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CHILD CARE WELFARE PROGRAMS AND
TAX CREDIT PROPOSALS

TUESDAY, APRIL 18, 1989

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The committee met at 10:00 in room SD-215, Dirksen Senate

Office Building, Hon. Lloyd Bentsen (chairman of the committee)
presiding.

Also present: Senators Monihan, Bradley, Rockefeller, Pack-
wood, Roth, Chafee, Heinz, and Durenberger.

[The press release announcing the hearing follows:]
[Press Release No. H-13, March 28, 1989]

SENATOR BENTSEN ANNOUNCES HEARINGS ON CHILD CARE WELFARE PROGRAMS AND
TAX CREDIT PROPOSALS

WASHINGTON, DC-Senator Lloyd Bentsen (D., Texas), Chairman, announced
today that the Finance Committee will hold two hearings to review and evaluate
the numerous child care proposals under the Committee's jurisdiction.

The hearings will be held on Tuesday, April 18 and Wednesday, April 19, 1989 at
10:00 a. r, in Room SD-215 of the Dirksen Senate Office Building.

Senator Bentsen said, "There is widespread interest in the many child care bills
that are now pending before the Committee on Finance. The hearings that are being
announced =ay will help the Committee evaluate the effectiveness of these propos-
als in meeting the Nation's needs for child care services."

This year, legislation under the jurisdiction of the Committee on Finance will ac-
count for nearly $5.0 billion of the Nation's spending on child care. This includes
child care provided under the Title XX social services and child welfare programs,
child care for welfare recipients who are employed or receiving training, and care
that is financed indirectly under two provisions of the Internal Revenue Code: the
dependent care credit and the exclusion for employer-provided dependent care.

OPENING STATEMENT OF HON. LLOYD BENTSEN, A U.S. SENATOR
FROM TEXAS, CHAIRMAN, SENATE FINANCE COMMITTEE

The CHAIRMAN. This hearing will come to order. This is the first
of two hearings by the Committee on Finance on the important
issue of child care. Today we're going to hear from witnesses repre-
senting a wide range of opinion on what should be done. We have
some 11 child care bills that have already been referred to this
committee.

Today we have more than 11 million preschool children whose
mothers are in the labor force, and if predictions are correct, there
may be nearly 15 million young children with mothers in the labor
force by 1995. Nearly half of these children are cared for by a
member of the family. But millions of them are being cared for in
either a child care center or family day care home, and the quality

(1)



2

of care, the availability of that care, and the cost of that care are of
deep concern to the American people.

It is the obligation of this committee to try to see what we can do
in the way of getting the most for the taxpayers' money and the
highest quality of day care that we can match with it. Legislation
under the jurisdiction of this committee is the source of funding for
most of the child care paid for by the Federal Government, ap-
proaching some $5 billion a year. That includes the Title XX social
services block grant, education and training under the welfare pro-
gram, the child welfare services program, and two provisions of the
Internal Revenue Code, one the dependent care credit and one an
exclusion for employers who provide child care services.

We have some very serious budget constraints as we try to meet
the child care problem, so whatever we do will have to meet the
strictest test of need.

Members of this committee are looking for guidance, counsel,
and understanding of the greatest child care needs and, in turn,
how Congress can meet those needs; how parents and children can
get the maximum benefits for the taxpayers' money spent.

We see that the cost of child care goes all the way from $3,000 to
$5,000 a year; that for people of low income it can amount to as
much as 25 percent of their income and, for people of higher
income, as little as 5 percent. So the job that we have on our hands
is obvious, and I frankly think that most of the focus at this point,
with the budget constraints we have, has to be on lower income
families.

[The prepared statement-of Senator Bentsen appears in the ap-
pendix.]

We have a number of distinguished members who are going to be
before us to testify on this subject. We have the good fortune of
having as our first witness the senior Senator from Connecticut,
who has long concerned himself with child care issues and prob-
lems. If we can call on a resident expert, I think we have one
before us. Senator Dodd, we are very pleased to have you, but I
would like to defer first to the ranking minority member, Senator
Packwood, for any comments he might have.

OPENING STATEMENT OF HON. BOB PACKWOOD, A U.S. SENATOR
FROM OREGON

Senator PACKWOOD. Mr. Chairman, we do have a number of wit-
nesses before us. I see Senator Dodd in the witness chair. I see Sen-
ator Wil3on in the audience. And we have, I think, 10 or 11 bills
referred to this committee of one form or another. Senator Dodd
has had one in the Labor Committee and it is reported out.

Of all of the bills that we consider, I think there are four princi-
pal questions we ought to ask.

1. Do we or do we not want mandated standard Federal stand-
ards? That is a legitimate question. There's an honest, philosophi-
cal difference of opinion on both sides. It ought to be fully debated.

2. Do we want to use the route of principally appropriated
monoy? We will collect it, bring it here, pass it out to government
agencies and they, in one way or another, will hopefully get it to
parents. Or do we want to use a tax credit approach? Which is the
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better way to get the most money to the group that you want to
help?

3. What do you do about religious day care centers? And by this I
do not mean a secular organization that rents the basement of the
Baptist Church. I mean genuine religious day care centers whose
intent is to teach the Torah or the New Testament. Any day care
bill that cannot constitutionally get money to those day care cen-
ters that are honestly, deliberately and intentionally religious, I
think has a major failing, and we ought to consider that issue.

4. What do we do about those who stay home versus those who
are in the work force? Do you limit day care money to those in the
work force? Or do you say, no, it will apply also to those who
choose to stay home.

Again, there is an honest difference of opinion, philosophical dif-
ference of opinion, but I think those are the four major issues. I
very honestly believe- that the bill cosponsored by Senator Moyni-
han and myself and six other members of the Finance Committee
best meets those four standards: namely, we do not mandate Feder-
al standards; two, we use the tax credit approach, which I think is
a better approach; three, the tax credit approach constitutionally
enables us to get money to religious day care centers; four, it limits
the payments to those who are in the work force.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you.
Senator Moynihan, for any comments you may have.
Senator MOYNIHAN. Yes, Mr. Chairman. As your ranking

member here and faithful assistant, I would like to report that the
air-conditioning is off, but will be on in about 15 minutes, and to
welcome Ms. Maroney from Delaware who is here to testify.

The CHAIRMAN. Well, things may warm up anyway.
Senator Dodd, we are very pleased to have you. I have a hunch

were going to have a vote before very long, so we will try to move
along.

STATEMENT OF HON. CHRISTOPHER J. DODD, A U.S. SENATOR
FROM CONNECTICUT

Senator DODD. Thank you, Mr. Chairman. I'll try and move this
along. I know you've got a full agenda in front of you.

First of all, let me tell you what an honor it is to appear before
this committee, and you are very gracious in mentioning me as
being a resident expert. But with all due respect, I think the gen-
tlemen sitting on both your right and left certainly qualify as ex-
perts as well, with years of involvement in this subject matter.

I am a relative newcomer to the issue. I enjoy it. I think it's an
important issue, but I stand to learn a great deal from Senator
Moynihan and his involvement. Senator Packwood is the principal
cosponsor of my Family Leave bill. So while we have some dis-
agreements on this particular question, we have the same commit-
ment in terms of our common desire to serve children in working
families. And I am delighted and honored to be before the commit-
tee this morning to express some views in that regard.

So I thank you for giving me the opportunity to testify 8 on one
of the most critical issues facing the 101st Congress and the Ameri-
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can people: child care. As the chief sponsor of the Act for Better
Child Care, I deeply appreciate all of the support and advice which
you and nine members of the Finance Committee have provided as
cosponsors of the Act for Better Child Care, in developing that leg-
islation.

The child care debate. It's a debate about priorities, a question of
our goals and responsibilities to the American people. We all recog-
nize the productive and meaningful role of parents who stay home
with their children. That's what the Family Leave legislation
which Senator Packwood and I have sponsored is all about. But
many of us also agree that our first responsibility, 'the first place
for new Feeral child care dollars, is with needy parents who
simply must work and cannot afford to stay at home under normal
circumstances. And, as you have pointed out, that is a growing pop-
ulation in our country.

To be very honest with you, Mr. Chairman, a tax credit alone in
my view is not national child care legislation. I think it can be a
part of a package. But to really make a difference, to see that new
Federal dollars first help families which need child care for their
economic survival, we need comprehensive legislation which deals
not only with the political problems that any piece of legislation
may attract, but also with the three underlying basic substantive
problems that families meet in facing the child care crisis.

Those three areas are cost, the availability of child care even if
they can find it, and the quality of that child care.

We believe that the Act for Better Child Care addresses these
three problems in a comprehensive way. It creates not a Federal
child care system, but a national partnership built on existing pro-
grams and fueled by the power of parental choice. ABC is not a
Federal solution, but a set of national guidelines and incentives.
It's not a complete answer but a sound beginning.

I would like to refer if I could to three or four charts that I have
here today. You may have seen some of these already because they
come from the most recent survey done by Lou Harris on the issue
of child care.

As a detailed Harris poll revealed last week, fewer than half of
the parents of young children surveyed are satisfied with those
three pillars of child care: cost, availability, and quality. Only 8
percent thought our country's system of child care was working
very well. The Harris poll also exploded the myth that many
American families, especially poor ones, rely exclusively on in-
home relative care with minimal out-of-pocket expenses. Instead,
the average parent uses two or three support services during work-
ing hours, usually a mix of parental and out-of-home care.

This brings me to the second chart. Can most parents find rela-
tives or friends who will care for their children? This chart indicat-
ed that almost 70 percent of American parents would answer this
question "No." So the notion that somehow Grandma or Grandpop
or aunt or uncle are. around there to take care of the children is
exploded by the actual responses of families in terms of who's there
to care for these children.

Referring to a third chart, Mr. Chairman, on cost, the numbers
are alarming. Even when parents with no child care expenses are
averaged in, the mean annual amount paid by parents for child
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care is $2,280 a year. What is worse, Mr. Chairman, the lower a
family's annual income, the more money that family is likely to
pay for child care services. The categories of families most likely to
be poor and most dependent on their child care arrangements-
blacks, Hispanics, single mothers, and those in large cities-not
only pay well above the national average, but more than those
earning $35,000 to $50,000 per year.

Those numbers are hard to read from there, Mr. Chairman, but
you can see that families with incomes between $35,000 and
$50,000 pay $2,088. And you can see blacks pay $3,196. Separated
parents, $2,976. Big-city residents, $2,700. Single mothers, $2,532.
So, while you would think that demand or cost or incomes might
have some relationship to the cost of child care and it just doesn't.

I have two conclusions from this. First, the cost and supply prob-
lems are so bad that there is virtually no relationship between
what people pay for child care and their ability to pay. Poor par-
ents must pay ridiculously high portions of their income simply to
find some form of care for their children.

Second, this parental scramble for care means little chance to ex-
ercise choice in the marketplace, further diminishing the very low
incentives society gives day care providers to provide quality serv-
ices.

This brings me to the third issue, Mr. Chairman, an extremely
important one. And that is the quality of the services we provide.
Like motherhood and apple pie, quality is something everyone is
for. But, like motherhood and apple pie, there is much disagree-
ment about what goes into it. Some believe the most important fac-
tors are parental choice and involvement. I count myself in that
camp.

This brings me to the fourth chart, Mr. Chairman, which illus-
trates that to provide real parental choice, real involvement, we
must do more than throw families a few hundred dollars in tax
credits each year and let them fend for themselves. This is not like
buying a toaster. Parents are very, very confused about what is out
there in the marketplace. They are frustrated by a system which
demand has little relationship to quality or supply.

Parental choice means more than giving families a few dollars
each month. It means helping to increase the supply and the varie-
ty of local child care services for parents to choose from. Parental
choice means minimum health and safety standards to help par-
ents measure and improve program quality. Parental choice means
better resource and referral networks to educate families about
their child care options. Parental choice means parents working in
the trenches, helping to set child care policies at the national,
State, local and program levels.

We believe that ABC would help to ensure all of these forms of
parental choice. It's too much to ask a parent to know whether or
not the plumbing or the electricity works, or what potential crimi-
nal backgrounds of people who work in child care centers. It is to-
tally unrealistic to assume that average people can make those
kinds of checks, even though they express great concern about the
quality of service. To expect them to ferret out all of the informa-
tion necessary to make an intelligent choice about those centers or
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those providers, whether they be in a neighborhood or wherever,
may be asking too much.

ABC, establishes minimum health and safety standards for pub-
licly funded child care programs to help parents make these intelli-
gent choices.

This brings m. to the fifth chart. This chart shows how impor-
tant the quality issue is to the American people. Public opinion
polls consistently show, including the recent Harris survey, that
the Ame-rican public overwhelmingly supports these standards.
Again the problem is one of rhetoric. Political opponents of ABC
have seized on the standards issue to raise the specter of a Federal
bureaucratic bogeyman which simply doesn't exist. In the Harris
sPurvey, support for minimum standards hovers near 80 percent. In
a survey done by Martilla and Kiley back in 1988, almost 90 per-
cent of the American population support minimum Federal stand-
ards.

In fact, I would argue that quality is the most important issue to
families. Cost makes it difficult for them to afford child care. But if
they had to say to us as Members of Congress "choose one of those
three-availability, cost or quality," I think most people would say,
give me something that I have confidence in.

When I invited the U.S. Army and the large national insurance
companies to testify on standards before my subcommittee in Janu-
ary, they wondered what all the fuss was about. Why? Well, the
insurance industry doesn't even assign a policy, which is a major
cost in child care, unless the center or family provider meets appro-
priate standards. They told us that minimum Federal standards
would increase access to affordable liability insurance, especially
for family providers, and thus lower child care costs and increase
supply.

The Army set up tough standards years ago because it makes
good business sense. The Army knows that parents make better
soldiers if they have safe and reliable child care available to their
children. The Army also knows that its single most likely source of
future recruits are the children of people who are in the Army
today. It's simple: Better child care now means better recruits 15
years from now.

There is a lesson here for the rest of us. By the way, the U.S.
Army serves 150,000 children a day with a very comprehensive
child care program including high standards. So there is a tremen-
dous example for many years now of the Army providing the kind
of service envisioned in the ABC legislation. This is a simple ques-
tion, it seems to me, a matter of consistency and accountability.

The Federal Government regulates the food that children eat,
the prescription drugs that children take, the seatbelts for children
in automobiles, the clothes our children wear, the very toys that
they play with. We set standards. This committee has adopted Fed-
eral nursing home standards to protect the elderly, the other vul-
nerable age group we are charged to protect.

All we are trying to do in the Act for Better Child Care, Mr.
Chairman, is establish a floor of safety protection for all children,
regardless of where they live or how much their parents make.

Mr. Chairman, let me turn to the tax side of the debate very
- quickly, the subject of your hearings this week. I am not against
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the tax credit approach. I don't philosophically oppose that at all.
What I do oppose is the rhetoric which pretends it's an answer to
America's child care crisis. A tax credit would help to supplement
the incomes of poor families with young children. That is very im-
portiint, but that is all it really does.

Several tax proposals now before the Congress, including the
Children's Tax Credit proposed by President Bush, do not even re-
quire that the funds be used for child care expenses. Recipient fam-
ilies may use the money for household items and other expenses
totally unrelated to the costs of caring for children. None of the
credits help to increase the supply or quality of child care, critical
issues as we implement the Welfare Reform legislation authored by
my friend from New York, Senator Moynihan, and adopted last
year by this committee. A tax credit may very well complement
the Act for Better Child Care Partnership Plan. It is-with all due
respect to the authors-not a substitute but a complement.

Where tax credits can be effective is in helping families afford
child care services where they are already available. But even here
the effect would be limited. The most generous credit on paper, the
Bush plan to provide a credit to poor families for children three
and under, would be available- to fewer than 2 percent of American
families. Families with an income of $12,088 a year, the Federal
poverty line, would receive less than $200 per child next year
under the President's child care tax credit. This is hardly enough
to change a parent's work status, and not enough to make a real
dent in the family's child care costs.

Proposals to make the existing credit refundable would provide
more assistance to the same family, but in order to be eligible for
that credit, the family must have spent up to $4,800 or more on
child care during the previous year, almost 40 percent of the fami-
ly's total income. These expenses would remain out of pocket for
up to a year or more before the credit funds are recouped the fol-
lowing April 15.

The Act for Better Child Care, in contrast to both approaches,
would provide poor families with funds up to 100 percent of the
cost of care, right away when they need it to pay their bills.

I sound one last note of caution on the tax credit approach. It's
about the Federal deficit, something we are all sensitive to here.
Again, regardless of how much one may support that particular ap-
proach, once a tax credit is enacted into law, it becomes an imme-
diate negative entitlement which we cannot control. We would
automatically be spending billions of Federal dollars each year,
with no opportunity to posit the relative need for the credit against
spending priorities in other areas.

The Act for Better Child Care, conversely, permits Congress to
put a national partnership plan in place and then determine appro-
priate funding levels each year based on competing priorities.

Mr. Chairman, to me the child care debate really is a simple
question of priorities. It's a question of what national child care
legislation really means to the American people. If this debate
really is about child care, then it's about helping working parents
find safe and affordable child care when they simply can't afford to
stay home.



8

If the debate really is about child care, then we have the Act for
Better Child Care with 42 cosponsors, a bill which was just report-
ed by the Labor Committee with strong bipartisan support. We are
actively discussing the bill with the Nation's Governors and poten-
tial cosponsors in the Senate in hopes of broadening what is al-
ready an amazing coalition of support for this legislation.

Our goal is and has always been a balance, a balance between
the comprehensive approach re,uired for a national partnership
plan and the simplicity and ease of administration which Members
of Congress want and States and localities need. We think we can
have both. We can hold firm to oar principles on quality and also
offer to the Congress and to State and local officials an attractive,
common-sense legislative product.

I believe most ABC supporters are also ready to consider a tax
credit as a complement-I repeat, a complement-to our compre-
hensive child care bill. In practical terms, this could be accom-
plished through a packaging of the two bills into a single legisla-
tive initiative or through separate legislative actions on the two
proposals.

We look to you, Mr. Chairman, and the Members of the Finance
Committee, for direction on the content and timing of any tax
credit initiative. And should the Senate consider ABC alone in a
more expeditious fashion, we will continue to work for a supple-
mentary income credit which Congress could consider later in the
context of a subsequent tax or budget debate.

Mr. Chairman, I apologize for the length of my statement, but as
you pointed out at the opening, I have worked for about 2Y or 3
years on this bill. A lot of time and effort has gone into it. I've de-
voted all this time to try and do something about an issue that is
demanding our attention, and I thank you for listening.

[The prepared statement of Senator Christopher J. Dodd appears
in the appendix.]

The CHAIRMAN. Gentlemen, I understand we have a vote at
10:30. We have a total of five Senators seeking to testify, and we
have, I think, four panels of very distinguished witnesses that we
want to try to listen to this morning.

May I ask you, just for the sake of brevity, one question. In this
day of budget constraint, what would your program cost as you see
it fully implemented?

Senator DODD. The program has a $2.5 billion price tag. Of
course, it's an authorization, and we understand that these things
take time to get underway. We believe that the Budget Resolution
will allocate something in the neighborhood of $500 million to $700
million in the first year for child care.

There is more to this than the Federal appropriation. I would
suggest that with this approach, we are apt to see various things
happen with non-Federal dollars. One of the features of ABC which
I didn't go into is a strong provision to encourage public/private
partnerships in child care. We think we are going to see more of
that activity.

As we do, it is not inconceivable that the need for the Federal
government to continue a heavy appropriation could diminish.
Wit- the tax credit, with all due respect, once you put that propos-
al ir ,lace it is impossible to take it away or scale it back.
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Our proposal allows for flexibility. We are going to have to meet
a budget deficit target of $64 billion next year. It is $99 or $100 bil-
lion right now under this budget proposal. That means we are
going to have to find another $30 billion.

Mr. Chairman, I would love to tell you that all of my colleagues
are going to stand up next year and say, we don't care what that
deficit is; by God, child care is going to be fully funded. I know we
are going to have to strike some balances in all of this. Our propos-
al allows for that flexibility. And I would cite that, as I tried to
briefly, as one of the advantages of this particular approach.

The CHAIRMAN. Thank you, Senator.
Let me state that the order of arrival was Senator Packwood,

Senator Moynihan, Senator Durenberger, Senator Heinz, Senator
Bradley.

Are there those who wish to question the witness?
Senator PACKWOOD. I have two quick questions.
One, Lou Harris came in and briefed me also. In his poll, as I

recall when those being polled were asked, do you prefer tax cred-
its versus appropriations, they preferred tax credits.

Senator DODD. I would say to you, I saw that statistic as well. I
think people get somewhat confused about what government is
going to do in these areas. He described the appropriation as the
Democratic proposal.

The numbers were like 76 percent in favor of a tax credit and 72
percent in favor of the Democratic proposal. I suspect, since they
were not questions that were necessarily posited, "Choose one of
the two," that roughly the same people were saying they'll take
both.

They don't really care whether or not they get a tax credit or an
appropriation. They need help. And I think we get caught some-
times in the machinations of which program works better. But the
American public needs some help on this issue, and whether you do
it through a tax credit or a direct subsidy they don't really care
except to the extent they need help.

Senator PACKWOOD. You kind of explain away poll answers the
same way I do when I don't like the result: they didn't understand
the question, and if it was just asked right they would understand
it.

Second question. How do you get to the 7 or 8 percent genuine
religious day care centers, money under an appropriate. process?
And I don't mean the 80-percent hiring threshold. I mean those
who are teaching religion.

Senator DODD. We have wo).'ked ouit in this legislation a very
good and excellent compromise which might serve, by the way as a
model for future issues, as we provide; services to people through an
increasing number of church-basi-d organizations. The major issue
was the employment issue in this area, whether or not you could
have discrimination in employment.

We have crafted in this ABC proposal a very delicate balance
which would allow for families to take their certificates to religious
institutions and be able to use those services, provided the church
maintained the nonsectarian nature of the child care services at an
otherwise sectarian institution.
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I will tell you that this is a delicate issue, but we have reached
an agreement with the Catholic Church, major religious organiza-
tions, the National Education Association, and others who have
worked many, many hours to try and craft a proposal that would
strike that balance. We effectively did so.

Senator Durenberger, who is a member of the Labor Committee,
was there that day and we passed unanimously the amendment
that I offered which incorporates this compromise. If religious pro-
viders were the only issue, then I suppose a tax credit is cleaner in
that regard. But I would point out that there are other liabilities
associated with the tax credit approach.

Senator PACKWOOD. In all respect, Chris, I've read and reread
your bill. I think you cannot give money to the genuine religious
day care centers. When they say we're going to hire Jews because
this is a Jewish day care center; we're going to hire Seventh Day
Adventists, this is a Seventh Day Adventist center; we're going to
teach our kids about the Seventh Day Adventist Church; or we're
going to teach them about the Jewish religion; I don't think you
can give them any money.

Senator DODD. Well, I don't know. I think when you're dealing
with the poorest families-and this bill is targeted to go to the
poorest families in this country-some of the most successful
Catholic Church child care providers enroll 60, 70, 80 percent non-
Catholics in the inner city child care centers they operate. They
are interested in taking care of children. They're not interested
necessarily in proselytizing in child care. They understand the
need for child care and they believe it's worthwhile to engage in
that service without religious indoctrination.

So while there may be some who would be adversely affected by
that, I think many of them do serve children regardless of religious
affiliation.

Senator PACKWOOD. Thank you, Mr. Chairman.
The CHAIRMAN. Thank you.
Are there other questions?
Senator MOYNIHAN. Mr. Chairman, I don't want to press Senator

Dodd who has been illuminating and compelling in his testimony. I
want to thank him, but say just as Senator Packwood did, that
there are those of us who continue to be very much concerned with
this question of church-affiliated institutions.

I think it can be said that if we have a problem in this country
it's child poverty. Children are the poorest group that we have in
the population. And in the main, the only large institution many
poor families will have any contact with is a church. They will
have none other. Senator Packwood and I have shared this concern
for more than a decade.

I want to thank you, Senator Dodd.
Senator DODD. I thank you, Senator Moynihan. I have no desire

or interest to see church institutions excluded because I happen to
believe they are a major source of quality child care in this coun-
try.

The CHAIRMAN. Senator Durenberger.
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OPENING STATEMENT OF HON. DAVE DURENBERGER, A U.S.
SENATOR FROM MAINE

Senator DURENBERGER. I want to thank you for this opportunity.
But let me say for the record that I think it's been longer than 2V2
years that Chris has been at this. I know he's been at me for that
length of time, as he most of the people around this table. I'm glad
we took the time at the beginning of this hearing to hear from my
distinguished colleague from Connecticut. I'm also glad we're
having this hearing in this committee because, for two of us on this
committee, Senator Matsunaga and I, we sit astraddle the issue, in
both Labor and Human Resources and here in the Finance Com-
mittee.

And it's a clear frustration. I regretted voting against the ABC
Child Care bill as it was marked up by the Labor and Human Re-
sources Committee, but at least in part, it was because I thought
definitional questions such as are going to be propounded by you
and by this committee needed to be asked so we knew what it is
that we are talking about when we undertake this. But it meant in
no way that I did not respect, as we all do, the incredible commit-
ment that our colleague from Connecticut has made to this issue.

[The prepared statement of Senator Durenberger appears in the
appendix.]

Senator DODD. I thank you, Senator.
The CHAIRMAN. We have been at this issue a long time around

here. I can recall voting for Senator Mondale's bill about-it must
have been 15 years ago.

If there are not further questions, thank you very much.
Senator DODD. Thank you very much, Mr. Chairman.
The CHAIRMAN. Our next witness, Senator Kennedy.
Senator KENNEDY. Mr. Chairman, you have a member of the

Budget Committee here. Senator Domenici indicated such an ur-
gency, I would be glad to have him precede me.

The CHAIRMAN. Well, I understand they do have some things
going on over there. Fine.

Senator Domenici. I'll be very brief.
The CHAIRMAN. Good. Delighted to have you.

STATEMENT OF HON. PETE V. DOMENICI, A U.S. SENATOR FROM
NEW MEXICO

Senator DOMENICI. Let me thank you very much, and thank you,
Senator Kennedy.

Mr. Chairman and members of the committee, I am really de-
lighted to be here rather than in the Budget Committee. But I do
feel that I don't need my seatbelt here, and I will buckle up over
there and see what I can do.

I have some prepared remarks. I ask you to make them part of
the record.

The CHAIRMAN. That will be done.
Senator DOMENICI. Mr. Chairman, I heard a little bit of the state-

ment by-Senator Dodd and I have the greatest respect for him. I
would like to sound an alarm. I gathered he said that there are
Governors in the United States that are being recruited to support
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the bill that came out of the Labor and Human Resources Commit-
tee.

One Senator, Senator Domenici, urges the Governors of this
United States to be careful. If ever I saw a bill that is calculated to
set national standards that they are going to live with in our sover-
eign States, for which there is no money to pay for the institutional
day care that is going to be regulated, this is one.

We are either engaged in setting national standards for the sov-
ereign States with a trivial amount of money. Anything from $500
to $700 million is a foot in the door for national standards that the
Governors, cities, institutions across this land are going to live
with, or I never saw one. If they come up here and complain that
we set standards and don't tell them how to pay for it, I submit to
this committee this is the biggest ever. I submit to you that there
are not over 14 percent of children in this country in center-orient-
ed institutional day care today.

Senator PACKWOOb. Fourteen?
Senator DOMENICI. I'm going to modify and say 14 to 16, Senator

Packwood. I will submit that all the rest are in their own homes, in
relatives' homes, or in small religious-type day care centers.

Now, I ask you, what good is it for us to tout a national bill with
national standards that are going to protect I don't against what. It
seems to me that there is good care taking place in neighborhoods.
There is excellent care taking place in homes. There is tremendous
care being taken in religious institutions, and if there are acci-
dents, there are going to be accidents anywhere.

I submit for those of you who are interested in how we are going
to supply experts, proficient social workers in those day care cen-
ters, let me ask you to look at the United States today and ask
yourself where are we getting social service type professionals for
the ongoing activities of our country?

There was an hour program on last night saying that we don't
have enough teachers. They can follow it with another program
saying that we don't have enough rehabilitation people in this
country. Where are we going to get the hundreds of thousands of
professionals that are going to take care of children in this utterly
safe institutional atmosphere? I submit to you it will not happen.

We will spend at least, in my humble opinion, $10 billion a year
living up to even an implicit commitment to help the Governors of
these United States live under a system of national standardized
institutions. Five hundred million won't do a thing. Three billion
will hardly touch it. Five billion will only make a dent. As a
matter of fact, that 14 to 16 percent I cited to you will probably go
no higher than 20 percent if you funded the full $5 billion. It may
go to 25.

I ask what about all the rest? What about all the rest? Are they
getting terrible care today? I don't think so. I submit that there is
a bill before you-and I won't go into detail-that Senator Duren-
berger has cosponsored. It is different from Senator Packwood's bill
in two respects. First of all, we do not discriminate between work-
ing parents and nonworking parents. We submit that we should
raise the level of money that we leave in the hands of mothers and
fathers, parents; we should raise the level of money we put in their
hands, or leave in their hands, under our tax code through refund-
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able tax credits so that they can make the decision, number one,
where to put their children, if they want to. If they'd like to keep
their child with Grandma, I don't know why they ought to be pun-
ished. If they have a good aunt that's taking care of their children,
I don't know why we ought to say no.

If one of the two chooses not to work, I don't understand why we
ought not encourage that by giving them the kind of family allow-
ance for raising young children that used to be there when the tax
code was family-oriented, Mr. Chairman.

In my testimony, I trace the reduction in the tax credits of this
country or the allowable for the raising of children, and it is a skel-
eton of what it was. It is somewhere around 18 percent of what it
was some 20 years ago in real dollars. That is, when my mother
and father raised me, they were given a rather substantial allow-
ance for raising children. That's almost gone.

We can use this bill as a signal to this country that we favor
families and the raising of children by giving refundable tax cred-
its whether both parents work or don't work, so long as one parent
is working. You can trace my refundable credit and see where it
goes.

The other distinction, I submit to you, is formidable. I used to
think there was a little bit of distinction between your bill, Senator
Packwood, and mine which Senator Durenberger is on. But there is
another difference besides that one. You use the existing tax credit
as the basis for refundability. I submit to you that that will not
help the poor people as much as you think, because essentially
they must buy the expensive type day care to get the maximum
credit. And I submit to you, the reason that won't work is the very
chart that says they can't afford it now.

The reason we only have 16 percent in institutions is because it
is not affordable. They are finding family, church, relative, neigh-
borhood-oriented type institutions now. We ought to give them the
money, refundable credits and tax credits, and let them make the
decision. It will make a far more significant dent in needed child
care than the ABC bill.

T submit to you that the same argument about the growing tax
credit must be applied to the ABC bill or you are hiding your
heads. Do you really intend to tell the States, here are your stand-
ards; we're only going to give you a little bit of money and when
we have more, we will give you more? I don't believe that. I believe
the pressure will be on and why not use the tax credit pressure
rather than the straight appropriation which I know you either get
almost nothing up front, or national standards that I believe are
not going to help the majority of children in this country.

Thank you very much.
[The prepared statement of Senator Domenici appears in the ap-

pendix.]
The CHAIRMAN. Thank you, Senator.
Are there questions? If not, thank you very much, Senator. we

are pleased to have you.
Senator DOMENICI. Thank you, Mr. Chairman.
Senator PACKWOOD. Can I ask unanimous consent that a state-

ment of Senator Heinz be placed in the record?
The CHAIRMAN. Yes, of course. That will be done.
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[The prepared statement of Senator Heinz appears in the appen-
dix.]

The CHAIRMAN. Senator Kennedy.

STATEMENT OF HON. EDWARD M. KENNEDY, A U.S. SENATOR
FROM MASSACHUSETTS

Senator KENNEDY. I'm not sure I should have yielded to Senator
Domenici after hearing that. [Laughter.]

I am very much aware, Mr. Chairman, of the length of the hear-
ing list that you have, and I want to thank you for allowing me to
come here this morning. I would like to file my statement, and
maybe just take 3 or 4 minutes of the committee's time.

The CHAIRMAN. Without objection, that will be done.
Senator KENNEDY. I think Senator Dodd has made the case very

compellingly about the need, and I don't think we have to go over
that particular issue. What I'd like to do is try and distinguish
where I think we are with the ABC bill and the tax credit pro-
gram.

I think there are essentially three different elements that we are
addressing in the day care program. One is the issue of affordabil-
ity. Two is the issue of supply. And three is the issue of quality.

Now, regarding the issue of quality, we have a range of different
standards today, Mr. Chairman. I know that there is a taint to the
word of standards. But we have standards today, for example, with
dangerous toys. We have Federal standards with regards to Head
Start programs. We have standards with regard to child nutrition
programs that are used in the school systems, the breakfast and
lunch programs.

There is a whole range of Federal standards which have been ac-
cepted, and I don't hear anyone talking in the Senate about with-
drawing those kinds of protections for the most vulnerable people
in our society. I think the kinds of standards suggested in the ABC
bill be adopted in the States-my own State of Massachusetts for
example, and they work very effectively. And they have not inhib-
ited, but have improved the quality of child care.

What are the kinds of things that we are requiring? We are re-
quiring that those who work in day care don't have criminal
records. There is no such prohibition at the Federal level. We are
requiring children in the day care are immunized. We are requir-
ing that you're not going to have one individual taking care of 15
kids.

I think if we look at what we have tried to do on the quality
issue, I think that it's justified. And I think that that is an advan-
tage.

Secondly, we have tried in the ABC program, by providing the
funding to the States for grants and loans for the startup of child
care programs, to increase supply. We have tried to encourage the
public/private partnerships that Senator Dodd mentioned briefly.
We provide resources in terms of liability pools because insurance
costs are an inhibitor to the development of these kinds of pro-
grams.

We also provide incentives for recruitment of additional person-
nel. And I think that the hearings held by the Labor Committee
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make clear that these are useful steps. I haven't tried to be all-in-
clusive, but just to give some examples.

Finally, on the issue of affordability, this is where I think the tax
credit and the ABC program begin to match. I think the ABC pro-
gram addresses the issues of supply and quality. On affordability
we begin to match. And that is where I don't exclude the possibili-
ty of tying the two concepts together. I know the Chair and other
members heard the first question that was asked of Senator Dodd.
We all know the challenges that we're facing in the budget. But I
would hope that there may very well be a tying together of a tax
credit and what we have attempted to do with the ABC program
which provides 70 percent of resources to the working poor, trying
to reach the areas of greatest need.

I don't think the approaches are mutually exclusive, but I do
think that there are additional elements in ABC to deal with qual-
ity and supply which aren't necessarily addressed by the tax credit.

All I would like to say is we welcome the opportunity to work
with the members of the committee as we move forward. Whatever
your proposal is, I do think that bringing these elements together
would probably provide the best type of a program.

[The prepared statement of Senator Kennedy appears in the ap-
pendix.]

The CHAIRMAN. Senator, you've made some good points and I
think that's helpful.

Are there questions of Senator Kennedy? If not, thank you very
much.

Senator KENNEDY. Thank you very much, Mr. Chairman.
Our next witness is Hon. Pete Wilson, the Senator from Califor-

nia.

STATEMENT OF HON. PETE WILSON, A U.S. SENATOR FROM
CALIFORNIA

Senator WILSON. Thank you very much, Mr. Chairman. I must
say that it has been education sitting here and listening not just to
the witnesses who have preceded me, but to the questions and to
the statements from the committee. One thing that seems clear is
that the disappointment that many of us had in the last session,
that we did not achieve child care legislation, hopefully will be
avoided in the 101st Congress, and it seems that a great deal of
progress has been made.

In the interest of time, let me just summarize the statement that
I have and use several of the comments that have been made by
you, Mr. Chairman, Senator Packwood, and Senator Domenici as a
point of departure.

First, I think the point has been abundantly and properly made
that what we are necessarily compelled to examine is who most
needs child care. It is the working poor. That being true and given
the constraints placed upon us by our efforts to reduce the deficit,
the one question asked by you, Mr. Chairman, of Senator Dodd I
think is a question that clearly must be asked of all child care pro-
posals before the Congress: What will it cost?

In the context of that question and the focus of your committee
as well as Senator Domenici's on meeting the Gramm-Rudman-Hol-
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lings deficit target levels, it is absolutely essential that we be as
honest when we speak to Governors, when we speak to parents
about what it is that they can expect from the Congress as we at-
tempt to provide them the assistance of a new child care program.

Let's focus for a moment on the question of the wisdom of a na-
tional standard. I think that the bill that I heard Senator Pack-
wood describe sounds very similar to legislation that Senator Do-
menici is proposing, very similar to the bill that I am here this
morning to explain. It's a bill that I introduced in the last session
of the Congress. In the 101st Congress it is S. 55.

My legislation differs principally from the Domenici bill in that
it does not provide for a tax credit for those who choose to stay
home rather than work. This is once again simply a function of the
reality of the financial crisis with which that we are required to
deal in reconciling the absolute need for a new program and the
kind of quality child care upon which we all insist.

Now, with regard to national standards-this chart that I have
prepared for you is a pointed illustration of what would happen if a
national standard were required, as it is under the Act for 2.tter
Child Care, and if we went to the highest State standard in te ms
of the ratio required for the care of 5-year-olds.

I might point out that this chart makes rather clear that in dif-
ferent States the ratio varies enormously. If you took the most
stringent State standard that provided presently in the State of
New York as the national standard to which all the States must
rise, then you would have a situation in which all the other States
would have to change their existing standard. You would find that
those States that are outlined in green, those on the Pacific coast,
those in the upper Midwest, Pennsylvania, Virginia, Maryland,
would have to increase their costs about $400 per child per year.

Senator MOYNIHAN [presiding]. Senator, could I just ask, so as to
be clear, are we to understand that all States now have standards?

Senator WILSON. Yes. All States have standards with the notable
exception of Iowa and New Jersey, which currently does not regu-
late child-staff ratios for 5-year-olds.

Senator MOYNIHAN. Thank you.
Senator WILSON. Those that are in purple, which are the Rocky

Mountain States, the Southern States, and the Central Midwestern
States, along with the States of New Hampshire and Massachu-
setts-and I noted with interest Senator Kennedy's speaking with
pride of the standard in Massachusetts-they would be required to
increase the cost of care by $800 per child per year in order to meet
the New York standard.

Now, Senator Moyniban, I think that as knowledgeable as you
are about the great ethnic and cultural diversity of this great
Nation, it comes as no shock to you that there are in my home
State, new Californians, those who weren't there 10, 15, 20 years
ago, people who came literally from Asia without a written lan-
guage. They obviously do not present the same need as other more
assimilated, if recent, arrivals. However, even among those States
thought to be more homogeneous, there is clearly a difference be-
tween they think to be an adequate ratio.

I think that on the point that Senator Packwood and you have
made with respect to how to constitutionally provide assistance to
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those explicitly religious child care organizations, the clear way to
accomplish this is through a tax credit.

What I have provided for in my legislation, cosponsored by Sena-
tor Cochran, is a choice for working poor parents between the ex-
isting dependent child care credit or a new refundable children's
tax credit for those who earn less than $16,000. This is different
from the Bush proposal, which is a proportionate proposal. Ours
would afford, I think, a much more realistic and fair child care sub-
sidy to the working poor. While it would not cover the complete
cost of child care, the KIDS bill would provide assistance up to
$1,500, $750 per child.

The criticism that I think many of us have of the very good in-
tentions in the ABC bill-incidentally, I join with those who have
celebrated the obvious concern that has led Chris Dodd to spend
long hours and months in preparation of his legislation-is that
the approach of subsidizing slots is one which will reach only a tiny
fraction of the total universe of need.

Senator MOYNIHAN. Would you care to put a number on that,
given the fact that it's probably a very approximate number.

Senator WILSON. I would say that if we use that approach-and I
don't think we are being overly conservative or that we are being
unfair-then it would appear that you will reach about 7 percent
of the total universe of need. That is less than is required for the
State of California.

If we are talking about America as a whole, we're talking about
a very small fraction. It is true that this is the beginning, but I
think that reaches Senator Domenici's point once again. Costs will
grow.

As I point out this chart to you, this map, it is predicated upon
costs for child care workers that are rather modest salaries, maybe
$12,000. I would expect over time those costs will rise as those sala-
ries rise. I think Senator Domenici is correct in saying to the Gov-
ernors a word of caution. I think the word of caution is one that we
need heed if we are in fact to help in this situation rather than
creating expectations that we have distinctly underfunded.

Mr. Chairman, you and I are painfully aware of that fact. I have
cosponsored your legislation, S. 26, which is I think the kind of re-
sponsible action that is taken to make good on what would other-
wise be rank hypocrisy where we have legislated a drug bili that
could be very useful if fully funded, but last year we left it about
one-third funded.

I don't want to see us get into the same situation on child care
when there are practical alternatives such as allowing the States
and parents flexibility and discretion through a tax credit.

I am getting the hook from the distinguished Senator from Min-
nesota. I assume we're running out of time to vote. I would be
happy to come back.

[The prepared statement of Senator Wilson appears in the appen-
dix.]

Senator MOYNIHAN. We will be happy to hear when you come
back. May I say I think you've made a very compelling case here.

Will we get the tables with the data on which this map is based?
Senator WILSON. Yes. The map is based on Department of Labor

information.
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Senator MOYNIHAN. And can you provide that to the committee?
Senator WILSON. I would be happy to.
Senator MOYNIHAN. I see your associate there is nodding. We

would very much appreciate that.
[The material requested can be found in the appendix.]
Senator MOYNIHAN. I think, sir, in the interests of collegiality I

want to say to you, you should go and vote.
Senator WILSON. Thank you.
Senator MOYNIHAN. And thank you very much, Senator. Theft

was very compelling testimony.
[Recess.]
Senator MOYNIHAN. We will now hear a panel consisting of the

Honorable Jane Maroney, who is well and favorably known to this
committee for her work representing the National Conference of
State Legislatures on the Family Support Act which we enacted
last year; and the Honorable Herb Stout, who is the Commissioner
of the Wake County Human Services Department, and is here rep-
resenting the National Association of Counties. He is a Commis-
sioner from Raleigh, NC, of course. Mr. Stout, we welcome you, sir.

Ms. Maroney, if you would just proceed. I will be disappearing
suddenly and our chairman, Senator Bentsen, and others will be
reappearing.

STATEMENT OF HON. JANE MARONEY, DELAWARE STATE REP-
RESENTATIVE AND CHAIR, DELAWARE HOUSE COMMITTEE ON
HUMAN RESOURCES, CHILDREN, AND AGING, TESTIFYING ON
BEHALF OF THE NATIONAL CONFERENCE OF STATE LEGISLA-
TURES, WILMINGTON, DE
Ms. MARONEY. Thank you very much, Senator Moynihan. It is a

very great pleasure for me to be invited to return to room 215.
Senator MOYNIHAN. It is very nice to have you back.
MS. MARONEY. Thank you so very much. It is a pleasure to be

with so many august confreres in the issue of child care. Child care
is an issue that is very, very special to me, providing the welfare
for our Nation's children, especially those at risk.

The problem before us today is one that States have struggled
with for some time: how can we best provide affordable, available,
quality child care in these times of limited fiscal resources among
all levels of government?

I chair the House Committee in Delaware on Human Resources,
Children and Aging, but it is on behalf of the National Conferences
of State Legislatures that I appear before you today. And if there is
one word-if I'm cut off-the green light is on and I hope that I
can finish before I hit the red--

Senator MOYNIHAN. No, the green light says go ahead.
Ms. MARONEY. Thank you.
If there is one word that I'd like to leave with the committee,

Senator Moynihan, it is the word of leadership. We have been grap-
pling with this issue for at least 5 years in Delaware, and with the
Federal government not taking a very prominent lead role in the
debate and the discussion. I mean the debate has been ongoing, but
clearly that's the product that I hope will come from these hear-
ings and the ultimate work of the Congress itself.
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The availability of affordable quality child care is an issue that
most State legislators have been grappling with for some time. In
Delaware, I have actively sought to remedy this problem. In 1985 I
initiated and served as Chair of the Delaware Commission on Work
and Family that recommended several innovations in child care,
and I have some copies of that report and executive summary.

