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Talking Points for Deputies Meeting on Child Care
November 18, 1997 ’

Introduction

- [’d like to start by thanking all of you for the work you and the staff at your agencies have
/been doing over the past months. The child care conference itself and this policy

development process would not have been possible V?thout so many of you.
- malis e q/l)' 'y 4..: O, Caw /7 &

. ‘.ﬂ,‘; ' oday, we will discuss policy options that we have developed over the past months in
2l preparation for a principal’s level meeting that we are hoping to schedule next Monday,
» W November 24. This is also a good opportunity to make certain that we feel comfortable
¥y that we have all of the options on the table. On the other hand, since I’m looking at Jack
l)"’:y‘.’ Lew, I want to make clear that we are operating in a world with limited resources and,

while we want to make sure we have thought through all options, no assumptions should
be made about the scope of any child care proposal.

\",'tllv;'y There are several additional issues that we will not discuss in detail today but that need to
0(”': ) Y} be part of this discussion. As many of you know, Head Start is up for reauthorization
“Lw next year, and we need to consider how that fits with any child care initiative. In

addition, several of the principals have raised the possibility of addressing the problems
of parents who might choose to stay at home with their young children, and we need to
continue to work on options to help them do that.
. Finally, I’d like to save some time at the end of the meeting to hear more from some of
the agencies that either have programs related to child care or are working on related
l"‘,/’ proposals. Agriculture may want to talk about the Child and Adult Care Food Program;
11"’ Justice may want to report on an initiative they are coordinating on after-school
programming; Labor may want to talk about their proposal on training for child care
workers.

Policy Options

. As I said in my memo, agency representatives have generally argued for a child care
ﬁ&is initiative addressing three goals: affordability; assuring safety and quality; and
availability. These goals, the priority we give each of them, and whether we address all
of them is, of course, still open for discussion.

. I would also like to reiterate that while we have grouped these options under particular
4"'.):“ goals for the purpose of discussion, clearly some of the options address more than one
ot :/_(u/ ) goal. The most obvious example is proposals for school-age children, where the
e’ & .} aa‘ availability of programs is a concern, but affordability and quality are also key issues.
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1. Affordability o~
» '
@ @M u’l Overview of the reach (i.e., who is helped and who is not helped) of both the Child Care
. JJ’ and Development Block Grant and the Child and Dependent Care Tax Credit - Karl

Scholz, Treasury

Presentation on Child and Dependent Care Tax Credit options - Karl Scholz, Treasury

-

S

[Note: You are switching the order of DCTC and CCDBG.] avpur by f";z ""““"2:"2 -
‘ vSs, wp Bdo tnls
@ . Presentation on Child Care and Development Block Grant options - Olivia Golden, HHS

[Becky Blank from CEA would like to address the choice between making DCTC refundable and
increasing funding for CCDBG. She will distribute paper when she speaks.]

2. Assuring Safety and Quality

. Presentation on quality options - Olivia Golden, HHS
[You should raise the possibility of targeting quality dollars to fund state enforcement efforts.]

[OMB and Treasury have noted in past discussions that: (1) the evidence is quite limited on the
benefits of investments in quality; and (2) increased investment in quality may increase child
care costs.]

3. Availability

O Presentation on proposal to fund school-community partnerships to establish before and
z,-“ J after-school programs at public schools - Terry Peterson, Education o -» <00, .

P‘ﬂ
y’wﬁ- . Presentation on proposal to fund community efforts to build supply and improve the
quality of school-age programs - Olivia Golden, HHS 46!

[HHS and Education will propose that we do both of these so that money is distributed both to
schools and to communities.)

et |
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Tax Options

L. Child and Dependent Care Tax Credit (CDCTC)

A. Refundable? )
B. Funding Level? — M \pwdﬁ- o (,QS "

I1. Tax Credits for Businessesqglat Build/Operate Child Care Centers (Sen. Kohl Proposal)
Lt UOM .
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[ Child Care ]

Role of Federal Government In Improving Child Care

33% think it is more important for the federal government to help parents afford
quality childcare

59% think it is more important for the federal government to make it easier for at
least one parent to stay home while their child is very young

ETOBETTEDN|
[LILED T

. anpsaya Kiop

Ranked by Strongly Support
'Now. I am:going to tell you aboutsome propo,salls..that .Q
the: federal government may- undartake to make it i - 'g ,
qasier for a parent to care foryoung . children;’ For @R
each one, please tell me if you strongly, support, " ; -
-_‘somewhat support, sornewhat oppOse or strongly o T —
oppose this proposal, and if you think this would: be i '
very- affective, somewhat effective, not very. effectwa R
or not effective at all in making |t eas:er for parents to B
_care for their children. : N LU VRO BTN IR
Giving parents who would be ehglble for the same chlld 47 |77/21 41 [ 8713
care tax credit as those who pay for child care if they
choose to stay at home to care for a child under 2 years
old.
Eliminating the marriage penalty in the tax code so married | 44 83/11 35 |78/18
couples- those most likely to have children- do not pay
more in taxes than they would individually as singles.
Expanding the Family and Medical leave act to cover 39 60/36 | 38 | 76/21
employers with fewer than 50 employees.
Creating paid parental leave by requiring employers to pay | 35 65/21 | 40 | 70/27
employees during leave when a child is born.
Creating paid parental leave by providing federal 27 |60/36 |33 |67/30
government subsidies to employees for ieave when a child
is born.
Giving parents who would be eligible for the same child 28 58/34 | 25 | 66/26
care tax credit as those who pay for child care if they
choose to stay at home to care for a child under 2 years
old even if it cost billions of dollars.
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Emily Bromberg
11/18/97 09:48:14 AM

Record Type: Record

To: Elena Kagan/OPD/EQOP

CC:
Subject: Re: child care

this was in response to a question bruce asked about whether states want more money for child
care.

