a high of 30 percent at $10,000 or less of income to 20 percent at more *
than $28,000 of income (a phase out rate of one percentage point per $2,000 of income). Under this
option, the credit would phase-out at a rate of one percentage point per $1,000 of income, from a
high of 50 percent at $30,000 or less of income to 20 percent at more than $59,000. This option
would cost $5.2 billion through the 003; less expensive opti ing differe es and

phase-out ranges, are also available. The credit could also be made refundable.

B. Tax Credits to Corporate Sector. Provide a tax credit to businesses that incur costs related to
providing child care services to their employees. Qualifying expenses could include those a
business incurs to build or expand a child care facility, operate an existing facility, train child care
workers, reserve slots at a child care facility for employees, or provide child care resource and
referral services to employees. Under one option, the credit could cover 50% of qualified costs

incurred, but could not exceed $150,000 per year. This option has been estimated by the Joint

Committee on Taxation to cost $2.6 billion over five vears.

IL. hild Care and Development Block Grant. Options for increasing federal investment in
the Child Care and Development Block Grant (CCDBG) include:

Poin bo A. Distribute additional funding to States by current CCDBG formula without restriction.
p Lol ?
o o{ammk. B. Require that states set benchmarks to access additional funding. To access additional

Lenclimabe

b

funding, states would be required to set benchmarks, concerning, for example, eligibility and
priority (i.e. targeting) levels, copayments, and reimbursement rates. While states would have
considerable flexibility in setting the benchmarks, continued additional funding would be contingent
on progress toward meeting the benchmarks.

ible recommendation is to Increase the investment b illi ver five ve ich would
rovide subsidies for approximately 28 0 children per year. Le oney would

proportionately fewer additional chijldren subsidized.

iy
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II1. uality/Early Learning. Options for increasing federal investment in the quality of child
care and early learning include:

A. Child Care Provider Training. Increase federal investment in the training of child care
providers. Options include:

1. Child Care Provider Scholarship Fund. Announced by the President, the Child Care
Provider Scholarship Fund will enable states to provide scholarship funds to students working
toward a child care credential. Eligible child care workers must commit to remaining in the field for
at least one year for each year of assistance received and will earn increased compensation or
bonuses when they complete their course work. The President announced an investment of $250
million over five years,

2. Expand the Child Care Apprenticeship Training Program. Expand the Child Care
Apprenticeship Program to fund the training of child care workers toward a degree equivalent to the
Child Development Associate degree, with on the job observation and practice. The Department of
Labor has asked for an appropriation of $10 million for FY 1999.

B. Consumer Education and Research. Establish a new fund to support consumer education,
technology development and utilization, data and research. Uses for the new funding would include
research and demonstration projects, a National Center on Child Care Statistics, a national child
care hotline, and a consumer education campaign to help parents select safe and healthy care.

C. Standards Enforcement and Licensing Support. Establish a fund for states to improve and
enforce state child care health and safety standards. Activities supported would include increasing
unannounced visits to licensed child care centers and family day care homes, and improving state
licensing of child care settings.

D. Early Childhood Education. Increase investment in early childhood education and learning
activities. Options for the funding mechanism include:

1. Early Childhood Education Fund. Establish a grant program to support specific activities
to improve safety, quality, and learning for young children in child care. The fund would support,
among other things, health and safety improvements and parental involvement in child care.

Options for the funding mechanism include:

a) Combined local/state funding for early childhood education activities. 50 percent
of the fund would be passed through states to local collaboratives and 50 percent would be state
discrettonary dollars. The local funds could be allocated by states by formula or through a
competitive grant process, but states would be required to use child poverty as one.of the major
factors in distributing the dollars. States would have considerable flexibility with their 50 percent of
the funds, but would be required to set benchmarks concerning child care standards in the areas of
education, health and/or safety. The fund would require a modest (e.g. 20 percent) cash match for

2
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the state funds. There would be no match for the local funds.

b) Funding for Local Collaboratives through States. Funding would entirely pass
through states to local collaboratives through a state-administered competitive grant program, with a
modest (e.g. 20 percent) state match. States would have considerable flexibility in administering the
grant program, but would be required to use child poverty as one of the major factors in distributing
the dollars.

c) Funding for Local Collaboratives through Federal Competitive Grant Program.
Funding would pass directly from the Federal government to local collaboratives through a
federally-administered competitive grant program. The feasibility of this mechanism would depend
on the level of funding for the program.

2. Head Start/ Early Head Start. Increase the Early Head Start (children 0-3) set-aside (5
percent under current law), while increasing overall funding in Head Start to ensure that boosting
the set-aside does not reduce the resources available for children 3-5. Early Head Start funds
activities other than child care, such as parent training in child development, home visits, and family
support services. One option would be to double the set-aside to enable more than 50,000
additional children to receive Early Head Start services in 2002 (relative to current law).

ossible rec dation nding the above package of initiatives fall within the range of $1.5
to $4 billi ver five vears,

IV. School-Age Opportunities,

A. Increasing Federal Investment in School-Age Programs. Options for the funding mechanism
include:

1. Invest in a Two-Pronged School-Age Initiative. Both expand the existing 21st Century
Community Learning Centers program for public-school based programs and establish a new fund
for community-based agencies to increase supply of school-age opportunities. The 21st Century
Community Learning Program provides start-up funds to school-community partnerships to
establish before- and after-school programs for school-age children at public schools. The
expansion would support school-based programs in targeted high-need communities, further
concentrate on providing enriching after-school programming for children, and require an increased
local match to ensure that programs become self-sustaining after receiving start-up funding.
Creating a fund for community use would support non-school-based programs; funds would pass
through the states (by CCDBG formula with matching and benchmark-setting requirements) to
communities, with 50% targeted to areas with high concentrations of poverty.

2. Expand and Modify the 21st Century Community Learning Centers program. Expand the
existing 21st Century Community Learning Centers program and modify it so that non-school-based
efforts are eligible for support.
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3. Expand the existing 21st Century Community Learning Centers program.

B. Coordination of Federal Efforts. Setup a multi-agency task force to focus on youths during
after-school hours in three to five pilot sites. The task force would gather and organize this
information by the purpose for which it may be used, rather than by the agency administering it, to
be of better use to communities seeking to determine what assistance is available.

ible re endation ding the jnitiatives above fall within the range

billion over five years.
V. Stay-at-Home Parents.

A Leave Options for Working Parents.

1. Expand the reach of the Family and Medical Leave Act (FMLA) to cover businesses with
25 or more employees. This could also be done incrementally. Presently, FMLA covers employees
of businesses with 50 or more employees.

2. Expand the period of time fo}- FMLA from 12 weeks (current law) to 24 weeks.

3. Provide paid parental leave coverage for a limited amount of time for working parents
below a set income level. For example, a new paid leave plan could provide 6 weeks of paid leave
to all new parents who have been in the workforce either part-time or full-time for one year and
whose family income is below $50,000, at a cost of $1 billion per year. This plan would use the
unemployment insurance system to provide the leave payments, but would be paid for by the federal
government,

B. Demonstration Project to Support Stay-at-Home Parents. Establish a demonstration project
for innovative approaches by states to enable parents to stay at home during their children’s first
years of life and supporting them in their role as their children’s first teacher, such as through home
visitation.

C. Tax Credits. Options include:

1. Expand the child tax credit for families with children of a certain age. For example,
families with children 0 to 3 years of age could receive an additional $250, at a cost of roughly $6.5
billion over 5 years, or families with children 0 to 1 year of age could receive an additional $500, at
a cost of roughly $4.67 billion over 5 years.

. Modify the Child and Dependent Care Tax Credit (CDCTC) to cover certain kinds of
expenses for those parents who stay at home to raise a child,
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Children of “}Eﬁrking' Poor

aph—

FORT LAUDERDALE, Fla, «
At § the other torntng, Marlene
Garpett hed her 11-month-old

it
®
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g%
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toys or books In

wight, jukt # televinbn that (o
chi{dren spant most of the next 10
hours watching, For this, Mrs.
Garrett urt:r.u togethier 3§50 a
weak — u litthe less than half the
cost for just one chitd in most

cure conters here,

Mrs, Garvett hurried down the
stairs and set off for work, three
miles away. The family car died a i

“It bresks my heart, leaving

who arrived in Florida from Ja-
malea in 1889, *'T want them in a
leaming enviroament. Thls is the
best [ can do right now. It's an
The experts "'-( M

orts agresi for Mrs,
Gasrett and tehs of thousands of '

mnmmmwetm
a
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Are Day Care’s Forgotten

By SARA RIMER .

much t0 qualify for government
programs. Othars make little
enough to qualify, but are low on
long waiting lists while priority Ia
uiven to wunton lonving the wal
tare ralls for Joby,

Florida offers a good iNustra-
tion of this squesrs on the worlk-
ing class, More Fedoral money (s
avallable for child care here be-
cause of the new welfdre law:
Florida added over $100 million to
its child care budget this year,
And the gtate has a program to
provide essistance to nonweltare
families whose income Iy beidw

~180 percent of the poverty level

(317,775 for a family of thres),
But like other states under
e ———
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Contirued From Page Al

pressure to meet.tha work require-
menin nl the new law or righ devere
fronulitlo, Fioridn hay hudguted din
bulk of its chitd care money to wel-
fare reciplents moving to jobs.
There are 23,000 children of low-
income {amilies receiving no wellare
beneflts who are on the waiting list
for assistance in Floride, and en

| additiona) 39,000 who are eligible,

accarding to Sugan Muenchow, exec-
utlve director of the Florida Chil-
dren’s Forunm, a statewide nonprofit
ehild care Trosource and referral
agency. Marlene Garrett’s childrepn
are among those waiting,

“From & child-care standpeint,”
Ms. Muenchow sald, ‘‘you're better
off onwelfare.” .

When Staying Home
Is Not an Option
The lives of women like Mra. Gar-

¥ tett are ruled by hard economic

facts. “If my finances parmitted, I'd
loye to stay home,” satd Mrs. Gare
rett, whose husband, Rod, works in a
factory making hospital curtains,
“"Who's a better caretaker thap
Mom?"

Blye New Work imes
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T Bt staying home {3 not an'ogition.
Her hushand

]

takes homa about $150
3, week. Her own $200 a week helps
put food ¢n the table and pay the $400
monthly rent. ‘Mra, Garrett, who
keeps a folder with her expenses
neatly itemized, aays shs owes near.
ly $5,000 in madical bills, The {amily
does not have health {nsurance,
. Welfare is not an option. *“1 don't
want © plant that seed in my chit-
dren,” she anid, "1 want fo work. "
! When it comes (o chitd eare, My,
Oarrett, who s 38, hias almost no
¢hoices. She would like to put her
¢hildren, Hasta, 11 months; Angeli-
4: and Scherrod, 3, In her church
" day care centsr and preschool, Holy
Temple Christian Acadanty, but at
$180 & week — about $30 fess than
What moet licensed day care eencers
mrt Lauderdale charge for three
en = it {s bayond her reach.
; The church day care center had
$eemed possibla back in Septamber,
when Mrs. Garrett wag earning $8 an
hour &s & home health aide for the
plderty. (11 halped that sha was often
, ible to bring her.children to work.)
Enh: tock her children for uéclloro Iahou
. put money down on § unj.
farms, xt $32 aplece. Butthen her car
- &ve out, and with her hours toag and
ymipredictable, and bitd servics treeg.
ultir, she hind 60 glve up tha wark s
bays she was bora w do. ‘There wus
-fio money far another car. Overnight,
her family was dovmwardly mabite.
'} took back the uniforms,” shg
said, “They creditsd ms for tham,”
Mrs. Gatrrett has 1o make do with
the child care she can atford, and
Vivienne is what she cxn afford,
Mothers like her improviae fragile
arrangements that insvitably braak
down. The friend, neighbor or rela-
tive who was looking after thelr chil-
dren gsts sick, or goes to work, or
moves away, or simply becomas un-
avaliable, snd they have to find

" someocne alsa 1o take their children.

“How can you get a job If you don't
have day care?” sald Christina
" ch.umm 2 .m".{ -y
ing two ages ona.
But without a subsidy — aha is alto
onh & waiting list for one — shé cannot
?;hml dmre. A m El"“fdw;{",'

4 per * s .
Bunmt:no. who i3 divorced,

Her father and her mother-in-law
have been afternating bahy-sitting
duties, “My mother-in-law willdo it n
couple more months,” she aaid,

Regulated child care in Florida
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ay, who i5.not married, drives luﬁ
gl‘lyua.d:; to take lic:d'bihy.‘(:han-'

father's, snd then to work — and

Qoze

ty. “'rhé}‘re desperate,” said Helen

* Blank, director of the child-care divi-

ston of the Children‘s Defense Fund.
*They miss a day of work, and they
lose their job.”

Recent research en rapid brain
developmeant shows that an earich-
ing, nurturing environment ls impor-
tant for Infants and taddlers. Studles
show that children in low-quality

care can have dslayed cognitive and-

language development, bahave more

_ aggressively toward others and re-

act poorly to stress, : .
Mrs, Garrett, who keeps on a ghelt

«| In her children's bedroom a get of
1861 World Book Encyclopedias that -

was a gift from the family of an
elderly man she was caring for, does
ndt need experts to tell her that her
children peed stimulation, . That ly
what her church offera. -

“The chiidren play, games,” .she
sald. “They go on fleld trips. They
. teach'tham, they train thom, My chil-
dren are bright "You would be

in a year.” . .
- .‘But for her, and for many other
low-income parents, it s alf they can
do slmply to find a safe place tor
thelr children.

Two years ggo, stute social service

' Inspactors in Pensacole found o

.woman running an {llegal day care
center in her trafler for 20 children
.under age 4, According to their re-

watching soap operss and

o pick up Chandler, and
head homa, “1 sing to him ai] the way
home," sha suid,  * '

days, Her father takes him on Thurs- -
days and Fridays, his days off from
hig [ob as o land(9 supsrvivar,

] don't know how much longer my
aunt is going to be able to do it,"* Ms,
Slay said In a telephone interview.:
What will she do for child care when
her aunt stops helping? “Wing It, [
Supposa,” sha said. -

"Quality Bows -

To Availability, = |

in all this. serambiing, many ox-
aris say, low-income women do not
v the hoatry to werry about quall-

geme
shows, Two of the children had chick-
e pox. “There appeared to be a total
fack of stimulation for the children
indicated by the abnormal inactivity
of all the children,” the repart stated,
The parenty, who had no other day
cara they- could alford, wore angry
that the gporation was shut down,
according to Becky Kirsch, ths exoe-
utive director of the Children's Serv-
ice Center, Pensacola’s child re-
source and referral agency.

: Waiting'for Help,

Not Likely to Get It

The Florida "Leégislature’ has re-
cently -passed” two budget "amend.
ments, transferring some surpiug
child.cabe monay for welfare recipi~
ents t) low-income working familisg,
+But thero i3 still a freeze on halping
low-income [amilies on the walting
list, .and advocates fear that as in-
creasing numbers of welfdre recipl-
ents go to work, they wlll need mare
meney for child care — leaving even
tess for low-lncome warking famtlies
who have ngt bsen on welfare,

“We're pitting ‘one group of poor
people egaipst another,” Ms. Muean-
chow sald. “Many of thase parents

Ehye New Pork imes

TUESDAY,

NOVEMBER 25, 19°

amazod at what they would acquire

port, tha children were hungry, aod”

to try 0

"Rave no cholcs bit to lsave the :

chifdren in substandard arrang-
ments that are rotting thalr brain-
and jeapardizing their futures,’

She end other advocates say the:
states shodld. base eligibilicy fe:
child.cars subsidles on incoma, nc-
welfare status, Only a few states
inctuding Iiinols, Washington an.
Rhode Island, have taken that suep,

““The country (s focused on moving
mothers from welfare to work," saic
Ms. Blank, of the Children's Detenm
Fund., *It’s not heatly as focused or
mothsre who are alrendy working 1c
give them the support sthey need tc

independent, and to keep the(r
on safe” -

There are other sources of assist-
ance: Florlda has established a na-
tionally recognized child-cars part-
nerehip . program that encourages
y help lowswags employ-
oak with child care. About 4,000 non-
welfare children are getting help, -

«Tammy McLamore, who works for
'u.zs an hour s a reservations clerk
or & transportation company in Fort.
Lauderdals, has watched the young-
48t of her five children, sliy, 3-year-
old Katie, blosyom this fall. The rea-
son: She began attending the highly
od Jack and Jill Nursery

on & scholarship-provided by

the school. Last year, her mother
i:{.f“ sitrer’ m:edr “m* ot
(] ed,. apart.

mant, in front.of a telavision with five
or six other. children. .

At 7 one morning, Katio was ea-
gerty boarding the school bus. “They,
sing and dance,” Ms, McLamore
said, "“They do activities, Katle talks
about all tho teachers. She comes
home from school and says, 'Want
Me 1o teach You o xong?' » .

