i C &C:ar:."féfﬂ »5

%
QQ

[ ] H ’
#  Paul J. Weinstsin Jr. 121597 04:59:13 PM

£
Rooord Type: Record

Tor: Karl.Sehoiz @ Treas. Bprint.com & ingl, Michael Barr @ Treas.Bpoint.Com @ ines

oo See the disweibution lst a1 the botiom of this message
Subject: noreasing the Availsbifity of Child Care FPacilities In Low Income Neighborhoods

3

| am writing vau regarding a proposal to promata the availability of ehild cars {acilities in e
Jow-income neighbornoods that has been floated to the DPC and the NEC. The proposs! would 2
amend the Lcawilncame Housing Tax Credit (LIMTCY Law to permit the tax oradil 10 subskiize
commoen areas within a housing credit praperty even it that area is made aviilable {0 individusis
who do not reside within the property. The provision coutd be limited 1o make sure that the basic
purpese of the Housing Credit program would not be undermined. tn addition, the arcposal would
be budget rzeutia!-

)

k3
My vﬁéarstaad%&g is that John Qrszag from the NEC has forwarded a copy of the proposal with
fmgisiative iangu}age. The DPC is very interested in this proposal and would like 1o see if it would fit
intg the Pregident’s chiltd care witigtive, My understanding 's that the NEC s intgrested in the idea
a5 wall,
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Please lat me knaw as soon 48 aossitde what gre the Department’s view o this propesal.

Thanks. '

tassans Copied To:

,}:y\nifer L. Klein/GPDIECGP
8ruce N. Reed/QPD/EOP
Elena KapganfQPDVEQP
Jonathan DrszagfOFREQP
Nicole B, Rabnor/WHOEQP
Jose Cerda HIQPDIEDP
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i OPTIONS FOR CHILD CARE INITIATIVE
I.  Tax Sx'atem. 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 ralsmg 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 b

hlgh of 50 percent at $30,000 or less of income to 20 percent at more than $59 000. Ihm_qp_ﬂg_n 7
. ¢ es @ ng

megbjg 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 chlld 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 Y€ars.

F

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

A, Distribute additional funding to States by current CCDBG formula without restriction.

B. Require that states set benchmarks to access additional funding. To access additional
funding, states would be required to set benchmarks, concerning, for example, eligibility and
priority (i.e. tafrgeting) levels, copayments, and reimbursement rates. While states would have
considerable ﬂlexibility in setting the benchmarks, continued additional funding would be contingent
on progress toward meeting the benchmarks.
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N Quality/Early Learning. Options for increasing federal investment in the quality of child
care and early learning include:

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

I {’;‘fzz’iié Care Provider Scholarship Fund. Announced by the President, the Child Care
Provider Sclmlamth Fund will enable states to provide scholarship funds to students warkmg
toward a child care credential. Eligible child care workers must commat to remeaining in the field for
at least one year for each year of assistance received and will earo increased compensation or
bonuses when they complete their course work. The President announced an investment of $250 Se
milkon over f‘wa years. <

2. Elrpand the Child Care Apprenticeship Training Program. Expand the Child Care e
Appmmlceshnp Program to fund the training of child care workers toward a degree equivalent tothe Zoe
Child Developmem 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. Con.s‘umer Education and Researciz Establish a new fund to support consumer education,
technology development and utilization, data and rescarch. 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 1o help parents select safe and healthy care.

. 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.

: _
Do Early C?frifé’?ﬁwd Educaion. Increase investment in early childhood education and learning
activities, {}pz%ians for the funding mechanism include:

Y. Early Childhood Education Fund. Establish a grant program to support speci{ic activities
to improve safety, quality, and leaming 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:

ay Combined local/state funding for early childhood education activities. 30 percent
of the fund would be passed through states to local collaboratives and 50 percent would be state
discretionary 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 i the areas of
education, health and/or safety. The fund would require a modest {e.g. 20 pereent) cash match for

2


http:Combin.ed

B N A

et R

the state i‘undsi There would be no match for the local funds,

b} Funding for Local Collaboratives through States. Funding would entirely pass
through states to local coliaboratives 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 doliars. .

«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 gﬁmding for the program.
i :
2 Her}d Start / Early Head Start. Increase the Early Head Start (children (-3) set-aside (5
percent under currcnt 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 devel opment, home visits, and family
support servxces One option would be to double the set-aside to enable more than 30,000
additional children to receive Early Head Start services in 2002 {(refative to current law).

v chool-
A. Increasmg Federal !mfese‘men: int School-Age Programs. Qptions for the funding mechanism
include: ! :

1. Invest in a Two-Pronged School-Age Initiative. Both expand the existing 21st Century
Community Leamm g Centers program for public-school based programs and establish a new fund
for cammumty-bascd agencies to increase supply of school-age opportunities. The 21st Century
Community Lf:lammg Program provides start-up funds to school-community parinerships 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% wargeted to areas with high concentrations of poverty,

2. Expémd and Modify the 215t Century Community Learning Centers program. Expand the

existing 21st Century Community Leamning 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. Coor dmanon of Federal Efforts. Set up 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.

biilion over five years.
V. Stay-atl-Hgme Parents.