Senator MOYNIHAN. We will make that part of the record.
[The report appears in the appendix.]
Ms. MARONEY. Thank you, sir.
I also continue to sponsor and advocate child care legislation

and, in addition, I serve as a member of a very interesting national
panel addressing the issues through the National Child Care
Action Campaign which has just issued its first Trends report ad-
dressed to Secretary Dole.

I would to, if your committee staffs do not have copies of this
Trends report, I'd like to make it a part of the record.

Senator MOYNIHAN. Without objection, so ordered. Yes, we'd like
to have that.

[The report appears in the appendix.]
Ms. MARONEY. And I hope, in addition, to meet with Senator

Dole's, it's hard to get those separate sometimes, Secretary Dole's
staff this afternoon.

Senator MOYNIHAN. It's sometimes hard to tell them apart. We
have the same problem.

Ms. MARONEY. The NCSL deliberated for nearly 2 years to adopt,
by consensus, its own child care policy using examples of successful
programs in the States. We believe that Federal action must sup-
plement State efforts.

We further believe that Congress should construct a comprehen-
sive approach to caring for our Nation's children. A comprehensive
Federal child care program would include a mixture of tax credits
for low-income families, grants to States for programmatic initia-
tives to ensure available, affordable quality care and expansions of
key existing programs.

.Congress should expand the Dependent and* Child Care Tax
Credit and make it refundable for low-income families. A refund-
able Dependent Care Tax Credit as suggested by President Bush,
yourself, Senator Moynihan, and Senator Packwood, Senator Gore,
and Representative Downey, targeted to low-income families, would
increase the amount of money that working poor families have to
spend on their child care expenses and allow families with mini-
mal, if any, Federal income taxes to take advantage of that credit.

In th- Family Support Act, as you well know, States are required
to meet the child care needs of those on public assistance who par-
ticipate in the Jobs Program and for the year. of their transition
into the working world.

We should make working just as feasible by helping working
poor parents who incur child care expenses in order to work meet
those expenses. This is especially critical for single mothers who
are unable to achieve economic self-sufficiency if there is no one to
care for their children.

A tax credit alone at any level of government is not sufficient for
a comprehensive child care program. A Federal program that con-
sists of only a tax credit assumes that poor families have access to
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affordable, quality child care. Unfortunately, this is not the case, as
you well know. But this is where the States and State legislators,
in partnership with the Federal government, play a very crucial
role. A comprehensive child care program must include significant
programmatic assistance. Legislation like S. 412 that assists both
parents' ability to pay and their need to find affordable, quality
child care is necessary.

Increasing the funding for the Social Services Block Grant by
$400 million, as proposed in your bill, is a step in the right direc-
tion. NCSL supports this increase in Title XX, but prefers that the
increase not be earmarked for child care. We in Delaware spend
about 30 percent of our Title XX on child care or on children's ini-
tiatives.

Senator MOYNIHAN. IS that about average throughout the
Nation?

Ms. MARONEY. I'm not certain. Secretary Hayward from Dela-
ware of the Children's Department is going to speak for APWA in
the next panel and I think that that may be a question, those fig-
ures that he has.

Senator MOYNIHAN. It would be interesting to know.
Ms. MARONEY. But we clearly feel-we have a Children's Depart-

ment, but we separate Title XX money and give some of it for child
care to the KIDS Department and then the rest to the aging.

Senator MOYNIHAN. We would love to have that data.
Ms. MARONEY. I see the red light is already on, Senator Bentsen.
The CHAIRMAN. Have both of you testified?
Ms. MARONEY. I'm the first of the two on the panel. I'm Jane

Maroney, Senator Bentsen, from Delaware, .representing the Na-
tional Conference of State Legislatures. My testimony is a matter
of record and has been on record.

The CHAIRMAN. We'll take it in its entirety for the record.
Ms. MARONEY. May I be allowed to wind up with just a few talk-

ing points that I think are important?
The CHAIRMAN. If you can do it in about a minute and a half,

we'll do it.
Ms. MARONEY. Oh, I hope to do it in less than that, Senator.
Also, the NCSL has just published a book called Child Care and

Early Childhood Education Policy, and a copy is in each of your of-
fices.

My final point, and I have had some interesting opportunity to
talk with Senator Moyniban about some of his legislation, but the
points that I'd like to leave you with are the very critical issue of
leadership that I believe the Congress of the United States must
take on this issue. It is interesting to me that no Governor is here
this morning to speak to the issue.

I think that Congress will address, will put Governors on notice
that they think this is a very, very vital policy that we must pay
closer ,ttent-ion to, and I think that we often tend to look at the
F rivate sectoyi as being the more important one to focus on in devel-
oping ernplcyee relations and employee benefits, but I think that
your initia6-ives here in Washington will go a long way towards
serving notice.

But clearly, as all the predecessors in this testimony this morn-
ing had said affordability, quality. And one final issue is that we
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feel States are in the best position, Senator Bentsen, to establish
those standards. We in Delaware took more than two 2 arguing,
pleading, cajoling, to get our standards established. We couldn't
ever get them through the legislature, but through the administra-
tive process we do have those regulations in place that meet the
needs of the rural poor and those providers in that community as
well as the inner city. So we do plead on behalf of NCSL to allow
States to establish those standards.

[The prepared statement of Ms. Jane Maroney appears in the ap-
pendix.]

The CHAIRMAN. I have not had the benefit of hearing what you
had to say previously. Are you opposing minimal standards on the
part of the Federal government? Are you saying that that should
be solely the jurisdiction of the State?

Ms. MARONEY. Senator Bentsen, the position that the National
Conference of State Legislatures has taken is that when Federal
mandates are put upon us, we already have a tremendous burden,
as you know, from the Family Support Act, how we will deal with
spreading those monies around for subsidies, adding more slots-is
a tremendous problem.

We feel that the best place to have standards established is
within our own jurisdiction.

The CHAIRMAN. So you're saying there should not be even mini-
mal Federal standards. Is that what you're saying to me?

Ms. MARONEY. I so want a good comprehensive child care bill, I
will not argue personally. I'm Jane Maroney from Delaware now,
not National Conference of State Legislatures. Those are 7,400
other individuals. And I am here to quote and stand behind the
policies that we have agreed upon.

The CHAIRMAN. Thank you very much.
Ms. MARONEY. Personally I would deal with minimal standards

very happily because Delaware has already more than achieved
that level.

The CHAIRMAN. Thank you, Jane Maroney from Delaware. We
appreciate that.

Senator Roth.

OPENING STATEMENT OF HON. WILLIAM V. ROTH, JR., A U.S.
SENATOR FROM DELAWARE

Senator ROTH. First of all, I want to apologize for not being here
when Jane Maroney started her testimony, Mr. Chairman. I do
have an opening statement. I want to congratulate you for holding
these hearings. I do have some legislation which I will be reintro-
ducing, and I hope that as a result of action here today and tomor-
row that we come up with a positive answer to this most important
problem.

In the meantime, Mr. Chairman, it is a great delight for me to
have two Delawareans here to talk about child care. Mr. Charles
Hayward, Secretary of the Delaware I)epartment of Services for
Children, Youth and their Families is here on behalf of the Ameri-
can Public Welfare Association; and Jane Maroney is nationally
recognized for her perception and leadership in these kinds of mat-
ters. And I just want to welcome both of them for being here.
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The CHAIRMAN. Thank you, Senator.
[The prepared statement of Senator Roth appears in the appen-

dix.]
The CHAIRMAN. Our next witness is the Honorable Herb Stout,

who is the Commissioner of Wake County and the Vice Chair of
the National Association of Counties Human Services Steering
Committee, from Raleigh, North Carolina.

Mr. Stout, we are pleased to have you.

STATEMENT OF HON. HERB STOUT. COMMISSIONER, WAKE
COUNTY, RALEIGH, NC, AND VICE CHAIR, NATIONAL ASSOCIA-
TION OF COUNTIES HUMAN SERVICES STEERING COMMITTEE,
TESTIFYING ON BEHALF OF THE NATIONAL ASSOCIATION OF
COUNTIES
Mr. STOUT. Thank you, Mr. Chairman.
We appreciate the opportunity to testify on this very important

issue today. I will say that I'm very impressed with the testimony
that's been given so far and the remarks of the members. I think
you're very conversant in this issue, very educated, and I think
perhaps more so than I. So I will simply stick to the opinions on
these various issues of the National Association of Counties.

The CHAIRMAN. I must say such modesty is unusual and appreci-
ated. [Laughter.]

Mr. STOUT. Well, we don't always do it that way back home, Mr.
Chairman, but certainly will do it here. I am very impressed.

I would like to give you NACO's view on two predominant ap-
proaches to child care: tax credits and direct Federal resources. I
would also like to talk briefly about my home county's efforts in
child care. NACO supports increased Federal resources for child
care. We support a mix of tax credits and direct Federal resources.
Both approaches have merit. We would hope that neither approach
is pursued to the exclusion of the other.

I would like to first turn to the tax credit proposals by discussing
the Expanded Child Care Opportunities Act of 1989, introduced by
Senator Packwood and cosponsored by several of the members of
this committee. We support the provision to make the existing de-
pendent child care credit refundable and expand the credit for low-
income families. A refundable credit would give low-income fami-
lies greater freedom of choice in child care arrangements and, like
a negative tax income, increase their income.

This approach is an administratively efficient means of targeting
resources to lower income families and complements the successful
efforts this committee undertook last year when it included transi-
tional child care and welfare reform. We are encouraged that the
provision seems to have bipartisan support, including the Presi-
dent's. To help finance a child care package, we would support a
phaseout of the tax credit at upper income levels.

Another tax credit proposal that we have reviewed is President
Bush's child tax credit, giving very low-income families up to
$1,000 per child under four. As a way of putting more income into
the hands of working poor people, it is a step in the right direction.
We do not consider it a child care provision. The credit could be
used for many other important pressing needs such as food, cloth-
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ing and shelter. We believe it would be a mistake to construe this
proposal as one that meets child care needs.

Tax credits are not a substitute for direct funding. A balanced
approach to Federal child care initiatives should also include
grants. We support an increase in the Head Start Program which
clearly is one of the most effective Federal programs in existence.

We also support an increase in the Social Services Block Grant;
however, we cannot support an earmark of new funding for child
care as proposed by S. 412. Counties rely upon this funding for a
variety of competing social needs. A Title XX earmark would
hamper local government's ability to make the tough choices on
meeting its community needs.

While we believe that the block grant should be increased, we
would urge you to not view it as the primary means of addressing
child care.

The ABC bill, as passed by the Senate Labor and Human Re-
sources Committee last month, has improved greatly compared to
last year's bill. Provisions were added recognizing the importance
of local governments in coordinating and providing some of the
child care. A higher percentage of funding is available to States to
increase supply and improve the quality of care. However, we are
concerned about the imposition of a number of new State man-
dates, including Federal minimum standards.

Our position opposing Federal minimum standards is one that
many of us in NACO agonize over. As elected officials, county com-
missioners are there to serve the public. For many of us, our pri-
mary motivation for holding office is to protect and represent the
interests of those constituents who are disadvantaged. We are just
as concerned about the health and safety of children as anyone
else.

But we also face the hard reality of complying with unfunded or
underfunded Federal mandates. We make the tough choice of
either increasing local revenues to comply with the mandate or re-
ducing other services to pay for it. Many national goals are com-
mendable, but they create additional burdens at the State and local
levels.

Many of us are striving to meet environmental protection man-
dates, including clean air, water and solid waste disposal. We work
to comply with many of the transportation mandates, and in
human services we struggle to meet the quality control require-
ments of the AFDC program.

So mandates are not new, nor is our experience that they are not
fully funded. This past experience, combined with the reality that
today's Federal budget deficit limits funding available for new ini-
tiatives causes us a great deal of concern when new Federal stand-
ards are considered regardless of the issue.

We also look at new Federal initiatives in the context of the shift
in financial responsibilities during the 1980s. State and local gov-
ernments have taken more than their fair share of cuts to reduce
the Federal budget. According to the Congressional Research Serv-
ice, Federal grants to State and local governments have decreased
in real terms by 47 percent since 1980.

When Federal grants are singled out as a percent of total county
budgets, the drop is even more dramatic. In 1980, Federal grants
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were 9.1 percent of county budgets. In 1986, excluding general reve-
nue sharing, counties only received 2.5 percent of their budgets
from Federal government, a 73 percent drop.

We have responded to Federal standards and decreased Federal
dollars by raising local revenues. The Advisory Commission on
Intergovernmental Relations estimates that local governments
have increased their own revenues by over 60 percent between '81
and '87, including all other Federal revenue sources. Local govern-
ments raised nearly $464 billion in 1987.

Mr. Chairman, I am going to depart from my prepared remarks
at that point and just make a couple of observations about what we
find locally. First of all, the facts and figures that I have from
North Carolina are derived from this report prepared by the North
Carolina Child Advocacy Institute. They have done a detailed study
of child care in North Carolina, so we have a good handle on where
we are.

The second point that I would make is to follow up on your earli-
er question about the Federal mandates. We don't oppose Federal
mandates in the National Association of Counties. I think that
needs to be clear. We oppose Federal mandates that are not funded
fully.

I think there is an important distinction there, and I don't even
want to equivocate on that issue. I think the standards that have
been proposed in ABC are laudable and I think that we do need
minimum standards.

The CHAIRMAN. You think they are what?
Mr. STOUT. Laudable. Commendable.
The CHAIRMAN. It was just a matter of hearing, not understand-

ing.
Mr. STOUT. Well, my daughter is deaf, Mr. Chairman, and she

says that some don't hear and some don't listen, and she puts me
in the category of don't listen. The older I get, I keep telling her I
now have an excuse.

The manner of national standards is something that we need to
consider and I certainly think a point at which we can all agree.
But it is the matter of our past experience with national standards
being either not funded or underfunded. It becomes a matter of"easy for you to say, very tough for us to do."

Therefore, we would urge you to consider it in a different con-
text. We have proposed in my remarks a matter of incentives
rather than penalties in the area of national standards, and we
would welcome an incentive program that is coupled to national
standards, to work with States and counties in a partnership that
was mentioned earlier.

I will leave you with one more point. You understand, of course,
quite well that when we are dealing with the people, it's a matter
of 20 feet away instead of at some long distance, and our people
feel quite free to call us on the phone with their particular prob-
lems. We have single parents that call us and talk about the wait-
ing list for child care. The facts in here show that while we have
over 600 children that we are serving, there are over 700 on the
waiting list.

These parents call us and they tell us about the dilemma that
they're in. And we really do want to work with the Federal govern-
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ment an' 'ur State governments to work out a partnership to solve
this pri. It is a huge national crisis and one that we must ad-
dress.

Thank you.
[The prepared statement of Mr. Stout appears in the appendix.]
The CHAIRMAN. Thank you, Mr. Stout. We are very pleased ap-

preciative of that. And I understand how both of you are on the
firing line, in very close relationship to these concerns.

Are there questions of either of the witnesses?
Thank you very much.
Ms. MARONEY. Senator Bentsen, if I may be allowed to include as

a matter of record that NCSL is against any federally mandated
standards and we take the same position that Mr. Stout has enun-
ciated here; that we have discussed model standards or guidelines
at a middle ground as part of an incentive block grant approach. I
think that has to be my definitive statement about minimum
standards.

Senator PACKWOOD. I do have a quick question. I came in at the
end.

Ms. Maroney, are you saying the National Conference of State
Legislatures is opposed to mandated standards, in contrast to Mr.
Stout who is saying we're opposed to them unless they are funded?
Is your opposition unequivocal and his is depending on funding?

Ms. MARONEY. Well, it really as a matter of policy has been so
thoroughly debated, Senator Packwood, that I would say it is un-
equivocal, but those of us who really want to build so desperately
that we'll negotiate.

Senator PACKWOOD. And, Mr. Stout, yours is dependent upon
funding?

Mr. STOUT. Yes, Mr. Packwood. And I think you need to note
that that's progress amongst our organization. I think that we are
being more flexible there than perhaps we have been in the past,
and I might recommend that to my colleagues in the State legisla-
tures. I think we're trying to work with you on that point.

The CHAIRMAN. Thank you very much.
MS. MARONEY. May I make this a matter of record?
The CHAIRMAN. Yes, of course. As I stated earlier, your state-

ment will be taken in its entirety for the record.
MS. MARONEY. Thank you.
The CHAIRMAN. We are very pleased to have Senator Dan Coats

here to testify. He has a deep interest in the issue that's before us.
We appreciate your courtesy in deferring to the panel while the
vote was undertaken.

If you would proceed.

STATEMENT OF HON. DAN COATS, A U.S. SENATOR FROM
INDIANA

Senator COATS. Thank you, Mr. Chairman. I have submitted a
statement for the record and I won't attempt to read that.

The CHAIRMAN. That will be taken in its entirety.
Senator COATS. I think most Members of the Senate and House of

Representatives included, share the goal of providing child care as-
sistance. It comes down to a choice between which alternative we
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are going to pursue. The ABC bill takes one approach and there
are a host of others, including my own bill that takes a different
approach.

I am sure the panel has had outlined before it the reasons why
those of us that prefer the second approach think the ABC bill is
limited and flawed in its approach to providing child care. Our
Labor and Human Resources Committee issued a minority report
in which we outlined six basic reasons why we thought ABC limit-
ed the availability of child care options, was restrictive, and there-
fore didn't really address the need that we see.

The bill that I have introduced, and I have also endorsed Senator
Domenici's bill, is based on principles which a number of us out-
lined last year and the year before as part of an effort to develop
an alternative to ABC. I was part of a Child Care Task Force in the
House of Representatives, and we said rather than just manipulate
the numbers and see what we can afford and adjust this and that,
let's define certain underlying principles that we think ought to
form the basis of child care legislation and then develop a proposal
based on those principle.

The principles that we enumerated were, first, that we ought to
do what is possible to expand the choice that parents have in terms
of child care options. Our diverse work force today, with mothers
working part time, with people coming in and out of the work
force, demands I think, flexibility in terms of the kinds of choices
that we present to parents. And clearly most parents have chosen a
wide variety of options, ranging from Grandma, to neighbor, to
family neighborhood care, to church care, to institutional care and
other arrangements in between.

That has been the choice of the majority of parents, and I think
for good reason because it provides them maximum flexibility. And
who is in a better position to really make the decision over which
entity or group or person will care for the child than the parent
himself? I think that's where the responsibility ought to ultimately
lie, and I think that's where, when push comes to shove, the real
accountability will rest.

Secondly, we wanted to target, recognizing the limited amount of
Federal and State resources available to provide child care options.
We thought it appropriate to target the assistance to the extent
possible to those that really needed assistance. Many middle and
upper-level income families have a choice of whether or not to stay
home or work. That's their choice and we certainly don't want to
do anything to deny that. Many in the lower or low-middle income
categories have no choice except to go onto the welfare rolls.

For that mother who is the head of household with children at
home, her choice ten is to turn to welfare for assistance or to try
to get into the work force and provide not only income for the
family, but an example for her children.

We felt that on the ABC approach, which essentially fosters a
child care system which used primarily by middle and upper-
income families, would continue to direct funds away from those
that needed the assistance the most. And so the principle that we
developed was a principle of targeting.

Now, in my bill I went to the extent of actually capping the ex-
isting tax credit at $25,000 and redirecting those funds down into
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lowei,-income, lower-middle income levels. It targets money where
it is needed the most, and it directs the Federal effort where it
ought to be directed-helping those who need the help, providing
the funds to those that really need the assistance.

Thirdly, we wanted to establish the principle that we here in
Washington, we at the Federal government level, should not be the
ones determining the best provider of child care. Many mothers, at
considerable financial sacrifice, make the choice in those critical
early years to raise the children themselves or to provide for flexi-
ble arrangements. We did not want to discriminate against families
that chose that option, because many child care experts had come
before the Select Committee on Children, Youth and Families and
said that nothing, in most instances, can substitute for a mother's
care. And to the extent that we can foster that, we ought to do it.
And so we came up with the principle of nondiscrimination and,
hence, the tax credit approach on a refundable basis.

Finally, we incorporated the principle that as the work force
begins to shrink and as pressure mounts on employers to expand
benefits to attract workers, that there ought to be an incentive for
the corporate sector to participate in the provision of child care.
Therefore, we proposed incentives to corporations who assist in pro-
viding child care assistance, develop onsite care centers, provide re-
ferrals, and pay the freight for some of their employees.

The Coats bill attempts to incorporate these principles. The Do-
menici-Wallop bill also incorporates many of these principles.

My final point is, I think it's important that the Senate have
before it those two options; that since there is a general consensus
about the need to provide child care assistance, we should not be
limited to the ABC bill as an approach. We ought to have before us
two alternatives based on two different principles upon which we
can debate, evaluate, and make our final determination.

I think that is the best policy. It's the best way to proceed. Only
this committee can report out the tax credit approach which incor-
porates what I think should be the underlying principles.

I want to thank you, Mr. Chairman, and members of the commit-
tee for the opportunity to present my case for you today.

[The prepared statement of Senator Dan Coats appears in the ap-
pendix.]

The CHAIRMAN. Well, you've done a good job of presenting your
point of view.

Are there questions of the Senator?
Senator MOYNIHAN. Just to reinforce your statement, it was a

very persuasive statement. Do I gather, Senator, that you were on
the Select Committee on the House side?

Senator COATS. Yes. I was on it from its inception and served as
ranking member.

Senator MOYNIHAN. If I may say, it shows-very much to your
advantage.

The CHAIRMAN. I must say I am also pleased to see him on the
National Commission on Children, making a contribution there.

Senator ROCKEFELLER. Mr. Chairman, that was going to be my
point, that the Senator is a valued member of the Commission on
Children, and his expertise will show.

The CHAIRMAN. Thank you very much, Senator.

20-453 0 - 89 - 2
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Our next panel is made up of Mr. Raymond Scheppach, the Exec-
utive Director of the National Governors' Association; and Mr.
Charles Hayward, Secretary of the Delaware Department of Serv-
ices for Children, Youth and Their Families, representing the
American Public Welfare Association.

If those two witnesses would please come forward.
Mr. Scheppach, there have been a number of comments concern-

ing the views of Governors. We are delighted to have someone in
authority speak to that. If you would proceed.

STATEMENT OF RAYMOND C. SCHEPPACH, EXECUTIVE DIREC-
TOR, NATIONAL GOVERNORS' ASSOCIATION, WASHINGTON, DC
Mr. SCHEPPACH. Thank you, Mr. Chairman.
I appreciate the opportunity to appear before you today to dis-

cuss the Governors' views in developing effective child care legisla-
tion. I would like to submit my full statement for the record and
summarize it briefly.

The CHAIRMAN. It will be taken for the record.
Mr. SCHEPPACH. The Governors believe that a national child care

policy must support parents in their primary role of nurturing and
caring for children. It should enable a family to choose the child
care options, whether it be home or center-based, that best meets
the individual needs of the family.

Quality child care is linked not only to the Nation's investment
in a competitive work force for the future, but also to the produc-
tivity of its current work force.

In terms of an overall approach, the Governors believe that the
Federal child care legislation must strike a balance between a tax
credit and a grant program if it is to comprehensively address the
issue of supply, quality and affordability. While a tax credit will
help families pay for child care, a grant program will help States
improve the quality, affordability and supply of that care.

The Governors believe that tax credits to help offset the costs of
child care should be targeted to help low-income families maintain
their economic independence. The Governors further believe that
the Dependent Care Tax Credit should be retargeted by making the
credit refundable and increasing its monetary value. We applaud
the bill before the committee by Senators Packwood and Moynihan,
which essentially makes these changes.

Further, the Governors believe that consideration should be
given to the new Childrens Tax Credit included in the Bush propos-
al. However, the Governors believe that priority should be given to
making the Dependent Care Tax Credit refundable, to help work-
ing mothers and welfare recipients who are trying to become eco-
nomically self-sufficient.

In addition to a Child Care Tax Credit, the Governors believe
that a grant program is critical to addressing the issue of quality,
affordability and supply. The Governors support a grant program
that will give States the flexibility they need to improve and
expand quality child care programs.

A flexible grant program will allow Governors to build upon
their existing child care systems, identify priority needs, and work
to address them. It would also give States the flexibility to continue
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to experiment with innovative ways to provide child care. This
flexibility will ensure more efficient targeting and use of resources.

While the Governors like the flexibility for States outlined in the
Packwood-Moynihan grant program, they are concerned that it
may direct a disproportionate share of the resources to the tax
credit rather than to building a child care infrastructure in each
State.

The quality and regulation of child care has been and should
remain a State responsibility. Many States have enacted or upgrad-
ed child care standards in licensing procedures. Last year Arkan-
sas, Colorado, Delaware, and New Mexico adopted annual training
requirements for child care providers. Other States, including Ari-
zona, Illinois, Minnesota, North Carolina, and New Jersey im-
proved their regulatory systems by creating new categories for cov-
erage of child care services.

The Federal Government should support but not supplant these
State initiatives. However, not all States have the resources to es-
tablish and enforce optimal child care standards. The Federal gov-
ernment should work with States to improve the quality of child
care. The Governors propose that the Federal government provide
incentive grants to States to help improve the child care standards.

Only with a national commitment to child care, including an in-
vestment from Federal, State and local levels and the private
sector, will progress be made. From the Governors' perspective, in-
vestment in children is the single most important effort we can
make to ensure our Nation's future economic stability.

We would like to work with this committee, as well as Senator
Dodd on the ABC bill, to craft a final comprehensive bill, without
Federal standards, but one which combines a grant in a tax credit
approach. We look forward to working with this committee to
devise that bill.

Thank you.
[The prepared statement of Mr. Scheppach appears in the appen-

dix.]
The CHAIRMAN. Thank you very much, Mr. Scheppach.
Mr. Hayward, we are pleased to have you, and if you would pro-

ceed with your testimony.

STATEMENT OF CHARLES E. HAYWARD, SECRETARY, DELAWARE
DEPARTMENT OF SERVICES FOR CHILDREN, YOUTH AND
THEIR FAMILIES; TESTIFYING ON BEHALF OF THE AMERICAN
PUBLIC WELFARE ASSOCIATION, WILMINGTON, DE
Mr. HAYWARD. Thank you very much, Senator. I have also sub-

mitted testimony so I will summarize.
The CHAIRMAN. That will be taken for the record.
Mr. HAYWARD. Over the past several years, there have been

dozens, literally dozens of hearings on child care. This is evidence
of the fact that child care has really become a national issue, a na-
tional problem. But I think because of the issues that have been
addressed here, it is now time to take action. We must do some-
thing about child care.

The number of American families lacking affordable quality
child care continues to grow dramatically. The changing demo-
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graphics of the workplace has created an increasing need for child
care across the country.

Just a few quick examples to highlight what is happening in two
States. These situations are, in varying degrees, happening all
across the country. In 1986, Tennessee had 961,000 women em-
ployed in the State; 490,000, or 51 percent, had children aged 6
years of age or under; and another 185,000 children between 5 and
9 years of age. Yet Tennessee has just 2,216 licensed child care fa-
cilities to serve over 10,800 children. In practical terms, that means
that for every one space available in preschool day care programs,
there are about five children who need care.

In Delaware in 1987, there was an estimated shortage of between
18,000 and 23,000 full and part-day day care programs. There are
many other statistics which are available and which have been laid
out in my testimony, so I will not repeat them.

The fact is that child care is the very foundation for self-suffi-
ciency. It is a prerequisite for a single parent who wishes to work,
and it is critical in providing an enriched environment for children
before they begin school and as a supplement to the regular school
day. This enrichment is especially important for children whose
families are economically disadvantaged, who are in single family
households, or who are isolated from the broader community due to
their economic standards.

In 1987, APWA called for welfare reform through an investment
in poor families and their children. We outlined our plan and we
are happy to say much of it was included in the final legislation.
Our program entitled "One Child in Four," referred to the percent-
age of America's children born in poverty.

A cornerstone of our policy called for increased access and avail-
ability of affordable day care to meet the developmental needs of
children and assist families working towards self-sufficiency. Many
of the programs, as I stated earlier, have come about as a part of
the Family Support Act. We commend Congress for its hard work
and tenacity in enacting this legislation that seeks to reduce pover-
ty among children and their families by promoting self-sufficiency.

The legislation is significant for many reasons. Guaranteeing
child care for AFDC recipients while they participate in the Jobs
Opportunity and Basic Skills Training Program, and for the addi-
tional 12 months while transitioning into the world of work is truly
historic. For the first time, Congress, the administration and this
Nation recognize the critical link between work and child care.

For single parents, this link has become a necessity for economic
survival. Yet, as States begin to implement the Family Support
Act, they are very concerned about being able to meet what will be
a tremendous demand for day care. Although the legislation re-
quires that States guarantee child care to all AFDC-eligible recipi-
ents, it does not provide funding to increase the supply or improve
the quality of existing day care.

If States cannot provide child care, AFDC recipients cannot par-
ticipate in the Jobs program. This would mean that as human serv-
ices administrators, we would not be able to fulfill our mandate or
the aim of the Family Support Act to help families break the cycle
of poverty by offering choices to achieve economic self-sufficiency
through job training and educational opportunities.
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We believe that without the ability to prod the market to create
-new slots for day care, that we as a nation may miss our opportuni-
ty break the cycle of dependency for many eager and deserving
Americans.

This is why, Mr. Chairman, I am here today to encourage you to
enact a comprehensive child care bill that would increase the
supply, improve the quality, and provide affordable child care in
communities all across the Nation. A tax credit approach alone
will simply not address the fundamental crisis that faces States
today.

We also need to build a sound infrastructure that balances a va-
riety of child care needs and gives parents real choices in selecting
the type of care that best meets their individual situation.

Taking into account the need for the infrastructure, we must
also take a look at some other recent developments. What will the
impact be of the new minimum wage which has just been passed?
We will see day care providers making more money, but that will
again be passed on to those who use day care. And who will be af-
fected the most? The low-income.

The expanded Job Care Opportunities Act, S. 412, recommends a
number of commendable revisions to the existing Dependent Care
Tax Credit. First, by making the tax credit refundable, additional
working poor families would now qualify for a credit. Many were
previously unable to claim any credit because their tax liability
was too low.

Second, the new funding provision that would allow families to
receive the credit on a monthly basis through paychecks would put
money directly into the hands of families to purchase child care.

Third, families would receive more money through an increase in
the credit to help offset the cost of child care.

Let me just make one or two closing statements.
The CHAIRMAN. All right. If you would summarize, Mr. Hayward,

please.
Mr. HAYWARD. There has been much discussion about the ABC

bill and I think that maybe I've been looking at a different bill, but
I think that many of the criticisms which relate to ABC are not
valid. The bill does give States a chance to look at what it is they
need in their particular States to address their needs.

We at APWA agree that we should have some incentives for
those States who are not up to present standard, and would hope
that any bill which is passed on child care would have a combina-
tion of a tax incentive targeted for the low-income, along with
many of the approaches that are outlined in the ABC bill to effect
quality and affordability.

Thank you.
[The prepared statement of Mr. Hayward appears in the appen-

dix.]
The CHAIRMAN. Mr. Scheppach, I notice in your comments you

speak in favor of the Packwood-Moynihan approach with a tax
credit, but you seem to feel it tilts too far in that direction rather
than doing enough for the infrastructure of child care within the
State.

Now, look at the realities of what we are faced with here in this
committee. We are talking about possibly having a very limited
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amount of funds to allocate for child care. It's too early to know
whether we'll even have as much as $1 billion. And we listened to
a description of the ABC bill, and it will cost something in excess of
$2 billion. Others are talking of $2 to $2 / billion.

If you had a billion dollars for child care, how would you spend
it? Would you do it by increasing Title XX funding? Would you do
it through the tax credit? Would you do it through a new discre-
tionary program?

Sitting here in our position, what would you do?
Mr. SCHEPPACH. Let me say first that the policy the Governors

adopted talks about a balanced approach. And I think that I need
to probably get further clarification from them before I say that
this is essentially their policy.

But my own sense is that you need to be talking about a mini-
mum of 35 to 40 percent in the grant and the tax credit side of it.
The Packwood-Moynihan bill talked about, a total of about $3 bil-
lion, of which $2.6 billion was on the tax side and $400 million was
on the grant side. That seems to be too little for the grant program.

We are particularly concerned that we are in fact going to get
some Federal standards that we oppose--

The CHAIRMAN. Let's say we are talking about a billion.
Mr. SCHEPPACH. My own personal feeling again is that a 50-50,

60-40 kind of distribution might well make some sense.
The CHAIRMAN. Well, to some people, balance can be tilt. You

said 50-50 and then you said 60-40.
Mr. SCHEPPACH. I think within those ranges, the Governors

would find that acceptable, but I would prefer to get back to the
Governors to get you more specific information on that, Mr. Chair-
man.

The CHAIRMAN. When you said 60-40, are you saying tilt it
either way?

Mr. SCHEPPACH. Either way. Once you get in that range, it's diffi-
cult for us to say. I also believe it depends to some extent whether
you combine the Bush proposal for the children's component in the
tax side of it.

The Governors' position is basically that they want the maxi-
mum amount for low-income recipients, and I think that leads you
toward the refundability of the current tax credit.

The CHAIRMAN. Are there further questions?
Senator DURENBERGER. Mr. Chairman?
The CHAIRMAN. Yes, Senator Durenberger.
Senator DURENBERGER. Thank you, Mr. Chairman.
Do either of you gentlemen have an estimate of the total dollar

need out there. I just want to follow up on the chairman's question.
He said we've got a billion dollars to spend. In this other commit-
tee I'm in, we passed out a bill that was $2.6 billion.

If we were going to do it all up right this year, what is the di-
mension of the problem or the opportunity?

Mr. HAYWARD. I think first of all, you have to define what you
mean when you say "do it up right." That's an issue that I don't
think has been determined. Are we really going to try to target
this program for the very low-income? If you take a look at some of
the tax bills, they touch some folks that maybe don't need the help.
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So I think you have to really define what "do it up right" means
and then go from there.

I would suggest from our deliberations in APWA, $2.5 billion- is a
figure that we ve tossed around, and I think that it is an amount of
money, were a bill passed, that could be workable. It may not meet
all of the problems that are out there, but I think that you can
work with that amount of money to begin to build up some of the
infrastructure, working with the private sector. I think this is an
area where the private sector can be extremely helpful. If we are
able to create more slots because of competition and allow the free
market to work its will.

Senator DURENBERGER. Let me ask the question somewhat differ-
ently. Do either of you have the figures readily available to you
that the Federal government is presently spending on child care
outside the home?

Mr. SCHEPPACH. What the Federal government is currently
spending?

Senator DURENBERGER. Right. How much Federal money this
year is going into child care.

Mr. SCHEPPACH. I think the Congressional Research Service has
done an analysis of that. My sense is it's in the $6 to $7 billion
range if you talk about both tax expenditures and grants.

Senator DURENBERGER. What does $1 billion added to $7 billion
accomplish?

Mr. SCHEPPACH. I think the two issues here are quality and af-
fordability. I think the tax credit does get at some of the affordabil-
ity issues.

Senator DURENBERGER. How many people get more affordable
child care for another $1 billion?

Mr. SCHEPPACH. Senator, I think that as in all tax expenditures,
you're trying to impact a fairly small group on the margin, and I
think that's true of this, as it's true of the Research and Technolo-
gy Tax Credit and so on.

I don't disagree that the need out there is substantial. I don't
think it's a supply problem as much as it is a quality problem.
We're trying to get a higher level of development for children and
it's very hard to put a price tag on that.

Senator DURENBERGER. I've just gotten used to, over the years,
the Governors coming in with fairly clear, concise-and I'm not
criticizing your statement-but speaking for the need out there,
we've come to rely more on the Governors than we have on our-
selves, I think, to articulate the need.

Frankly, I can't get a sense from your position statement what
the folks out in the trenches see the need to be and why we ought
to act. Your problem obviously is, you've got 535 estimates of both
the need and how to solve it around here, and yet you are the folks
out there that are actually right now trying to deal with these
problems.

Mr. SCHEPPACH. We could perhaps try to survey some States and
get you some information. But I think the Governors have been
constantly concerned about the Federal deficit and therefore have
been relutant to come up here and ask you for large sums of
money. _

The CHAIRN. Well, that's very interesting. [Laughter.]
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Forgive me, Senator, I apologize.
Senator DURENBERGER. No, I think I have finished.
The CHAIRMAN. You are in shock, too?
Senator CHAFEE. Mr. Chairman, I would like to put in a state-

ment if I might. I'm a sponsor of the ABC bill and I look on this
legislation, these efforts, as not a woman's issue, but a family issue,
and I want to commend you for holding these hearings.

I suspect when we get finished, that it will be some combination
of the ABC and the tax credit legislation. Certainly I am going to
do everything I can to be helpful in that and would ask that my
full statement be included in the record.

The CHAIRMAN. That will be done.
[The prepared statement of Senator Chafee appears in the appen-

dix.]
Senator PACKWOOD. Could I ask, Mr. Scheppach, would you ex-

press my appreciation to both Governor Clinton and Governor
Kean? They worked personally with me, their staff and the Gover-
nors with ours, in making some changes in our bill and adopting
some of the things they wanted, and I appreciate very much the
Governors' help.

Mr. SCHEPPACH. Thank you. I know they apologize for not being
able to be here, but they had scheduling conflicts.

The CHAIRMAN. Senator Moynihan.
Senator MOYNIHAN. Just to continue in that vein, to say to Mr.

Scheppach and Secretary Hayward, the two of you respectively rep-
resent the principal organizations who were with us in the welfare
legislation of last year. Without you, we wouldn't have enacted it
and we wouldn't be on to this next subject today. There are pre-
cious few like you, if I may say, and thanks to the Governors and
to the APWA.

I have one question which I just would like to know if you're
thinking about. When Secretary Hayward mentioned the wonder-
ful report, "One Child in Four," that you gave us about poverty in
this country, that 1 in 4 ratio happens also to be the illegitimacy
ratio. One child in four born today is born to an unmarried parent,
mother.

The range, Senator Packwood and I straddle it. The ratio is 20
percent in Oregon, 30 percent in New York. And that seems to
some persons at least the beginning problem with which we are
trying to deal here. Yet we hear very few comments about it. Is
there a public policy response to that problem or is that something
just beyond us, or are we have not even begun to think about it?

May I ask Secretary Hayward? You are most directly involved in
APWA.

Mr. HAYWARD. Well, obviously, the teen pregnancy issue, which
is where a lot of those one in four that you discussed come from, is
an issue which APWA is very actively working on. A number of
States have various types of projects going on to try to deal with
the teen pregnancy issue, anywhere from ad campaigns to dealing
directly with providing specifically day care for those very young
parents.

Senator MOYNIHAN. Day care for those parents.
Mr. HAYWARD. For the parents-or their children-but providing

other educational programs directly in concert with child care.
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Senator MOYNIHAN. That is certainly part of this problem. I
mean it's day care while you finish school.

Mr. HAYWARD. That's correct.
Senator MOYNIHAN. Thank you, Mr. Chairman. And thank the

Governors' Association and the APWA. We would not be on this
issue if you hadn't been with us last year on that issue.

The CHAIRMAN. Let me further state that I noticed when I said if
we had as much as a billion, that a number of people brightened
up, and I want to be sure they understand I said "if" we had as
much as a billion, and we have absolutely no assurance of that. We
have a really tough job to fill in trying to find the funds, whatever
they might be.

Thank you very much for your contribution. We appreciate it.
Our next panel consists of Mrs. Marian Wright Edelman, Presi-

dent, Children's Defense Fund, Washington, DC; Elizabeth Kepley,
with the Family Research Council, Washington, DC; Dr. Caroline
Zinsser, Director of Research on Early Childhood, Center for Public
Advocacy Research, New York, New York.

If you would come forward, please. We are very pleased to have
you. Ms. Edelman, will you lead off, please.

STATEMENT OF MARIAN WRIGHT EDELMAN, PRESIDENT, CHIL-
DREN'S DEFENSE FUND, WASHINGTON, DC, ACCOMPANIED BY
HELEN BLANK, DIRECTOR, CHILD CARE, CHILDREN'S DEFENSE
FUND
Mrs. EDELMAN. Thank you, Mr. Chairman. I thank you for your

leadership and for the leadership of this committee in analyzing
the many problems facing children and families, understanding
their complexities and in trying to formulate appropriate policy re-
sponses.

I am pleased that this committee is now exploring ways of help-
ing the child care problems facing many American families, and we
thank you for the opportunity to testify. We thank the members of
this committee, like Senators Chafee and Moynihan, who are co-
sponsors of the ABC bill as well as other bills to supplement the
ABC approach.

We have developed a short fact piece on child care which we
would like to submit for the record and we hope it will help pro-
vide this committee with a better understanding of why so many
parents are frustrated today.

I think you have heard from enough witnesses-and I'll skip over
it-that we do have three main facets of the child carp problem,
the issue of cost, the issue of quality and the issue of availability.

We are very heartened by the bipartisan consensus that is back-
ing Federal action to address the child care problems faced by mil-
lions of parents. The number of proposals I think reflect the
breadth of congressional concern and offer a variety of creative and
complementary approaches. I think it's essential that these propos-
als be reviewed with the interests of children and families upper-
most in mind and whatever the name, the number, or the sponsor
of final child care legislation, we hope that those provisions will
draw from the very best of them to ensure that there will b- suffi-
cient assistance to low-income families to enable them to afford
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safe and decent and quality care for their children while they're
working outside the home.

We hope that any final proposal will improve significantly the
quality of child care so that all parents can go off to work and be
assured that their children are safe and are being put in a place
where they can develop appropriately. We hope that any final pro-
visions will provide maximum real choices for parents and give
them a wide variety of options to choose from,' and we also hope
that any final proposal will help lay the foundation for a sound
comprehensive child care system that we can build on in a variety
of ways in the future as the need grows.

We support targeting funds for child care on those children most
at need, but we favor doing that in the context of a broader cre-
ation of a system so that help to poor children will not be part of
what becomes a poor child care system.

We also believe that any final child care bill should build upon
current State and local policies and practices, and we think that
the ABC bill will help the lowest-income families pay the full cost
of child care at current market rates and do some help for low and
moderate-income families, but we also think that is a next step for-
ward from what States are already doing.

With ABC's assistance, thousands of our poorest working fami-
lies will have access to a wide range of decent options now only
available to the more affluent families. This includes relative care,
it includes family day care homes, group -homes, centers operated
by community organizations, schools, religious congregations, em-
ployers, and others.

We really do back ABC's focus on improving the quality of care
and assuring parents of safe care when they're at work. We do sup-
port national standards for health safety and quality. I do not
think that children in Arkansas or children in one State should
have less access to safe quality child care than children in another
State that may be wealthier or able to provide for these minimal
qualities of care. And one of the kinds of basic assurances that
ABC attempts to provide is to, for example, ensure that parents
have unlimited access to their child care centers. In a number of
States, parents can't just drop in and see how their children are
doing. It ensures that children will be immunized, which seems to
me basic in ensuring the health of our children. And it ensures
that providers should be prepared, through some minimal experi-
ence and training, to care for children. We think these are impor-
tant.

I think that ABC does provide incentives for States by setting
aside money to help them and communities and employers and
other providers expand and improve their supply of child.care. But
we realize that the passage of ABC alone is not the only possible
approach, though we do believe that it is an essential piece of any
comprehensive approach.

We think that tax credits are important supplemental mecha-
nism. We have two crises in this country, the crisis of low-income
families not having enough income, and we think that a tax credit
like the EITC or the Dependent Tax Credit, whose refundability we
have supported for a number of years, would be significant sup-
ports on this particular crisis and so we favor them as a supple-
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ment to ABC, but they are not substitutes for creating the child
care infrastructure that we think is absolutely essential to meet
the needs of the 101/2 million preschoolers whose mothers are al-
ready in the labor force.