Ono recant Sunday, Mra. Gurran,
ts God and her Pentecostal
religion with her ralentlmly sitive
atlitude, was near tears. “Vivienne
told me she cannot kesp my children

:
:

. 8o early,” ehe said, **Sha has to take'
" her littls girl to school .Her hus-

band's work schedul

.A%g ter, Mrs. Garrett said she
had ‘offared Vivienne ah additionsl
$28 & week, “'Sha said ghe.will keep
my childven,” said Mrs, Gadrety, who
Ls stifl hoping to send her children ta
Hoit.y -mph' Chﬂn;s:ad Academy.

o end, she & prom
dnterview the othar dey for a um
Job working room sarvice nights at
the local Marriott hotel. he says she
will pay Vivienne another $13 to care
for her children.the extra hours. She
hates it that she will have aven leas
time with them, sha said.

It is tamporary,” she sald. “I am
dotag what 1 have to do.” .

T
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Domestic Policy Council Principals Meeting
December 5, 1997

PRELIMINARY OPTIONS FOR CHILD CARE INITIATIVE
L TAX SYSTEM. Options for investing in child care ti'lrough the tax system include:

A. Child and Dependent Care Tax Credit. Modify the Child and Dependent Care Tax Credit
(CDCTC) by raising the top rate and moving the phase-out range. One option considered would
raise the top rate from 30 percent (current law) to 50 percent and move the phase-out range from
$10,000-$28,000 (current law) to $30,000-859,000, indexed for inflation thereafter. Presently, the
CDCTC phases down from a high of 30 percent at $10,000 or less of income to 20 percent at more
than $28,000 of income (a phase-out rate of one percentage point per $2,000 of income). Under this
option, the credit would phase-out at a rate of one percentage point per $1,000 of income, from a
high of 50 percent at $30,000 or less of income to 20 percent at more than $59,000. The
Department of the Treasury estimates that this option would affect 2.2 million taxpayers with
adjusted gross incomes below $59,000, providing an average tax credit of $233 and eliminating tax
liability for most families with incomes below 200% of poverty. This option would cost $5.2
billion through the year 2003: less expensive options, using different rates and phase-out ranges, are

also available. The credit could also be made refundable.

Ios

F

The CDCTC parameters have not been adjusted for inflation since 1982.

Through the tax system, assistance can be provided directly to parents for their child care
needs with low administrative costs.

]
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The CDCTC is not well targeted to those with low incomes.

-~ Under current law, about 1 percent of the CDCTC is received by families with money
income in the bottom quintile. About 32 percent of the credit is received by those with
income in the top quintile.

-- Taxpayers who also claim the $500 child credit will not benefit from an increase in the
CDCTC unless their income is between 130 and 160 percent of poverty.

The IRS cannot easily verify child care expenditures. In 1988, about one-third of the
CDCTC amounts claimed were false or overstated. Compliance efforts since 1988 may
have reduced this error rate somewhat, but the IRS continues to have difficulty verifying
expenses.



B. Tax Credits to Corporate Sector. Provide a tax credit to businesses that incur costs related to
providing child care services to their employees. Qualifying expenses could include those a
business incurs to build or expand a child care facility, operate an existing facility, train child care
workers, reserve slots at a child care facility for employees, or provide child care resource and
referral services to employees. Under one option considered (proposed by Senator Kohl), the credit
could cover 50% of qualified costs incurred, but could not exceed $150,000 per year. This option

as been estimated by the Joint Committee on Taxation to cost $2.6 billion gover five years. The
option could also be scaled back, for example, to cover a smaller percentage of qualified costs or to
limit the types of qualified costs to which the credit could apply.

m]

I0S:
. The proposal could increase the availability of child care services by giving businesses an
incentive to provide those services to their employees.

The proposal addresses concerns about the quality of child care by requiring that businesses
take the credit only for expenses incurred in licensed child care facilities.

olfj
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This may give businesses a tax credit for expenses they would have otherwise incurred --
and deducted or depreciated -- in the absence of the credit.

The proposed credit is likely to disproportionately benefit middle- and higher- wage
workers.

. A tax credit for employers will not benefit the nearly 30 percent of the labor force whose
employers are non-taxable (governments, non-profit organizations).

IL CHILD CARE AND DEVELOPMENT BLOCK GRANT. Increasing federal investment
in the Child Care and Development Block Grant (CCDBG) will enable states to provide child care

subsidies to additional low-income working families with children under age 13. According to
HHS estimates, for every $100 million of annual additional federal investment in the CCDBG, at
least an additional 35,000 children from families with incomes below 200% of poverty will receive
subsidized child care. A possible recgmmendation is to increase the investment by $4 billion over
five yvears, which would provide subsidies roximately 280,000 children per vear Le

money would mean proportionately fewer addltlonal children subsidized.

Pros:

. CCDBG provides significant relief to low-income working families for child care costs.
Average child care costs are $74 per week, and the average subsidy is $66 per week.

. States currently target their CCDBG dollars to the lowest-income working families who are

transitioning off or at risk of returning to TANF; additional resources will enable states to
reach working families with slightly higher incomes.

2



-- Early data from HHS demonstrates that states have obligated nearly all of their FY 1997
CCDBG dollars. Although states are allowed to subsidize child care costs for families
below 85 percent of State Median Income (roughly 200 percent of the federal poverty level),
the majority of states serve only families with incomes below 130 percent of poverty.

. Increasing federal investment in the block grant leaves states with flexibility to use the funds
for the particular child care needs of their low-income populations.

. The federal government has little control over the income levels of the families reached (as
long as they are below the statutory limit of 85 percent of state median income).

L. QUALITY/EARLY LEARNING. Options for increasing federal investment in the quality :
of child care and early learning include:

A. Child Care Provider Training. Increase federal investment in the training of child care
providers. Options include:

1. Child Care Provider Scholarship Fund. Announced by the President at the White House
Conference on Child Care, the Child Care Provider Scholarship Fund will enable states to provide
scholarship funds to students working toward a child care credential. Eligible child care workers
must commit to remaining in the field for at least one year for each year of assistance received and
will earn increased compensation or bonuses when they complete their course work. The President
announced an investment of $250 million over five years.

2. Child Care Apprenticeship Training Program. Expand the Child Care Apprenticeship
Program to fund the training of child care providers working toward a degree equivalent to the
Child Development Associate degree, with on the job observation and practice. The Department of
Labor has asked for an appropriation of $10 million for FY 1999.

Pros ]

. Child care experts agree that well trained child care providers are a key element of child care
quality.

Cons

. The scholarship fund will not guarantee that the recipient will remain in the child care field

beyond the one year commitment. However, results from the North Carolina T.E.A.C.H.
program (on which the fund is modeled) indicate that annual staff turnover is only 10% for
T.E.A.C.H. participants, as compared to 42% statewide.

B. Research and Evaluation. Establish a new fund to support data and research and technology
development and utilization. Uses for the new funding would include research and demonstration
projects, a National Center on Child Care Statistics, and a national child care hotline.

3
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Currently, no funds are targeted to child care data and research on a national level.
Research is needed to assist policy-makers and community leaders to better understand how
to build the supply of affordable quality care.

ons:
. Research will not directly increase the supply of child care, and does not directly make care
more affordable.

C. Standards Enforcement. Establish a fund for states to improve licensing and enforce state
child care health and safety standards. Activities supported would include providing additional staff
and resources to license child care settings and increasing unannounced inspections of licensed chlld
care centers and family day care homes.

Pros:

. Child care experts report that almost all states under enforce child care standards.

. Research and experience in the military child care program indicate that diligent
enforcement of standards -- particularly frequent unannounced inspections -- improves
quality.

ons:

. Where state child care standards are inadequate, the fund may result in only marginal

improvements.

D. Farly Childhood Development and Ouality

I Early Learning and Quality Fund. Increase federal investment in activities to improve early
childhood education and the quality and safety of child care for young children (ages 0-5). The
program would have three goals: (1) to improve early learning and development for our youngest
children; (2) to ensure health and safety in child care; and (3) to increase parental involvement. In
order to accomplish these goals, funds could be used for the following activities: (1) providing basic
training to child care providers (including first aid and CPR, and training in child development); (2)
creating and supporting family day care networks (e.g, connecting individual child care providers to
centers for education and support); (3) assisting providers in meeting accreditation and licensing
requirements; (4) linking child care providers with health professionals; and (5) providing home
visits, parent education, and consumer education about child care. This program would provide
challenge grants to communities (e.g., counties or local public-private partnerships) to support chiid
care providers and programs.

Pros:

. Targets infants and toddlers, who are most vulnerable to health and safety risks in child care.

4



. The Administration has made a strong commitment to promoting early childhood
development and learning, which will help ensure school-readiness.

'l
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fom
in

With limited resources, additional investments in quality may take money from investments
to make child care more affordable.

2. ead Start / Early Head Start. Increase the Early Head Start (children 0-3) set-aside (5
percent under current law), while increasing overall funding in Head Start to ensure that boosting
the set-aside does not reduce the resources available for children 3-5. One option would be to
double the set-aside to enable more than 50,000 additional children to receive Early Head Start
services in 2002 (relative to current law).

Possible recommendations for funding the above package of initiatives fall within the range of $1.5

to $4 billion over five vears.

IV. SCHOOL-AGE OPPORTUNITIES

A. Expansion of the 21st Century Community Learning Center Program. The 21st Century

Community Learning Program provides start-up funds to school-community partnerships to
establish before- and after-school programs for school-age children at public schools. Changes to
the program would be made to increase community involvement, target high-need communities, and
require an increased local match to ensure that programs become self-sustaining after receiving
start-up funding,

Pros:

. Responds to the tremendous need for after-school programs. Estimates of the number of
“latch-key” children who are unsupervised during non-school hours ranges from 2 to 15
million.

. Increases the supply of after-school programs in a cost-effective manner by establishing or
expanding programs at underutilized public school buildings.

. Responds to surveys showing strong parental and educator support for school-based after-
school programs. Parents often prefer school-based programs because they do not require
transportation and are run by school officials.

. The 21st Century Community Learning Center program has a proven record of support in
this Congress (appropriated at $40 million for FY 1998); there is no need to create a new
federal program.

Cons

. It may be difficult to expand a newly funded program to a level that meets the great need for

5



after-school programs.

* - Some schools operate in an isolated manner and do not broadly engage parents or
community organizations in their programs.

. This program funds only after-school programs located in public schools. However,
families can use CCDBG subsidies to pay for care for children under 13 at other institutions.

B. Coordination of Federal Efforts. Create a multi-agency task force to assist three to five pilot
cities identify, obtain, and make the best use of currently available federal resources --financial and
human-- to provide comprehensive after-school programming for their children. This collaborative
federal effort would work to remove impediments to access to or efficient use of federal funds and
would seek to provide the communities with information from around the country regarding
promising and effective programmatic strategies. In addition to assisting those communities meet
an important need, this initiative is expected to lead to other federal multi-agency collaborative
efforts in other areas.

sible recommendations for funding the initiatives above fall within the ranee of $.5 to $2.5
billion over five years.

V. STAY-AT-HOME PARENTS
A. Expand the reach of the Family and Medical Leave Act (FMLA). Presently, FMLA covers

employees of businesses with 50 or more employees. Options include expanding coverage to
businesses with 25 or more employees, either all at one time or incrementally. Another option is to
extend the time period from 12 weeks (current law) to 24 weeks.

i w]

ros:
. By increasing the number of covered employees, more parents would have the ability to take
time to care for their children. Lowering the employee threshold would cover 10 million
additional employees or increase by 15% those employees covered by the Act.

. No expense to the U.S. Treasury.
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Lowering the threshold will provoke strong business opposition and increasing the length of
leave may do so as well.

. A very small percentage of employees take the maximum amount of leave now, so
expanding the length of leave will help only a small percentage of people. Today, only
100,000 to 400,000 take the maximum leave of 12 weeks, out of the 12 million who take the
leave.



. These options will not help those people who cannot afford to take leave. According to the
Department of Labor, 65% of those who wanted to take leave to care for their newborn,
foster, or adopted child did not do so for economic reasons.

B. Provide paid parental leave coverage for a limited amount of time for working parents
below a set income level. For example, a new paid leave plan could provide $200 a week for 6
weeks of paid leave to all new parents who have been in the workforce either part-time or full-time
for one year and whose family income is below $50,000, at a cost of $1 billion per year. This plan
would use the unemployment insurance system to provide the leave payments, but would be paid
for by the federal government. Employers not currently covered by FMLA would not be required to
allow their employees to take this leave.

=

I0S:.
. Paid leave would allow more parents to spend time with their newborn babies at a crucial
time in their children’s development.

. This proposal is likely to modify behavior. According to the Department of Labor, 65% of
those who wanted to take leave to care for their newborn, foster, or adopted child did not do
so for economic reasons.
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‘There are small substitution effects. Two to three percent of all employees receive paid
leave from their employers, but many of these employees would not meet the income
threshold for this benefit. However, many employees receive paid vacation leave (88% to
97%) and paid sick leave (50 to 65%), and they do use these benefits to take leave for the

birth of a child.
. Parents who have not been in the workforce would not receive any benefit.
. There may be some business backlash because the cost of hiring will increase as more

people take leave.

C. Demonstration Project to Support Stay-at-Home Parents. Establish a demonstration project
for innovative approaches by states to enable parents to stay at home during their children’s first
years of life.

e

ros:
This proposal would target benefits to parents who stay at home during a crucial time in
their children’s development.

[}
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This option is likely to affect a small number of people.



D. xpand the child tax credit for families with children of a certain age. Build on the $500
per child tax credit. For example, families with children 0 to 3 years of age could receive an
additional $250, at a cost of roughly $6.5 billion over 5 years, or families with children 0 to 1 year
of age could receive an additional $500, at a cost of roughly $4.67 billion over 5 years.

Pros: :

. Provides a benefit to both stay-at-home parents and working parents targeted to the earliest
years of their children’s lives, a time at which couples usually have lower incomes.

Cons

This option will provide small benefits to a large group of people and is unlikely to modify
behavior.

The tax code already favors stay-at-home parents through marriage bonuses, while the
Social Security system favors this group by providing them benefits without requiring that
they work. In addition, the Administration already has supported policies benefiting stay-at-
home parents, such as the per child tax credit and eased access to the home office deduction.



APPENDIX: BACKGROUND ON FEDERAL CHILD CARE INVESTMENTS

The federal government invests in child care in a variety of ways. The two principal mechanisms
designed to help parents pay for child care are the Child and Dependent Care Tax Credit (CDCTC)
and the Child Care and Development Block Grant (CCDBG).

Child and Dependent Care Tax Credit. The CDCTC provides tax relief to taxpayers who pay for
the care of a child under 13 or a disabled dependent or spouse in order to work. The non-refundable
credit is equal to a percentage of the taxpayer’s employment-related expenditures for child or
dependent care, with the amount of the credit rate depending on the taxpayer’s adjusted gross
income (AGI). Currently, the credit rate is phased down from 30% (for taxpayers with AGI of
$10,000 or less) to 20% (for taxpayers with adjusted gross income above $28,000). The maximum
amounts of qualifying expenses for which credits may be claimed are $2,400 for one qualifying
individual and $4,800 for two or more qualifying individuals. Thus, the maximum credit ranges
from $480 to $720 for a taxpayer with one qualifying individual and $960 to $1,440 for a taxpayer
with two or more qualifying individuals. )

Child Care and Development Block Grant. The CCDBG is the primary federal subsidy program
devoted to child care, enabling low-income parents and parents receiving Temporary Assistance for
Needy Families (TANF) to work or participate in the educational or training programs they need in
order to work. Welfare reform increased federal funding for child care by approximately $4 billion
over five years (FY 1997 - FY 2002), and it consolidated four child care subsidy programs into the
CCDBG. The funds are distributed primarily by formula to the states to operate direct child care
subsidy programs and improve the quality and availability of care. By law, states may serve families
below 85% of state median income, and must spend 4% of their funds on efforts to improve child
care quality.

CCDBG

CDCTC

Current federal funding level

$2.9 billion (FY 1997)

$2.6 billion (FY 1998)

Eligibility criteria

Families (TANF and non-
TANF) with children under 13
who need child care and earn
less than 85% of state median
income

Taxpayers who pay for at least
50% of the care of a child under
13 and/or a disabled dependent
or spouse in order to work.

200% of poverty and children
under 13 who receive assistance
under program

families)

% of overall dollars in program | Approximately 96% 19%
going to families with AGI

below 200% of poverty

% of families with AGI below 12% (of potentially eligible 13%

Amount of federal assistance

$2,200 (average, annual federal
subsidy per-child)

$419 (average tax relief per
family with AGI below 200% of
poverty)




In addition, the $500 per-child tax credit in the Balanced Budget Act can provide significant
additional support to help parents meet child care costs.