A. Leave Options for Working Parents. N

1 Expand the reach of the Family and Med:cal 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 i mcome is below $50,000, at a cost of $1 billion per year. This plan would use the
unemploymcnt insurance system to provide the leave payments, but would be paid for by the federal
government,

| .
B. Demonlvtrarfon 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:

). 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.

2. Modyﬁ) 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.

|
1
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PRFLIM!’QAR’Y OPTIONS POR CHILD CARE INITIATIVE

I _A}g_sxsw Options for investing in child care thmugh the tax syswm mciude:

: o J¢ edit. Modify the Child and Dependcai Cam Tax Credit

(CDCTC) by ralsmg the top rate and movmg the phase-out range. One option constdered 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 1o 20 percent at more |
than $28,000 of income {a phase-out raie of one perceniage 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 859,000, providing an average tax credit of $233 and e:hmmatmg tax -
Zmbzlzt}f for mosa famzlze% wﬁi& ncomes beia}w 2{}8% of poverty Thig ontion wouls -

alsg avazlabi The. cmézt ceaié as&b@m&e rcfandabie i

Pros: r
. The CII?CTC paramneters have not been adjusted for inflation since 1982,
i
. Through the tax system, assistance can be provided directly to parents for their child care
needs wuh low administrative costs.
i ;ggn§:
. 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
mcmzzt: in the bottom quintile. About 32 percent of the credit is received by those with
incomne in the top quintile,
t \
- Taxpayi:rs who also claim the $500 child credit will not benefit from an increase in the
, CDOT {Z unless their income 18 between 130 and 160 percent of poverty.
. The IRS cannot easily verify child care expenditures. In 1988, about one-third of the

CDC’I‘C amoints claimed were false or overstated. Compliance efforts since 1988 may
have reduced this error rale somewhat, but the IRS continues (o have difficulty verifving
expenses.
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B, Tax Lredits to Corparate Sector. Provide a tax credit to businesses that incur costs related to
providing child care services to their employees. Qualifying expenses could include thosea
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
refereal services 1o emplovees. Under one option considered (proposed by Senator Kohl), the credit
i:(}i,!iii cover 5{3% of qaaiafed COsts mcurred but cmzlr;i not e:xcaed 5 150 (}00 per year 1]1_3_93‘9&5

thwacauid aisc; be scaied back for examplc to cover a sma&ier pamenmge of quaitﬁcdceﬁts or 1o

limit the types 'of qualified costs to which the credit could apply.
. 1 '

Pros:
. The prt;posai could increase the avattability of child care services by giving businesses an
incentive to provide those services to their employees.

. The pr(gposal addresses concerns about the guality of child care by requiring that businesses
take thﬁ’i credit only for expenses incurred in licensed child care facilities.

* ; ¥ - - * *
’ This may give businesses a tax credit for expenses they would bave otherwise incurred --
and deducted or depreciated -- in the absence of the credit.

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

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

i CHILD CARE AND DEVELOPMENT BLOCK GRANT. Increasing federal investment
in the Child Care and Development Block Grant (CCDBG) will enable stales ta provide child care
subsidies to mié_iiziemi low-income working families with children under age 13, According to
HHS csizmai::s; for every 3100 million of annual additional federal investment in the CCDRG, at
least an additional 35,000 chzldren from falmhes mth incomes below 200% of poverty wlll receive
sa&sujzzzx{i s:hxifi care. : g

1

Pros: 1

" CCRBG provides significant relief to low-income working families for child care costs,
Average child care costs are $74 per week, and the average subsidy i5 $66 per week.

* States clurrcnlly target their CCDRG dollars to the lowest-income warking familics 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 ohiigated nearly all of their FY 1997
CCDBG dellars. Although states are allowed to subsidize child care costs for families
below 83 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 flexibilily to use the funds
for the particular child care needs of their low-income populations.

. The fﬁéerai government has little control over the income levels of the families reached (as
long as i?;ey are below the statutory limit of 85 percent of state median income).

of child camaxz:i eariy icmmg x zzz:iuézz

(. Options for increasing federal investment in the quality‘z

A. Child §§ng§ Provider Training. Increase federal wvesiment in the training of child care
providers. Qp‘i;%arzs include:

H

\. Child Care Provider Senolarship Fund. Announced by the President at the White House
Conference c}niﬁ‘ih;ié Care, the Child Care Provider Scholarship Fund will enable states to provide
scholarship &znds to students working toward a child care credential. Eligible child care workers
must commit o remaining in the fteld for at least ane year for each year of assistance received and
will earn increased compensation or bonuses when they complete their course work, The President
announced an fovestment of $250 million over five years.

r

2, Chiltd Care Apprenticeship Training Program. Expand the Child Care Apprenticeship
Program to fund the training of child care providers working toward a degree equivalent fo 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,

. 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.
pmg;mzéi {on which the fund is modeled) indicaie that annual staff turnover is only 10% for
T.E.A.C.H. participants, as compared to 42% statewide.

i

Kesnd i Evaluation. Establish a new fund to support data and research and technology
dey &I(}g}m{:m az‘zd atilization. Uses for the new funding would include research and demonsiration

projests, a National Center on Child Care Statistics, and 2 national child care hotline.

i

3

P - Prmiaisonte 3 sk rar tmaima s B Do A 4 sw R el 104 b de e pubed Sk Amimibemcbniddndes



1
!
1
i

Pros:

. 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.

