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TO: Friends of NBCDI
FROM: Carla Tayler, Senior Public Policy Analyst QJ{(
DATE: Monday, March 23, 1998

RE: Federal Funding for Child Care and NBCDH Child Care Briefing Document {enclosed)

The enclosed NBCDI child care briefing packet, Child Care in 1998: Where We Stand, is being
widely distributed as we continue our efforts to promote the passage of comprehensive child care
legistation, It formed the basis of discussions between our affiliate presidents, who recently
convened in Washington, DC, and members of Congress. In light of the rejection of President
Clinton’s budget plan. including new spending on child care, by the Senate Budget Commitiee
tast week, it is critical that Congress gets the message that those who care about children will not
support a budget that promotes tax cuts and highway spending increases over child care, The
President's budget proposed using $65 billion of tobacco settlement money to offset spending on
domestic programs including child care. Linder the Senate GOP budget plan, funds froma
tebacco settlement would be used for Medicare inglead. Given the current status of tobaceo
scttfement and budget negotiations, if is important that additional child care funding does not
depend only on a tobacco settlement. It is eritical that we ensure altemative funding sources are
available for child care. Additionally, a minimum wage increase is needed to help families
transitioning from welfare to work and low-income working families afford child care. The
enclosed child care briefing document summuarizes our child care priorities as they relate to
federal f’urz-;izng and other areas.
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The Main Point
Making high quality child care affordable is eritical 1o

® . 1) The healthy development of childres. Children enter school ready-to-learn
Eand;
® | 2)The evonomic stability of families. Child care is a major expense for many

¢ working families, Helping parents alford quality c¢hild care is nccessary for them
to stay in the workforce and maintain their ability 1o support their familics,

.are in America

Problem: Only 1 out of 10 eligible children who need child care assistance are getting it
President Clinton’s child care plan would increase this number to 2 out of 10, This leaves 8 out
of 10 children with unmet need for child care assistance (1.5, Department of Health and Human
Services),

RBecommonded Fix,

. Appropriate the Social Services Block Grant {Title XX) at the authorization level of
$2.38 biltion as included in the Personal Responsibility and Work Opportunity
Reconeiliation Act of 1996. Do not make further cuts to Title XX, precisely at 3 time
when more families need child care assistance to meet the work requirements of welfare
reform. Almost 15 percent of Title XX supports child day care.

. Ensure that additional funding for the Child Care and Development Block Grant
{CCDBG) is mandatory.
* Use the budget surplus 1o fund child care. President Clinton and Republican leaders

support using the surplus to protect the futures of this nation’s older Americans by
stabilizing Social Security. The surplus should also be used to stabilize the futures of this
aution’s youngest through high quality, affordable child care,
i
Supply |
Froblem: As more families are entering the workforce as a result of welfare reform, the demand
for child care is outpacing the supply, especially for infants and school-aged children. According
to 2 1997 Government Accounting Office Report, state and local officials in the four cities and
| 1
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counties GAO reviewed, regarded their current supply of known child care as inadequate for
meeting even the demand they currently face (Known child care refers to regulated care, some
utwegulated care, and providers who are lisied in a child care resource and referral agency
database.} The gap between supply and demand for child care is likely to increase as welfare
reform contintes (GAQ, Welfare Reform: Implications of Increased Work Participation for Child
Care, 19971

Recommended Fix:

. Famiiy day care is the most highly wilized form of care. Additional public and private
resources should be direcied o recruiting and training family day care providers and
connec{mg them with community-based suppaoris such as technical sssistance, mentoring,
and medical services.

L Encrease investment in Head Start to serve I million children by 2002, To accomplish
this. the appropriation level for Head Start must be increased by at least $575 million for
EY %9?9
. . This would increase the number of African American children served by
i Head Start by 74,229, from 285,771 to approximately 360,000 children.
|
* Clinton Plan: Provides £500 million over 5 years in tax credits for businesses as an
incem{ve to offer child care services 10 employees,

Problem: Approximately 5 million children spend time without adult supervision after school as
“latchkey kids”. The juvenile crime rate is highest between 3 p.m. and 8 p.m., the hours between
the end of the' school day and the time parents return horme from work (Fight Crime lavestin
Kids, 1997, :

iiemmmende:é Fix;

s Provide care before and after school and when school is not in session to provide children
with opportunities 10 enrich their learning.

. Provide funding that supports flexibility in the provision of before- and afier-school care
by schools and community-based organizations.

® Clinton Plan: Provides after-school care for up 1o half a million children per year by
expandmg the 21% Century Community Learning Center program by %800 million over
5 years te provide funds to schocl-community partnerships {o establish or expand
prog,rams for school-age children.

Problem: Many parents transitioning from welfare to work are lkely to obtain work in low-
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skilled jobs that operate during nonstandard hours. However, many of the known providers at
sites reviewed in a GAQ study did not offer child care at nonstandard work hours (GAO, Welfare
Reform: Implications of Increased Work Participation for Child Care, 1997). This points to the
emerging problem of unmet need for nonstandard hour child care.
[
Recommended Fix;
* Suppém data collection, research and evaluation to determine the Jevel of need for
nonstandard- hour care. This could be funded through President Clinton’s ¢hild care
proposal which nvests $150 mithon over 5 years for research in child care.

Affordability

Problem: Child care ofien consumes a prohibitively large portion of poor familics’ budgets. In
1993, child care consumed 18 percent of a poor family’s budget and 7 percent of a non-poor
family's budget (Census Bureau, What Does it Cost to Mind Our Preschoolers, 1995}, A family
carning $13,000 per yvear, spends approximately 24 percent of its income on ¢hild care {Mitchell,
Stoney, Dichter, 1997). Because the median family income of black families (§16,491) is only
66 percent of that of white families {$24,949), and the poverty rate of African Anserican
families (26.4%) is almost 3 times the poverty rate of white families (8.5%), the impact of
child care on the salaries of black families is greater (Bureau of the Census, Current
Population Reports, p60-194, Poverty in the United States | 1995; Bureau of the Census, Current
Population Reports, p60-197, Money Income in the United States, 1996; Tidwell, The Black
Report: Charting the Changing Status of African Americans, 1997).

