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The enclosed NBCDI child care briefing packet, Child Care ill 1998: Where We Stand, is being 
widely distributed as we continue our efforts to promote the passage ofcomprehensive child care 
legislation, It formed the basis of discussions between our affiliate presidents. who recently 
l;;onvened in YJashington, DC, and members of Congress, In light of the rejection of President 
Clinton'$ budget plan. including new spending on child care; by the Senate Budget Committee 
last 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 hudget proposed using $65 hillion of tobacco settlement money to offset spending 011 

domcstic programs including child care, Under the Senate GOP budget plan. funds from a 
tobacco settlement would be used for Medicare ins.tead. Given the current status of tobacco 
settlement and budget negotiations, it is im.portant that additional child care funding does not 
depend only on a tobacco settlement. It is critical that we ensure alternative 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 summaril.es Dur child care priorities as they relate to 
federal funclibg and other areas. 
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CHILD CARE IN 1998: WHERE WE STMm 

The Main Point 

Making high quality child care affordable is critical to: 


• 	 : 1) The healthy dc\'clopruent of children. Children enter school ready-to-learn 
! and; 

• 	 , 2) The economic s.abHity of families. ChiJd care is a major expense for many 
I 	working families. Helping parents afford quality chlld care is necessary for them 
to stay in the workforce and maintain their abllity to support their families. 

, 
Improving Child Can: in America 
Funding 
Prob1em: Only J out of 10 eligible children who need child care assistance arc getting it. 
President Clinton's child care plan would increase this number [0 2 out of ]0, This leaves 8 out 
of 10 children with unmet need for child care assistance (U,S. Department of Health and Human 
Services). 

Recommended Fix: 

• 	 Appropriate the Social Services Block Grant (Title XX) at the authorization leve) of 
$2,38 billion as included in the Personal Responsibility and Work Opportunity 
Rccon'cillation Act of 1996. Do not make further cuts to Title XX, precisely at a time 
when more families need child eare assistance to meet the work requirements of welfare 
reform. Almnst 15 percent ufTitle XX supports child day care. 

• 	 Ensure that additional funding for the Child Care and Development Block Grant 
(CCDBG) is mandatory. 

• 	 Use the budget surplus to fund child care. President Clinton and Republican leaders 
support using the surplus to protect the futures of this nation's older Americans by 
stabilifing Social Security. The surplus should also be used to stabilize the futures of this 
nation::; youngest through high quality. affordable child care. 

Supply I 
Problem: As more families are entering the workforce as a result of welfare reform. the demand 
fol' child care 'is outpacing t1,e supply, especially for infants and school~aged children. According 
10 a 1997 Go~ernment Accounting Office Report, state and local officials in the fourchies and 

I 
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counties GAO reviewed, regarded their current supply ofknov.TI child care as inadequate for 
meeting even the demand they currently face,(KnO'l.vn child care refers to regulated care, some 
unregulated care) and providers who are listed in a child care resource and referral agency 
database.) Th~ gap between supply and demand for child care is likely to increase as welfare 
refonn conlinues (GAO, Welfare Refonn: Implications of Increased Work Participation for Child 
Care, 1997), 

Recommended Fix: 
• 	 Family day care is the most highly Ulilized fonn ofcare. Additional public and private 

resources should be directed to recruiting and training family day care providers and 
conncJting them with community-based supports such as technical assistance, mentoring, 
and mbdical services. 

• IncreaL 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 teast $575 million for 
FY 1999, 
• 	 : This WQuid increase the number of African American children sen'cd by

IHead Start by 74,229, from 285,771 to approximately 360,000 children, 

I

• 	 Clinton Plan: Provides $500 million over 5 years in tax credits for businesses as an 
incendve to offer child care services to employees. 

Problem: Approximately 5 million children spend time without adult supervision after school as 
"latchkey kids". The juvenile crime rote is highest between 3 p.m. and 8 p,m., the hours between 
tile end of the :school day and the time parents return home from work (Fight Crime Invest in 
Kids, 1997), 

Recommended Fix: 

• 	 Provide care before and after school and when school is not in session to provide children 
with opportunities to enrich their Jearning. 

I
• 	 Provi~e funding that supports flexibility in the provision of before- and after*school care 

by schools and community~based organizations., 

• 	 Clinloh Plan: Provides after-school care for up 10 balf a million children per year by 
expanding the 21 st Century Community Leaming Center program by $800 million over 
5 years to provide funds to school~community partnerships to establish or expand 
progra:rns for school~age children. 

Problem: MJy parents transitiol1ing from welfare to work are likely to obtain work in low-
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I 
skilled jobs that operate during nonstandard hours. However. many of the known providers at 
sites reviewed in a GAO study did not off<.'T child care at nonstandard work: hours (GAO. Welfare 
Rcfonn: Implications oflncreased Work. Participation for Child Care, 1997). This points to the 
emerging pr~blcm of unmet need for nonstandard hour child care. 

Recommenc/cd Fix: 
• 	 Support data collection, research and evaluation to detennine the Jevel ofneed for 

nonstimdard~ hour carc, This could be funded through President Clinton's child care 
proposal which invests $150 million over 5 years for research in chUd care. 

AffQrdabiliJ 
Problem: Child care often consumes a prohibitively large portion ofpoor families' budgets. In 
1993, child Cafe consumed 18 percent of a poor family's budget and 7 percent ofa non-poor 
family's budget (Census Bureau, What Does it Cost to Mind Our Preschoolers, 1995). A family 
earning $15.000 per year, spends: approximately 24 percent of its income On child care (Mitchell, 
Stoney, Dichter, 1997). Because tbe median family income oCbJack families ($16,491) is only 
66 percent of that ofwbite families ($24,949), and the PO\'cr1y rate of African American 
families (26.4010) is almost 3 times the poverty rate of white families (8.5%), the impact of 
cbild care on tbe 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 
Repon: Charting the Changing Status of African Americans, 1997). 

Recommended Fix: 

• 	 Raise' the minimum wage to enable parents to provide for their children, Support the 
Clinton plan to raise the minimum wage and the Fair Minimum Wage Aet introduced by 
Senator Edward Kennedy (D-MA) and Representative David Bonior (D-M!). This 
legislation would increase the minimum wage by SI.OO in two 5O-cent intervals [0 $6.15 
by 2000. 
• 	 Now is the time to increase the minimum wage because our economy is strong 

and can withstand the increase. 
• 	 Increa.lling the minimum wage creates a positive incentive to work for families 

transitioning from welfare to work. 
• 	 Fifty-seven percent of the gains from the increase would go to working families in 

the bottom 40 percent of the income scale (Bernstein. i 991). Since African 
Americans are disproportionately poort they have much to gain from an 
increase in the minimum wage. An increase in the minimum wage would 
benefit more tban 12 million workers, including nearly 2 million black 
America.s (Jelfries, 1996; Mishel, Bernstein, and Rosell, 1995). 



Clinton Plan! 
• 	 Increases the ability of low-income famWes to afford child care. Doubles 

the number o~children receiving child care subsidies to more than 2 
million by increasing funding for the Child Care and Development Block 
Grant (CCDSG) by $7.5 billion over 5 years. 

• 	 Increases the ability of low- and middle-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 5 
years. This is particularly significant for African Arnerican middle 
class families. Between 1%7 aod 19%, the number of African 
Ameri~an families earning between $35,000 and $75;000 incTe2sed by 
almost 10 pe~ent. The President's proposaJ increases the credit for 
families earning under $60,000 and eliminates income tax liability for 
almost all families with incomes below 200 percent of poverty ($35,000 
for a family of four) that take the maximum allowable chiId 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 <:hildrcn as the workforce of the future, should 
invest a more equitable share of their profits in child care. 

Recommended Fix: , 
• 	 Provide grants to states to promote partnerships with husiness to provide child care for 

employees. 