. Research will not directly increase the supply of child care, and does not directly make care
more af fordable.

C. Sraﬂdagg'.g' Enforcement. Establish a fund for states to improve licensing and enforce state
child care heaith 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 cére experts report that almost all states under enforce child care standards.
|
. Research and experience in the military child care program indicate that diligent
enforcemenl of standards -- particularly frequent unannounced inspections -- improves
quallty .
ons: ‘
. Where state child care standards are inadequate, the fund may result in only marginal

improvements.
- t

D. Early C:hi!dhood Development and Quality

I
1. Larly ], earmng and Quality Fund Increase federal investment in activities to improve early
childhood educatlon 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: :
1
. Targets infants and toddlers, who are most vulnerable to health and safety risks in child care.

| 4 ‘
k .
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. The Admmlstratlon has made a strong commitment to promotlng early childhood
development and learning, which will help ensure school-readiness.

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

2. Head S{ rt / 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-asnde to'enable more than 50,000 additional children to receive Early Head Start
services in 2002 (relative to current Jaw). .

to $4 billion gver ﬁve ves

l : :
IV. SCHOOL-AGE OPPORTUNITIES

A Expansion of the 215t Century Community Learning Center Program. The 21st Century

Community Lc'aming Program provides start-up funds to school-community partnerships to
establish beforf':- 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 moreased local match to ensure that programs become self-sustaining after receiving
start-up fundmg

Pros:

. Rosponds 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
mllllOI’lI|

. Increascl;s 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 21 slf Century Community Learning Center program has a prow}en record of support in
this Congress (approprlated at $40 mllllon for 'Y 1998) there is no need to create a new
{ederal program.

Cons:

|
|
. It may l|Jc difficult to expand a newly funded program to a level that meets the great need for
|
5.
|
|
|
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aﬁcr«-sc;;mi programs.

* Some sci;mi& operate in an isolated manner and do not broadly engage parents or
mmmaimty organizations in their programs.

. This pmgram 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 msht‘utmns

ordis ‘ : arts. Create a multi-agency task force to assist three to five pilot
CIZI&S :dmuiy, {}bzam ami m&ke zize i“;esi use of currently available federal resources --financial and
human-- to provide comprehensive after-school programming for their children. This collaborative
federal effort x?'ouid work to remove impediments to access to or efficient use of federal funds and
would seek 1o provide the communities with information from around the country regarding
promising and effective programmatic strategies. In addition to assisting those communities meet
an imporiant need, this initiative is expected to lead to other federal multi-agency collaborative
efforts in other areas.

empinyccﬁ of busznesses Wt‘{h 5{} Of more ampkoyees Opixans include expandmg coverage to
businesses with 25 or more emplovees, either all at one time or incrementally, Another option isto
extend the time period from 12 weeks {current law) to 24 weeks.

Pros:

. By increasing the mumber 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 streng business opposition and increasing the Iength of

leave may do so as well

1

» A vcryjsmali percentage of employees take the maximum amount of leave now, s¢
expanding the length of Icave will help only a small percentage of people. Today, only
E{)O,Z)O? to 400,000 take the maximum leave of 12 weeks, out of the 12 million whe take the
leave. !

i
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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 newhorm,
foster, or adopted child did not do so for cconomic reasons.

B. Provide pczid 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-tiroe or full-time
for one year ami whose family income is below $50,000, at a cost of $1 billion per year, This plan
would use the ummpioymem insurance system to provide the leave payments, but would be paid
for by the ferierai government. Employers not currently covered by FMLA would not be required to
allow their empi{zy&% to take this leave.

. | | ‘ 5
* Paid iea;ve: would allow more parents 10 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 w%xo wanted 1o take leave to care for their newborn, foster, or adopted child did rot do
se for cconomic reasons,

t
F

Cons:

. There are smal! substitution effects,” Two to three percent of all emplovees receive paid
leave from their emiployers, 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 husmsss backlash because the cost of hiring wil! increase as more
people take leave.

i
. ;i)emwzsfm{ian Project to Support Stay-at-Home Pargnts. Establish a demonstration project

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

Pros;
5 This proposal would target beaefits to parents who stay at home during & crucial time in
their ch ilidrerz’s development,
!
Cons: |
. This f)ptli{:)n is likely to affect a small number of people.



2 : v erigin gge.  Build on the $500
per child tax crcdlt For cxample, fam:hcs w:th chzfdrcﬁ (} 03 years af agéz cmzié receive an
additional $250 at a cost of roughly $6.5 billion over 5 years, or families with children O to 1 year
of age could recewe an additional $500, at a cost of roughly $4 67 billion over 8 yeurs,

Prog: ,

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

»  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 marmage bonuses, while the

Secial 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 tederal goifemenz invests in child care in a variety of ways. The two principal mechanisms
designed to help parents pay for ¢hild 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 COCTC provides tax relief to taxpayers whao 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 AGl of
$10,000 or lass) 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 1o $1,440 for a taxpayer
with two or moire qualifying individuals.