Recommended Fix:

» Rais¢ the minimum wage to ¢nable parents to provide for their children. Support the
Clinton plan to raise the minimum wage and the Fair Minimum Wage Act introduced by
Senator Edward Kennedy (D-MA} and Representative David Bonior (DD-MI). This
legislation would increase the minimum wage by $1.00 in two 50-cent intervals 10 $6.15

by 2000.
® Now is the time to increase the minimum wage because our economy is strong
. and can withstand the increase.
L Increasing the minimum wage creates a positive incentive to work for families
transitioning from welfare to work,
* Fifty-seven percent of the gamns from the increase would go 1o working families in

. the bottom 40 percent of the income scale (Bernstein, 19973 Since African

. Americans are disproportionately poor, they have much to gain from an

. incresse in the minimuom wage. An increase in the minimum wage would

. benefit more than 12 million workers, including nearly 2 million black
Americans {Jefiries, 1996; Mishe), Bemstein, and Rosell, 1995},
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Chinton Plan:

. Increases the ability of low-income families to afford child care. Doubles
the number of children receiving child care subsidies 1o more than 2
miltion by increasing funding for the Child Care and Development Block
Grant {CCDBG) by §7.5 hillion over § years.

- . Increases the ability of low- and middie-income families to provide for
their children by expanding the amount and eligibility of the Child and
Dependent Care Tax Credit for 3 million families by $5.2 billion over §
years. This is particolarly significant for African American middie
class families, Boetween 1967 and 19996, the number of African
American families earning between $35,000 and $75,600 increased by
almost 10 percent. The President’s proposal increases the credit for
families earning under $60,000 and eliminates income tax Hability for
atmost all families with incomes below 200 percent of poverty (835,000

, for a family of four) that take the maximum allowable child care expenses

under the law.

Problem: Approximately 60 percent of the total revenue for child care is provided by families,
while only about 1 percent is covered by businesses (Mitchell, Stoney, Dichter, 1997).-
Businesses, that have a stake in this nation’s children as the workforce of the future, should
invest a more equitable share of their profits in child care.

Recammcndejd Fix:

e Provide grants to states to promote partnerships with business to provide child care for
employees.
. Clinu}n Plan: Include approximately $500 million over 5 years for tax credits to

businesses that provide child care services for their employees by building or expanding
child care facilities, operating existing facilities, training child care workers, or providing
child care resources and referral services to employess,

Quality
Problem: forty percent of the infant and toddler rooms in this country endanger children’s health
and safety. Seven in ten centers provide mediocre care which may compromise children’s ability
to enter %hﬁpi ready to learn (Cost, Quality and Child Owtcomes in Child Care Centers, 1995),
This is particularly troubling within the context of brain development rescarch that confirms the
first three yf:?rg of life are critical to the healthy development of children.
Recommended Fix:
Clinton Plan: .

® | Establishes Early Learning Fund. The Early Learning Fund provides challenge
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g grants to communities o support programs to improve early kearning and the

| quality and safety of child care for children ages 0-5. Eligible activitics include

- providing basic training for child care providers {including first aid and CPR);

* connecting individual child care providers to centers for education and support;
assisting child care providers 1o meet accreditation and Hcensing requircments;
linking child care providers with health professionals; reducing group sizes and
child-to-staff ratios; and providing home visits, parent education, and consumer
education about child care. Proposed Funding Level: $3 billion/Syrs.

L Steps up Enforcement of State Health and Safety Standards. Funds state efforis to
improve licensing systems and enforee child care health and safety stundards, by
increasing activities such as unannounced inspections of child care settings.

* Proposed Funding Level: $500 million/Syrs. -

. Factlitates Background Checks on Child Care Professionals. Elimmnates stote law
barriers to sharing criminal history information for non-criminal purposes.

* ; Increases Scholarships and Training for Child Care Professionals, Provides funds
' o states to provide scholarships (o students working toward a child care
" eredemtial. Eligible child care workers must commit 1o remaining in the field for
» at least one vear for each year of assistance received and will cam increased
' compensation or bonuses when they complete their course work. The President is
! also proposing to expand the Department of Labor’s Child Care Apprenticeship
t Program to fund the training of child care providers. Proposed Funding Level:
| $230 million/Syrs.
. f Invests in Research. Increases funding for data, research and evaluation. Includes
. support for a National Center on Child Care Statistics and a child care hotline for
, information on finding child care in communities and identifying appropriate
quality child care. The plan also supports demonstration projects to test
. approaches to help new parents who choose to stay at home to care for their
newborns or newly adopted children. Proposed Funding Level: $15¢ million/Syrs.

Problem: Child care providers are among the most poorly paid professionals, This contributes to
high tumnover. High stafl tumover jeopardizes the quality of child care because the development
of a bond between the caregiver and child and continuity of the relationship are critical to
healthy child development. Additionally, people who have the responsibility of helping to shape
the minds of this nation’s youngest, should be more adequately compensated.

Recommended Fix:

®  Improve the compensation, benefits and opportunities for job mobility of child care
professionals,
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° Increase the mimmum wage. Since most child care providers eamn the minimum wage,
increasing the minimum wage would be a first, but critical siep, toward improving the
quality of child care by reducing the rate of turnover among child care providers.
However, additional increases in the salaries of child care providers are needed, along
with improved benefits and opportunities for job mobility, given the valuable and highly-
speciailized nature of their work.

L Clinto'n Plan: Increases Scholarships and Training for Child Care Professionals.

iring Back in th

i
Minimum Wage
® ' Criticism: Increasing the minimum wage increases unemployment among low-
. wage workers because as employers are forced to pay workers more, they will
i make up the difference by hiring less workers.
|
Response:
® | A report by the Economic Policy Institute on the first phase of the minimum wage
. increase in 1996 illustrates that “the increase did not adversely affect employment
. opportunities for teenagers and young adults, groups that opponents of the
minimum wage identified as particularly vulnerable. Yet, an increase in the
minimum wage has important benefits for low-wage workers. Fifty-seven percent
of the gains from an increase will go to working familics in the bottom 40 percent
of the income scale” (Bemstein, Schmitt 1997).