In addition to these programs, the federal government runs a food program for. child and aduit day
care centers through the USDA and invests in after-school programs for school-age children. The
Child and Adult Care Food Program (CACFP) provided meals to approximately 2.5 million
children in approximately 35,000 child care centers (including after-school centers) in 1997. The
General Accounting Office identified the CACFP as one of the most effective vehicles for reaching
family child care providers and enhancing care in home-based settings. After-school programs are
supported through a variety of initiatives, including the Department of Education’s 21st Century
Learning Centers, funded at $40 million for FY 1998, which will provide after-school program

- opportunities in public schools for a million children.
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OFC TAX POLICY

Effect of Modifying Child and Dependent Care Tax Credit
Single Head of Household One Child Under 13, $20,000 of Income, and $1,900 of Child Care Expenses

1999 Dollars
Current Law Option

Earnings 20,000 20,000
Other Forms of Income D 0
Child Care Expenses 1,900 1,900
Adjusted Gross Income _ 20,000 20,000

-- Standard Deduction 6,400 6,400

-- Exemptions -5,600 -5,600
Taxable Income . . 8,000 B,000
Pre-Credit incoma Tax Liability 1,200 1,200

-- Child and Dependent Care Credit -475 -950

-- $500 Child Credit I -500 - =500

-- Earned Income Tax Credit -1,152 -1,152
Post-Credit Income Tax Liability : -927 -1,152

Change in Tax Liability From Current Law -225
Department of the Treasury December 4, 1997

Office of Tax Analysis

Cption:  Child and dependent care tax credit rateé. would be 50% for taxpayers with:AGl-of-$30; 000 or less
Credit rate would be reduced by 1 percentage point for each additional $1,000 of AGI.

4202 822 0238

12:27

12/704/97

Credit rate would be 20% for AGI above $59,000.
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Eifect of Modifying Child and Dependent Care Tax Credit

Single Head of Household, One Child Under 13, $25,000 of Income, and $2,500 of Child Care Expenses

19399 Doliars
Current Law Option
Earnings 25,000 25,000
Other Forms of Income 0 0]
Child Care Expenses 2,500 2,500
Adjusted Gross Income 25,000 25,000
-~ Standard Deduction 6,400 6,400
— Exemptions -5,600 -5,600
Taxable Income 13,000 13,000
Pre-Credit Income Tax Liability 1,950 1,950
— Child and Dependent Care Credit -528 -1,200
-- $600 Child Credil e -500 -500
-- Eamed Income Tax Credit -353 -353
Post-Credit Income Tax Liability 569 -103
Change in Tax Liability From Current Law 672

Department of the Treasury
Office of Tax Analysis

Qgtion:.. Child and dependent care {ax crédit rate would be 50% fos laxpayers with AGI of $30,000 or les§ &5

December 4, 1997

Credit rate would be reduced by 1 percentage paint for each additional $1,000 of AGI.

Credit rate would be 20% for AGI| above $59,000.
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Married Couple, Two Children Under 13, $35,000 of Income, and $4,050 of Child Care Expenses

Effect of Modifying to Child and Dependent Care Tax Credi

1999 Dollars
Current Law Option

Combined Eamnings (Bath Employed) 1/ 35,000 35,000
Other Forms of Income 0 0
Child Care Expenses 4,050 4,050
Adjusted Gross income 35,000 35,000
-- Standard Deduction ‘ -7,300 -7,300
-- Exemptions -11,200 -11,200
Taxable Income 16,500 16,500
Pre-Credil Income Tax Liability 2,475 2,475
---Child and Dependent Cara Credit -810 -1,823
-- $500 Child Credit -1,000 1,000
— Eamed Income Tax Credit 0 0
Post-Credit Income Tax Liability 665 0
Change in Tax Liabllity From Current Law -665

Department of the Treasury
Office of Tax Analysis

1/ Eamings of lower eamer are greater than child care expenses.

Option:  Child and dependant care tax credit rate would'bé"50% for taxpayers with AGI of $30/605or less

December 4, 1997

Credit rale wouid be reduced by 1 percentage point for each additional $1,000 of AGI.

Credit rale would be 20% for AGI above $59,000.
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Effact of Modifying Child and Dependent Care Tax Credi
Married Couple, qu Children Under 13, $50,000 of income, and $4,050 of Child Care Expenses -

1959 Doliars
Current Law Option
Combined Eamings (Both Employed) 1/ 50,000 50,000
Other Forms of Income 0 0
Child Care Expenses 4,050 4,050
Adjus{ed Gross Income 50,000 50,000
-- Standard Deduction -7,300 - -7,300
— Exemptions -11,200 -11,200 .
Taxable Income 31,500 31,500
Pre-Credit income Tax Liabifity 4,725 4,725
-- Child and Dependent Care Credit -810 -1,215
— $500 Child Credit o -1,000 -1,000
— Earned Income Tax Credit 0 0
Post-Credil Income Tax Liability 2,915 2,510
Change in Tax Liabiiity From Current Law -405
Department of the Treasury December 4, 1997

Office of Tax Analysis

1/ Eamings of lower eamer are greater than child care expenses.

Option:  Child.and dependent care tax credit rate-would be 50% for taxpayérs WitPAGIOr$30,000 or less -~ - #kese - .

Credit rate wouid be reduced by 1 percentage point for each additional $1,000 of AG!.
Credil rate would be 20% far AG) abave $59,000.
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Domestic Policy Council Principals Meeting
December 5, 1997

PRELIMINARY OPTIONS FOR CHILD CARE INITIATIVE
L. TAX SYSTEM. Options for investing in child care through the tax system include:

A. Child and Dependent Care Tax Credit. Modify the Child and Dependent Care Tax Credit
(CDCTC) by raising the top rate and moving the phase-out range. One option considered would
raise the top rate from 30 percent (current law) to 50 percent and move the phase-out range from
$10,000-$28,000 (current law) to $30,000-$59,000, indexed for inflation thereafter. Presently, the
CDCTC phases down from a high of 30 percent at $§10,000 or less of income to 20 percent at more
than $28,000 of income (a phase-out rate of one percentage point per $2,000 of income). Under this
option, the credit would phase-out at a rate of one percentage point per $1,000 of income, from a
high of 50 percent at $30,000 or less of income to 20 percent at more than $59,000. The
Department of the Treasury estimates that this option would affect 2.2 miilion taxpayers with
adjusted gross incomes below $59,000, providing an average tax credit of $233 and eliminating tax
liability for most families with incomes below 200% of poverty. This option would cost $5.2

illion through the year 2003; iess expensive options, using different rates and phase-ou es, are
also available. The credit could also be made refundable.

v

ros:
. The CDCTC parameters have not been adjusted for inflation since 1982.

Through the tax system, assistance can be provided directly to parents for their child care
needs with low administrative costs.
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The CDCTC is not well targeted to those with low incomes.

-- Under current law, about 1 percent of the CDCTC is received by families with money
income in the bottom quintile. About 32 percent of the credit is received by those with
income in the top quintile.

-- Taxpayers who also claim the $500 child credit will not benefit from an increase in the
CDCTC unless their income is between 130 and 160 percent of poverty.

. The IRS cannot easily verify child care expenditures. In 1988, about one-third of the
CDCTC amounts claimed were false or overstated. Compliance efforts since 1988 may
have reduced this error rate somewhat, but the IRS continues to have difficulty verifying
expenses.



B. Tax Credits to Corporate Sector. Provide a tax credit to businesses that incur costs related to
providing child care services to their employees. Qualifying expenses could include those a
business incurs to build or expand a child care facility, operate an existing facility, train child care
workers, reserve slots at a child care facility for employees, or provide child care resource and
referral services to employees. Under one option considered (proposed by Senator Kohl), the credit
could cover 50% of qualified costs incurred, but could not exceed $150,000 per year. This option
has been estimated by the Joint Committee on Taxation to cost $2.6 billion over five vears. The
option could also be scaled back, for example, to cover a smaller percentage of qualified costs or to
limit the types of qualified costs to which the credit could apply.

=

IOS:
The proposal could increase the availability of child care services by giving businesses an
incentive to provide those services to their employees.

The proposal addresses concerns about the quality of child care by requiring that businesses
take the credit only for expenses incurred in licensed child care facilities.
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This may give businesses a tax credit for expenses they would have otherwise incurred --
and deducted or depreciated -- in the absence of the credit,

The proposed credit is likely to disproportionately benefit middle- and higher- wage
workers.

. A tax credit for employers will not benefit the nearly 30 percent of the labor force whose
employers are non-taxable (governments, non-profit organizations).

IL CHILD CARE AND DEVELOPMENT BLOCK GRANT. Increasing federal investment
in the Child Care and Development Block Grant (CCDBG) will enable states to provide child care

subsidies to additional low-income working families with children under age 13. According to
HHS estimates, for every $100 million of annual additional federal investment in the CCDBG, at
least an additional 35,000 children from families with incomes below 200% of poverty will receive
subsidized child care. A_possible recommendation is to increase the jnvestment by $4 billion over

five years, which would provide subsidies for approximately 280,000 children per year. Less
money would mean proportionately fewer additional children subsidized. '

Pros:

. CCDBG provides significant relief to low-income working families for child care costs.
Average child care costs are $74 per week, and the average subsidy is $66 per week.

. States currently target their CCDBG dollars to the lowest-income working families who are

transitioning off or at risk of returning to TANF; additional resources will enable states to
reach working families with slightly higher incomes,

2
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-- Early data from HHS demonstrates that states have obligated nearly all of their FY 1997
CCDBG dollars. Although states are allowed to subsidize child care costs for families
below 85 percent of State Median Income (roughly 200 percent of the federal poverty level),
the majority of states serve only families with incomes below 130 percent of poverty.

Increasing federal investment in the block grant leaves states with flexibility to use the funds
for the particular child care needs of their low-income populations.

0
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The federal government has little control over the income levels of the families reached (as
long as they are below the statutory limit of 85 percent of state median income).

III. QUALITY/EARLY LEARNING. Options for increasing federal investment in the quality*
of child care and early learning include:

A. Child Care Provider Training. Increase federal investment in the training of child care
providers. Options include:

1. Child Care Provider Scholarship Fund. Announced by the President at the White House
Conference on Child Care, the Child Care Provider Scholarship Fund will enable states to provide
scholarship funds to students working toward a child care credential. Eligible child care workers
must commit to remaining in the field for at least one year for each year of assistance received and
will earn increased compensation or bonuses when they complete their course work. The President
announced an investment of $250 million over five years.

2. Child Care Apprenticeship Training Program. Expand the Child Care Apprenticeship
Program to fund the training of child care providers working toward a degree equivalent to the
Child Development Associate degree, with on the job observation and practice. The Department of
Labor has asked for an appropriation of $10 million for FY 1999.

Pros:
. Child care experts agree that well trained child care providers are a key element of child care
quality.

. The scholarship fund will not guarantee that the recipient will remain in the child care field
beyond the one year commitment. However, results from the North Carolina T.E.A.C.H.
program (on which the fund is modeled) indicate that annual staff turnover is only 10% for
T.E.A.C.H. participants, as compared to 42% statewide.

B. Research and Evaluation. Establish a new fund to support data and research and technology
development and utilization. Uses for the new funding would include research and demonstration
projects, a National Center on Child Care Statistics, and a national child care hotline.

3
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Currently, no funds are targeted to child care data and research on a national level.
Research is needed to assist policy-makers and community leaders to better understand how
to build the supply of affordable quality care.
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Research will not directly increase the supply of child care, and does not directly make care
more affordable.

C. Standards Enforcement. Establish a fund for states to improve licensing and enforce state

child care health and safety standards. Activities supported would include providing additional staff
and resources to license child care settings and increasing unannounced inspections of licensed chlld
care centers and family day care homes. .

Pros: ‘

. Chiid care experts report that almost all states under enforce child care standards.

. Research and experience in the military child care program indicate that diligent
enforcement of standards -- particularly frequent unannounced inspections -- improves
quality.

e
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Where state child care standards are inadequate, the fund may result in only marginal
improvements.

D. Early Childhgod Development and Quality

1. Early Learning and Quality Fund. Increase federal investment in activities to improve early
childhood education and the quality and safety of child care for young children (ages 0-5). The
program would have three goals: (1) to improve early learning and development for our youngest
children; (2) to ensure health and safety in child care; and (3) to increase parental involvement. In
order to accomplish these goals, funds could be used for the following activities: (1) providing basic
training to child care providers (including first aid and CPR, and training in child development); (2)
creating and supporting family day care networks (e.g, connecting individual child care providers to
centers for education and support); (3) assisting providers in meeting accreditation and licensing
requirements; (4) linking child care providers with health professionals; and (5) providing home
visits, parent education, and consumer education about child care. This program would provide
challenge grants to communities (e.g., counties or local public-private partnerships) to support child
care providers and programs.

Pros;

. Targets infants and toddlers, who are most vulnerable to health and safety risks in child care.

4



. The Administration has made a strong commitment to promoting early childhood
development and learning, which will help ensure school-readiness.

Cons:
. With limited resources, additional investments in quality may take money from investments
to make child care more affordable.

2, Head Start / Early Head Start. Increase the Early Head Start (children 0-3) set-aside (5
percent under current law), while increasing overall funding in Head Start to ensure that boosting
the set-aside does not reduce the resources available for children 3-5. One option would be to
double the set-aside to enable more than 50,000 additional children to receive Early Head Start
services in 2002 (relative to current law).

ossible recommendati for fundi e package of initiatives fall within t e 1.5

to $4 billion over five years.

IV. SCHOOL-AGE OPPORTUNITIE

A. Expansion of the 21st Century Community Learning Center Program. The 21st Century

-~ Community Learning Program provides start-up funds to school-community partnerships to
establish before- and after-school programs for school-age children at public schools. Changes to
the program would be made to increase community involvement, target high-need communities, and
require an increased local match to ensure that programs become self-sustaining after receiving
start-up funding.

Pros:

. Responds to the tremendous need for after-school programs. Estimates of the number of
“latch-key” children who are unsupervised during non-school hours ranges from 2 to 15
million.

. Increases the supply of after-school programs in a cost-effective manner by establishing or

expanding programs at underutilized public school buildings.

. Responds to surveys showing strong parental and educator support for school-based after-
school programs. Parents often prefer school-based programs because they do not require
transportation and are run by school officials.

. The 21st Century Community Learning Center program has a proven record of support in
this Congress {(appropriated at $40 million for FY 1998); there is no need to create a new
federal program.

. It may be difficult to expand a newly funded program to a level that meets the great need for

5



after-school programs.

. Some schools operate in an isolated manner and do not broadly engage parents or
community organizations in their programs.

. This program funds only after-school programs located in public schools. However,
families can use CCDBG subsidies to pay for care for children under 13 at other institutions.

B. Coordination of Federal Ffforts. Create a multi-agency task force to assist three to five pilot
cities identify, obtain, and make the best use of currently available federal resources --financial and
human-- to provide comprehensive after-school programming for their children, This collaborative
federal effort would work to remove impediments to access to or efficient use of federal funds and
would seek to provide the communities with information from around the country regarding
promising and effective programmatic strategies. In addition to assisting those communities meet
an important need, this initiative is expected to lead to other federal multi-agency collaborative
efforts in other areas.

Possible recommendations for funding the initiatives above fal]l within the range of $.5 to $2.5

billion over five vears. :

V. STAY-AT-HOME PARENTS

A. Expand the reach of the Family and Medical Leave Act (FMLA). Presently, FMLA covers

employees of businesses with 50 or more employees. Options include expanding coverage to
businesses with 25 or more employees, either all at one time or incrementally. Another option is to
extend the time period from 12 weeks (current law) to 24 weeks.

Pros:

. By increasing the number of covered employees, more parents would have the ability to take
time to care for their children. Lowering the employee threshold would cover 10 million
additional employees or increase by 15% those employees covered by the Act.

. No expense to the U.S. Treasury. '

Cons

. Lowering the threshold will provoke strong business opposition and increasing the length of
leave may do so as well.

. A very small percentage of employees take the maximum amount of leave now, so

expanding the length of leave will help only a small percentage of people. Today, only
100,000 to 400,000 take the maximum leave of 12 weeks, out of the 12 million who take the
leave.
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These options will not help those people who cannot afford to take leave. According to the
Department of Labor, 65% of those who wanted to take leave to care for their newborn,
foster, or adopted child did not do so for economic reasons.

Provide paid parental leave coverage for a limited amount of time for working parents

below a set income level. For example, a new paid leave plan could provide $200 a week for 6
weeks of paid leave to all new parents who have been in the workforce either part-time or full-time
for one year and whose family income is below $50,000, at a cost of $1 billion per year. This plan
would use the unemployment insurance system to provide the leave payments, but would be paid
for by the federal government. Employers not currently covered by FMLA would not be required to
allow their employees to take this leave.

)
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C.

Paid leave would allow more parents to spend time with their newborn babies at a crucial
time in their children’s development.

This proposal is likely to modify behavior. According to the Department of Labor, 65% of
those who wanted to take leave to care for their newborn, foster, or adopted child did not do
so for economic reasons.

There are small substitution effects. Two to three percent of all employees receive paid
leave from their employers, but many of these employees would not meet the income
threshold for this benefit. However, many employees receive paid vacation leave (88% to
97%) and paid sick leave (50 to 65%), and they do use these benefits to take leave for the
birth of a child.

Parents who have not been in the workforce would not receive any benefit.

There may be some business backlash because the cost of hiring will increase as more
people take leave.

Demonstration Project to Support Stay-at-Home Parents. Establish a demonstration project

for innovative approaches by states to enable parents to stay at home during their children’s first
years of life.

o
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This proposal would target benefits to parents who stay at home during a crucial time in
their children’s development.