• 	 Clinton Plan: Inc1ude approximately $500 million over 5 years for tax credits to 
businesses that pro\-~de child care services for their employees by building or expanding 
child care facilities, operating existing facllities, training child care workers, or pro\'iding 
child 'care resources and referral services to employees, 

I 
Quality I 
Problem: Forty percent of the infant and toddler rooms in this country endanger children's health 
and safety. S~ven in ten centers provide mediocre care which may compromise chHdrenJs ability 
to enter sch~1 ready to learn (Cost, Quality and Child Outcomes in Child Care Centers, 1995). 
This is particularly troubling '"~thin the context of brain development research that confinns the 
first three years oflife are critical to the healthy development of children. 

! 
i 

Recommended Fix: 
Clinton Plan: 

• Establishes Early Learning Fund. The Early Learning Fund provides challenge 



I grants to communities to support programs to improve early learning and the
i quality and safety of child care for children ages O~5. Eligible activities include 
: providing basic training for child care providers (including first aid and CPR); 

connecting individual child care providers to centers for education and supporl; 
assisting child care providers to meet accreditation and llcensing rc<luircmcl1ts; 
linking child care providers with heahh professionals; reducing group sizes and 
child~to~staffraHos; and pnwiding horne visits. parent education. and consumer 
education about child care, Proposed Funding Level: $3 billionl5yrs. 

• 	 Steps up Enforcement ofState Health and Safety Standards, Funds state eITorts to 
improve licensing systems and enforce child care health and safety standards. by 
increasing activities such as unannounced inspections ofchild care settings. 

, Proposed Funding Level: $500 millionl5yrs,' 

• 	 Facilitates Background Checks on Child Care Professionals. Eliminates stote law 
barriers to sharing criminal history information for non~criminal purposes. 

• 	 : Increases , SchoJarships: and Training for Child Care Professionals, Provides funds 
, to states to provide scholarships to students working toward a child care 
, credentiaL Eligible child care workers must commit to remaining in the field for 
: at least one year for each year ofassistance received and will earn increased 
icompensation or bonuses when they complete their course work, The President is 
, also proposing to expand the Department of Lahor's Child Care Apprenticeship 
! Program to fund the training ofchild care providers. Proposed Funding Level: 

$250 millionl5yrs, 
, 

• 	 ~ Invests in Research. Increases funding for data, research and evaluation. lncludes 
. support for a National Center on Child Care Statistics and a child care hotHne for 
, infomlation on finding child care in communities and identifYing appropriate 
quality child care. The plan also supports demonstration projects to test 

I approaches to help new parents who choose to stay at home to care for their 
Inewborns or newly adopted children, Proposed Funding Level: SI50 miliioniSyIS, 

Problem: Child care providers are among the most poorly paid professionals. This contributes to 
high turnover. High staff turnover jeopardizes the quality Qf 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 responsihility of helping to shape 
the minds oflhi. nation's youngest, should be more adequately compensated, 

Recommended Fix: 

• 	 Improve the compensation, benefits and opportunities for job mobility of child care 
professionals. 



• Incre~e the minimum wage. Since most child care providers eam the minimum wage, 
increasing the minimum wage would be a first, but critical step, toward improving the , 
quality of child care by reducing the rate of tumover among child care providers. 
However, additional increases in the salaries of child care providers arc needed, along 
with improycd benefits and opportunities for job mobility, given the valuable and highly
spccia:Iized nature of their work. 

I 

• ClintJn Plan: Increases Scholarships and Training for Child Care Professionals . 

Firing Back in the Face of Criticism: Criticisms and Responses 
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 
make up the difference by hiring less workers. 

i 
Rejpo'nse: 
• 	 ~ 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 \vage has important benefits for low-wage workers. Fifty-seven percent 
of the gains from an increase will go to working families in the bottom 40 percent 
of the income scale" (Bernstein, Schmitt 1997). 
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Mr. Bruee Reed 
Assistant to the President for Domestic Policy 
White House, West Wing, 2nd floor 
1600 Pennsylvania Ave., NW 
Washington, DC 20500 

April 30, 1999 
~(f~


Dear~:: 


We are ~closjng) for your infonnation, a set of our new and updated materials on child 
care, which we arc also distributing to aU Congressional offices this week, This mailing is part 
of the ci1'ort that we, along with other child care advocates, are making to press Congress lor 

. action on chiid care in the wake of the successful inclusion of language in the budget resolution 
recogni7jng necii, to improve our national investment in child care, 

Spe-eifically, we are urging Congress to approve a significant lncrense in mandatory,
spending under the Child Care and Development Block, as well as full funding for the Head Start 
program and other measures to promote early education such as the Kennedy-Stevens Early 
Leaming Trust Fund Act, and valuable programs for school~agc children through the 21st 
Century Learning Centers, We also urge that along with adoption of these measures, 
improvements to the Dependent Care Tax Credit he made part of any tax legislation this 
Congress considers. 

Enclosed please find the following three items: 

• 	 It'omen '.~ ,,\"fake in improving the Availahili1y, Affordahility, and Quality o/Child Care 
ami Ear(v £llueation, a fact sheet describing the vital Interest that women, both as parents 
and as e~ild care providers, have in a greater child care investment; 

• 	 Nerels WhaJ U.'L Parents Really Need, an op~cd piece that discusses: the importance of 
avoiding u divisive approach to child care based on the notion of a "mommy war" that 
doesn't really exist; and 

• 	 Tax Relieffof Employed Families: Improving Ihe Dependent Care Tax Credif, an 
examination of the current stnlcture of the Dependent Care Tax Credit with suggestions 
for ways to strengthen it. 

I\'iJh fhf IIIW on yoursid/', J!,tfflllhillf.,f 1Ir( jJfIssiblf 
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We hope these materials arc useful to you, and we look forward to continuing to work 
with you on this critical issue for women and thcir fBmilies. 

Sincerely, 

M !M{f 'f. ..KlUUiWi ~r~ ILI!fv, CIlpn-
Nancy Duff Campbell a~i~ C. Appell5aum Cristina Firvida 
Co~Prcsident Viee~PresJdent and Director Counsel 

of Employment Opportunities 
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Tax Relieffor Employed Famm",,: 

Improving the Dependent Care Tax Credit 


The dependent care tax credit ("DCTC") assists families in meeting 
the costs of cruid and adult care by allowing taxpayers to offset a portion of 
their employment~re[ated dependent care expenses against their federal income 
tax liability. The DCTC has provided significant federal assistance to millions 
offamiHes with child and dependent care expenses since its enactment in 1976. 
In 19971 the most recent year for which Internal Revenue Service data are'- ,,,-,,,*F.,, 

available, 5.4 million taxpayers claimed the credit and received over $2.3 
billion tn tax relief.l 

Since the credit was last expanded in 198 t, however, its value has 
eroded, 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 famities who are struggling to pay for 
increasingly expensive care for their children and adult dependents. 

To provide a framework for evaluating proposals to change the DCTC, 
this paper examines the current structure of the DCTC, the sound policies the 
credit serVcs. and the reasons why the v3Jue 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! 

I. What is the Dependent Care Tax Credit? 

The DeTe allows taxpayers who have employment~related'> expenses for 
the care ofa child under the age of 13. or for the care ofa spouse or dependent 
who is physically or mentally incapable of self-care, to set offa percentage of 
those expenses against their federai income tax liability. The amount of the credit 
that may be claimed is determined by the amount of the taxpayer's expenses and 
~e taxpayer's adjusted gross income ("AGI").4 A credit may be claimed for a 
percentage of the taxpayer's qualifYing expenses up to $2,400 for one child or 
dependent or $4,800 for two or more children or dependents, with the percentage 
varying according to the taxpayer's AGI to provide the greatest benefit to iow· 
income taxpayers, S Families with AGls of$l 0,000 or less are eligible for a credit 
eq~al to 30% of their qualifying' expenses, while families with AGIs over $28,000 
are eligible for a ctedit equal to 20% of their qualifying expenses.6 Between 
510,000 and $28,000 AGI, the value of the credit decreases as the applicable 
pereentage declines by one percentage point for each $2)000 increase in AGJ.' 
The maximum value of the credit for a family with an AGI of $10,000 or less 
~s $720 for one dependent ($1,440 for two or more dependents), and for It 

mjlt tit! Im..~ on Jour sidr, gnnt '!tings (1/7 possiblr 
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family with an AGI of $28,000 or more is $480 ror one dependent ($960 for 
two or more dependents). 