ENPANDING , CWEJ

FHE

POSSIBRLITIES . \ .
Shobshis

Mr. Bruce Reed

Assistant to the President for Domestic Policy
White House, West Wing, 2nd floor

1600 Pennsylvania Ave., NW

Washington, DC 20500

April 30, 1995
&gm.»

Dear sz

We are enclosing, for your information, a set of our new and updated materials on child
carc, which we are also distributing to oll Congressional offices this week. This mailing is part
of the ¢ffort that we, along with other child care advocates, are making to press Congress for

_action an child care in the wake of the successful inclusion of language in the budget resolution
recognizing me}:i to improve our national investment in child care.

Spe&:iﬁc;ﬁliy, we are urging Congress to approve a significant increase in mandatory
spending under the Child Care and Development Block, as well ag full funding for the Head Start
program and other measures o promoie early education such as the Kennedy-Stevens Early
Learning Trust Fund Act, and valuable programs for school-age children through the 21st
Century Learning Centers. We also urge that along with adoption of these measures,
improvements to the Dependent Care Tax Credit be made part of any tax legislation this
Congress congiders.

Enclosed please find the following three items:

* Women s Stake in Improving the Availability, Affordability, and Qualily of Child Care
gnd Early Education, a fuct sheet describing the vital interest that women, both as parcats
and as child care providers, have in a greater child care investment;

\ Here's Whar U8 Parents Really Need, an opeed plece that discusses the importance of
- * g * ¥ * - * L1}
avoiding a divisive approach to child care based on the nolion of a “mommy war™ that
dossn’t feally exist; and

* Tax Retief for Employed Families: Improving the Dependent Care Tax Credit, an
examination of the current strocture of the Deperdent Care Tax Tredit with sugygestions
for ways to strengthen i,

With the luwn on your side, grear 1hings are pussibly
11 Dypoie Cirelo, NV ® Suite 800 * Washington, 10 20036 © (202) S88.5180 » FAX (202) 5853158
@ iy



Bruce Reed
April 36, 1999
Page 2

We bQ;}c these matenals are useful to you, and we look forward to continuing to work
with vou on 11-115 critical issue for women and their families,

Sincerely,

/V:Ltiﬁttr{ &ﬁif MKWW ﬁﬂw—"
Naney Duff ilaélpbeil dith £, Appeibaum Cristina Firvida
Co-President Vice-President and Director Counsel

of Employment Opportunitics
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Tax Relief for Entployed Families:
Improving the Dependent Care Tax Credit

The dependent care tax credit (“DCTC”) assists families in meeting
the costs of child and adult care by allowing taxpayers to offset a portion of
their employment-related dependent care expenses against their federal income
tax liability. The DCTC has provided significant federal assistance to millions
of families with child and dependent care expenses since its enactment in 1976.
In 1997, the most recent year for which Internal Revenue Service data are”
available, 5.4 million taxpavers claimed the credit and received over $2.3
billion in tax relief)!

f Since the credit was last expanded in 1981, however, its value has
sroded, particularly for low-income families with employment-related care
expenses. The loss in value of tax support for child and dependent care

© expenses is significant for many families who are struggling to pay for

. increasingly expensive care for their children and adult dependents.

this paper examines the current structure of the DCTC, the sound policies the
credit serves, and the reasons why the value of the DCTC has eroded. In

" addition, it suggests several ways in which to strengthen and restore the value
of the DCTC for families with employment-related child care expenses.’

H
i To provide a framework for evaluating proposals to change the DCTC,
!

’ 1. What is the Dependent Care Tax Credit?

The DCTC allows taxpayers who have employment-related® expenses for
the care of a child under the age of 13, or for the care of a spouse or dependent
who 1s physically or mentally incapable of self-care, to set off a percentage of
those expenses against their federal income tax liability. The amount of the credit
that may be clainmed is determined by the amount of the taxpayer’s expenses and
the taxpayet’s adjusted gross income (“AGI™).* A eredit may be claimed fora
percentage of the taxpayer’s qualifying expenses up to $2,400 for one child or
dependent or 34,800 for two or more childrens or dependents, with the percentage
varying according to the taxpayer’s AGI to provide the greatest benefit to Jow.
income taxpayers.” Families with AGls of $10,000 or less are eligible for a credit
equal to 30% of their qualifying expenses, while families with A(}Is over §28,000
are eligible for a credit equal to 20% of their qualifying expenses.” Between
$10,000 and $28,000 AGI, the value of the credit decreases as the applicable
percentage declines by one percentage point for each $2,000 increase in AGL’
The maximum value of the credit for a family with an AGI of $10,000 or less
13 $720 for one dependent (31,440 for two or more dependents), and fora

00k e Juse on your side, great things are possible

{1 Dinpont Gircle, KW # Spite 860 % Wishingon, DU 20036 ¢ {202) 588-5180 » FAX (202) 588-3183
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family with an AGI of $28,000 or more is 3480 for ane dependent ($960 for
two or morc dependents).

Dependent Care Tax Credit Amoonis

Adjusted Gross Maximum Maximum Credit | Adjosted Gross Maximum Muxiraum Credit

Income Credit for One for Two or More | Income Credit far Onc for Twe or More

Child/Dependent Children/ Child/Dependent Children/
Dependents Bependents

$5-510,000 $720 §1,440 .| $20,601.822,0060 $576 BN £ N 17 N
$10.001-$12,000 3696 $1,392 $22.041-824,000 $552 £1,104
$12,001-814,000 $672 £1.344 $24.001.826,000 §528 $1,0656
$14,001-516,000 5648 81,296 $26,001.-828,000 $504 $1.608
$16,001-518.060 $624 51,248 18,081+ 3430 $960
SIR001-520,060 604 $1,200

The DCTC permits ﬁizxii}iiity in care arrangements, covering both in-home and out-of-
home care in a variety of settings.®* However, institutional care, such as that provided by a
nursing home, is not covered for adult dependents, and care provided by a dependent care center
{defined as a facility which receives payment for its services and provides care for more than six
individuals) must meet all applicable state and local laws and regulations, such as ilcensmg
requirements, and building and fire code regulations.’