This option is likely to affect a small number of people.
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D. Expand the child tax credit for families with children of a certain age. Build on the $500

per child tax credit. For example, families with children 0 to 3 years of age could receive an
additional $250, at a cost of roughly $6.5 billion over 5 years, or families with children 0 to 1 year
of age could receive an additional $500, at a cost of roughly $4.67 billion over 5 years.

Pros: ,
. Provides a benefit to both stay-at-home parents and working parents targeted to the earliest
years of their children’s lives, a time at which couples usually have lower incomes.

!
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This option will provide small benefits to a large group of people and is unlikely to modify
behavior.

The tax code already favors stay-at-home parents through marriage bonuses, while the
Social Security system favors this group by providing them benefits without requiring that
they work. In addition, the Administration already has supported policies benefiting stay-at-
home parents, such as the per child tax credit and eased access to the home office deduction.
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APPENDIX: BACKGROUND ON FEDERAL CHILD CARE INVESTMENTS

The federal go{lemment invests in child care in a variety of ways. The two principal mechanisms
designed to help parents pay for child care are the Child and Dependent Care Tax Credit (CDCTC)
and the Child Care and Development Block Grant (CCDBG).

Child and Dependent Care Tax Credit. The CDCTC provides tax relief to taxpayers who pay for
the care of a child under 13 or a disabled dependent or spouse in order to work. The non-refundable
credit is equal to a percentage of the taxpayer’s employment-related expenditures for child or
dependent care, with the amount of the credit rate depending on the taxpayer’s adjusted gross
income (AGI). Currently, the credit rate is phased down from 30% (for taxpayers with AGI of
$10,000 or less) to 20% (for taxpayers with adjusted gross income above $28,000). The maximum
ammounts of qualifying expenses for which credits may be claimed are $2,400 for one qualifying
individual and $4,800 for two or more qualifying individuals. Thus, the maximum credit ranges
from $480 to $720 for a taxpayer with one qualifying individual and $960 to $1,440 for a taxpayer _
with two or more qualifying individuals. )

Child Care and Development Block Grant. The CCDBG is the primary federal subsidy program
devoted to child care, enabling low-income parents and parents receiving Temporary Assistance for
Needy Families (TANF) to work or participate in the educational or training programs they need in
order to work. Welfare reform increased federal funding for child care by approximately $4 billion
over five years (FY 1997 - FY 2002), and it consolidated four child care subsidy programs into the
CCDBG. The funds are distributed primarily by formula to the states to operate direct child care
subsidy programs and improve the quality and availability of care. By law, states may serve families
below 85% of state median income, and must spend 4% of their funds on efforts to improve child
care quality.

CCDBG

CDCTC

Current federal funding level

$2.9 billion (FY 1997)

$2.6 billion (FY 1998)

Eligibility criteria

Families (TANF and non-
TANF) with children under 13
who need child care and earn
less than 85% of state median
income

Taxpayers who pay for at least
50% of the care of a child under
13 and/or a disabled dependent
or spouse in order to work.

200% of poverty and children
under 13 who receive assistance
under program

families)

% of overall dollars in program | Approximately 96% 19%
going to families with AGI

below 200% of poverty

% of families with AGI below 12% (of potentially eligible 13%

Amount of federal assistance

$2,200 (average, annual federal
subsidy per-child)

$419 (average tax relief per
family with AGI below 200% of
poverty)

— e s



In addition, the $500 per-child tax credit in the Balanced Budget Act can provide significant
additional support to help parents meet child care costs.

In addition to these programs, the federal government runs a food program for child and adult day
care centers through the USDA and invests in after-school programs for school-age children. The
Child and Adult Care Food Program (CACFP) provided meals to approximately 2.5 million
children in approximately 35,000 child care centers (including after-school centers) in 1997. The
General Accounting Office identified the CACFP as one of the most effective vehicles for reaching
family child care providers and enhancing care in home-based settings. After-school programs are
supported through a variety of initiatives, including the Department of Education’s 21st Century
Learning Centers, funded at $40 million for Y 1998, which will provide after-school program
opportunities in public schools for a million children.

10
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Effect of Modifying Child and Dependent Care Tax Credit
Single Head of Household, One Child Under 13, $20,000 of Income, and $1,200 of Child Care Expenses

1999 Dollars
Current Law Option

Earnings 20,000 20,000
Other Forms of Income D 0
Child Care Expenses 1,900 1,900
Adjusted Gross Income 20,000 20,000
-- Standard Deduclion 6,400 -6,400
- Exemptions 5,600 - -5,600
Taxable income 8,000 " B,000
Pre-Credit income Tax Liability 1,200 1,200
-- Child and Dependent Care Credit -475 -950
-- $500 Child Credit -500 --500
-- Earned Income Tax Credit -1,152 -1,152
Post-Credit Income Tax Liability 927 -1,152
Change in Tax Liability From Current Law -225

Department of the Treasury
Office of Tax Analysis

Cption:  Child and dependent care tax credit rate would be 50% for taxpayers with-AGl-of-$30,000 or less
Credit rate would be reduced by 1 percentage point for each additional $1,000 of AGI,

Credit rata would be 20% for AGI above $59,000.

December 4, 1997
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Effect of Modifying Child and Dependent Care Tax Credit

Single Head of Household, One Child Under 13, $25,000 of Income, and $2,500 of Child Care Expenses

1999 Daliars
Current Law Oplion

Earnings 25,000 25,000
Other Forms of Income 0 0
Child Care Expenses 2,500 2,500
Adjusted Gross Income 25,000 25,000
-~ Standard Deduction 6,400 6,400
—~ Exemptions -5,600 -5,600
Taxable Income 13,000 13,000
Pre-Credit income Tax Liability 1,950 1,950
— Child and Dependent Care Credit -528 -1,200
-- $500 Child Cradit S -500 -500
-- Earned Income Tax Credit -353 -353
Post-Credit Income Tax Liability 569 -103
Change in Tax Liability From Current Law 672

Department of the Treasury
Office of Tax Analysis

Qgtion:.. Child and dependent.care tax-crédit rate would be 50% for taxpayers with AGI of $30,000 or tess 4"

December 4, 1997

Credit rate would be reduced by 1 percentage paint for each additional $1,000 of AGI.

Credit rate would be 20% for AG| above $59,000.
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Effect of Modifying to Child and Dependent Care Tax Credil
Married Couple, Two Children Under 13, $35,000 of Income, and $4,050 of Child Care Expenses

1899 Dollars
Current Law Option
Combined Eamings (Both Employed) 1/ 35,000 35,000
Other Forms of Income 0 0
Child Care Expenses 4,050 4,050
Adjusted Gross Income 35,000 35,000
- Standard Deduction _ -7,300 -7,300
-- Exemptions -11,200 -11,200
Taxable Income 16,500 16,500
Pre-Credit iIncome Tax Liability 2,475 2,475
---Child and Dependent Care Credit -810 -1,823
-- $5600 Child Credit : -1,000 -1,000
— Eamed Income Tax Credit 0 0
Post-Credit Income Tax Liability 665 0
Change in Tax Liability From Current Law -665
Department of the Treasury , December 4, 1997

Office of Tax Analysis
1/ Eamings of lower eamer are greater than child care expenses.
Option:  Child and dependant care tax credit rate would*be"50% for taxpayers with AGI of $30,000%r lass e R

Credit rale would be reduced by 1 percentage point for each additional $1,000 of AG!,
Credit rale would be 20% for AGI above $59,000.
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Effect of Modifying Child and Dependent Care Tax Credit
Married Couple, Two Children Under 13, $50,000 of income, and $4,050 of Child Care Expenses

L

1/ Eamings of lower eamer are greater {han child care expenses.

Option:  Child:and dependent care tax credit rite-woiild be 50% for laxpayérs WitFAGIOf'$30,000 or less
Credit rate would be reduced by 1 percentage point for each additional $1,000 of AGI.

Credit rate would be 20% for AG| above $59,000.

1989 Doliars
Current Law Option
Combined Eamings (Both Employed) 1/ 50,000 50,000
Other Forms of Income 0 0
Child Care Expenses 4,050 4,050
Adjus(ed CGross Income 50,000 50,000
~~ Standard Deduction -7,300 - 7,300
— Exemptions -11,200 -11,200 .
Taxable Incoma _ 31,500 . 31,500
Pre-Credit Income Tax Liability 4725 4,725
-- Child and Dependent Care Credit -810 -1,216
— $500 Child Credit S -1,000 -1,000
— Earned Income Tax Credit 0 0
Post-Credit Income Tax Liability 2,815 2,510
Change in Tax Liability From Current Law -405
Department of the Treasury December 4, 1997
Office of Tax Analysis
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MEMORANDUM

TO: Gene Speﬂiﬁg

. FROM: Marian Wright Edelman _
-DA'I—E: . Novembef 25 1997 Children’s Deivnse fund
RE: Fiscal Year 1999 and Beyond: Investing in Healthy, Safe, School-Ready
Children Z

I look forward to meeting with you on Monday at 3:00 p.m.

In developing your FY 99 budget, the Administration has an extraordinary opportunity to
help shape the direction our nation will take in the next century and millennium. The resources -~
whether from the budget surplus, reducing corporate welfare subsidies, restraining defense

'spending, new taxes on tobacco, a tobacco settlement, or redefined federal spending priorities --
are available to make the necessary investments in children. We urge you to make these
investments a reality by including in your FY 99 budget the following:

Child Care: ,

Quality Improvements: $1 billion a year over next five years
School-age Care: $1 billion a year over riext five years
Affordability: $1 billion a year for the next three years

$1:5 billion for fourth and $2 billion for fifth

year
Head Start:” $1 billion increase a year over next five years
Youth Violence Prevention: $500 million a year over the next five years
Each is descnibed below.

1. Child care. We applaud the Administration’s efforts to focus national attention on child care.
It is critical, however, for the FY 99 budget to invest enough to significantly solve pressing child -
care problems confronting so many families and children. Our budget requests arise out of
discussions before and' after the recent White House Conference on Child Care and focus groups
we have recently completed.

1 billion a vear for the next five vears to help states improve the
quality of child care The importance of the first three years of life in a:child’s development
is clear. Funding should be targeted towards helping states meet the goals of ensuring that
children begin school ready to leam; improving the quality of care for infants and toddlers; and
ensuring that children in child care are in safe settings that are adequately supported and

25 E Street NW
washington, DC 20001
Telephone 202 628 8787
fax 202 662 3510

- E-mail
cdfinfo @childrensdefense.org
Internct
wwnwy.childrensdeiense.org
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inspected. A varicty of approaches exist to improve child care quality including increased
funds for inspectiong o more training and education for child care providers. But all depend
upon additional funds which should be linked to specific, measurable outcomes that improve
program quality. Pollin d focus group su indicate that the quality of child care is
foremost on parents” minds. A strong Administration initiative to improve the quality of child
care will enjoy broad public support. Members of both parties have already introduced
legistation to improve child care quality. Parents apd the public support strong policies that
include standards to ensure that children are safe and well cared for in childicare programs.

Before-and-after-school care. At least $1 billion a year for the next five years to help
commaunities start, operate, and expand programs for children and youth before and
after school. during school holidays, and summer months. Parents and communities are
increasingly concerned about the need for more before-and-after-school care for school-age:,
children for good reason. Nearly five million children are home alone after-school. Juvenile
crime peaks betwéin 2:00 and 6:00 p.m. These proposed funds would: enroll 600,000 to
650,000 children i’ school-age programs. The price of not providing these services -- in
juvenile crime, teen pregnancies, and other societal costs - far outweighs their cost.

Affordability: At least $1 billion a year for three vears, $1.5 billion_in the fourth vear,
and $2 billion in the fifth vear ($6.5 billion over five years), in the Child Care and
Development Block Grant tg help low-wage, working families pay for child care. The
1996 welfare act requires millions of women to enter the workforce in low-wage jobs, joining
millions of other women already in the workforce whose incomes do not adequately cover the

_cost of child care. We now provide child care assistance to less than one in ten eligible

families. Direct subsidies, through vouchers or other means, are the most effective way of
helping these families whose incomes are simply too low to benefit from tax credits or
deductions. Whilé we hear that_the Administration is_considering improvements in_the
Dependent Care Tax Credit (DCTC) to help families pay for child care and support mothers
who choose to stay at home, tax credits are an ineffective mechanism for helping families in
createst need of assistance. The bulk of DCTC funds go to families earning over $30,000.
It is critical that any Administration initiative to help families with the costs of child care
focuses first on families with incomes below $35000. We estimate that up to 450,000
children in low-wage working families would benefit from the additional propesed funds for
the CCDBG program in the first three years. Additional increased funding levels are proposed
for the fourth and fifth years to address the increased demand for child care assistance that will
result as the work requirements of the 1996 welfare act take effect throughout the nation.

Child and Adult Care Food Program Improvements: $88 million a year for five vears
to enable CACFP to serve more children better. Programmatic changes are needed in the
Child and Adult Care Food program (CACFP) to better serve children both in child care and
after-school settings. The eligibility age for CACFP should be raised to 18 so that programs
serving adolescents can feed them. Changes are needed 10 make it easier for schools
providing before-and-after-school care to participate in CACFP and for recreation programs
and youth programs to offer CACFP snacks and/or meals. For-profit centers that serve
significant (25%) numbers of children eligible for free and reduced price school lunches should
be allowed to participate in CACFP; family child care homes should have their costs per meal
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increased; and sponsoring agency administrative costs should be 5increase<_i.-;’ Finally, child care
centers and family child care homes should have the option of serving children a fourth meal
or a snack. h :

2. Head Start. At least $1 billion a year increase for the next five years: If all children are
to enter school ready to learn, Head Start must be able to serve more children, reach families
earlier, and expand hours to help families moving from welfare to work. We are disappointed that
the Administration backed away from its initial commitrhent to fully fund Head Start by 1998, and
urge additional funds to allow Head Start to serve more children, maintain prograin quality,
gradually expand Early Head Start to serve younger children, and have the flexibility to extend
hours and months of operation to serve working families. '

3. Youth violence prevention. At least $500 million a year for the next five years to:
support a_juvenile jiistice prevention strategy. including a set aside iniany new juvenile *
justice legislation for Prevention activities. Congrebs is moving forward with a juvenile crime
bill (S.10) which would tum the clock backward for children and sets aside po money for
prevention activities. It also has just passed a Commerce, State, Justice appropriations bill for FY
98 authorizing a new “juvenile accountability block grant” that allocates no money for prevention
activities. We hope the President will use his veto pen to block these very bad policies from
becoming law, and provide stronger leadership in directing attention to the importance of effective
juvenile crime and" violence prevention activities and keeping children safe. Rand and other
studies have shown that more costly prisons do not work and all of us must be concerned about
the growing criminalization of minority youth and their treatment as adults. We wilf be mounting
a strong campaign against S.10 but the Administration’s leadership is crucial

4. Youth jobs. Weturge the Administration to develop a youth jobs initiative to address
widespread youth uttihployment and_hopelessness.t’ Although the overall-unemployment rate
has dropped to new lows, the lack of employment opportunities for young people, especially in
fow-income communities, remains a deep and serious problem. The unemployment rate for
youths ages 16 to 19 in October was 15.3, over three times the 4.7 over-all unemployment rate.
Yet funding for employment programs for at-risk youths has steadily declined. The Job Training
Partnership Summer Youth Employment program currently provides about $130 million --
drastically below its pre-rescission 1995 level of nearly $600 million.” The Administration can play
a leadership role in promoting a youth employment initiative. Over the next fifteen years, the
number of young adults ages 18 to 24 will grow by 22 percent or 5.4 million. We need to begin
now to address the problems many of these young workers will face and give them a sense that
staying in school and avoiding anti-social behavior will be rewarded with a job.

5. Housing, educatio'ﬁ",:‘ child health, child welfare, and welfare-to-work. A number of other
budget areas affectingéchildren need to be adequately funded in the FY 99 budget and beyond

including: Child Welfare: We are disappointed that the increases needed to make the new
adoption and foster care legislation workable were not included in the final legislation, and urge
the Administration to work towards making those resources available in the future as the new
legislation takes effect. Child Health: We deeply appreciate the Administration’s leadership and
support in expanding child health coverage. We believe that the $48 billion allocated over the
next decade under this new law will reach at least half of the more than 10 million uninsured
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compiete this task. Housing: Inadequate housing plagues millions of families with children.
Homeless shelters and rat-infésted, overcrowded, unsafe housing are no places for children to
grow up. This Administration needs to address the housing crisis in America in a determined
fashion to prevent a generation of young people from growing up without adequate shelter or any
sense of place and home. We strongly urge that the FY 99 budget include adequate funding for
housing programs for low-income families. Welfare-to-work: More needs to be done to address
the needs of those with the greatest barriers to employment like substance abuse, mental health,
domestic violence, and illiteracy problems to enable these populations to move from welfare to
work. :
.fgl

g/gencral/drildcare/draftssperling. doc



Fami|7-c‘4.i” faa T'ﬂ".‘Y’
1ema-ﬂ

Y

YMCA
We build strong kids,
strong families, strong communities.