Dependent Care Tax Credit Amounts 

Adjusted Gross 
Im::omc 

l\-laximum 
Credit for One 

Child/Dependent 

;\1aximum Credit 
for Two or More 

Childrenl 
Dependents 

Adjusted Gross 
Income 

Maximum 
Credit ror One 

ChlldlDependent 

Maximum Credit 
for Two or More 

Childrenl 
Dependents 

SO-SlO,OOO S720 SI,440 ... 520,001..$22,000 S516 . .~ 11,152 - . 

$10.001·$12.000 $696 $1,392 522,001·$14,000 $552 11,104 
, 
, SI2.001·$14,OOO $612 $IJ44 $24,001..$26,000 $528 51,056 

SI4,OOI.$16,OOO $648 $1,296 $16,001·$18,000 5504 $1.008 
, 

: 516,OOH18.0oo 5624 51,248 $18,001+ .$480 $960 

: SlS,OOI-SlO.OOO 5600 $1.100 

The DCTC permits flexibility in care arrangements. covering both in-home and out-of
home care in a variety ofsettings: However, institutional care) such as that provided by a 
nU,?ing home. 1S not covered for adult dependents, and care provided by a dependent care center 
(defined as a facility which receives payment for ils'servlces nnd provides care for more than six 
individuals) must meet all applicable state and local laws and regulations, such as licensing 
reqUirements. and building and fire code regulutions.9 

The DCTC is not refundable -- that is, a family whose credit is larger than its tax liabililY 
is nOl entitled to receive the difference from the Internal Revenue Service as a tax refund. For 
example, a family that qualifies for a credit of$600 but only owes $400 in taxes \-viB receive a 
credit of only $400, If the credit were refundabie~ the family would receive a tax refund of5200. 
In addition, although the expense limitations of$2.4oo and $4,800 once represented average care 
costs, they do not reflect the cost of care today. have not been rIDsed since 1981. and are not 
indexed for inflation. 

II. Policies Served bX the Dependent Care Tax Credit 

Several sound policy goals underHe the provisions of the DCTC: 

• 	 Assistine: Families with Employment~Related Child and Dependent Care Expenses. 
Many families have employment~related child and dependent care expenses that put a 
severe strain on the family budget. Nationally, child care consumes between 6% and 25% 
of a family's income, with a larger proportion ofa family's income consumed by child 
care the lower the family income, to In 1993~ the most recent year for which Census data 
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, 
ate available, the average child care cost for families with a pre-school 3ge child was $79 
per week, or $4,100 a year. 1; More recent data suggest that the cost of child care today 
can range from $4,000 to $10,000 annually," Yet about half of tlunilies with young 
children earn less than $40,000 a year,:J and single mothers with children earn even less ~ 
~ in 1997. the medIan income offarnilies 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),14 Employment-related care expenses for adults can also be very high. The 
average cost of adult day care varied from a low of S16.50 per day in New Hampshire to a 
high of$54 per day in California in 1995" ,- $4,290 and $14,04Q a year, respectively, 
Many families simply do not have the financial resources to pay for care ofchildren or 
adult dependent.!); as a reSlllt, the cost of employment-related care keeps many individuals 
out of, ~r limits their participation in, the job market. 

• 	 Tare;eti~1 Assistance to Low- and Moderate-Income Taxpayers. The DCTC is 
targeted1to provide the greatest benefit to low- and moderate-income taxpayers by 
providing a credit of a greater percentage ofcare expenses to lower-income families than 
10 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 Equity. The credit is available only for child and dependent care 
expenses that enable the taxpayer to participate in the labor force. An important purpose 
of the crrdit is to assure fair treatment in our nation's tax policies between families who 
have em'p(oyment~related child and dependent care expenses and families who do not 
have su~h expenses. The DeTC reflects a recognition that families with the same income 
and famjly size who have employment-related. out:of~pocket child and dependent care 
expenses have less abiHty to pay taxes than families with the same income and family 
size 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 less available income than a 
family that eams $25~OOO and has no employment~related cure expenses. The DCTC 
promotes fairness by providing a credit to partially offset a family's employment-related 
care expenses, thereby helping to equalize its ability to pay taxes. 

I 

• 	 Pr.vidi~2 Tax Support for BQth Child and Adult Care Expenses, The DCTC covers 
expense~ incurred for the care of children as well as of spouses and dependents who are 
incapable ofseif-carc. This is an important recognition of the fact that many families are 
responsiple 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 	 ' 
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III. How the V.I•• of the nependent C .... Tax Credit 

Has Eroded for Families 


Although the DCTC is designed to help all families meet their employment-related care 
expenses. several circumstances h.we contributed to diminish the value of the credit for millions 
of families, particular1y !ow- 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 )ow- and moderate-income famllies are able to benefit from the credit each year. 

• 	 The DCTC is not refundable. Families who have no or low federal income tax liability 
receive no or Jow benefit from the credit because it is non~refund,able -- that is, a family 
whose credit amount exceeds its federal income liability is not able to receive the 
difference in the form of n tax refund, The DerC's non·refundability affects primarily 
families with more limited incomes ~~ the very families whose need for assistance with 
employment-related care expenses is the greatest, For example, in tax year 1999, a 
married cOlipJe witli two children tiling a joint tax return will have no fl."deral income tax 
liability if it has an income of $18,200 or less, t6 Likewise, a single parent with one child 
filing a return for 1999 will have no tax liability ifhe or she has an income of $11 ,850 or 
less" .. more Ulan the $10,712 the single parent will eam ifhe or she has a full-time, 
minimum~v.'3ge job, tS 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 fewer families receive the benefit of tbe DCTe's low-income 
targeting because the credit is not refundable and because the sliding scale 
thresholds are not indexed for inflation. The tax code's basic provisions that 
detennine individual liability -- the personal exemption, standard deduction, tax brackets, 
and for low-income taxpayers, the EITC ~~ are alllndexed. I'} Indexing these provisions 
avoids increasing a family'S tax burden when the oniy changc in its adjusted gross income 
is the result of inflation, ln contrast~ 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 detennining individual tax liability are indexed, but the 
DCTC is not, the amount of income a family may have before incurring any federal 
income tax liability increases each year, 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 year fewer low~income families have enough federal income tax liability 
to claim the DCTC's highest percentages of expenses. (n addition, because the DCTC is 
not refundable, families who have no income tax liability as the result of indexed 
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deductions. exemptions nnd tax brackets <lrc unable to derive any benefit from the DCTC 
at all. 

For example. in 1984, the last year before any ofthe basic tax code provisions were 
indexed; both a married couple with lwo children filing jointly and a single parent with 
one child would have owed federal income taxes if either had an income of considerably 
less than $10,000, the income threshold for "'king the maximum DCTC of30% of 
qualified dependent care expenses.2{I By comparison. for tal{ year 1999 the tax thresholds 
for all married couples and heads of household with children are above $10,000. the 
thresholds for heads ofhousehold 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 no 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 rcfundability has contributed to a 
dramatic decline in the number of very low~income families who claim the DCTC. as IRS 
data demonstrate, In 1984, neady 7.5 million taXpayers claimed the DCTC, representing 
7.5% ofall tax filcrs. 21 Many of those claimants wcre very low~income families .~ 22% 
of claimants were in the bottom income quintile.ll Most of the claimants were low~ to 
moderate· income famities -~ 60% of all 1984 claimants were in the first three income 
quintiles.23 Only 9% of families claiming: the DCTC in 1984 were in the top income 
quintile24 , In t997, the most recent year for which IRS data are available, 5.4 million 
taxpayers claimed the DCTC.2j representing a little over ).5% of all filers.U. Although the 
majority of families claiming the credit in 1996 continued to be low· to modcrate~income 
families 1.- 55% of all claimants were in the first three income quintiies -~ there was a 
dramatic decrease in the number ofvcry low income families claiming the credit27 Only 
13% ufihe 1997 claimants wete in the bottom income quintife,IS 