Child Care anld Development Block Grant. The CCDBG 15 the primary federal subsidy program
devoted to ch:ld care, enabling low-income parents and parents receiving Temporary Assistance for
Needy I zumhes (TANF) to work or parlicipate in the educational or training programs they need in
order to work. Wclfarc reform increased federal fundmg for child care by approximately 34 billion
over five years (FY 1997 - FY 2002}, and it consolidated four child care subsidy programs into the
CCDBG. The funés are distributed primarily by formula to the states (o operate direct child care
subsidy pragmfns 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 fimds on «fforts to improve child
care quality.

%

CCBBG

CBETC

Current fedcmi: fzmding igvel

$2.9 billion (FY 1997)

32.6 ballion (FY 19%8)

Bligibility crijeria

Famities {TANF and non-
TANF)} with childres under 13
who need child care and earn
iess 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,

2% of poverty and children

under program

wnder 13 who receive assisiance

familics)

% of overnl éa:%iiam in program | Approximately 96% 19%
going to families with AGI

below 200% of poverty

% of {amilics v;’ith AGI below 12% (of potentialty eligible 13%

Amount of t‘cdt;:ml assistance

_l

$2.200 {average, annual foderal
subsidy per-chiid)

$419 {avernge tax relief poe
family with AGH below 200% of
povertyl




In addition, the $500 per-child tax: credit in the Balanced Budget Act can provide significant
additional support to help parerits 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 pro grams for school-age children. The
Child and Adult Care Food Program (CACFP) provided meals to approximately 2.5 million
children in appr0x1matcly 35,000 child care centers (including after-school centers} in 1997. The
General Accountmg Office identified the CACFP as one of the most effective vehicles for reaching
family child carc 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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Effect of Modifying Child and Dependent Care Tax Credit
Single Head of Household, One Child Under 13, $20,000 of Income, and $1,800 of Child Care Expenses

gon3

1498 Dollars
Cumrent Law Optlion
Eamings 26,000 20,000
Cither Forms of Income D g
Chid Care Expenses _ 1,900 1,800
Adjusted Gross Incorme , 20,000 20,000
- Slandard Deduction -5,400 6,400
-- Examptions 5,800 5,600
Taxable income . : 8,000 ’ 8,000
g Pre-Credit Income Tax Liability " 4,200 1,200
S - Ghild and Dependent Care Cradit -A75 -850
. ~ $500 Child Credit S 500 <500
b - Eamed Income Tax Credit : 1,152 -1,152
¥ " .
HW
bt Post-Credit Incoms Tax Liabilily 927 1,152
Change in Tax Liability From Current Law 235
Departmertt of the Treasury December 4, 1967
o QOltice of Tax Analysis
2 COption:  Child and dependent care tax credit rate would be §50% for taxpayers withyAG1of-830,000 or less e
& Credit rate would be reduced by 1 percentage point for sach additional $1,000 of AGL
@ Credit rate would be 20% for AGI above $58,000.

12704787
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] Effect of Moditying Child and Dependent Care Tax Credit
Single Head of Househald, Cne Child Under 13, $25,000 of Income, and $2,500 of Child Care Expenses

1998 Doliars
Currert Law Oplion
Earnings ‘ 25,000 28,000
Other Forms of income 0 0
Child Care Expenses : 2,500 2,500
Adjusted Gross income . 25000 25,000
~ Standard Deduction , 6,400 © 8,400
- Exemptions : : -8, 600 5,600
Taxable Incoma 13,000 13,000
Pre-Credit income Tax Liabllity 1,950 1,950
~ Child and Depandent Care Credit . - D28 -1,200
- $500 Chitd Creyil IR 500 500
- Eamed Income Tax Credit . ~353 353
Post-Credit Income Tax Liagility 569 ‘ 103
Changs in Tax Liability From Current Law Lt 672
Department of the Treasury . December 4, 1997

Office of Tax Analysis

Option:... Child and dependent care tax-¢redit rate would be 50% for taxpayers with AGI of $30,000 or lgss ¥+
Credit rale would be reduced by 1 percentage point for each additional $1,000 of AG.
Crudil rate would be 20% for AG! above $53,000.

12704797
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OFC TAX POLICY

Effect of Modifying to Child and Dependen! Care Tax Credit
Married Couple, Two Children Under 13, $35,000 ¢f income, and 34,050 of Child Care Expenses

1859 Dollars
L Currant Law Option
Combined Eamings (Both Emploved) 1/ 35,000 35,000
Other Forms of Income D 0
{Child Care Expenses 4,050 4,050
Ad}uéied Gross Income 3& 000 35,000
- Standard Deduction - _ ' -7,300 -7,300
- Exemplions -11,200 -1%,200
Taxable income s 16,500 15,500
Pro-Credit income Tax Liability ’ 2,475 2475
~-Child and Dependent Care Credit -810 -1,823
- $800 Child Credit . -1,000 -1,000
- Eamed Income Tax Credi 0 Q0
Post-Credit Income Tax Liability 865 0
Change in Tax Liabifity From Current Law -665

Depantment of the Traaswry ‘ December 4, 1997
Office of Tax Analysis . :

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

. Option:  Child and dependent care tax credi rate would:ber50%-for taxpayers with AG! of $30.505%or less o