August 7, 1997

Ms. Elena Kagan

Deputy Assistant to the President
for Domestic Policy

The White House

Washington, DC 20500

Dear Ms. Kagan:

Thank you for your recent letter acknowledging the YMCA of the USA’s participation in
a discussion group on the upcoming White House Conference on Child Care. As one of
the nation’s largest providers of school-age child care, it was an honor for us to be invited
to contribute to the discussion.

A few months ago, as part of our ongoing effort to remain engaged in the planning
process for this fall’s conference and at the request of Joan Lombardi, Associate
Commissioner, Administration on Children, Youth and Families’ Child Care Division, the
YMCA of the USA submitted to various staff of the Council a concept paper on the
conference. It was our hope that the paper would be used as a discussion tool by you and
your staff as you considered possible formats and outcomes for the conference. In the
event that you did not receive a copy, I have enclosed one for your review. We would
greatly appreciate any consideration you could give to our thoughts.

In the meantime, if you have any questions regarding our suggestions, please do not

hesitate to contact me at (202) 835-9043. Ilook forward to future opportunities to work
with the Administration toward the goal of promoting high quality child care.

Sincergly, ,

ohn Brooks
Senior Associate

Enclosure

cc: Jennifer Klein, Special Assistant to the President for Domestic Policy

YMCA of the USA « Public Policy « 1701 K Street, N.-W., Suite 903 « Washington, D.C. 20006
202-835-9043 e toll-free: 800-932-9622 » fax: 202-835-9030 « hup://www.ymca.net

YMCA mission: To put Christian principles into practice throngh programs that build healthy spirit, mind, and body for all.
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THEME:

The YMCA of the USA believes that the theme for the conference should be both
inclusive (early childhood and school-age; center-based, school-based, family home day
care, and corporate care) and visionary (child care as an investment in our future).

Also, we should seek to highlight the importance of high-quality care in developing
strong kids, strong families, and strong communities.

The YMCA of the USA respectfully submits the following conference themes for your
consideration:

* Child Care 2000: Meeting Needs of Families in Changing Times
* Child Care 2000: Developing Strategies, Identifying Solutions

o Child Care 2000: The Opportunities Ahead

¢ Child Care in Changing Times

DURATION:

A two-day conference.

MESSAGE POINTS:

The YMCA of the USA believes that it will be important for the conference to promote
three (3) clear, concise messages: high-quality child care is important; child care should
be available and affordable for those who desire it; and comprehensive, full-service
child care should be a goal of all child care programs. Furthermore, each conferee has a
role to play in ensuring the success of these three goals.

* High-Quality Child Care. All children in child care deserve a high-quality
program, including those from low-income communities. One of the strengths of
YMCA child care is that it brings together families and children from different
socioeconomic classes, cultures, and experiences. This interaction helps children
develop their social skills and appreciate their differences as well as their
similarities.

o Available, Affordable Child Care. High-quality, affordable child care should be
available for all working families. However, attaining such a goal will require a
commitment of resources from a variety of areas, including: government,
nonprofits, and businesses. YMCAs recognize that we must all do our part to make
this vision a reality. Thatis why numerous YMCAs combine government funds,
private dollars, and YMCA scholarships to increase access to high-quality YMCA
child care for all families regardless of income level.

Concept Paper + White House Conference on Child Care * YMCA of the USA * Page 2



e Comprehensive, Full-Service Child Care. The importance of comprehensive, full-
service child care cannot be overstated. Child care for the 21st century will be
anything but traditional. If current trends are any indication, the demand for child
care for special-needs children and the need for child care during nontraditional
hours will only increase. Child care providers will have to become more visionary
in designing child care programs that meet the needs of the changing American
family.

AUDIENCE:

The audience for the conference will determine its scope and depth. Specifically, the
content of the conference’s workshops, plenary sessions, and working groups will be
influenced by the participants. Who are we attempting to influence? What behavior
are we seeking to change? What behaviors would we like to foster? The answers to
these questions and others could also help determine the conference’s impact and how
it will be highlighted in the media.

The YMCA of the USA encourages the Administration to involve the following groups
as part of the conference’s primary audience:

e Providers. Any conference on child care must include the perspective and expertise
‘of those who work on the front lines: child care providers. Therefore individuals,
organizations, and agencies that represent the following child care providers should
be invited to participate in the conference: early childhood providers; center-based
providers; school-age center and school-based providers; Head Start; and family
day care providers.

* Community Agencies. Community agencies also bring a unique perspective to this
discussion. The potential for collaboration and support between child care
providers and community agencies is enormous. Toward the goal of building
partnerships for improved child care quality and delivery, representatives from the
following agencies should be integral players at the conference: youth development
agencies that provide child care services, the family resource and support
community, and elementary education agencies.

e Government Agencies and Officials. Given the significant role government plays
in child care policy development and funding allocation and distribution, the
perspective of federal, state, and local government agencies and officials should be
considered. These pivotal government agencies and officials include: the President,
Congress, Governors, State Legislators, Federal and State Departments of Education
and Health and Human Services, and Mayors.

¢ Business Leaders. Business leaders also recognize the importance of child care.
Such umbrella organizations as the American Business Collaboration (Work/Family

Concept Paper * White House Conference on Child Care ¢+ YMCA of the USA * Page 3



Institute) and the U.S. Chamber of Commerce should be considered - both as
potential collaborators and funders - in planning for the conference.

PRINCIPLE PLAYERS:

The principle players for the conference should add expertise and credibility. They
should also be able to provide representation from among their membership. Each of
the principle players should be invited to play a role in planning and facilitating the
conference. .

The White House, the YMCA of the USA, the American Business Collaboration, the
National School-Age Care Alliance, and the National Association for the Education of
Young Children should make up the principle organizers for the conference.

* The White House. The White House would bring instant credibility and stature to
the conference. Indeed, the President has the opportunity to raise tremendous
awareness about the challenges and opportunities facing our nation’s child care
system. This conference would also give the White House the opportunity to
reconfirm its commitment to improving the lives of children, families, and
communities.

* YMCA of the USA. YMCAs deliver quality child care and collaborate with other
providers and community agencies to provide comprehensive programs and
services for children and families. YMCAs provide child care to diverse
communities. In addition, integrated into YMCA child care programs are the
character development principles of caring, honesty, respect, and responsibility.

¢ American Business Collaboration. The American Business Collaboration is a
business strategy intended to increase the supply and quality of dependent care
services. The Collaboration would add an often unheard voice to the chorus of
those seeking to raise awareness about the importance of child care: businesses.

Such companies as AT&T, IBM, American Express, and Eastman Kodak are among
the Collaboration’s members. The Collaboration recognizes the important role child
care plays in employee productivity, retention, commitment, and morale.

* National Association for the Education of Young Children. The National
Association for the Education of Young Children (NAEYC) is a membership-
supported organization of providers, advocates, and educators committed to
fostering the growth and development of children from birth through age 8.

* National School-Age Care Alliance. The National School-Age Care Alliance
(NSACA) is the professional organization that represents school-age child care
(SAC) professionals, providers, and advocates. NSACA members are comprised of
SAC providers who work directly with school-age children, child care directors

Concept Paper * White House Conference on Child Care + YMCA of the USA * Page 4
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who administer SAC programs, youth-serving agencies, not-for-profit and for-profit
entities, local and state agencies with children as part of their mission, educators,
and any individual interested in the well-being of children and youth.

OBJECTIVES:

The YMCA of the USA firmly believes that it is vital to identify several objectives for
the conference. Conference participants, presenters, and the general public need to
understand what the conference is intended to accomplish.

We recommend focusing on the following objectives:

To Educate and Inform families, providers, educators, funders, pelicymakers, and
others about the child care field;

To provide a forum for child care providers, funders, and policymakers to
Network, Plan, and Collaborate about how to improve child care policy and
service delivery;

To provide a venue for child care providers, funders, and policymakers to Share «
Successful Models of effective, efficient child care delivery; .

To Offer Technical Assistance to child care providers;
To Develop Partnerships between Government, Businesses, and Nonprofits

toward the goal of improving the quality of child care and expanding child care
delivery.

i%
v¥ L]

FORMAT:

This is the part of the conference where the work actually gets done. The YMCA of the
USA believes that the most effective way to both communicate information and have
interactive participation between conference participants is to prepare a conference
format that combines:;

Working Groups on specific topics. Working groups should contain a combination
of child care providers, policymakers, educators, and potential funders. In addition,
each working group should be charged with a specific task. For example, one
working group could be asked to create a model child care delivery system, while
another could focus on how to deal with the issue of providing child care to poor
and low-income families.

Concept Paper ¢+ White House Conference on Child Care + YMCA of the USA + Page §



¢ Workshops on individual issues. Workshops could be conducted on a number of
topics, including: early childhood, school-age, special-needs, child care during
nontraditional hours, and developing partnerships.

* Plenary Sessions that focus on child care trends. These sessions would bring
together all conference participants and would be a good time to promote the
conference’s broad themes.

e Child Care Information Forum that would give researchers, educators, providers,
and others an opportunity to share information with conference participants in an
informal environment.

TOPICS:

The appropriate topics will add substance to the conference format. The YMCA of the
USA recommends the following topics and potential presenters for your consideration:

* Funding. This is always a popular topic at child care conferences. The LS.
Department of Health and Human Services, the National Governors’ Assocation, and the
American Business Collaboration could assist in this area.

© Staff Retention and Compensation. The changing and developing child care
workforce should be of concern to all of us. The Center for the Early Childhood
Workforce could assist in this area.

» Collaboration. With limited funding for child care programs for poor and low-
income families, it will require collaboration between the various child care
providers to meet the growing demand. The YMCA of the USA, the National
Recreation and Parks Association, and the National Association of Elementary School
Principals could assist in promoting program models and the benefits of
collaboration.

* Quality. The importance of quality child care programs cannot be overstated. Both
the National Association for the Education of Young Children and the National School-Age
Care Alliance understand this and could assist in this area.

* Research and Evaluation. How can we prove the benefits of high-quality child
care? Research and evaluation. The Carnegie Corporation of New York, Yale
University’s Bush Center, and the High Scope Foundation (Ypsilanti, Michigan)
could offer great insight into this area.

® Training. One way to improve child care quality is to adequately train child care

providers. Both the Wellesley College School-Age Child Care Project and the YMCA of
the USA have extensive experience in training child care providers.
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e Advocacy. The recent welfare reform debate on the national and state levels
demonstrated the importance of effective child care advocacy. Seasoned veterans in
this arena include: the Children’s Defense Fund, the Child Care Action Campaign, and
the YMCA of the LISA.

CONFERENCE OUTCOME:

The YMCA of the USA recommends two specific activities to complement the
conclusion of the conference.

¢ Provide a written summary of the conference. This summary would not only
clarify any proposed strategies developed during the conference, but it could also
serve as an information resource for those who were not able to attend. In addition,
a conference summary report would go a long way toward garnering widespread
support for the conference’s objectives.

» Issuea call to action. A call to action would encourage conference participants and
observers to take action once they return to their individual communities. For
example, conference participants could pledge to take specific steps to improve
child care quality, accessibility, affordability, and availability in their local
communities.

YMCA of the USA:

Throughout this concept paper, we have attempted to demonstrate our investment in
child care and our commitment to the White House conference. In short, YMCAs have
great insight and experience in the child care profession, and we would like the
opportunity to work closely with the White House on this conference. But beyond our
ability and desire to host workshops and ensure conference participation from YMCA
child care and community development professionals, we are also prepared to partner
with the White House in the following ways:

e Provide YMCA child care centers for site visits by conference participants. There
are several YMCA child care programs in operation throughout the Washington,
D.C., metropolitan area. Conference organizers and participants could visit one of
our model YMCA child care programs. In addition, our facilities could be open for
press conferences related to the White House conference.

e The YMCA of the USA and the White House could jointly seek foundation and
corporate funding support for the conference. A joint application for funding from
the government and a private nonprofit might receive favorable attention. Any
decision on whether or not to pursue this course would have to be made soon, given
that the conference is scheduled for this fall.

R
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R JEANNE BROOKS-GUNN, Pu.D.
( ) VIrGINIA & LEONARD MARX PROFESSOR
CHILD DEVELOPMENT & EDUCATION

Center
for
Young
Children August 15, 1997
and
Familics

Elena Kagan

Deputy Assistant to the President for Domestic Policy
The White House

Washington, D.C. 20502

Jennifer Klein

Enecial Ascistant to the President for Domectizc Pelicy
2nd Floor West Wing

The White House

Washington, D.C. 20502

Re: White House Conference on Child Care

Dear Elena and Jennifer,

i it was an honor to attend one of the planning sessions this summer for the upcoming White
House Conference on Child Care. The mix of attendees was terrific, as was the leadership of your staff
and Joan Lombardi. As requested, some thoughts about the direction and impact of the Conference on
Child Care are summarized in this letter. If you would like more detail on any of the following points,
please do not hesitate to contact me. This letter is brief, as | am sure that you are coordinating lots of
responses and opinions.

The Conference needs to address the child care needs of all American families. While all of us
are particularly concerned about child care for poor families, especially those in which parents are in the
{low wage job market, child care cuts across social class and ethnic groups. it is a universal problem. No
group is immune from the hassles of finding and keeping affordable child care. And, with respect to
quality, low quality child care exists for middie income as well as poor families.

The Conference planners need to consider hiow to handle the issue of age of child, since the
needs of families and types of child care availabie change over iime. As a researciier, | think about four
age groups or childhood transitions--infancy, toddlerhood, preschool, early elementary school. Of course,
after school care is also a concem for late elementary school and for middle school students and their
parents. However, | see the issues as quite different (usually framing them in terms of after school
athletic, artistic, and academic programs and community connections/civic responsibility). At the least,
though, | would not omit the difficult child care issues for kindergartners {almost half of whom are in half-
time kindergarten programs). Also, the Conference could make the point that child care needs to not end
at the school door {i.e., what do we need to do vis-a-vis wrap around care and afiter school programs for
our 5 to 8 year olds?).

When considering the preschool child, the Conference might stress that the majority of 4 year
olds (as well as 5 year olds) are in some type of preschool, prekindergarten, or junior kindergarten. This
is true of children whose mothers are working and those whose mothers are not. The question of early
education and child care begin to blur at about age 4. Another point to stress when thinking about the
universal needs of children and parents in our country today.

TEACHERS COLLEGE + COLUMBIA UNIVERSITY * 525 WEST 120TH STREET, NEwW YORK, NY 10027
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The Conference planners need to find a common meeting ground among the groups advocating
for different solutions (good luck!). For example, one important strand is to focus on educating parents
about quality care and helping parents advocate for better and accessible child care in their
communities. At the same time, we do not want parents tc feel that the burden is theirs, alone. | might
have an education campaign for parents on child care {(would love to work on this).

Clearly, public and private seclors have a role to play--business in strengthening links/providing
benefits/providing time off for parents with children (i.e., cafeteria benefit plans, family leave, and so on).

The public sector needs to be a major focus, especially early education. Many other countries
have essentially extended elementary school downwards—kindergarten becomes full day, 4 year old
programs are housed in public schools. Federal and state programs also can move the field of early
education. For example, Head Start (and programs like it) could be extended to families above the
poverty threshold, using sliding scales for fees. We have done this for Medicaid (even before the 1997
Budget Bill) and certainly could do it for preschool education/Head Stan. Or, subsidies can be extended
(see the neat program in lllinois as an exemplar. | think that parents eaming up to $22,000 dollars, or a
bit more, will be eligible for child care subsidies).

One of the big issues is whether we attack the problem of accessibility and quality by focusing on
the most vulnerable children across the first § years, or whether we focus on extending universal
preschool education down to age 3 or 2 1/2. The latter has the benefit of being more universal and
having more public supponrt. The former, of course, has the benefit of helping our most needy. Perhaps a
compromise might be to focus on universal {or closer to universal} 3- and 4-year-old programs and full
day kindergariens, with more attention to vulnerable children's child care needs in the first three years of
life.

In terms of preschools for majority of children (a possible goal) of a certain age, the White House
could involve the governors. Preschool education for the children and child care for the parents, as one
goal, might be very appealing to some governors.

The issues with infants and toddlers are different. Center-based care for the little ones is really
expensive. It is unlikely that even a significant minority of our one-year-olds are going to be in center-
based care in the foreseeable future. So | would try to separate the age groups and, for young children,
stress multiple arrangements. Family-care homes have a big role to play with the youngest set. Training,
credentialing, and increasing supply are the Issues in family-care for young children. Stability is the other
big issue for the little ones. One reason to separate some of the child care issues by age of child is that
the President's and First Lady's recommendations/programs might be quite different for the younger than
older children. How about some sort of training program for child care providers of young children? We
have thought of some sorl of Americorps or EZcorps (being in New York City) focusing on child care
provision/home visiting/literacy.

A final question is how to raise awareness of public so that preschool education and infant child
care becomes a community goal, a partnership hetween parents and community institutions.

| will be away from the office until after the Labor Day Holiday. However, if you need to reach
me before then, please contact my assistant Veronica Holly at 212-678-3338. Again, please do not
hesitate to contact mel

Sincerely,

Jeanne oks-Gunn
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Ms. Melanne Verveer 67

Assistant to the President

and Chief of Staff to the First Lady
The White House

Washington, D.C.