IRS data also demonstrate that low-income families arc receiving lcss and tess 6fthe tax 
assistance that the DCTC offers. Families claiming the DCTC in 1984 received over $2.6 
billion in tax assistance,l? Families in the bottom qUIntile received almost 22% of the tax 
assistance, while families in the top quintHe received only 10% of the tax assistance, 
FamilieS claiming the DCTC in 1997 received over $2,3 bilHon in tax assistance through 
the cred~t, and a smaller proportion of this assistance went to low-income families than in 
1984.j{! Only 11% ofthe tax assistance went to families in the bottom quintile, while 
more than 21o/n of the tax assistance went to families in the top quintile. In total, 950,000 
fewer families in the bottom quintilc filed for the DCTC in 1997 than in 1984. and the 
families!in the bottom quintile claiming the DCTC in 1997 r&eived $317 million less 
than similarly situated families did in 1984,JI 
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• 	 Inflation has dramatically diminished the valne uf the DCI'C for an families. The 
OCTe's qualif)ting expense limits have not been increased since 1981, and are not 
indexed for inflation. As a result, while the cost of ehild and dependent care has 
increased, the amount ofqualifYing expenses 'hat determines the maximum DCTC has 
remained the same, diminishing for all families the credit's value in offsetting actual care 
expenses. Merely to restore the value of the expense limits as enacted in 1981 would 
require changing the limitS 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 
$8,680 in 1999 dollars." 

-.' 
IV. How W StreBethen the Denend£nt ~!rs Tax !:r£dit for Families with 

Employment-Related Child Care Expenses 

Several changes should be implemented to strengthen and reSlore the value of the DCTC. 
especially for low· and moderate income families with employment~related child care expenses: 

• 	 The Dne should be refundable. Low~ and moderate~incomc families who have no or 
low federal income tax liability receive no or very little benefit from the credit because it 
is non·refundable. Without rcfundability, the neTC is unavailable to the very families it 
is designed to help the most. The DeTe should be made refundable to restore the 
targeted value of the DeTe to those families who. need the greatest assistance with child 
care expenses. 

• 	 The DCTC should he indexed for inflation. The DCTC's lock of indexing has eroded 
the value of the credit for families at all income levels and. in combination with its non
refundability, the credit's lack of indexing has reduced significantly the number oflow~ 
and moderate-income families who can benefit from the credit Both the expense and 
income limits should be adjusted annually for inflation. llS nre aU other basic tax 
provisions that detennine individual tax liability, Tndexing the DCTC would prevent the 
DCTC from continuing to suffer an erosion in value, and would prevent low~ and 
moderate·income families from continuing to receive little or no tax assistance in meeting 
their child care expenses. 

• 	 The limits on gualiD'ina child and denendent care expenses should be raised. The 
DeTe would provide more meaningful assistance to families with child and adult care 
expenses if the limits on qualifYing expenses more accurately reflected the cost ofcare 
today. As shown above, inflation alone has greatly diminished the value of the dependent 
care expenses that qualifY for a credit. The expense limits should be raised to an amount 
that fairly reflet:ts the cost ofpurchasing care today, rather than the cost of purchasing 
care almost two decades ago. 
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• 	 The pen:entae:cs of qualifving expenses that may be taken as a credit should be 
rni'\ed. 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 families, who are less likely 
than other families to spend up to the maximum care expense limits and are losing a 
greater proportion of their income to care expenses than other families. 

Finally; the DeTe should continue to provide tax assistance for famiiies at every income level: 

• 	 The DCTC sbould remain availahle to families at an income levels. One feature of 
the DCTC that should not be changed is its availability to families nt all income levels. 
Although it can be argued that hig:h.er~income fumilies do not need help in paying for 
child care. to impose an income limitation on the DCTC would make it the only 
employ~ent-related tax benefit with an income (.;eiling. The result would be that 
taxpayers at all income levels could deduct business-related expenses for exclusive club 
memberships. luxury business cars and conventions ill 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 cmployrnenHelated expenses untouched, sends the signal that the 
child and other dependent care needs of working families are optionnl and less important 
than other employment-related expenditures, lfC,ongrcss wants to limit tn.'\: asslstance for 
employment-related expense, it should impose an income limit on all such assistance, not 
single out the child and dependent care assistance that is essential to so many families' 
economic livelihood. 

!National Wom.:n's La\\' Center. Washingtun D.C., RC\'ised April 1999 

7 



REFERENCES 


l, Internal Revenue Service, Statistics of Income Bulletin (Fall 1998), lodivjduql Il!come Tax Returns, 1997: Earl.., 
Tax Estimrues. Table 5, The figures are estimates b.tIs,:d (1Il11iX returns received thfough April, 1998. 

2 The scope of this paper is limited 10 evaluating and suggesting improvements to the assistance that the DCTC has 
historically offered to families with employment-related chitd care expenses, This paper does not address. reCent 
proposals to osTer assistance to .stay-at-home parents by extending the DCTC to families with young children who 
have no employment-related .child care expenses. In addition, although families with children may receive tax 
assistam:e through otbertax credits. such as the Earned Income Tax eredil and the $500 Child Tax Credit, this 
paper does not address the assistance that these tax credits provide to families with children. 

3. An expense is "employment-related" for the purposes of claiming the DCTC kf it is (I child or dependent care 
expense thtlt is necessary to enable the taxpayer to be gainfully employed or to seek gainful employment. 26 U.S.C. 
§ 2 !(b)(2); (insert volume) C.F.R. §1.44A· J(c)( J). 

4. 26 U.S.C. § 21(,) ond (d). 

5. It!. 

6 26 U.S.C. §21(d). 

7. Id. 

8.. 26li.S.C. § 21(b){2). 

9. 26 C.F-R. §L44A·l(5){1). 

Ii,). Caspar. L" What Does It Cost 10 Mind Our Preschoolers?, Current Population Reports, Household Economic 
Studies. P70-S2 (Washingmn, D,C.: Bureau oflbe Census, u.s. Department of Commert:c. Sept 1995), Table 3. 

t I, What Does it Cust to Mipd Qur Prescboolers?, Table 2. The av-cragc weekly cost for II family using family day 
care was $52. Of $2,700 annua!Jy; for parems using in-home babysitters or organized child care centers, it was $65 
perweek,or$J,400annually.ld, 

12. These figures are based on the av-crage weekly fees -charged by licen$cd child care centers in Seven cities. Chifd 
Care lufmmujoD Exchange. July 1996. 

13, Bureau of Census, U.S, Dep't of Commerce, Current Population Repons. P60· 197, Money and Income in the 
United States: 1997 (t 998). 

14. Bureau of Census.. U.S. Dep't of Commerce, Historical Income Tables-Families, Table F~10 (199&). 

1:5. Charlene Harrington et aI., 1995 State Data Book on Long Tenn Cafe: Program and Market Chatactedstks 33, 
133 (1996). lbese average costs are based on Medicaid reimbursement rates and vary from state \0 state. Adult day 
care programs genera!!y provide health, social. personal care, and telated support services. for functionally or 
mentally impaired adults, 

National Women's Law Center, Washington D.C•• Revised April t~9 

8 

http:perweek,or$J,400annually.ld


Hi These calculations are based on the federal income tax standard deduction for a mmTied couple filingjoinlly 
and the personal exemptions f{)( a four-person family for tax year J998. The calculati{)ns do not include the DeTC. 
the BlTC or the $500 per-child tax credit. 

17. These calculations are based on the federal income laX standard deduction for a bead of household and the 
personal cxempdans for a two-person family far tax year 1998, The calculations da not include the OCTet the 
EITC or !he $500 per·child tax credit. Annual minimum wage earnings are based on 4(l hours a week, 52 weeks a 
year, at $5.15 an bour, the current minimum wllge. 

18. 'nlese :mnunl minimum wage earnings nrc based on 40 hours a week, 52 weeks a year, at $5. 15 an bour, the 
current minimum wage. 

19, The Economic Recovery Act of 1981 annually indexed the personal exemption. standard deductions and tax 
brackets. with the' indexing to begin in tax year 1985. The Tax Reform Act of 1980 annually indexed the ElTC, 
with the indexing to begin in tax year !987. The Tax Refurm Act of 198:6 also substantially increased the standard 
deductions and p~rsona! exemptlnns. Ihis Qne-time increase in the amounlS of the standard deductions and personal 
exemptions, which was in addition to the annual indexing of these tax code provisions, has contributed in part to 
the erosion ofthe,OCTC's value by widening the gnp between the income levels at which a family may claim the 
maximum DCTC pen;entages and the income levels at which families incur federal income tax liability. 