Again, I think that we're open to looking at a range of supple-
mental tax approaches, including Vice President Bush's, but I
think it is important that any supplemental tax approach be
enough to give parents a very real choice to stay at home and care
of their children, and we are not convinced yet that the Bush pro-
posal does do that, but we are open to a broad range of approaches
to see that parents do have that real choice to stay at home or to
go out to work and know that their children are safe.

I am confident that this committee and this Congress will try to
craft a comprehensive child care package with the needs of chil-
dren in mind and we look forward to working with you in assuring
that that occurs.

[The prepared statement of Mrs. Edelman appears in the appen-
dix.]

The CHAIRMAN. You were certainly candid and forthright, and
didn't equivocate. I am appreciative of your testimony and the
work you have done with the Children's Defense Fund and particu-
larly appreciate the work you are doing on the National Commis-
sion on Children.

I would like to call on next, Elizabeth Kepley from the Family
Research Council. Ms. Kepley.

STATEMENT OF ELIZABETH Y. KEPLEY, FAMILY RESEARCH
COUNCIL, WASHINGTON, DC

Ms. KEPLEY. Thank you, Mr. Chairman. First of all, I apologize
that Mr. Bauer could not be here. He is in a meeting at the White
House. I would like to summarize my remarks and submit full text
of the testimony for the hearing record.

The CHAIRMAN. We would be pleased to take it that way.
Ms. KEPLEY. First, I thank you for giving us the opportunity to

testify before your committee this morning about child care and
the tax treatment of families with preschool children.

As your committee apparently recognizes, the child care needs of
millions of America's families can be addressed more equitably and
efficiently through tax code revisions than through government
spending programs. Rather than promoting dependency on govern-
ment programs, tax-oriented approaches encourage self-sufficiency
and family autonomy by allowing employed parents to keep more
of their own earned income.

While tax-oriented measures are superior to government spend-
ing programs, there is nevertheless a very serious flaw in the cur-
rent child care tax law, a flaw that would be further aggravated by
some of the proposals currently before your committee.

Under current law, the Dependent Care Tax Credit penalizes
parenting. By tying tax benefits to child care expenses, the current
Dependent Care Tax Credit perversely rewards parents for not
spending time with their children. Generally the more time a child
spends in substitute care, the greater the famiy's day care ex-
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penses. And the greater the day care expenses, the higher the fami-
ly's tax credit.

Thus, the current Dependent Care Tax Credit discourages
parent-child interaction by increasing the opportunity cost in fore-
gone after-tax earnings that parents pay to spend time with their
children. Essentially the credit redistributes income from families
that make little or no use of paid day care to those that make ex-
tensive use of such services.

Not only does this penalize families in which one parent stays
home full time to care for children, but it also shortchanges two-
income and single parent families that seek to minimize their use
of substitute care by working part-time, working different shifts,
working from home, or having a grandparent or other relative care
for their children.

To give you an idea of how the parenting penalty works, consider
the following example. Mrs. Jones and Mrs. Smith are two working
women who have a lot in common. Both live on the same block.
Both have husbands who earn $26,000 a year, and both are preg-
nant with their first child.

After her child is born, Mrs. Jones decides she will take her
$12,000 a year job immediately and go back to it. Conversely, Mrs.
Smith decides to take at least year off to be at home with her baby.
When April rolls around and Mrs. Jones prepares her family's
taxes, she discovers that she can claim a $480 tax credit for day
care expenses incurred while she and her husband were both work-
ing. No such credit is extended to the Smiths. Instead, the taxes
they pay help subsidize the day care expenses incurred by their
wealthier neighbors.

Now, the Smiths and Joneses have a good bit less in common.
Not only do-the Joneses have a significantly higher income than
the Smiths, but they also have twice the tax-free employee benefits,
and thanks to the Dependent Care Credit, the Joneses now have a
lower marginal tax rate than their poorer neighbors. Meanwhile,
the Smiths continue to wonder why Federal tax policy penalizes
their decision to devote significant attention to raising their own
children.

Some have attempted to defend the parenting penalty by assert-
ing that paid child care is a necessary precondition to employment.
According to the Philadelphia Enquirer in a recent editorial-and I
quote: "When the second parent or single parent takes a job, paid
child care is as mandatory as union due for a Teamster or gasoline
for a cabbie."

But this is not necessarily true. According to a recent Census
Bureau survey of child care arrangements, half of all preschool
children with employed mothers are primarily cared for outside
the paid day care market. Let me give you a few figures. This was
released in 1987. Fifty-four percent of a1 children under the age of
five are cared for by nonemployed mothers in the home. Seven per-
cent of all children under the age of five have tag-team parents,
parents that have sought creative solutions and work different
shifts in order to care for their own children and have one parent
at home at all times. Four percent of all children under the age of
five are cared for by double-time mothers who earn income in their
homes while caring for the children. And 11 percent of all children
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under the age of five are primarily cared for grandparents and/or
other relatives.

Supporters of the current Dependent Care Tax Credit are quick
to point out that all employed parents do not have flexible work
arrangements and extended family networks which permit them to
minimize their use of paid child care. While this is true and lamen-
table, it serves as no justification for tying tax credits to day care
expenses. Indeed, doing so only penalizes families that make finan-
cial sacrifices to care for their own children and undermines efforts
to develop more flexible work arrangements for employed parents.

Given the significance of parental time with children, the tax
code should in now way penalize taxpayers who forego extra
income to spend substantial amounts of time with their children.

Congressmen Clyde Holloway and Dick Schulze recently intro-
duced legislation designed to ameliorate the parenting penalty. The
Holloway-Schulze bill severs the link between child care expenses
and tax benefits by replacing the current De-pendent Child Care
Tax Credit with a new refundable credit worth up to $1,000 per
preschool child.

It will do the following: Number one, it will reduce the tax
burden on families with children. Number two, it targets the great-
est tax relief to lower-income families, encourages parenting with-
out discouraging economic self-sufficiency, maximizes parental
choice and autonomy.

I see that my time is up, so let me end with saying that again I
thank you for allowing me to testify this morning, and I would like
to close my remarks with this challenge. In the late 1960s, Con-
gress addressed the Federal Tax Code's singles penalty. In the
early 1980s, it took on the Tax Code's marriage penalty. Now is the
time for Congress to eliminate the parenting penalty. And I trust
that on the day when I personally have to choose to care for my
own children, which I hope to have that choice, that my choice will
be treated equitably and the law will not subsidize one parent's
choice over another.

Thank you very much.
[The prepared statement of Ms. Kepley appears in the appendix.]
The CHAIRMAN. Thank you.
Dr. Zinsser.

STATEMENT OF DR. CAROLINE ZINSSER, DIRECTOR OF RE-
SEARCH ON EARLY CHILDHOOD, CENTER FOR PUBLIC ADVO-
CACY RESEARCH, NEW YORK, NY
Dr. ZINSSER. The Center for Public Advocacy Research, whose

studies I will be describing, is a nonprofit agency in New York City
conducting research on issues concerning families, women, children
and youth. I have worked with children and their parents for more
than 30 years as a teacher, a program administrator, and a re-
searcher. It is extremely gratifying to be here today to talk about
child care. Thank you.

During that time, we have had to rethink how best to apply what
we know about early childhood education and child development to
the children of increasing numbers of working mothers. As you
have heard repeatedly, we need child care arrangements that satis-
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fy parents in terms of choice, quality and affordability, and that
measure up to the kind of standards we apply to any other service
for children, standards of professional excellence.

I would like to focus my testimony on the advantages and limita-
tions of tax credits in fulfilling these two goals. We commend those
who have recommended that the Dependent Care Tax Credit be ex-
panded and made refundable. This a measure that those of us con-
cerned with child care have long advocated. We wholeheartedly
support it. We do not, however, view tax credits as adequate child
care legislation.

Proponents of tax credits for child care claim that the credits
allow parents flexibility of choice, particularly in using informal
and unregulated child care arrangements by relatives and babysit-
ters. Our studies at the Center have for the past 2 years been di-
rected toward documenting how low-income parents make use of
these arrangements. We have asked hundreds of working parents
what kind of child care they really want for their children.

We established two important points of parent choice, both of
which bear on child care funding policies. First, the low-income
parents in our studies prefer child care for their infants and tod-
dlers to be relatives and not by strangers. And, second, they prefer
educational group programs for their older preschool children.

Tax credits can help pay for child care by relatives, but the prob-
lem is that many low-income families, because of changes in em-
ployment and residential patterns, no longer have relative care
available. And when mothers tell us, "I can only trust my mother
to care for my child," it is because they have come to distrust ev-
eryone else.

Although neighborhood babysitters can be of good quality, and
many are, the only child care that low-income parents can afford is
often unreliable and risky, provided by women who are themselves
living under the stress of poverty. We have been told of children in
the care of neighborhood sitters being submitted to safety hazards,
harsh discipline, underfeeding, neglect, physical abuse from older
children, and adult drug use.

If parents had access to trained family day care providers, they
wouid have the assurance that their children would be in the
hands of women educated in safety, health, nutrition, and child de-
velopment. If parents had access to complaint procedures, they
could act to correct inadequacies. If parents had access to child
care resource and referral agencies, they could find a reliable
family day care provider to suit their needs. If parents had access
to subsidized care, they would be able to afford the quality they
seek.

Only comprehensive child care legislation can address these
issues. Tax credits do not.

We found in our studies that parents want educational group
programs for their children when they reach age three and four.
These parents want exactly the same early childhood education
that we have identified as being, in terms of long-term benefits, in
the best national interest, particularly for low-income children.

Head Start and public school pre-kindergarten programs operate
only half-day. Child care programs which cover the full working
day can be the vehicle for effective early intervention, but only if
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we increase the supply of subsidized center-based care, provide ade-
quate salaries for child care teachers, and enforce educational
standards. Providing tax care credits will not accomplish this. Com-
prehensive child care legislation will.

When tax credits are promoted on the basis of providing parent
choice, we must ask what choice there is for parents who have no
access to the kind of care they want. Funds are only as good as the
care they can buy. If the child care that parents would choose is
not available, the principle of parent choice is a delusion.

For meeting the child care needs of low-income parents, we sup-
port comprehensive child care legislation. We strongly urge this
year's Congress to pass both tax credits and the Act for Better
Child Care.

Thank you.
[The prepared statement of Dr. Zinsser appears in the appendix.]
The CHAIRMAN. Thank you very much.
Are there questions of the panel?
Senator PACKWOOD. I have a couple questions, Mr. Chairman.

One, Ms. Edelman, when you were in my office last year, I specifi-
cally posed to you the question: if there were no Federal standards
at all, would you be opposed to any child care bill? And you said
yes. Is that still your position?

Mrs. EDELMAN. Senator, it is still my position that children in
Texas and Oregon and Michigan and Arkansas should have the
same quality of care, because they are American children and their
chance for that quality should not depend on where they live. And
so therefore we still feel strongly about Federal standards.

If there are ways, however, to assure that the same quality,
health and safety goals will in fact occur in other ways, we are
open to discussing that. I think that the ways in which the stand-
ards have occurred in ABC have been greatly misstated. I think
they are very minimal. A majority of States already comply with
most of the key important issues that we feel strongly about. It
gives them another 4 years, and for some States even 6 years, to
come into compliance.

But again, you know, I think the bottom line is whether we can
come to grips with the underlying issue of quality for children and
if there are other provisions which will assure that, short of Feder-
al standards, we are open to discussing those.

Senator PACKWOOD. The second question. The ABC bill does not
require vouchers. It allows them at the option of the States but
doesn't require it. In those States that chose not to have vouchers,
how would you get payments to genuine religious day care centers
where they are teaching religion?

Mrs. EDELMAN. I think that the ABC church-State compromise,
as I understand it-and Helen Blank is here-provides for funding
of religious congregations that offer secular child care.

Senator PACKWOOD. Well, wait a minute. Secular child care, yes.
I'm talking about religious day care where they are offering reli-
gious instruction with the day care.

Mrs. EDELMAN. I would like Helen to speak to that. She was sit-
ting in on the negotiations.

Mrs. BLANK. We believe that the first amendment precludes pro-
viding funds to religions day care if the State is involved at all, and
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the State is involved when a voucher is used also, because a vouch-
er payment-except in Oregon, which is very unusual, you are the
only State, I believe-and maybe the Governors and APWA can
correct me-that give money to parents. But States that use vouch-
ers often use the contract mechanism.

Senator PACKWOOD. And it's constitutional?
Mrs. BLANK. I think the issue is a very gray area.
Mrs. EDELMAN. I think we are again, I think the courts should

decide the constitutionality of a number of these. We have tried to
work out a compromise that would bring all groups together. We
are not trying to guess at or prejudice whatever the court is going
to adjudicate as constitutional, and I think again we are trying to
reach a compromise that will enable us to move forward on chil-
dren.

The CHAIRMAN. I want to apologize, but we have a vote under-

w ay
Senator CHAFEE. Mr. Chairman, will we have a chance to ask

questions of this panel when we get back?
The CHAIRMAN. Yes. Senator Moynihan will be returning to

chair, if you will forgive us. We will stand in recess until Senator
Moynihan is back.

[Recess.]
Senator MOYNiHAN [presiding]. Good afternoon to you now. Sena-

tor Chafee, who is voting, has indicated that he would like to ask
some specific questions of this distinguished panel. I am afraid that
I missed Mrs. Blank's comments but I have read Dr. Zinsser's, and
would just like to take advantage of your being here, pending Sena-
tor Chafee's return, to ask your sense of priorities here.

I have no particular view on this question, but I am puzzled. Last
year, the Governors and the APWA together, representing the
States, helped us get welfare legislation enacted into law. Other-
wise we wouldn't have done it. Many other advocacy groups were
against us. They always seem to be.

We did that, and that sort of seems behind us, and suddenly we
are into this new subject when we don't seem to have absorbed the
other one. What I would like to know is-just comments, we can
just go right down the line, I guess Mrs. Edelman spoke first-what
is the relationship of this issue we have before us to the issue of
child poverty? I mean we have something singular. We may be the
first industrial society in the history of the world where the poorest
group in the population are children, and this has happened in the
midst of a prolonged effort to get rid of poverty.

There are those, of course, who say the more you try to get rid of
poverty, the more poverty you have. That means trying to get rid
of poverty causes poverty. We're familiar with that proposition and
appropriately suspicious of it.

But what has child care got to do with the question of child pov-
erty? Mrs. Edelman.

Mrs. EDELMAN. I think it is related to child poverty because what
we are trying to do here is to lay a very strong early childhood
foundation.

Senator MOYNIHAN. An early childhood foundation?
Mrs. EDELMAN. We are trying to see that children in their earli-

est years--
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Senator MOYNIHAN. What? Go to babysitters.
Mrs. EDELMAN [continuing]. Have the basics of safety and health

and as much stimulation as they can. And we have a Head Start
program, Senator, that serves mostly 3 to 5-year-olds, but reaches
only less than 1 in 5 of all those children.

Senator MOYNIHAN. Should we put our money into Head Start,
then?

Mrs. EDELMAN. I think that there should be a number of ways in
which we try to build a comprehensive early childhood foundation.
One of them is basic health care and prenatal care and Medicaid,
and I think that the welfare of the Family Support Act last year
gave some very good steps forward on that.

I think that trying to make sure that when parents have to
work, that children, and particularly poor children, are in a variety
of safe quality settings, whether under Title XX, or under Head
Start, or under the Family Support Act, or under this new bill, be-
cause we still do not have a coordinated, comprehensive child care
infrastructure that gives poor parents and poor children adequate
choices when they work.

Third, I think that this debate about child care and poor children
can be helped by giving low-income working families or working
families adequate income, and I think one does that by improving
the benefits under the welfare system, but I also think you do it
through expanding the EITC or Dependent Tax Credit.

Senator MOYNIHAN. Well, in effect, we keep cutting the benefits
under the welfare system. AFDC benefits, on average, are one-third
less now than what they were 20 years ago, and the more we talk
about it, the lower they go.

Ms. Kepley, what do you think?
Ms. KEPLEY. I think, first of all, when we're talking about chil-

dren in poverty where both parents are having to work, we still
have to get back to the subject of child care and who is best-suited
to choose the type of child care environment in which they want to
place their children.

And whether you're a lower income parent or an upper middle
class income parent, the parent in our opinion is the best person to
choose and make that choice for their child.

Senator MOYNIHAN. Nobody is suggesting that somebody other
than the parent choose, are they? Does the mayor choose?

Ms. KEPLEY. I beg your pardon?
Senator MOYNIHAN. Are you going to have the mayor choose?
Ms. KEPLEY. No. But I think when you are talking about budgets,

we have $6.9 billion in our budget right now that is going towards
programs like Head Start.

Senator MOYNIHAN. That's the CRS number, yes.
Ms. KEPLEY. Yes. Programs like Head Start that will aid children

who are in poverty. But we want to be able to give lower-income
parents self-sufficiency and self-autonomy.

Senator MOYNIHAN. But I took your point to be essentially the
parenting penalty as you described it. You would like to see people
free to stay home, and you are basically advocating a children's al-
lowance. Isn't that about right-in that direction?

Ms. KEPLEY. A family allowance.
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Senator MOYNIHAN. A family allowance, yes. I wrote an introduc-
tion to a book on family allowances 30 years ago. We were then
and are today the only democratic nation in the world that doesn't
have a family allowance.

President Kennedy got interested in it. Senator Neuberger ran
into it when they were building the Alcan Highway in World War
II, and the Canadians have had a family allowance for the longest
time. It got associated with Catholicism and a desire to increase
the population, which as a matter of fact children's allowances
were associated with in Sweden and in France, but we have never
been able to get anywhere near it. It's a cultural bias that we have
not been able to break through.

Dr. Zinsser, what would you say? You've been studying the sub-
ject for 30 years.

Dr. ZINSSER. In 30 years, I've really been working toward equity.
Senator MOYNIHAN. Equity. What is equity?
Dr. ZINSSER. I think equity is giving all children a fair start.
Senator MOYNIHAN. What's a fair start?
Dr. ZINSSER. Health, nutrition, education, love, care.
Senator MOYNIHAN. Okay. You could define those things.
Does the government provide for love?
Dr. ZINSSER. Love we ve been strong on. Sometimes out-of-home

love is not as strong as it should be.
I think that what we have now is a tremendous opportunity to

make child care the vehicle for delivering those services to poor
children. I think child care is nothing new to the middle class. It's
just been called other things. It's been called nursery school. It's
been called having a-nanny at home. Now we're talking about poor
children.

Senator MOYNIHAN. Now, the middle class, by and large, doesn't
have nannies.

Dr. ZINSSER. No longer.
Senator MOYNIHAN. They do in British television.
Dr. ZINSSER. They no longer have nannies, but when I was grow-

ing up, there was plenty of in-home help for middle class people.
Senator MOYNIHAN. That's probably right.
Dr. ZINSSER. So I don't think that child care is a new issue for

the middle class. I think it's always been around. I think it's just
that we've tended to think of it as a welfare issue when its for the
poor.

Senator MOYNIHAN. No. Wait, wait, wait. Please help the com-
mittee. Child care in the form of someone to help around the
house, the nanny proposition, is one thing. Child care for a mother
who leaves the house to be employed is something different really,
isn't it?

Dr. ZINSSER. What I'm trying to do is to speak to the issue which
people see as the division between day care being a welfare issue,
and what we have traditionally had in the middle class, being an
educational issue.

It seems to me we ought to see day care or child care as an edu-
cational issue, as a nutrition issue, as a safety issue.

Senator MOYNIHAN. That is what Mrs. Edelman was suggesting,
that this is a form of child development.

Dr. ZINSSER. Yes.
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Senator MOYNImAN. I thought most people were just looking for a
way to keep the child while mother is working.

Dr. ZiNssER. I don't think parents see it that way at all.
Senator MOYNIHAN. They don't?
Dr. ZiNssmR. They want more. They are not satisfied with just

custodial care.
Senator MOYNIHAN. Well, I suppose that's probably fair. I think

it was you who said-yes, I have it over here-you know, our com-
mittee has to live in the real world, the real world of budget defti-
cits. The chairman said "if" we had a billion dollars, what would
you do? And it's very much an "if."

But you very simply said, "We need child care arrangements
that satisfy parents in terms of choice, quality and affordability
that measure up to the kinds of standards we apply to any other
public service for children, standards of professional excellence."

How real is that as a thought? Standards of professional excel-
lence?

Dr. ZiNSSE. Well, when we talk about health standards, we are
going to look to the medical profession to tell us what those stand-
ards are.

Senator MOYNIHAN. Right.
Dr. ZINSSER. When we look to safety standards, we are going to

look to those people who know what standards should be, profes-
sionals.

And I think the same is true of early childhood education.
Senator MOYNIHAN. Now, are we talking about early childhood

education or are we talking about day care for an 8-year-old or 12-
year-old?

Dr. ZINSSER. No. I'm talking about how day care at all ages
should have an educational component.

Senator MOYNIHAN. Should. But will it, does it now?
Dr. ZINSSER. In effect it does, because children learn every day,

regardless. Let's make it a good learning rather than a destructive
kind of learning.

Senator MOYNIHAN. Let me assure that you Senator Chafee is on
the way. Mrs. Blank, how would you respond to my question?

Mrs. BLANK. I am only an observer because Mrs. Edelman is tes-
tifying, but I can't help but respond. I think in terms of the real
world, it would be very helpful for members to go out and look at
child care in America. I think it would be very useful to look at
child care.

I think one of our great concerns and why we've been working
on a comprehensive child care initiative is that we have millions of
children in out-of-home care and the demographics show that
number will grow. Because as a nation, we have not been willing to
make the investment, the kind of care these children are in is not
nurturing them and is not providing what they need to grow into
productive adults, and is probably in many cases threatening their
health and safety.

We have lots of poor child care because we refused to make the
investment. And if we go and look at other countries, we see child
care situations that are markedly different because they invest in
paying caregivers, they invest in training caregivers, they invest in
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the health and safety and development of young children. We don't
believe all children have to be in a child care center.

Senator MOYNIHAN. What do they do in Canada? I always ask
what do they do in Canada. That always seems to me to be a good
question.

Mrs. BLANK. Canada has a system that is more like ours than
the European countries.

Senator MOYNIHAN. How would you describe "ours"? Is ours a
system or a--

Mrs. BLANK. Ours is a nonsystem. It's a diverse system. Canada
does not have the large number of for-profit providers. They, unlike
the United States, will not give any money to providers who run
child care on a for-profit basis. It's operated on a nonprofit basis.

Senator MOYNIHAN. Help us there. That's important. The Cana-
dians-we could all go up there and look, you know. It's just across
the river from New York. The Canadians will not provide public
subsidies, whatever the subsidies are, for a for-profit exercise?

Mrs. BLANK. That's one of the issues that they have been fight-
ing about, but at this point they don't believe in doing that. They
also have some interesting initiatives that we have tried to look at.
One of them, for example in Quebec, is that they provide funds to
every child care center, every month for every child, to improve
caregivers' salaries.

Senator MOYNIHAN. Do they provide funds for church-related fa-
cilities?

Mrs. BLANK. I am not familiar with whether they provide funds.
Senator MOYNIHAN. Well, I'm not familiar with it either, but I'll

tell you they do.
Mrs. BLANK. We believe the ABC bill would provide funds for

church-related facilities.
Senator MOYNIHAN. You do?
Senator Chafee has arrived, and we've been having a very pleas-

ant, if somewhat desultory chat, awaiting your arrival. We have
some alarmed panelists down there who want to know what I'm
doing.

Senator CHAFEE. I apologize. You are patient, and I think the
next panel is patient, too. Maybe they're impatient.

Mrs. Edelman, let me just say that as you know, one of the prin-
cipal objections to the ABC bill are these standards. And if there is
anything that will raise hackles around this place it's Federal
standards.

Now, what about having the State supply the standards. As I
recall in the ABC bill, this is basically it, isn't it? The States will
come up with standards that can be reviewed by the Secretary. It's
not the Federal Government mandating X number of caretakers
for Y number of children under the age of 21/2 and so forth.

Am I correct in that?
Mrs. EDELMAN. Yes, sir.
Senator CHAFEE. Isn't this fear against Federal standards kind of

a bogeyman that-well, I won't ask you to make that judgment.
But it appears to me-as I understood in your answer to the chair-
man's question about your position on standards-that you would
be receptive to other ways of arriving at the same result: quality
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child care. It wasn't Senator Moynihan's question, but somebody
asked you about standards.

Mrs. EDELMAN. Senator Packwood's question.
Senator CHAmE. Senator Packwood's question.
Mrs. EDELMAN. I think the bottom line is how do we get a good

bill, a comprehensive bill for children, a strong infrastructure, with
good quality standard commitments. If there, in the context of ne-
gotiations on a final package, ways of achieving this short of Feder-
al standards, I think that we're going to be open to that.

We are discussing and talking with a lot of people, including the
Governors and the State legislatures, but the bottom line is that
there are assurances that children will be safe and healthy and
that there will be minimal quality care.

Senator CHAFEE. What do you say to Ms. Kepley's testimony
where she pointed out the inequities? Wife A stays at home and
therefore doesn't earn $12,000, and therefore doesn't get a credit.
Wife B takes advantage of all these and comes out with a tax
credit, more income, and soon moves to suburbia where the grass is
green and lives happily ever after.

Mrs. EDELMAN. I guess I would respond to that, Senator, saying
we do again support a real choice for families to be able to stay
home or parents to take care of their children and we are con-
cerned about having two types of supports, one for the parents who
are already in the work force. The question is how are their chil-
dren going to be cared for and whether they're going to be safe and
healthy, and secondly we support a range of supplements to fami-
lies where a parent stays home. But, you know, life is not always
fair.

We support low-income college loans even though all young
people do not attend college. We support highways, although many
American utilize public transportation. We subsidize public trans-
portation, although some people continue to drive their cars. We
regulate airline safety, but not all Americans use the planes. We
subsidize the cost of mortgages for many families and some of them
don't own their homes. And we provide flood and disaster relief
even though all of us may not be affected.

The point here about our children is that the entire Nation has
an interest in seeing that every child has a strong early childhood
foundation in a variety of ways. We hope that their parents can
provide it. But when their parents needs help, we think that there
should be some accountability for Federal funds that assures that
children are well taken of, and we will all be served by having
strong children who learn well in school.

Senator CHAFEE. My last question. This is thrown at us all the
time. The grandmother takes care of her grandchildren and you're
stepping in trying to regulate how she does business. Why don't we
keep the Federal government out of grandmother's home?

It is my understanding that in those family relationships, ABC
doesn't apply. Regulations, standards, none of that applies.

Mrs. EDELMAN. We understood that we couldn't beat Grandma.
We are not tangling with Grandma under ABC.

Senator CHAFEE. Even though Grandma might be paid.
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Mrs. EDELMAN. Even though Grandma might be paid. I think
that the Federal standards or whatever provisions of ABC, I think,
leaves it up State regulations to govern Grandma.

Senator CHAFEE. And you have a provision in thee bill dealing
with family relationships.

Mrs. EDELMAN. Whatever the States now do in this regard would
govern the care of relatives.

Senator CHAFEE. I see.
Thank you very much, Mr. Chairman. Thank you all.
Senator MOYNIHAN. Thank you, Senator, and we thank our pan-

elists. And we appreciate very much what you've told us and we
have learned from you.

Now we are going to have a final panel which has been, as Sena-
tor Chafee said, a very patient panel or, we submit perhaps, an im-
patient one. You are free to express your views either way.

Ms. Sandra Hofferth, from the Urban Institute; Ms. Rebecca
Maynard, Vice President of Mathematica Policy Research at
Princeton; and Dr. Roberta Barnes, who is also with the Urban In-
stitute. Let me tell you that you have had to wait, but we are wait-
ing to hear from you. Take all the time you need.

Senator Packwood will be back in a moment. He has to make a
phone call.

Ms. Hofferth, our practice is just to follow the agenda. I am glad
to see the Urban Institute represented twice.

STATEMENT OF SANDRA L. HOFFERTH, SENIOR RESEARCH
ASSOCIATE, THE URBAN INSTITUTE, WASHINGTON, DC

Ms. HOFFERTH. Mr. Chairman and members of the committee, I
am pleased to be here today to address two major questions raised
in debates over the last few months. First, is there a shortage of
child care slots? If not, what is the child care problem? Second,
what is the impact on family behavior of changing the price of
child care?

First, is there a shortage of child care slots? Although demand
for child care and early childhood programs has grown dramatical-
ly over the past decade, so has supply. The evidence against a gen-
eral shortage of care is the following. First, children are being
cared for. Under 1 percent of preschoolers are caring for them-
selves.

Second, we have not seen a large increase in the price of day
care center and family day care home care at all, which is what we
might have expected were there a shortage. In fact, with the excep-
tion of in-home care by a sitter, prices have remained fairly stable.
There may be spot shortages in certain geographic areas for in-
fants, and in licensed care.

Third, even though there has been an increase in the labor force
participation of mothers, about half of children are still cared for
by a relative. If you look in Figure 1 of my written testimony, you
will see the description of the child care arrangements of preschool
children from 1965 through 1985.

Senator MOYNIHAN. Where is that in your testimony?
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Ms. HOFFERTH. That is Figure 1. And you can see that in 1985, 48
percent of children were cared for by a relative, 6 percent by a
sitter.

Senator MOYNIHAN. Oh, good. We finally have some data. Thank
God for economists.

Ms. HOFFERTH. Twenty-two percent are cared for in a family day
home and about 23 percent in a day care center. That was in 1985.
As you see, there has been a shift in care towards day care center
and family day care home care, but about half of children are still
cared for by a relative.

Today people have emphasized not the shortage of slots, by
rather, a couple of other problems, particularly the cost and the
quality of care.

Senator MOYNIHAN. Could I just interrupt? We're going to be in-
formal here. When you say in your Figure 1, family day care, how
do you describe that?

Ms. HO"ERTH. That is care by a person who is not a relative of
the child, in that person's home, iiot the child's home. It's called a
family day care provider.

Senator MOYNIHAN. Like a neighbor?
Ms. HoFFERTH. It could be a neighbor, it could be a friend. About

80 percent of it is paid. But it's not by a related person.
Senator MOYNIHAN. Eighty percent is paid.
Ms. HOFFERTH. About 80 percent.
I want to focus here on the issue of cost more than the issue of

availability, since we think really the issue is that of cost, the price
of care and its quality. But the issue here again is not simple. A
number of surveys have looked at expenditures on care. Surprising-
ly, parents pay rather low amounts, from $40 to $60 per week on
average. That is, we think they are low because we hear a range of
what parents pay. But the average is from about $40 to $60 per
week.

But when measured against family income, the real story is re-
vealed. Over all families, child care expenditures amount to about
10 percent of the family budget. While it takes under 5 percent of
the budget of high-income families to pay for child care, it takes as
much as 20 to 26 percent of the budget of poor families.

And if you would look at Table 1, which is the next table you see,
at the very top of that table, the average budget share spent on
child care by family income level. These are median percents ex-
pended on care, expended on care for families at different income
levels. You see the percent goes from about 20 percent of families
with incomes of $10,000 to 8 percent for a family of $30,000. And as
income goes up, it drops until high-income families are spending
under 5 percent. They are paying a small amount.

Overall, families are paying roughly the same amounts, regard-
less of their income levels, and this was brought up in earlier testi-
mony. But if 10 percent is comparable to expenditure on food, 20 to
25 percent is comparable to expenditures on housing. So low-
income families who pay for care are paying a considerable portion
of their incomes for it.

Senator MOYNIHAN. Could I ask you just, again, if you will for-
give the informality, on Table 1, in your fifth category-it says
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Packwood-Moynihan proposed credit-you have a line that goes
from 40 over to 20. Forty is what? Forty dollars, 40 percent?

Ms. HOFFERTH. Oh, 40 percent. I'm sorry. These are percents.
But I just wanted to point out that it is here that the goals of

facilitating employment and child development, which people have
mentioned before may collide, because to a certain extent it may be
in the interest of parents and parental employment on the one
hand and welfare policies to keep costs or prices of care down,
while it may be in the interests of children and child development
to keep quality and costs high. That is, there is some inherent con-
flict between two types of objectives we have, one in terms of the
parents and the other in terms of children.

I will come back to that, but I want to move next to the behav-
ioral impact of changing the price of care. Dr. Barnes will be ad-
dressing the issue of the direct cost of increasing the subsidization
of child care through the tax system.

Is it okay to proceed?
Senator MOYNIHAN. Please do. Senator Packwood will have to go

to a caucus before long, and I want him to have a chance to ques-
tion you.

Ms. HOFFERTH. Okay, I'll wrap up very quickly. I just want to ad-
dress briefly the indirect cost of subsidizing child care through the
tax system. Increasing tax credits effectively reduces the price of
care to consumers and may change their behavior. In fact, this
needs to happen for low-income working families to benefit from
the credit, since at present only a small proportion use paid care.

If you look at Table 2, you will see that among the lowest income
families, a larger proportion use relative or parent care and a
smaller proportion use paid care in a day care center or home. In
fact, there is solid research evidence that reducing the price of sub-
stitute care will increase labor force participation of mothers, in-
crease expenditures on care, 'and lead some who are not now
paying for care into using more formal paid modes of care.

The effects can be substantial depending on the size of the subsi-
dy. Table 2 shows the potential direct effects. That is,' depending on
the income level of the family. That is Table 1. How large are these
indirect effects? Based on one study of low-income families, Blau
and Robins estimated that reducing the price of care from $40 to
$30 per month, that is to about $1,500 per year, would increase em-
ployment from about 19 to 28 percent and paid child care use from
21 to 26 percent. Reducing it to $20-$1,000 per year-would in-
crease employment to 43 percent and paid child care use to 36 per-
cent.

Raising wages would also increase employment and use of paid
child care, but not by as much because not all of it would be spent
on child care. Only about 10 percent would be.

In sum, demand subsidies will address the issue of the cost of
care; however, they will cost more than anticipated because for
those who are not working or not paying they provide an incentive
to pay for care or to pay more. The extent to which quality of care
will also increase depends on whether parents who have greater
choice will choose high quality care. The evidence is that parents
want high quality care and that they purchase it when they can.
The challenge is to help parents to be discriminating consumers
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with their dollars so that both children and their parents are bene-
ficiaries.

Senator MOYNIHAN. I am going to ask you stop there, Doctor.
That is a very clear point. In other words, the effects are linear
and intuitive in effect.

Ms. HOFERTH. Yes. The more you reduce the price of care, the
higher the increase in employment and the greater the use of paid
care.

[The prepared statement of Ms. Hofferth appears in the appen-
dix.]

Senator MOYNIHAN. Now, Mathematica. What Mathematica, that
institution that has devastated half the social experiments of the
last 20 years, got to say. We ask with some trepidation; but it is
late and the press is not around.

Whoops. I'm sorry the press is around. The Congressional Quar-
terly is around.

Ms. Maynard.

STATEMENT OF REBECCA A. MAYNARD, VICE PRESIDENT AND
DEPUTY DIRECTOR OF RESEARCH, MATHEMATICA POLICY RE-
SEARCH, INC., PRINCETON, NJ
Ms. MAYNARD. Let me start by saying that I am very pleased to

have this opportunity to participate- in your committee hearings.
Mathematica Policy Research has just completed a major survey of
child care supply and demand and three low-income urban areas.

In the limited time available to me, I want to fols my com-
ments on the salient findings from that survey and their implica-
tions for your current policy deliberations. Based on that survey,
we found that, although the number of child care vacancies exceeds
the number of preschool-aged children whose nonworking parents
have indicated a desire to work, there are nonetheless some signifi-
cant problems matching children to appropriate provider settings.

In the low-income areas surveyed, we found that the centers
were operating near capacity and that less than 15 percent of the
vacancies that did exist were available for infants. In contrast, we
found the supply of family day care to be plentiful and, altogether,
we found that family day care providers in these cities reported
being willing to take care of nearly twice as many children as they
were currently caring for. However, less than 5 percent of the
excess capacity in family day care homes was available for infants.

The second finding from our study is that the cost of care in
these low-income areas was indeed similar to the national cost esti-
mates. Families were paying $50 to $60 a week for full-time care,
but the costs of care average about 20 percent of family income and
ranged up to 50 percent of income among low-income families who
paid for care.

A third point to mention is that although, in general, the centers
and family day care providers met State guidelines with respect to
staff/child ratios and group size, it is notable that over 90 percent
of the family day care providers are unregulated.

Furthermore, to the extent that we are concerned with ensuring
that the child care settings of poor children are enriching and will
compensate for the poverty backgrounds of these children, it is no-
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table that, on average, 40 percent of the family day care workers
had less than a high school education.

Senator MOYNIHAN. Forty percent have less than a high school
education. Do you ever expect that to be any higher?

Ms. MAYNARD. Well, I am talking about the relative richness of
the environments. Ten percent of the working mothers of pre-
school-aged children have less than a high school education. And
virtually none of the child care workers in centers have less than a
high school education in these three areas.

A fourth noteworthy finding related to quality of the available
child care that is the fact that a third of the family day care pro-
viders provide only part-time care, and while virtually all centers
provide full-time care, centers do not offer extended day, evening
or weekend care. Thus, each type of care imposes some limits in
terms of whether the care meets the needs of working parents.

A fifth point is that while parents in our survey were generally
satisfied with their current care arrangements, 30 percent did indi-
cate a desire to change their arrangements, and a majority of the
mothers who wanted to change their care arrangements wanted to
do so in order that their children would learn more.

Consistent with this fact, most wanted to change from relative or
family day care to center-based care. And this finding was consist-
ent across the age ranges of the children. We found this for infants
as well as for toddlers.

Finally, we found that the child care market works very infor-
mally, both from the providers' and the consumers' perspectives.
Family day care provider in particular are very passive about mar-
keting their services, with most taking no actions to fill vacancies.

The child care centers are somewhat better about information
dissemination but the efforts are still limited and the result is that
over half of all of the mothers in our sample selected their child
care with no formal exploration of options. They did not look at
one more than one center or setting before placing their child.

There are several policy options that I view as modest in cost,
that it seems from our data could significantly improve the oper-
ation of the child care market and its responsiveness to the needs
of families, particularly low-income families. One option would be
to increase the financial subsidies available to low-income families
through policies such as a refundable child care tax credit. And
recent estimates that I am sure Robin Barnes will talk about sug-
gest that making the current child care tax credit refundable
would significantly increase transfers of child care subsidies to low-
income families, particularly single parent families.

Senator MOYNIHAN. You are in favor of a refundable child care
tax credit. Your data indicate--

Ms. MAYNARD. Our data suggest that when some low-income
families are paying 50 percent of their income for child care that
cost is a problem for them. And I would be in favor of policies that
are going to subsidize the care to those families. One option is a
refundable tax credit.

Second, our data indicate that there is a need to invest in im-
proving the organization and coordination of the child care market,
for example, through support of information and referral networks.
Investment in resource coordination could improve significantly
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both the child care utilization rates among current providers and
parental satisfaction with their child care by facilitating initial se-
lections and changes by those who are dissatisfied.

Third, our data suggest that there is a need to have additional
resources to support provider training, including training for
family day care providers. And since most children of parents who
will be participating in the jobs program are likely to be in relative
care and in family day care settings, it seems important that we
focus attention on the quality of that care as well as the quality of
center-based care.

If I may make one last point--
Senator MOYNIHAN. Please do.
Ms. MAYNARD [continuing]. It also seems to me that there is a

need to promote the development of more center-based care and
family day care for infants. Of particular note for this committee is
the fact that without the stimulation of additional infant care op-
tions, it may be difficult to achieve the intended level of school par-
ticipation by adolescent parents that has been mandated under the
Family Support Act.

Thank you.
[The prepared statement of Ms. Maynard appears in the appen-

dix.]
Senator MOYNIHAN. Thank you.
Mr. Chairman, we are about to hear from the author of the Dis-

tributional Effects of Alternative Child Care Proposals, a paper
presented at the Tenth Annual Meeting of the Association for
Public Policy Analysis and Management in Seattle, WA, Dr.
Barnes with the Urban Institute.

Senator PACKWOOD. If I might interrupt just a moment, Doctor, I
have got to leave and make a presentation at one o'clock. I have
read all three of your statements and it's a privilege to have this
kind of testimony. It's very factual, very-I hate to use the word
"unemotional" because people assume that's a negative, but it is
very dispassionate testimony, which in this particular area is most
welcome. I cannot remember when I have seen a panel of three
people whose information was so helpful.

Thank you very much.
Senator MOYNIHAN. Dr. Barnes.

STATEMENT OF DR. ROBERTA BARNES, SENIOR RESEARCH
ASSOCIATE, THE URBAN INSTITUTE, WASHINGTON, DC

Dr. BARNES. The focus today is on low-income people. I would
like to summarize my remarks on how effective alternative child-
related tax credits are at targeting the low-income families.

My remarks are going to be based on results from a microsimula-
tion model known as Trim II, which is maintained at the Urban
Institute.

Senator MOYNIHAN. Trim II.
Dr. BARNES. Trim II, Senator Moynihan. That's correct. Trim II

takes data on real household records collected by the U.S. Census,
in which the household records are subjected to a very complicated
computer model to generate hypothetical population outcomes on,
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among other things, the personal income tax system which is rele-
vant for the proposals we will be discussing today.

The current Child Care Tax Credit, as is well known, is highly
regressive. Only 3 percent of all the dollars paid out go to the
bottom 30 percent of the income distribution. And our previous re-
search has shown that there are a number of features that might
be considered in any new children's tax credits that could be effec-
tive at retargeting funds to low-income families.

First and most important, make the child care credit or chil-
dren's credit refundable. Second, eliminate employment status or
documented child care expenditure as qualifying criteria and allow
for a more generous rate at which expenses can be applied towards
the credit for low-income families.

I would like to look at three proposals that are of interest to
people in the room today and compare how the income distribu-
tional effects from our simulation model fall out.

The first is the administration plan. This allows, as you know,
for a refundable Dependent Care Credit and, in addition, offers an
alternative and potentially more lucrative for some families, re-
fundable credit, the Children's Tax Credit, to families who have
very low incomes and have infants and toddlers. It is aimed pri-
marily at the very bottom end of the income distribution. The max-
imum per-child credit of $1,000 begins to fall after $8,000 in AGI
and is as low as $200 by $12,000 in AGI, well below the median
income in the United States.

While earnings are required to qualify for the credit, in a two-
parent family only one parent need be employed outside the home,
and child care expenses need not be documented. A lot of people
may be brought in due to refundability and the new Children's Tax
Credit. In fact, the number of families receiving some credit is in-
creased by over one-third from the current baseline credit.

Most of the families are brought in due to refundability. Of the
$1.1 million who are brought in only because they qualify for the
Children's Tax Credit, 7 out of 10 are from two-parent, one-worker
categories for whom the credit is highest at $607.

The administration proposal, because it's targeted so heavily at
the very low end, does a very effective job at redistributing dollars.
Thirty-four percent of the credit dollars go to the bottom 30 per-
cent of the income distribution.

The Packwood-Moynihan proposal is a relatively straightforward
modification to the existing Dependent Care Credit. It targets dol-
lars to the low-income families through two mechanisms. It raises
the percentage of expenses that can be applied and it makes the
credit refundable for all families below $27,500. For families with
AGI under $12,500, 40 percent of expenses can be applied toward
the Dependent Care Credit. This percentage falls by three points
for every $2,500 in AGI over $12,500, but never falls below 20 per-
cent. A comparison of the rate schedule with current law shows
that the Dependent Care Credit may be anywhere from 5 percent
to 10 percent higher under Packwood for all qualifying families
with incomes below $25,000. Hence, this proposal attempts to
spread the increased credits to a broader range of the lowincome
population.



55

Who benefits under this scenario? Because of partial refundabi-
lity, close to one million additional households receive a credit
under the Packwood-Moynihan bill as compared to current law.
And, on average, the credit would rise to $402 in our hypothetical
world, which is comparable to the administration figure. This is
due largely to the combination of drawing in poor families through
refundability and allowing some of them to increase the amount of
the credit which they can deduct.