The DCTC is not refundable -~ that is, a family whose credit is larger than its tax hability
is not entitled 10 receive the difference from the Internal Revenue Service as a tax refund. For
examptle, a family that qualifies for a credit of $600 but only owes 3400 in taxes will receive a
credit of only $400. If the credit were refundable, the family would receive 3 tax refund of 5200,
In addition, although the expense limitations of $2.400 and 34,800 once represented average care
costs, they do not reflect the cost of care today, have not been raised since 1981, and are not
indexed for inflation.

i1, Puolicies Served by the Dependent Care Tax Credit

Several sound policy goals underlie the provisions of the DCTC:

L Assisting Families with Emplovment-Related Child and Dependent Care Expenses,
Many families have employment-related child and dependent care expenses that put 2
severe strain on the family budget, Nationally, child care consumes between 6% and 25%
of a family’s income, with 4 larger proportion of a family’s income consumed by child
care the lower the family income.”® In 1993, the most recent year for which Census data

National Women's Law Center, Washingion D.C., Revised Apri 1999
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arc available, the average child care cost for families with a pre-school age child was $79
per week, or 34,100 a year.'! More recent data suggest thai the cost of child care today
can range from $4,000 to $10,000 annually.’ Yet about half of families with young
children earn less than $40,000 a year,” and single mothers with children earn even less -
- in 1997, the median income of families with children headed by a woman was $17,256,
40% less than the median income of families with children headed by a man ($28,668)
and more than two-thirds less than the median income of married couples with children
($54,395).) Employment-related care expenses for adults can also be very high. The
average cost of adult day care varied from a low of $16.50 per dav in New Hampshire o a
high of $54 per day in California in 19957 .~ $4,290 and $14,040 a year, respectively.
Many families simply do not have the financial resourees to pay for care of children or
adult dependents; as a result, the cost of employment-related care keeps many individuals
out of, ot limits their participation in, the job market.

Ta rgetiizg Assistance to Low- and Maderate-Income Taxpavers, The DCTC 8
targeted to provide the greatest benefit to low- and moderate-income taxpayers by
providing a credit of a grearer percentage of care expenses 1o lower-income families than
1o higher-income families. Targeting the credit this way gives more help to families who
are most in need of assistance with employment-related child and dependent care
expenses, which consume a large proportion of their income.

Promoting Tax Kquity. The credit is available enly for child and dependent care
expenses that enable the taxpayer to participate in the labor force. An important purpose
of the credit is 1o assure fair treatment in our natton’s 1ax policies between faomilies who
have employment-related child and dependent care expenses and families who do not
have such expenses. The DCTC reflects a recognition that fimilies with the same income
and family size whe have employment-related, out-of-pocket child and dependent care
expenses have less ability to pay taxes than families with the same income and family
stze¢ who do not have such expenses. For example, a family that earns $25.000 a year but
must spend $3,000 on child care to earn that income has fess available income than a
family that earns $25,000 and has no employment-related care expenses. The DCTC
promotes fairess by providing a credit to partially offset a family’s employment-related

care expenses, thereby helping to equalize its ability to pay taxes.
z

Pﬁ}i’idili'lg Tax Support for Both Child and Adult Care Expenses, The DCTC covers

expenses incurred for the care of children as well as of spouses and dependents who are
incapable of self-care. This is an important recognition of the fact that many families are
responsible for the care of not only their children but also of spouses and dependents
other than children, all of whom require care when their caregiver is employed.

|
i
f
t
P
f
;
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I11. How the Value of the Dependent Care Tax Credit
Has Eroded for Families

Although the DCTC is designed o help all families meet their employment-related care

expenses, several circumstances have contributed o diminish the valoe of the credit for millions
of families, particularly low- and moderate-income families. These factors include the credit’s
lack of refundability and indexing for inflation, and the increasing cost of child care. As a result,
fewer and fewer low- and moderate-income families are able to benefit from the credit each year.

The DCTC iz not refundable. Families who have no or low federal income tax liability
recetve no or low henefit from the credit because it is non-refundable -- that is, a family
whose credit amount exceeds its federal income liability is not able to receive the
difference in the form of a tax refund. The DCTC’s nen-refundability affects primarily
families with more limited incomes - the very families whose need for assistance with
employment-telated care expenses is the greatest. For example, in tax year 1999, a
married couple with two children filing a joint tax return will have no federal income tax
liability if it has an income of $18,200 or less.'® Likewise, a single parent with one child
filing a return for 1999 will have no tax liability if he or she has an income of $11,850 or
less'” - more than the $10,712 the single parent will earn if he or she has a full-time,
minimum-wage job.'* Without refundability, families below these income levels are

unable to benefit from the assistance with employment-related care expenses that the
DCTC offers.

Over time, fewer and fower families veceive the benefit of the DOTC’s low-income
targeting because the ¢redit is not vefundable and beecause the sliding seale
thresholds are not indexed for inflation, The tax code’s basic provisions that
determine individual liabikity -- the personal exemption, standard deduction, tax brackets,
and for low-income taxpayers, the EITC - are all indexed.” {ndexing these provisions
avoids increasing a family’s tax burden when the only change in its adjusted gross mcome
is the result of inflation. In conirast, the amount of AGI at which the DCTC s maximum
percentage of qualifying expenses begins to decline is not indexed, and has not been
adjusted since 1981,

Because the basic tax provisions determining individual tax liability are indexed, but the
DCTC is net, the amount of income a family may have before incurring any federal
income {ax kability increases each vear, but the income thresholds at which a family may
claim the DCTC’s highest percentages of qualifying care expenses as a tax credit do not.
As a result, each vear fewer low-income families have encugh federal income tax lisbility
to claim the DCTCs highest percentages of expenses. In addition, because the DCTC is
not refundable, families who have no income tax liability as the result of indexed

Natipnal Women’s Law Center, Washington DO, Revised April 1999
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b
deductions, exemptions and tax brackels are unable to derive any benefit from the DCTC
at all.

For example, in 1984, the last year before any of the basic 1ax code provisions were
indexed; both a married couple with twe children filing jointly and a single parent with
one child would have owed federal income taxes if either had an income of considerabiy
less than $10.000, the income threshold for taking the maximum DCTC of 30% of
qualified dependent care expenses.®™ By comparison, for tax year 1999 the tax thresholds
for all married couples and heads of household with children are above $10,600, the
thresholds for heads of household with two or more children or dependents are above
$14,000, and the thresholds for married couples with two or more children or dependents
are above $18,000. As these figures illustrate, almost ne families are eligible for the
highest credits of 30-25% of their expenses, since even families with only one or two
children or dependents do not pay taxes at the income levels eligible for these
percentages.