20, 1n 1984, a married coupJe with tWO children flIlngjointly would owe federal income tuxes if they had an 
income ~renterthan $7,400, and a single parent with one child would owe federal income taxes ifbe or she had at) 

income grt-nterthan $4.300. These calculations are based on the federal income tax standard deductions and 
personaJ exemplions for lax year 1984. 

21. Internal Revenue Service. Statistics of Income. Individual Income Tax Returns, 1984. Table J.J (t9S6). 1984 is 
used as a benchmark for showing the decline in the number oflow·income families claiming the DCTC due to the 
DCTC'S lack of indexing and refundability because 19&4 is the last (ax year in whieh none: ofthe tax eode's basic 
provisions were indexed. 

22. fd; Bureau ofCensus. u.s. Dep'( ofCommerce, Historical Income Tables, Table F·l, Income Limits for Each 
fifth and Top 5 Percenl of Famllies (All Races): 1947 to 1997. These quintiles represent the income quintiles of the 
entire U.S. population and is Jlot limited to the portion of the population that files Cederal income tax returns. The 
upper income limit oCthe bottom quintilc in 1984 was $12.575. Due to limitations in published income tax data. the 
estimate of the proportion of families irl the bOllom quint!!e claiming the DeTC in 1984 includes families with an 
adjusted gross income ofup to $J5,000. 

23. The upper income limit Qfthe third quintile In t984 was $31,684" Due to limitations in published income tax 
data, the estimate of the proportion of families in the first three income quintiles claiming the DCTC in 1984 
includes families with un adjusted gross ineome of up to $30,000. 

24. The lower iocome limit of the top quintile in 19B4 was $45,564. Due to limitati(lns In published income tax 
oata, the estimate of the proportion of families in the lOP quinlile claiming the DCTC in 1984 includes families with 
an adjusted gross income greater than $50,000. 

25. Part of the overall decline in the number of families who- claimed the OCTe between 1984 and 1997 is due to 
chnnges in the DCTC contained in the Famity Support Ac! of 1988. The FamUy SUPPQrt Act required that, 
beginning in 1~,89, all tupayers claiming the OCTe provide the care provider's name. address and taxpayer 
identification nurn;ber on their tax returns; a qualifying child be under age 13 (lowered from 15); and taxpayers 

( National Women's Law Center, Washington D,C., Revised April 1999 

9 



receiving tax-free assistance from their employers under a dependent care assistant::e program reduce by the amount 
that assistance the amount they claim under lhe dependent care credit. These changes combined resulted in 31% 
fewer families at all income levels claiming the OGTe fortix year 1989 than for tali: year 1988. Although the 
changes in the Family Support Act contributed to some of the decline in the I'!umber of low- and moderate-income 
families who claim the DCTC, the number of these families has continued to drop since 1989 when the Family 
SuPPtJrt Act changes were implemented - in 1991, 13% fewer families in the bottom three income quintiles claimed 
the OCTC than in 19S9. internal Revenue Service, Statistics of Income, [r.gjvidlJallncome Tal( Returns, !989, 
Table 33, and Individual Income Tnx Returns, 1997: Earlv Tax Estimnleil, Table:5. 

26. Internal Revenue Service, Statistics of Income, IndividllalIncome Tax Retllms, 1997: Early Tax Estimates, 
Table $. 

27. The upper income Ii.mit of the third qllimlle in 1997 was $53,616. Due to limitations in published income tax 
data, the estimate of the proportion of families in the bottom quintile claiming the DCTC in 1997 includes families 
with an adjusted gross income of up to S50,000, 

2ft The upper income limit of tile bottom quintile in 1997 was $20,586. Due to limitations in published income ta:" 
dam, the estimate of the prOpOrtion of families in the bottom quintile claiming the DCTC in 1997 includes families 
whh an adjusted gross income of up 10 $20,00{), 

29. Individual Income Tax Returns, 1984, Table 3.3, 

30, Individual Income Tax Returns, 1997: forty Tax Estimates, Table 5. 

31. These differences are based on d:lIa p.rovided in Ipdividual Income Tax Returns. 1984, Table 3.3, and 
Individual Income Tax Returns, 1997: Early Tn>: Estimates, Table 5. 

32, These calculations are based 00 the following fommla: Amount in t999 dollars "'" (Amount in 1981 
dollars/Average CPI-U ror 1(81) x (Avemge CPI·U for Ihe first quaner of 1999). 

The National Women's Law Center is: It I1()n~profit organization that has been working since 1972 to advan(c 
and prote<:t women's legal rigbts, Tbe Center (ocuses on major policy arll11S of importance to women and 
their families including family economit: securit)', employment, education. health nnd "productive rights
with spet:ial attention given to the concerns of low~income wOIl1en. 

National Women's Law Center. Washington D.C•• Revised April 1999 

10 



~c,€ianDi(!lo 

ltnitln+~bunc Thursday, February 18, 1999; pg. 89 

Here'swbat 

U.~. parents 

really need 

Iylhlllq' Dvfl ClIIIJIhn 
U(I.wdltb C. ApfNiI1ut= ' 

Su~ lind W credits to mak<: 
child au_r~ aHortbble.. Expand
e6.-L"tu-sclwol !'tr0iJ1llM for &eboo{. 

age kids. t.kuuttUo ~ the ~ty 
(jf tbiliI <;are prognma. T(I ~ o£ US, 

tllQse lIIrt! oompor!enl, of • ..:run4 ~tn· 
tnC!f>t poIky whelp" ~rent.. To~. 
(hey U~ caw:eto insl.igat~ another battle 
IntM"m:mwywut,' \ 

1..$1 yeat, .men f>TesidenI Clinton pt()e 
posed I p3cltat«" of ir.itiWves to improve 
cIiiJO are, CQI'Il\ervlh~ po:!unced, "P<..'"t. 
tillg poop!,., in a petilion where they are 
pressurO'!d to dww: work <)Vtrparen1
hood is enctly what til'! pte.idem and the . 
tim bdy int<nd tod..: 'Prot", Dmid!e 
Cntten4mltld David Fnnnin Tlu Wldl, 
SYm;tanL '"The policy IIa wtwJt; j$ irra· 
tiooally bIJI$OO toward th'" lorm of rhlId 
care must parents hl\e iell.$l- institution
a~ group care _ and lI~ltwhat 
mtIly paren($ W'Il:rt 1\'Ii:I'it; to be able to af
tlYrd to have tuU;' ~tu.y tmme," 'lll'Yote 
1Iyr..diatro oolllllllllli Mklw.eI Keny. 

And 110 the -mommy "~- erupted,:at 
tfemendol.l~cost, The thetru-lcbtCA.'M 
overhCalt1L Critical duM.care propoMb 
were 'lltVt!ied 10 CongreSl. And employed 
parents were foreed to ItnIgpe fw anuth, 
eT yur wrthnut the federd wpport thaI 
collld giv¢ them Iceeu tohigher IIlW<ly, 
more&1furdablechi)d.«n: ~. 

In his Stat~ of tf.( UnJon lddrees this 
~;u, Pr~,idellt Ci!:\ton llllin pt!:ipOSe4 ~ 
chlld<are packige.. This time, h<Jweller, 
~ llso prop!'J!;NI a tal break for ~tlily'al. 

Some pwpJe in: wondering if~ ~rein -- . 
lor Ino!her "ffII»'IIll1yw.1f." with rennwed 
elfOr{IIO pit mothers' at home agUnst 
m(llhen in the p:&,d ).!oboe k>ree, That mllst 
nflt Mwen. Our publk POIKk'1 shw:d 511~ 
port .u ~rent& in the ~_ they think 
hat. The tal( brealc for ltly-at·h;)me PlIr· 
eMt\$I!fOOd idca.I$p.lfi ¢lapaebge 
WI. abo IITIprovel child tan: for enrp~ 
parentI, espe.:iaJjy tbote who need if 
_t, ' 

The ~ tomhtt betw~n ..".",pIoy. 
M and lIl-ay.at.oorne patents i$ false. They 
are not even twq ~te 1fro\J1l'!. Many 
~tJ -andwQIMn inparticUf
mn"e in and ollt of the work (or«;, l"I«:y 
are lI\]t}'~Nli.lmll parents at some point. 
jn their lives, and empl;;ye..l parentsld 
Qtheri, . 