As a result, the primary beneficiaries of Packwood-Moynihan
plan are single working families. Their average credit increases by
a full 28 percent to $545.

Senator MOYNIHAN. Single working parents I think you mean.
You said families.

Dr. BARNES. Sorry.
The Packwood proposal, as you could tell from my description,

does target a smaller number of taxpayers, the working poor with
child care expenses. The impact on the income distribution there-
fore is not quite as great. About 21 percent of all the dollars paid
out under Packwood-Moynihan go to the bottom 30 percent, but it
does do a better job at targeting the fourth and fifth deciles, the
people right below median, 2, percent of credit dollars are going to
these families as compared to 18 percent under the administration
plan.

The fact that Packwood-Moynihan is not even more effective at
targeting dollars at the low end is due to the unfortunate fact that
the people at the bottom end of the income distribution cannot
afford to spend a lot of money on child care. Allowing them to
deduct a greater percent of a little buys them something, but not
as much as you might hope.

There may be feedback effects which our simulation model has
not taken into account.

Senator MOYNIHAN. Which Dr. Maynard seemed to think there
were.

Dr. BARNES. Certainly one wouldn't debate that those feedback
effects might be present.

[he prepared statement of Dr. Barnes appears in the appendix.]
nator MOYNIHAN. Dr. Barnes, the hour of one o'clock has ar-

rived, and under our rules we can't continue. But I am going to
break the rules just a minute and ask if our staff could stay with
us just a little bit.

First of all, to repeat what Senator Packwood said, this sort of
testimony, this is gold for us. I mean it's data. It's analysis. Not
just numbers, people come up and hand us tables, but you have
worked it over and we are not going to let you go. You two are in
town, of course, and you are not that far away.

One of the themes we are getting here-to be hard-headed about
these things, there is no pleasure in it-in the end, it's the chil-
dren. We've had a good time being advocates while the children got
poorer and poorer and poorer and poorer, and the conferences have
gone on and on and on.

The subject of development. I want to just look around here and
make a point to you. We've been getting a lot of talk, day care
must be developmental. Now, just take a look at the gender ratio
in this room today. Over at the press table, the remaining press,
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the Congressional Quarterly-is represented by Judith Rovener.
We have Dr. Barnes, Dr. Maynard, Dr. Hofferth with us-4, 5, 6, 7,
8, 9, 10. I count 10 females and 3 males, which is, at minimum, the
reverse of what econometric data and tax policies would have been
30 years ago.

And why is that? Because the opportunities are there and they
are being used. When you start talking about the developmental
role of day care, don't you start having to ask yourself who is going
to do it? What did you say, 40 percent of persons involved have less
than a high school education? Isn't that going to be the reality, the
continued reality? You don't know, but I'm asking your judgment.

Ms. MAYNARD. I believe it is.
Senator MOYNIHAN. Yes. That is going to be the reality. I mean

it just breaks your heart when people start saying, we have to get
better teachers in our schools. We're not going to get better teach-
ers. I mean two generations ago, half the Alphas in this country, if
they wanted to be professionals, could be a school teacher or a
nurse, but they don't have to do that anymore. They can be doctors
or professors of economics at Princeton. The former stratification,
this basically caste stratification is over.

And so you are going to have to work with what is available.
And what is available does not portend a great deal of developmen-
tal child care, if by developmental you mean something in the spec-
trum of trained instruction or trained supervision or whatever.

Am I making any sense to you?
Dr. BARNES. I would like to make one comment. I think labor

markets over time do respond, and your point seems to be that the
pool of workers from which child care suppliers would be drawn
may be at the low-scale end. The fact is the overwhelming propor-
tion of women are going into the labor market. The demand char-
acteristics of child care in the United States is changing, and over
the years we may expect the characteristics of the supply of that
labor to change in response to the needs of American families and
dollars devoted to that particular sector might be offering.

Senator MOYNIHAN. You know, you get very fancy preschool ar-
rangements, too, for a thousand people somewhere, but it doesn't
take care of your 10 millions. Isn't that a basic constraint?

Ms. MAYNARD. I think one of the recommendations that you
would hear if you had a panel of child care experts or early educa-
tion experts would be that we can go a long ways towards improv-
ing the quality of the care that's provided even in family day care
settings if we had more training available to these workers.

The CDA training that is currently used as one of the major
training--

Senator MOYNIHAN. I'm sorry?
MS. MAYNARD. The Child Development Associate training, which

is a limited term training program for child care workers could be
expanded, could be modified. It would be relatively low cost.

Senator MOYNIHAN. Who is going to get us some information
about that? CDA is it?

Ms. HOFFERTF-. The National Association for the Education of
Young Childrenx here in Washington probably would be one of
those to contac:.
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Ms. MAYNARD. So I think we should look seriously at options for
improving the skills of individuals who are going to be doing this
family day care work.

Senator MOYNIHAN. How many individuals in the Nation? A mil-
lion? If you put a number on something you can learn a little
more. Is it 1 million?

Ms. MAYNARD. It's probably around a million.
Senator MOYNIHAN. About a million. A million people. Have you

ever seen a million people lined up in a row?
MS. MAYNARD. Well, you may not achieve 100-percent coverage

right away, but it may be worth starting.
Senator MOYNIHAN. Ten percent?
Ms. MAYNARD. Pardon?
Senator MOYNIHAN. Ten percent coverage?
Ms. MAYNARD. I don't know.
Ms. HOFFERTH. Some 2.7 million children actually are in non-li-

censed family day care home type slots, and that at a couple of
children per place, that would be around a million.

Senator MOYNIHAN. Yes. I had a million in my head. It's not
500,000 and it's not 5 million.

Ms. HOFFERTH. No. Around 1 million.
Senator MOYNIHAN. Maybe you would have a crack at running

the numbers for us, the Urban Institute. Do that and we will get
you a grant. Seriously. Give us an idea how many people are we
talking about?

Dr. BARNES. How many providers and what their characteristics
are.

Senator MOYNIHAN. Right.
Dr. BARNES. Because some of them are obviously going to have

characteristics that are higher than you've been discussing.
Senator MOYNIHAN. Of course. I mean there are places on Park

Avenue that do this for you, and you get Gestalt psychology
thrown in.

Dr. BARNES. You get that everywhere.
Senator MOYNIHAN. Give us the numbers. And then if you can

tell us whether there is going to be some elasticity if we get
changes in the market, and where are the next people likely to
come from, and will it generally continue the pattern or maybe
change the pattern?

Questions? Questions?
[No response.]
Senator MOYNIHAN. Even the Senate Finance Committee has

been known to have lunch from time to time.
Can we consider this a conversation begun? Senator Packwood, I

don't suppose you have appeared before him very often, he is an
immensely cordial man but not an effusive one. And what he said
he meant. It really did matter to us, the tone of your testimony
and the tenor and the content was very helpful, and we'd like to
stay in touch with you.

We're going to write a bill. We're probably going to have a bill in
this Congress on this subject. The Urban Institute was set up in
the context of the 1960's to work on problems of poverty, and you
have been very faithful, and Dr. Gorham, to do that. It was just 25
years ago this month that we took the OEO legislation to the
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House Committee on Education and Labor, and Bill Gorham was
then Assistant Secretary of Defense, as I recall.

So you have been very loyal to that purpose and you have re-
fined it. And we thank you. Mathematica has been a bit of an off-
shoot of those enterprises, those years, and I am glad to see you
have prospered. You certainly have made us think more carefully
about these matters.

So, Dr. Hofferth and Dr. Barnes and Dr. Maynard, we thank you
very much and we consider this a conversation begun. And, with
that, thanking our staff and our indefatigable reporter, the hearing
is closed.

[Whereupon, at 1:08 p.m. the hearing was adjourned.]
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The committee met, pursuant to recess, at 10:05 a.m., in room

SD-215, Dirksen Senate Office Building, Hon. Lloyd Bentsen (chair-
man of the committee) presiding.

Also present: Senators Pryor, Rockefeller, Packwood, and Dan-
forth.

OPENING STATEMENT OF HON. LLOYD BENTSEN, A U.S. SENATOR
FROM TEXAS

The CHAIRMAN. This hearing will come to order, with the full
knowledge we may have a vote in a very few minutes; but we have
our friend the distinguished Senator from Wyoming here, and we
would like to give him a chance to make his statement, and then
go on his way to the other responsibilities he has.

Today is the second day of hearings by this committee on child
care. Yesterday's hearings really sparked some spirited debate over
the issue of tax credits versus discretionary programs as a way of
meeting the child care needs of low-income families. We had some
interesting discussions of the child care standards issue. I expect
our witnesses this morning will continue the debate on the issues,
and we are looking forward to guidance from them in trying to de-
termine whether we finally end up with a bill that sets Federal
standards, or something that is much more discretionary on the
part of the recipient, in the form of some kind of tax credit.

I think there was a general conclusion and agreement that the
emphasis on whatever we do has to be on low-income working fam-
ilies, and on trying to assist them in meeting their child care
needs.

Yesterday we had several Members of the Senate and the House
of Representatives, and we will have some more this morning to
start today's hearings. We will also be having Hon. Elizabeth Dole,
Secretary of the Department of Labor, who will be appearing on
behalf of the administration.

We will be hearing from three expert panels who have come to
share their insight and experience in the field of child care.

Our first witness this morning is a former member of this com-
mittee, and who left this committee. [Laughter.]
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I am not going to comment on your judgment in that regard,
Senator, but nevertheless we are very delighted to have you back.
If you would proceed.

STATEMENT OF HON. MALCOLM WALLOP, A U.S. SENATOR FROM
WYOMING

Senator WALLOP. Thank you, Mr. Chairman.
As your distinguished ranking member said to the question of

why you should let me speak here, you didn't let me speak when I
was on the committee. [Laughter.]

I rejected that out of hand because, of all the places I was ever
treated fairly, I have got to say, sir, it was at your hands. [Laugh-
ter.]

I will give you my abject apology in private for all of this, but
these two days of hearings on child care continue the work begun
last fall by the Finance Committee on this issue.

Last September, you may recall, the committee held a one-day
hearing on child care tax credits, at my request, and that was the
first hearing by this committee since I had become a member of it
a decade ago.

My interest in it, frankly, Mr. Chairman, is the same interest
that everybody else has, that my State, as do others, needs child
care assistance-the people of my State do. And the ABC Bill will,
I think, in fact deny any kind of Federal assistance to the people of
Wyoming. They are a rural State.

I cannot imagine how a small town such as Dubois could qualify
under the terms and requirements that are contained in the ABC
bill and whatever regulations may be written into it, and we are a
State composed of small towns such as my own town of Big Horn.
It would mean that for any federally assisted day care we had
there, the parents of Big Horn would have to drive at least to
Sheridan before it was available to them.So, that was the genesis of
my interest in it.

Child care issues at the Federal level, at the time we held the
hearing last year, had been dormant since the early 1970's, when
an appropriately unsuccessful attempt was made to impose Federal
standards on day care centers. The resulting public outcry led to a
decisive defeat of that misguided attempt.

Historically, the development of child care resources had been
the responsibility of parents, of the States, and of the private
sector. Federal involvement came to life in 1976, when Congress ap-
proved the dependent care tax credit, a credit-as the committee
well knows-that is a capped credit and very limited in its impact
on child care services.

Renewed congressional interest in broader child care legislation
did not occur until several years ago, when Senator Hatch intro-
duced legislation to improve both the quality and affordability of
child care. Other proposals such as the ABC Bill were quick to
follow.

At the hearing last September, much time was spent on the ABC
Bill, and I noticed that the proponents have again appeared with
the same arguments on behalf of Federalizing child care. I do not
want to dwell on that bill, since it is essentially a problem for an-
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other committee. Instead, let me urge the Finance Committee to
devote its time to exploring another and more appropriate ap-
proach to the child care dilemma-through a tax credit solution.

So there is definite choice between the ABC attempt to establish
a national program of institutional child care administered and
funded by a Federal bureaucracy, versus the free choice alternative
promoted by tax credits. And I would argue that the tax credit is
the discretionary-not Federal discretionary but parental discre-
tionary-approach to child care.

In the last Congress I was the- original sponsor of a tax credit
proposal which expanded child care opportunities. It was an attrac-
tive concept, and many variations of it soon followed. Last week we
introduced a revamped version of my proposal, S. 761, with Sena-
tors Domenici and Durenberger from this committee as cosponsors.

Our legislation embodies several important principles which cor-
rect deficiencies in current law and certainly in the ABC approach.
Senator Domenici testified yesterday regarding the details of our
bill, so let me focus on its four principles:

First, it is based on the idea that freedom of choice is essential to
America's families in making child care decisions. This freedom or
this opportunity has two parts: The tax credit should be available
to all qualified working families at lower income levels, both those
in which one spouse works at home as an unpaid homemaker as
well as those wherein both spouses have regular employment.

As other witnesses have indicated, the decision of a parent to
remain at home has financial consequences-a sacrifice, if you will,
for the family. The foregone income of these families obviously
lowers their average income as opposed to those families with two
working spouses. Our tax credit, therefore, treats both types of
families equally, by making both eligible for child care tax credits.

Such credits also promote freedom of choice, by allowing parents
to choose, in their view, the most appropriate child care for their
children, because options are available from which to choose.

As I have said, our bill allows one parent to provide child care at
home; yet, another option is a neighbor, or a relative, or an elderly
woman down the street who, having raised six or seven children of
her own, is clearly capable of providing adequate and decent child
care in the view of a family. Or, clearly, there is institutional child
care, as well.

This is in stark contrast with the ABC Bill, which favors institu-
tional care.

Our second principle is that the credit is directed to low and
moderate income families. The current credit is absolutely a
Yuppie credit, in which virtually all benefits go to two-earner fami-
lies with incomes in excess of $32,000 annually. Low income work-
ing families with incomes just above the minimum wage receive
but three percent of the benefits from the current tax credit. The
ABC Bill will do little to help those families, since so much of its
funds will go to administrative expenses. Only 700,000 children,
fewer than the needs of California alone, will be helped by ABC,
while our bill will assist some 5 million.

Our third principle, Mr. Chairman, is that we have expanded
funding for the State and dependent care block grant. Funds will
be provided to the States to improve the accessibility and quality of
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child care. ABC, as I stated when I opened my remarks, will deny
assistance to many in America's rural areas. Accessibility should
and will, predictably, decline, not increase, under ABC.

Lastly, there are no Federal standards or mandates in our bill.
This committee will not be and should not be the forum for debat-
ing to discuss Federal regulations for child care. It is the stage for
debating the child care tax credit, which minimizes Federal intru-
sion in family affairs-a stage wherein the confidence of Congress
and the judgment of American families will be the major theme,
and not the confidence of Congress and greater government intru-
siveness.

The cost of our proposal? About the same as the Bush Initiative,
which was based on the bill I sponsored last year. Financing of the
new credit? It will have to be decided in the upcoming budget
debate, but it will be decided under any circumstances.

I believe we have put together a very useful child care credit,
and it is broadbased and efficient. Above all, Mr. Chairman, it is
optimistic.

The CHAIRMAN. Thank you very much, Senator.
Do you have any questions?
Senator PACKWOOD. No questions, Mr. Chairman.
The CHAIRMAN. Thank you very much. We appreciate your testi-

mony.
Senator WALLOP. Thank you, Mr. Chairman. It is nice to be back.
The CHAIRMAN. Nice to have you.
Our next witness will be Hon. Rudy Boschwitz, a U.S. Senator,

State of Minnesota.
Senator, we are pleased to have you.
[Senator Wallop's prepared statement appears in the appendix.]

STATEMENT OF HON. RUDY BOSCHWITZ, A U.S. SENATOR FROM
MINNESOTA

Senator BOSCHWITZ. Thanks, Mr. Chairman.
The CHAIRMAN. As you probably have noted, we have a 5-minute

limitation.
Senator BOSCHWITZ. I will try to stay within that, Mr. Chairman.

[Laughter.]
The CHAIRMAN. We will expect you to, Senator.
Senator BOSCHWITZ. I have a little different approach to child

care, Mr. Chairman, than do some of the others; I take quite a
pragmatic approach. I think that most child care providers begin
when they have children and decide they want to stay home with
them and yet need a second income, so they become child care pro-
viders. I want to prevent them from going underground and not re-
porting the income.

I know that the parent who wants to take the child care tax
credit will have to provide the Social Security number of the pro-
vider, but even that may not prevent them from going under-
ground. I want them to be licensed.

Minnesota has perhaps the most successful licensing experience
of any State. In population, Minnesota ranks 21st among the 50
States, yet in licensed child care providers we are second. So, we do
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have a pretty good track record, and we have been able to make it
work in Minnesota.

It is interesting that the bill that I will now speak about is a bill
that has been adopted by the Minnesota Licensed Family Child
Care Association.

The CHAIRMAN. Go ahead, Senator, within that 5 minutes, and
then we will have to leave.

Senator BOSCHwrrz. Right.
I have been involved, Mr. Chairman, in this whole business for

some time because I am the ranking Republican both on the Nutri-
tion Subcommittee of the Agriculture Committee, and also the
Small Business Committee. These child care providers really are
the essence of small business; they do about $15-20,000 a year in
volume.

So I won't sit and roll out a whole bunch of statistics and review
all of the details about Minnesota's experiences with child care. I
will only say that Minnesota has had a unique experience in the
sense that we have the largest number, other than California, of
licensed child care providers. We have a pretty good system. And it
is my intention, through the bill that I introduced, to see to it that
we license child care providers without creating a bureaucracy that
really drives them underground, which in my judgment can
happen very easily. The bill that I have introduced has several
facets to it that make licencing possible.

Again, the best kind of child care, in my judgment, comes when a
mother decides to stay at home and take care of her own children,
and then, because she needs a second income, brings in three, four,
five, six other children. And when her own children are in that
home, I think that you have the optimum of child care that people
can provide, and also the most economical child care.

First my bill has a refundable tax credit. This feature is now
fairly common, but I think that when I introduced my bill in the
last session it was the first one to have that.

In addition, the tax credit eventually phases out. If you have one
child, my tax credit phases out at an adjusted gross income be-
tween $35,000 and $45,000. For two or more children, it phases out
between $45,000 and $55,000. In that way we make the refundable
portion almost revenue neutral. By making it refundable in the
way the President's or Senator Packwood's bills do, it is of course a
cost to the Government. But by phasing out the tax credit for those
people with higher incomes, we reduce or eliminate much of the
cost to the Government.

Second, we provide a tax credit to parents who turn their homes
into a child care facility and need to make some improvements in
order to come up to a reasonable code-put in another bathroom,
or another exit, or do something in the basement. Our tax credit is
30 percent of the first $3,000 of remodeling, 20 percent of the
second $3,000, and 10 percent of the third $3,000.

Also-and I think that we are unique in some of these things-
my bill expands the child care food program. The child care food
program provides about 20 percent of the income for in-home child
care providers. The Hunger Prevention Act of last year gave Min-
nesota a pilot program. Family providers get reimbursed for an ad-
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ditional snack or meal. This is an important element of the pro-
gram.

If you want child care providers to be licensed, you have to give
them something which will not drive them underground.

My bill also has something which probably is outside of the pur-
view of this committee. It is a latch-key program, which would pro-
vide $50 million to elementary schools so that they can take kids
before and after school; also, a bookmobile program, so that a book-
mobile can go to the child care providers home and provide not
only books and tapes but some games and additional training for
the providers. The bookmobile provisions, I think, are also unique
to my bill.

Then we have a provision that provides $10 million to help post-
secondary schools-including junior colleges-where people go back
for training. When they have small children, having the small chil-
dren often prevents them, from really going back into college and
getting themselves off welfare, for instance.

So, all of these items have one thing in common-they are de-
signed to encourage in-home providers to go into the business, to
become licensed, and to stay in the child care business by using the
resources of the Federal Government, without creating a large Fed-
eral regulatory burden, which I think, again as a practical matter,
is going to drive these people underground and keep them from
getting licensed.

Our experience in Minnesota is a very, very good one. We have
11-12,000 licensed child care providers. They have rejected the ABC
Bill, specifically. They have adopted my bill, or bills like it.

I think that making it possible for women, principally women;
sometimes men, who have children to provide a second income for
their family is the best way to go. It is also a reasonable way to
provide child care at a reasonable expense.

The CHAIRMAN. Thank you, Senator. We are pleased to have you,
and we appreciate your contribution.

Now we will stand in recess here until we have a chance to vote,
then we will be back. That should be within the next 10 minutes.

[Senator Boschwitz's prepared statement appears in the appen-
dix.]

[Whereupon, at 10:21 a.m., the hearing was recessed.]

[AFTER RECESS]

The CHAIRMAN. If you will, please cease conversation.
Our first witness, after the recess, will be Hon. Christopher

Bond, a U.S. Senator, State of Missouri, who has had a long-time
interest in this particular subject.

We are very pleased to have you. Would you proceed?
Senator, since we have a number of your colleagues and several

panels of distinguished witnesses, we have asked that the witnesses
limit their comments to 5 minutes if they can.

STATEMENT OF HON. CHRISTOPHER S. BOND, A U.S. SENATOR
FROM MISSOURI

Senator BOND. Thank you very much, Mr. Chairman, and mem-
bers of the committee.



65

I want to thank you and commend you for your willingness to
hold the extensive hearings that you have held on the very impor-
tant question of child care in this Nation. I know that you have
had extensive hearings, and I welcome the opportunity to partici-
pate.

My own bill, the Choices for Children Bill, about which I wish to
speak today, does contain one tax credit provision. It was referred
exclusively to this committee, so I am here today to talk about the
bill, since this will be apparently the chief opportunity we have to
discuss it in committee.

As a former Governor, I have been deeply involved in the issues
of child care. And while there are many, many approaches-you
have heard much testimony-I would like to share some of my per-
spective on this issue with you.

You have listened very patiently to arguments for the so-called
"liberal" approach of the ABC Bill, and the so-called "conserva-
tive" approach of tax credits.

I was struck by the tremendous cost involved in both of these ap-
proaches, some $2.5 billion-a major commitment, at a time of
budgetary constraints, on an untested Federal commitment.

I would prefer and hope that this committee will understand
that perhaps we can do a better job, using public money to leverage
private dollars to come up with locally-based solutions. We cannot
go back to our constituents with the notion that the Federal Gov-
ernment once again is willing to claim an ongoing financial respon-
sibility for a major new social program.

As to the comments were expressed yesterday by Senator Coates,
I would support those comments, as I understand they focused on
the need to involve the private sector. We have seen many exam-
ples of how Federal money can be leveraged to achieve important
social needs with the cooperation of private, State, and local funds.

Now, I do not believe-contrary to some of my colleagues on my
side of the aisle-that a tax credit to low income families alone is
going to solve the problem. As my hometown newspaper, the
Kansas City Times, pointed out in response to the President's pro-
posal: "You can't use care if it's not available."

My proposal, which is cosponsored by Senators Danforth, Hatch,
and Stevens, contains several provisions designed to increase the
availability of child care through Federal seed money for neighbor-
hood child care providers, for extended day programs in schools
and, through a business tax credit for both for-profit and not-for-
profit organizations, to fund the startup costs and the construction
costs for day care facilities.

I do not believe that we should be sending the message that the
Federal Government can solve all of these problems with an un-
ending, ongoing pot of gold.

As I have returned to Missouri and talked a great deal about this
problem, I have found myself in disagreement with the Labor De-
partment, which issued a report which said there is not a nation-
wide shortage of child care. We found that a shortage does exist in
Missouri.

The Labor Department did say if one exists, it exists with respect
to latch-key children. These are children in school who have no
place to go after the school day is--over-elementary and junior
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high school students. We believe this is an extremely important
area to address because, even under the low Labor Department es-
timates, there are some 1 million elementary and junior high
school students who are unsupervised either before or after school,
and I think studies have shown that unsupervised children are far
more likely to get into trouble, to do drugs, to do poorly in school,
and thus not reach their potential.

As I talked to people in our State, we have come to the conclu-
sion that, given some funding up front for the startup costs, the
schools have the necessary infrastructure to develop and maintain
quality day care programs at very little if any net cost to them-
selves and at little or no cost, in the long term, to the Federal Gov-
ernment.

Missouri is one of the very few States which has chosen to use
limited discretionary funds to expand the supply of extended-day
programs and it has done so to great success. The schools of the
Twenty-First Century Program, modeled after Ed Zigler's compre-
hensive program, show that a small grant to fund start-up costs
can develop a program which can be paid for entirely by parent
fees. In Independence Missouri, not a wealthy area, the children
from low income families are assisted through a sliding fee scale,
and the program operates at no cost to the school district.

I believe that Dr. Zigler was right, schools of the 21st century
should be the direction we are heading.

I ask that a summary of my bill and a preliminary cost estimate
be made a part of this record.

I thank you, Mr. Chairman.
The CHAIRMAN. Senator, that will be done.
That is an interesting proposal, and I think it makes a contribu-

tion. We are pleased to have it.
Senator PACKWOOD. No questions, Mr. Chairman.
The CHAIRMAN. Senator Danforth?
Senator DANFORTH. I have a question, Mr. Chairman.
I have been to the Independence schools-you have, also. But

would you just explain to the committee what happens? What is
this latch-key program?

Senator BOND. Thank you, Senator Danforth.
Very briefly, in Independence and in other school districts we

have found that, for a grant of up to $3,000 to help with a survey of
need, the purchase of appropriate materials, the initial funding of
additional staff to run the programs, we are able to develop
through the schools a very effective program.

Now, some school districts may not want to run the program
themselves, and they have contracted with YMCA's or other local
providers. There are about 30 school districts in Missouri now en-
gaged in this latch-key program.

Probably our most shining example-as I have mentioned and
you have mentioned-are the Twenty-First Century Schools in the
Kansas City, MO, area, and school districts headed by a husband
and wife team of superintendents, the Drs. Henley. They have been
able, with a small private grant, to set up the latch-key program
for their children. They have found it to be very successful. There
have been inquiries from other States. Connecticut, I know, has
had many people looking at the program to see how it works.
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We find that it meets a very real need for parents. And I might
say, parenthetically and personally, were it not for extended day
care, my wife and I would be even more heavily burdened with the
responsibilities for caring for our second-grade child in the time
after schools. It not only meets our needs but it meets the needs of
many parents. In Independence, the Platt-R3, and the other dis-
tricts of Missouri, we think this is the way to go.

The CHAIRMAN. Senator, I appreciate that, and I think that will
be helpful to us. Thank you very much.

Senator BOND. Thank you, Mr. Chairman.
The CHAIRMAN. Our next witness is Hon. Clyde Holloway, a U.S.

Representative, State of Louisiana.
Congressman, we are pleased to have you.
Congressman HOLLOWAY. Thank you.
The CHAIRMAN. If you would, proceed, sir.
[Senator Bond's prepared statement appears in the appendix.]

STATEMENT OF HON. CLYDE HOLLOWAY, A U.S. REPRESENTA-
TIVE FROM MISSOURI, ACCOMPANIED BY CINDY HENNE-
BERGER, STAFF ASSISTANT
Congressman HOLLOWAY. Thank you, Mr. Chairman.
Mr. Chairman and distinguished members of the committee, as a

sponsor of the Holloway-Schulze Toddler Tax Credit Bill-let me
stop and say we introduced this bill on Monday, Tax Day, and al-
ready we have over 60 cosponsors, and I feel that we will have
more than 100 next week in the House-not only Republicans, but
members of the Democratic Party from all sections of the country.
So we are very pleased with the progress that our bill has taken in
the House already.

I have strong feelings about child care and appreciate the oppor-
tunity to testify about legislation which is under consideration by
Congress. I wish to address the need we face to pass legislation
which best serves the needs of all of our Nation's children and
their families, and not to discriminate against the majority of fami-
lies because of the conscientious choice parents make regarding
their children's care.

The first aspect of discrimination which I wish to bring to your
attention is one which is central to the ABC Bill, and any; other
legislation which is built on the model of directing grants to child
care centers instead of to the family.

The only children who can benefit from a policy such as this are
those enrolled in non-religious licensed day care centers. Yet, -this
amounts to only 7 percent of all the preschool children in our coun-
try. Why should we discriminate against the other 93 percent?

More than half of our country's preschool children receive full-
time care at home by their parents. These parents are making a
financial sacrifice in the form of foregone income in order to pro-
vide the best quality care for these children. It is unfair to penalize
these families by excluding them from any form of assistance. on
the contrary, their decision to provide full-time parental care for
their children is one which deserves the same level of support as
the decisions of other families to hire substitute care.
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Another 7 percent of our preschool children are in families in
which the parents juggle working hours to that at least one parent
will be available to care for the children. These families, too, would
be penalized by ABC-style legislation because they care for their
own children. An additional 4 percent of the children are cared for
by their own parents while working in their homes.

Only a minority of children receive non-parental care on a regu-
lar basis; but, even among this minority, most are not in settings
which would receive any form of assistance under ABC-type legisla-
tion. Eleven percent arc cared for by other family members, such
as aunts or grandparents, while their parents are at work. Thus,
the family is the main child-care agency for three-fourths of the
young children of this country. And most people would agree that
the family is the highest quality childcare agency possible.

Only one child out of four receives primary care from a non-rela-
tive. Yet, even among these children, whose parents have to hire a
substitute caretaker, the majority are in informal, non-licensed
family settings in the homes of neighbors or friends.

Finally, among the organized formal day care centers which pro-
vide primary care for about one child in 10 in our country, at least
one-third are sponsored by or based in churches. yet, these church-
based child care centers would be eligible for assistance under the
ABC Bill only if they forfeit any trace of their religious mission
and conduct strictly secularized programs-all the way down to
preventing children from saying "milk and cookie" prayers or
having or having a picture of the Good Shepherd on the wall.

The ABC style approach not only penalizes those families who
make sacrifices to care for their own children but also penalizes
those who, by their free choice, decide that the best substitute care
for their children would be in an informal family setting or in a
religious child care center. American families have made consid-
ered judgments about how their children should be cared for. Con-
gress has a duty to respect those parental judgments, not to reward
the few at the expense of the many.

Some have judged that the reason why more parents have not
freely chosen formal, licensed day care centers for their children is
that they cannot afford to make that choice. Yet, the evidence does
not support this. Comparative studies have not shown that large,
formal day care centers offer better care than smaller, informal
settings, and they are certainly not better than families. Nor are
formal day care centers significantly more expensive in general,
than the other child care options parents may prefer. We have no
business subsidizing one type of care to the exclusion of other
types, and we especially should not be excluding from benefits
those families who choose full-time parental care for their children.

Furthermore, to those who see an ABC-type approach as a means
of making center-based care more affordable, I ask: How do you
intend to cope with the skyrocketing cost of center-based care,
which will be the inevitable result of such a policy?

One of the key elements of this approach is the implementation
of nationwide licensing standards, and this will increase the cost of
center-based child care enormously. In my own State of Louisiana,
it is reliably estimated that it would cost $400 more per year in the
increase in child care.
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I will try to speed it up and get through as quickly as I can-I
only have a couple of minutes.

The ABC Bill, which takes a similar approach, is unsound. It to-
tally ignores the needs of the great majority of the families. The
Holloway-Schulze Toddler Tax Credit Bill, on the other hand, pro-
vides substantial assistance to all working-class and middle-class
families with small children. It does so in a way which enables par-
ents to make a completely free choice about the care of their chil-
dren.

I would also like to address one other discriminatory policy
today. The current Dependent Care Tax Credit contains the same
weaknesses as ABC-it discriminates against American families'
number-one choice in child care, the parent. This policy ignores the
fact that many of the parents who choose to care for their own
children are making a great financial sacrifice.

However, the Dependent Care Tax Credit goes beyond this by dis-
criminating against poor families in favor of the more prosperous.
A family who can afford to spend the maximum amount on child
care gets a much greater benefit than the family who does not
have the ability to spend as much.

Congressman Schulze and I have introduced legislation which is
fair to all families. Our bill provides up to $1,000 per child for fami-
lies to use in purchasing or providing care for their preschool chil-
dren.

The CHAIRMAN. If you could summarize, Congressman.
Congressman HOLLOWAY. All right. I am on the last page.
In short, our bill offers more for less than any bill in the House.
The CHAIRMAN. Thank you, Congressman.
Congressman HOLLOWAY. We appear successful and hope that

you all will look. We offer our bill to someone on the Senate side
who will choose to sponsor it. We feel it is the best bill out there
and available to the public today.

Thank you.
The CHAIRMAN. Thank you very much.
Are there questions?
Senator PACKWOOD. One question.
What is the source of your patterns of child care statistics?
Congressman HOLLOWAY. Well, they are published. Ask the ques-

tion one more time, sir.
Senator PACKWOOD. What is the source? The reason I ask is, I

find all kinds of varying statistics about how many people are at
home and how many in licensed day care. I am just curious about
what your source is.

Congressman HOLLOWAY. This came from the Heritage Founda-
tion, through a study done. I don't know if my staff member can
tell me where the study came from.

Ms. HENNEBERGER. The Heritage Foundation did a study on it.
Senator PACKWOOD. Can I just have my staffer call yours and get

that?
What is your name?
Ms. HENNEBERGER. Cindy.
Senator PACKWOOD. Cindy?
Ms. HENNEBERGER. Henneberger.
Senator PACKWOOD. All right. Thank you.
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The CHAIRMAN. There are no further questions. Thank you very
much, Congressman. We are pleased to have you.

Congressman HOLLOWAY. Thank you very much, Senator. We ap-
preciate the opportunity to be here.

[Congressman Holloway's prepared statement appears in the ap-
pendix.]

The CHm'mAN. Our next witness will be Hon. Elizabeth Dole,
who is Secretary of the U.S. Department of Labor. We are happy to
have her here.

Madame Secretary, we are very pleased to have you here this
morning. We know that you have a very full schedule and many
responsibilities, but I am sure this is one that is very high on your
agenda and your priorities, this question of child care.

What you have to give us in the way of information and guid-
ance, we will be very appreciative of having, and we are delighted
to have you in attendance this morning.

Are there comments?
Senator PACKWOOD. No comments.
We are happy to have you here.

STATEMENT OF HON. ELIZABETH HANFORD DOLE, SECRETARY,
U.S. DEPARTMENT OF LABOR, ACCOMPANIED BY TOM NEUBIG,
OFFICE OF TAX ANALYSIS, DEPARTMENT OF LABOR
Secretary DoLE. Thank you very much.
I am delighted to be with you this morning to have the opportu-

nity to present the administration's proposal on child care assist-
ance for working families. With me is Tom Neubig, who is Director
of the Office of Tax Analysis at the Treasury Department.

Mr. Chairman, children are the Nation's most precious resource,
one that the American people must invest in wisely. The quality of
life of our Nation's families and the continued competitiveness of
America in a global marketplace are both dependent on the care
we provide our children.

A number of dramatic changes have occurred over the past
decade which demonstrate the very real need for a public policy on
child care which is sensitive to the tremendous diversity in work-
ing families across America.

While almost 30 percent of married couples with children under
age 14 remain in so-called traditional families, where one parent
stays at home with the children, there has been a dramatic in-
crease in the number of families where both parents work outside
the home.

Women have entered the workforce at an astonishing rate in the
past several decades. Approximately two-thirds of mothers with
children under high school age are now in the workforce in either
full-time or part-time jobs.

There has also been a substantial increase in the number of fam-
ilies which are supported by a single parent, with particularly
acute needs among low-income families headed by women.

All of these working families have important child care needs,
needs that are individual, needs that are compelling, needs that
are important to the well-being of the child, the family, and the
employer. In responding to the child care needs of working fami-
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lies, the President developed a proposal based on four important
principles.

The first principle of the President's proposal recognizes the dif-
fering circumstances of today's families and provides a policy
which offers parents-the real child care experts-a choice in the
child care which is best suited to their needs. Parents are the best
judge of quality care and know what is in the best interest of their
children.

For those parents who need child care because they work outside
the home, again diversity is the order of the day. Parents want
choices and are expressing their preferences. According to a '1984-
85 Census Report, more than one-half of 26.5 million children
under age 15 with employed mothers are in school most of the time
their mothers are at work. One million of these are latch-key chil-
dren. Of the remaining 12.6 million children not in school most of
the time their mothers are at work, more than one-half of those-
that is, 54 percent, or 6.8 million-are cared for relatives. Some 23
percent are cared for by non-relatives in the child's own home or
another home, and 19 percent are in day care centers that include
churches, community, and non-profit centers. But people work
part-time, they work full-time, night-shift, day-shift, swing-shift-
one size does not fit all. Parents seek child care supervised by
people who share their values.

As you can see, there is a complex mosaic from which parents
choose. The President's proposal is designed to enhance parental
choice within that mosaic.

Thus, the President's second principle is that Federal policy
should increase, not decrease, the range of options available to par-
ents. The Federal Government should not become involved in i-
censing decisions, and Federal financial support should not be
made contingent upon State licensing decisions.

Let me say right there that, certainly, where States and localities
have regulations, we are supportive of what the States feel is nec-
essary, because they are the ones in the best position-States and
localities-to determine what is going to work for families. But we
are very much opposed to the Federal Government being involved
in standards and in the licensing process.

Certainly, churches play a vital role in making child care avail-
able. Neighbors, friends, and family members can provide excellent
care. Our policy should not discriminate against them as child care
providers nor drive them out of the market by imposing federally
mandated standards and paperwork requirements on them. Such
Federal intrusion will decrease the supply of care and increase
costs for parents. Federal policy should expand the range of choices
available to parents, not limit them through biasing Federal sup-
port toward one kind of care.

The President's third principle recognizes the fact that there are
7.6 million married couples with children today-some 30 per-
cent-in which one of the parents remains home to care for their
children. These families care for 7.4 million children under the age
of 6, and 7 million children between the ages of 6 and 13.-

It is the administration's belief that, in charting a course for
public policy in child care, the Federal Government should not dis-
criminate against these families who sacrifice the income of a
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second career for the mother to stay at home to care for the chil-
dren. Our tax credit may provide the marginal assistance for the
low-income mother who would prefer to be at home viith her chil-
dren, but feels she needs to work to make ends m~et. This tax
credit may empower her to reach that goal, to be able to choose
what she prefers to do, to stay home with her children. This can
provide the assistance that could make the difference.

Child care assistance is a concern particularly for those parents
who have the f-.west resources and thus the fewest choices in
making child care arrangements-low-income pare-.ts. The Presi-
dent's fourth principle is that assistance should be targeted to low-
income families, particularly those with young children.

Ie Federal Government currently provides assistance to fami-
lies through five provisions of tax law: the pers',nal and dependen-
cy exemptions, the standard deduction, the earned income tax
credit, the dependent care tax credit, and the employee exclusion
for child care benefits. As I will explain shortly, the President pro-
poses to amend the tax law further to target more assistance to
low-income families with children, to heJp them meet their child
care needs. The Federal Government also provides child care serv-
ices and assistance through a variety of programs, the largest of
which include the Social Services Block Grant and child care feed-
ing program.

The newest Federal legislation to respond to child care needs of
parents is the excellent Family Support Act, which emerged from
this committee. The Family Support Act recognizes that child care
is a key for low-income families to become independent of welfare.
It provides welfare parents access to child care, to transportation,
and to other services ne-essary to participate in an education or
training program or wor'-. It also provides 12 months of "transi-
tional" child care to AFL)C recipients who leave the welfare rolls
due to work.

In addition to these tax credits and services, the Federal Govern-
ment provides educational, medical, nutritional, and social services
to young disadvantaged children through the Head Start program.

Overall, the Federal Government already spends about $7 billion
on Head Start and child care through tax expenditures and more
than 40 specific programs and services. As I think you will agree,
Federal involvement in child cre is broad and responds to a wide
variety of needs.

But States, localities, and private employers have also responded
to changing demands in the workforce through child care assist-
ance. Twenty-nine States already provide child care assistance to
parents through their tax codes. Fifteen States provide resource
and referral information to parents and employers regarding local
child care options.

The realities of the workforce and the workplace have encour-
aged some private employers to offer assistance in child care, as
well. With the American workforce growing at a slower rate, and
business competing for workers, every benefit counts. By the year
2000, women will comprise over three-fifths of the new workforce,
and almost half of the workforce will be women. More businesses
are beginning, I believe, to realize that child care needs must be
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met if they are going to compete in an increasingly tight labor
market.

A recent Bureau of Labor Statistics survey of work places with
10 employees or more determined that some 61 percent had one or
more work practices, such as flexible work schedules and on-site
care, which help parents take care of their children.

Employers have responded enthusiastically to a program which
the Department of Labor has recently developed. The Work and
Family Clearinghouse is a computerized system used to assist em-
ployers in identifying the most appropriate policies for responding
to the dependent care needs of their employees seeking to balance
dual responsibilities of work and family. Such family responsive
policies have favorable bottom-line implications for employers, par-
ticularly in such areas as productivity, labor-management rela-
tions, and the ability to recruit and retain the most competent
workers in the projected tight labor market of the future. Informa-
tion on some 70 successful employer programs can be accessed by
businesses across the Nation which are interested in providing
child care assistance of their own.

Let me just add that, having looked carefully at that system,
what the Women's Bureau is doing there, I think it has tremen-
dous potential of being developed even further, and it can be a very
important resource for employers and employees.

Mr. Chairman, I would like to take a few moments now to de-
scribe the specific provisions, of the administration's proposal,
founded on the four principles I described earlier. They contain
four distinct parts which together enhance the range of parental
choices in child care.

First, the child tax credit. Assistance to low-income families, con-
taining at least one employed parent, would be expanded by
making a tax credit available to families with children under age 4.
The tax credit would equal 14 percent of earnings up to a maxi-
mum of $1,000 per child. The maximum credit would be phased
out, initially for families with income between $8,000 and $13,000,
and by 1994 for incomes between $15,000 and $20,000. The credit
would be refundable and would be effective for tax years beginning
January 1, 1990. Families would have the option of receiving the
refund in advance through a payment added to each paycheck.

Second, refundability of the dependent care tax credit. The Presi-
dent's initiative recognizes the unique needs of work-related child
care expenses by maintaining the current dependent care tax
credit. In addition, this tax credit for child care expenses incurred
would be made refundable, so that low income families, including
those with no tax liability, can get the benefit of the credit. Fami-
lies eligible for both the new credit and the dependent care credit
for the same child could choose whichever of the two credits best
benefits and suits their needs. The refundable dependent care
credit would be effective for tax years beginning January 1, 1990.

Parents want and need to make important choices about how to
best care for their children. Together, these tax credits provide the
greatest flexibility for family choice, and put more dollars directly
into the han& of low-income families eligible for the credits. The
tax credits allow parents to influence the direction of the market.
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While some proposals call for considerable government interven-
tion in the market, the tax credit approach is an excellent way to
provide assistance without extensive administrative overhead and
regulation.

Let me just say that these four principles are very important to
the President, and I think, as we look at other proposals, for exam-
ple, the ABC proposal, it seems to be inconsistent with the princi-
ples which we feel are so important, especially with regard to Fed-
eral standards, about which we have grave problems and concerns.

Some proposals advocate that our children march lock-step to an
institution where Washington sets the rules. But families have the
basic responsibility for the care of their children. We must careful-
ly support the role of the family in choosing the best care. The
child care needs of working-Americans can best be met by provid-
ing assistance to parents, not to providers; through State and local
regulations, not Federal standards; through community-based and
public-private partnerships, not Federal bureaucracies; and by pa-
rental involvement, not federally mandated procedures.

Excessive and costly government intrusion is the hardest on
those least able to afford its impact-low-income families.

Third, expansion of Head Start, the third principle in the four
parts of the President's program. The President also has proposed a
dramatic increase of $250 million in funding for the Head Start
program. These funds would be used to enroll up to 95,000 more
poor 4-year-olds in the program.

Head Start, of course, is much more than child care. However,
this expansion would increase the range of child care choices to
poor families, while giving their children a better start in life.