The combination of the DCTC s lack of indexing and refundability has contributed to a
dramatic decline in the number of very low-income families who claim the DCTC, as [RS
data demonstrate. In 1984, nearly 7.5 million taxpayers claimed the DCTC, representing
7.5% of all tax filers.?!  Many of those ¢laimants were very low-income familics -- 22%
of claimants were in the bottorn income quintile. Most of the claimants were low- to
moderate-income families -~ 60% of all 1984 claimants were in the first three income
quintiles.” Only 9% of families claiming the DCTC in 1984 were in the top income
quintile®. In 1997, the most recent year for which RS data are avzilable, 3.4 million
taxpayers claimed the DCTC,* representing a litile over 3.5% of all filers.® Although the
majority of families claiming the credit in 1996 continued 10 be low- to moderate-income
families'-- 55% of all claimants were in the first three income quintiies -~ there was a
dramatic decrease in the numnber of very low income families ¢l axmmi, : the credit.” Only
13% of the 1997 claimants were in the bottom income quintile.

IRS data also demonstirate that low-income families are receiving less and loss of the tax
assistance that the DCTC offers. Families claiming the DCTC in 1984 received over §2.6
billion in tax sssistance.” Families in the bottom quintile received almost 22% of the tax
assistance, while families in the top quintile received only 10% of the wix assistance,
Families claiming the DCTC in 1997 received over $2.3 billion in tax assistance through
the credit, and a smaller proportion of thiz assistance went o low-income families than in
1984.% Only 11% of the tax assistance went to families in the bottom quintife, while
more than 21% of the tax assistance went to families in the op quintile. In total, 950,000
fewer families in the bottom quintile filed for the DCTC in 1997 than 1n 1984, and 1he
families!in the bottom guintile claiming the DCTC in 1997 received 8317 million less
than similarly situated families did in 1984.Y

- Natinnal Women’s Law Ceater, Washington D.C., Revised Aprit 1999
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[nflation has dramaticatly diminished the value of the DCTC for all families. The
DCTC's qualifying expense limits have not been increased since 1981, and are not
indexed for inflation. As 2 result, while the cost of child and dependent care has
increased, the amount of qualifying expenses that determines the maximum DCTC has
remained the same, diminishing for all families the credit’s value in offsetting actual care
expenses. Merely 1o restore the value of the expense limits as enacted In 1981 would
require changing the limils from $2,400 for the care of a single dependent to $4,340 in
1999 dollars, and from $4,800 for the care of two or more dependents to just above
$38,680 in 1999 dollars ™

IV. Haw to Strengthen the Dependent Care Tax Credit for Families with
Employment-Related Child Care Expenses

Several changes should be implemented to strengthen and restore the value of the DCTC,
especially for low- and moderate income families with employment-related child care expenses:

The BCTC should be refundable. Low- and moderate-income families who have no or
low federal income tax lability receive no or very little benefit from the credit because it
is non-refundable. Without refundability, the DCTC is unavailable to the very famibies it
1s designed to help the most. The DCTC should be made refundable to restore the
targeted value of the DCTC to those families who need the greatest assistance with child
Care expenses. ' \

The DCTC should be indexed for inflation. The DCTC s lack of indexing has eroded
the value of the eredit for families at all income levels and, in combination with its non-
refundability, the credit’s lack of indexing has reduced significantly the number of low-
and moderate-income families who can benefit from the credit. Both the expense and
income hmits should be adjusted annually for inflation, as are alf other basic tax
provisions that determine individual tax Hability. Indexing the DCTC would prevent the
DCTC from continuing to suffer an erosion in value, and would prevent low- and
moderate-income families from continuing o receive little or no tax assistance in meeiing
their child care expenses.

The limits on gualifving child and dependent care expenses shonld he raised. The

DCTC would provide more meaningful assistance w families with child and adult care
expenses if the limits on qualifving expenses mare accurately reflected the cost of care
today. Asshown above, inflation alone has greatly diminished the value of the dependent
care expenses that qualify for a credit. The expense limits should be raised o an amount
that fairly reflects the cost of purchasing care today, rather than the cost of purchasing
care almost two decades ago.

National Woemen's Law Center, Washington D.C., Revised April 1999
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The percentages of gualifving expenses that may be taken as a credit should be
raised, Currently, families receive a credit for only a small percentage of their actual
child or dependent care expenses (20% to 30% of their qualifying expenses). Raising the
percentages would help families cover the cost of more of these expenses. Moreover,
raising the percentages would especially help low-income fanuhies, who are less likely
than other families to spend up to the maximum care expense mits and are losing a
greater proportion of their income 10 care expenses than other families,

Finally, the DCTC should continiue to provide tax assistance for families at every income level:

]

The DUTC should remain available to families at all income levels. One feature of
the DUTC that should not he changed is its avatlability o families at all income levels.
Although 1t can be argued that higher-income families do not need help 1n paying for
child care, (o impose an income limitation on the DCTC would make it the only
employment-related ax benefit with an income ceiling. The result would be that
txpayvers at all income fevels could deduct business-related expenses for exclusive club
memberships, luxury business cars and conventions m exotic locations, but not for the
child and other dependent care that enables them to work. Singling out the DCTC, while
leaving these and other employment-related expenses untouched, sends the signal that the
child and other dependent care needs of working families are optional and less important
than other employment-related expenditures. If Congress wants to limit tox assistance for
employment.related expense, it should impose an income [imit on all such assistance, not
singie out the child and dependent care assistance that is essential to so many families’
economic Hvelikood.

T
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U.S. parents
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ican mothers wark sutmde the home, The
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do oot reflect thienaw raality.
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é s Uiy incomes, .
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7. gocietal wdgment that aeedy stughe par-
ents saould be inthe wok fares rather
thon at home with their children, As ou
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WOMEN’S STAKE IN IMPROVING THE AVAILABILITY,

AFFORDABILITY, AND QUALITY OF CHILD CARE
AND EARLY EDUCATION .