Ms. Elena Kagan

Deputy Assistant to the President
for Domestic Policy

The White House

Washington, D.C.

Dear Melanne and Elena:

It was a tremendous honor to be invited to the White House and to have a voice in shaping the President’s Fall
Child Care Conference. As we all realized in our group session on June 27th, there are numerous issues to be
studied and discussed, three of which are of particular importance from my experience and point of view:

National Standards:

First, our focus needs to be on setting national standards for the quality of child care delivered to our children.
Each child is unique, precious and unrepeatable. Every child deserves the best we can offer. As a nation, we
cannot be satisfied with settling for minimum requirements and in some states, no requirements. We need to
establish high quality standards which safeguard our children across the nation in all child care settings.

The lack of a clearly articulated high quality vision of child care reflects a lack of respect for our children. We
need to correct the existing situation and demonstrate the importance of our children to our future.

Public Awareness:

In combination with established standards, there must also be a Public Service or National Media Campaign for
raising parental awareness of what quality care should look like for their children. Here is where I believe the
President can use the Conference, as we need the Federal Government’s support in order to accomplish this.
The President and the First Lady’s conference on early childhood development held this past April was a
wonderful step in the right direction. We need more of these conferences convened by people in positions of
leadership across disciplines, particularly corporate leaders. Although the Fall Child Care Conference will not
be on the same scale, the best model I have recently seen was the Presidential Summit for America’s Future
where leaders in government, business, nonprofit and academics come together around a clearly articulated
goal and well defined measurables for success. The converging of these disciplines is the key for success.

One International Place + Boston, Massachusetts 62110 - phone 617.330.8687 fax 617.330.8685

BOSTON - SAN FRANCISCO - CHICAGO - LOS ANGELES + NEW YORK
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The Fall Child Care Conference’s goal could include initiating a public opinion strategy which seeks to educate
working parents about what they should want and expect from their child care providers. Children deserve the
best, so we must help everyone better understand what the best looks like.

Vehicle For Success:

The President has already acknowledged the value of corporate partnering with child care providers in order to
support employees and their families. Many of the Fortune 1000 businesses are pursuing creative models in
providing their employees with high quality child care options. Currently we work with over 150 blue chip
companies, providing the highest quality worksite backup child care for their employees. In 1996, we had
10,000 children registered who used our work/family centers 30,000 times. The conference should focus on
sharing success stories of these companies and using them as models to be emulated.

Smart business people know that market forces include the well-being of employees. Children are essential to
employee happiness, creativity and therefore productivity. Now, corporate awareness needs to be raised that
quality child care is a business imperative. To quote one of our clients, David Vitale, Vice Chairman of First
National Bank of Chicago, “By providing quality backup child care, employers no longer are asking employees
to choose between the well being of their company and the well being of their children.”

I very much thank you for the opportunity to share these ideas and I am committed to helping you in any way
in preparing and delivering the conference.

Most sincerely,

Rosemary Jord4
President

Enclosures

One International Place - Boston, Massachusetts 02110 - phone 617.330.8687 fax 617.330.8685
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Director of Corporate Alliances

539 Fernwood Road
Murrells Inlet, South Carolina 29576
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Ms. Elena Kagan - Y
Deputy Assistant to the President OV \L T
for Domestic Policy
THE WHITE HOUSE 8&. o

1600 Pennsylvania Avenue
Washington, DC 20500

Dear Ms. Kagan:

In a recent conversation with my colleague, Madeline Fried, she indicated that she had
attended a meeting on June 27th at The White House, regarding the Conference on Child
Care planned for October 1997. At the end of that meeting, the attendees were asked to
submit concrete ideas for initiatives which could be introduced by President Clinton to
impact the availability and affordability of quality child care. As we talked, it occurred to Ms.
Fried and myself that Work/Life Benefits (WLB) is in a unique position to make suggestions
regarding changes that could significantly affect the funding for high quality child care for
working parents.

In order to understand the perspective from which these suggestions are submitted, it is
helpful to understand our business. WLB offers employers work/life benefit programs which
help employees balance their work and personal life issues. In addition, WLB assists
employers by providing administrative services for many benefit plans which link the funding
mechanism to the work/life balance program; in many cases by providing customized
voucher applications. One of the main administrative functions which we handle is for the
IRS Code Section 129 Plan, or the Dependent Care Assistance Plan (DCAFP). This plan
allows employees to put aside up to $5,000 per year, TAX FREE, to pay for work-related
dependent care. The DCAP offers a tremendous financial vehicle for working parents to
make quality care more affordable. Unfortunately, they are structured in such a way that
many parents, especially lower income parents, are not electing to participate in them.

As part of our service, we provide employees with a toll-free information line regarding the
DCAP. We have heard from thousands of frustrated, confused and disappointed parents
who did not understand the plan or who were afraid to commit to the program. It is our goal
to help these employees understand the complex regulations governing the plan. We also
want to help them understand that the plan may help them afford higher quality care. The
following suggestions for changes to this program come from listening to these employees.
For ten years, we have administered the DCAP for over 700 employers with over 2 million
employees nationwide.

At
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The Youcher Corporation
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SUGGESTED CHANGES TO IRS CODE SECTION 129:

e INCREASE THE $5,000 CAP. Despite the fact that the DCAP has been available for
over 10 years, the $5,000 limit has not changed. We suggest the limit be increased as
the cost of quality care has increased significantly in relation to household income. The
limit should be tied to the number of children requiring care as well. Currently, the same
dollar limit applies to all parents regardless of the number of children in care.

» CHANGE “USE IT OR LOSE IT” PROVISION. Participation in the DCAP requires an
employee to commit a dollar amount to the plan prior to the beginning of the year. If the
parent does not use that amount, they lose it. This provision intimidates most
employees, especially those just making it from paycheck to paycheck. It is very difficult
for employees to predict exactly what their child care expenses will be so far ahead of
time.

¢ CHANGE THE “NON-DISCRIMINATION TEST"” TO ALLOW FOR SELF-EMPLOYED
AND SMALL BUSINESS PARTICIPATION IN THE PLAN. Currently, self-employed
individuals can not participate in the plan due to testing requirements. In addition, there is
no incentive for a small business to establish plans for employees because the highly-
compensated group and the owner/employee cannot participate. This should be changed
to encourage small business owners to implement the plan.

o ALLOW GOVERNMENT EMPLOYEES TO PARTICIPATE IN THE PLAN. Currently,
government employees do not have access to a DCAP.

¢« INCREASE THE AGE OF THE CHILDREN WHO QUALIFY FOR THIS CARE. Several
years ago the age of the child qualified for care under the plan was lowered from 15 to
13 years-of-age. Parents feel that the age should be changed back to 15, and that
summer over-night programs should qualify. It is many of these children, ages 13 to 15,
for whom parents are most concerned, especially during summer months. These
children need direction and quality programs to attend. These programs have a price
tag attached.

e CHANGE LANGUAGE TO ALLOW FOR PAYMENT FOR SERVICE PRIOR TO
SERVICE RENDERED. Currently, the plan only allows for payment for child care
services after the service has been rendered. In order for employees to purchase
quality child care services, they must commit to payment for services prior to the service
being rendered. In many cases, the payment is due on the first of the month or the first
day of the week. If the parent can not be reimbursed for that payment until the service
is rendered, it causes a cash flow problem which prohibits the use of the plan for many
lower paid employees.
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+ ENCOURAGE EMPLOYERS TO PROVIDE TAX-FREE SUBSIDIES FOR CHILD
CARE TO LOW INCOME EMPLOYEES. There are many employers attempting to
provide financial assistance to low-income employees. These employers are restricted
in the design of the subsidy programs by IRS Code Section 129 regulations. A special
provision should be established to encourage employers to subsidize child care which
does not impose Section 129 restrictions on the program. These subsidies could be
instrumental in the success of the “Welfare to Work” Program.

By changing the restrictions currently in effect for the DCAP, President Clinton could greatly
increase the funding for quality child care for hundreds of thousands of American workers.
Bringing more attention to the DCAP would also raise the awareness level of employees
who may not be familiar with or comfortable with complex tax-related benefit programs.
Similar to the 401(k} Plans, there will be an increase in the utilization of these programs as
employees become more educated about them. The increased funding of the DCAP would,
in effect, increase the future development of quality child care as the demand would rise.

In addition, President Clinton can send a strong message to employers by endorsing
proposed legislation, S.2088, The Child Care Infrastructure Act, introduced by Senator Kohl
of Wisconsin. The Act calls for incentives to employers who are willing to put programs in
place which will increase quality and quantity of child care.

All of us at Work/Life Benefits are dedicated to helping employers and employees with
dependent care issues. We are delighted that President Clinton has put so much emphasis
on increasing quality child care. The White House Conference on Child Care would be the
perfect opportunity to address how to make this care more affordable to the average

worker. If there is any way we can be of assistance in future planning for the conference,
please feel free to contact me directly at (803) 651-1744. We would be proud to be a part of
this important initiative.

Very truly yours,
WORK/LIFE BENEFITS

Carey Fleming
Director of Corporate Alliances

CF:hr

cc: Ms. Melanne Verveer, Assistant to the President, Chief of Staff to the First Lady
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MEMORANDUM FOR DISTRIBUTION

FROM: ELENA KAGAN
DEPUTY ASSISTANT TO THE PRESIDENT
FOR DOMESTIC POLICY
RE: DEPUTIES MEETING ON CHILD CARE INITIATIVE

As you know, the President announced that he will unveil a child care initiative in his
1998 State of the Union Address. The Domestic Policy Council has been leading a policy
development process, with significant input from various federal agencies and White House
offices, to develop policy options on child care for the President’s consideration.

The purpose of today’s Deputies-level meeting is to discuss various policy options for the
child care initiative that have been developed over the past months. At the meeting,
representatives from the Departments of the Treasury, Health and Human Services, and
Education will make brief presentations of several proposals, with the balance of the meeting
reserved for discussion.

Attached for your review please find several documents: 1) an overview paper which
outlines current federal investment in child care, proposes goals for a new child care initiative,
and summarizes the policy options for discussion at the Deputies meeting, and 2) the policy
proposals developed by various agencies (which are summarized in the overview paper).

DISTRIBUTION:

Rebecca Blank, CEA
Carolyn Becraft, Defense
Bobbie Greene, OFL
Eric Holder, Justice
Gene Sperling, NEC
Jack Lew, OMB

Kevin Thurm, HHS
Kitty Higgins, Labor
Olivia Golden, HHS



Terry Peterson, Education
Yvette Jackson, Agriculture
Amy Finkelstein, CEA

Anne Lewis, NEC

Barry White, OMB

Bob Litt, Justice

Cheryl Dorsey, Labor

Emil Parker, NEC

Janet Holtzblatt, Treasury
Joan Lombardi, HHS

Jon Schnur, Vice President’s Office
Jonathan Gruber, Treasury
Karl Scholz, Treasury

Mary Bourdette, HHS

Paul Leonard, HUD

Pauline Abernathy, Education
Robin Leeds, OPL

Susan Wilhelm, Education
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CHILD CARE INITIATIVE

Overview of Current Federal Investment in Child Care

The Federal government invests in child care in a variety of ways. The two principal
mechanisms designed to help parents pay for child care are the Child and Dependent Care Tax
Credit (CDCTC) and the Child Care and Development Block Grant (CCDBG):

. Child and Dependent Care Tax Credit (CDCTC). The CDCTC provides tax relief to
taxpayers who pay for the care of a child under 13 or a disabled dependent or spouse in
order to work. The non-refundable credit is equal to a percentage of the taxpayer’s
employment-related expenditures for child or dependent care, with the amount of the
credit rate depending on the taxpayer’s adjusted gross income. The Federal government
spent approximately $2.6 billion on the CDCTC in 1997.

. Child Care and Development Block Grant (CCDBG). The CCDBG is the primary
Federal subsidy program devoted to child care, enabling low-income parents and parents
receiving Temporary Assistance for Needy FFamilies (TANF) to work or participate in the
educational or training programs they need in order to work. Welfare reform increased
federal funding for child care by approximately $4 billion over five years (FY 1997 - FY
2002), and it consolidated four child care subsidy programs into the CCDBG. The funds
are distributed primarily by formula to the States to operate direct child care subsidy
programs and improve the quality and availability of care. The Federal government spent
$2.9 billion in direct child care subsidies in FY 1997, serving a little more than one
million children.

In addition, the $500 per-child tax credit in the Balanced Budget Act can provide significant
additional support to help parents meet child care costs.

In addition to these programs, the federal government runs a food program for child and adult
day care centers through the USDA and invests in after-school programs for school-age children.
The Child and Adult Care Food Program (CACFP) provided meals to approximately 2.5 million
children in approximately 35,000 child care centers (including after-school centers) in 1997. The
General Accounting Office identified the CACFP as one of the most effective vehicles for
reaching family child care providers and enhancing care in home-based settings. After-school
programs are supported through a variety of initiatives, including the Department of Education’s
21st Century Learning Centers, funded at $40 million for FY 1998, which will provide after-
school program opportunities in public schools for a million children.



Goals of New Child Care Initiative

The goals for the Child Care Initiative will drive decisions on how to invest limited additional
resources. Agency representatives generally have argued for a child care initiative addressing
each of the following goals:

Helping more parents afford child care
Assuring safety and quality in child care
Making child care more available

wd b —

These goals and their prioritization of course remain open for discussion and debate. A child
care initiative could decide to focus on one or two of these goals, rather than all three,

Policy Options

The remainder of this memo outlines policy options relating to the goals of affordability, safety
and quality, and avatlability. Some of the options address more than one of these goals, but are
placed in a single category for organizational purposes.

I. AFFORDABILITY

In order to help more parents afford child care, the Administration could: 1) expand the Child
Care and Development Block Grant and/or 2} modify the Child and Dependent Care Tax Credit.
The pros and cons of building on one or both of these mechanisms are discussed in the attached
papers prepared by the Departments of the Treasury and HHS. Information on the way the two
mechanisms assist low-income families appears below, followed by policy options relating to
each.

CCDBG CDCTC

Current Federal funding level | $2.9 billion (FY 1997) $2.6 billion (FY 1998)

Eligibility criteria Families (TANF and non- Taxpayers who pay for at
TANF) with children under least 50% of the care of a
13 who need child care and child under 13 and/or a
earn less than 85% of state disabled dependent or spouse
median income in order to work.

% of overall dollars in 100% 19%

program going to families '

with AGI below 200% of

poverty

[
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CCDBG

CbCTC

% of families with AGI
below 200% of poverty and
children under 13 who
receive assistance under
program

12% (of potentially eligible
families)

13%

Amount of federal assistance

$2,200 (average, annual
federal subsidy per-child)

$494 (average tax relief per
family with AGI below 200%
of poverty)

1. Increase Federal Investment in the Child Care and Development Block Grant

There are three options for additional investment in the Child Care and Development Block

Grant:

OPTION ONE: Increasing CCDBG funding based on current formula.

OPTION TWO: Increasing CCDBG funding and working with states to set specifiedy_
benchmarks or performance standards for use of additional funding (e.g. to expand eligibility,
make co-payments more affordable, improve reimbursement rates).

OPTION THREE: Increasing CCDBG funding and requiring that funds are targeted to reach
families of a specified income level or to pay child care costs for children of a specified age

level.

For each of these options, using HHS estimates, for every $100 million of annual additional
investment in the CCDBG, the child care costs of at least an additional 35,000 children from
families with incomes below 200% of poverty will be subsidized:

Increased Investment in

CCDBG

Number of Additional
Children Reached

$100 million/year or more
than $500 million/5 years

Approximately 35,000/year

$300 million/year or more
than $1.5 billion/5 years

Approximately 105,000/year

$500 million/year or more
than $2.5 billion/5 years

Approximately 175,000/year

L2
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Increased Investment in Number of Additional
CCDBG Children Reached

$700 million/year or more Approximately 250,000/year
than $3.5 billion/5 years

$1 billion/year or more than | Approximately 350,000/year
$5 billion/5 years

2. Modify the Child and Dependent Care Tax Credit

The Child and Dependent Care Tax Credit is currently a non-refundable credit that may be
claimed by taxpayers who pay for the care of a qualifying individual (children under 13 years old
and/or disabled dependents or spouses) in order to work. The credit is equal to a percentage of
the taxpayer’s employment-related expenditures for child or dependent care. The amount of the
credit rate depends on the taxpayer’s adjusted gross income (AGI). The credit rate is phased
down from 30% (for taxpayers with AGI of $10,000 or less) to 20% (for taxpayers with adjusted
gross income above $28,000). The maximum amounts of qualifying expenses for which credits
may be claimed are $2,400 for one qualifying individual and $4,800 for two or more qualifying
individuals. Thus, the maximum credit ranges from $480 to $720 for a taxpayer with one
qualifying individual and $960 to $1,440 for a taxpayer with two or more qualifying individuals.