Forwarded by Emily Bromberg/WHO/EOP on 11/18/37 09:44 AM

Emily Bromberg
11/12/97 03:05:37 PM

Record Type: Record

To: Bruce N. Reed/OPD/EOP

cc:
Subject: Re: child care Iij

clearly they want more money--more subsidized care. they also all agreed on the Teach model, and
thought training was a worthy investment (unprompted)--it's a pretty noncontroversial way to add
money to quality. Nobody wants new federal requirements--more money, no strings (surprise)




“wa«’ il cou Pﬂf\uf— c(mmup

Emily Bremberg
11/18/97 09:47:21 AM

Record Type: Record

To: Elena Kagan/OPD/EOP
cc:
Subject: child care

as we discussed, this is one of the e-mails i sent bruce on child care. i'll look for the others.
Forwarded by Emily Bromberg/WHO/EQP on 11/18/97 09:43 AM ---

Emily Bromberg
11/12/97 02:20:53 PM

Record Type: Record

To: Bruce N. Reed/OPD/EOCP

CC:
Subject: child care

Jen and | just finished conference calls with B Governors Offices: Almond, Veoinovich, Edgar,
Whitman, Chiles, Hunt, Romer, Carper. For what its worth, here's what | think-

Anything other than adding more money ta the block grant opens up all the old fights and will be
opposed by a significant portion of states {no matter what policy you choose}. States mainly think
the block grant is working and don't want more complicated Tunding streams. There is always a
split on quality and serving more kids (as there was today and not on party lines)--and | think we
should stay out of that. Lastly, it seems like a big looser to me to pick a particular age group-each
state has their own view of where the is. | can’t attend the Deputies meeting this week but |
look forward to Tuture confrontations with HHS!
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T Jennifer L. Klein
L  11/12/97 07:46:53 PM
Record Type: Record
To: Elena Kagan/OPD/EQOP
cC:
Subject: My thoughts . . .
on child care.
1. More money inte CCDBG
2. Maybe DCTC (not refundability, only adjustments of credit amount and income slide)
3. 3 pr ity initiative

- § for Enforcement

“-"Scholarships

- Research and Consumer Education

Incentives to promote coordination of school-age programs.

I'll speak with you soon. Nicole and Signal will know how to reach me in Florida. | assume F'll be
back Friday night or Saturday. Thanks.
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Outline for Deputies Meeting Memo
Overview of Current Federal Programs/Spending
What are the possible goals?
1. Helping more parents afford child care
2. Assuring safety and quality
3. Making child care more available
Policy Options
A. Affordability
1. What is currently being spent?
Unmet Need -- Who is helped? Who is not helped?
3. Policy Options (including discussion of what new investment will
buy)
-DCTC

- options to increase credit amounts
- options to expand eligibility
- CCDBG
- increase CCDBG funding without targeting
- increase CCDBG funding with targeting/benchmarking

B. Safety and Quality

1. What do we know about the money being spent on quality? What
don’t we know?

2. What have we decided not to consider? (i.e., discussion of national
standards)

3. Policy Options
- increase CCDBG and thereby increase amount spent on quality
- set up separate quality fund (for a particular purpose (i.e.,
enforcement) or for particular age group (i.e., infants and toddlers))
- build on already proposed scholarship proposal
- invest in consumer education, research and technology

C. Availability

Policy Options:



Tax credits for businesses

Particular problem of school age children (with explanation
that it is not just an availability issue) (i.e., do we spend
through block grant and enable parents to afford care for :
school age children or do we need tobuild infrastructure here) ,’

[\

IV. Additional Issues

1. Helping parents who want to afford to stay home v
2. Head Start
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BETWEEN THE LINES

MAKING CHILD
CARE MACHO

As she turns 50, Hillary Clinton seizes the
chance to take her pet issue to the big time

BY JONATHAN ALTER

ORGET THE PRESIDENT’S GENITALS. I'M

more interested in the genitals of an issue.

I’'m wondering if child care can develop

some egjones and move out of the ladies’

department into the macho world of big-
time, bone-crunching legislation, where the real nuts
get cracked. Offended? I hope so, because I'm
offended, too. I'm offended by men so out of touch
with the needs of children (including their own) that
they think of “child care” as just another feminist
whine imported from Denmark or someplace. I'm
offended by women who claim to recognize that the
poor quality of much of the care is a national scandal,
but are so badly organized that for a decade many
states have actually had to return federal child-care
money to Washington because no one persuaded
their lame legislatures to match it. And I'm doubly
offended by communities all over the country where
kids get out of school at 3 p.m, and spend the rest of
the day totally unsupervised. Then we wonder why
they get into drugs and knock each other up.

Hillary Clinton is offended, too, though she is
working hard to control the thermostat of her
outrage. With her popularity soaring, she found the perfect way to
spend the week before her 50th birthday. After five years in
Washington, she is finally inmersed in the issue that has been
closest to her heart for the last 20. But to what end? The question
that hung in the East Room chandeliers last week was whether the
White House Conference on Child Care, chaired by the First
Lady, was the beginning of a big 1998 idea—a bid to finally catch
up to every other industrialized country in the world on this
front—or just another gabfest for the faithful.

The statistics are horrifying. Average pay for child-care workers:
$12,000, with turnover greater than every occupation except gas-
station attendants. Average training: none. Average portion ofa
low-income worker’s wage that goes for this often inadequate care:
25 percent. According to one study, only one in seven child-care fa-
cilities meets minimal standards for quality. Hillary says she wants
to “start a national conversation” on all of this, with an eye toward
what her husband promises will be a major child-care plan in his
State of the Union speech next January. The president asked for
public advice on what the specifics should be. Expansion of Head
Start to reflect new research on the critical importance of the ages
zero to 3? Expanded tax credits for child care? Help for after-school
programs {many of which have been canceled in recent years) for

NEWSWEEK
LR e R e

WALLY MCNAM

Children’s hour: At the conference,
the First Lady focused on an issue
that has longbeen close to her heart

older kids? All

of the above? Because the much-touted
“conversation” on race relations isn't likely
tolead to newlawmaking, child care might
be the last signature legislation of the
Clinton era.

But first “Billary” (remember that?) must
prove they learned something from their
health-care fiasco. There are two big
lessons that seem to have been drawn from
that sorry episode—one right, one wrong,
The right lesson is that a Washington-
designed Rube Goldberg contraption—
even if it's good enough for the U.S.
military —will fail; 1970s-style federalized
child care is DOA. The wrong lesson is that
any kind of big new spending program on a
so-called liberal issue is doomed. Quite the
contrary. Flexible, hardheaded, locally run
liberal ideas that relate to women are
booming, and almost untouchable by
Republicans staring into the abyss of a 17-
point gender gap.