The child'care needs of American women and their familics have
increased dramat ipcally in recent years, as women with children have entered the
| paid workforce in unprecedenied numbers. Seven owr of ten American wonen
i
! ‘ , Tepresenting @ major
- sacietal change sinee the 1940's when fewer than one in five women with children

" worked outside the home.  Working parents know that providing their children

with a safe and nurturing child care envirgnment can make an important
contribution to their children’s healthy development. Yet high-quality child care

. 15 oo often unaffordable or simply not available; recent studies have shown that

maost child care and carly education in the United States fails to provide

« developmentally appropriate activities, and in the most egregious cases, {fails to

* maintain basic safety and sanitary standards. Women and thelr families thus have

a tremendous stake inpublic policies that will help make high-quality ¢hild care
available and affordable to those who need it

Women have another interest in effective child care policies as welly as
child care providers, The vast majority of child care providers in this country «
some 98% -- are women, These women are working in a demanding ocoupation,
charged with providing loving care and a healthy learning envirenment for the
children entrusted to them. Yet the compensation these teachers and care-givers
receive - between $10,500 and $14,800 per year, on average, often with no

¢ benefits -- shortchanges not only the warkers but also the children in their care,

$

i

H

because the lack of decent wages and career advancement opportunitics in child

care make it difficult to atiract and retain trained, qualified carg-givers.
H

Women thus have a profound and dual interest in the enactment of
effective child care policics. As parents, they need access to high-quality child
care that will help their children learn and grow. As providers of ¢hild care
services, they need compensation, fraining and advancement opportunitics that
will reflect the value of their imporiant work while enhanciag their skills and the
guality of the care they provide to our nation’s children.

' ' e
It is not aurprlmng,, then, that chtld care is high on the list of working

WOHICH'S COHCS!‘II‘-‘.
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H is an undeniable fact of American lifc today that a large and steadily growing majority
of women with children -- married and single, with children of all ages from pre-achoot 1o
-teens ~- must look to child care to provide a safe and nurturing environment for their
children during working hours. In addition, an increasing number of women with
children are secking a college education, and these women, mi} need affordable, high- |
quality child care if they are 1o have access to the enhanced job prospects and increased |
- carning power that a collepe degree can bring them, ‘

P

A large majority of American women with children work outside the home.

«  Nearly 72% of American women with chitdren under agz 13 and -?4% with children
between the ages of S and'17, are inthe pazd izzb(}z‘ foree.?

+  65% of women with children under age 6 are irz the ;}aié tabor force, and 38% of
mothers with infants {under age 1) are either in the paid labor force or looking for
paid employment.? “ - -

- LI w

. 3% of all employed women with children under age 18, almost 70% of these women
with children under age 6,-and over 65% of these women with children under age 3
are wcri(izzg SJull time* _ o o ‘ >

¢
R ! 1

Labor force pariicipation mtcs for women refleet a steady and dramatic increase

over the iasi 30 years, . - , .

PO

LABOR FORUCE PARTVICIPATION RATES OF WOMERN WITH CHILDREN
BLECTED YERRS Hew v v
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In 1947, at the end of World War I1, only 19% of women with children under age 18
were in the paid labor force. By 1960, that number had jumped to necarly one-third, by
1980 it was over half, and by 1990 it was over two-thirds.

Similarly, in 1947, only 12% of women with children under age 6 were in the paid
laber force; by 1960 that number had climbed to over 20%, by 1980 it wag over 46%,
and by 1990 it was over 58%.°

As women have moved into the labor force in greater numbers, they have increasingly
taken jobs that are both fulf time and year round, partly due to economic necessity and
partly due to their movement into traditionally male-dominated occupations that
require full-time, year-round work,’

:
H

Mothers working outside the home today include married women as well as
women whi are sole heads of their heuscholds,

In nearly 70% of married couples with children under age 18, the mother is in the
paid labor force, and 70% of these women are working full time.?

Over 70% of mothers who are sole heads of households with children under age 18
are in the paid labor foree, and 80% of these women are working full ti me.’

|
Today, only 23% of married-couple families with children under age 18, and only
25% of marricd couples with chtldran under age 6, fit the traditional model of
husband as sole breadwinner.™

Most women who work sutside the heme do so as a result of cconomic necessity,

i

H
Some 10 million houscholds with children «- almost 30% of all U8, houscholds with
children -« are headed by women alone {women who are divorced, separated,
widowed or never married).! These women must earn a living i order to feed,
clothe, house and otherwise sustain themsclves and their clisldren,

Child support alone does not enable these women to provide for their children,
because so fow child support orders are established or enforced, and when they are,
the amount collected is gencrally isufTicient 1o contribute significantly 1o meeting

the demands of raising a child.®
i
ln a 1997 survey of working wonmsen, more than half of the marricd women
rcspondmt‘; (52%) reported that they contribuic half or more of their houschold
II'.ICOIT]L. 1 !
1

H
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A mother's income can often mean the difference to a family between living below
the poverty line and living above it. A mother’s incomce can also protect her against
tatal ceonomic dependency,

*

One in five married women with children who do not work outside the home live in
paverty, while only one in one hundred married women with children who work full-
time live in poverty M

Seme married women work in order to protect against complete financial

- dependence on a spouse and being left with no job skills and inadequate means of

support in the cvent of divorce — a cancern that is well-founded, in light of the
inadequacy of child support awards, as noted above.

Many Families Need Help Paymg far Child Care

Working pareats who rely on child care often have a hard time paying for it,

For families with children between the ages of three and five, at all income lovels,
child care and carly education is the third greatest expense after housing and food.”*

Nationally, child care consutmes between 6% and 25% of a family’s income.
However, one study of ¢hild care prices in six citics found that, for a minimum-wage
worker, the average cost of care for an infant in a child care center would bc at least
30% of the family’s annual income.”