Four options are proposed for discussion:

OPTION ONE: Beginning in 1999, taxpayers would become eligible for the 30 percent credit
rate if their income is $18,000 or less. The credit rate would be phased down from 30% to 20%
for AGI between $18,000 and $45,000. In subsequent years, the starting point for the phase
down range would be indexed for inflation, as would the maximum amounts of qualifying child
and dependent care expenses that could be claimed.

IMPACT AND COST: The Department of the Treasury estimates that this option would
affect 2.1 million taxpayers with AGI below $45,000, providing an average tax cut
increase of $74. It would cost approximately $2.4 billion over five years (see Treasury
paper for fuller discussion). '

OPTION TWO: Beginning in 1999, taxpayers would become eligible for a 50% credit rate if
their income is $18,000 or less. The credit rate would be phased-down from 50% to 20% for
AGI between $18,000 and $47,000. In subsequent years, the starting point for the phase down
range would be indexed for inflation, as would the maximum amounts of qualifying child and
dependent care expenses that can be claimed.



IMPACT AND COST: The Department of the Treasury estimates that this option would
affect 2.2 million taxpayers with AGI below $47,000, providing an average tax cut
increase of $233. [t would cost approximately $4.6 billion over five years (see Treasury
paper for fuller discussion).

OPTION THREE: The CDCTC would be made refundable in 1999, thus allowing individuals
who do not have an income tax liability to claim the credit,

IMPACT AND COST: The Department of the Treasury estimates that this option
would affect 1.3 million families, mostly with AGI 160-200% of poverty,
providing an annual tax cut increase or refund of $407. It gvould cost approximately $6.9
billion over five years (see Treasury paper for fuller discussign). el

OPTION FOUR: In addition to making the CDCTC refundable, the phase-down would be
adjusted as described in Option One.

IMPACT AND COST: The Department of the Treasury estimates that this option
would affect 3.4 million families, providing an average tax cut increase or refund of
$347. 1t would cost would cost approximately $11 billion over ﬁve years (see Treasury
paper for fuller discussion).

II. SAFETY AND QUALITY

Four proposals to ensure safety and quality in child care will be presented for discussion:
increasing federal funds targeted to quality improvements, either by increasing funding for the
CCDBG (with its set-aside for quality improvements) or by establishing a separate quality fund;
increasing federal investment in education and training for child care providers; and establishing
a new fund for activities related to consumer education, technology development and utilization,
and data and research.

1. Increase Federal Funds Targeted to Quality Improvements

OPTION ONE: Increase federal funding in the CCDBG and thereby increase required 4% set-
aside for quality improvements.

IMPACT AND COST: For every $100 million of annual, additional investment in the
CCDBG, States would receive an additional $4 million in flexible funding for quality
improvements:



Additional Annual Increase in Quality Set-Aside
Investment in CCDBG Per Year
(4% of increase)

$100 million $4 million

$300 million $12 million
$500 miilion $20 million
$700 million $28 million
$1 billion $40 million

OPTION TWO: Establish a fund distributed to the States according to the CCDBG formula to
provide grants to communities to improve safety, quality, and learning for young children in
child care (see HHS paper for fuller discussion). This fund would differ from the 4% set-aside
for quality in the CCDBG because it would be designated for use by communities, rather than by
States, and because it would be targeted for to infants and toddlers.

IMPACT AND COST: This fund would build on the North Carolina model of
community grants known as “Smart Start.” HHS recommends a funding level of $800
million per year or $4 billion over 5 years to reach 1,000 communities; still needed is a
range of cost options and further impact analyses.

2. Increase Federal Investment in Provider Education and Training

OPTION: Build on the Child Care Provider Scholarship Fund announced by the President at the
White House Conference on Child Care, in which states provide scholarship funds to students
working toward a state or national credential, certificate or Associate, B.A. or B.S. degree. Child
care workers, who must commit to remaining in the field for at least one year for each year of
assistance received, will earn increased compensation or bonuses when they complete their
course work, provided by some combination of the scholarship fund and the worker’s employer.

IMPACT AND COST: For every $50 million of annual federal investment in the Child
Care Provider Scholarship Fund (matched with one State or Community dollar for every
four federal dollars), up to 50,000 child care providers will receive scholarship assistance.



Federal Investment in Child Number of Scholarships

Care Provider Fund Available
$50 million/year or 50,000/year
$250 million/5 years
$100 million/year or 100,000/year
$500 million/5 years
$150 million/year or 150,000/year

$750 million/5 years

$200 miilion/year or 200,000/year
$1 billion/5 years

3. Increase Federal Investment in Consumer Kducation, Research, and Technology

The CCDBG currently contains a 4% set-aside for quality activities, under which consumer
education 1s an allowable, but not a required expense. HHS reports that although some States are
investing some of their quality set-aside in consumer education efforts, these efforts are limited
and scattershot. Further, HHS reports that no funds are presently targeted to child care data and
research.

OPTION: Establish a new fund for activities related to consumer education, technology
development and utilization, and data and research. Funds would support research and
demonstration projects, a National Center on Child Care Statistics, a national child care hotline,
and a consumer education campaign to help parents select safe and healthy care for their children
(see HHS paper for fuller discussion).

IMPACT AND COST: HHS recommends federal investment of $50 million per year;
still needed is a range of cost options and further impact analyses.

[II. AVAILABILITY

Two options to make child care more available will be presented for consideration: 1) investing
in school-age care opportunities, and 2) providing incentives to businesses to create and/or run
child care programs.

1. Invest in School-Age Care Opportunities
Three options will be presented for consideration:

OPTION ONE: Expand the existing 21st Century Community Learning Centers program to
provide start-up funds to school-community partnerships to establish before- and after-school

7



programs for school-age children at public schools. This expanded program would target
additional funding to high-need communities (using eligibility requirements for the President’s
Title V Teacher Recruitment proposal), further concentrate on providing enriching after-school
programming for children, and require an increased local match to ensure that programs become
self-sustaining after receiving start-up funding (see Department of Education paper for fuller
discussion).

IMPACT AND COST: The Department of Education recommends annual federal
funding of up to $400 million. Using the Department of Education assumption of a one-
to-one local match and an average per-child cost of an atter-school program as $800/year
the Department estimates that this level of funding would enable the program to serve up
to 1 million children. Using these estimates, other levels of federal investment would

3

yield:
Federal Investment Approximate Number of
Children Served

$100 miliion 250,000

$400 million 1 million

$680 million 1.7 million (which would
double the current level of
participation in after-school
programs)

$800 million 2 million

OPTION TWO: Establish a fund to support after-schoo! program opportunities to be distributed
to the States according to the CCDBG formula, with matching and benchmark-setting
requirements. Funds would go through States directly to communities, with 50% targeted to
areas with high concentrations of poverty. These funds would enable communities to create new
programs and link already-existing community resources such as schools, libraries, parks, and
recreation centers to build the supply of school-age care and improve quality. The proposal is
modeled after the Making the Most of Out of School Time (MOST) projects (see HHS paper for
fuller discussion).

IMPACT AND COST: HHS recommends an annual investment of $300 million; still
needed is per-child cost and a range of investment options and further impact analyses.

OPTION THREE: Increase federal funding in the CCDBG and thereby increase CCDBG
dollars targeted to support after-school opportunities. HHS estimates that approximately one-
third of children currently served by the CCDBG are school-age.



IMPACT AND COST: HHS estimates a general increase in the CCDBG will
proportionately increase school-age slots by approximately 30%.

2. Provide Tax Incentive to Businesses

OPTION: Senator Kohl has introduced legislation to provide a tax credit to businesses that
incur costs related to providing child care services to their employees. Qualifying expenses
would include those a business incurs to build or expand a child care facility, operate an existing
facility, train child care workers, reserve slots at a child care facility for employees, or provide
child care resource and referral services to employees. The credit would cover 50% of qualified
costs incurred, but could not exceed $150,000 per year.

IMPACT AND COST: The Department of the Treasury advises that low-wage workers
are generally less likely to receive employer-provided fringe benefits than middle- and
higher-wage workers and that the proposed credit is therefore likely to benefit
disproportionately middle- and higher-wage workers. The Joint Committee on Taxation
has estimated the Kohl proposal to cost $2.6 billion over five vears.
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Affordability

Federal child care assistance in FY 1997 provides $2.9 billion in direct subsidies, serving a
little more than one million children. However, even with this substantial investment, only
10% of eligible children receive assistance. Due to the high demand for assistance, States
often set eligibility levels below the allowable income level established in the Federal statute.
For example, although a State can allow families up to 85% of State Median Income to
receive assistance, many States cut off eligibility at 130% of the Federal poverty level.
Therefore, many working families are not eligible for direct assistance and are also unable to
take advantage of the Dependent Care Tax Credit.

OPTION 1: Increase CCDBG funding without benchmarking or targeting.
Interaction with Current Program: The proposal is simply an increase in the CCDBG.

Cost Estimate: The Secretary has recommended a $700 million increase in the CCDBG to
expand the number of children served with subsidies. These funds would be matched at the
.FMAP (which averages arcund 56%).

Impact Analysis: An increase of $700 million in CCDBG would provide at least 250,000
child care slots in FY 99.

Pros:
e Gives States the flexibility to spend the funds as best fits its needs.
. Enables the States to serve more working families with subsidy through the CCDBG.

Cons:

. May not be targeted enough to reach the working poor population in need of child
care assistance.

(Wt
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OPTION 2: Increase the Child Care and Development Block Grant (CCDBG) funding
and require States to set benchmarks to make care more affordable and accessible for
low-income working families.

Interaction with Current Program: New funding will be provided through the CCDBG,
although in order to access additional dollars, each State would have to set benchmarks,
based on the State’s individual situation. The benchmarks would describe how States will
expand eligibility to serve more working families, make copayments more affordable, and
improve reimbursement rates. For instance, if a State currently sets eligibility at 130% of
the Federal poverty level, they may expand eligibility to 135% of poverty.

Cost Estimate: See Option 1 above.

Impact Analysis: An increase of $700 million in CCDBG would provide at least 250,000
child care slots in FY 99. Requiring States to set benchmarks will ensure that funds are
targeted to low-income working families.

Pros:

L Retains State flexibility to use funds for the particular child care needs of their
populations.

L Targets low-income working families without adding regulatory or administrative

' burden on the States.

. Focuses on results by requiring States to set and report on benchmarks.

Cons: :

L May have to provide technical assistance to States in order for them to set appropriate
and enforceable benchmarks.

. May not be sufficiently targeted to assure that funds reach specific age groups or

specified income levels. However, all funds would still reach low income families
that are eligible for CCDBG.
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OPTION 3: Increase CCDBG funding, but require that the funds be targeted.
OPTION 3A: Target the CCDBG increase to reach families of a certain income level.

Interaction with current program: Funding would be provided through the CCDBG. Every
State would be required; regardless of its individual situation, to assure that the additional
money goes to families at a specified income level.

Cost Estimate: Sce Option 1 above.

Impact Analysis: This option would assure that additional funds are targeted to working
poor families, rathcr than those families who are moving from welfare o work.

Pros:
° Provides a mechanism to target funds to more working poor families.

Cons:

* Limits the flexibility that States have under CCDBG to assess their own needs and
allocate funds accordingly.

® Restricts States’ ability to use the funds to move families from welfare 1o work.

o Recreates the type of administrative complications that the reforms in the Personal
Responsibility Act were designed to eliminate.
. May not achieve its goal due to a substitution effect. For examplc, States may move

the working families whom they already serve under this targeted funding and use the
existing funding on other families, leading to no net increase in the number of
working families served.

OPTION 3B: Target the CCDBG increase to reach children of a certain age.

Interaction with Current Program: Funding would be provided through the CCDBG.
Every State would be requircd, regardless of its individual situation, to assure that the
additional money goes to children in a specified age group.

Cost Estimate: See Option | above.

Impact Analysis: This option provides a mechanism to reach a spccific targeted population
based on the age of the children in the family. For instance, only a third of the children
currently served are school age. Therefore, a general increase in CCDBG will
proportionately only increase school age slots hy over 30%. Targeting could increase the
number and proportion of school age children affected.

Pros:
. Provides a mechanism to attempt to target funds to children in a certain age group.

W]
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Cons: .
° May not achieve its goal due to a substitution effect. For example, States may move

the children of a targeted age whom they already serve under this targeted funding
and use the existing funding on other children, leading to no net increase in the
number of children served from the specified age group.

e May restrict States’ ability to serve all children in families with children of ditferent
ages (one child may be eligible while a “non-target” age child may not be eligible for
the subsidy). -

e Takes away the flexibility that States have under CCDBG to assess their own needs
and allocate funds accordingly.

L Restricts States ability o use the funds to move families from welfare to work, by
constraining States’ priorities.

L Recreates the type of administrative complications that the reforms in the Personal :
Responsibility Act were designed to eliminate.

V72
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Moditying the Child and Dependent Care Tax Crcdlt
Currept Law

A axpayer may be eligible for a nonrefundable rax credit if he or she pays for the care of
a qualifying individual in order to work. Qualifying individuals include children under the age
of 13 and disabled dependents or-spouses. The credit is equal o a percentage of the taxpayer’s
employment-related expenditures for child or dependent care.

The amount of the credit rate depends on the taxpayer’s adjusted gross income. The credit
rate is phased-down from 30 percent (for taxpayers with adjusted gross income of $10,000 or
less) to 20 percent (for taxpayers with adjusted gross income above $28,000). The maximum
amounts of qualifying expenses for which credits can be claimed are limited to $2,400 for one
qualifying individual and $4,800 for two or more qualifying individuals. Thus, the maximum
cradit ranges from $480 to $720 for 2 taxpayer with one qualifying individual and $960 to
$1,440 for a taxpayer with two or more qualifying individuals.

Employees may exclude from their taxable income (and their earnings for social security
tax purposes) amounts their employers provide as child and dependent care benefits, including
cafeteria plan contributions. The exclusion is limited to $5,000 of child care expenscs per year
and does not vary with the number of qualifying dependents. The amount of the expenses
eligible for the child and dependent care credit is reduced dollar for dollar by the amount of
excludable expenses.

xtend Eligibili

Qption 1: Beginning in 1999, taxpayers would become eligible for the 30 percent credit
rate if their income is $18,000 or less. The credit rate would be phased-down from 30 percent
to 20 percent for AGI between $18,000 and $45,000. In subsequent years, the starting point
for the phase-down range is indexed lor inflation, as are the maximum amounts of quahfymg

child and dependent care expenses that can be claimed for the ercdit or the employer
exclusion. '

Option 2: Beginning in 1999, taxpayers would become eligiblc for a 50 percent credit
rate if their income is $18,000 or less. The credit rate would be pbased-down from S0 percent
to 20 percent for AGT between $18,000 and $47,000. In subsequent years, the starting point
for the phase-down range is indexed for inflation, as are the maximum amouats of qualifying
child and dependent care expenscs that cap be claimed for the credit or the cmp[oycr
exclusioq.

Option 3: The child and dependent care tax credit would be made refundable in 1999,
thus allowing individuals who do not have an income tax liability to claim the credit.

QOption_4: [n addition to making the child and dependent care tax credit refundable, the
phase-down range would be adjusted as described under option 1.

iy
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Cost and Numbcr of Families Affected by Various Options

Cost in Fiscal Year (millions) Number of | Average
Taxpayers | Tax Cut

2003 | 2007 | (1999)

1999 | 2000 | 2001 | 2002 | 2003 | 1999- | 1999. | with Cut } (1999) -

Option 1 | 39 192 1204 | 239 | 238 | 673 | 2,446 |2.1 miliion $74

Option2 | 132 | 613 | 543 | 550 | 555 |1,838} 4,638 | 2.2 million $223

Option 3 | 150 | 698 | 636 .} 683 747 | 2,167 | 6,880 | 1.3 million || $409

Option 4 | 215 | 1,014 | 965 | 1,068 11,205 | 3,261 | 11,078 | 3.4 miliion 8234

The child and dependent care tax credit parameters have not been adjusted for inflation
since 1982. Options 1 and 2 essentially adjust the child and dependent care credit for
inflation since 1982.

~ In 1982, néa.rly 6 percent of axpayers who benetited from the child and dependent
care tax credit were eligible for the maximum credit rate of 30 percent.

- But in 1999, very few taxpayers will qualify for the 30 percent rate because the
income threshold ($10,000) has not been incrcased since 1982 Options 1 and 2
increase the threshold from $10,000 o $18,000, the level it would be in 1999 if the
parameters had been indexed in 1982,

Through the tax system, assistance can be provided directly to parents for their child care
needs with low administrative costs.

Working parents can receive the credit by tiling a tax return and avoid the hassles and
stigina associated with applying for assistance through welfare offices.

Cons

*

The child and dependent care tax credit s not wel! targeted to those with low idcome.

| ©
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-- Under current law, about 1 percent of the child and dependent care tax credit is
received by families with money incomne in the bottom quintile and children under 13.
About 32 percent of the credit is received by those with income in the top quintile.

-- Taxpayers, who also claim the $500 child credit, will not benefit from an increase in
the child and dependent care t1ax credit unless their income is at lcast between 130 and
160 percent of poverty.