Credit rate would be reduced by 1 percentage point for sach additions! $1,000 of AGH,
Credit rate wouki be 20% for AG! above 359,000

e et o i G+ —— et s v
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§ Effect of Modifying Child and Dependent Care Tax Credil
& Married Couple, Two Children Under 13, $50,000 of income, and $4,050 of Child Care Expenses
1989 Dollars
- Current Law Cplion
Combined Eamings {Both Employed} 1/ 50,000 $0,000
Other Fomms of Income 0 0
(hild Care Expenses 4,050 4,080
Adjusled Gross Income | 50,000 50,000
-~ Standard Oeduction ) 7,300 © 7,300
-~ Exempilons - -11,200 -11,200
Taxable income 31,500 34,500
E Pro-Credit Income Tax Liabilty = ~ 4725 _ 4725
2 -~ {hitd and Dependent Care Credit -810 1,215
K> — $500 Child Credit S -1,000 -~1,0CD
= - Earned income Tax Gredil e - 0
L2
£
@ Post-Credit Income Tax Liability 2,915 2,510
- Change in Tax Liability From Current Law ~405
Department of the Treasury - _ Bacembar 4, 1987
o Office of Tax Analysis
% 1/ Eamings of lower eamer are greater than child care expenses.
N Cption:  Child.and dependent care tax creditralé-would be 50% for laxpayeis WIFAGIEI$30,000 orless ™™ R
& Crodit rate would be reduced by 1 percentage point for each additional $1,000 of AGI,
© Cm‘it ra:a weuzd by 20% ftJr ﬁ@i abova $59 %{} e
o

" 12/04787
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DATE: December 4. 1997

11:24 Nancy Hoit 781-749-5563
i !
3:37 David U1hlmann 305-0337
} Re: Bonnie left you a message about why he's calling 301-587-2324 (H)
_ after 6:30
!
5:45 ( ) James Bennett, NYT 862-0359
[ gl \
Rich Tarplin 690-7627

Re: call him tomorrow (he wants to come in next week to see you and
Elena). 1




White House

The First Lady
Frank Raines

Janet Yellen

Gene: Sperling
Bruce Reed

Rahm Emanvel |
Eon Kiain !
Ann Lewis .
Melanne Verveer !
Mans Echavosie |
John Hiliey
Mickey tharra
Michae] Wu!dﬂ;mi
Elena Kagon :
Emily Bromberg !

Depariment of l)cifegig
Carplyn Begraft 1
Linda Smith {

Secretary Rubin
Jonathan Cruber
Karl Schokz ‘

¢
Attorney General Reno
Kent Markas '

enn 2 gre
Shirley Watkins
i
g g _b{;
Kuty Higgling ;

i
H

Depurtment of Elc:a?!h and Heaman Sorvices
Kevin Thurm | _
Olivia Golden :
Joan Lombaydi
Mary Bourdente

DPC PRINCIPALS MEETING
December 8, 1997
Room 180
11:00 4.0t
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PRELIMINARY OPTIONS FOR CHILD CARE INITIATIVE
{. FAX SYSTEM. Options for investing in ¢hild care through the tax system include:

A. Child aég_d 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
3160,000-828, 0{}{} {current faw) 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 mcome (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
;té;usteé gTOSH zncomes bclow $59 000 providing an average tax crciizt of 5233 anii eliminating tax

. . 1he crcmlcou]d e be o ,—eﬁméab;a 2 ¢ 3:“,;,,%; .. &w e %%& 418

Pros: |

. The CD;CTC parameters have not been adjusted for inflation since 1982,

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

Z. M&&‘b&

Cons:
. The CDCTC is not well targeted to those with Jow incomes.

- Under current law, about | percent of the CDCTC is received by familics with money
wmeome n the bottorm quintile. About 32 percent of the credit is received by those with
mcome 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?camet easily verify child care expenditores. In 1988, about one-third of the
Ci}{ﬁiﬁé 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,

I3 for. Provide a tax credit 10 businesses that incar 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 ¢hild 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 K(}?lk) the crizéli
could cover 5{) % of quallﬁed costs mcurred but could not cxcecd $FS(} Elf}{} per }wr This op

option could also be scaled back, for examplc t(} cover a smalier pércemage: of qaahizeé costs or o

limit the types 0fquallf'Ld costs to which the credit could apply. Tesves « 1, De ik .
P P 2. wwl&muw%mw

Pros; |
) The proposal could increase the availability of child care services by giving businesses an
inceutive to provide those scrvices to their employees.
} e g . X
. The proposal addresses concerns about the guality of child care by requiring that businesses
take thc'l credit only for expenses incurred in licensed child care facilities,
i
Cons: ‘
. This may give businesses a tax credit for expenses they would have otherwise incurred -
and deducted or depreciated -- in the absence of the credit,
. Because the proposed credit is likely to disproportionately beneiit middie- and bigher- wage
workers, it may not be an efficient use of scarce federal resources to support child care.
, A tax credit {or employers will not benefit the nearly 30 percent of the labor force whose
employers are nen-taxable {(governments, non-profit organizations).
I1. . Increasing federal investment

innthe Chztd Care &né E}cv’eiopmem 8¥ock {}razzi {CC {}B{}} wi i embis states to provide child care
subsidies 1o additional low-incgme working families with children under age 13, Accordingto . geTe
HHS csnma’zes,: for gvery 3100 million of annual additional federsl investment in the CCDBG, at ?,"I
least an additional 35,000 zhzidrezz from f'zmzhes mzh incomes i}eiew 200% of p{)ver{y w1il receive
subSLdzzcé chzié care. ; : - gase the

" S TRGRAS 1, w*' ﬁmﬁﬁ&t i.L """‘31

!- an. DRI - Mgmdﬁ&#sw«,

. i
Pros: ;
. CCDRG provides significant refiel 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 {:{m‘cmiy target their CCDBG dollars 1o 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.