Fourth, the liability study. At the President's direction, I have
undertaken a study to determine the extent to which market bar-
riers or failures prevent employers from obtaining liability insur-
ance necessary to provide child care on or near their employees'
worksites. A working group has been established at the Depart-
ment of Labor to gather information about the problem on a na-
tionwide basis. And if our efforts uncover significant barriers
standing in the way of insuring prospective child care providers, we
will certainly recommend possible ways to address that problem.

Mr. Chairman, the administration stands ready to work with you
to craft acceptable legislation which is based on the four principles
I have outlined today, and I certainly look forward to that opportu-
nity. I hope that we can begin such a dialogue in the coming days.

Thank you very much for this opportunity to present the Presi-
dent's proposal.

[The prepared statement of Secretary Dole appears in the appen-
dix.]

The CHAIRMAN. Thank you very much, Madame Secretary. You
presented it in a very articulate manner.

As I look at the cost of the administration's program, it starts
out rather modest-some $200 million in 1990. But after that, it es-
calates quite rapidly, and by the year 1992, the estimate of the ad-
ministration is that it would cost $2.2 billion. By the estimate of
the Joint Tax Committee, it would cost approximately a billion
more than that, about $3.3 billion.

Secretary Doi. Right.
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The CHAIRMAN. How do you propose that we pay for that? You
know, we have got some real budget constraints, and we just had a
discussion with the President concerning this.

Secretary DoLE. Yes. Yes, indeed.
The CHAIRMAN. We have no agreement at all at this point as to

how the $5.3 billion in new revenues called for by the budget agree-
ment will be raised.

Secretary DoLE. Yes. And certainly, getting this deficit under
control is the most important thing that we can do for our chil-
dren. I am sure you would agree that if we pass on that legacy, we
are doing no favors for our children; we are asking them, really, to
sacrifice for us, rather than offering them the opportunity for an
even better life. So, first and foremost, we must get the deficit
under control, and we are certainly committed to that goal.

As the President put together his proposals and sent them to the
Congress, obviously he is looking at economic growth and the reve-
nue which that would produce, continuing economic growth. But
also, having made some modest reductions in certain programs to
allow for those which he considers his top priorities, certainly this
proposal would be included in his priorities. This is one of the ini-
tiatives which he has accounted for in planning his budget for the
coming year and in the outyears as well. He is committed to this
goal. He feels that there is a true need, with the number of women
who have come into the workforce over recent years, this tidal
wave of qualified women whicb I call "the quiet revolution," as
well as the nuraber of families who need some assistance with child
care, low-income families.

The CHAIRMAN. Madame Secretary, I think we are all in agree-
ment on the objectives and the concern. How are you going to pay
for it?

Secretary DoLE. Well, again, let me say that I have spoken with
Dick Darman, OMB Director, with regard to the recent budget
,agreement, and he assures me that this is considered within that
agreement, that there is room for the child care initiatives. The
outlay side has overtaken, of course, the Bush Budget in the agree-
ment, and this is primarily a matter of outlays rather than costs
on the revenue side.

So, we anticipate, in that budget agreer:.nt, that this child care
provision is included, and I am assured of that by the OMB Chair-
man.

The CHAIRMAN. Well, Madame Secretary, I understand what you
are saying, insofar as the $200 million is concerned. My concern is,
when we are talking about $2.2 billion or $3.3 billion by 1992,
where does it come from? Are you talking about just growth in the
economy? Or are you talking about additional taxes? Or are you
talking about cutting back on other priorities?

Secretary DoLE. Well, I think the President has already indicated
that we do have to adjust in terms of the priorities that a President
lays out as his goals, and this is one of his goals. This is something
he is committed to.

So, as we move forward, I think it is accommodated for in the
next budget, and this will be one of the priorities that he will want
to provide for. Modest cuts have been made in some programs to
make room for his priorities for this next budget, and we will con-
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tinue to look at how the financial situation can be arranged to
allow for priorities, as any President would want to do.

The CHAIRMAN. But at this point you don't have anything specif-
ic in the way it is paid for?

Secretary DOLE. Well, as I understand from the budget agree-
ment, it is a 1-year proposal that has been agreed to. Dick Darman
wanted a 2-year agreement. Senator Sasser and Congressman Pa-
netta were opposed to going beyond 1 year; but in section 13 of that
agreement it does spell out that, as soon as the budget resolution is
taken care of, they will move immediately to the next year.

The CHAIRMAN. But at this point you have nothing' specific as to
how it is going to be paid for.

Now, let me ask you another question on the subject of stand-
ards, Madame Secretary.

Secretary DOLE. Excuse me. I'm sorry. I just want to be sure that
I am understanding. You know that there are a number of budget
cuts, as I mentioned twice.

The CHAIRMAN. I am quite aware of that.
Secretary DOLE. Right. So I hope that is responsive to your ques-

tion.
The CHAIRMAN. I am not arguing with you over 1990; I am

asking you about 1992 and what you would anticipate in that
regard.

But let me get to another question, with the limitation on my
time, and that is the question of standards. I understand the Presi-
dent's very adamant opposition to Federal standards. We had quite
a bit of debate here yesterday over Federal standards and State
standards.

Now, the spokesman of the Governors, too, talked about the Gov-
ernors' opposition to Federal standards. But as we probed and lis-
tened to him, it appeared that there might be some area of compro-
mise if we talked about some incentives for States to try to im-
prove child care, and possibly moving toward some model stand-
ards.

Do you think there is any area of possible compromise there, in-
sofar as the Federal Government establishing model standards?

Secretary DOLE. Mr. Chairman, again, I think that, whether it is
guidelines, model standards, or something more than that, it re-
quires reams of regulations, reams of paperwork, the floor usually
becomes the ceiling. I think it is sort of the camel's nose under the
tent, that we are better off to move forward relying on the States
and the localities to use their good judgment with regard to what is
going to be best. Almost every State at this point does have some
oversight of child care. In some cases, the standards are more rigor-
ous than others, but I think the States are fully able to be respon-
sive.

I think that this, as I say, is really kind of starting down a road
that we would prefer not to; it usually doesn't end there, with a
model or with model standards or guidelines.

The CHAIRMAN. Thank you.
Senator Packwood?
Senator PACKWOOD. Madame Secretary, I hope you wouldn't be

too quick in trying to figure out how we pay for this in 1992, be-
cause it allows everybody else who has a bill that costs about the
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same amount of money to say, "We will pay for it the same way
the administration dos."

Secretary DOLE. Right,
Senator PACKWOOD. And so long as that is rather obtuse, we are

all under the same tent. [Laughter.]
There are a few-I will give them the credit for courage-who

pay for their bills by cutting off the top limit of the present de-
pendent care credit. We went through that in welfare reform last
year, and tried to do it, unsuccessfully. I wish them luck, but we
did not have any success last year.

Let us go back to the standards. In our work, compromise goes
on all the time. There is some talk among the ABC people that
they will give in on the national standards-not have national
standards per se, but would say the States "shall adopt standards,"
and they will list four or five areas: class size, educational qualifi-
cations of the provider, care giver, child ratios. They don't say 1:5,
1:10, 1:15; they don't say anything on these proposed ratios. Would
you be opposed to that?

Secretary DOLE. Senator Packwood, I think it is preferable that
we leave the States to determine, without any Federal direction,
what they feel is in the best interests of the people there.

Senator PACKWOOD. I agree with you on that.
Secretary DOLE. They are closest to the problems.
Senator PACKWOOD. Can we assume that the President would

probably issue a minimum-wage type of veto statement if any bill
were to approach the subject of mandated or even suggested model
Federal standards?

Secretary DOLE. Let me put it this way: The President feels very
strongly about the four principles: that we provide the opportunity
for parents to have as many choices as possible; as much diversity
as possible in the market, that they choose the kind of child care
that is best for their families; that it be targeted to the lowest
income, who really need help with that child care; and that the
mother who chooses to work at home or who would prefer to if she
had a little extra help, the very poor mother, be allowed to do so.
Those principles he is wedded to, and he feels very strongly about
Federal standards, that that is not the approach, not the right way
to go.

He is also very much wedded to the tax approach, because
through the tax approach-and I am delighted that there is a great
deal of support for that approach in this committee and in the Con-
gress-we can serve more people than we can, say, under the ABC
approach.

So, these are the principles that he is supporting and feels very
strongly about.

Now, what I would like to do is to leave the message that we
want to work with the Congress. And rather than talk veto, I
would like to talk child care today. I have laid out the principles,
and I hope that message is received, and that we go from here to
try to work out with the Congress an acceptable proposal that will
get this money flowing as soon as possible to the parents who need
it.
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Senator PACKWOOD. If you leave so much as a scintilla of an
opening that you might accept some kind of Federal standards, you
will get there.

Secretary DOLE. The President is adamantly against Federal
standards.

Senator PACKWOOD. Thank you. I have no other questions.
Secretary DOLE. Adamantly opposed.
Senator PACKWOOD. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Rockefeller?
Senator ROCKEFELLER. Thank-you, Mr. Chairman.
Madame Secretary, in your proposal, the President's proposal,

there would be a maximum child care tax credit of $1,000.
Secretary DOLE. Right. That is per child under the age of 4.
Senator ROCKEFELLER. Right. And, generally speaking, you could

say that day care in this country costs $2,500 to $3,000 a year. My
question to you is, why are you confident that the $1,000, which is
the maximum which can go to the family, for whatever purpose
they may want to spend it on-will actually help families with
child care expenses? The $1,000 is a maximum-is that because of
the interest in having a low budget figure for the first year, or
what?

Secretary DOLE. Well, I think there are a number of things that
need to be addressed there. First of all, in terms of what the aver-
age child care cost is, the Census figures indicate clearly-and this
is backed up with other data-that about $2100-$2200 is the
number that we should be focused on there. So, our provision
would allow just about half of child care expenses.

Now, obviously we do have a deficit, we do have-a budgetary
problem and parameters that have to be placed on this; so, we are
operating within those parameters. But what I would like to point
out is that, if we take the ABC provision-let us use that for a
moment--

Senator ROCKEFELLER. Madame Secretary, I am aware of that
bill. I wanted you to respond to my question.

Secretary DOLE. Yes. Our proposal would serve about three to
four times as many people, Senator Rockefeller, as that proposal
would provide services for-three to four times as many people.
What we are concerned about is that every single person up to the
income level eventually of $20,000 and immediately of $13,000 in
income would receive some help for each child that is under the
age of 4.

Senator ROCKEFELLER. And I understand the concept of serving
as many people as possible and as many poor people as possible;
but, again, I return to the question which I asked, and that is: If
there is a maximum of $1,000, and the $1,000 does not by definition
have to be spent on children, it just goes to the family-are you
confident that this money will help poor families pay for child
care?

Secretary DOLE. I guess I am not willin to assume that because
a family is poor, that somehow they don t have the love and the
concern and the care and the nurturing for their children that
other families would have.

Senator ROCKEFELLER. Well, I think that is a good and political
answer, Madame Secretary; but my question remains: If $1,000 is a
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top limit, why am I not convinced that $1,000 is enough to really
make a difference?

Secretary DoLE. Well, it is half of the amount that a family
would have to pay. I think it is important to know that 54 percent
of families who make under the income level-of-$15,000 do not pay
in the form of a receipt which could be used, say, for the dependent
care tax credit. They do not pay directly for child care-54 percent
of those who make $15,000 and under. Now, there may be bartering
arrangements, there maybe burdens on the family to engage in cer-
tain helpful activities in return for their child being taken care of
without direct payment; but I think what we are trying to do is to
look at the variety of ways that low-income families take care of
their children and provide assistance. And I believe that taking
care of half of the amount that they would have to pay, if they are
paying cash, is a substantial benefit to those families.

Senator ROCKEFELLER. May I ask one more question?
Secretary DOLE. And their child care may involve--
Senator ROCKEFELLER. If I have time.
Secretary DOLE. All right, I will stop and let you go ahead. Fine.
Senator ROCKEFELLER. On page 7 of your testimony you talk

about the Work and Family Clearinghouse computerized system.
You say that it "assists employers in identifying the appropriate
policies responding to dependent care needs of their employees," et
cetera. Now, I think that is a very good idea. I can see that work-
ing for larger companies. I am interested, number one, in how do
they access into this computer system; and, number two, those
companies which are sraall and medium size and which may not
have the computer capacity, et cetera, are they somehow treated
differently in this access?

Secretary DOLE. Yes. As a matter of fact, we have underway
right now a special project to reach small business men and
women. I would be happy to get the details of that to you. This
does provide for employers to call to get information, and as I men-
tioned, I think it has potential for much, much more than it is
doing now. I intend to very definitely work to see how we can ad-
vertise this, how we can make people aware that these services
exist, and work through a number of different channels to raise the
visibility of this service, because I think it really can make a big
difference. It has an excellent data base.

Senator ROCKEFELLER. Thank you, Secretary Dole.
The CHAIRMAN. Senator, I don't want to limit you if you have

anX further questions.
Senator ROCKEFELLER. No. That is fine.
Senator PACKWOOD. No more, Mr. Chairman.
The CHAIRMAN. Thank you so much for your testimony. We ap-

preciate it.
Secretary DOLE. Thank you very much.
The CHAIRMAN. It is good to have you here.
Secretary DoLE. Thank you.
The CHAIRMAN. Next we will have a panel consisting of Mr.

Robert Dugan, director, office of public affairs, National Associa-
tion of Evangelicals; and Dr. Richard Land, executive director of
the Christian life commission of the Southern Baptist Convention.

If you will, please come forward.
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We are very pleased to have you, gentlemen. I am sorry that I
have some conflicting commitments, but I am delighted to have
you.

Mr. Dugan, if you would, proceed, please.

STATEMENT OF DR. ROBERT P. DUGAN, JR., DIRECTOR, OFFICE
OF PUBLIC AFFAIRS, NATIONAL ASSOCIATION OF EVANGELI.
CALS, WASHINGTON, DC
Dr. DUGAN. Mr. Chairman and members of the committee, the

National Association of Evangelicals is grateful for the opportunity
to testify on the child care issue. NAE is an association of some
50,000 U.S. churches with a constituency of 15 million.

I would like to highlight my testimony and, with your permis-
sion, request that the full text be part of the record.

The CHAIRMAN. That will be done.
Dr. DUGAN. There is no question where the NAE stands on-this

issue. At its annual convention last month, our association unani-
mously adopted a resolution which early noted the irony that gov-
ernmental involvement in the field of child care has the potential
to undermine the nurturing of children while appearing to solve
the child care problem.

Our resolution sets forth three principles: first, that the Federal
Government should leave to parents the choice of how to care for
their children; second, that the Federal Government should concen-
trate any child care assistance in the form of tax credits to lower
income families and should not discriminate against women who
choose to work in the home; third, that the Federal Government
should not establish credentials or guidelines for the provision of
child care that would favor secularized child care.

These principles clearly imply opposition to the Act for Better
Child Care Services and its variants, and, conversely, imply sup-
port for a tax credit approach upholding parental choice.

The ABC Bill was greeted with what seemed to be virtually uni-
versal approbation. Indeed, the well-orchestrated parade of horror
stories and worst-case scenarios achieved the desired effect-an at-
mosphere of inevitability. Something simply had to be done, we
were told, before the child care crisis paralyzed working America.
We were left wondering how toddlers had ever managed to emerge
unscathed.

Fortunately, the jury is still out on the proper way to handle the
child care issue. Our reference to the alleged preschool child care
"crisis" indicates that we remain unconvinced. The 1987 Bureau of
the Census Report "Who's Minding the Kids" is eye-opening.

But to suggest that the child care crisis may not live up to its
billing is not to suggest that all is well on the home front. Legisla-
tive initiatives that would lessen the Federal tax burden on the
family, like tax credits, are critical.

We oppose legislation that discriminates against the parental
choice, often at some sacrifice, for a parent to care for a child at
home. It is charitable to characterize as "misguided" present tax
policy which denies child care tax benefits to low-income, single-
earner traditional families with small children while granting
them to two-earner families with double the income.
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The tax credit approach seems especially desirable because it
preserves, intact, parental choice. To hear some educational expert
pontificate, one would think that parents don't know what is best
for their children. They do. Parents are way ahead of whoever is in
second place as judges of child care arrangements.

The tax credit approach is also to be preferred, because it avoids
possible constitutional problems raised by programs of direct aid to
church-related child care centers. Government programs that are
wholly neutral in offering financial assistance to a class defined
without reference to religion do not violate the Establishment
Clause, because any aid to religion results from the private choices
of individual beneficiaries.

This matter of religiously-oriented child care is reason enough,
standing alone, to reject the ABC approach which excludes such
care from benefits. Discrimination against parents with religious
convictions who entrust their children to church-based child care
seems especially unseemly in a nation whose very motto is "In God
We Trust."

Apart from the hostility of the ABC approach to church-based
child care, we question the wisdom of government as National
Nanny

One group not buying a negative view of maternal care at home
is an organization devoted to mothers who choose or would like to
choose to stay home to nurture their families. Their views on the
child care issue are set out in the persuasive report "Mothers
Speak Out on Child Care." To ensure that this committee and its
staff have the benefit of their insights, with your permission, Mr.
Chairman, I would like to see it included in the record.

Senator RocKEFELLER. It will be done.
[The report appears in the appendix.]
Dr. DUGAN. I hope the committee will note especially what these

mothers regard as the common misconceptions about this crisis.
Amid all the testimonies and hype, the mother at home seems to
be the forgotten woman.

To summarize evangelical conviction:
A tax credit approach does not restrict parental choice to li-

censed professional care providers while excluding trusted rela-
tives, friends, or neighbors as providers, and thus it is genuinely
pro-family.

A tax credit approach must not provide benefits for two-income
families while denying them to parents who sacrifice to care for
their children at home, to be considered genuinely pro-family.

A tax credit approach not restricted to defined categories does
not provide benefits for patrons of commercial day care centers
while denying them to parents who, out of conviction, choose reli-
gious day care, and thus is genuinely pro-family.

Thank you, Mr. Chairman.
Senator RocmKEFLLFR. Thank you, Mr. Dugan.
Dr. Land?
[Dr. Dugan's prepared statement appears in the appendix.]
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STATEMENT OF DR. RICHARD D. LAND, EXECUTIVE DIRECTOR,
THE CHRISTIAN LIFE COMMISSION OF THE SOUTHERN BAP.
TIST CONVENTION, NASHVILLE, TN
Dr. LAND. Thank you.
I am very pleased to be here as the executive director of the

Southern Baptist Convention's Christian Life Commission. I would
like to summarize my testimony. It has been submitted to the com-
mittee, and I would like to ask that it be made part of the record.

Senator ROCKEFELLER. It will be done.
Dr. LAND. Thank you.
The Southern Baptist Convention is the largest Protestant de-

nomination in the United States. It is composed of approximately
37,000 cooperating churches which have approximately 14.8 million
members. The Christian Life Commission, of which I am the execu-
tive director, is the agency of the Convention that is charged with
the responsibility of expressing to our Nation's leaders particular
viewpoints embraced by Southern Baptists on moral and social
issues.

The constituency which I serve expresses itself on moral and
social issues through resolutions adopted at annual meetings of the
Southern Baptist Convention. Our 1988 convention adopted a reso-
lution on child care legislation. While we have had considerable di-
versity within our midst on many issues in recent years, this reso-
lution was adopted without any apparent opposition being ex-
pressed.

The perspective on child care represented by our Southern Bap-
tist Convention resolution is not a proposal, as such, but, rather,
three criteria for evaluating proposals. These criteria are as fol-
lows:

1. Does the proposal emphasize a tax incentive approach to the
problem?

2. Does the proposal emphasize State and local as opposed to Fed-
eral regulation?

The regulation of child care is an activity which is best conduct-
ed by State and local authorities. To the extent that any Federal
regulatory role is developed in the area of child care, a dual system
of State and Federal regulation would exist.

3. Does the proposal target the benefits to those demonstrably in
need of new assistance?

Various pieces of legislation being considered today have many
positive qualities: they will be efficient in delivering monetary
relief and assistance to families, they will not require an extensive
network of regulation, they will not create a new level of Federal
bureaucracy, and they will help keep the focus of child care in the
family.

The child care issue is a social issue, but it is first and foremost a
family issue. The most meaningful Federal role in dealing with the
need for child care is to enable the families of America to care for
their own.

One way that many parents choose to prepare their children for
the complexities of growing up is to provide home-based child care.
These parents believe that the development of values in early
childhood will provide a more stable personality as the child ma-
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tures and eventually enters the public domain of education. Home-
based child care is an integral part of this parent-child relationship
for many parents. Our social policies, and therefore our tax struc-
tures, should make the option of home-based child care as realistic
as possible.

Additional tax incentives can in fact provide the option for home-
based child care. Parents pay about $3,000 a year per child for
care. With the median salary for full-time working women at about
$16,200, even modest increases in tax incentives for home-based
child care can be adequate to provide the opportunity for meaning-
ful choice.

Almost any approach to child care, if not tied to a tax-incentive
approach, would discriminate against and penalize financially
those who prefer home-based child care.

To the extent that we do anything new in the area of child care,
we must consciously and compassionately do it for those children
in families with the greatest need. If a new program is established,
the program must be precisely targeted for those families with
income levels near or below the family poverty level. I urge you to
make a family tax credit the cornerstone of any child care legisla-
tion considered.

In my particular constituency, the Southern Baptist Convention,
we address ourselves to moral and social issues through the Chris-
tian Life Commission. We do not address religious liberty issues
and Church-State issues through the Christian Life Commission
but, rather, through the Baptist Joint Committee on Public Affairs.
The Baptist Joint Committee has submitted testimony. Oliver
Thomas, who is General Counsel for the Baptist Joint Committee,
of which I am a member, is here today, and I would like to just
quote one segment of his testimony, which has been submitted to
the committee, concerning tax credit proposals:

"Unlike child care welfare programs, child care tax proposals
generally do not raise significant constitutional problems. For ex-
ample, few would question the legality of the dependent care credit
that is available to working parents, regardless of whether the
child care they purchase is sectarian or non-sectarian, family- or
center-based."

We have heard a lot of testimony about a significant percentage
of child care in this country being provided by church-based provid-
ers. Any proposal that would go beyond tax credits would encoun-
ter significant Church-State problems for many Baptists.

Thank you very much.
[Dr. Land's prepared statement appears in the appendix.]
Senator ROCKEFELLER. Thank you very much, Dr. Land and Dr.

Dugan.
I am interested in what it is about the Federal Government that

you think is useful with respect to family life or children. For ex-
ample, I would make the assumption that in nutrition programs
there are standards as to what it is that kids can and cannot be
served, and that is federally mandated. That is just an example.

Now, when standards come to day care, it is a subject of great
controversy, and a subject which I am looking at carefully, myself.
I sense in both of your testimonies a real sense of fear about the
Federal Government getting involved at all.
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I was president of a Methodist institution, West Virginia Wesley-
an College, for a number of years and every single building on the
entire campus with the exception of the church had been paid for
primarily by the Federal Government.

In a sense, what I want is your view towards the Federal Govern-
ment, where you think it can or cannot make a contribution with
respect to children and their care.

Dr. DUGAN. Senator, I do not admit a negativism generally
toward the Federal Government; I, myself, once ran for Congress-
unsuccessfully, I must add.

Senator ROCKEFELLER. Well, people often do that so they can di-
minish the effectiveness of the Federal Government.

Dr. DUGAN. Well, my motivation might have been better than
that.

But in this area, our chief concern as Evangelicals is that, when
government sets standards, it somehow sees a kind of separation of
church and State that precludes or at least discriminates against
parents who might wish to have religiously-based day care, and
that is one of our prime concerns. When it comes to nutrition, of
course, that element does not enter in at all. My general spirit is
one that favors control of education at the local level as superior
and more inclined to meet the needs of the local community, and,
by the same criterion, favoring control of day care standards at the
local level according to community desires and individual parents'
desires, rather than a standardization across the Nation.

Senator ROCKEFELLER. And I understand that.
What would happen, for example, if certain localities were not

properly equipped to make appropriate determinations on child
care standards?

I can think of several cases where, in fact, quite poor decisions
were made, not because they chose to but because they simply
didn't have the resources to make good decisions. So many people
argue that there should be a Federal "safety net." What that
means, I presume, is that at some point there has to be some kind
of minimal standards which protect children as a whole.

Now, for the purpose of this question, I'm not saying there has to
be a Federal standard. Your confidence is based upon wise and
good decisionmaking by the American people in general with re-
spect to day care, and I just wondered if you could philosophically
respond-either one of you two.

Dr. LAND. Well, I think if you have a situation of a locality like
that, that is why the Southern Baptist Convention resolution,
which -governs the testimony which I gave, talked about the fact
that we express our belief that institutional child care is most ade-
quately regulated by local and by State government, and that
within a State you would have a safety net; that unless it could be
shown that there was some basic constitutional right that was
being deprived a child, which is protected under the Federal Con-
stitution, these things are best dealt with in terms of regulation;
that there needs to be basic regulation, but it is best done by those
people who are elected at the local level and at the State level
rather than at the Federal level.

Of course, on the Church-State question, once you start dealing
with direct Federal money as opposed to tax credits, it seems that
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historically there is an inevitable Federal regulatory role which
would present serious Church-State questions.

The example you use of the Methodist campus in West Virginia
of which you were president was a very good one, and it is one
reason why there have been many controversies among Baptists
about whether they should take that kind of Federal assistance, be-
cause with it comes constraints-constraints which most Baptists
would be very sympathetic to. If you are going to use Federal tax
money to build a building, it certainly would put constraints upon
what kind of sectarian uses to which it could be put.

But I think, on even a different philosophical level, the question
that we would ask is: What Federal question is presented? Is there
a Federal question presented? And it would seem to me that, his-
torically, in child care we have made a decision in this country
that that is something which is best left to local and State govern-
ment. And there are certain proposals before the Congress which
would vastly expand the Federal role and Federal monetary par-
ticipation and regulation in child care.

We think that that would be counterproductive, and that the
best way that the Federal Government can be involved is by
having a tax structure which does not subsidize some mothers at
the expense of other mothers and targets assistance, giving the par-
ents maximum discretion in the way in which they would use that
assistance, through tax credits, which historically has been dealt
with differently by the courts than has direct Federal subsidies or
direct Federal grants.

Senator ROCKEFELLER. Thank you.
Senator Packwood?
Senator PACKWOOD. Gentlemen, I might answer Senator Rocke-

feller's question. There are areas where the Federal Government
has a legitimate purpose, and it is not a threat to the independence
of thought or to the diversity of morality in this country.

I have no objection to uniform Federal highway standards. I have
no serious objection to uniform Federal aviation safety standards.
As a matter of fact, I think it would be a step backwards if every
State had their own aviation safety standards and we attempted to
fly across the country and land.

But where I have great fears is where the Federal Government
would have a tendency to impose uniformity of thought. That is
dangerous.

Ten years ago in this committee, Pat Moynihan and I fought a 4-
year unsuccessful battle to try to encourage the use of tuition tax
credits for sectarian schools. Witness after witness said-and you
found this especially true of religious schools in inner-cities--they
were doing a sensational job educating poor children. Many of
them said they could not keep going.

Recently, of course, the Catholic Diocese has announced in Wash-
ington that three of their principal high schools are going to close;
they cannot keep them open. Pat sent a wonderful and poignant
note with the story and said, "We tried to warn them."

There would be nothing better for this country than if we could
encourage a thousand religions with a thousand day care centers,
each teaching the children that particular religion. That would be
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safer for our civil liberties than any uniformity that might come
from mandated Federal standards, however well intentioned.

You are absolutely right. I have thought and tried to figure, and
I have heard the apologists for the ABC Bill try to explain to me,
how they can give money to religious day care centers. They
cannot constitutionally give money to genuinely religious day care
centers. I don't care how they attempt to explain it. And I think
your position is absolutely solid: If we do not allow money to be
used to encourage-not just to save and hope they don't fail in the
next 5 years, but to encourage-the proliferation of day care cen-
ters of different religious thought, then in my mind this bill is woe-
fully lacking.

Now, ironically, sometimes I think I am digging my own grave in
this, because I often find that many of your adherents are the kind
that on occasion come to this Congress and do want imposed some
national standards in a variety of areas that I would strongly dis-
agree with, and they do not mind the national standards in some of
those areas, even though there are straight-out issues of morality
or straight-out issues of thought. But that is an occasion for an-
other debate and another battle.

Lord Palmerston once said-or maybe it was Russell Long; I get
them confused--[Laughter.]

Senator PACKWOOD [continuing]. That you have no permanent
friends in this business, just temporary alliances. And today I find
myself happily allied with you. I doubt that will be a continuing
relationship, but--[Laughter.]

Senator PACKWOOD [continuing]. I am very satisfied with it today,
and I appreciate your coming.

Dr. LAND. Thank you.
Mr. DUGAN. Thank you.
Senator ROCKEFELLER. Thank you, gentlemen, both, very much

for appearing. We appreciate it a lot.
Dr. LAND. Thank you very much.
Mr. DUGAN. Thank you.
Senator ROCKEFELLER. The next panel consists of Gerald McEn-

tee, the president of the American Federation of State, County and
Municipal Employees; Ms. Nancy Duff Campbell, managing attor-
ney, National Women's Law Center; Ms. Barbara Reisman, execu-
tive director, Child Care Action Campaign; New York.

We welcome all of you. When you are settled, Jerry, we would be
glad to hear from you.

STATEMENT OF GERALD W. McENTEE, PRESIDENT, AMERICAN
FEDERATION OF STATE, COUNTY AND MUNICIPAL EMPLOY-
EES, WASHINGTON, DC, ACCOMPANIED BY JERRY D. KLEPNER,
DIRECTOR OF LEGISLATION
Mr. MCENTEE. Good morning.
Mr. Chairman and members of the committee, my name is

Gerald W. McEntee, the President of the American Foundation of
State, County and Municipal Employees, AFL-CIO. I am also a
Vice President of the National AFL-CIO and Chairman of a com-
mittee of the AFL-CIO Executive Council that was established last
February on the needs of the working family.
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I want to thank you for the opportunity to testify on behalf of
AFSCME's 1.2 million members and the millions of members of the
affiliates of the AFL-CIO on a vital issue of concern to working
parents-access to quality and affordable care for their young chil-
dren, when they work outside the home.

Over the last several decades we have witnessed a dramatic rise
in the demand for high quality, affordable child care as more and
more women with children began working outside the home.

AFSCME's membership reflects these profound changes in the
American workforce. Half of our 1.2 million members are women.
About 40 percent of our women members have children under 18,
and over one-quarter have children under 12. The need and
demand for an adequate child care system in this country is clear.

This committee is considering numerous tax credit proposals in-
tended to ease the burden on poor and low-income families.
AFSCME supports expansion of the Earned Income Tax Credit and
the Dependent Care Tax Credit, but not as a substitute for compre-
hensive child care legislation.

We believe that expanded and refundable tax credits will provide
some financial assistance to working parents seeking out-of-home
child care.

However, they will not address a key concern of working fami-
lies-quality. Nor will they improve our woefully inadequate child
care infrastructure. We believe that the only comprehensive child
care legislation pending in the Senate is Senate bill 5, the Act for
Better Child Care. Only the ABC Bill addresses the three issues of
affordability, availability, and quality.

Tax credits do not directly increase the supply of child care, and
they do not set standards needed to ensure that quality care is pro-
vided.

It seems somewhat ironic to me, all this concern about Federal
standards, when just a short period of time ago the Congress en-
acted and set standards for nursing homes, taking care of our sen-
iors all across the country. We think that the same principle appli-
cations should certainly pertain to the children of this country.

Both a recent Lou Harris poll and a voter survey conducted by
Peter Hart and Linda DuVal for AFSCME support our belief that
all parents, no matter what their income, want access to quality
child care. To achieve this, we must develop and enforce Federal
standards. We must also raise the status of the child care profes-
sion by improving the compensation provided to child care workers.

A recent report of the Task Force on Children of the National
Governors Association states that steps must be taken "to increase
salaries in the child care industry. Salaries for child care workers
are notoriously and artificially low, resulting in very high turnov-
er, which is indeed detrimental to the stability of the centers and
the children."

We believe that the ABC Bill is the only legislation before the
Senate that will meet the child care demands of America's working
families. We hope that the Senate will act soon and act favorably
on this legislation.

I want to thank the committee for this opportunity to testify,
and at the appropriate time we will be prepared to answer any
questions that the committee may have.
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Thank you.
[Mr. McEntee's prepared statement appears in the appendix.]
Senator ROCKEFELLER. Thank you.
Ms. Campbell?

STATEMENT OF NANCY DUFF CAMPBELL, MANAGING ATTORNEY,
NATIONAL WOMEN'S LAW CENTER, WASHINGTON, DC

Ms. CAMPBELL. Thank you, Mr. Chairman. I am happy to be here
today. I am going to summarize rather than read my testimony.

The National Women's Law Center believes that, although sever-
al of the tax credit proposals that are pending before this commit-
tee would provide important income support to low-income families
with children, neither they nor increased Title XX funding can ad-
dress the fundamental child care problems that these families face.

As we state in more detail in our testimony, nothing less than
comprehensive child care legislation that addresses the critical
issues of quality, availability, and affordability will help these fami-
lies and provide them with meaningful assistance.For this reason
we support the ABC Bill, which has been carefully crafted to ad-
dress these issues.

With respect to the tax proposals, there are two tax credits in
current law that are relevant to any evaluation of the proposals
pending before this committee. They serve different purposes,
which must be remembered in comparing other proposals to them.

The Dependent Care Tax Credit serves three purposes:
It recognizes that child care is a large and socially useful expense

for working families, and that Government should help families
meet that expense, especially low-income families. It promotes hori-
zontal equity in our tax law-that is, it recognizes that families
with the same income and family size who have employment-relat-
ed child care expenses have less ability to pay taxes than families
who do not have such expenses but have the same income and
family size. Thus, it gives families with employment-related ex-
penses a credit to partially offset their child care expenses, and
thereby equalize their ability to pay taxes.

Third, it promotes vertical equity in our tax law. That is, it pro-
vides greater benefits to families at the low end of the income scale
than to those at the high end.

The earned Income Tax Credit serves different purposes. It was
designed to provide low-income families with a rebate on their pay-
roll taxes, because of the regressive nature of these taxes. As such,
it promotes vertical equity in our tax system and provides critical
income support to low-income working families.

In evaluating the proposals before this committee, we suggest
that several criteria be used, which are set out in some detail on
pages 4 to 6 of our testimony.

In general, we support proposals that are targeted to low-income
families, funded by broadbased taxes, promote tax equity for fami-
lies with comparable ability to pay taxes, support family choices,
and appropriately benefit families of different sizes and with differ-
ent-age children.
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Using these criteria, we evaluate in some detail in our testimony
the administration, Packwood-Moynihan, and Gore-Downey propos-
als.

The Bush proposal improves current law for low-income families,
but most of the new tax relief will go to families without employ-
ment-related child care expenses. Moreover, the new child tax cred-
it's limitations to families with incomes under $13,000 and children
under age 4 are quite restrictive, since, clearly, other low-income
families are in need of income support.

Finally, the new credit is far too inadequate to provide families
with a meaningful assistance in paying for child care if they wish
to work in paid employment, or to provide a substitute for lost
wages if they wish to stay home and care for their children

The Packwood-Moynihan proposal amends the Dependent Care
Tax Credit so that all families with incomes under $27,500 will get
an increase, with those under $12,500 receiving the most. So, it
reaches families of a broader income range and with older children
than the Bush proposal. But they must have child care expenses to
be eligible for the increased benefits.

In fact, in a departure from the current law, it regrettably pro-
vides none of its increases to families with adult dependents. And
even for families with child care expenses, it does not provide
enough of an increase to begin to meet the cost of child care for the
lowest-income families. Its maximum increase of $240 for a low-
income family with one child won't buy the care that averages ap-
proximately $3,000 per child.

The Gore-Downey proposal increases- the Dependent Care Tax
Credit more than the Bush proposal, but less than the Packwood-
Moynihan proposal, for families under $21,000. It increases the
Earned Income Tax Credit more than the Bush proposal and
makes it available to more families. But families under about
$10,600 with children under age 4 would do better under the new
Bush proposal combined with the current earned Income Tax
Credit. Thus, the Gore-Downey proposal is not as targeted to low-
income families as these other proposals. However, it is commend-
ably funded by raising the tax rate on the highest-income taxpay-
ers, and it promotes horizontal equity among families with differ-
ent expenses and different sizes.

In sum, all of these proposals are an important improvement on
current law in promoting income support to low-income families
with children. But we need ABC to address the country's critical
child care needs. These proposals cannot be seen as a substitute but
can only supplement that important legislation.

Thank you.
Senator ROCKEFELLER. Thank you very much, Ms. Campbell.
Ms. Reisman?
[Ms. Campbell's prepared statement appears in the appendix.]

STATEMENT OF BARBARA REISMAN, EXECUTIVE DIRECTOR,
CHILD CARE ACTION CAMPAIGN, NEW YORK, NY

Ms. REISMAN. Thank you. I would like to echo what my col-
leagues on this panel.
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The Child Care Action Campaign, which is a coalition of leaders
from corporations, the labor movement, academia, and the media,
supports tax credits, the kind that are under consideration by this
committee, as a way to increase the incomes of poor families. But
we also support a comprehensive approach to expanding and im-
proving the child care system, as well as making it more afford-
able, and we endorse the Act for Better Child Care as the best cur-
rent approach for doing that.

I would like to harken back to some of the points that the Secre-
tary of Labor raised this morning, when she talked about the need
for an investment in our children. We expect such an investment
to produce four major kinds of benefits, both for our families and
for our economy.

We expect an investment in child care to (1) give young children
the nurturing, social, and educational experiences they need to suc-
ceed in school and to succeed in later life; (2) to reduce welfare de-
pendency and poverty by enabling mothers of young children to
work, knowing that their children are well cared for; (3) to improver
U.S. competitiveness and productivity by reducing the stress and
anxiety parents experience when they are worried about the qual-
ity of their child care, or, as is too often the case, when one of their
multiple arrangements breaks down; and (4) we expect an invest-
ment in quality child care to mitigate the effects of the labor short-
age by attracting more mothers of young children into the labor
force, or by enabling parents to work longer hours because they
have child care available to them.

I would submit that none of these benefits will be available to us
if we do not invest in "quality" child care. There are ample studies
by the Census Bureau, and by research institutes both locally and
nationally that show that none of these benefits are available
unless quality child care is the option that parents have as a
choice.

We believe that the current proposals to expanding existing tax
credits are an insufficient response to the child care crisis, for four
reasons:

(1) The proposed tax credits don't bridge the gap between what
poor parents can pay and what quality child care costs; (2) Tax
credits do not encourage or ensure the provision of quality care; (3)
They do not create more child care in any direct fashion; (4) And
they are not the most efficient or effective way to give money to
meet the child care needs of low-income parents.

On the quality issue, I think there are a number of recent sur-
veys that really highlight this issue.

In the Philip Morris funded survey by Lou Harris and Asscci-
ates, which is a nationally-representative survey, only 25 percent of
the respondents surveyed think that children are currently getting
the quality child care that they need.

The Child Care Action Campaign's own national advisory panel,
which consists of 525 leaders from each of the States-79 percent of
the respondents to our survey say that current programs are not of
sufficient quality.

I would just like to highlight a few additional points:
On the Tax Credit, I know the committee and many members of

the Senate are very enthusiastic about the benefits programs like
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Head Start, for example, have produced. If, instead of creating the
Head Start program 25 years ago, we had proposed that we provide
tax credits for parents to enable them to go out and buy Head
Start-like programs on the open market, I would submit that we
would not have the kind of benefit from Head Start-that we cur-
rently can show.

I would also like to suggest that the history of Federal involve-
ment in child care in the past 10 years illuminated some of the
problems with an exclusively demand side approach to this prob-
lem.

Between 1976 and 1986, Federal spending for child care through
the Dependent Care Tax Credit has increased nearly 300 percent in
real dollars. The Dependent Care Tax Credit now accounts for close
to two-thirds of all Federal spending on child care. Yet, the prob-
lems that families, particularly poor families, have in finding and
paying for quality care continue to increase.

I would like to end by saying there has been a lot of discussion
this morning, and we hear a lot of discussion, about the importance
of public-private partnerships. What we usually mean when we say
this is that the private sector needs to be more involved in improv-
ing and sustaining the child care system. But employers are telling
us more and more frequently that the child care infrastructure
needs to be improved so that they can find a simple and effective
way to make an investment in it.

I have one example to give to the committee. There is a drug
store chain in upstate New York, called Fay's Drugs, that wanted
to give all of its employees a $15 a month child care voucher to
help them pay for child care expenses. They were able to institute
this program in only one county in upstate New York, because the
program could not work effectively without a resource and referral
service in the community. And since that resource and referral
service existed in only one of the counties in which they did busi-
ness, they were able to provide this benefit to only to those employ-
ees in that county.

I will close by saying that I hope we will not mask the substand-
ard level of quality in available care that exists in this country by
addressing the child care crisis only through the Tax Code. We
need to use Federal dollars to invest in an infrastructure that will
help provide families with the choices they need for child care, and
help to make the kind of investment in quality child care that our
children need.

Thank you very much.
Senator ROCKEFELLER. Thank you, all of you.
[Ms. Reisman's prepared statement appears in the appendix.]
Senator ROCKEFELLER. Ms. Campbell, in your testimony, on page

1, you say that "The quality of care is often so poor that it threat-
ens the health, the safety, and well-being of children." What type
of evidence do you have for that, as opposed to, let us say, anecdot-
al evidence? One of the witnesses yesterday said that, for the most
part, for child care throughout this country as it exists now, the

Quality is basically pretty good. And then, what do you describe asgoodF'

Ms. CAMPBELL. Well, I don't know if I can answer all of that, but
I should say that I think, in addition to sort of anecdotal evidence,

20-453 0 - 89 - 4
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we have specific examples of situations where children have been
injured in care, where there were too many children and too few
providers. It is the situation of the child who fell down the well last
year, who was very prominently displayed on national TV.

We have situations. We have a great deal of variety in the
number of States that have regulations.

Senator ROCKEFELLER. I understand, but I must interrupt. Your
words are "often," and often means not from time to time. It is
either close to 50 percent-it is certainly over 33 percent.

Ms. CAMPBELL. Well, I think the question first is' what you mean
by "threatening," of course. The fact that 42 States don't require
family day care providers to have any training at all, even in first
aid, I think threatens the care of children in those homes. Yes,
maybe they do know how to do first aid for a child. Maybe if a
child stops breathing, they know what to do. But I am not con-
vinced that when 42 States don't have any training, that there isn't
a situation where those children are threatened. I mean, I think we
have to build our data on what are the standards that States have
and whether we think those standards are suitable.

The fact that many States don't permit parents to come into a
center whenever they want to, have unlimited parental access to
centers, is very strange to me. I don't know why States don't do
that, but I think the parents should have a right to observe their
children and the kind of care they are getting while the care is
being given.

Senator ROCKEFELLER. And why is that?
Ms. CAMPBELL. Because I think, just as Secretary Dole said, that

parents know a lot about their children and the kind of care that
they need, that when they come into a center and see that people
are not washing their hands after changing diapers, they may be
somewhat alarmed about the care that they are receiving.

Senator ROCKEFELLER. But that describes a situation in which the
parent comes in to protect their child, as opposed to what I thought
you were implying, a constructive role that a parent might play.

MS. CAMPBELL. Oh, no. I meant that parents, obviously, when
they are working can't come in really and help provide the care in
most instances. But the notion that they can monitor a situation
where the State itself hasn't set standards, at best their monitoring
can only be done if they can get in there and see what is going on.
So, I am responding in part to the arguments that were made this
morning, that parents know best what kind of care they have. But
caring parents have to be able to observe that care in order to
make that judgment, and the fact that States do not permit that
kind of access, I think, threatens those children.

senator ROCKEFELLER. Are there manifold examples? Again, you
have used the word "often," and you have used the word "threat-
ening," and now you have talked about States not having stand-
ards. That doesn't mean that individual child care centers wouldn't
have standards, based upon whoever might be running those
places,

Now, again, what is it that makes you use the words "often" and
"threatening" simply because there is a lack of something called
State standards or Federal standards?
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Ms. CAMPBELL. Well, it is a conclusion that I reach from that, ob-
viously, and people can agree or disagree with that conclusion.