The politics of what were once known as
womman’s issues are rapidly changing. Re-
member the “Violence Against Women”
bill? A few years ago, it was laughed off
Capitol Hill; this year it sailed through vir-
tually unopposed, thanks to the gender gap.
Meanwhile, welfare reform (a macho issue)
has now melded with child care. Any politi-
cian who's for forcing welfare mothers to
work without providing help with child
care now looks like an idiot.

The Christian Coalition notwithstand-
ing, child care can be redefined as apple
pie —under two conditions. The first is that
the Democrats aim high. Ifthey propose
Dick Morris-style incremental change,
without serious money, they'll end up with
virtually nothing. The second condition is
that the issue be framed so as not to offend
stay-at-home mothers. Hillary already
seems sensitive to that, stressing that she rejects “one size fits all”
ideas about child care. She even points to a North Carolina program
that offers new mothers stipends for diapers and baby food if they
stay home with their newborns instead of rushing back to work.

Even so, child care is a perfect example of a common
conundrum in the Clinton era: how do you replicate what’s
working in places like North Carolina {the Smart Start early-
childhood program). It's not as easy as it sounds. According to
market principles, the good ideas should naturally spread, but
they don’t. “Why is the market dysfunctional in cases like this?”
the president asked Treasury Secretary Bob Rubin at the
conference last week. Rubin paused, then said, “Are you asking
me?” The crowd laughed, but the president was earnest: “I think
it’s the single most important question about social policy today.”
Rubin, whose suceess with the economy allows him some
cheekiness, replied, “You're the president of the United States.
You're supposed to know the answer to these things.”

But of course he doesn’t. Even with their bully pulpits and
gender gaps, the president and First Lady seem small when
arrayed against our longstanding neglect of children. Now we'll
see if they're serious about growing larger.

70 NEWSWEEK NOVEMBER 3,1997
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Where did you have your very first sip of Jack Danief's? We hope you'll write and tell us.

ONLY A VERY SPECIAL WOOD will do when it comes to

making charcoal to smooth out Jack Daniel’s Tennessee Whiskey.

We only use hard maple wood from high ground. (Creek maple
contains too much sap.) It’s sawed into strips and burned to
make charcoal. Then, that charcoal is packed into room-high
vats and a fresh batch of Jack Daniel’s is slowly seeped
through it, drop by drop. This is charcoal mellowing.
It takes lots of time and a very special wood. Luckily,
we have plenty of both here in Jack Daniel’s country.

SMOOTH SIPPIN'
TENNESSEE WHISKEY

Your friends at Jack Daniel’s remind you to drink responsibly.

Tennessee Whiskey « 40-43% alcohol by volume (80-86 proof) » Distilled and Bottled by
Jack Daniel Distillery, Lem Motlow, Proprieter, Route 1, Lynchburg (Pop 361), Tennessee 37352
Placed in the National Register of Historic Places by the United States Government
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OF THE PRESIDENT OF THE UNITED STATES ¢

Prepared by the Council of Economic Advisers
with the assistance of the Office of the Vice President

September 5, 1997

CHART OF THE WEEK

Survey Question: |s the Stock Market Too Risky?

85

80 _ For most families
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During the 1990s, and especially in the past few years, a declining proportion of
Americans has thought the stock market is too risky a place to put its money. More than
three-quarters of the married men surveyed thought the stock market was too risky for
maost families through most of the 1980s, but that proportion fell to 70 percent by 1993.
The survey question was changed in 1994, but the number of married men responding
that the stock market is too risky for them has continued to fail. Responses for women

show a similar pattern.
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Welfare Reform and the Market for Child Care

As more mothers move off welfare into work, the demand for child care services will
increase. Although the supply of child care services is likely to expand to meet this
demand without much of a price increase, the cost of child care, even at current
prices, represents a large burden for low-income families.

The supply response. Two strands of evidence suggest that increased demand can
be met without a substantial increase in the price of child care. First, over the past
20 years, the number of children in paid child care has approximately doubled while
the real price of care has not changed. Second, a recent study indicates that changes
in the price of child care induce large supply responses. Of course, an initial surge

“In demamt-couttproduce Some short-run upward pressure on prices. The cost of
entering the child care provider market is relatively low, however, and supply should
respond relatively quickly.

The burden of current prices. The current cost of child care can be a significant
burden for those without access to subsidized care and may discourage some mothers
from working. Among families who pay for child care, poor families with employed
mothers-spend_about 20 percent of their income on child care, while non-poor

families spend only 7 percep i eral studi est that a
10 percent reduction in the price of child care j es the probability that a mother
—will work by 2 to 8 percent, Given that the mother has a job, however, the price of

child care does not appear to influence the number of hours worked.

What kind of care? About half of working mathers rely primarily on non-market

<child care provided by a relative. Studies show that a reduction in the price of child
care is associated with an increase in the probability that a working mother will
purchase paid care. This may be because those mothers who choose to work when
the price of care decreases are more likely to use paid care; also, those already
working may choose to substitute paid care for non-market care. Once the decision
is made to use paid child care, however, reductions in the price of care or in the price
of higher quality care do not appear to induce parents to purchase higher quality care.

Implications. Increased demand for child care will most likely be met by
commensurate increases in supply at roughly current prices. However, if they must
pay the market price for child care, many low-income parents find child care costs
a barrier to employment and a substantial financial burden if they do take a job.
Policies that decrease the price of care reduce this burden and encourage more
mothers to work; they may also lead working mothers to switch from unsubsidized
to subsidized care.

Weekly Economic Briefing 4 September 5, 1997
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TP Jennifer L. Klein
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EQP

cc:
Subject: Meeting with the First Lady

Nicole and | wanted to let you know that Mrs. Clinton is eager to speak with all of us on two
issues -- adoption and child care -- and will likely be asking for a meeting in the next day or so.

On adoption, she is committed to doing whatever she can to move quickly our Administration
review of the Senate adoption bill and to urge Congress to work to pass a bill this session. We
imagine she hopes to enlist you both in that effort. Nicole and | are being briefed by HHS and
Chafee/Rockefeller staff this afterncon and will report back.