A i Lidne. b v tefpramady of LFidni, s, wit v ot Tw'r c»ic\\ham&(\.s,
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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 maj?rity of states serve only families with incomes below 130 percent of poverty.

. Increasmz, federal investment in the block grant leaves states with flexibility to use the funds
for the pamcular child care needs of their low-income populations.
i
. The federal government has little control over the income levels of the families reached (as

i .. .
long as they are below the statutory limit of 85 percent of state median income).
i

| .
III. OQUALITY/EARLY LEARNING. Options for increasing federal investment in the quality
of child care an'ld carly 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 IHouse
Confercnece 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 ﬂ.-Luw
must commit to remaining in the field for at least one year for each year of assistance reccived and ™, /
will carn increa:scd compensation or bonuses when they complete their course work. The President y i ,,;’,1
announced an illlvestment of $250 million over five years. §

i

2. Ch:'!c:f Care Apprenticeship Training Program. Expand the Child Care Apprenticeship
Program to funcll 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 ca‘re experts agree that well trained child care providers are a key clement 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 (unding would include research and demonstration

projects, a Nattonal Center on Child Care Statistics, and a national child care hotline.
1
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Pros: :
. 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,

Cons:

. Researc:h 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 seitings and increasing vnannounced inspections of licensed child

carc centers and family day care homes,

Pros:

* Child care experts report that almost all states underenforee child care standards.

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

Cons:

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

B. Early Learni uality 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) ta ensure health and safety in child care; and (3) 10 increase parentad involvement. In
order to accomplish these goals, funds could be used for the following activities: {1} providing basie
training to child care providers (including first aid and CPR, and training in child developroent); (2)
ereating and supporting family day care networks (e.g, connecting individual ¢hild care providers to
centers for education and support); (3) assisting providers in meeting acereditation and licensing
requirements; (4) linking child care providers with health professionals: and (5) providing home
Visits, parent cducatlon and consumer education about child care. This program would pf‘{}‘&’iiiiﬁ
chailcnge ;,ram:; 1o communities {e.g., counties or local public-private parinerships} to support child

care providers and programs. paev Sl
p'xm‘ 1. mulzﬂn%uwl? MH MEM&‘S'(&«*\'} PRV S viong. bills
Pros; L %MM wshbfwmﬁ

. Targets mfants and toddlers, who are most vulncrable to heaith and safety risks in child care.
» The Administration has made a strong commitment to promaoting early childhood

4



deveic;:[)ment and learning, which will help ensure school-readiness.

|

Cons:
» With Ezmtteé resources, additional invesiments in quality may take money from investmenis
to make child carc more affordable.
]
B MM Increase the Early Head Start {children 0-3) set-aside {§

percent under {:zzrrczzz 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 sei»aszée to e¢nable more than 50,000 additional children to receive Early Head Start
SOFVICes in 2{}{}7 {relative fo current law), Yo mede ?  (00m [xjr

A, Expansionpfihe 21st Century Commumity Learning Center Program. The 21st Century
Community Lc:aming 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 mcm'lsf:d local match to ensure that programs becotme self-sustaining after recgiving

start-up fundi mg Tavesy L Gc s HUS
1 L. Fanding, (wk dsicdiooany yo wib dnde o)

Pros:

. Responds to the tremendous need for afier-school programs. Estimates of the number of
“latch-key” children who are unsupervised during non-school hours ranges from 2 ta 13
miilion'}.

. ln«:reastes the supply of after-school programs in a cost-effective manoer by establishing or
expanding programs at underutilized public school buildings.

i

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

i

. The 21st Century Commmumity Lcaming Center program has a proven record of support in
this Coongress {(appropriated at $40 million for FY 2993) there is no need 1o create a new
federal program.

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

after-school programs.



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

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

{ o
B. Coordination of Federal Efforts. Create a multi-agency task foree o assist three to five pilot

cities identify, obtain, and make the best use of currently available federal resources —financial and
human-- to provide comprehensive afier-school programming for their children. This collaborative
federal effort would work to remove impediments 1o access (o or efficient use of federal funds and
will seek to pmwdc the communitics with information from around the country regarding promising
and effective pmgrammanc strategies. In addition to assisting those corununities meet an imporiant
need, this initiative is expected to lead to other federal multi-agency collaborative efforts in other
areas. Aub.'s Toer

s

V.  STAY-AT-HOME PARENTS ({wor @afnan STVLAT lows)

;

&mployecs of bzzsmesses with 5{} or more empm}ms Optiz}r‘zs include expandmg coveragﬁ: to
businesscs wzziz 25 or more emplovecs, either all at one time or Incrementally,  Another option is to
gxtend the tzmc period from 12 wecks (current law) 10 24 weeks. Mok bal?ulaq bt

%

Prog: |

¢ By increasing the number of covered employees, niore parents would have the ability to take
time to care for their children. Lowering the employee threshold would cover 10 milhion
aéézimnai employecs or increase by 15% those employcees covered by the Act.