»  The [RS cannot easily verily child care expenditures. In 1988 about one-third of the
child and dependent care tax credit amounts were overclaimed on tax returns. While
compliance efforts since 1988 may have reduced this error rate, these initiatives bave not
significantly improved [RS’s ability to verify expenditures,

B

Low-income taxpayers will not benefit from an expansion of the child and dependent care
tax credit unless the credit is made refundable.

Cous

«  Many beneficiaries of a refundable child and dependent care tax credit already are able to
use the EITC to fully offset their income and payroll taxes. Henee, critics of
refundability witl be quick to label a new refundable child and dependent care tax credit as
“welfare”™ and vigorously fight the proposal.

. In the past, cftorts to create new refundable credits (including recent experience with the
child credit) have led to increased scrutiny of the EITC and its compliance problems.
Unformmnately, the ETTC will remain vulncrable to such attacks until the most recent set of
compliance initiatives can be fully implemented, and studies show an improvement in
compliance.

«  The child and dependent care tax credit will generally not be available to most taxpayers

until the cnd of the year. But low-income parents, particelarly those who are just entering
the workforce, need assistance in “real-time.” :

A
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The Supply and Quality of Care for Young Children

Currently, activities to improve safety, health, and learning in
child care are funded by States under the required 4 percent
minimim set-aside for such activities in the Child Care and
Development Block Grant (CCDBG) . States fund a variety of
quality activities including training, licensing improvements,
and resource and referral services. Since there is a tremendous
need for direct assistance, mast States spend only the minimum
set-aside on quality activities. '

OPTION 1: Increase CCDBG funding thereby increasing the amount of
money that is allocated to quality via the 4% minimum set-aside.

Interaction with the current Program: This proposal is simply an
increase in the CCDBG.

Cost Estimate:

The funds for quality activities would increase by 4% of the
total CCDBG increase. The Secretary proposes a $700 million
subsidy increase.

Impact Analysis: A CCDBG increase would result in the States
having more money to direct toward quality activities. The
Secretary's proposal would result in $28 million more for
quality. However, the net increase in quality funds would be
offset by the fact that the increased subsidies would result in
more children in child care in need of quality enhancements.

Pros:

e  Improves affordability

N Potentially increases supply

. Devotes more funding to State-identified quality and supply
issues.

Cons:

. Is not primarily a quality strategy; 96% of the new funds do

not target quality at all, but 100% of the funds are applied
to one of the three goals of quality, affordability, and
supply.

. Does not target young children, especially infants and
toddlers, who have the most critical health and safety
concerns in child care.

- Does not allow the Administration to use its funds to
leverage additional public and private resources to increase
the total investments in quality. '

. Does not pomote decision making at the community level.
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OPTION 2: Establish a fund distributed to the states according
to the child care ana Development Block Grant formula to provide
grants to communities to improve safety, health, and learning for
young children in child care. The funds would specifically target
young children, with a focus on infants and toddlers who are the
most vulnerable children in care. States would be required to
match the Federal money and would have to set benchmarks to
measure their outcomes. At least 85% of funds would go directly
to communities and 50% would be targeted to areas with high
concentrations of poverty. This model is based on the Smart
Start preogram in North Carolina which has allowed many counties
to improve the supply and quality of care for young children.
With these funds communities might choose to establish family
child care networks, promote accreditation, help providers meet
health and safety standards, and promote health and parent
education in child care.

Interaction with the Current Program: The vast majority of the
CCDBG funding currently goes toward affordability, most often in
the form of vouchers. The quality money is extremely limited and
typically goes to general activities funded by the States.

Little or no money is administered for these purposes directly by
communities. The new funding would not replace the quality set-
aside, but would give communities a role in building local

supply.

Cost Estimate:

The Secretary has recommended a $800 million dollar increase in
the CCDBG to increase the health, safety and learning environment
of child care programs.

Impact Analysis:

The proposal recognizes that the real issue in child care is
whether each community has an adequate supply of quality care.
These funds would improve the safety, health and learning of
young children in child care by alleowing up to 1000 communities
to craft solutions that meet their specific needs.

North Carolina's Smart Start program demonstrates the impact that
the community grants would have. One Smart Start county has
expanded supply by 3,578 spaces in licensed pPrograms. In
another, every child care center and S0 percent of the family
child care programs are participating Smart Start programs to
improve the quality of care, which affects 1,234 young .children
in the county. In North Carolina's most populous county, 7000
children were enrolled in programs that received enhancements
through the county's Smart Start grant. In other North Carolina
communities, 1400 children received health and developmental
screenings as a result of the Smart Start grants.

Pros:

. Gives flexibility to communities to tailor funds to their
specific needs.

. Focuses on results by requiring communities to meet

V&
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benchmarks and report on outcopes.
. Targets young children, especially infants and toddlers, who
are the most vulnerable children in care.
Allows communities to build supply and fill gaps in their
system of care.

. Meets the President's challenge to find a way to replicate
successful child care models across the country.

Uses Federal money to leverage State and local public and
private sector funds.

Cons:
. Limits State flexibility to determine the use of funds.
. Targets only one age group.

10
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Child Care Provider Education and Trainiﬁg

Child care provider training is one of a number of allowable
activities under the Cchild Care and Development Block Grant set-
aside for quality activities, but only a small portion of the
set-aside is spent for that purpose. The funds that do go to
training are often spread very thin and cover only basic
workshops which don't lead to credentials or degrees.

OPTION 1: Establish the Child Care Provider Scholarship Fund
announced by the President at the White House Conference. States
will administer scholarship funds to providers for either pre-
service on in-service coursework as part of a degree or
credential program. The provider and the sponsoring child care
pbrogram must also bear a portion of the cost. The provider, who
will receive increased compensation after the coursework is
complete, must commit to remaining in the field for at least one
year for each year of assistance received.

Interaction with the Current Program: These funds are targeted
specifically to providers who are enrolled in a degree or , _
certificate program, unlike current expenditures for training. In
addition, these scholarships are tied to an increase in
compensation.

Cost Estimate: :
The Secretary's proposal recommends an investment of $150 million
in scholarship funds to provide training and support.

Impact Analysis: -

The scholarships will reach approximately 150,000 providers and
increase the quality and supply of child care for about 1.5
million children.

Pros:

. Targets training of providers, which is a proven effective
approach to build warm and responsive interactions between
the provider and the child. These interactions, while often
the most difficult aspect of quality to measure, have been
found in recent studies to be one of the most powerful
predictors of children's healthy development in child care.

- Requires an investment from several sStakeholders including
the provider and the sponsoring child care progran.
. Impacts potentially scores of children with each

scholarship, because each provider reaches many children.

Cons:

. Cannot guarantee that the recipient will stay in the field
beyond the one year commitment. However, child care workers
have an average turnover of over 30%, but programs like
T-E.A.C.H. in North Carolina have shown that education
reduces turnover. In North Carolina, staff turnover is only
10% for people who participate in the program, compared to
42% overall.
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National Leadership for Consumer Education, Research, and
Technology '

The Child care and Development Block Grant (CCDBG) currently
contains a 4% set-aside for quality activities, under which
consumer education is an allowable cost. However, quality set-
aside funds only meet a small portion of the need for consumer
education. In addition, the law provides a small set-aside For
technical assistance, which amounts to about $8 million per year.

OPTION 1: Establish a new fund for activities related to consumer
education, technology development and utilization, and data and
research to help redefine the future of child care in America.
The fund would support a national child care hotline and a
consumer education campaign to help parents select safe anda
healthy care for their children, a project to increase the use of
distance learning technologies for rural and home-based
providers, and a National Center on Child Care Statistics, along
with research and demonstration projects.

Interaction with the Current Program: These funds will go to
initiatives which will lead the field of child care into the
twenty first century. Although some States are investing some of
their quality set-aside in consumer education, these limited
efforts are scattered around the country and provide inadequate
coverage even within States. No funds are targeted to child care
data and research on a national level. A few States and academic
institutions are undertaking research, which pPrimarily consists
of studies with small sample sizes. Currently there is no
framework to provide leadership to coordinate consuner education,
technology development and utilization, and research of a
national scope. The fund for consumer education, research and
technology will fill that gap.

Cost Estimate: The various components of this effort total $50
million.

Impact Analysis: The Secretary 's proposal provides sufficient
funds for a consumer education initiative, which will reach
millions of househclds with information for parents on how to
find and select safe, healthy care. The quality of care for
thousands of children, particularly rural children, will be
enhanced by the training of providers, made possible by distance
learning technologies. The National Center for Child Care
Statistics and competitive research and demonstration projects
will help policymakers, community leaders, and program developers
find solutions to the lack of safe, healthy, affordable, and
accessible care.

Pros:

- Targets funds directly to consumer education to assist
parents in choosing care that will protect the health and
safety of their children.

. Will potentially build the supply of quality care by
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creating demand for quality care

. Provides funds specifically for data and research to help
policy makers and community leaders better understand how to
build the supply of affordable, quality care.

Cons:
. Does not directly increase the supply of care
. Does not directly make care more affordable

do13 .
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Expanding School-Age Care Through 21st Century Community Learning Centers

Description of Policy Option

The Department of Education proposes to expand the existing 21st Century Community Leaming
Centers program to provide start-up funds to school-community partnerships to establish before-
and after-school programs for school-age children at public schools. The proposal responds to
surveys showing strong parental support for keeping schools open during non-schoof hours and
complements existing and proposed funding from HHS by enabling communities with under-
utilized school facilities to apply for 21st Century funding and ¢nabling other communities to
apply for funding from HHS. The expanded 21st Century funding would provide up to 1 million
school children per year with safe, drug-free, low-cost, and accessible programming combining
learning, enrichment and recreational activities.

Description of Current Programs and Interaction of Proposat with Current Programs

This proposal would expand the existing 21st Century Community Learning Centers program that
was sponsored by Senator Jeffords in 1994. The program has won strong bipartisan support in
Congress, which increased its funding from $1 million in F¥97 10 $40 million in FY98 with
particularly strong support from Rep. Nita Lowey. The program was designed to expand the use
of school facilities during non-school hours. )

In expanding the curreat program, the Department proposes to better target funding to high-need
communities, further focus it on enriching after-school programming for children, and require an
increasing local match to make sure programs become self-sustaining after receiving start-up
funding. As now, schools would be required to partner with community, business, or educational
organizations and programming could be provided by these partners in the schools.

Schools can currently use Title I, Safe and Drug-Free Schools and other federal funding for after-
school programming. but these dollars are already committed and stretched thin. An expanded

2 st Century Schools program would enable high-need schools to start before- and after-school
programs linked to other federally funded activities, further benefit from federal school-based
nutrition programs, and provide a catalyst for the schools to partner with community
organizations and businesses.

The Education Department has also generated interest from a private foundation to supplement
the 215t Century Community Learning Centers by developing training, technical assistance and

networking capacity among participating sites. This private funding would further help the
education and child care communities work effectively together in providing after-school care.

Iinpact Analysis

A $400 million per year Z1st Century program would reach up to ! million school children per
year. While the current law limits eligibility to “Inner city and rural” schools, the Department

N
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proposes to retarget the program to high-need urban, rural, and suburban communities using the
same eligibility as used for the President’s Title V Teacher Recruitment proposal. Thus, 4,300
high-nced communities serving approximately a third of the nation’s school children and 60
percent of the nation’s poor children would be eligible for funding.

Pros of Expanding 21st Century Community Learning Centers

. Increases the supply of after-school programs in a cost-effective manner by establishing or
expanding programs at underutilized school buildings. _

. Compliments HHS funding by allowing communities to choose between school-based and
non-school based options.

. Responds to surveys showing strong parental and educator support for school-based after-

school programs. Parents often prefer school-based programs because they do not require
transportation from school to the after-school program and they trust their school officials
1o care for their children and provide appropriate activities.

. Enables linkages berween after-school activities and school-day activities and learning.
. Provides start-up funding not requiring on-going funding after five years.

. 21st Century Schools has a proven record of support in this Congress.

. Does not require the creation of a new federal program.

Cons of Expanding 21st Century Community Learning Centers

. Some schools operate in an isolated manner and do not broadly engage parents or
community organizations in their programs. However, schools are increasingly interested
in partnering with community organizations and this funding would provide a catalyst for
them to do so. Schools would be required to partner with outside organizations.

. Some are concerned that any school-based after-school program could lead to a divisive
debate over vouchers. However, 21st Century Schools has won bipartisan support in this
Congress and did not engender a debate over vouchers because it is premised on taking
advantage of underutilized school facilities.

Cost of Proposal

The Department of Education proposes 10 expand 21st Century funding from $40 million to $400
million per year, serving up to | million children per year, assuming a one-to-one local match and
an average cost of $800 per child. Each program would set its hours to meet the community’s
needs but would operate for the equivalent of 3-4 hours each school day.

U
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The Supply and Quality of School-age care

Experts estimate that nearly 5 million sChool-age children spend

time without adult supervision during a typical week. However,
only about 1.7 million children in kindergarten through grade 8
were enrolled in formal before- and after-school 49,500 programs
in 1991, according to the National Study of Before and After
School Programs. School-age children are currently served by the '
Child Care and Development Block Grant (CCDBG) subsidy program.
Approximately one-third of the subsidies go to school-age

children (i.e. approximately $1 billion).

OPTION 1: Establish a fund distributed to the States according to
the CCDBG formula to provide grants to increase the supply and
quality of school-age care. States would be required to match the
Federal money and to set benchmarks to measure their progress.

At least 85% of funds would go directly to communities, with 50%
targeted to areas with high concentrations of poverty. The new
money would allow communities to create new programs and link
already-existing community resources such as schools, libraries,
parks, and recreation centers to build the supply of school-age
care and improve gquality.

Interaction with the Current Program: Money would be targeted to
school~age children, unlike the CCDBG funds. Rather than funding
slots through the subsidy program, the new money would build
Supply - and quality through partnerships in communities. Decisions
would be made at the community level, rather than the State
level, to allow communities to fill their own local needs.

Cost Estimate: The Secretary has recommended a $300 million
dollar increase in the CCDBG to improve the supply and quality of
care school-age children.

Tmpact Analysis:

An increase in funding for this Program would affect school-age
children from a variety of economic backgrounds by allowing them
to have safe and productive ways to spend their before and after-
school time. The funds would provide up to 500 community grants
to expand current promising programs and create new,
comprehensive services. The proposal is modeled after the Making
the Most of Out of School Time (M.0.S8.T.) projects, underway in
three American cities. The following are examples of what the
Seattle M.0.S.T. project accomplished in its first two years:
provided training for 560 school-age caregivers, served 250 low-
income children in free summer programs, served an additional 500
low-income children by establishing three new programs and
expanding seven existing ones, and created a database of school-
age programs that was used by 2000 families in a nine-month
period.

Pros:

. Targets school-age care, which is lacKing in many
communities.

a8
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Builds on existing community resources to maximize the

impact of the investment.

. Prevents children's exposure to violence and substance abuse
during the hours that studies show they are most likely to
experience those risks.

. Enhances acadenic performance through academic enrichment

and homework supervision and support.

Allows communities to fill the gaps that they identify in

their school-age care systems.

. Uses a community approach to reach a broader range of
families than CCDBG sSubsidy.

. Meets the President's challenge to find a way to replicate
successful child care models across the country.

Cons:

. Limits state flexibility.

® Targets only one age group.
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Child Care Infrastructure Act of 1997 (8.82)

Des n of Proposa!

Senator Kohl has introduced a bill (S. 82) that would provide a tax credit to businesses thal incur
costs related (o providing child care services to their employees. Qualifying expenses would include
those a busincss incurs 1o build or expand a child care facility, operate an existing facility, train child
care workers, reserve slols 4t a child care facility for employccs, or provide child care resource and

referral services to employees. The credit would be for 50 percent of qualified costs incurred, but not ‘

to exceed $150.000 per year.

Current Law angd Injeraction

The cosis of child and dependent care services provided by an employer are currently deductible
compensation. An emplayer that builds a structure for use s a child care facility would normally
depreciate the associated capital costs, Under the propasal, many {axpayers will see il 1o their
advantage to take the tax credit for expenses that they would otherwise have deducted or depreciated.

Impact Analysis

In general, low-wage workers are less likely to receive emplayer-provided fringe bepefits than
middle- and highcr-wage workers., Thercfore, the proposed credit is likely to disproportionately
henetit middle- and higher-wage workers.

Pros

«  The proposal could increase the availability of child care services by giving businesses an incenlive

to provide those services to their employees.

+  The proposal addresses concerns aboul the quality of child care by requiring that qualifying
expenditvres be taken with regard to a licensed child care facility and by allowing training and
continuing education costs for child care employees (o qualify for the proposed credit.

Cons

+  The proposal will not necessarily increase the number of quality child care placements or improve
the quality of cxisting facilities. Instead, it will provide a subsidy fo businesses that take the credit
for expenscs that they would have made -- and deducted er depreciated -- in the absence of the

credit,

+  Because the proposed credit is likely (o disproportionately benefit middle- and higher-wage
workers, it is not the most efficient use of scarce Federal resources to support child care.

« A tux credit for employers will not benefit the nearly 30 percent of the labor force whose
emplovers are non-taxable (govemments, non-profil vrganizations, ete.).

Cost of Propogal

JCT has estimaied the proposal o cost $2.6 billion over five years.
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