On child care, she wants to tatk through policy ideas, and hear what you both are thinking on
where to target energy and resources. Included in the binder and memo we forwarded last week is
an overview of where we were as of last week on policy development. She was generally
supportive of the direction that the memo spells out, but had some concens, including:

1. We need better, bigger thinking on how to address the great need for school-age care;

2. We should consider calling for a bi-partisan process to develop child care safety standards/model
state regulations; and

3. We should address the issue of parent choice, i.e. choice to stay at home and ways the federal
government can in some instances support that choice.
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THE WHITE HOUSE

WASHINGTON

October 14, 1997

MEMORANDUM TO BRUCE REED
ELENA KAGAN

FROM: JENNIFER KLEIN
NICOLE RABNER

CC: MELANNE VERVEER

RE: POLICY OPTIONS FOR CHILD CARE CONFERENCE

As you know, the President will announce two or three small policy initiatives at
the White House Conference on Child Care as “downpayments”™ on his larger child care
agenda (which will be outlined in an Executive Memorandum issued at the conference).
This memorandum outlines the policy options that we are considering.

Working Group of Business Leaders. The President would appoint Secretary
Rubin to co-chair, with a private sector executive, a working group of business leaders on
child care. The group would report back within 60 days on strategies for developing
public-private partnerships to improve the quality and affordability of child care. We are
working with Treasury to set up the working group and to appoint a co-chair who could
be announced at the conference. HHS and Treasury support doing this, as do many child
care advocates and experts. Treasury has raised some concern that the group might make
recommendations that the Administration is not prepared to accept. With those concerns
in mind, we have narrowly defined the scope of their work.

Health Outreach in Child Care Centers. The President would announce a plan
to enroll eligible children in child care centers in Medicaid or the new state children’s
health program. This would build on the Administration’s commitment to linking health
care and child care through the Healthy Child Care America Campaign, which promotes
safety and healthy development in child care and improves access to immunization,
nutrition and other health services in child care settings. We are working with Chris
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Jennings and Jeanne Lambrew on a series of proposals, including:

. Clarifying regulations to ensure that child care centers and schools distribute
information about these health programs, assist in filling out applications, and
grant presumptive eligibility for Medicaid.

. Requiring states in their state plans for the children’s health program to describe
how they will use child care centers to enroll children.

. Developing an agreement with child care providers, school nurses and teachers to
work together on education and outreach to families. This would include release
of a Medicaid handbook for child care workers (currently being produced at HHS)
and a simple brochure describing the new children’s health program.

Chris and Jeanne will discuss any health care proposals with the National
Governors Association staff to ensure that states will support our policy.

Scholarships for Child Care Workers. The President would announce a new
federal scholarship program for child care workers. Our suggestion had been to announce
our support for Senator DeWine’s “Quality Child Care and Loan Forgiveness Act” that
provides loan forgiveness for students in early childhood education programs. The bill
allows 15% of the total amount of a loan to be forgiven for each year of employment and
requests an appropriation of $10 million for fiscal year 1998. Senator Kerry has a similar
loan forgiveness bill that requests an appropriation of $100 million for 1998. DOE is
opposed to granting loan forgiveness to people entering particular professions, so the
Department is developing an alternative proposal either through adult and vocational
education or school-to-work. HHS also requested an increase of $150 million for FY
1999 in the CCDBG to model a scholarship program afier North Carolina’s T.E.A.C.H.
Program,

The President would also announce an outreach plan to let students in training to
become child care workers know that many of them are currently eligible for Pell Grants.

Announcing policy in this area at the conference makes sense given strong
agreement that the key to quality child care is the provider. A proposal would receive
strong support from the child care and labor communities. However, we obviously need
to resolve remaining issues with Education and HHS and to involve OMB and NEC
before going forward.
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October 14, 1997

MEMORANDUM TO BRUCE REED

ELENA KAGAN
FROM: JENNIFER KLEIN
NICOLE RABNER
CC: MELANNE VERVEER
RE: POLICY OPTIONS FOR CHILD CARE CONFERENCE

As you know, the President will announce two or three small policy initiatives at
the White House Conference on Child Care as “downpayments” on his larger child care
agenda (which will be outlined in an Executive Memorandum issued at the conference).
This memorandum outlines the policy options that we are considering.

v Working Group of Business Leaders. The President would appoint Secretary
Rubin to co-chair, with a private sector executive, a working group of business leaders on
child care. The group would report back within 60 days on strategies for developing
public-private partnerships to improve the quality and affordability of child care. We are
working with Treasury to set up the working group and to appoint a co-chair who could
be announced at the conference. HHS and Treasury support doing this, as do many child
care advocates and experts. Treasury has raised some concern that the group might make
recommendations that the Administration is not prepared to accept. With those concerns
in mind, we have narrowly defined the scope of their work.  Cu-claniv & Smandyy LA ?

Health Outreach in Child Care Centers. The President would announce a plan
to enroll eligible children in child care centers in Medicaid or the new state children’s
health program. This would build on the Administration’s commitment to linking health
care and child care through the Healthy Child Care America Campaign, which promotes
safety and healthy development in child care and improves access to immunization,
nutrition and other health services in child care settings. We are working with Chris
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Jennings and Jeanne L.ambrew on a series of proposals, including:
Cf.M-.-
. Clarifying regulations to ensure that child care centers and schools distribute
information about these health programs, assist in filling out applications, and
grant presumptive eligibility for Medicaid.

. Requiring states in their state plans for the children’s health program to describe
how they will use child care centers to enroll children.

. Developing an agreement with child care providers, school nurses and teachers to
waork together on education and outreach to families. This would include release
of a Medicaid handbook for child care workers (currently being produced at ITHS)
and a simple brochure describing the new children’s health program.

Chris and Jeanne will discuss any health care proposals with the National
Governors Association staff to ensure that states will support our policy.

Scholarships for Child Care Workers. The President would announce a new
federal scholarship program for child care workers. Our suggestion had been to announce
our support for Senator DeWine’s “Quality Child Care and Loan Forgiveness Act” that
provides loan forgiveness for students in early childhood education programs. The bill
allows 15% of the total amount of a loan to be forgiven for each year of employment and
requests an appropriation of $10 million for fiscal year 1998. Senator Kerry has a similar
loan forgiveness bill that requests an appropriation of $100 million for 1998. DOE is
opposed to granting loan forgiveness to people entering particular professions, so the
Department is developing an alternative proposal either through adult and vocational
education or school-to-work. HHS also requested an increase of $150 million for FY
1999 in the CCDBG to model a scholarship program after North Carolina’s T.E.A.C.H.
Program.

The President would also announce an outreach plan to let students in training to
become child care workers know that many of them are currently eligible for Pell Grants.