But I think that in other areas of regulation such as those that
Senator Packwood referred to before, the airline safety regulations,
the automobile regulations-yes, you may not be threatened if you
are not riding around wearing your seatbelt or if the State doesn't
require you to do that; but we have made judgments after certain
numbers of incidents that the time had come to make certain re-
quirements of these kinds of providers. And in this instance if we
are going to give Federal money, the question is whether we want
the Federal money to be tied to certain kinds of things that we
think do promote and do tend to lessen this kind of threat.

It is a conclusion that I am drawing that you might not share.
Senator ROCKEFELLER. And I understand. I am just trying to-

yes?
Mr. MCENTEE. Could I say something?
Senator ROCKEFELLER. Sure. But I would like to get, from anyone

who wants to give it, a description at some point of what you think"good quality" is.
Mr. MCENTEE. I am not an expert and I am not a psychiatrist,

but I have listened to some psychologists and psychiatrists discuss
this issue. It is not just a physical harm that can come to these
children but indeed psychological harm that can come to these chil-
dren over a period of time.

The whole bonding issue is so critical and-necessary, particularly
in the formative ages. Children utilize child care in terms of being
young. I guess when I think about it, it is somewhat analogous to
how hard we fought, for example, to reduce class size in this coun-
try.

I remember years ago when you used to go to school and maybe
there would be-I remember when I was in first grade, maybe
early in the 18th century, 85 kids in the room. So many people
fought to reduce class size because, indeed, they found out that
class size in terms of the education and psychological implications
could have a harmful impact on children. We are told by psychia-
trists that the same things can happen in terms of child care.

When we have States that have, for example, no child-care ratios
in terms of staff, when we have staff that receive no training at
all-we don't even know in so many States, in so many cases, even
though most of them have some kind of guidelines, some of them
are awfully loose in terms of guidelines-we don't even know what
goes on in some of those centers. We don't understand the ratios.
We don't know the ratios. We don't understand the implications of
this lack of training. In so many States you don't even need a li-
cense; you need a license to drive a car, but you don't need a li-
cense to take care of some kids in a child care center. I think that
is as important as a pilot, getting his license. They take care of
people in the air, and these people take care of kids for a good part
of the day, day after day.

I think it is not just a physical situation; but, in listening to
these people, it can have deep psychological overtones as well.

Senator ROCKEFELLER. And as to the matter of how you interpret
it, what is the bottom line necessity for good quality care?
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Ms. CAMPBELL. Well, I don't know that I have, myself, the
bottom-line necessity here today; but I think there is sort of an as-
sumption in this area that, because we are talking about children,
and many of us are parents, that we sort of, ourselves, are always
expert in what they need. And clearly parents are the most impor-
tant ones, as I said before, in relating to their individual children's
needs; but there is a whole body of experts that have presented tes-
timony before other committees of this body about what the stand-
ards should be, and there is a great deal of consensus on what
child-staff ratios should be, which I think is an important compo-
nent; on what group size should be, which I think is an important
component, and on basic health--

Senator PACKWOOD. Did you say there is a consensus?
MS. CAMPBELL. I think there is a great deal of consensus. There

is some disagreement, but I think there is a great deal of consensus
among experts. There may be some variation within that, but usu-
ally they state that in terms of the variations.

So I think it is not an area that is that unlike other areas where
there have been regulations before. In fact, the ABC Bill itself fore-
sees a process whereby you will call together many different kinds
of people, including people in the States, and parents, and through
a consensus process come up with standards that are basically set
at the median, on key issues, of where the States are now.

So, the legislation that we support envisions a process, and I
think there are people we can call on to help with that process. To
me, it is basically group size, child-staff ratios, and some basic
health and safety standards like hand-washing and making sure
that children have immunizations from communicable diseases.

Senator ROCKEFELLER. Senator Packwood?
Senator PACKWOOD. One, Mr. Chairman, I would ask unanimous

consent that Senator Heinz might be permitted to ask Secretary
Dole to answer some written questions.

Senator ROCKEFELLER. Of course.
Senator PACKWOOD. Two, this is a question for Ms. Campbell

from Senator Moynihan:
Ms. Campbell, you wondered how many day care centers or

neighborhood day care homes there are where the givers have first
aid training. Senator Moynihan wants to know if you know how
many parents have first aid training.

Ms. CAMPBELL [laughing]. No, I do not.
Senator PACKWOOD. So, you may not have any valid comparison

as to whether the child is better off at home or in the center. You
just don't know?

Ms. CAMPBELL. Well, I think that obviously most people have
concerns about where their children are during the day and feel
that the judgment of a provider may require some more regulation
and some more standards than their own judgment. The State may
not want to make that distinction.

Senator PACKWOOD. The third question: You indicated that the
Packwood-Moynihan bill has no provision for parental dependents,
which is true. Neither does the ABC bill, does it?

Ms. CAMPBELL. No, but the ABC bill is an attempt to create a
new freestanding piece of legislation to deal with child care.

Senator PACKWOOD. I understand.
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Ms. CAMPBELL. The Packwood bill is an amendment to the cur-
rent Dependent Care Credit, and essentially it is not an amend-
ment that extends its benefits fully.

Senator PACKWOOD. But neither bill expands elder credits, any
kind of credit available for individual--

Ms. CAMPBELL. No, that is right.
Senator PACKWOOD. Fourth, the ABC bill last year had 10 per-

cent for administration and 15 percent for increased supply, and
quality, and then 75 percent direct assistance to families, right?

MS. CAMPBELL. Yes.
Senator PACKWOOD. This year it has 8 percent for administration,

10 percent for provisions to increase quality, 12 percent to increase
supply,, and 70 percent direct assistance to families. Correct?

Ms. CAMPBELL. You had better say it again. It is true that 70 per-
cent is the direct supply money, and the infrastructure money has
been changed a little bit.

Senator PACKWOOD. Yes. We have gone down from 75 to 70 per-
cent on direct assistance to families.

Ms. CAMPBELL. Right. That is correct.
Senator PACKWOOD. Okay. And in terms of administration, 8 per-

cent. Provisions to increase quality can be, really, within reason-
anything the State thinks will increase quality. It can be inspec-
tions, it can be information sent out, it is pretty much in their dis-
cretion as to how they spend the money.

MS. CAMPBELL. There is some listing of areas.
Senator PACKWOOD. As examples.
Ms. CAMPBELL. Yes, that is correct.
Senator PACK-WOOD. And on the provisions to increase supply,

there are suggested examples like Presidential Award Programs
for progressive employers, information and technical assistance for
employers, business participation in rest and relaxation programs,
as examples of what that 12 percent to increase supply could be
used for.

Ms. CAMPBELL. Yes, but there are also other examples, such as
providing more training for providers, and giving grants and loans.

Senator PACKWOOD. But it is pretty much up to the States as to
how they spend the money.

Ms. CAMPBELL. That is correct.
Senator PACKWOOD. Then of the remaining 70 percent, the State

is supposed to use it for direct assistance to families; but it is pretty
much left in the States' discretion as to what direct assistance is.
They can buy slots, they can have vouchers, or they may come up
with some other idea that might fit within the definition of "direct
assistance."

Ms. CAMPBELL. As to the form, yes.
Senator PACKWOOD. Yes. They are not compelled to have vouch-

ers.
MS. CAMPBELL. That is correct.
Senator PACKWOOD. If they do not have vouchers, how do they

get direct assistance to genuine sectarian "I'm-going-to-teach-reli-
gion" day care centers?

Ms. CAMPBELL. I don't think the bill permits that, through vouch-
ers or any other way. The bill's provisions on Church-State say
that none of the money can be used for sectarian care.
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Senator PACKWOOD. I understand that.
Now, you will recall when you and I appeared back to back on a

television program. I made the statement that the ABC bill cannot
be used to provide for religious day care centers. I then left and
went home to my family. I have since seen the tape and have seen
the transcript. You excoriated me and said I was misleading the
public for making that statement.

Ms. CAMPBELL. No, I don't think I did say that, Senator. First of
all, I didn't even respond to your statement; it was another
member of the panel who responded.

Senator PACKWOOD. I know. A question came in. But you are con-
vinced that there is no way you can give aid to religious day care
centers under the ABC bill?

Ms. CAMPBELL. No, that is not correct.
Senator PACKWOOD. Oh. Tell me.
Ms. CAMPBELL. The ABC bill permits aid to go to churches or

synagogues, or other kinds of religious providers. It does not permit
it to go-to those kinds of providers for sectarian care.

Senator PACKWOOD. Well, let me rephrase it.
MS. CAMPBELL. That is true. In response to a question I did saY

that I thought you were inaccurate in saying that the ABC bil
could not go to religious providers.

Senator PACKWOOD. It cannot go to providers that teach religion.
Ms. CAMPBELL. That's right. Well, they can teach religion some-

where else, but they can't teach religion in--
Senator PACKWOOD. All right. They cannot teach it to the chil-

dren in their day care centers.
Ms. CAMPBELL. Correct. That is correct.
Senator PACKWOOD. All right. And you don't even think that can

be done under vouchers?
MS. CAMPBELL. Well, I think there is some conflict in the law,

that basically the gentleman who testified just before us talked
about the use of vouchers in public schools and in other case law
where vouchers have been permitted to go for sectarian care. So, I
don't have a position on the law one way or the other. I think the
courts have permitted it.

Senator PACKWOOD. I think you are probably right. I'm not sure
if you could or could not under vouchers, but there is no guarantee
the States have to have vouchers anyway.

But there is no question-is there?-that, in terms of a tax
credit, it is used now in sectarian day care centers, and that is con-
stitutional.

MS. CAMPBELL. Yes. I think, if the distinction that you were
making, and for which I was excoriating you, was that under a tax
credit approach you can have a voucher, and it appears within the
relevant caselaw, that vouchers can be used for any kind of care
including, specifically, sectarian care, but that that could not
happen under the ABC bill, that is correct. The ABC bill has
vouchers, but they cannot be used for sectarian care.

Senator PACKWOOD. Even the vouchers cannot?
MS. CAMPBELL. That is correct.
Senator PACKWOOD. So, if you wanted to have a guarantee of sec-

tarian care, you would have to use a tax credit approach.
Ms. CAMPBELL. Or amend the ABC bill [laughing].
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Senator PACKWOOD. Would you support that?
Ms. CAMPBELL. No.
Senator PACKWOOD. Thank you.
I have no other questions, Mr. Chairman.
Ms. CAMPBELL. I am so that we are not permanent friends on

this, but only temporal lances. [Laughter.]
Senator PACKWOOD. Hopefully, on other issues you will be back

in my camp again.
MS. CAMPBELL. Or you in mine. [Laughter.]
Senator PRYOR. Senator Packwood, I think I got here just at the

opportune time, I will say that. This has been fascinating, these
few moments.

I apologize for not having participated in these 2 days of hear-
ings. I have heard nothing but very, very favorable statements,
really on both sides of the issue, about the quality of the hearings
and the statements of the individuals who were representing the
various groups and the panels, and I want to thank this panel for
coming.

I don't know exactly how much time you have expended. I have
been asked by Chairman Bentsen to come over and pinch hit, or
become the catcher, let us say, whatever the case may be, for a few
moments.

I am asking the panel right now, are there any other final state-
ments that you would like to make before you are excused and we
call the final panel?

Ms. REISMAN. I would just like to add to Ms. Campbell's illumina-
tion of what "quality" means. I think there is fairly broad agree-
ment on what those elements of quality are that we can articulate
in some quantitative sense. There is some range among the experts
and I think among parents themselves, but I think there is fairly
broad agreement within a fairly narrow range on:

(a) Staff-child ratios; (b) Group size; (c) The need for training and
consistency of providers, which means they have to be paid a
decent income; (d) The fact that parents needto have access to the
programs, which is not the case in over four-fifths of all the States'
regulations that currently exist; and (e) Basic health and safety
issues.

Those are five simple areas. We are not talking about a highly
technological problem here; we are talking about a fairly simple
approach.

Senator PRYOR. Thank you, Ms. Reisman.
With that said, I would like to thank the panel on behalf of the

committee. You are excused. We appreciate your testimony. It has
been very constructive.

Mr. McENTE. Thank you very much.
Ms. CAMPBELL. Thank you.
Senator PRYOR. We would like now to call the remaining panel.

That panel is going to consist of Ms. Maureen Dermott, Mark
Walsh, and David Russo.

I will state to this panel that it is my understanding that each
panel has been given a 5-minute window of opportunity to make
their statement, and then the red light goes on, and we will have 5
minutes, generally, of questioning from each of the members of the
committee to the individual panelists.
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Maureen Dermott is the region 7 manager if Kinder-Care Learn-
ing Centers, Inc.; Woodbridge, VA. Mark Walsh is the president
and owner of Apple-A-Daycare Centers, Inc., and member of the
board, National Child Care Association; Fairport, NY. David Russo
is director of human resources, SAS Institute, testifying on behalf
of the American Society for Personnel Administration; Cary, NC.

We will first call on Maureen Dermott.
We appreciate your attendance today.

STATEMENT OF MAUREEN DERMOTT, REGION 7 MANAGER,
KINDER-CARE LEARNING CENTERS, INC., WOODBRIDGE, VA

Ms. DERMOTT. Thank you, Senator Pryor, and thank you, Senator
Packwood.

My name is Maureen Dermott. I am here today on behalf of
Kinder-Care Learning Centers, Inc., the largest proprietary center-
based child care provider in the United States. We were founded
exactly 20 years ago. Kinder-Care now operates over 1,200 centers
in 40 States. We have 18,000 employees.

Senator PACKWOOD. Can I ask a question? Are you franchised, or
are your centers all directly run by the company?

Ms. DERMOTT. We are over the counter.
Senator PACKWOOD. Thank you.
Ms. DERMOIr. Sure.
Our 18,000 employees provide quality child care to over 120,000

children every day. To date we have provided care for over 1 mil-
lion children.

As a Region Manager for Kinder-Care, my territory extends from
Baltimore, MD, in the North, to Virginia Beach in the South.

I started with Kinder-Care 8 years ago as the founding director
of the Children's Center at Walt Disney World in Orlando, Flori-
da-Kinder-Care's flagship venture into corporate-sponsored care.
Today I am responsible for more than 70 centers in the Greater
Washington area. In addition, I also happen to be the mother of a
6-year-old son, who does presently attend Kinder-Care's after-school
program, and I should just mention he has been in group care since
about 10 months of age.

I speak to you today having a variety of experiences from several
vantage points. Over the past 8 years I have worked in the child
care industry in the States of Florida, California-which encom-
passed Nevada and Utah in that region-and New York. I have
worked in both proprietary and not-for-profit settings, and I have
had extensive involvement with State licensing agencies in each of
these States.

I would like to stray from my testimony for just a moment to ad-
dress three items that were mentioned by the previous panel.

The quote was that "some States have no child-staff ratios," and
just for the record I would like to enter that I happen to have with
me the day care centers child-staff ratios for every State. I would
like to submit that to the committee.

Senator PRYOR. That will be so ordered.
Ms. DERMOTT. Thank you.
[The information appears in the appendix.]
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Ms. DERMOTT. Second, I would like to make reference to the child
who fell down the well in Texas. I would like to have it on the
record that, in that circumstance, that is an example of a child at-
tending an unlicensed family day care environment, and I think
that is very valuable for this committee to take into its consider-
ations.

The other item that I would like to mention regarding this was
the concern over an open-door policy. I would like to say, as a rep-
resentative of Kinder-Care, we are very proud of the fact that we
have a very clear open-door policy and always have, and it really
did not take State licensing to require that. But I would like to give
credit to the State licensing organizations that I have worked with
in sevei different States. They all require open-door policies.

Lastly, I would like to refer to the inference or the example that
was given of lack of CPR training given in facilities. Again, I would
like to just go back to the fact that I think we are underestimating
what a good job State licensing agencies do across this country.
They have a very important role, and they are very, very success-
ful and very dedicated to what they do. Of the States that I have
worked in, off the top of my head, I would say certainly four of
those seven-actually do require CPR training.

So, what I would recommend to you is that I sincerely hope the
committee takes a very close look at what the States already are
doing in the way of providing quality care.

Again, thank you for allowing me the opportunity to testify, and
I will get back to my script.

First I would like to outline our specific recommendations for
any Federal child care legislation. Next, I would like to elaborate
on why we believe a tax credit/block grant approach is the most
efficient and effective way to assist working families with their
child care needs. Finally, I will address why we believe the commit-
tee should concentrate on the question of affordability.

We recommend that any Federal child care legislation:
First, increase the Dependent Care Tax Credit for low and mod-

erate-income families.
Second, make the credit refundable, and allow for forward fund-

ing or negative withholding.
Third, phase out the credit for those households with adjusted

gross incomes above a certain level.
Fourth, provide additional incentives to businesses to provide

child care assistance to their employees, emphasizing assistance
that does not discriminate against proprietary child care indus-
tries.

Last, make grants to States for child care through the Social
Services Block Grant or the Dependent Care Planning and Devel-
opment Program.

Utilizing the Tax Code offers three principle advantages as a
means of Federal support for child care costs. First, it ensures that
parents choose what child care services their children use. Second,
the program wastes virtually no money on administrative costs.
And third, the assistance can be targeted to those who need it
most.

Why should the emphasis be on affordability? The child care
debate is focused on three factors, as you have heard throughout
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these hearings-availability, affordability, and quality, or, more ap-
propriately, the lack of these. But what some of the demographers
and social scientists and advocates seem to forget is that, really, to
a large degree, these factors are interdependent.

Let us take child care staff ratios, for example. That is the ratio
of children to an individual caregiver. If you decrease the child
care staff ratios, you increase costs. These increased costs, in turn,
lead to decreased availability. It is as simple as that.

The next question you have to ask yourself is: Knowing these fac-
tors are interdependent, which is my biggest concern? From my ex-
perience as a mother, a child care center director and a manager, I
am convinced that your greatest concern should be with affordabil-
ity. Why affordability? Why not quality or availability? Because in
most cases quality child care will be available to working parents
who can afford it. I am not saying that quality is not a problem in
some areas, and I am not saying that quality child care is readily
available everywhere-it isn t. But I am saying that affordability
by and large is a much more pressing concern.

Let us take a look at the misconceptions involving availability
and quality.

First, availability: We are told over and over by the media and
advocacy groups that there is a crisis in the availability of child
care in the United States today. While there are definitely pockets
of shortages, there is no evidence that there is an acute nationwide
shortage of available child care. In fact, there is evidence to the
contrary.

"Child Care Information Exchange," the trade publication, has
reported that across the United States there are currently two li-
censed child care slots for every child care center.

Now, let us look at quality. Again we are told over and over that
we need Federal standards to ensure the safety and health of the
children in child care-this, despite the fact that all 50 States al-
ready have standards which reflect the economic realities of their
State.

Looking again at the child-staff ratios. With the possible excep-
tion of two States, these ratios are more than adequately safe-
guarding the health mid safety of the children cared for in licensed
child care, and the trend is clearly toward stricter standards within
all States.

Senator PRYOR. Ms. Dermott, I am sorry, but the time has ex-
pired. Your full statement will be placed in the record. We appreci-
ate your statement. We are going to allow the other two witnesses
this morning to make their statements, and then Senator Pack-
wood and I may have a few questions.

Ms. D Mo'r. Thank you.
Senator PRYOR. We certainly do appreciate your statement.
Mr. Mark Walsh?
[Ms. Dermott's prepared statement appears in the appendix.]

STATEMENT OF MARK A. WALSH, PRESIDENT AND OWNER OF
APPLE-A-DAYCARE CENTERS, INC., AND MEMBER OF THE
BOARD, NATIONAL CHILD CARE ASSOCIATION, FAIRPORT, NY
Mr. WALSH. Senator Pryor, Senator Packwood, thank you.
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Thank you for the opportunity to appear before you today on
behalf of the National Child Care Association. My name is Mark
Walsh. I own five child care centers in Rochester, NY, and I cur-
rently serve as president of the New York Child Care Association.
Recently I was appointed to the Governors Advisory Committee on
Child Care by Governor Cuomo.

As a member of the board of directors of the National Child Care
Association, I am pleased to bring the concerns of this young, grow-
ing, and viable industry to your attention, and maybe a different
perspective, because I am currently on the front lines of child care.

The National Child Care Association was formed as a federation
of State associations representing proprietary child care centers
and preschools. Our membership is predominately comprised of
taxpaying small business proprietors of single-center operations.

It has been estimated that the proprietary sector of the child
care industry supplies some 40 to 50 percent of all licensed child
care delivered in the United States and currently encompasses
almost 30,000 centers nationwide.

Let me briefly address two of the major bills which the NCAA
and other national organizations in our child care working group
strongly oppose: The ABC bill, Senate bill 5, H.R. 30, sponsored by
Senator Dodd in the Senate and Representative Kildee in the
House, and the Child Development and Education Act, H.R. 3,
sponsored by Representative Hawkins, chairman of the House
Committee on Educational Labor.

Our members, teachers, and the parents we serve strongly
oppose both Senate bill 5 as well as H.R. 3 and H.R. 30. The ulti-
mate effect of these bills is to hurt poor families and their children
and severely restrict the parental choice that they can exercise.

One of the principle reasons for this statement is that these bills
are constitutionally flawed on Church-State grounds and will not
be implemented while undergoing constitutional challenge by such
groups as the ACLU, due to the excessive entanglement that would
inevitably result between overseeing authorities and religiously
sponsored child care programs.

Second, they will force many proprietary centers to close, and, in
the case of Title II of Congressman Hawkins' bill, School-Based
Child Care and Development, it will sound the economic death
knell for the majority of for- and non-profit centers by irresponsi-
bly monopolizing the care of 4-year-olds as well as pre- and after-
school children in the public school system.

The economics of these effects are not hard to understand. Most
center providers would tell you that they need to serve a sufficient
number of 4-year-olds, where the labor intensity is less, so that
they can absorb or offset the financial strain for caring for infants
and toddlers.

Because quality infant and toddler care is so expensive to p-
vide, rather than charge the actual cost, centers have tended to d-
tribute their costs over the entire center. In other words, 4-year-
olds help considerably in balancing out the loss experienced by the
care for infants and toddlers.

Moreover, by imposing minimum Federal standards on the
States, both the ABC bill and its clone for infants and toddlers in
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Title III of Mr. Hawkins bill will raise tuition costs for center care
and ultimately cause many centers to close their doors.

According to the only, and to this date, unchallenged fiscal anal-
ysis of the economic impact of these minimal Federal standards re-
ported last year in "Child Care Review," it is estimated that the
cost of child care nationwide will increase by nearly $1.2 billion,
and ultimately 12,600 centers, or 20 percent of all licensed facili-
ties, would close. It was estimated that 786,000 children would be
displaced.

These economic effects will be especially severe in the Sun Belt
States, where parents will absorb 79 percent of the total national
tuition increase, and where 84 percent of the total child displace-
ment will occur.

For example, in two of the States that lead the Nation in avail-
able licensed child care, Texas' parents could expect an average in-
crease in weekly tuition cost of $18.41; and parents in Florida,
$16.21 per week. Even in the North, in Rhode Island, weekly tui-
tion rates would be $15.13 more.

What is even worse, if the optimal standards recommended by
the accrediting arm of the National Association for the Education
of Young Children were adopted, Professor Clifford of the Universi-
ty of North Carolina has estimated that it would cost parents
$5,200 annually for center care, and the cost would be even higher
for the same programs in public schools. And, gentlemen, I live in
a land of regulations, in New York, and I can guarantee you the
cost will hit $5,000 more, because it is happening today.

Moreover, the drafters of these bills have caught themselves in a
Catch-22 situation over these standards. On the one hand, they
would lead us to believe that only those centers who choose to par-
ticipate in the Federal ABC program will be bound by these mini-
mal Federal standards. But they add another element; namely,
unless the centers do not receive any other public funding, at any
level-Federal, State, county, or municipal-they will not fall
under the Federal standards. They, therefore, would place owners
in a position of possibly refusing care to a battered or protective-
services child who is paid for by a county or a local agency. On the
other hand, within a 4- or 5-year period, in order to maintain its
ABC eligibility, each State will have to certify to the Federal ad-
ministrator of child care that all centers in their State are licensed
and monitored.

Gentlemen, these bills are blatantly anti small business. We are
deliberately and unjustly excluded from the ABC grant and loan
provisions for care environment improvements, from technical as-
sistance and teacher-improvement grants, from demonstration pro-
gram grants for business center partnerships, and so forth.

These bills are deceptive about child participation and raise false
expectations for parents and the public. These bills will unjustly re-
direct the family rearing policies and preferences in the United
States for future generations.

What are we for? The National Child Care Association strongly
endorses Senate bill 412, the Expanded Child Care Opportunities
Act, introduced by Senators Moynihan and Packwood, because of
its constitutionally appropriate stress on increased-percentages tax
credits, refundable where necessary, targeted towards poorer par-
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ents, and earmarked Title XX block grant funding for qualitative
improvements in child care, coordinated at the State and local
level.

There is no proper shortage of available child care. Our national
survey currently shows that 14 to 30 percent nationwide is the cur-
rent availability of slots. Tax credits address issue of affordability
for poorer parents.

Gentlemen, we strongly support Senate bill 412, and we appreci-
ate the opportunity of being here today.

Senator PRYOR. Mr. Walsh, thank you for your statement.
[Mr. Walsh's prepared statement appears in the appendix.]
Senator PRYOR. We will next go to our final witness, Mr. David

Russo.
David?

STATEMENT OF DAVID F. RUSSO, DIRECTOR OF HUMAN RE-
SOURCES, SAS INSTITUTE, INC., TESTIFYING ON BEHALF OF
THE AMERICAN SOCIETY FOR PERSONNEL ADMINISTRATION,
CARY, NC
Mr. Russo. Thank you, Senator Pryor.
My name is David Russo, and I am Director of Human Resources

for SAS Institute in Cary, NC. I am here representing the Ameri-
can Society for Personnel Administration, ASPA. ASPA is the
world's largest professional society devoted exclusively to excel-
lence in human resource management. I am an active member in
two local ASPA chapters and currently serve on ASPA's National
Training and Development Committee.

With over 40,000 members, ASPA represents individuals em-
ployed by companies which collectively employ more than 41 mil-
lion people. ASPA members include managers from a cross-section
of American business, from large corporations to smaller family op-
erations.

As director of Human Resources for SAS Institute, I am responsi-
ble for the ongoing operations of our onsite child care facilities.
Copies of our operational handbook have been provided for your
review. As a result, I have first-hand knowledge of what is involved
from a corporate perspective in the planning, development, and op-
eration of on-site child care.

Although many people know of SAS Institute as "that place with
the day care center," I would hate to leave here today without tell-
ing you that, as well as supporting on-site child care, we also devel-
op, market, and support some 16 computer software products that
make up the SAS system.

When I was hired by SAS Institute in 1981, the Institute was a 5-
year-old company of 70 employees. However, it was also a young
company where top management was receptive to innovative ideas
conducive to a g-6d work environment. Since that time we have
grown to more than 1,200 employees at our company headquarters
and have established regional offices in the United States and
Canada, as well as 16 subsidiaries throughout the world. With the
complete support of our company president, Dr. James H. Good-
night, and without Federal mandates, we have been able to create
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a working environment that is seen as a model for company com-
mitment to employees.

To meet the growing needs of employees for quality, affordable
day care, in 1981 SAS Institute established an onsite company-paid
child care center with a beginning enrollment of eight children. In
1982 we opened our first 5,000 square foot building for 60 children
and 15 care-givers, and in 1985 we opened our second facility, a
16,000 square foot building capable of housing 140 children from 2
to 5 years of age.

The original facility now houses our infant classes, which are
children 6 weeks to 12 months, and some of our toddler classes for
1- to 2-year-olds. This year we will be constructing an additional
child care facility of 24,000 square feet to meet our present and
future child care needs. Our centers are the only company-spon-
sored Montessori child care centers in the Nation.

We believe that commitment to employees is vital to recruitment
and retention of staff. In our part of North Carolina, we operate in
an area of very low unemployment, less than 3 percent, which, as
you know, can often increase the probability of higher turnover for
any employer. Yet, turnover rates at the Institute were less than
6.4 percent in 1988, well below the accepted computer industry
rates which average 12 to 18 percent annually.

We believe that the centers have given us the opportunity to
demonstrate to other businesses, by example, that pro-active em-
ployee and family support systems positively affect profitability.

Now, I would be the first to recognize, however, that what may
work for one company may not work for another. Competitive con-
ditions vary. Product lines are different. And I believe that each
company must address the child care issue as it sees appropriate,
investigating all available options and choosing what will work
best for them.

At SAS Institute we decided that a commitment to onsite child
care was in our best interest. Onsite child care is a workable alter-
native, yielding company and employee benefits.

A copy of our videotaped orientation has been made available for
the committee, if you might be interested in seeing our child care
centers first-hand.

Now, ASPA is been proud to have been a forerunner in the busi-
ness community in articulating positions of supportive legislative
action in the child care area. As early as January of 1988, the
ASPA Board of Directors approved principles with regard to sup-
porting Federal legislation.

ASPA's involvement in this area has also included nationwide
seminars for our members on "The Child Care Challenge, Options
for Business" over the past 2 years, designed to equip employers to
design and implement effective child care strategies.

Additionally, we pilot-tested the Department of Labor's Work
and Family Clearinghouse on a progressive program and policies
with our members.

ASPA also conducted a 1988 survey of our membership, "Em-
ployers in Child Care: The Human Resource Professional's VIew,"
to ascertain their needs. We have attached an executive summary
for your convenience. I believe the results would be helpful to this
committee in your deliberations on this very, very important issue.
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The ASPA survey made the case for tax credits for employers es-
tablishing child care facilities or other work-family programs. It
found that 77 percent of the human resource practitioners cited ex-
pense as a major obstacle to the employer being involved in child
care.

Additionally, the survey revealed that 76 percent of the respond-
ents viewed liability as a major obstacle to employers' ability to
offer child care. Accordingly, ASPA supports reform in tort law re-
lating to child care providers. This would reduce liability barriers
to business participation in child care.

Likewise, we support funding to assist States in establishing li-
ability risk insurance pools for child care providers. This would
ease the existing difficulty for businesses in obtaining liability in-
surance.

Senator PRYOR. Mr. Russo, I apologize, but we are going to place
the entirety of your statement in the record as if read. I will have a
couple of questions for you and maybe a couple of the other panel-
ists in just a moment, but now I would like to yield to Senator
Packwood.

[Mr. Russo's prepared statement appears in the appendix.]
Senator PACKWOOD. You are very kind in praise of Senator Moy-

nihan's and my bill. You ought to know, of course, that Senator
Pryor is a cosponsor of the same bill, also. And if you want to help
all of us, if you can get all of your centers and all of your parents
to write to your members of the Senate and the House, it would be
most helpful to us.

Mr. Russo, what exactly is the SAS Institute?
Mr. Russo. Sir, we are a computer software development corpora-

tion established in 1976. Our business is systems software with
multiple applications that is available to companies and govern-
ment agencies, and the like.

Senator PACKWOOD. I have read your statement on how you have
been expanding your child care program. How many employees do
you have?

Mr. Russo. We have 1,234 full-time employees in Cary, NC, at
the present time. Most of those employees are in the childbearing-
year ages. The average age for our women is about 32.4 years, and
the average age for our men is about 31.2 years of age.

Senator PACKWOOD. Do you think that Federal mandated stand-
ards would have been a help or a hindrance to SAS as you were
putting together your child care complex?

Mr. Russo. From a business perspective, sir, I think any Federal
mandate makes it more difficult for interested employers to take
on some of the opportunities that these type of work-family situa-
tions can provide. Specifically, and in deference to the great things
that the Federal Government does, paperwork, red tape, and regu-
lation is not always conducive to activity.

Senator PACKWOOD. No. [Laughter.]
Ms. Dermott, let me ask you a question. Kinder-Care probably

could qualify under any rational national standards that might be
set down-not maybe your rational ones, but rational ones-and
yet, you oppose mandated Federal standards, correct?

Ms. DERMOTF. Absolutely.
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Senator PACKWOOD. I mean, you could almost look at it from the
standpoint that it might drive whatever competition you have out
of business.

Ms. DERMOTr. Actually, the proposed ABC bill would not even
cover the parents that we serve. We would use up all of those funds
just accommodating those parents.

Senator PACKWOOD. Yes, you would. I am trying to think of what
would happen to all of the neighborhood homes that take care of
three or four kids they are going to shut down, because they are
not going to be able to meet any standards, that you could easily
meet.

Ms. DERMOTr. Yes.
Senator PACKWOOD. And suddenly, whether you chose to raise

your prices or what, you would have a tremendously greater
demand on your centers than you have now because of all of the
others that would be shut.

Ms. DERMOT. I couldn't agree with you more, that one of our
major concerns with Federal involvement in this is exactly that,
concern for family day care providers who would be "closed down."
But there also are many viable for-profit and not-for-profit child-
based centers that would also be closed, not meeting those stand-
ards.

I feel your assumption is accurate, that we probably, right now-
and I just say that out of pride-right now I have not seen any-
thing that we would not be matching right now as far as what the
guidelines would be, and that is just because it has been a 20-year
process of getting to that point. But just because we are in the driv-
er's seat of having these guidelines in place right now does not
take away our concern and interest for other people who are trying
to provide quality services.

As leaders in the industry, I think we have to be very broad-
based and realize that there are a lot of people out there providing
quality care as well.

Senator PACKWOOD. The longer I have been in the Senate, the
more I realize how inept the Federal Government is at manage-
ment. In fact, governments generally are not very good at manage-
ment. And we decry Federal standards and say what a terrible
thing it is the way the Federal Government regulated the nuclear
industry. Look at Three Mile Island. There is an example of Feder-
al regulation. We perpetually complain about the Post Office,
which is federally run.

What is it, do you think, that drives people to be honestly con-
vinced that the Federal Government should mandate national
standards? There is a presumption we would automatically man-
date the best ones, and States are incompetent to do this. That only
the safety and well-being, and the quality care of our children, and
affordability can be achieved through Federal mandates?

Ms. DERMOrr. Well, Senator Packwood, I am afraid my response
to that is exactly the opposite. My major objection, and I believe
Kinder-Care's major objection as well, is that we indeed do feel
that the States are absolutely the best people to monitor their own
needs for quality within their States. That is why in my prelude I
identified the States that I have worked in, because I feel it gives
me a very broad base, of knowing whether the States of Florida,
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Nevada, Utah, California, New York, Maryland, or Virginia do a
good job at monitoring the needs of children and families.

I honestly say to you, having experienced seven different States'
worth, they do a fine job of establishing what the guidelines should
be for health, safety, and education within all of these States right
now.

So, I honestly see it as a very burdensome addition, when I really
think our States are doing their job right now.

Senator PACKWOOD. Let me tell you why letters would be so help-
ful. The ABC bill got a jump on everybody, and, to the credit of the
Children's Defense Fund and a couple of others, they organized the
Nation. They brought people on-board who didn't have the foggiest
idea what the bill was.

You will be amazed now. You can go talk to people, talk to orga-
nizations in your local towns, who are cosponsors of this, and they
say, "I didn't mean that. No, surely it doesn't mean that." Yet they
are on-board, listed as supporters of this bill.

The ABC supports are going to do everything they can to get
their bill. I think they are going to give up on their national stand-
ards. I think they will try to figure out a way to get money to reli-
gious day care centers-I should rephrase it, "those that teach reli-
gion." Every time I say "religious day care centers," they think of
some secular organization that rents the Baptist Church basement.
That is not the same thing as "teaching religion." They are going
to do everything they can, I think, to get their bill passed so that
they can get their foot in the door and eventually come back with
the mandated Federal standards. And they know if they go the tax
credit approach, they will lose that forever.

I think this committee is going to send out some kind of a tax
credit approach. We have got dozens of bills, and we may pick and
choose some things from different bills, but it will go out as a tax
credit approach. We may have different income limitations; it will
depend upon the money that we honestly think we have to spend.
And we will go to the floor, and you will see in the Senate one of
these genuinely good philosophical debates on this issue that will
really be of a much greater magnitude than just child care. We will
be talking about Federal standards and appropriation versus tax
credits, and the place of religion in this society.

And we need help for the approach of the tax credit approach.
Anything you can do, with all of the people that you contact, to
help us, I can assure you we will appreciate.

Ms. DERMOTr. I would be more than happy to participate. Thank
yoU.

Senator PACKWOOD. Mr. Chairman, thank you.
Senator PRYOR. Thank you, Senator Packwood.
You have asked two or three of the questions that I was going to

ask, Senator Packwood.
I would like to ask one, and I guess I would pose that to Ms. Der-

mott, and that is the access versus affordability part of your state-
ment. Are you maintaining-and I am not sure I heard it correct-
ly-that there is a proper availability to child care centers
throughout the country today, in place? Am I hearing you correct-
ly?
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Ms. Dmmor. My position on it, and what my testimony indi-
cates, is that I will certainly agree that there are pockets of areas
across the country where there is not availability.

Senator PRYOR. Is the problem more in the urban areas or the
rural?

Ms. Dm owr. I really don't feel that it is an urban versus rural
issue. I think the form of child care may be very different in an
urban versus a rural environment; but, where the pockets of need
are, I do not feel is that type of an issue.

If I can follow your thought on that further, the issue that I am
concerned about when I talk about affordability versus availability
is that every day across this country-and, again, I feel I do have a
good frame of reference on it with the number of centers we have,
and we meet quarterly nationwide as well-what we hear is that
families wish to use our service, but they can't afford us. That is
the worst thing to hear, because I can assure you we strive very
hard to keep our tuition rates within affordable range for families.
That is why we are in that business, is to make it affordable, so
that people can use the service. It serves us no purpose if we are
not affordable.

So, actually, what I am really saying is that the affordability
issue is what is making the availability issue disproportionate.

Senator PRYOR. Let me switch to Mr. Russo, and I may come
back.

Mr. Russo, what would be the ratio of-I believe you termed
them "caregivers."

Mr. Russo. That is correct.
Senator PRYOR. And those are the folks that run the centers for

the c'i ldren.
Mr. Russo. That is correct.
Senator PRYOR. What would be the ratio of the caregivers to the

children as a general rule?
Mr. Russo. The general rule at our facility?
Senator PRYOR. Yes.
Mr. Russo. Well, to be specific, we divide the children into age

groups, and for the youngest children, infants, we have a ratio of
three children to every one caregiver in rooms with a maximum of
six children.

For 1- to 2-year-olds, we have a maximum room size of 10 chil-
dren with no more than 5 children per caregiver. And for 2- to 3-
year-olds, it goes up to 6:1 in rooms with a maximum of 12. Then,
once they have reached what we call "preschool age," we have a
maximum room size of 25, with no less than two teachers at that
age group.

So, our ratios are well, well above the standards set by the State
of North Carolina. But of course, we are providing for our employ-
ees directly, and we have a vested interest in the qualitative as-
pects.

Senator PRYOR. Right.
Mr. Russo. On the availability issue, however, if you will allow

me, I think the situation of availability has a great deal to do with
affordability; but the more people can afford to pay, or the more
money that is available, the more centers will become available to
use, because it is an economic issue.
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It is very, very difficult in our State, and as I have read and ex-
perienced across the country, for people to be in the business of
providing child care, because it is not a high-profit business when
you have a limited number of people who can afford to pay a limit-
ed number of dollars to have this service provided.

Senator PRYOR. All right. You are fortunate enough to be in
what seems to me a very creative, vital company, SAS, sitting
down there in North Carolina. Do other companies across the coun-
try come in and say, "Show us how you did this"?

Mr. Russo. Absolutely.
Senator PRYOR. Are they doing anything about it, or just look-

ing?
Mr. Russo. They are. In fact, there is a broad spectrum of oppor-

tunity for companies, and we have experienced time and time
again companies coming in, very interested.

The two big issues are the cost of starting, because there are
some up-front costs, and the liability issue. The liability issue is of
particular concern to smaller companies, because of the insurance.
For large companies the liability issue becomes a part of the um-
brella situation that they serve.

But those are the two biggest issues.
Senator PRYOR. You are recommending some changes perhaps in

the tort area?
Mr. Russo. Absolutely. And one of the things that concerns me

as an individual is that we see examples stated of the most tragic
circumstances in child care, which I do not believe, from my expe-
rience, represents the child care industry or child care in general. I
think these types of examples are driving opinion about safety and
other types of things, driving opinion for regulation.

there are some terrible things that have gone on, but I think
they are examples and not the rule, of what can happen and not
what is happening.

Senator PRYOR. I have no further questions of the panel. I want
to thank the panel on behalf of the Finance Committee.

I also want to thank you for the video. I wish we could have
shown it today; that was not possible. I, too, wish we could place it
in the record, but we can't do that. We don't have the facilities to
do that, but perhaps myself and others who have an interest in this
will be able to see that video.

We are very, very appreciative to not only this panel, the con-
cluding panel, but to all of the panelists who have come here today.

The meeting is adjourned. Thank you very much.
[Whereupon, at 12:58 p.m., the hearing was concluded.]
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HOW EFFECTIVE ARE ALTERNATIVE CHILD CARE TAX CREDITS AT TARGETING LOW-INCOME
FAMILIES?

Most of the child-related tax credit proposals being seriously considered are de-
signed to target low-income families more effectively than the current Dependent
Child Care tax credit. Three proposals-the Administration plan, Packwood's pro-
posal, and Downey's proposal-specifically include features designed to increase
benefits to lower income families. Simulation analysis of these proposals suggest
that all are more effective at targeting funds to the low end of the income distribu-
tion. Packwood's plan is the least far-reaching, largely because it relies primarily on
raising the percentage of documented expenses which can be deducted and on refun-
dability for low-income families. These families can afford to spend little on child
care-allowing them to deduct more of "a little" does not get them very far. Much
of the distributional gains under Packwood are probably due to the refundable fea-
ture. The Administration plan is potentially the most targeted at the very lowest
income families, but, the plan serves a relatively small number of families. Princi-
pal beneficiaries are those with incomes under $11,000 and with children under 4
and are heavily concentrated in the 2-parent 1-worker group. The Downey proposal
is the most far-reaching in that increased credits are available to the greatest
number of low-income families. The average credit awarded under Downey is higher
than under the Administration plan because two types of families can benefit more:
(1) families with incomes up to $20,000; and (2) families with children over 3 years of
age. As a result, while the Administration plan targets the bottom 30 percent most
effectively, when all families below median income are considered, the Downey pro-
posal is more effective. To achieve this objective, Downey costs considerably more
money and, the financing mechanism-removing the tax "bubble" for ultra-high
income families-becomes an important practical consideration.

Introduction. Simulation analysis of alternative child-related tax credit proposals
provides insight into the differential effects on low-income families. It is well-known
that the current Dependent Care Credit has tended to target Federal dollars at
higher income families. Low-income families received little or none of the $3.5 bil-
lion in tax credits claimed in 1987. In order to rectify this situation, most of the
child-related tax credit proposals being seriously considered today are targeted at
low-income families. Previous research suggests that several features of a children's
tax credit are particularly effective at targeting funds to low-income families.

(1) Making the child care credit refundable.
(2) Eliminating employment status or documented child care expenditures as

qualifying criterion.
(3) Allowing for a more generous rate at which expenses can be applied toward

the credit for low-income families.
(4) If the credit is phased out for upper-income families, the remaining credit dol-

lars are more effectively targeted at low-income families by definition.
The Microsimulation Framework. Our analysis makes use of a microsimulation

model known as The Transfer Income Model or TRIM2, maintained at the Urban
Institute largely through funding by the Office of the Assistant Secretary for Plan-
ning and Evaluation at the Department of Health and Human Services. However,
the results and opinions expressed here do not necessarily reflect those of HHS or
The Urban Institute."