The cost of child care today can range from $4,000 to $10,000 annually.™ Yet about
haif of familics with young children carn less than 340,000 a vear,” and single
nrothers with childsen eam evan less - in 1997, the median income of familios with
children headed by a woman was $17,256, 40% less than the median income of
families with children headed by a man ($28,668) and maore than two-thirds fess than
the median income of married couples with ehildren ($54,3953.%

The following arc average annual child care cosls for one 4-year old child ina ehild
carc center in selected citics:

Atlanta: 34950 Columbus: $4.940 Kansas City: $§5.200  Raleigh: $5,070
Raston: $7.900 Denver: $4,380 Los Angeles: 34,630 Seattle: $6,140%

National Women's Law Center, Washington, B, Felbrawry B9
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Many an-iwzemtz families who ave eligible for child care and carly education
assistance never receive it

i
The Head Start Program (2 comprehensive child development program designed to
help low-income children enter school ready to learn and succeed} corrently serves
more than 800,000 fow-income children and their families.” However, due to
linited funding, the program still serves only 40% of all etigible children.”
T he Child Care and Development Block Grant aliows stales to help pay for child
care for familics with incomes up to 85% of state median income. However, all
but four states disqualify families for help before they reach this federally authorized
level

In some states, the income eligibility cutoffs are 5o low that only the poorest of the
waorking poor can qualify. For example, in West Virginia, the cut-off is at $15,000
per year for & family of three (barely above the 1997 federal poventy level of
$13,330), while Towa and South Carolina cut off eligibility at $16,700.%

i
As ol I January 1998, about half the states had (o turn away cligible low-income
wmkmg‘,, families or put them on a waiting list duc (o madequate funds. In California,
over 200,006 familtics — mostly non-welfare, low-income workers — are on the child
care subsidy waiting list.*

A 1998 Children’s Defense Fund study confirms that ipadequate federal and state
funding prevents at feast nine out of ters eligible children in low-income working
familics from getling the child care assistance they need ¥

3

Child{ care subsidies are often too low {o meet the needs of working families.

i
In some cases, (he amount the state will pay for care is so low that parents cannot
find qualified providers who can afford to serve their children.®® Delaware, for
example, pays 2 maximum child care subsidy for a {our-year-old in a child care
center that is $200 per month less than the amount needed (o allow parents to access
care from three-quarters of Delaware providers.”

Iy other cases parents have to pay so much in parent fees or co-payments that

child care expenses remain a staggering financiat burden.” In South Dakota, for
example, a perent carning 51,670 per month nusst contribute $300 per month (30%
of the family's income) in order to get a child care subsidy.™

Natianal Women's Law Cealer, Washiagion, B, Pelivuury 1999
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Families arc required to pay the lion’s share of the cost of child care and carly
education, with very little help from the government, in contrast to government
support for higher education.

. Families pay roughly 60% of total annual cstimated expenditures for child care
and early education, while familics pay only about 23% of the cost of a public
higher education.®® The total government resources for higher education far
exceed those for child care and carly education, amounting to about $4,552 for
every postsecondary student compared to $1,395 for every child under age six in
child care.™ This disparity in government support is compounded by the fact that
families are usually better off financially by the time their children enter coilege
than they are when their children are younger and in need of child care ™

. Just as there is ample evidence that a college education results in economic and
other benefits to graduates, researchers have found that seven dollars in public
expenditures s saved for every dollar spent for quality ¢hild care and early
childhood education.™

High-Quality Child Care and After-School
Programs are Often Unavailable

Warking parents need access not just to affordable child care, but te a child care
setting that is safe and nurturing and will contribute to their children’s healthy
development and cducation,

» Research on carly brain development and school readiness demonstrates that the
expericnees children have and the attachruents they form in the {irst theeg years of
life have a decisive, long-tasting impact on their later development and leaming

«  Recent breakthroughs in neuroscience show that carly interactions directly affect the
way the brain is “wired™ Brain development is non-linear: there are prime times
for acquiring different kinds of knowledge and skills.”® By age two, a child’s brain
comtaing {wice as many synapses and consumes twice as much energy as the bram of
an adult,”

= . The quality of child care has a lasting impact on children’s emotional well-belny,
social skills and ability to learn.*® Chifdren in poor-quality child care have been
found to be delayed in language and reading skills, and display more aggression
toward other children and adulis.®'

»  Children in higher-quality preschool classrooms display greater receplive language
ability and pre-math skills, view their child care and themselves more positively,

Mational Wanen’s Law Center, Washiagtos, 8C, Febinuaey 1999
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have warmer relationships with their teachers, and have more advanced social skills
than those in lower-quality classrooms.* In addition, higher-quality programs can

lead to children’s long-term success, including better school achievement, bigher
carnings as adults, and decreased involvement with the criminal justice system.®

Many voung children are being cared for in seltings in which books and toys required
for physical and intellectual growth arc missing; warm, supportive relationships with
actults are lacking; and in some cases, basic santtary conditions are not met and safety
problems are endangering infants.

Constructive activitics for sehool-age children and youth are critical to their
development and to help keep them out of frouble.

11 15 estimated that nearly five million children are left unsupervised after school cach
week, and many children are in settings that do not help them grow and learn
because there are no coustructive activities to promote their physical and intellectual
{ievelopmcm,“ The problem is most acute in low-income communities, where
fexye? before- and afler-schoal programs are offered ¥

Studies have indicated that school-age children who are left alone after school are at
grenter risk of truancy, nisk-taking behavior, substance abuse, poor grades, and
stress. ¥ FBI data show that violent juvenile crime triples in the hour after the school
b{:i} rings with nearly half occurring between 2 pm, and 8 pm,®

in Ia recent survey, 92% of police chiels nationwide identified an increased

government investment in programs like child care and after-school programs as the
most offective anti-orime weapon by o four-to-one margin over lrying more juveniles
a5 adults or even hiring additional police officers.””

| H. THe EArRLY CHILDHOOD WORKFORCE:
WOMEN AS CHILD CARE PROVIDERS

The vast majority of child care providers in this country are women,

Ed

i
The child care workforee 1s 98% female, and one-third women of eolor.™

These women - approximately 2.3 million carly childhood teachers and teachers’
assisiants, fanily child care providers, and in-heme providers® - carry the
responsibility of providing a safe, nurturing, and stimulating setiing for the children

entrusied to them cach dny. The services these women provide can have a critical

Natisual Worren's Law Centor, Washington, DC, February 1999
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impact on the successful development of the chitdren in their carc.