Announcing policy in this area at the conference makes sense given strong
agreement that the key to quality child care is the provider. A proposal would receive
strong support from the child care and labor communities. However, we obviously need
to resolve remaining issues with Education and HHS and to involve OMB and NEC
before going forward.



Background Checks on Child Care Workers. This announcement could have
three parts. First, the President would release a Department of Health and Human
Services “checklist” of questions that employers and parents could use in interviewing
and doing reference checks on child care providers. The ABA Center on Children and the
Law recently completed a study finding that employer reference checks and personal
interviews are among the most effective ways to screen child care providers. The Center
also reports that 98 percent of respondents conduct personal interviews and 93 percent
check references with past employers. However, there is no assurance that these checks
are done right. The “checklist” would arm parents and employers with the information
they need to do proper and thorough screening.

Second, HHS would issue regulations requiring any child care center receiving
federal funding through the Child Care and Development Block Grant (CCDBG) to use
the “checklist.” HHS has authority to do this under provisions of the CCDBG allowing
them to regulate health and safety in three specific areas (building and premises safety,
training, and health and infectious diseases, including immunization). As you know,
HHS recently issued regulations under this authority requiring federally-funded centers to
ensure that the children in their care are properly immunized.

Third, the President would urge Congress to pass and the states to join the
Interstate Crime Prevention and Privacy Compact. This compact, which is ready for
transmission to the hill, would give access to criminal records for non-criminal purposes,
including background checks on child care providers. While a slow and lengthy process,
this would give the President an opportunity to talk about the importance of making this
information available so that children in America will no longer threatened by the few
“bad apple” child care workers.

These announcements are controversial for several reasons. Secretary Shalala
strongly believes that we should not take any steps in this area at the conference, and is
particularly opposed to issuing HHS regulations. Because of the uproar by the states after
HHS issued the immunization regulations, Shalala is adamantly opposed to any action in
this area. More generally, she is concerned that we will give the impression that we do
not support child care providers -- who as a whole work hard, receive meager salaries,
and work in difficult conditions. In addition, she believes that announcing a controversial
policy at the conference will jeopardize our ability to accomplish our larger child care
agenda.
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MEMORANDUM FOR THE SECRETARY OF HEALTH AND HUMAN SERVICES
THE SECRETARY OF EDUCATION
THE SECRETARY OF THE TREASURY
THE SECRETARY OF LABOR
THE ATTORNEY GENERAL

SUBJECT: Strengthening Child Care in the United States

Parents are the most important people in their children’s lives. Studies confirm
that fact, but more importantly, parents know it to be true. Each time a parent looks into
her son’s eyes as he drinks a bottle, or meets her daughter’s glance as she scores the
winning soccer goal, that parent knows that she matters most to her children. However,
child care is a necessity for millions of American families. Millions of children of all
income levels are cared for by someone other than their parents every day.

Many parents either choose to or need to work outside of the home. Over half of
infants under age one are in day care. Twelve million children under the age of six and
seventeen million more age six through 13 have both or their only parent in the
workforce. Many families in which one parent does not work outside the home also use
child care or early education.

Child care has a tremendous impact on the development of our children and on the
kinds of citizens we can expect them grow to be. Research shows that children in better
quality child care and early education programs have stronger language, pre-mathematics
and social skills than those in lower quality settings, and have better relationships with
their teachers and more positive self-perceptions. A recent study on the impact of early
education on low-income children’s development found that good programs can decrease
the chances that the child will later commit a crime and increase the chances that the child
will succeed in school and earn more as an adult.

Child care also has a tremendous impact on our nation’s economy. In 1995, 62
percent of women with children younger than six and 77 percent of women with children
ages six to 17, were in the labor force. All of these working mothers need someone to
care for their children in order to work. A lack of reliable child care can cause workers to
lose time or be less productive at work. A 1990 study found that nearly one in six
mothers employed outside the home reported losing some time from work during the
previous month due to a failure of their regular child care arrangements.



I believe that child care is the next great frontier in creating a 21st century social
compact that will enable Americans to be good parents and successful workers. There are
three key areas that must be addressed: (1) assuring the health and safety of children in
child care; (2) helping working families afford child care; and (3) keeping children and
youth safe and productive during the hours they are not in school. I, therefore, direct the
Secretaries of [....] to report back to me within 45 days with recommendations in the
following areas:

L Protecting the Health and Safety of Children by Improving the Quality of
Child Care

The Facts. The quality of child care in this country is too often merely mediocre
or even poor. A recent national study of child care centers found that one in eight centers
provide care that is barely adequate -- where children are exposed to unsafe, unsanitary
conditions. Infants and toddlers are at the greatest risk, with 40 percent in care that poses
a threat to their health and well-being. Only 20 percent of our children are in high quality
care -- care that actually enhances growth and development. A study of child care in
family-based settings found equally disturbing patterns. Over one-third of programs are
rated inadequate, meaning that quality is low enough to harm children’s development, and
only 9 percent offer high quality care.

The people who care for our children are the key to quality. However, the
majority of states require no training for child care workers. Child care teaching staff
typically earn about $6.50 an hour or a little more than $12,000 per year and often receive
no benefits. These conditions results in high turnover, threatening the quality of care.

We know that quality matters. Children in poor quality care have been found to
have slower cognitive and language development and to show more agression toward
other children and adults. On the other hand, good care can improve a child’s chances in
life, especially if that child comes from a difficult family situation or disadvantaged
background.

The Goal. By the year 2002, all states should develop and implement strategies to
eliminate harmful and substandard care and to ensure that children in child care get what
they need to succeed in school and as adults.

The Action. Therefore, I direct the Secretary of Health and Human Services to to
make recommendations in the following areas:

[(A) Develop a proposal to give states incentives to meet benchmarks to improve health,
safety and learning of infants and toddlers in child care.]



[health outreach, scholarships/loan forgiveness for child care providers, background
checks on child care providers, parent education and consumer information|

II.  Helping Working Families Afford Child Care

The Facts. Increasing numbers of working families cannot afford decent child
care, which can cost at least $4,000 a year for one child, and even more for infants and
toddlers. While the average family pays about 7 percent of its income for child care,
child care consumes about a quarter of the income of low-income families who need to
pay for child care.