(Ill)
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Data on real households from the March, 1986 Current Population Survey, con-
ducted by the Bureau of the Census, is the primary input into the TRIM2 simula-
tions presented today. This survey reflects income and d emographics characteristics
of the population for the 1985 calendar year. The so-called 'baseline" simulation-
the standard against which all the alternative proposals can be compared-assumes
1988 tax law as if it were in place in 1985. Hence, our results are hypothetical and
should not be used as such to estimate the effects of alternative proposals on the
levels of household tax bills and Federal revenues. The results are more useful as a
means to assess the relative effects of alternative proposals.

Simulation Analysis. The comments today are focused on simulation results from
three proposals: The Administration Plan (S. 601-Working Family Child Care As-
sistance Act of 1989) Packwood (S. 412-Expanded Child Care Opportunities Act of
1989), and Downey (H.R. 882-The Employment Incentives Act). Referring to Exhib-
it 1, just under 8 million tax units benefit from the credit in the "hypothetical"
benchmark or baseline simulation. The average amount of the credit is $336, well
below the ceiling amount. The total credit amounts to $2.6 billion, of which only 3
percent goes to families in the bottom 30 percent of the income distribution (shown
in Exhibit 2). A simple change to a refundable credit is a direct benefit to low-
income families. Under current law a significant number of poorer families cannot
benefit from the child care tax credit, even if they qualify, because their tax liability
is very low. By making the credit refundable, as is the case with the Earned Income
Tax Credit (EITC), these families can recoup some of their expenses even if their tax
liability is zero before the credit is calculated. With refundability, 17 percent of all
the monies assigned go to families in the bottom 30 percent of the distribution;
about 40 percent to families in the bottom half of the income distribution.

The Administration proposal allows for a refundable Dependent Care Credit
(DCC) and offers an alternative, and generally more lucrative, refundable credit-
the Children's Tax Credit (CTC)-for families with children under 4 years of age.
While earnings are required to qualify for the credit, in a 2-parent family only one
parent need be employed outside the home; child care expenses need not be docu-
mented. The credit is calculated as 14% of earnings for each child under 4 up to a
maximum credit of $1,000 per child. In the first year, the credit decreases by $.20
for every $1.00 over $8,000 in AGI, phasing out completely at $13,000. Families must
choose between the better of the DCC or the CTC for their children under 4; older
children are eligible for the DCC if the family qualifies.

The number of families receiving either the DCC or the CTCC is increased by over
one-third from the baseline figure; 2.8 million additional families are receiving a
credit. Just under half of these added families are headed by a single, employed
parent. But interestingly, most of these families are added largely because of the
refundability feature-not because of the CTC per se. Of course, for many of these
families the CTC will be higher than the DCC. Nonetheless, it is somewhat surpris-
ing that the Administration plan only draws in approximately 1.1 million families
previously not eligible for a credit under simple refundable. Further, 7 out of 10 of
these "new" families are in the 2-parent 1-worker category for whom the average
credit is $607.

It is not surprising that the CTC is very effective at targeting two-parent families
in which one parent remains at home. Dual worker families typically would not
benefit because even modest earnings for a working couple are too high to qualify
for the CTC. Recall that the CTC begins to phase down at $8,000 in AGI and is re-
duced to zero at $13,000. In 1990 the poverty threshold for a family of four will be
between $12,000 and $13,000. At this income the CTC amount is very close to zero
and may be less than the amount this family could recoup under the DCC by de-
ducting 29% of their expenses. Still, at least for some, the CTC is a better deal than
the DCC (or the combination of the two is a better deal) as evidenced by the fact
that the average credit amount rises from $308 under refundable to $336. For single
parents, the relative rise in the average credit is even greater-497 from $435-
which is a 14% increase. One reason that all the plans discussed potentially do not
add many single parents above those brought in due to refundability may be due to
the rules for determining filing status and eligibility for the child care credits or the
EITC. It appears that a disproportionate number of single parents are precluded
from eligibility because they are subfamilies within a primary family and are not
maintaining their own household under IRS rules.

As shown in Exhibit 3, the Administration proposal is very effective at targeting
families at the lowest end of the income distribution. The bottom 30% of families
receive 34% of the credit dollars. Among only the 2-parent families, their share of
the pot has risen from 4% under refundable to just under 30%. Because 2-parent
families tend to be better off, it is still the case that most of the credit dollars paid
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to this group will go to the upper income families who can make the DCC work to
their advantage. Among single parent families-the poorest group-42% of the dol-
lars will go to families in the three lowest income deciles; 73.4% to families at or
below median income. Note, however, that 79% of all single parent families are in
the bottom half of the income distribution.

The Packwood proposal is a relatively simple modification to the existing DCC
that is intended to target dollars to low-income families primarily by: (1) raising the
percentage of expenses that can be applied toward the credit; and (2) by making the
credit refundable for families with incomes under $27,500. For families with AGI
under $12,500, 40% of expenses can be applied toward the DCC. This percentage
falls by 3 points for every $2500 in AGI over $12,500, but never falls below 20%. A
comparison of the rate schedule with current law shows that the DCC may be any-
where from 5% to 10% higher under Packwood for all qualifying families with in-
comes below $25,000. Hence, this proposal attempts to spread the increased credits
to a broader range of the low-income population.

Who benefits under this scenario? Because of partial refundability, close to 1 mil-
lion additional households receive a credit under Packwood as compared to current
law. On average, the credit rises to $402, which is comparable to the Administration
figure, due largely to the increase in the applicable percentage. In contrast to the
Administration plan, the principle beneficiaries of Packwood's plan are single work-
ing parents. Virtually all the newly covered families are from this group and the
average credit increases by 28% to $545 relative to current law and is 10% higher
than under the Administration Plan.

At least part of the explanation for this finding lies with income profiles for the
two groups. Relative to dual working couples, single working parents are more
likely to be below the $27,500 income threshold in the first place. Furthermore, they
are sufficiently below the threshold to be able to take advantage of the full 40%
rate more often. Two-parent families that are below the income threshold may be
sufficiently close to the $27,500 mark that they are only a little better off under
Packwood than they are under current law. Indeed, the average credit to dual
worker families rises only modestly to $332.

The Packwood proposal targets a smaller group of taxpayers-the working poor
with child care expenses-than does the Administration plan. Partially because of
that, the impact on the income distribution is not as great as under the Administra-
tion plan. About 21% of credit dollars are going to the bottom 30% of the income
distribution. Packwood does target the fourth and fifth deciles more effectively: 24%
is going to these families as compared to 18% under the Administration plan. The
latter result is expected since Packwood provides increased credits at slightly higher
income levels. Because of the combination of targeted refundability and the in-
creased rat, at which expenses can be applied, Packwood is somewhat more effec-
tive than a simple refundable rule change. The fact that Packwood is not able to
distribute more dollars at the low-end of-the income distribution is due, at least in
part, to the fact that these people are not spending large amounts on child care-
they cannot afford to.

The Downey proposal is a combination approach. Both the DCC and the EITC are
modified. For units with incomes up to $20,000, the applicable percentage rate is in-
creased. The DCC is made refundable for all families. More central to the plan is
that the EITC is made more generous and is made to vary with the number of chil-
dren. The features in 1990 include a credit equal to 21% of the first $6810 in earn-
ings (max credit of $1430) for families with one child. The rate rises to 30% for fami-
lies with two or more children (max credit of $2043). For families with one child, the
credit is reduced by $.15 for every dollar over $10,740; for two or more children, $.20
for every dollar over $10,740. Phase-out to $0 is at $20,270 and $20,960, respectively.

Because both proposals are formulated as percentages of earnings and both vary
with the number of children, changes under the Administration plan have the same
effect as changes to the EITC and comparisons between the Administration and
Downey proposals are popular. On the face of it the Administration proposal would
look more generous. As much as 42% of earnings could be claimed as a credit for a
family with two children age 3 or younger. Under the Downey plan, the same
family would get a credit equal to 30% of earnings but it is important to note that
families with children older than S could also qualify for a 30% credit. The Admin-
istration proposal affects a much smaller number of families-those with earnings
under $13,000 and with children under 4 years of age, especially more than one
child under 4. In contrast, the Employment Incentivis Act serves more families-
those with- incomes up to $21,000, which is still below median family income, and
those with qualifying dependent children of any age.
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These points ar documented in Exhibit 1. While the changes to the DCC under
the Downey proposal bring in no more families than a simple refundable scenario,
the extension of the EITC coverage to $21,000 draws in almost 1 million new fami-
lies. In contrast, the Administration plan would draw in few additional families as
compared td simple refundable. Virtually all of the families qualifying for the CTC
would have previously qualified for the EITC; the new credit is effectively an add-on
the the EITC. As a result, the Downey plan would cover the greatest number of
families. Furthermore, the extension of coverage to moderately low-income families
means that all family types, both dual and single workers, both couples and singles,
are being benefiting.

While for a minority of families, primarily 2-parent 1-worker families, the benefits
under the Administration plan are higher, for the remaining qualifying families,
Downey provides a higher tax credit. The average credit awarded under Downey
across all units is $779. Families with one worker, both singles and couples, experi-
ence the greatest gain, reflecting their weaker earnings levels. This generosity is
bought at a considerably higher cost to the federal Treasury. Loss in revenues in the
hypothetical scenario is about $6.2 billion, whereas the Administration plan comes
in around $1.7 billion. However, if the financing mechanism included in the Em-
ployment Incentives Act is considered, our preliminary estimate of the loss in reve-
nues drops to around $800 million.

Exhibit 3, which accounts for receipt of the DCC and/or the CTC plus the EITC,
shows the income distributional effects. Under the Administration plan, 47% of the
credit dollars are going to families in the bottom 30% of the income distribution;
43% of the Downey credit dollars are targeted here. As noted before, however, the
total Downey pot of money is much larger so that more dollars are going to the
three lowest income deciles. This is witnessed by the fact that the average credit
awards are considerably higher under Downey. Furthermore, under Downey a much
higher percentage of the total pot is reserved for the next two income deciles- the
families with income between $12,000 and $21,000. Again, this is because Downey
distributes benefits to a wider group of low-income families, particularly among dual
worker families.
Enclosure.
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Average Credit

7.885N 9.574M4 10.637M @.$6M 3.57411
$336 $351 $409 $402 $367

$2.6499 $3.3605 $4.354s $3.5628 $3.5149

8.634
$435

$3.756

no no no 9.991r
change change change $005

$9.045B

15.129M IS.169M 15.186M 14.616M 16.1351
$423 $469 $534 $500 $770

$5.4005 $7.1163 $1.109B $7.3065 512.5703

$319.6973 $318.9905 $317.9973 $318.788 $313.540 $318.8604

- - $.?a - $1.708 - $.9098 - $6.157B - $.83704

- .2% - .5% - .3% - 1.91 - .34

5.765H 6.140M 6.400M
$307 $306 $336

5.786M 6.1400
$332 $318

.064M .066 .837M .086 .088H
$102 $133 $607 $167 $140

2.020H
$425

7.360M
$351

3.316M 3.359
$435 $497

2.964M 3.31611
$545 $46-1

7.375M4 7.375m 7.040H 7.734m?
$366 $402 $368 $531

2.448M 2.450M
$442 $444

2.463M 2.448M 2.8011
$643 $445 $975

4.435K 4.453 4.457K 4.241M 4.581
$530 $658 $70$ $132 $1060

8OURa: The Urban Institute, Income Security and Pension Policy Center, Washington, D.C.
Note: This work is funded in large part by the U.S. Department of Health and human Ser,'ce.

.1. Figures include both the Childrens Tax Credit and Dependent Care Credit.
2. familyy ia a nuclear family or unrelated Individual, with subtamilies separate. It i possible for one

family to include more than one tax unit.
3. A non-working head or spouse can legitimately claim a DCC if a (ull-time student, OL disabled.
4. This figure il a preliminary estimate.
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TRUPO gLmAlstions of Child-Releted Tea Proposals

enfito Provided by Depedent Cee Credit + Children'. Tax credit:
Dietritbjsem of i rett, by loAel of vmly Wnse"

(IAi 4*3 ter fi ures are in 1965 dollare)

1918 Refundable k 2 Pa ckwood lowney
Current Law Credit rrosoLo proposal Pr.-poesl

(DC) CC) (DCC 4 C) (DCC rrcI

Families, by Level of Income
(percent of families in
category)

All Familles
$0 - $12,000 (30%) 3.3 17.2 34.3 21.3 16.7
$12,001 - $20,700 i20%) 20.3 21.5 16.1 23.9 ..1
$20,701 - $32,050 (20%) 27.1 22.2 17.4 20.5 ":.7
$32.051 or more (301) 49.3 39.1 30.3 34.4 37.5

WM T"M TWla TM% ns

2-Parent Families
$0 - $12,000 410.1%) .4 3.9 29.2 5.2 3.9
$12,001 - $20,700 115.6%) 9.7 11.7 10.1 14.2 13.0
$20.701 - $32,050 (24.6%) 25.0 23.5 17.0 23.3 :4.0
$32.051 or more (49.7%) 65.0 60.4 43.6 57.4 $0.0

100 00M T6.0 13""t THF6' N

1-Parent Familles
$0 - $12,000 (56.5%) 9.5 34.7 42.2 40.2 33.1
$12,001 - $20,700 f20.7%) 42.1 34.3 30.7 35.6 35.9
$20,701 - $32,050 113.6%) 31.6 20.5 18.0 17.2 :1.0
$32,051 or more 47.2%) 16.6 10.4 9.1 7.0 10.0

Benefits Provided by Doeendent Care Credit + Children's Ta4 Ldt:
Avereqe Tel Credit aec, ved, by Lre"l of Family Incoe

(All dollar figures are in 198S dollars)

1966 Refundable Adein. Packwood % 7n ey
Current Law Credit Propoal

2
. Proposal F:posel

(DCC) (DCC) (iDCC+CTC) (DCC) DCC)

Families, by Level of Income
(percent of families in
category)

All Families
$0 - $12,000 (30%) $255 $333 $550 $449 $3.9
$12,001 - $20,700 (201) $340 $395 $415 $S01 $445
$20,701 - $32,050 (20%) $309 $314 $316 $332 $336
$32,051 or more (30%) $360 $360 $361 $373 $362

TMl TMl TI09 Mo T

2-Parent Families
$0 - $1 0,l0 ((31%) i134 $213 $4.2 $'1
$12,001 - $20,100 (Iv.-t '.: *Z, .s
$20,701 - $32,050 (24.6%) $260 $260 $262 $272 $.4
$32,051 or more (49.71%) $350 $350 $351 $364 $351

T nTil TMl 3 29 T3-13

I-Parent Families
$0 - $12,000 158.5%) $274 $356 $486 $481 $?f2
$12,001 - $20,700 (20.7%) $455 $523 $543 $680 '!!S-
$20,701 - $32,050 (13.61) $446 $456 $465 $516 $.01
$32,051 or more (.2%) $461 $466 $469 $493 ^4__

$46 TW4 M Tl 145 -1

SOURC: The Urban Institute, income Security and Pension Policy Center, Washington, D.C.

Note: This work is funded in lar"e pert by the U.S. Department of Health end Human Ser'
I. 'Family* is a nuclear family or unrelated individual, with subfamilies separate. A family wny include more

then one tex unit. income is CPS-reported cash income.
2. The te expenditure is due to both the current dependent care credit and the proposed Children's Tlx

Credit.
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TRW12 alaulatio a of 0&d-Selated Tax Proposls

Total Senefit.. including inc, Dependent Cre Credit 4 Children's Tox Credit:
- strLbotien nes icrdOt..- b taoel @1 Pmly 09 o1e1

(All dollar figures are in 195 delere)

1s$ Refundable P i .. hckood D-oe
Current iLaw Credit Plop*uI Proposal Proposal

WOCC) (DCC) (DCC 4 C) (Dc) DCCI

rallies, by Level of Income
(percent of families In category)

All tomilleo
$0 - 112,000 (30%) 37.6 40.7 47.0 42.0 43.1
$12,001 - $20,700 (20%) 26.6 26.6 24.1 27.6 34.3
$20.701 - $32,050 (201) 14.3 13.3 11.6 12.7 10.8
$32,051 or more (30%) 21.5 10.4 17.1 17.7 11.9T6T % B"t TUM nn6 1"W'.3

I-Parent rFamlies
$0 - $12,000 (10.1%) 32.5 33.2 43.2 33.6 38.1
$12,001 - $20,700 (15.4%) 21.3 22.0 19.3 23.2 32.6
$20,701 - $33,050 (24.6%) 14.0 13.6 11.5 13.6 9.9
$32,051 or more (49.7%) 32.2 31.2 26.0 29.6 17.8

nF6t rT6t n"6I ny61 a TM%

I-Parent Families
$0 - $12,000 (5.5%) 44.1 49.6 532.5 51.7 49.6
$12.001 - $20,700 (20.7%) 33.4 31.3 29.6 32.1 3J.3
$20,701 - $32,050 (13.6%) 15.3 13.1 12.3 11.8 11.6
$32,051 or more 17.2%) 7.2 6.0 5.6 4.S 4.4

Tnni T"O % r"751 Tt t r T GO%

551142 Simulations of Child-Related Yaxn Proposals

Total Ienefits: including iXTC, DepMnt ars Credit + Childran'sTax Credit:
Average Yax Credit Recelved, by Level or Family Income

(All dollar figures at in 1985 dollars)

1966 Refundable dl1n. Packwood r .wne"
Current Law Credit Propoal

2  
Proposal r.posB1

(1CCl (CC) (Dto4"CYC ( fCC) € CC)

Fanmlies, by Lavl of income
(percent of tfalies In category)

All families
$0 - $12,000 (30%) $559 $669 $877 $710 $1251
$12,001 - $20,700 (20t) $402 $444 $459 $410 $867
$20,701 - $32,050 120%) $330 $339 $343 $352 $450
$32,051 or ace (30%) $363 $389

2-Parent Families
$0 - $12.00 (10.1*) $5#3 1?.1 $9's $027 013nn

.trl- i .,:co rl 4 ") :.1l "t1 ,*e+ 19,' *

$20,701 - $32,050 (24.6%) $272 $273 $376 $263 'C242
$32.051 or more 149.7%) $30 $351 $351 $364 1-,2

1-Parent Fmlies
$0 - $12,000 (50.5%) $534 $743 $645 $820 $1144
$12,001 - $20,700 (20.7% $574 $669 $693 $744 $1167
$20,701 - $32,050 (13.6%1 $464 $497 $503 $539 to7
$31,051 or more (7.23%) $43 $489 $492 $511 35-O

SOURCC: The Urban Institute, Income S.curity and Pension Policy Center, Washington, D.C.

Xotes This work Is funded In large part by the U.S. Department of Health and Human Serk'L.4q
1. eraily" is a nuclear Unaily or unrelated individual, with subfaalliee separate. A family may include

more then one tax unit. Income Is CPS-reported cash Income.
2. The tax expenditure Is due to both the current dependent care credit and the proposed children's TY

CredLt.
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PREPAID STATEMENT OF SENATOR LLOYD BENrsEN

This is the first of two hearings by the Committee on Finance on the important
issue of child care. Today and tomorrow we will be hearing from witnesses repre-
senting a wide range of opinion on child care proposals, who will be giving us their
perspective on the many child care bills that are pending before the Senate.

Today there are more than 11 million preschool children with mothers in the
labor force, and if predictions are correct, there may be nearly 15 million young
children with mothers in the labor force by 1995.

Nearly half of these young children are cared for by a member of the family. But
millions of children throughout the Nation are being cared for in either a child care
center or family day care home, and the quality, the availability, and the cost of
their care are of great concern to the American people.

We on this Committee have a particular obligation to study the child care issue.
Currently, legislation under the jurisdiction of the Committee on Finance is the
source of funding for most of the child care paid for by the Federal Government,
amounting to nearly $5.0 billion in this fiscal year. The major Finance Committee
programs include: the title 20 social services block grant; education and training
programs for welfare recipients; the child weihiare services program; and two provi-
sions of the Internal Revenue Code: the dependent care credit and the exclusion for
employer-provided dependent care.

Already in this session of Congress there have been 11 different bills referred to
this Committee that call for an even greater Federal investment.

At the same time, we know we're in a period of severe budget restraint, and any
action this Committee might take will have to meet the strictest test of need.

So what we'll be looking for at these hearings today and tomorrow is guidance in
understanding exactly where the greatest child care needs are, and how the Con-
gress might best meet those needs. We'll want to be sure that parents and children
derive the maximum benefit from each dollar spent.

Perhaps the most notable feature about the bills before the Committee is the fact
that their intent is to help low income families, and I think that's the right objec-
tive. Full-time child care can cost a family anywhere from $3000 to $5000 a year,
and in some areas the cost is even higher. That's a heavy financial burden for low
wage earners to bear. Recent studies suggest that low income families with pre-
school age children spend up to 25 percent of their income on child care, while
higher income families spend about 5 percent. If possible, I'd like to help low income
femilies-but at the same time be sure that measures approved by this Committee
make the best possible use of every taxpayer's dollar.

Let me close by welcoming today's distinguished witnesses. Our first witness this
morning is the senior Senator from Connecticut, Senator Dodd, who is a long-time
advocate of child care legislation, and an expert on this subject.
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BACKGROUND MATERIALS ON MAJOR CHILD
CARE PROGRAMS AND LEGISLATION UNDER THE
JURISDICTION OF THE COMI'UE ON FINANCE

FEDERAL CHILD CARE PROGRAMS

As many as 40 programs provide some Federal funding for child care
related service. Estimates of total Federal expenditures for child day care for
FY 1988 (the latest year for which estimates are available for many of the
programs) range from $6.2 to $6.9 billion. The majority of these funds were
expended by programs under the jurisdiction of the Committee on Finance.

The primary sources of Federal support for child day care under the
jurisdiction of the Finance Committee include two provisions of the Internal
Revenue Code (the child and dependent care tax credit and the exclusion for
employer provided care), the title XX social services block grant (SSBG)
program, child care provided to participants in employment and training
programs for welfare recipients, and the income disregard for child care under
the aid to families with dependent children (AFDC) program. In addition, an
unknown (but probably small) amount of support is provided for child care
services through the child welfare services program, which is also under the
Committee's jurisdiction. It is estimated that between two-thirds and three-
quarters of Federal expenditures for child care in FY 1988 were under these
programs. More than half of the total estimated expenditures for child care
that year were for the child and dependent care tax credit.

Major programs outside the Committee's jurisdiction that also provide
funding for child care include head start, the child care food program, and
food stamps which together accounted for an additional 25 to 30 percent of
estimated Federal expenditures for child care in FY 1988. The remaining
Federal child care expenditures in FY 1988 were for a variety of discretionary
grant and research and demonstration programs.'

Table 1 shows the FY 1988 funding for child care under the major
programs noted above. FY 1988 is the most recent year for which there are
comparable data for these programs. More recent funding information is
included in the individual program descriptions when available.

'See U.S. Library of Congress. Congressional Research Service. Child
Day Care. Fading Under Selected Pogram.. CRS Report for Congress No.
88-686 EPW, by Susan Schillmoeller and Sharon Stephan. Washington, 1988.
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TABLE 1. Estimated FY 1988 Federal Funding
for Major Child Care Programs I/

(in billions)

Programs Under the Jurisdiction of the Finance Committee

Child and dependent care tax credit ................... $3.400
Exclusion for employer provided child or
dependent care services ............................... 105
Social services block grant ............................. 660
Services for AFDC families ............................ 075

Programs Under tha Jurisdiction of Other Committees

H ead start ...................................... 1.206
Child care food .................................... 607
Food stamps ....................................... 050
O ther . . . . . ... . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . .

M Funding for all of these programs except head start and services for
welfare families has been estimated by the Office of Management and Budget
(OMB). Head start funding is the FY 1988 appropriation. Funding for
services for welfare families includes $40 million for the AFDC income
disregard (an OMB estimate) and $35 million for child care provided to
participants in AFDC employment and training programs (estimated by the
Congressional Budget Office). For more detail on program funding, see U.S.
Library of Congress. Congressional Research Service. Child Day Care:
Funding Under Selected Programs. CRS Report for Congress No. 88-686
EPW, by Susan Schillmoeller and Sharon Stephan. Washington, 1988.

]l Other provisions of the Internal Revenue Code relating to child care
include: tax exempt status for nonprofit centers and deductibility of
contributions to such centers; and provisions allowing employers who establish
child care centers to depreciate certain capital costs.

S Total funding for child care under all other Federal programs is
estimated to be less than $1 billion. These programs include the community
development block grant program, child care under student financial aid
programs, vocational education, public housing programs, several early
childhood development programs, the dependent care planning and
development program, temporary child care for the handicapped and crisis
nurseries, child development associate scholarships, day care programs for
Federal employees, and assistance for providers.

Federal child care programs have disparate goals and target groups and
provide for a broad range of services. Many of the programs provide support
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for child care indirectly, e.g., through an income disregard or tax credit, rather
than as a direct payment for child care services. The largest category of
programs are those that provide day care assistance for parents who work or
are in school. Many of the programs target low income families or children,
either by Federal mandat or at State discretion; however, the child and
dependent care tax credit is available only to families that owe income taxes,
and thus does not benefit the lowest income families. The following describes
how the major programs aro structured under law and gives available data on
program expenditures and recipients.

Major Federal Child Cgire Programs Under the

Jurisdiction of the Senate Finance Committee

Programs Under the Internal Revenue Code

Child and deq:ndent car. tax credit. The child and dependent care tax
credit, authorized under sec. 21 of the Internal Revenue Code, allows an
income tax credit for taxpayers who incur child or dependent care expenses
in order to work or attend school. The child care portion of the credit is
limited to expenses for the care of children under age 13 or who are mentally
or physically incapable of caring for themselves. Care provided in centers
serving more than six children must comply with applicable State and local
laws and regulations. The credit amount is based on a percentage, which
decreases as income increases, of a maximum expenditure of $2,400 for 1 child
and $4,800 for 2 or more children. For those with incomes of $10,000 or less,
the credit is 30 percent of the qualified expenses or up to $720 for 1 child
and $1,440 for 2 or mcre children. For each $2,000 in income above $10,000
up to $28,000, the credit is reduced by 1 percent. Those with incomes of
$28,000 or more may claim 20 percent of allowable expenses for the credit or
up to $480 for 1 child and $960 for 2 or more. To claim the credit, the
taxpayer must be married and filing a joint return or be a head of household.
Generally, two-parent families with one wage earner would not qualify for the
credit.

Preliminary data from the Internal Revenue Service on Federal revenue
losses under this program in CY 1986 show that 9.2 million tax returns
claimed $3.5 billion for child and dependent care expenses. The vast majority
of the" claims are believed to be for child care expenditures. The OMB
estimated revenue losses under the program to be $3.5 billion in FY 1987.
The most recent OMB FY 1988 estimate for the program is $3.4 billion
(reduced from an earlier OMB estimate of $3.9 billion).

Dependent care exclusion. The dependent care exclusion, sec. 129 of the
Internal Revenue Code, allows employees to exclude from their gross income
up to $5,000 ($2,500 for those married, filing separately) for employment-
related dependent care distance (including that provided for children under
age 13) paid for or provided by their employers. To qualify, the dependent
care amistsnc programs (DCAPs) must meet certain criteria, including
nondscrimination rules. Care provided through centers serving more than six
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children must meet applicable State and local laws and regulations. The
dependent care exclusion primarily benefits the employees, but also benefits
employes in that they do not have to pay social security and medicare taxes
on the portion of income excluded by their employees. OMB estimated that
$20 million wa spent under this program in FY 1986 and $30 million in FY
1987. The most recent OMB FY 1988 estimate for the program is $105
million (increased from an earlier OMB estimate of $65 million). There are
no data on the number of children who receive child care services under this
program or the characteristics of the services.

Changes under the Family Support Act of 1988. Until 1988, the child
care benefits available under these two programs were not coordinated. This
was changed under The Family Support Act of 1988 (P.L. 100-485) which
limited the expenses that may be used to claim the tax credit, dollar for dollar,
by the amounts excluded under the DCAP program effective for the tax year
beginning after December 31, 1988.

Social Services Block Grant Program

The SSBG program, authorized under title XX of the Social Security Act,
provides Federal funds to States for a variety of social services with no State
matching required. Funds are allocated to States on the basis of relative
population. States are allowed great discretion in determining what services
to provide and the population to be served with SSBG funds. However, child
day care is specifically included as an allowable service under the authorizing
legislation and, if provided, must meet applicable State and local law. Because
States are not required to submit detailed reports on their use of the SSBG
funds or the characteristics of program participants, there are not
comprehensive data on the use States make of SSBG funds for child care
services. OMB estimated that $660 million was spent under the SSBG
program in FY 1988 for child day care services. This estimate, however, was
based on the assumption that the pattern of spending under title XX has
generally remained unchanged since 1980, the last year for which detailed
expenditure data are available. At that time, title XX provided 75 percent
reimbursement for most child day care services, earmarked a specific level of
additional funding for 100 percent reimbursement, and mandated certain
income eligibility criteria for receipt of services.

Funding for the total SSBG program was $2.7 billion in each of FY 1987-
1989. An additional $50 million authorized for FY 1988 was never
appropriated.

Aid to Families With Dependent Children Program

The child care disregard. The AFDC program provides Federal matching
at the medicaid matching rate (which ranges from 50 to 80 percent) for State
programs of cash assistance to needy families with children. Under this
program, State. are required to deduct child care expenses of up to $160 per
month per child from household earnings (that is, these expenses are
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"diregarded' when calculating eligibility for and the amount of AFDC
benefits. OMB estimated that the cost of this provision was $40 million in FY
1988. In 1987 (the latest year for which the data are available), 1.4 percent
of AFDC families (or about 56,000 families) deducted child or dependent care
expenses from their earned income. The average monthly deduction was $111.

The child care income disregard provisions were amended under the
Family Support Act of 1988 to, effective October 1, 1989, increase the child
care disregard to $175 per month per child age 2 or older and $200 per month
for each child under age 2. The child care disregard is to be calculated after
other disregard provisions.

Child care for families in employment, education, and training. The
Family Support Act also replaced, effective no later than October 1, 1990, the
child care provisions for recipients in existing AFDC education, work and
training programs, such as the work incentive program, with a new program
called JOBS (job opportunities and basic skills program). Under the new
legislation, the State welfare agency is to guarantee child care that is
necessary for the employment of AFDC parents. The State agency is to also
guarantee child care needed for their participation in education or training
activities, including the JOBS program, if the agency approves the activity and
determines the individual is participating satisfactorily. States may provide
the child care directly or arrange for the care through contracts, vouchers, or
other arrangements. The child care provided must meet applicable State and
local standards. In addition, States are to establish procedures to assure
center-based care is subject to basic health and safety requirements and must
develop guidelines for family day care. The new Family Support Act also
provides that, effective April 1, 1990, families who become ineligible for AFDC
benefits because of increased hours of or increased income from employment
or as a result of the earnings disregard are, when necessary, to continue to
receive day care assistance for at least 12 months, on a sliding fee scale based
on the family's ability to pay.

Federal matching for States for the costs of day care is to be at the
medicaid matching rate for up to $175 per month per child age 2 and older
and $200 per month per child under age 2, or a higher amount established by
the State, but cannot exceed local market rates. The Administration's Budget
Request for FY 1990 includes $163 million for child care work activities.
Program officials indicate that $89 million of these funds would be for child
care for participants in employment, education and training programs; and $74
million would be for transitional child care services. The new law also
authorize $13 million for each of FY 1990 and FY 1991 for matching grants
to States to improve their child care licensing and registration requirements
and procedures and to monitor the care provided to AFDC children. However,
no funding is included for these purposes in the Administration's FY 1990
Budget Request

20-453 0 - 89 - 5
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Child Welfare Service

The child welfare services program authorizes 75 percent Federal
matching grants to States for a variety of services to protect the welfare of
children, prevent the unnecessary separation of children from their families,
assist with family problems, and place children in adoptive homes-or other out
of home care when necessary and appropriate. Child welfare services may
include day care. However, States are not required to report on expenditures
under this program by specific service categories and the amount of funding
used for child care services is unknown. The total appropriation for child
welfare services in FY 1989 is $246.7 million.

Brief Description of Other Major Federal Child Care Programs

Head Start

Head start provides Federal matching grants to local head start agencies
to help provide a variety of social, educational, nutritional, and medical
services to low income children before they begin their formal education. The
FY 1988 appropriation for head start was $1.206 billion; the FY 1989
appropriation is $1.23 billion. More than 448,000 children were served under
head start in FY 1988; and it is estimated that more than 452,000 will be
served in FY 1989. This constitutes approximately 18 percent of the income
eligible population for the program.

Child Care Food

The child care food program provides funds and commodities to States to
provide reimbursement, on the basis of legislatively set rates, for the cost of
meals served to children in public and private nonprofit day care centers,
family and group day care -homes, and head start programs. The
Administration estimates Federal costs for the program at $607 million in FY
1988 and $659 million in FY 1989. In FY 1988, an estimated 1.2 million
children were served daily under the program.

Food Stamps

The food stamp program allows child care expenses relating to work or
training of up to $160 per month per household (this was changed to $160 per
month per child under the Hunger Prevention Act of 1988, P.L. 100-435) to
be deducted (or disregarded) from the household income when determining
eligibility for food stamps and the value of the food stamps a household may
receive. An estimated $50.2 million was "spent" for all dependent care
deductions (including child care expenses) under the food stamp program in
FY 1988. In the summer of 1986 (the latest year for which these data are
available), 140,000 households or 1.9 percent of all food stamps households
claimed deductions for child care expenses, averaging about $90 per month.
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CHILD CARE LEGISLATION REFERRED
TO THE COMITIEE ON FINANCE

Elen child care bills have been referred to the Committee on Finance
in the 101st Congress. All of the" bills would amend the child care
provisions under the Internal Revenue Code. Niqe of the bills would also
address perceived child care issues in other ways. The following briefly
summarizes the major provisions of each of these bills.

S. a, Kids in Day-Car Services Act of 1989

The Kids in Day-Care Services Act of 1989, introduced by Senator Wilson
on January 25, 1989, would amend title XX to earmark $400 million for each
of FY 1990-1993 for a new Federal matching grant program for States to fund
a variety of child care services for low and moderate income families. It would
also authorize $100 million for FY 1990 for State grants to help establish and
operate child care liability risk retention groups and $25 million for FY 1990
for State revolving loan funds to help child care providers make capital
improvements necessary for licensure. The bill would provide that income
earned as a child care provider would not be counted towards reducing the
benefits of social security recipients under age 70 because of excess earnings;
create a tax credit for small businesses for acquiring, constructing or
establishing a child care facility, phase out the child and dependent care tax
credit for adjusted gross incomes above $78,500, and make it refundable; and
create an alternative to the dependent care tax credit for the child care
expenses of preschoolers of low income employed taxpayers.

S. 159, Family Choice Tax Credit Act of 1988

The Family Choice Tax Credit Act of 1988, introduced by Senator
Domenici and others on January 25, 1989, would establish a new tax credit
for families (with incomes of $30,000 or less) with children under age 5. The
credit would be payable in advance with the taxpayer's wages. Those
receiving the new children's tax credit could not receive the earned income tax
credit. The child and dependent care tax credit would not be available to
those with children under age 5. The bill would also provide for child care
liability reforms, including limiting liability of certain child care providers
complying with applicable licensing and accreditation regulations, eliminating
the liability of nonprofit organizations and local education agencies that own
separate businesses involved in the provision of child care, and reducing
damage awards by any collateral compensation received. The bill would
authorize $75 million for the formation of State child care liability risk
retention groups in FY 1990; and would authorize $25 million for State
revolving loan funds for making loans to providers to enable them to make

2A'istance with this section was provided by Anne Stewart, Analyst in
Social Legislation, Education and Public Welfare Division; and Marie Morris,
Legislative Attorney, American Law Division.
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capital improvements necessary for licensure or accreditation as family basedprods

S. 167, at in Child Carm Act of 1989

The Partnerships in Child Care Act of 1989, introduced by Senator Heinz
on January 25, 1989, would amend title XX to authorize $300 million for each
of FY 1990-1992 for Federal matching grants to States for a variety of child
care services. The bill would also increase the maximum credit available for
child cars expenses for low income families under the child and dependent care
tax credit program, make a portion of the credit refundable, require eligible
care to be in compliance with applicable State and local laws, and prohibit use
of the credit for certain subsidized expense.. Under the bill, a Federal
coordinator of child care would be appointed; and a National commision
would be established to assess the quality of child care nationally and
recommend model child care standards. The bill would also authorize child
care demonstrations, an inventory of national child care services, and a study
of relevant Federal policies. Finally, the bill contains a sense of the Senate
provision relating to the role of governmental bodies as models for private
business in the area of employer provided child care and review of relevant
policies.

S. 364, Employment Incentives Act of 1989

The Employment Incentives Act, introduced by Senator Gore on Febuary
7, 1989, would increase the earned income tax credit by one of two amounts,
depending on family size. For families with 1 child, the credit would be
increased to 21 percent of the families' first $6,810 in earnings in FY 1990,
with a maximum credit of $1,430. For families with 2 or more children, the
credit would be 30 percent of the first $6,810, with a maximum credit of
$2,043. The allowable credit would be reduced incrementally for families with
gross incomes above $10,740. The bill would also amend the child and
dependent care tax credit program to make the credit refundable and to
increase the maximum credit amount available for families with incomes
between $10,000 and $29,000. In addition, for purposes of determining
whether a taxpayer is entitled to a dependency exemption or considered to be
maintaining a household, the bill would permit taxpayers to disregard support
provided under governmental assistance programs where eligibility in
determined on the basis of need or income. The bill would also increase the
authorization level for title XX to $2.9 million in FY 1991, increasing to $3.3
billion in FY 1993 and thereafter. The bill does not stipulate a use for these
funds.

S. 392, Parental Choices in Child Care Act of 1989

The Parental Choices in Child Care Act, introduced by Senator Coat. on
Febuary 8, 1989, would amend the Internal Revenue Code to provide a
refundable tax credit for families with incomes under $25,000 and with
children under age 6. The credit amount would be base on the Federal
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Insurance Contributions Act (FCA) tax rate and earned income of the
p nt, but could not exceed $1,000 per child. The credit would be payable
in advance with the taxpayer's wages. The bill would also amend the child
and dependent care tax credit program to limit its use to parents with
children under age 6 with adjusted gross incomes of $25,000 or less. Parents
could claim either the new tax credit or the child and dependent care tax
credit. The bill would also provide a 10 percent business tax credit for
employer expenditures for DCAP programs.

5. 409, Child Care Assistance and Resources Expansion Act
of 1989

The Child Care Assistance and Resources Expansion Act of 1989,
introduced by Senator Bochwitz on Febuary 9, 1989, would authorize $500
million for each of FY 1990-1992 for a new Federal matching grant program
for States to support a variety of child care activities. The bill would also
establish a commission to develop model child care standards; authorize the
provision of additional meals under the child care food program; amend the
Library Services. Construction Act to authorize $12.5 million for each of FY
1990-1992 for grants to public libraries for buying and delivering children's
materials to family and group home providers; amend the child development
associate scholarship program to expand eligibility, authorize use of funds for
training child care providers and stipends for advisors, and authorize $5
million for the program for each of FY 1990-1992; and authorize $50 million
for each of FY 1990-1992 for a new program of grants to local education
agencies to establish school based child care programs. In addition, the bill
includes amendments to the tax code to 1) allow a tax credit for a portion of
the expenses (up to $9,000) paid by a qualified child care home providP: for
the purpose of making renovations required by State or local law; 2) reduce
the child and dependent care tax credit for those with incomes above $35,000
or $45,000 and eliminate it for those with incomes in excess of $44,000 or
$54,000, depending upon family size; 3) make the child and dependent care tax
credit refundable; and 4) establish an infant care tax credit.

S. 412, Expanded Child Care Opportunities Act of 1989

The Expanded Child Care Opportunities Act of 1989, introduced by
Senator Packwood, Senator Moynihan, and others Febuary 9, 1989, would
amend the child and dependent care tax credit to increase the credit for
families with low and moderate incomes and make the credit refundable. The
bill would also authorize an additional $400 million for FY 1990 and each
succeeding fiscal year under the title XX SSBG program to support a variety
of child care activities.

S. 569, Choioe for Children Act of 1989

The Choices for Children Act of 1989, introduced by Senator Bond and
others March 15, 1989, would authorize $450 million for FY 1990-1992 for a
new Federal matching grant program for States to support a variety of child
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care activities. The bill would also authorize 1) $50 million for FY 1990 for
grants to State. to establh employer child care liability insurance pools; 2)
$50 million for FY 1990 for grants to States to establish family based child
care liability risk pools; 3) $50 million for FY 1990 for grants to States to
establish a revolving loan fund for family based providers to borrow from in
making capital improvements necessary to meet State and local day care
standards; and 4) $100 million for FY 1990-1992 for grants to States to
provide grants to school districts to offset start-up costs of extended day care
programs. In addition, S. 569 would provide a ttex credit to employers for
acquiring, constructin& or rehabilitating a qualified child care facility.

S. 601, Working Family Child Care Assstnce Act of 1989W

The Working Family Child Care Assistance Act of 1989, introduced by
Senator Dole and others March 15, 1989, would create a new refundable child
tax credit for wage earners with children under age 4. For each child under
age 4, families could receive a credit equal to 14 percent of earned income,
with a maximum credit of $1,000 per child. Initially, the credit would be
reduced by an amount equal to 20 percent of the excess of the adjusted gross
income (AGI) or earned income (whichever is greater) over $8,000 and would
thus not be available to families with AGI or earned income over $13,000. In
subsequent years, both the starting and end points of the phase out range
would be increased by $1,000 increments. In 1994, the credit would phase out
between $15,000 and $20,000. The credit would be refundable. Families
would have the option of receiving the refund in advance through a payment
added to their paycheck. The bill would also make the existing child and
dependent care tax credit refundable. Families could not claim both the new
child credit and the child and dependent care credit for the same child but
could choose the larger of the two credits.

S. 6892, Child Car Services Improvement Act of 1989

The Child Care Services Improvement Act of 1989, introduced by Senator
Hatch on April 4, 1989, would create a new tax credit for employers equal to
25 percent of their expenses for acquiring, constructing, or establishing on or
near site day care. The credit would be limited to $100,000 per year. It
would also establish a new tax credit for employers who allow employees to
shift their hours of employment or to work at home in order to reduce child
care needs. The maximum credit amount per employee would be $2,000. The
bill would treat in home and family based child care providers as independent
contractors for purpome of income tax withholding and employment taxes. It
would reduce the self employment tax liability for these providers to one-half
the regular belf employment tax rate, would not require them to make
quarterly payments of estimated taxes on income from day care services, and
would exempt them from certain underpayment penalties. The bill would also
establish a new subpart under the title XX program and authorize $250

*This is the legislation proposed by the Bush Administration.
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million for seh of FY 1990-1992 for matching grants to States for a variety
of child cae services; authorize the Secretary of Department of Health and
Human Service. (DHHS) to make up to 10 demonstration grants for child
development models; and authorize $25 million for FY 1990 for grants to
State. to establish a revolving loan fund for family based providers to borrow
from in order to make capital improvements necessary to meet State and local
day care standards. The bill would establish a President's Award for
Responsive Management Policy to honor public and private sector employers
who make significant child care contributions in their businesses or
communities. It would also provide for child care liability reforms, including
limiting the liability of certain child care providers complying with applicable
licensing and accreditation regulations, eliminating the liability of nonprofit
organizations and local education agencies that own separate businesses
involved in the provision of child care, and reducing damage awards by any
collateral compensation received. The bill would authorize $100 million for
FY 1990 for the formation of State child care liability risk retention groups.