In Light of their tremendous responsibility, child care workers arc
shockingly under-compensated.

« The U5, Department of Labor reports that, in 1997, the median weekly salary for a
family child care provider was 3202 per week, which is $10,504 annually, based on
32 weeks of wages®? This is below the poverty threshold for a household that
includes one parent and one child.”

»  Foran early childhood teaching assistant, the median weekly salary was $239 per
week, or $12,428 anmually, and for a worker in a child care center it was $2835 per
weck, or $14,820 annually *

»  Child carc workers thus earn far less than the median earnings for all workers
{§26,156 in 1997}, and less than the median eamings for bus drivers ($21,060),
janitors ($16,276), or bartenders ($16,024).%

»  Many child care workers receive litde if anything in benefits from their employers,
FEven among child core centers, the availability of health care coverage for stalf
workers remains woelully inadequate ™

Many child care workers cannot afford to stay in the system.

« In order to support themselves, many child care workers are forced to hold second
Jjobs, live with their parents, rely on a sccond income, or forge health insurance and
medical care.

»  Asaresal, many do not stay long in child care: 31% of ail teaching staff leave their
child care centers each year.™’

This system is shortchanging not only the providers, but the children as well.

«  The compensation of child care staff is clearly linked to the quality of care and
ciucation children receive., According to one study, “leachers” wages, their
education and specialized training were the most important characteristics that

distinguish poor, mediocre, and good-quality centers.

«  Another study identificd staff wages as the most impaortant predictor of the guality of
carc children receive: betier qualily centers paid higher wages, hired teachers with
maore education and training, and experienced lower stafl turmover *

»  Reduciag turnover iz oritical, because the stability of the relationship between the
child and the care-giver is important to the child’s social development.® For

MNafioma] Woasten's Faw Ceater, Washington, BC, Febirpgary 1999
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cxalmple, the U.S. Department of Defense, in its Military Child Development
System, ties wages and advancement for its child care workers to training and
education, and in so doing has significantly reduced turnover and thereby improved
the morale and motivation of care givers and the quality of care.

HI. SOLUTIONS: CRITICAL COMPONENTS OF

A

An'effective child care initiative must ensure that all familics have access to
affordable, high-quality child care for infants and toddlers as well as school-age children.
[t must,include the following components.

|
(1) Help Working Families Pay for Child Care

Without assistance, the cost of decent child care is beyond the reach of many low-
and moderate-income {families. To help these families with their child care
expenscs:

+ The Child Care and Development Block Grant should be substantially expanded to
enablc states to better scrve eligible familics; and

» The Dependent Care Tax Credit should be improved to better meet the needs of
familics, by making the credit refundable, adjusting the sliding scale of percentages
of eligible expenscs that can be ¢laimed, and raising the limits on eligible expenses.

{
(2) Protect the Health and Safety of Children by
Improving the Quality of their Care and Education

A stronger child care infrastructure must be created, through funds to states for:

« Improved licensing standards and enforcement, including sufficient staff to
adelquatcly monitor and inspect programs to reduce the risk of harm;

» Increased reimbursement for programs meeting high-quality standards;

« Policies 1o improve staff compensation and benefits in order to attract qualified staft
and reduce staff turnover;

+  Scholarships for care-givers pursuing a degree in carly childhood education;

National Women’s Law Center, Washington, DC, February 1999
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«  Statewide staff development systems and policies that help to improve training for
staft,

+  Targeted funding to enable child care and early education programs to offer
somprehensive services through linkages and support from health, social services,

and mental health sysiems;

+  Improved censumer education efforts, including the expansion of local resource and
referral programs; and

*  Support to child care and early educations programs 1o use technology, such as long-
distance learning, more effectively,

{3} Expand Good Care for Infants and Toddlers

Substantial funding should be made available for states to strengthen and enrich
programs serving very voung children, as well as increase support to parents of
voung children and other care-givers. Specifically, funds should be available for
activities such as;

»  Operating family child care networks that serve infants and oddlers;

+  Expanding the supply of infant and toddler care, especially for care that is in short
supply;

+  Supporting initiatives lo increase the compensation of care-givers caring for vory
young children;

+  Providing specialized training for care-givers working with infants and toddlers;
»  Expanding resource and refesral programs;
«  Assisting programs serving young children in becoming aceredited;

»  Helping child care programs serving young children to link with other essential
services in the community;

»  Providing parenting cducation and support programs;

s In addition, the Family and Medical Leave Act should be expanded fo cover more
workplaces and employecs, and to provide lcave tor a broader range of {amily needs.
Strong family lcave policies are cnitical, as they enable working parents to stay home

during the critical carly months of a child’s life or when a child is seriously 14, and to

Nattonal Women's Law Center, Washington, IHC, February 1999
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r
play an active role in their children’s carly development.

(4) Keep Children and Youth Safe and Productive
through Better Use of Qut-of-School Time (School-Age Care)
|

» Sufficient funds must be made available to local communities to support before- and
after-school, summer, and weekend activities for more children and youth. These
activities should be available in a range of settings, including schools, child care
settings, homes, and community and youth centers. Resources should be used to
start, operate, and expand programs; support staff training and professional
development, accreditation, and program assessment and improvement; and facilitate
coordination that can make the most of public and private resources.

' 1
(5) Continue Support for Head Start
and the Child and Adult Care Food Program

« Head Start is an essential component of any initiative to strengthen familics’ access
to strong carly lcarning cxperiences. The Head Start program should continue on its
path toward serving all eligible children. It should also recognize the growing need
to rcach younger children by expanding funds available for Early Head Start.

|
» The Child and Adult Carc Food Program {CACI'P) should allow for-profit child care
centers serving low-income children to participate in CACFP, and restorc the option
of a fourth meal or snack for children spending extended hours in child care centers
and family child care homes.

|
The Nationul Women's Luw Center is a non-profit organization that has heen working since 1972 to advance and protect
women's legal rights. ‘The Center focuses on major policy areas of importance to women and their families including child

and adult care, child suppaort, employment, education, reproductive rights and health, public assistance, tax reform, and
social security— with special ntention given (o the concerns of low-income wamen,
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