The Federal government spent $2.9 billion in direct child care subsidies in fiscal
year 1997 -- allowing families to pay for child care for about one million children.
However, HHS estimates that we are currently providing child care subsidies for less than
a quarter of the families who need them. In addition, the Dependent Care Tax Credit
provides more than $2 billion in tax relief for child care expenses. The amount of the
creidt has not been adjusted since 1982, despite significant increases in the cost of care
over the last 15 years.

The Goal. By 2002, increase substantially the number of families who are able to
afford child care.

The Action. I direct the Secretary of the Treasury and the Secretary of Health and
Human Services to examine the Child Care and Development Block Grant and the
Dependent Care Tax Credit:

(1) To determine who is being served by each of those funding mechanisms; and

(2) To make recommendations about how best to use either or both of them to help
working families pay for child care. [Clear that could spend money?]

[Business tax credit?]

III. Keeping Children Safe and Giving Them Constructive Activities During After
School Time

The Facts. Many school-age children have parents who work and need safe
places to be during out-of-school hours. The lack of an adequate supply of child care
leaves many families without access to care. This problem affects families with children
of all ages, and is often particularly difficult for those with school-age children. While
there are currently 50,000 school age programs serving 1.7 million children across the



country, there are more than 16 million school age children in working families.

Experts estimate that nearly 5 million children between five and 14 children spend
time alone during a typical week. Children who are left unsupervised are at greater risk
for school failure as well as alcohol and tobacco use. In addition, juvenile crime rates
peak between the hours of three and seven.

Research also shows that good activities for school-age children can keep children
safe and improve their development and school performance. This is particularly true for
low-income children, who are less likely to have access to constructive after-school
activities.

The Goal. By the year 2002, the number of after-school and summer programs for
school-age children should be doubled.

The Action. I direct the Secretary of Education, the Secretary of Health and
Human Services, the Secretary of Labor and the Attorney General to examine existing
programs that serve school-age children and develop a proposal to coordinate funding
streams and to reach more children, particularly in low-income, urban areas.

(Enough on supply of care? Where put Family Leave/parent choice? Mention children
with disabilities]
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THE WHITE HOUSE
WASHINGTON

September 15, 1997

MEMORANDUM FOR HILLARY RODHAM CLINTON

CC: BRUCE REED
. MELANNE VERVEER
ELENA KAGAN
FROM: JENNIFER KLEIN
NICOLE RABNER
RE: CHILD CARE

As you know, over the past few months, we have been preparing for the upcoming White House
Conference on Child Care on two tracks: policy development and conference planning. The
purpose of this memorandum and binder is to give you an overview of our progress with the
policy planning process and to solicit your advice and ideas. Also included in the binder is
information for discussion on the conference format.

We have divided the policy development discussions into three broad categories -- 1) quality,

2) affordability, and 3) school-age care -- and have led an interagency process of examining
current child care policy in each of these areas and exploring ways to improve it. Qur goal to
date has been to identify the major policy challenges for possible focus, which this memo
outlines. It is now time to begin to prioritize among the many options and make strategic
decisions about where to recommend investing limited resources. Please note also that we do not
anticipate announcing many of these options at the conference itself, as the event will take place
ahead of the budget process. However, we do expect to have some important policy
announcements ready for the conference, as well as a process in place to further develop others
for later announcement (perhaps at the State of the Union).

L. Quality

Issues relating to quality of care are perhaps the most challenging and important that we face. As
you know, studies reveal a quality crisis in child care. For instance, one study of child care
centers shows that 10% of children in center-based care are in care that is dangerous to their
heaith and safety, 70% are in care that is barely adequate, and only 20% are in high quality care.
[nfants are at greatest risk, with 40% in care that is dangerous to their health and safety.



While there is clear agreement that high quality care for all children is our goal, there exist
underlying concerns about pursuing policy that increases the quality of care, but prices care out
of the reach of working parents, as well. For that reason, the discussion of quality and
affordability go hand-in-hand.

Our discussion of policy related to quality has several components:

A. Health and safety standards
B. Professional development and screening
C. Quality enhancement

A. HEALTH AND SAFETY STANDARDS

National child care standards are extremely controversial. At the same time, experts, advocates
and parents seem to agree that with the clear absence of state leadership in this area, there is a
role for the federal government to play. The question with which we are grappling is the nature
and extent of that role. Included in this binder is a memo prepared by the Department of
Maternal and Child Health at HHS that outlines various policy options and examines the
advantages and disadvantages of each.

Perhaps the most promising policy option involves a set of national child care standards recently-
released by HHS for states’ voluntary use. The standards, called Stepping Stones (and included

in the binder), 1s a reader-friendly document extrapolated from the 1992 National Health and

Safety Performance Standards: Guidelines for Out-of-Home Care, which was developed by the
American Public Health Association in cooperation with the American Academy of Pediatrics
through a grant support by HHS. We could urge, for example, that states use Stepping Stones by
offering them incentive grants if they agree to use these guidelines. ’1

In addition to the options outlined in the memo included in the binder, we are examining
immediate steps we might be able to take, along the lines of the regulation recently promulgated
that requires immunizations in federally-supported child care settings.

B. PROFESSIONAL DEVELOPMENT AND SCREENING

Professional Development

Experts routinely link the quality of any child care setting to the quality of the child care
providers themselves. Yet child care providers are among the lowest paid, least trained
professionals, and the profession not surprisingly experiences a very high turn-over rate. We are
exploring several policy options related to enhancing professional development, some of which




are explored in the binder:

. Creating a national child care provider scholarship fund which could be available to states
conditioned on their setting standards for child care provider preparation and/or
faciltating loan forgiveness or Pell Grant expansionto assist-and enconrage child care

professionals to seek training;

. Linking compensation to training for child care providers by requiring that states set
higher reimbursement rates for providers that meet higher training standards, to address
high turn-over rates and encourage providers to seek higher education; and

. Establishing a National Child Care Provider Day to stimulate national recognition of the
important work of child care providers and to urge talented people to join the profession.