. No exp{mse to the U.S. Treasury.

Cong: :

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

. A very %mail 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, {}OD to 400,000 take the maximum leave of 12 weeks, out of the 12 million who take the
leave.

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

Depanmcm of Labor, 65% of those who wanted to take leave to care for their newborn,

6
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foster, or adopted child did not do so for economic reasons.

8. Provide puid parenial leave covergge for a limited amount of time for working parents
below o set income level. For example, a new paid leave plan could provide $200 a week for 6
weeks of paid ieavc 10 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 31 billion per year. This plan
would ose the uncmployment insurance system to provide the leave payments, but would be paid
for by the fcc}eml government. Employers not currently covered by FMLA would not be required o

allow their emplo}rees to take this leave, Fo=&3: [ Mo ‘
i g 2. S%«.WW@ mgmi% PTG S

Pros: '

. Paid Icave wolld allow more parents o spend time with thetr newbom 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 <hild did not do
so {or 2COROMIC rEasons,

Lons: ‘

* There are small substitution effects. Two to three peveent of all employecs receive paid
feave f’zfam 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
@7%;) 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 recetve any benefit,

* There may be some business backlash because the cost of hiring will incrcase as more
people take teave,

C. Demonsiration Project io Support Stay-at-Home Purents. Establish a demonstration project

for innovative approaches by states to enable parenis to stay at home during their children’s first

years of life, Codb o adled 4o M%M

Pros:

. This praposal wonld target benefis to parents who stay at home during « crucial time in
their children™s development,

Cong:

. This option is tikely fo affect a small number of people,

L. . Build on THE $500

per child tax credil. For example, families wzzh children 0 1o 3 years of age could receive an

7
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additional 325?, at a cost of roughly $6.5 billion over § years, or families with children 0 10 1 year
of age could receive an additional $500, at a cost of roughly $4.67 billion over 5 years,

|

1

Pros: i

. Provides a benefit to both stay-at-home parents and working parents targeted to the carlicst
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

Socinl Security system favors this group by providing them benefits withoul 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 cased 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 Cdrc 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 morc qualilying 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 morc 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 opcrate direct child care
subsidy progrzfms and improve the quality and avatlability of care. By law, states may serve familics
below 85% of:slate median income, and must spend 4% of their funds on cfforts to improve child
care quality. |

i
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CCDBG

CDCTC

Current federal funding leve!l

$2.9 billion (FY 1997)

$2.6 billion (FY 1998)

Eligibility criteria

|

Families {TANF and non-
TANF) with children under I3
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 chiidren
under 13 who receive assistance
under program

families)

% of overall dfollars in program | Approximately 96% (9%
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 adéitiaz.z, 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 afler-school programs for school-age children. The
Child and Adult Care Food Program (CACEP) provided meals to approximately 2.5 milhon
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 540 miltion for FY 1998, which will provide after-school program
opportunitics m public schools for a million children.

l
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MEMORARDBUM FOR THE PRESIDENT AFO THE FIRST LADY ’&

i H
On the morning of the firot—ever White Houso Conference an Child

Carg, you reminded the Nation that no parent should evar have to
chouse between work and family oxr between earning a decent wage
anﬁ 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 changa le one of
our biggest challenges of the 21st coentury. As Secretary Rubin
pointed out at tha Child Care Conference, oUr NOW GOCHRORY cannot
continue into the 2ist century unleos we as a Nation can ensure
safe and affordable child care. As we Xnow from both the common
sanase experience of parents and a range of energing research, our
chlldren cannot grow and thrive unliess those ohild care settings

protect theiy health angd gafety and previde an anvirﬁhwant in
which they can laarn.

Togethey, yeu have lead an exﬁr&ordinary national dialogue on
child care. -Over tha paect five yvears your Administration has
takon inportant staps to increase funding for c¢hild care,

particularly for fomilies ‘transitioning from welfare to work

¥Yot, ag your: White Houge Conference demonstrated, we still bave a
iong way to go.
k1S 1

We need a bold new 23ist Century child Care Initiative to draw on
the energy the Child Care Conference unloashed from z)l
Americans -~ fedaral, state and local leaders; enplioyers; the
falth community; child care providers; and families themselves,
both rich and poor. This initiative must build on whatl we know
about what children need to be safe and healthy, about what works
in sommunities, and about what parents and employers need Lo
assure a stfonq and offentive labor foree.

We cannot 3&th1a*£er addressing Just one Of these needs or just
one part of | the problem, becauses the stakes are tooc high for us
ag a Nation. We cannot meebt the 218 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 riskx -~ or if we zsettla only for
improving sowe ahildren's care while leaving the cost of c¢hild
care out of range for far too many working families, & piau&meai
approach will undercut both our short-~run and loeng-run. success by
failing to respond’ to the deeply. fglt needs of parents; by
playing amﬁfarent fanilies off against cach other, rathaer thanp
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ruilding a shared commitment to Anmerica's future;
to provide the real leadership that cemmunities,
-emplayerﬁ, and familles need to move forward.

and by failing
states,

.

Let me savy mu;a about what we know now about each of these need

Across the c&untry we hear from working families that they are
struggling to afford safe care for thely children. Low-incoma
working familles are spending on average a quarter of theirx

income on ghild care. Although some 10 milllieon children from

working families are eligible for direct c¢hild c¢are assistance,
faederal mubsidies serve a little more than one million children.