IIIIt it it indi~!l\ltl!bld fMC In Anu:ric\t 
tota)', an overwbelming majority of Amer
ican mothers wruii: ooulde the honl('. 1bc 
tabor Depart:J'!lCn/ re;xlru tluit More tlw! 
!I<Ivtn Gf 10 mothers with ehildren ~r 
a~ 18, alld tru-ee ,,(four motber~ I>-ith 
IKhool·a,se dlildrell, afe in the p.1nd Mm 
locc"'. Ne mere L.'lan one in fOOT lamihe$ 
wi¢. cWldrell WIder age si~ uts tt>e lrlldi· 
tiunal tami<y model 01 an ero¢oyed (,the, 
and a ~(·oom<, m«her. Ow pof!.:;e, 

C,"MPBflL is co o'Wii1tn! o! I~" NatIOna' 
WorM'! slawCente<,Af'pnaaVM i! \tIC<! 

pmto1!lllL '1M Netooool ~n'a Lftwcet"w 
'NQl!(Jloe~\Im~~,jOl;l$ !erWOl'r!(IIl 
IIl'ItIltlIItr f\l:~ 4dOten'ng 'SSUM ,el.t~ 
lQedUQ!OQtI;~nl;ramlly~ 
secnr<ly, 1ln(IIl(!aItI' M\O rcpr(l6oo,",e.tpt,ll 

00 lint rel\ect tlus new Il'Jallly,
Most mot~fIl woo w()r~ nU!lI~ the 

hnme - married ,Iwell n !lingle - do 
nUlllave;my other choice. Th('!f tamthll$ 
depet\d M tM:f incorne$, . 
~inO'rerl'laulingt~~lttr' ,}'i' 

\Qt three y.Mr$ age, our IllItiot> made 
a ~a! judgment tim needy aiflgffi PIll' 
d~ MDU[ti he in tbewtxitfun:;: rathe! 
lh3n at bome ,,-l'..h their ~hiklr"n, As ou: 
new welfare PIll..cigm moves mllre ~ 
mothers jrnn jOOs. 1M need (lIr 1Il1Dnbble, 
I;uality dlik! Qfe will only imendy, 

In lIu~ pan. tha( :>C<ld i5 gel8l1 \UII'IlCt. 
'foooftert. h\ t<XIman), WrMlunirn:s,ltigh
quahty dlliC <:;l<"e- i. unafiormbh: or un' 
a\'aUabk. 

It ~ timt: lllllnll QurnAtinn's pollicie, Ill' 
10 line with I-ht: retlities 01 p>rellOOg tU
day•.1.'ld kmg p;1$t tlme wend the point
leu. toWUerproductive "lflIlmIIly wars.' 

11 !$ Stmply not II''''; tllal nelpitlR ern
ploY'ld partnt9 pa~ theif <!'lId CMe ex
pensettcll¢etu.biaupm~\ ~Ut...lt
IImne p.\I M'\1&.ln £act. 3" family wbo«! child 

...,..... 
eare-exptMtu.-epartully offset by a SII\!· 
~y or it ul(.;redit wm!;li!! have le~d!;,. 
posahle t:'l«Itne than i lamily with flm 
!WlM'! inoo:me liM rto- child-are C(>$I$. 

Itis alsG rutt true \JUtt uffering a mode:r.t 
tallCfedil-fm &tay.~t.bomeV'i:ent!l're. 
fleets ~hi« agwfllit parents whn a.--e in Ih" 
wnrkfon:e. Tbis is-espetwllyosow'nen. 3~ 
ill the Clinton prOj)Q:>il1. till: -eredit 15 tar' 
p:(ed It) the luw-incnme families whll nt'm 
help lhe most ami .11 it is OOlIPlcd Wflh 
In (!l;:~ tJf1ht! FImi!}' and Mediad 
uaye ACI (I jet emllk.y~s in srr.all and 
mid-lired wmtlIIeiea Qkeup to 12 ~k$ 
of unpaid kaw when their families gtvt' 
birth or adopt. " (lIi1d, 

It's time to sl"P P'lyinlt:.:v servkc 1-". 
·monmwwar'"t.'.u is 1101 teaLAdivlsi~ 
.pproacl.lII child ClIre ami dli!d rt3r1nl: 
bel>ri'lUllOllne, I..awmakersda1l0t .... y" 
to~ betW«n-emplnyed;:md$lay·at
OOllJeparent$, Theirbestcoo.<Se is IOCII
~T pOhciel tll~t ~upport:.U parents, n,· 
lI~rdles.~ 41 wbether jhey ~.nfd paying)OiB. 
Itty home with Uieir d;lldt~n. or do botb, 

http:M'\1&.ln
http:ffII�'IIll1yw.1f


ATIONALWOMEN'S LAW CENTER 


E:\I',\:\PI.';'C WOMEN'S,STAKE IN IMPROVING THE AVAILABILITY,-
TI fl. AFFORDABllITY, AND QUALITY OF CHILD CARE-

j'\ JS<;. I1II • I II :; AND EARLY EDUCATION. 

The child:carc needs of American women and their families have 
increased dramatic.ally in recent yearS j as women with children have entered the 

i paid workforce in unprecedenled numbers. Seven out oflen American women 

, representing u major. . 
societal change sinee the 1940's when fewer than One in five women with children 

.' worked outside the horne. Working parents know that providing their children 
with a safe and nurturing child care environment can make an important 

,contribution to t11eirchildren's healthy development. Yet high~quality child care 
, is too often unafTordable or simply not available; recent studies have shown that 
, most child care and early 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 their families thus have 
, a tremendous stake in,public policies that will help make high-quality child care 
I available and affordable to those who need it 

Women have another imerest in effective child care policies as wen: as 
child care providers. The vast majority of child care providers in this country ~~ 
some 98% -~ arc women. These women are working in a demanding (1ccupation, 
charged with providing loving care and a healthy learning environment for thc 
cbildren entrusted to them. Yct the compensation these teachers and care~givcrs 
receive -- between $10,500 and $14,800 per year, on average, often with no 
benefits «- shortchanges not only the workers but also the children in their care, 
because the lack ofdecent wages' and career advancement opportunities in child 
care' make it difficult to attract and retain trained, qualified care-givers. ~ 

co 
Women 'thus have a profound and dual interest in the enactment of 

effective child care policies. As parents. they need access to high-quality child 
care that will help their childrcn learn and grow. As providers ofchild care 

~ 
services, they need coOlpcnsa.lion, training and advancement opportunities that 

1 will reflect the value of their important work while enhancing their skills and the 
quality orthe care they provide to our nation's children'. 

, 
It is not ~urprising, then, that child care is. high on the list of working 

women's concerns.! 

~ 
, 
I 
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..I. 	WORKING FAMILIES AND ,THE NEED FOR CHILD CARE 

It is an undeniable: fact of American life today that a large and steadily grov.'ing majority 
of women with children -~ marrjed and single, with children of all ages from pre-school'to 

. 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 seeking a college education, and these women, too, necd affordable, high
quality child care if they are to have access to the enhanced job prospects and increased 
canting power that u college degrcc can bring them, 

The Reality of the Workforce 

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

.. 	 Nearly 72% of American women with children under age 18. 8nd.?4% with children 
between the ages of6 and '} 7. are in the paid labor force.); 

.. 	 65% of women with children under age 6 nrc in the paid labor force; and 58% of 
mothers with infants (under age i) arc either in the paid labor force or looking for 
paid cmpJoymcnt,3 " ... 

" 
It 73% 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 workingfi~l/ fime,4 

.' 
L~lbor fo~e participation rates for women reflect it steady and dramatic increase 
over the last 50 years. 	 . 