Screening of Child Care Providers

Making sure that child care providers are properly screened for criminal/abuse histories is a
compelling issue; it is also one that is wrought with complications of cost, jurisdiction and
effectiveness. Today, there exists no national standard for criminal (state/FBI records) and/or
civil (child abuse registry) background checks for child care providers. Background checks
E:Eﬁirements are made at the state level, and today, while state laws routinely require these
checks for people who work in banks, for example, no consistent requirement exists for child
care providers. While a few federal laws have been passed to either facilitate or encourage such
checks, they have had little impact and substantial obstacles remain:

. No national standards exist for background checks. "Background checks" can mean either
a criminal history name check, a fingerprint check, or a civil records check. Moreover,
states vary widely on who they check (part-time/full-time employees) and the scope of
crimes they are checking;

. There is no single database for background checks. The feds and the states have their
own information systems and many crimina!l justice records remain decentralized at the
local level. In addition, these information systems may not collect all of the relevant
information relevant for day care workers (e.g., sex offender registry may identify a
convicted child molester but not a child abuser); and

. The cost of background checks can be substantial. Fingerprint checks are at least three
times as expensive as name checks, but are more reliable. Concerns were raised about
passing these costs along to the customers, many of whom may already find child care
costs prohibitive. Moreover, child care facilities have a high rate of employee turn over.




Since the Supreme Court's decision the Brady Law, there is a heightened sepsitivity to imposing
mandates on states in this area, particularly without providing additional funding. Our
discussion on moving forward was focused on an Interstate Compact bill which the Justice
Department is preparing the send to the Hill this month. Under the Compact -- which must first
be passed by Congress and then by individual states -- the FBI would maintain an index of all of
the state-maintained criminal history records and the ground rules for states to share their
information. The Compact would be a solid first step to expand the availability of criminal
history records for "non-criminal justice purposes.” The downside is that each state needs to
ratify the compact if they want to participate-- which could take a iong time.

C. QUALITY ENHANCEMENT

Included in the binder is a memo prepared by HHS that outlines policy options specific to the
question of child care quality enhancement. A range of ideas are discussed, including:

. Creating a quality incentive fund that would be available to states for quality
improvements in a number of areas, such as promoting accreditation, providing consumer
education, providing professional training, meeting standards, etc.;

. Establishing a family child care network support fund that would be available to states to
establish and support family child care networks. Family child care settings are o
particularly vulnerableto poor quality, because of their isolation from any support
networks; and

. Creating a national public awareness campaign, stimulating technology and establishing a
research fund designed to improve consumer awareness and care.

2. Affordability

The federal government has two mechanisms for helping working parents afford child care -- the
tax system, through the Dependent Care Tax Credit (DCTC) and the block-grant subsidy system,
through the Child Care and Development Block Grant (CCDBG). We are exploring ways to
expand and improve each to reach more working parents. Included in the binder are memos that
examine the two systems and outline possible approaches to reform. We are waiting for HHS
and the Department of Treasury to complete its analysis of how these two systems interact --
what income levels are being adequately covered and who is being left out -- before we devise
specific recommendations in this area. To date, the most promising policy proposals are:

. Reforming DCTC to adjust the income slide parameters for eligibility and increasing the

4



amount of qualifying expenses (neither has not been adjusted for inflation since 1982);
and

. Increasing subsidy dollars to states to reach more people, possibly conditioned on certain

quality-related imitiatives undertaken by the states.

3._School Age Care

In our many focus groups with experts and advocates on child care, one message was very clear -
- the need for after-school programs is extreme and the evidence has never been more clear that
these programs are good investments, in terms of education enhancement, crime reduction and
teen pregnancy prevention. The Department of Education is in the process of completing its
proposal for an ambitious expansion of federal support for after-school programs. Included in
this binder is a overview of current federal programs in this area and some of the compelling
supporting evidence.
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THE WORKING FAMILY
CHILD CARE INITIATIVE 1959- 2002

During the last quarter century, the entrance of mothers into the
paid labor force has changed the face of the American work force.
Currently, a majority of American families is comprised of either
two working parents or is headed by a single working parent,
Child Care has become the "new neighborhood". Millions of
America’s families depend on access to affordable quality child
care in order to be productive workers. Their children depend on
child care that provides safe, healthy and productive learning
environments.

Child Care is an issue that cuts across income lines. However,
the struggle to find affordable quality care is particularly
acute for low-income working families. The new work requirements
contained in the welfare reform law will result in a great number
of parents going to work and placing their children in chlld
care., With welfare reform’s emphasis on labor force
participation of mothers, child care has become an integral
aspect to determining the success of welfare to work efforts. As
a result, access to affordable and high-quality child care is of
primary concern.

As we move into the 21st century, it is time to take bold new
action to develop a child care system that works for all of
America‘s working families. This initiative is designed to
assure that the FY 1999 budget lays the foundation upon which we
can begin to build a more effective child care system to support
working families and promote child development. It is designed
to move us towards a vision in which:

Every community will have a continuum of affordable,
quality care for children from birth through early
adolescence.

The Need for Affordable Quality Child Care

-—--‘____/

Affordability

Access to affordable and high-quality child care remains out of :
reach for many American families. While the average family pays ( V4
about 7 percent of its income for child care, child care consumes
about a quarter of the income of low-income families who pay for
care. Furthermore, as the demand for affordable child care
services increases, waiting lists for child care assistance for
these families continue to grow.

Federal child care assistance in FY 1997 provides $2.9 billion in
direct subsidies, serving a 1little more than cone million

1
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children. Although estimating the extent of the need for child
care assistance is difficult, if we consider working families
with children earning at or below 150 percent of poverty (or
about $20,000 for a family of three), we are currently providing
child care subsidies for less than one quarter of them.

In addition to child care assistance, the Dependent Care Tax
Credit provides more than $2 billion in tax relief for child care
expenses. However, because it is not refundable, the vast
majority of low-income working families are unable to access this
assistance. For these families, the amount of the credit has not
been adjusted since 1982, despite significant increases in the
cost of care over the last 15 years. ’

Supply of care

Even when funds are available, the lack of adequate supply leaves
many families without access to care. A recent GAO report :}
documents the need for more child care, particularly for infants
and toddlers, school age children and children with disabilities.
For example, while there are currently 50,000 school age

programs, serving 1.7 million children across the country, there
are more than 16 million school age children who have working
families. Moreover, this situation is further exacerbated by the
lack of "odd-hour care" for families working nightshifts.

Quality

tescarch has documented the importance of quality child care
rrzurams to school readiness. The first .years of life are

nive shown that quality school age child care can have a positive
:mract on academic achievement, especially for children who are
: at risk for school failure.