The Dependent Care Tax Credit reaches only a fraction of these :
families sinde it ie not refundable and provides only minimal .

support. Your new plan must addrass these hardworking, low-

G incose families. They gebt up each day, work hard and play by the

Tulss and yet atill gannot afford guality health care or child
CAre.
I .‘

The childrénéaf these working parents too often spend their days
in settings that do not proamote healthy Child development and may
even campramise their safety,. With millions of infants and
toddliers now in care, children can spend years in poor Care
before they lenter schoel, directly affscting school readiness.
The recent Natisonal Institute of Child Health and Hawman
Davealopment. study clearly’ demonstrated that high gquality care for
very young children is consistently related to high levels of
cagnlitive and language developnent.

once chalﬁxen enter school, we 4o nol take advantage of the
valuable learning time after school and throughout the summer
months, hLearning does not stop at 3:00 p.w.; and it is certainly
not seasonal. We no longsr nsed our chiiidren to tend -our fields
during the summer. . Forthermors, nunerous studies now: indicate
that tha 1ack of care and aﬁtention put our youth at rigk for
greater alaahol, toebhaooo, drug use, Lveanl pPregnancy,
1nvc1vamenﬁ in arinme.

nnag
Daspitea these neﬁds, voery fow communities have resources to
create solutions to the guality, affordability, and availability
igsuses that you outlined at the white House Conferecnce. The vast
majority of assistance goes directly to parents to pay for care.
A very small amount, abont four percent of direct 5ubsidy? elet=t-
e qmalmtyjaatxvxtzaq - which are usually planned at the state
L level, Some communities, like those that Governor Hunt desoribed
in Neorth Carolina, are comblning a varieby <f resouxces to
srimulate inmovation and capitalize on the commitment of their
nalqhboxhno& sehools, employvers, and parents.,  As you pointed out
at -the Conferenco, we need Lo take the mﬁdels that are working-in

one cemmunxty and qive ather communitiss an appar&unxty Lo adapt
tham to m&et theiy gpesific neads.

!‘-x
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Gaiven whial we' know ahnut ©hild care both from amerging raseareh
and from what' parente have told us, I have recommended to OMB and
wﬁite Houge Staff a series of investmenty to seriously address
the nealth, safety, and developmental needs of our youngest
cehlldren and our school-age children, for whom care is most often
. of poor qu&iihy and in short supply.

in your State of the Union address and fiscal yeaxr 1999 budget
submniscion, I strongly uvrge you to put forward a comprahensive
plan that would include gix coritical child care investment
stratogies to halp families and communitias.

For familiap:

o Inorease the number of children from low-income working '
fanilies that receive child care assistance by 250,000 in
1898 by expanding direct assistance by 700 million dollars.
This would be an important flrst step toward the goal of

doubling the number of children now receiving direct cwhild yf
care assistance. '

© Reach millions of working families by medifying the .
Dependent Care Tax Credit (DOTC) in two ways, making it
rafundable and expanding the oredit to provide greater .
assistance to low-income working families. At a mininum we

. should update the DOTC; it hao not boon lndexsed for
inflation since 1982. The time for change in this critical
fowily auypcrt is long overdue.

For communihiea:

© Enable up to 1,000 commsunities to craft inpovative solutions
to protect the bheslth and safety of infents and tuddlers in
gare. This will demonstrate your coppitment to school
- readiness in 1%9%, the tenth anniversary-of the education
,gaals‘; Investnent: 8060 miliion dollars.

& Enable up Lo 500 aam&nnxtlag o find local salutions to
schonlwagc child carve needs. Link such an ellort with an
pxpanﬁxan of your Schools of the 2lst Century program to
enaure that we maximize the use of schools as part of this,
averall community mobiliization affort. A particular
enphasis neoeds to ke put on after school alternantives for
adolescents. Investment: 300 million dellars.

[ wn v m g P e

o] Providé tra;ninq and education to at iaast 1&0 o0
providers, affecting the care of about 1.5 million chiidren.
his would build on the Waticonanl Child Care Provider
§vhn1arqﬁip Fund that yon annsuncad at the Whirte Hoose

m»“;Cuuﬁwrenma, Investment: 150 million dollavs.
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o Puat in place a system of vonsumer education and supports for
research| ansd data <ollection as well ar the uoe of
technology for training providers. This affort would
includs a nationzl congsumer education campalgn, a training
strategy to reach home providers and caregivers in rural
compunities and a National Center on Child Care Htatistics
that will finally give us the criticval information we need
to plan foture npolicy dirvaction in this aresa. Investment: 50
nillicn dollaxs.

Togcther, you have sat the siage for an unprecedented nationsal
dlscuaﬁion and investment in child care and afier school
programa. The Amerlean-people ‘know we have & child care system
that. doas not work effectively for families or for children.

Bullding on the momentum that you bogan with the wnite Hous
Conferences, your FY 1989 muiget and the State of the unian
should present a concrete and powerful strategy to build a
21st century child care system. )

I believe that with your inspiring leadership, we can add ancther
bullding block to your effort to redefine the future of wurking
familien In America. This wlll o another historic lagacy of
your Presidency.

F

£

Donna B. Shalzia
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