LAOOkFOkC£rARTlC1P"'TlONRAn:s{l'.WO~~.Wn1!OI1UJn£l'i 
sn.mn:!> _'\IO'.IM' 

,,., ,. 	" o W-'MIhC~lJnde,19 a ~'MIhChid"'n~1\-.11 
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• 	 In 1947, at the end of World War 11, only 19% of women with children under age 18 
were in the pald labor force. By i960, that number had jumped to ncarly one-third, ·by 
19~O it was over half. and by 1990 it was over two-thirds.~ 

.. 	 Similarly, in t947, only 12% of women with children under age 6 were in the paid 
labor force; by 1960 that number had climbed to over 20%, by 1980 it wus over 46%, 
and by 1990 it was over 58%.~ 

.. 	 As women have moved into the labor force in greater numbcrs, they have increasing.ly 
taken jobs that are both full time and year round, partly due to economic necessity and 
partly due to their movement jnto traditionally male-dominated occupations that 
require full-time, year-round work.' 

i 

Mothers working outside the home today include married women as well as 
women who are sole heads oftheir households. 

• 	 In nearly 70'Vo of married couples with children under age I S. the mother is in the 
paid labor force, and 70% ofthcsc \vomCIl arc working full time. a , 

.. 	 Over 70% ofmothcfS who are soJc heads of households with children under age 18 
arc in the paid labor force, and 800/n of these women are working fu!ltimc." 

i 

• 	 Today, only 23% of married-couple families with children under age 18, and only 
25% of married couples with children under age 6, fit the traditional model of 
husband as sale breadwinner.!O 

Most women who work outside the home do so as a rcsu1t of economic necessity. ,, 
.. 	 Some \ 0 million households with children ~- almost 30% of all U.S, households with 

children -~ arc headed by women alone (women who arc divorced, separated, 
w~dowcd or never married}.ll These women must earn a living tti order to feed, 
clothe, house and otherwise sustain themselves and their children. 

• 	 Child support alone doc.'> not enable these womcn to provide for their children, 
because so few child support orders arc established or enforced, ,and when they arc, 
the amount collccled is generally insufficicntlo contribute significantly [0 meeting 
{hie demands ofraising a chUd. ll , 

., 	 I~ a 1997 survey of working women, more than ball' of the married women 
rdspondcnts (52%) reported that they contrib\lIc half or more of their household 
income. I) 
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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 income can also protect her against 
total economic dependency. 

.. 	 One in five mamed women with children who do not work outside the home live in 
poverty, while only one in one hundred married women with children who work full
time live in poverty, \4 

.. 	 Some 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 event ordivorce - a concern that is wcH*founded, in light of the 
inadequacy of child support awards, as noted above. 

Many Families Need Help Paying for Child Car. 

\Vorking parents who rely on child care often ha,\'c a hard time paying for it. 

, 
• 	 For families with children bctweclllhe ages of three uod five, at all income levels, 

child care and curly education is the third gre.atest expense after housing und food." 

~ 	 Nationally, child care consumes between 6% and 250/0 of a family's income,lt! 
However, one study of child care prices in six cities found that, for a n1inimum-wugc 
worker, the average cost ofcare for an infant in II child care center would be at least 
50% of the family's annual incomcY , 

.. 	 The cost ofchild care today can range from $4,000 to $to,OOO annually,l! Yer about' 
half of f~miiies with young chtldren cam less than $40,000 a year,19 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 hy a man ($28,668) and more than two-thirds less than 
the median income of married couples with children ($54.395),20 

• 	 The following arc t.1verage annual child care costs for one 4~ycar old child in a child 
care center in selected cities: 

Atlanta: $4,990 Columbus: $4.940 Kansas City: $5.200 Raleigh: $5,070 
no't"n: $7,900 nom'or: $4,5S0 Los Angele,,: $4,630 Seattle: $6,14071 

NatiOrlnl Women's Law Center, W:uhJllgl(m, ne, February '9')Q 

4 



!\1anv low~ineome families wbo are eligible for cbild care and earlv education 
assist~a~('e never receive it. • , 
• 	 The Head Start Progmm (8 comprehensive child development program designed to 

help low~income children enter school ready to learn and succeed) currently serves 
more than 800.000 low~il1come children and their families.l2 However, due to 
limited funding, the program still serves only 40% of all eligible childrenY 

• 	 Th¢ Child Care and Development Block Grant allows stales to help pay for child 
car~ for families 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,24 

• 	 In some states. the income eligibility cutoffs arc so low thl'lt only the poorest of the 
working poor can qualIfy. For example, in West Virginia, the cut~off is at $15,000 
per yeor for a family of three (barely above the 1997 federal poverty level of 
$J 3,330), while Iowa and South Carolina cut olT e1i~ibiJi!y ot $16,700." 

I, 
.. 	 As of January 1998, about half the states had to tum uway eligible low~jncomc 

working families or put them on a waiting list due to inadequate funds~ lIt Califomia, 
nvcr 200,000 families - mostly non~wclfare, low-income workers - arc on the child 
eare subsidy waiting list.M 

.. 	 A 1998 Children's Defense Fund study confirms that inadequate federal and state 
funding prevents at least ninc out often eligible children in lov;t·incomc working 
families from getting the child care assistance they need.:1 

Child	,care subsidies arc often too lou' to meet the_ needs of'l'orking fnmilies. 
I 

• 	 III some cases, the amount thc statc will pay for care is so low that parents cannot 
find qualified providers who can afford to serve their children,28 Detaware, for 
example) P.1YS n maximum child care subsidy for a f()ur~ycar-old in a child care 
center that is S200 per month less than the amount nceded to allow parcnts to access 
ca'rc from thrct>quaners of Delaware providcrsYI 
I, 

• 	 In' other cases parents have to pay so much in paTl.!nt fees or co-payments that 
cI~ild care expenscs remain a staggering financial burden,)O In South Dakota, for 
example, a parcnt earning $1 ,670 per month must conl,ribute $500 per month (30% 
o(thc family's income) in order to get a child care subsidy,ll 

Nalillnal Women's L;IwCtnlcr, Wln!!in!;IO", oc, Fehruary 1999 
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Families arc required to pay the lion's share oCtbe cost of child care and early 
education, with very little help from the government, in contrast to government 
support for higher education. 

• 	 Families pay roughly 60"'10 oftotal annual estimated expenditures for child care 
and early education, while families pay only about 23% of the cost ofa public 
higher education.l2: The total govemment resources for higher education far 
exceed those for child care and early education, amoWlting to about $4,552 tor 
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 college 
than they arc when their chlldrcn are younger and in need ofchild cure,:W 

• 	 Just a.<; there is ample evidence that a coUege education results in economic nnd 
other benefits to graduates, researchers have found that seven dollars in public 
expenditures is saved for every dollar spent for quality child care and early 
childhood education. 3s 

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

Working parents need access not just to affordable child caret hut to a child cure 
setting that is safe and nurturing and witt contribute to their children's healthy 
development and cdut..tion. 

• 	 Research on early brain development and school readiness demonstrates that the 
experiences children have and the attachments they fonn in the first three years of 
life have a decisive, ~ong~lasting impact on their later development and learning.)!'; 

• 	 Ret::ent breakthroughs in neuroscience show that carly interactions directly aflcct the 
way the brain is "wircd"Y Brain development is non-linear: there are prime times 
for acquiring different kinds ofkllowledge and skiils,Jil By age two. a child's brain 
contains twice as many synapses and consumes twice as much energy 3.', the brain or 
an .adult?' 

• 	 The quality ofchild care has a lasting impact on children's emotional well-being, 
social skills and ability to lcam:l:O Childrcn in poor~qllality child care have been 
found to he dclnyed in language {lnd rending skills, and display mOTC aggression 
toward other children and adlllts.41 

• 	 Children in higher-quality prl.."Scnool classrooms displny grcuter receptive language 
ability and prc~ma1h skills. view their child care and themselves more positively. 