5

Ze=spite this correlation between quality of care and education,
many stories have raised serious concern about child care quality

during the past decade. From the "National Child Care Staffing
Swudv" released in 1989 to the more recent "Cost and Quality
Szudy", we know that the quality of child care for most children

remains far from adequate. Furthermore, in recent months, even
the basic health and safety of child care has become a national

[P S

Although 4 percent of federal dollars are set aside to address
guality, there are limited additional rescurces to help build
infrastructure, provide training and consumer services, and make
other improvements. Child care providers are the key to a

quality program. However, the majority of states require no pre-
service training for teachers or family child care providers. 1
Child Care teaching staff typically earn about $6.50 an hour or a
little more than $12,000 per vear and often receive no benefits.
This lack of support for the child care workforce results in high
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turnover, affecting the overall quality of care.

Guiding Principles for Child Care Policy

Meeting this critical need calls for major new public and private
investment and a bold comprehensive approach based on the
following principles:

o

Child care is critical to workforce development and child
develcpment.

A broad range of working parents need some asgistance in
accessing affordable quality care. - '

The quality of care affects school readiness and academic
achievement.

The quality of care is directly related to the investments
made in programs and providers.

All segments of society: parents, schools, employers,
health providers, other community agencies, states-and
the federal government must be inveolved to ensure access
to adequate care.

Goals and Qutcomes

This

initiative sets forth an approach to address three key

issues: affordability, school age care and quality.

We propose the following outcomes for this investment.

To improve the economic and social well-being of working families

with

O

children by:

Increasing the number of low income families with access to
affordable child care by doubling the number of children
receiving direct child care assistance by the year 2002
(réaching 2 million low-income children).

Increasing the number of families with school-age children
who have access to child care by doubling the number of
programs serving school age children in after-school and
symmer programs, including youth sport programs.

To improve the quality of child care to promote childhood
development by:

¢ Improving the quality and accessibility of care jin more than

500 communities across the country, with a particular focus
on assuring the health and safety and school readiness of
children 0-5.

FDTISEE



o Increasing the number of trained child care providers by
expanding access to training and other supports for 50,000-

75,000 child care providers per vyear.

o Increasing the number of informed consumers and improve
child care data and the use of technology by increasing
access to consumer education, innovation and data collection
in every state. .

FY 1999 Budget Request

This proposal will require changes in Title VI of the Personal
Responsibility and Work Opportunity Reconciliation Act of 1986.
The proposed funding level for The 1998 Amendments to The Child
Care and Development Block Grant is $2 billion in mandatory
funding for FY 1998S.

We are also proposing that this effort be accompanied by changes
in the Dependent Care Tax Credit to make this authority more
supportive of working low-income families.

The following five initiatives are designed to address the three
key issues of affordability, quality and school age care. These
initiatives build on existing developments in the field,
attempting to bring promising programs and practices to scale.

Affordability

1. Cchild Care Assistance for Working families

¢ Increase funding for the Child Care and Development Fund by
$700 million in order to provide at least 1.25 million child
care slots in FY 1999, increasing to 2 million slots by FY

2002. e
Loans wl LM{{AM.
o States would be allowed to integrate these funds into their incwt-

Child Care and Development Fund and match with state, local
or private sector dollars.

o Like existing resources in the CCDF, these dollars would
enable parents to choose child care in their preferred
setting, subject to State health and safety standards.

o States would be required to set benchmarks to expand
eligibility to serve more working families, to make

copayments more affordable, and to improve reimbursement
rates.

Quality

2. Child Care Caring Communities

¢ Increase CCDF funding by $800 million.



Distribute through the CCDBG State formula.

Grants of $500,000-$2 million would be made to establish
family child care networks, promote accreditation, provide
consSumer education, provide training, meet standards,
promote health and parent education ip child care and
iMfprove access and affordability. Communities would select
priorities based on j care for
infants and toddlers.

Funds would be federal with a 20 percent local match. Funds
would go from the State level to communities across the
states.

States would have to assure that they would take steps to
incorporate Key protections for children’s health and safety
outTined 1n "Stepping Stones" developed by the American
Academy of Pediatrics and the American Public Health
Association.

Communities would have to form partnerships with the private
sector to access funds.

.E.A.C.H USA (Teacher Education and Compensation Helps).
Increase CCDF funding by $150 million.

This builds off the success of the T.E.A.C.H program
launched in North Carolina and now emerging in 4 other
states. (T.E.A.C.H. is a State program that offers a
variety of educational scholarship opportunities to child
care providers that enhances their skills and
marketability.)

Funds would be all federal to state, using the CCDBG
formula. '

“M\ _(h-
States would have agree to set standards for child care T—+#-
provider preparation. The licensure of providers would be
encouraged.

Funds would primarily be for scholarships, howevexr gtates

could sétr—awide T portion for program development .

The 21st Century Child Care Fund

0 Increase CCDF funding by $50 million.

o Funds would be administered directly from the

Federal level. HHS would:

o Establish a consumer hotline for parents which




would connect with local resource and referral
agencies.

o Launch a public awareness campaign for parents
on choosing and monitoring quality care and
parent involvement.

o Establish a National Center for Child Care
statistics.

© Support innovations in the use of technology
to encourage distance learning and interactive
computer programs as part of child care teacher
preparation.

o Support research and demonstrations on child care
issues that could benefit other communities.

School -age care

5. Making the Most of out of School Time (The MOST USA Initiative
is a community-wide process for expanding the supply of school
age child care.)

o Increase CCDF funding by $300 million.
© This builds upon projects successfully launched across the
country to build the quality, supply and affordability of

school age care in communities.

o Funds would be distribuﬁed to the states based on the CCDRG
formula.

o Funds would be federal with a 20 perxcent local match., Funds
would go from the State to schools or community based
agencies.

o Funds would be provided to improve and expand school:age
services Irom preschool to early adolescence.

o The National Youth Sports Program would be integrated into
this part of the initiative in order to give children
opportunities to participate in organized sports programs
during the time they are not in school.

Other Participating agencies:

The involvement of other Federal agencies, both within and
outside of HHS, will be determined in the upcoming weeks.



Dependent Care Tax Credit

HHS staff is currently working with Treasury to develop proposals
to expand the Dependent Care Tax Credit and make it more
supportive of Iow income working families. Issues under
consideration include_ increasing the income level at which
families receive the full credit, increasing the amount that cap
be €laimed towards the credit, and exploring issues around
refumdabittry.

FY 99 Budget Request

Child Care
Affordability $ 700 million
Quality $ 1 billion
School-Age $ 300 million |
TOTAL $ 2 billion ‘ I