National Wumen'$ L3W C<-utef, Washington, He. February 1999 
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have wanner relationships with their teachers, and have more advanced socia) skills 
than those in lower~qualit)' c1assrooms.42 In addition, highcr-qua!ity programs can 
IC3Q to children's )ong-teml success. including better school achievement, higher 
earl,1ings as adults, and dccreased involvement with the criminal justice system.4.1 

• 	 Many young children arc being cared for in settings in which books and toys required 
for physical and intellectual grov.1h arc missing; warm, supportive relationships with 
adults arc lacking~ and in some cases, basic sanitary conditions arc oot met and safety 
pro,blems arc endangering jnfaots.~4 

Constructive activities for scbool~ag(l children and youth are critical to their 
development and to help keep them out of trouble. 

- 1\ is estimated that ncarly five minion children are left unsupervised aiter school each 
week, and many children are in settings that do not help them grow and learn 
hecause there are no constructive activities to promote their physical and intellectual 
deveiopment4S The problem is most acute in low-income communities, where 
fewer before~ and ancf~school programs are offcrccl.44 , 

,. 	 Studies have indicated that school-age children who are left alone after school arc at 
greater risk of truancy. risl(Aaking behavior, substance abuse, poor grades, and 
strcss.'*1 FBI data show that violent juvenile crime triples in the hour after the school 
bell rings with nearly half occurring between 2 p.m. and 8 p.m.48 

I 
,. 	 In a reeent survey, 92% of police chiefs nationwide identified an increased 

goyemment investment in programs like child care and after-school programs as the 
most cfi(."Ctivc ami~crimc weapon by a fOUf~to~onc margin over trying more juveniles 
as adults or even hiring additional police officcrs,4? 

II. THE EARLY CHILDHOOD WORKfORCE: 

WOMEN As CHII.D CARE PROVIDERS 

The vast majority of child care IWQvidcrs il1 thili f,,'ountl")' arc women. 

, 
,. The child care workforce is 98% female, and onc~third women of color.sO 

I 

• 	 T!lcse women ~- approximately 2.3 million carly childhood teachers and teachers' 
I.ls$islunts, family child care providers, and in-home provider$)j ~~ curry the 
responsibility of providing a safe, nurturing, and stimulating &clling for the children 
entrusted to them crlch day, The services these women provide can have a eritic;lI 

Nllcioual Women', Law Center, WashinUi!Jn, He, Fehruary 1999 

7 

http:color.sO
http:offcrccl.44
http:c1assrooms.42


impact on the successful development of the children in their care. 

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

. I 


• 	 The U,S, Department of Labor reports that, in 1997, the median weekly salary for a 
family child care provider-was $202 per weekj which is $10,504 annually, based on 
52 weeks ofwages.52 This is below the poverty threshold for a household that 
includes one parent and onc child:$) , 

• 	 For an early childhood teaching assistant, the median weekly salary was $239 per 
week, or $12,428 annually. and for a worker in a child care center it was 5285 per 
week, or $14,820 annually.54 

• 	 Child care workers thus earn far less than the median carnings for all workers 
($26,156 in 1997), and less than the median earnings for bus drivers ($21,060), 
janitors ($16,276), or bartenders ($16,024)," 

*' 	 Many child care workers receive little if anything in benefits from their employers, 
Even among child care centers, the availability of health care coverage for staff 
workers remains woefully inadequate.56 

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 
jobs, live with their parents, rely on a second income, or forgo health insurance and 
medical ci1re. 

.. 	 As a result, many do not stay long in child care: 31 % of al11eaching staff1cavc their 
child care centers each year. 51 

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

.. 	 The compensation of chiid care staff is clearly linked to the quality of care and 
education children receive, According to one study, "teachers' wages, their 
education and specialized training were the most important characteristics that 
distinguish poor, mediocre, and good-quality ccnlers"'·~P. 

• 	 Another study idenliticd slaff wages as the most importanl predictor of the quality of 
care children receive: better quality cellters paid higher wages, hired teachers with 
more education llnd training, and experienced lower stafTturnovcL'? 

• 	 Reducing turnover is critical, bet:ausc the stability of the relationship between the 
child and the care-giver is important to the child's sodal rlcvclopment.60 For 

ro;a!!Olllll WOllttfl'S Law Center, Wa~hin!i:{un, DC. FebnHny 19')9 
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, 

example, 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. 

III. SOLUTIONS: CRITICAL COMPONENTS OF 
AN EFFECTIVE CHILD CARE POLICY 

An'effective child care initiative must ensure that all families have access to 
affordable, high-quality child care for infants and toddlers as well as school-age children. 
It must1include the following components. 

(1) 	Help \Vorkine 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 ehild care 
expenses: 

• 	 The Child Care and Development mock Grant should be substantially expanded to 
enable states to better serve eligible families; and 

, 

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

, 
(2) 	 Protect the Health nnd Safety of Children by 

Improving the Quality of their Care and Educalion 
, 
, 

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

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

I 

• 	 Increased reimbursement for programs meeting high-quality standards; 

Policies to improve staff compensation and benefits in order to attract qualified staff 
and reduce staff turnover; 

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

Nlltiollill Women's LIlW Ceuter, Wlishington, !lC, Fehruilry 1999 
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• 	 Statewide staff development systems and policies that help to improve training for 
staff; 

• 	 Targeted funding to enable child care and early education programs to offer 
comprehensive services through linkages and support from health, social services, 
and mental health systems; 

• 	 lmprovcd consumer education efforts, including the expansion oflneal resource and 
referral programs; and 

• 	 Support to chUd care and early educations programs to usc technology, such as long
distance learning. more effectively, 

(3) Expand Good Care for Infants and Toddlers 

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

• 	 Operating family child care networks that serve infants and toddlers; 

.. 	 Expanding the supply of infant and toddler carc, cspedally for care that is in short 
supply; 

.. 	 Supporting initiatives to increase the compensation of care-givers. caring for very 
young children; 

• 	 Providing specialized tmining for care-givers working with infants and toddlers; 

• 	 Expanding resource and referral programs; 

• 	 Assisting programs serving young children in becoming accreditc;d: 

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

• 	 Providing parenting education and support programs; 

.. 	 In addition, the Family and Medical Leavc Act should be expanded (0 cover more 
workplaces and employees, and to provide [cave for a broader range of i'mnijy needs. 
Strong family leave policies are critical, as they citable working parents to stay home 
during the critical early months ofa child's life or when a child is seriously ill, and to 

'!'tr,'nllot1l1l Wom-cn's L:IW Ccnler. WllshinglHIl, ne, Fclll'UlII'Y 1999 
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play an active role in th~ir children's early development. 

(4) 	 Keep Childrcn and Youth Safe and Productive 
through Bettcr Use of Out-of-School Time (School-Age Care) 

I 
, 

• 	 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 stafTtraining and professional 
development, accreditation, and program assessment and improvement; and facilitate 
coordination that can make the most of public and private resources. 

I 
(5) 	Continue Support for Head Start 

and the Child and A'dllit Care Food Program 

• 	 Head Start is an esse~lial component of any initiative to strengthen families' access 
to ~trong early learning experiences. The Head Start program should continue on its 
path toward serving all eligible children. It should also recognize the growing need 
to reach younger children by expanding funds available for Early Head Start. 

I 

• 	 The Child and Adult Care Food Program (CACFP) should allow for-profit child care 
centers serving low-income children to participate in CACFP, and restore the option 
of it fourth meal or snack for children spending extended hours in child care centers 
and family child care homes. 

The !'\lIlion~1 Wumu's I.IIW CtnlH is • noo ....rofit organi/.ation that has lIetn working sinn' 1972 to advanee Ind ...rotect 
women's h.·l:al rights. Tht Center focusn on major ...olicy arras of im ...ort:lnft to womrn Ind tllcir familks including ehild 
~nd "dult CMrr, child supp"rl, empluymrnl, rdnraliun, rr ...ruduclivr righls Mnd lIeallll, "'lLhli~ " ..i.,laner, tll1 rrrurm, and 
sud:11 SI'Cllrity- with Spl'dlllntlrntion givcn I" the {onccrn, of low-ineul11l' "'''mrn., 

1Iiational \\'omen's taw Center, \\'ashington, nc, Fehru:lry J999 
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