S. 761, Child Care Assistance Act of 1989

The Child Care Assistance Act of 1989, introduced by Senator Domenici
and others on April 11, 1989, would create a new refundable young child tax
credit for taxpayers with dependent children under age 5 living with them.
The maximum credit would be $1,000 for 1 qualifying child, $1,500 for 2
qualifying children, and $2,000 for 3 or more qualifying children. The credit
would be equal to 12 percent of the taxpayer's first $10,000 of earned income
for 1 child, plus 6 percent for each additional child. The credit would be
phased out at incomes between the $10,000 and $20,000 for taxapyers with
1 child, between $10,000 and $25,000 for 2 children, and between $10,000 and
$30,000 for 3 or more children. The credit would be payable in advance with
wages. Taxpayers could choose to use the young child credit or the dependent
care credit, but not both. The bill would also grant employers a tax credit
equal to 10 percent of their expenditures for a qualified dependent care
assistance program each year. In addition, the bill would amend the
dependent care planning and development program to authorize $300 million
for each of FY 1990-1992 for a variety of child care services. The bill would
further authorize $75 million for FY 1990 for the formation of State child
care liability, risk retention groups; would authorize $25 million for FY 1990
for grants to States to establish a revolving loan fund for family based
providers to borrow from in order to make capital improvements necessary to
meet State and local day care standards; and mandate a study by the
Secretary of Labor on barriers to employer provided child care.
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PREPARED STATEMENT OF SENATOR CHRITPHER S. BOND

Mr. Chairman. I'd like to begin by thanking you and the other members of the
committee for holding hearings on the increasingly important issues surrounding
the provision of child-care in this country. and for giving me the opportunity to tes-
tify before the committee about my own bill Choices for Children.

Yesterday and today you have very patiently listened to arguments for the so-
called "liberal" ABC bill and so-called 'conservative" tax credit approaches. After
introduction of the ABC bill last year, I began my own research on the issue and
came to the conclusion that $2.5 billion per year was an awful lot to spend in the
first year of any untested federal commitment; and, that to address this very sensi-
tive issue, we were likely to get more for our money by using our public money to
leverage private dollars and come up with LOCALLY-BASED solutions.

To be honest I was quite surprised when the first "conservative" alternative to
the ABC bill was unveiled-a toddler tax credit which would have cost far more
than $2.5 billion per year.

It defies logic that a federal government that cannot afford the worthwhile pro-
grams we have already taken responsibility for would want to take on a newly even
more costly program-especially when we don't necessarily have to.

Don't get me wrong, I am not against federal expenditures or revenue losses for
child-care. What I am against is the notion that the federal government must next
year claim ongoing financial responsibility for a new social program.

Yet that is exactly how the debate is shaping up. Whether it is ABC or a tax-
credit approach that finally passes, or a hybrid of the two, the end result is that the
federal government is again locked into an ongoing and increasingly costly obliga-
tion. I would like to echo the sentiments expressed yesterday by Senator Coats in
support of more innovative approaches to solving the problem those which involve
the private sector.

While many if not a majority of my republican colleagues believe that changes to
the tax code are the my to go on this particular issue, I do not believe that tax cred-
its to families alone will solve the problem.

As my home-town paper, the Kansas City Times pointed out, in response to the
Presidents proposal, you can't use care if it's not available.

My proposal, cosponsored by Senators Hatch, Danforth and Stevens, contains sev-
eral provisions designed to increase availability through federal seed money for
neighborhood child-care providers, for extended day programs in schools and
through a business tax credit for both for-profit and not-for-profit organizations.

I do not believe we in Congress should be sending the message to our constituents
that again. the federal government can solve all of their problems with a pot of
gold.

Finally, Mr. Chairman, I would like to direct your attention to what my constitu-
ents in Missouri and I believe most Americans view as a great problem--equally as
compelling as the preschool child-care problem-and that is the problem of latch-key children.Last year the Labor Department issued a report which refused to acknowledge a

nationwide shortage of child-care overall. They did concede, however, that if a short-
age did exist, it was in the area of "latch-key" care. The Labor Department states
that over one million elementary and junior high students are unsupervised either
before or after school. Studies have shown that unsupervised children are far more
likely to get into trouble, to do drugs. to do poorly in school and thus not reach their
potential.

While home in Missouri discussing the child-care issue, I hear over and over
again, from parents in small towns to parents in St. Louis and Kansas City, and
even from the business community, that our schools hold at least part of the answer
to the child-care problem. Given some funding for start-up costs up front, the
schools have the infrastructure necessary to develop and maintain quality extended-
day programs at very little cost to themselves, and at little or no long-term cost to
the federal government.

Missouri is one of very few states which has chosen to use limited discretionary
dollars to expand the supply of extended-day programs. And to great success. The
Schools of the 21st Century program in independence Missouri, modeled after Ed
Zigler's comprehensive plan, reports that after a small grant to fund start-up costs.
maintenance of the program is paid for entirely by parents fees. I should also stress
that independence Missouri is not a wealthy area, and that children from low-
income families are assisted through a sliding fee scale.

I believe that Ed Zigler was right-his notion of Schools of the 21st Century
should be the direction we begin heading. Yet, fear that in the heat over the debate
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about preschool care, we may end up ignoring the older children who also need our
help.

In closing, I would like to urge again that we look at ways to shift at least part of
the burden away from the federal government in coming years; and to stress the
importance of including school-aged children in the final solution. Thank you.
Enclosure.

CHOIcES FOR CHILDREN

The goal of this bill is to expand the choices available for parents in the provision
of child care for their children by involving the private sector and state govern-
ments in expanding child care alternatives locally. Recognizing the realities of a
tight Federal budget, this bill targets programs for funding that will shift the
burden AWAY from the Federal Government in coming years. Senator Bond's posi-
tions on the Budget and Small Business Committee make him a perfect advocate of
this type of approach. This represents the "middle ground" of the current child care
debate here in Washington. To the left of this approach are those who advocate set-
ting up a large Federal bureaucracy and federal standards to administer what is
essentially a local and parental responsibility. The much-touted Act for Better Child
Care moves toward increased entitlements and reliance on an already overburdened
Federal Government. To the right of Senator Bond's approach are those who advo-
cate changes in the tax code to increase family income for families with children.
While increased family income may be a laudable goal, this approach does nothing
to address the availability problem in areas of the country experiencing child care
shortages. Unfortunately, the evolution of the debate may result in some sort of un-
wieldy compromise between these two extreme approaches. Through this bill we
hope to make a responsible start in-- addressing the child care problem while work-
ing towards a comprehensive solution that minimizes long-term Federal involve-
ment.

STATE GOVERNMENT AS A PARTNER-BLOCK GRANT

This section provides for a block grant component for states to fund programs at
their discretion. Uses may include (but are not limited to) training of day care pro-
viders, voucher systems for low-income parents, setting up of information and refer-
ral systems, etc. Preference should be given to funding for programs which target
those families earning not more than 200% of poverty level income AND which
demonstrate an ability to achieve a degree of self-sufficiency over time. The state
should make an effort to provide funding for innovative model programs sponsored
by businesses, schools, and family provider networks as well as community-based or-
ganizations. Total cost will be $300 million per year over next three years ($250 mil-
lion block grant to states; $50 million block grant for states earmarked for demon-
stration programs) Entities which receive funding will be required to meet state
standards for the provision of child care.

Each state will, with a portion of the block grant funds, set up an Office of the
Child within an appropriate state agency to provide information and technical as-
sistance to community agencies, businesses, schools and family providers.

There will be a 20% state match on block grants.

BUSINESS AS A PARTNER

This section would provide incentives for employers to help offset some of the ini-
tial start-up costs associated with establishing on-site or off-site day care.

* A 25% tax credit for costs of rehabilitation, construction, or expansion of an on-
site day care center-or for contributions to an off-site center to expand availability
in the community. Both for-profit and not-for-profit organizations would be eligible
to apply for the credit. The Joint Committee on Taxation estimates and annual loss
to the Federal treasury of between $100-$200 million per year for the on-site provi-
sions. We have asked for a cost estimate which will take into account the off-site
provision as well.

& Establishment of liability insurance risk pool for eligible providers, including
businesses. Cost = $100 million--one time expense.

FAMILY PROVIDERS AS PARTNERS

This section would provide incentives for self-employed neighborhood providers to
become involved and licensed. Specifically:
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* $50 million revolving loan fund for family providers -to borow from to meet
state licensing standards.

* Establishment of liability insurance risk pool for eligible providers, including
family-based providers. (Cost included in $100 million risk pool for businesses.)

SCHOOLS AS PARTNERS

This section would provide incentives for schools to begin addressing the pressing
problem of latch-key children, including:

e $100 million grant program to fund for start-up costs (including program design,
equipment, and staffing) for after-school day care facilities. This program would be
administered through state departments of education. School districts would be able
to apply for grants of up to $10,000. Missouri has programs already established
which could serve as models nationwide.

ENSURING EFrIrvE LONG-TERM SOLUTIONS

* As part of the block grant component of the bill, the states should be required
to submit a report to the Department of Health and Human Services detailing the
projects funded and expectations of success. In addition, money for a significant, na-
tionwide study should be set aside to (1) determine the extent of the child care prob-
lems in each state and (2) determine the most effective strategies to meet each
states' specific problems.

S**Total cost of this bill, including outlays and revenue losses = a approximately
$600-$650 million during 1990; and $500-$550 million during 1991 and 1992.
(not including estimated revenue loss for contributions to off-site care facilities)

* *Total over three years: approximately $1.75 billion

CHOICES COST CHART

Child-care block grant to states-$300 million per year
Dept. of Education block grant-$100 million per year
Family provider revolving loan-$50 million
Liability risk retention pool (for any eligible provider)-$100 million
Tax credits for employers-$100 million per year 1
Total for 1990-$650 million
Total for 1991-$450 million
Total for 1992-$450 million
Total three year cost-$1.55 billion
Total three year cost of ABC-$7.5 billion
Total three year cost of Bush proposal-$4.4 billion

This figure is based on last year's estimate prepared by the Joint Tax Committee
and does not include credits for non-profit providers. We have requested a new
estimate which includes the non-profit provisions.

PREPARED STATEMENT OP SENATOR RUDY BOsCHwrrz

Good morning Mr. Chairman. I want to thank you and the distinguished members
of the Finance Committee for giving me the opportunity to testify at this hearing.

Through my work on the Nutrition Subcommittee of the Agriculture Committee,
I've been involved in child care issues for several years. The same with the Small
Business Committee.

Mr. Chairman, I won't sit here and roll out statistics about the need for child
care, because I think there is a general acknowledgement that the need exists, and
will become greater in the future.

I represent a State that has developed an extremely effective child care system.
We are 21st in population, but second in the number of licensed child care provid-
ers. Minnesota has established a system that includes reasonable licensing require-
ments, effective oversight from local and county government and a strong support
network for the licensed, in-home care provider.

Minnesota focuses on the in-home, family care provider, and our experience has
shown that a strong network of in-home providers makes quality child care more
affordable and available for everyone. For that reason, I'm not a fan of federalizing
child care, and with such federalization, establishing national standards, with all its
rules, regulations, red tape and yes, bureaucracy. Most importantly, my child care
providers don't want it either. Their association of 12,000 providers reject the ABC
bill and endorse mine-which I will outline. -
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So what should the federal role be? My feeling, Mr. Chairman, and the feeling of
my child care community, is that federal child care legislation should have as its
goals these three things:

First, it should encourage providers to become licensed in their state licensing
program.

Second, it should target assistance to lower-income parents;
Finally, and while I do not underestimate the n for centers, legislation should

assist and encourage the in-home, family care providers who make up the majority
of care providers in America.

Here's the typical scene: a young couple has their first or second child. The par-
ents decide that one of them-most frequently the mother-should remain at home
with the children. Yet the family needs a second income. For many couples, the
answer is to turn their own home into a child care facility. By taking in several
other children, the one parent is able to earn enough extra income to keep the
family going.

It's a very common scenario, Mr. Chairman, and the fact is that these types of
homes normally provide the highest-quality child care. When a parent is caring for
their own children, as well as others, the quality of care is likely to be as high as
possible. My bill, the Child Care Assistance and Resources Expansion Act (Child-
CARE), helps this situation in several ways.

First, I provide an increased tax credit for low-income parents. My bill phases it
out for higher-income families and uses the savings from this phase-out to make it
refundable for lower-income parents. I should add that my bill was the first child
care bill to make this credit refundable.

Second, I provide a tax credit to the parents who want to turn their home into a
child care facility, but need to make improvements. 30 percent for the first $3,000;
20 percent for the second $3,000 and 10 percent for the third $3,000.

Finally, my bill expands the child care food program. That program makes up
nearly 20 percent the income of many care providers. A year ago I was able to
amend the Hunger Prevention Act so that Minnesota providers could take part in a
pilot expansion of the child care food program. Now in Minnesota, providers who
have children who stay more than eight hours can be reimbursed for an extra meal
or snack for those children. I'm told that more than 40 percent of the providers in
Minnesota take advantage of this program. That's just in the first six months of the
program, and the number continues to grow.

There are some other provisions in my bill, Mr. Chairman, including extended
day care programs in elementary schools, a $50 million provision for the so-called
latch-key children, a bookmobile-type program that would give providers access to
books, tapes and games, and additional training for providers.

The bookmobile provisions are unique to my bill, and have received lots of praise
from library and child care groups, not only in Minnesota, but around the country.

All of the above items, however, have one thing in common: they are designed to
encourage quality, in-home providers to go into the business, to become licensed,
and to stay in the child care business, and they do so by using the resources of the
federal government, without creating a large federal regulatory burden on the men
and women who provide child care.

I also want to emphasize that I am in favor of licensed child care. All the provi-
sions in my bill-expansion of the food program, the home improvement tax credit,
the bookmobile program and others-are designed to provide incentives to providers
to become licensed.

Besides the obvious fact that licensing helps increase the quality of child care,
this committee also has an interest in encouraging providers to become licensed. It
is the licensed provider who pays his or her taxes, while the unlicensed provider
who works "underground" as they say, has less incentive to comply with the tax
codes.

But at the same time, I would underscore that I think that licensing should be
done at the state level, and not by the federal government. I believe that the federal
government has an obligation to make quality, affordable child care more available
to everyone. And in doing so with the methods I've outlined, we can provide that
assistance without building a bureaucracy that will put up additional obstacles that
providers will need to overcome.

PREPARED STATEMENT OF NANCY DunF CAMPBELL

Mr. Chairman, and members of the Committee, the National Women's Law
Center is a national women's legal organization that has been working for over six-
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teen years to pfutect and advance women's legal rights. We are pleased to have this
opportunity to testify on child care legislation pending before this Committee.

We believe that nothing less than comprehensive child care legislation that ad-
dresses the important issues of quality, availability, and affordability will provide
meaningful assistance to the millions of low-income families who are so in need of
help in meeting their child care needs. For this reason, we support the Act for
Better Child Care Services (ABC), which was recently favorably reported out of the
Committee on Labor and Human Resources. Although several of the proposals pend-
ing before this Committee would provide important income support to low-income
families with children, through tax credits or expanded funding of the Title XX
Social Services Block Grant program, they do not address the fundamental child
care problems these families face. By themselves, they do not constitute an effective
child care policy.

1. The Child Care Problem. Clearly there is a child care crisis in this country that
is threatening the well-being of vast numbers of American families, particularly
low-income families. We commend the policymakers in the Administration and the
Congress-including the members of this Committee-who have at last begun to pay
serious attention to the child care crisis. Legislation must be enacted that effectively
addresses the overwhelming problems of cost, quality, and availability that plague
our nation's child care system.

First, the cost of care is often prohibitive, averaging $3,000 a year per child, per
year. For a single woman working full-time at the minimum wage, this amount is
over 40 percent of her annual income. It is over 10 percent of the median family
income.

Second, the quality of care is often so poor that it threatens the health, safety and
well-being of children. State standards for child care providers vary significantly
from state to state, and often are severely lacking. For example, 31 states do not
regulate group size for preschool-age children and 25 states do not regulate group
size for infants. Twenty-two states do not require any specialized teacher training
for day care center workers, and seven states do not require any training at all.
Forty-two states do not require training for family day care providers, even in rudi-
mentary first aid techniques.

Third, the supply of child care is woefully inadequate. There are only about three
million providers for over 23 million children in need of cre. Low-income families
suffer disproportionately. Florida, for example, served 40 percent more low-income
children in 1987 than 1981, but has a waiting list of nearly 30,000 children, which is
growing daily. Nationwide one out of every ten children age five and under is left
unattended part of each day, more than 2 million children age five through thirteen
are not supervised by an adult after school, and approximately 2.4 million children
are in self-care before school, after school, or at night, or are in the care of someone
under age fourteen.

It is abundantly clear that women and children across t'he nation are in dire need
of help. Unless they receive that help our nation's future is also at risk. Unfortu-
nately, there are no quick and easy fixes.

2. The Tax Proposals. Several tax credit proposals have been introduced in the
101st Congress in response to the increasing national concern about child care. Al-
though tax credits can be an important means of income support for low-income
families with children, they do not address the significant problems of quality, avail-
ability, and affordability facing today's working mothers and their children. They
can effectively supplement a direct services initiative to address these problems,
and, in this respect, we support them. However, it is important to be clear that they
must not supplant such an initiative. They simply are not equipped to solve the
problems before us.

Tax credits, virtually by their nature, do not address the quality of child care for
which they may be used. They contain no Federal standards, or funding stream to
improve existing state standards for care. Indeed, in most instances they may be
used to provide care that is totally unregulated.

Nor do tax credits address the need to increase the affordability or supply of care.
They assume that supply will grow with demand and that demand will be met by
increasing the income available to parents to purchase care. The problem with this
theory is that tax credits, as currently proposed, do not provide enough income to
pay the cost of care, which averages $3, a year, per child.

3. Considerations in Evaluating Specific Tax Credit Proposals. In evaluating the
tax credit proposals before the Committee--many of which contain positive ele-
ments-there are several considerations to keep in mind. These considerations bear
on the extent to which a proposal changes current law, and the effect of that change
on particular taxpayers. The relevant credits in current law are the dependent care
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tax credit and the earned income tax credit. These credits serve different purposes,
which must be remembered in comparing other proposals to them.

The dependent care credit I serves three purposes. As a child care measure, it rec-
ognizes that child care is a significant and socially-useful expense for working fami-
lies, and that government should provide some help to families in meeting that ex-
pense, particularly lower-income families. As a tax measure, the credit promotes
'horizontal equity," an important goal of our nation's tax law. That is, the credit

recognizes that families with the same income and family size who have employ-
ment-related, out-of-pocket child care expenses have less ability to pay taxes than
families with the same income and family size who do not have such expenses. In
order to promote "horizontal tax equity" between these families, taxpayers with em-
ployment-related child care expenses are given a tax credit to partially offset their
child care expenses and thereby equalize their ability to pay taxes. Among taxpay-
ers who are eligible for its benefits, the credit also promotes "vertical equity," that
is, provides greater benefit to lower-income than to higher-income taxpayers.

The earned income credit serves different purposes, and is calculated in a differ-
ent manner. It is designed to refund to low-income working families with children a
portion of their payroll taxes. As such, it promotes "vertical equity" in our tax
system, and provides critical income support to low-income working taxpayers.
Hence eligibility for this credit is determined not by reference to child care expenses
but by reference to income. 2

For 1989, approximately 12.1 million taxpayers are expected to claim the earned
income credit, receiving an average credit amount of $553, for a total of $6.7 billion
in tax relief. Nearly 10 million taxpayers are expected to claim the dependent care
credit, receiving an average credit amount of $440, for a total of over $4.3 billion in
tax relief.

The following considerations are relevant in evaluating the new proposals.
The first consideration is the effect that a proposed credit would have on low-

income taxpayers. Questions include the amount of the maximum credit, whether
the credit is targeted or limited to low-income taxpayers, and whether the credit is
refundable. The Center believes that any revisions to current tax-credit law must be
targeted to provide maximum benefit to low-income families.

The second consideration is the effect that a proposed credit would have on high-
income taxpayers. Questions include whether the credit is available to high-income
taxpayers and, if so, how their benefits compare to the benefits provided to low-
income taxpayers. The Center believes that tax relief for low-income taxpayers
should be funded by broad-based limitations on the tax benefits provided to high-
income taxpayers (and businesses). However, we oppose limitations on the depend-
ent care tax credit, such as those originally proposed in last year's Family Support
Act, that would expressly decrease some families' dependent care tax relief in order
to provide greater dependent care assistance to other families.

The third consideration is the effect on taxpayers with employment-related, out-of
pocket child care expenses as compared to taxpayers who do not have such expenses.
Current law, through both the dependent care and earned income credits, helps low-
income families with employment-related child care expenses, as well as families
without such expenses. The current dependent care credit has been criticized, how-

' The dependent care credit is the largest source of federal assistance to families with child
care expenses. To be eligible for the credit a taxpayer must have employment-related expenses
for the care of a child under the age of 13 (reduced from age 15, as part of last year's Family
Support Act), or for the care of a spouse or any other dependent who is physically or mentally
incapable of self-care. The amount of the credit that may be claimed is determined by the
amount of the taxpayer's expenses and the taxpayer's adjusted gross income (AGI). With respect
to expenses, for all taxpayers eligible expenses may not exceed $2,400 for one dependent or
$4,800 for two or more dependents. With respect to AGI, the credit is targeted to provide the
greatest benefit to low-income taxpayers. Taxpayers with AGIs of $10,000 or less are eligible for
a credit equal to 30 percent of their qualifying expenses, while taxpayers with AGIs over $28,000
are eligible for a credit equal to 20 percent of their qualifying expenses. Between $10,000 and
$28,000 AGI, the applicable percentage declines by one percentage point for each $2,000 increase
in AGI. Thus, the maximum dependent care credit for taxpayers with AGIs below $10,000 is
$720, for one dependent, and $1,440, for two or more dependents, and for taxpayers with AGIs
above $28,000, is $480, for one dependent, and $960, for two or more dependents. The credit is
not refundable; that is, taxpayer must have tax liability for the credit to offset before any bene-
fit may be received from the credit. The credit is also not indexed for inflation.

2 For 1990, the credit (which is indexed for inflation) is equal to 14 percent of the first $6,810
in earned income, reduced by 10 percent of the difference between the taxpayer's AGI (or
earned income, whichever is higher) and $10,740, for a maximum credit amount of $953. The
credit is completely pha.c. out at AGs above $20,270. It is refundable, so than even taxpayers
without tax liability can benefit from its provisions.
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ever, for benefiting only families with employment-related expenses, on the grounds
that one-earner, two-parent families, for example, have lower median incomes than
two-earner, two-parent families, and hence should receive greater amounts of tax
relief. The problem with this argument is that under our tax system only families
with the same incomes are compared in determining ability to pay taxes. Families
with lower incomes generally pay lower taxes already because of progressive tax
rates. The question is whether families with the same incomes but differing ability
to pay (because of expenditures for child care) should pay the same amount in taxes.
Our current system says no, and through the dependent care credit tries to assure
that only families with the same income and same ability to pay taxes actually pay
the same amount in taxes. At the same time, it seeks to help the lowest-income fam-
ilies with children offset their tax liability and receive needed income support
through the earned income tax credit. The Center believes that the current-law phi-
losophy of benefiting both families with employment-related expenses and families
without such expenses should be maintained, and, moreover, that one group of fami-
lies should not be benefited at the expense of the other.

The fourth consideration is whether a proposal provides parents with a meaningful
choice between work in paid employment and work in the home caring for their chil-
dren. This consideration is not a question of tax equity but rather of support for
meaningful family choices. The Center believes that if a proposal is touted as one
that maximizes family choice it should provides families with sufficient tax relief to
te of meaningful help to them in meeting their eniployment-related child care ex-
penses (if a parent wishes to work in paid employment), or in compensating them
for income foregone (if a parent wishes to stay home to care for her or his children).

The fifth consideration is the extent to which taxpayers with children (and other
dependents) of different ages and in families of different sizes are eligible for the
criodit. Questions include whether a proposed credit is limited to families with chil-
dren of certain ages, whether a credit is increased as the number of children in a
family increases, and whether eligibility for a credit or the amount of its benefit is
limited to families with children as compared to families with adult dependents.
The Center believes that family size should be taken into account, and that credits
should be available to families with older children and adult dependents, as well as
families with young children.

4. Specific Tax Credit Proposals. In the time available, it would be impossible to
evaluate each of the numerous tax credit proposals that has been introduced in the
101st Congress. We hope that the criteria we have set forth will be considered by
the Committee in evaluating all of the proposals. Our testimony today will focus on
a comparison of three of the major proposals-S. 601/H.R. 1466, President Bush's
proposal introduced by Senator Dole and Representative Michel (hereinafter the
Bush proposal); S. 412, introduced by Senators Packwood and Moynihan (hereinafter
the Packwood proposal); and S. 882/H.R. 882, introduced by Senator Gore and Rep-
resentative Downey (hereinafter the Gore/Downey proposal).

The Bush Proposal. President Bush's proposal has two components-a new re-
fundable, child tax credit available to very low-income taxpayers with children
under age four, and a change in the current dependent care tax credit to make it
refundable. Families could receive both the EITC and the new credit, but would
have to choose between the new credit and the dependent care credit.

Although characterized as a child care initiative, only the provision to make the
dependent care credit refundable is expressly directed to families with employment-
related child care expenses. While this is certainly a positive step, the heart of the
Bush proposal-the child tax credit-is a modest income supplement, directed to a
very limited number of poor families.3

Evaluating the new credit under the above criteria, it is an improvement on cur-
rent law for low-income families. It is important to recognize, however, that most of
the new tax relief will go to families without employment-related child care ex-
penses. These families will receive the new credit as well as the EITC, while fami-
lies with employment-related child care expenses will receive, in addition to the
EITC, only the difference between the new credit and their dependent care credit.
The new credit's benefits are available neither to moderate- nor high-income fami-
lies, going only to families with incomes below $13,000, and only to such families

3 For 1990, only families with adjusted gross incomes under $13,000 (increasing to $20,000 by
1994) and with a child under age four would be eligible for the new credit, regardless of whether
the family has employment-related child care expenses. The credit is determined according to a
formula, with a maximum credit amount of $1,000 per child available only to families with AGIs
between $7,143 and $8,000 (increasing to $15,000 by 1994). All other eligible families would re-
ceive a smaller credit amount.
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with a child under age four. These limitations are quite restrictive, since other low-
income families with children are equally in need of income support. Finally, al-
though the Bush proposal is being touted as a means of offering families a choice to
work in paid employment or stay home and care for their children, the child tax
credit is far too inadequate to provide such a choice. Even at its maximum amount
of $1,000 per child (which would be lower, because it would be offset against the
family's dependent care credit), it does not approach the average cost of child care
for children under age four, which ranges from $3,900 per child for family day care
to $4,728 per child for center-based care. And $1,000 per child, per year is even more
inadequate as a replacement for wages foregone, even when added to a family's
EITC amount.

The Packwood Proposal. The Packwood proposal takes a different tack, providing
all of its benefits to families with employment-related child care expenses. It in-
creases and makes the current dependent care credit refundable for many low- and
moderate-income families with child (but not adult) care expenses, and increases the
Title XX authorization by $400 million a year, earmarked for child care.

Its effect is to raise the credit amounts for all families with adjusted gross in-
comes below $27,500, decreasing amounts only for families with AGIs between
$27,500 and $28,000. (Families with incomes above $28,000 receive the same amounts
as under current law.) The lowest-income taxpayers (under $12,500 in AGI) are
helped the most, by the provision making the credit refundable and increasing from
30 to 40 percent the amount of eligible child care expenses that may be claimed, for
a new maximum credit amount of $960 for taxpayers with one dependent child and
$1,920 for taxpayers with two or more dependent children. Moderate-income fami-
lies, to the extent their incomes are under $27,500, are also helped. However, the
increased benefits the proposal provides to some families with employment-related
expenses (a maximum of $240 for families with one child and $480 for families with
two or more children) is inadequate to pay for care that averages $3,000 per child,
per year. Finally, a serious deficiency is that all of the credit's improvements are
only for families with child and not adult care expenses, a departure from the cur-
rent credit and an important limitation given that adult care expenses are, on aver-
age, even higher than those for child care.

The Gore/Downey Proposal. The Gore/Downey proposal combines elements of
both the Bush and Packwood approaches. Like Bush, it improves the current tax
credits for families with employment-related dependent care expenses and for fami-
lies without such expenses. Like Packwood, it includes an increase in Title XX, al-
though the increase is not earmarked for child care. With respect to the dependent
care credit, the Gore/Downey proposal's increases are higher than those in the Bush

oposal, but lower than those in the Packwood proposal for families with AGIs
low $21,000. With respect to the earned income credit, the Gore/Downey propos-

al's credit amounts are higher and available to a greater number of families than
the new Bush credit, but because the Bush proposal permits families to claim both
the current-law EITC and the new credit, some families without employment-related
child care expenses (those with earned incomes under approximately $10,600) would
receive greater benefit from the Bush proposal than the Gore/Downey proposal.

The Gore/Downey proposal increases the current earned income credit by increas-
ing the credit amounts and by adding a dependents' adjuster, so that families with
two or more children receive an additional amount.4 The proposal also increases the
dependent care credit for certain low- and moderate-income families (those with
AGIs between $11,000 and $30,000), and makes it refundable. The maximum credit
amounts for the lowest-income families would remain the same, but would be avail-
able to a greater number of families (all families under $20,000).5 Finally, the pro-
osa1 increases the authorization for Title XX by $200 million in 1991 (increasing to

million by 1993).
The Gore/Downey proposal has not been advanced as a child care initiative but

rather as a means of increasing the income support for low-income families. As
such, it is an improvement over the current-law EITC and dependent care credits.
Its increases are targeted to families with AGIs under $20,000, although families
with employment-related dependent care expenses receive some increased benefit at
AGIs up to $29,000. (Families with AGIs above $29,000 receive the same as under

4 For 1990, the maximum credit amounts would be $1,430 for families with one child and
$2,043 for families with two or more children. The maximum amounts would be available to
families with AGIs between $6,810 and $10,740, the same as current law, but the credit would
phase out entirely for families with two or more children at $20,960, slightly above current law.

' The maximum credit amounts for the lowest-income families would remain the same, but
would be available to a greater number of families (all families under $20,000).
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current law.) The amount of money the proposal provides, however-a maximum
EITC increase of $477 for families with one dependent child and $1,090 for families
with two or more dependent children, and a maximum dependent care credit in-
crease of $120 for families with one dependent child and $240 for families with two
or more dependent children-is insufficient to provide families with a meaningful
choice to work in paid employment or stay home to care for their children.

Although each of these proposals can provide needed income support to low-
income families, none will assure low-income working families safe and affordable
child care for their children. Only comprehensive child care legislation, not tax
credits or a Title XX increase,6 can effectively address the crisis in child care facing
our nation.

5. The Act for Better Child Care Services. The Act for Better Child Care Services
has been carefully crafted to address the major child care issues of cost, availability
and quality.

Unlike the proposals above, ABC fully subsidies the cost of employment-related
child care for the lowest-income families, with the subsidy decreasing on a sliding
fee-scale basis as income rises.

Unlike the proposals above, ABC increases the availability of child care. ABC
maximizes family choice by recognizing and supporting all forms of child care; it
also funds resource and referral programs to help parents find appropriate care.
Moreover, ABC provides funds expressly for the training and recruitment of new
T'amily day care providers and requires states to provide grants and low-interest
loans for the start-up and expansion of child care centers and family day care
homes.

Unlike the proposals above, ABC improves the quality of care. ABC requires pro-
viders receiving funds under the Act to meet state licensing and/or regulatory
standards, as well as Federal standards for a minimally-acceptable level of care.
Money is available to help providers conform to the standards and to help states
monitor compliance with, and enforcement of, state requirements. In addition, ABC
requires providers to take part in 40 hours of training every two years, and author-
izes funding to ensure adequate salaries and compensation for providers.

ABC was developed over a year-long period involving input from several congres-
sional offices and over one hundred organizations that have worked on child care
issues at the national, state and local levels for many years. It is a complex piece of
legislation, because our nation's child care needs are complex. Tax credits can help
address the income needs of American's low-income families with children, and in-
creased Title XX funding can help meet the increased demand for a broad range of
social services that these families need. But neither is a substitute for the compre-
hensive legislation embodied in ABC, which is essential to address the child care
needs of our nation's low-income families with children.
Enclosure.

6 An increase in Title XX, which simply provides block grant funding to the states, is welcome
and needed, but does not addres the quality, availability and affordability issues that must be a
part of any comprehensive child care legislation.
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PREPARED STATEMENT OF SENATOR JOHN H. CHAxx

Mr. Chairman, I commend you for holding these hearings. It is extremely impor-
tant that Congress and the administration-and indeed the entire nation-address
the dilemma that has faced parents and children all over our country for years.

At this point, many different solutions to our child care problem have been pro-
posed. Some expand excellent child development programs such as Head Start, or
focus on increasing the Social Services Block Grant. Others create new dependent
care tax credits, or expand existing credits. And some, like the act for Better Child
Care, take a more comprehensive approach by creating a new delivery system.

I am a sponsor of ABC. I believe that it addresses the three most pressing con-
cerns of parents: the availability, quality, and affordability of child care. It also rep-
resents an effort to balance the needs of children, parents, care providers, and state
and local government. I believe that ABC represents a careful, comprehensive ap-
proach toward solving the child care shortage.

Many parents have no choice but to work in order to provide food and shelter for
their children. They do not have the luxury of choosing whether to work or stay
home. Clearly, these parents must have access to high quality and dependable day
care for their children.

Ironically, these are also the very parents who are least able to pay for, or take
the time to search for, any child care at all. They are caught coming and going:
either care for the children and go on welfare, or go to work and leave the children
in undesirable care arrangements. For such parents and their children, it's a lose-
lose situation.

Child care providers are also caught in a trap. They take on a highly demanding
and highly stressful job, and in return receive wages that are, on average, less than
the wages of parking lot attendants. The high turnover rate in the field of child care
should come as no surprise to anyone.

I believe that America as a nation finally has begun to realize that child care is
not just a "women's issue." It is a "family issue" as well as a social and economic
issue. Working parents perform better and more efficiently when they are not con-
stantly worrying about the health and safety of their children. Businesses suffer less
employee absenteeism. Most importantly, society a. a whole benefits from children
who have received quality care.

Within the next two years, I believe that Congress will enact child care legisla-
tion. We are seeing bipartisan and bicameral support for a child care system. Con-
gress and the President have the opportunity to work together to find a solution.

Mr. Chairman, it is clear to me that those proposals which attempt to address the
child care problem through the tax code also deserve serious consideration. In the
final analysis, I believe we will find that combining the rest elements of the tax
credit approach and the ABC bill will provide the most satisfying solution to this
problem.

Our hearings today and tomorrow on all the child care proposals are extremely
helpful. The solution to the child care problem lies somewhere amidst all of these
proposals, and as a long-time advocate of better child care, I intend to work on this
issue until we have reached a comprehensive solution.

PREPARED STATEMENT OF SENATOR DAN COATS

Mr. Chairman, members of the committee, ladies and gentlemen, thank you for
giving me this opportunity to express my views about child care and what the feder-
al government should be doing to help families meet their child care needs.

I think it is safe to say that this is an issue on the minds of many Americans as
increasing numbers of couples are forced into the workplace by financial pressures.
That is a reality we may want to descry. But it is a reality nonetheless.

No one questions that families, especiaiy low income families, need help with
their child care needs. We must pursue solutions with a compassionate realism-
recognizing our budgetary limitations but motivated by a concern for children and
their best interests.

This is a goal I share with my distinguished colleague from Connecticut-to pro-
vide high q'aality child care to those who can't afford it. But I'm convinced that the
ABC bill he ia, prep,wed takes its blind stab at reform in a manner that multiplies
our troubles, not divides them.

Senator Dodd's bill is simple-it gives federal money to child care centers that
measure up to federal regulations. It puts $2.5 billion in the hands of bureaucrats
and professional child care providers. But it is a case study in the law of unintended
consequences.
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* Though it is sold as broad based relief for financially strapped families, it actu-
ally benefits only a tiny minority. A majority of families with children under five do
not have mothers in the workforce. And since the Dodd bill only covers "licensed"
day-care, it excludes some 90 percent of providers from eligibility. All told, ABC
would give help to about one in ten American children.

e And the small number of children that are helped, ironically, do not come from
lower income families, but from wealthier, professional ones. When low income fam-
ilies use day-care at all, they seldom use the professional, licensed facilities that
would get money from ABC. Their choice, more often than not, is a relative or a
neighbor. Mothers in professional or white-collar jobs are three times more likely to
put their children in "professional" group care than mothers in blue collar or serv-
ice jobs. Lower income families would not benefit from ABC, but they would help
foot the bill in taxes.

* Though ABC is sold as a plan to make day-care more available, it may actually
restrict supply and drive up costs by burying providers under a mountain of regula-
tion and paperwork. An April/May 1988 study reported in the child care review
found that the regulations imposed by ABC would increase the cost of providing
child care services nationwide by $1.2 billion per year. Smaller child care providers
may be forced out the market because of the costly and restrictive nature of federal
standards.

Fortunately, there is an alternative to this flawed bill that addresses each of these
problems-the Domenici/Wallop/Coats parental choices in child care act. Its
premise is equally simple-but could not be more different. Instead of giving honey
to licensed institutions used mainly by those who are better off, it gives a tax credit
to families and lets them decide how to use it. They might give it to relatives, a
neighbor, a church center, professional day-care-or just used it to help a mother
stay with the children herself.

This legislation is guided by certain principles that are irreconcilable with those
that animate the ABC bill-principles that should set the limits for our approach to
day-care.

First, we must always remember that the child care needs of employed parents
are diverse. Less than one preschool child in three has a mother employed full-time.
Less than one in five has a mother employed full time throughout the year. A truly
pro-family child care policy must not neglect the needs or overlook the contributions
of working families that sacrifice the benefits of a second income to have a parent
stay at home. We must consider the needs of all parents with children, not just the
needs of those in which both parents work.

Second, we must carefully target scarce federal resources to those most in need.
Since our approach is a refundable tax credit given to lower income families-di-
rected at those making no more than $25,000 a year-it does not amount to a trans-
fer payment from poor to rich.

Third, we must expand, not restrict, parental choice in child care. This is my chief
complaint about the ABC bill. We must not subsidize licensed, group day-care over
alternatives like relatives, neighbors or the mother herself. That is a choice which
should remain with parents. And I find it particularly disturbing that sectarian pro-
viders would be severely limited in their provision of child care services. Many
would not qualify under ABC if they used even their own funds for "sectarian pur-
poses or activities."

When i speak of choice what I really mean is trust. Can parents look out for the
best interests of their own children? Do we want to expand parental choices or re-
strict them to ones that we in the government can control? Our bill is a protest
against government paternalism. It does not substitute its own judgment for that of
parents. It simply expands the range of options.

The only really telling criticism that can be admitted against this proposal is that
it restricts the government in its power to regulate day-care. It can't monitor if the
afternoon snack is from the proper food group, or if the mats are the right thickness
during nap time. It can't rescue children from religious instruction or enforce a cur-
riculum approved by the educational establishment.

But I was under the impression that the object here was not the extension of gov-
ernmental power but the provision of help. And the best way to provide help is to
expand choice.

The only government activism in child care that is worth our exertion is an activ-
ism that enables, not directs. Our goals should be to help a free people meet their
own goals-not a government that puts its pudgy and soiled finger into every pie.

Working families need help. But the Dodd bill gives more comfort to bureaucrats
than those who most need it. The last thing we want is a national day-care bureauc-
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racy run with all the efficiency and compassion of the license bureau. The last thing
we want is a program that helps those who are wealthier at the expense of the poor.

But when we give credits to lower income families, not dollars to institutions, we
both provide choice and help those in need. This is an activism worth our effort.

PREPARED STATEMENT OF SENATOR TOM DASCHLE

I am delighted that Chairman Bentsen called this hearing today to discuss the
child care proposals pending before the Senate. With over 28 child care bills intro-
duced in the first four months of the 101st Congress, this is clearly an issue whose
time has come.

The United States has experienced a masire demographic shift that has made
the need for child care a necessity for every income group. Women are entering the
workforce in record numbers. Over half of all mothers with infants younger than
age one are in the workforce; almost 60 percent of mothers with preschool children
work outside the home. About a quarter of today's working mothers are the sole
support for their children.

The need for child care services in South Dakota is greater than ever. In town
after town, I hear families say that they cannot find acceptable child care services.
There are currently 450 licensed family day care centers and 80 licensed day care
centers that have the capacity to serve 9,000 children. Thus, in South Dakota, where
over half the mothers work, 24,000 children under the age of 6 are not able to
obtain child care services.

I joined Senator Dodd as a cosponsor of the Act for Better Child Care Services
(ABC bill) in both the 100th and 101st Congresses because I support a comprehen-
sive approach. ABC addresses the affordability, availability and quality of child care
services. The ABC bill subsidizes child care services for low-income families to make
child care an affordable option. The ABC bill provides funds to recruit and train
new day care providers to increase the availability of child care. And, ABC ensures
that all children receive quality care by establishing licensing requirements anti
minimum health and safety standards. I urge the Committee to consider these three
issues in any child care proposal.

Once again, I commend the Chairman for holding this hearing, and I look forward
to hearing the witnesses present testimony on the pending proposals.

PREPARED STATEMENT OF MAUREEN DERMOTT

Mr. Chairman and Members of the Committee:
My name is Maureen Dermott. I am here today on behalf of Kinder-Care Learn-

ing Centers, Inc., the largest proprietary center-based child care provider in the
United States. Founded exactly twenty years ago, Kinder-Care now operates over
1,200 child care centers in 40 states. Our 18,000 employees provide quality care to
over 120,000 children every day.

As Region 7 Manager for Kinder-Care, my territory extends from Abington, Mary-
land in the north to Virginia Beach, Virginia in the south. I started with Kinder-
Care eight years ago as the founding director of the Children's Center at Walt
Disney World in Orlando, Florida-Kinder-Care's first venture into corporate-spon-
sored care. Today, I am responsible for more than 70 centers in the "Greater Wash-
ington Area." More importantly, I am the mother of one six-year-old son, a former
Kinder-Care kid, who, incidentially, was in child care from the time he was 10
months old. So you can see, I speak to you today having had a variety of experiences
and from several vantage points.

Thank you for allowing me to testify today. I am delighted to have this opportuni-
ty to give you our thoughts on the various child care proposals pending before this
committee and before Congress.

First, I will outline the principal attributes we believe any Federal child care leg-
islation should possess; I will then offer more specific recommendations. Next, I will
elaborate on why we believe a tax credit/block grant approach is the most efficient
and effective way to assist working families with their child care needs. Finally, I
will address why we believe the committee should concentrate on the question of
affordability.

GENERAL RECOMMENDATIONS

We recommend that any Federal child care legislation:
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1. Use existing Federal programs for direct support rather than creating new bu-
reaucracies;

2. Target the bulk of the direct support to truly low-income families of preschool
children;

3. Provide the bulk of the direct support to parents rather than to providers,
maximizing parental choice;

4. Allow states to continue to regulate the health and safety of children; and
5. Providetax incentives and other support to businesses, government and provid-

ers to encourage them to develop and support quality, affordable child care.

SPECIFIC RECOMMENDATIONS

More specifically, we recommend that any Federal child care legislation:
1. Increase the Dependent Care Tax Credit for low- and moderate-income families

(as is done in the Packwood-Moynihan and Heinz bills (S. 412 and S. 187)).
2. Make the credit refundable and allow for "forward funding" or "negative with-

holding" (as is done in those bills, Senator Wilson's KIDS bill (S. 55), Senator Gore's
bill (S. 364), and President Bush's proposal (S. 601)).

3. Phase out the credit for those households with adjusted gross incomes above a
certain level (as is done in the KIDS bill).

These changes to the Dependent Care Tax Credit would target resources to lower
income parents and help offset the lost revenue which would result from increasing
the credit.

4. Provide additional incentives to businesses to provide child care assistance to
their employees-emphasizing assistance that does not discriminate against the pro-
prietary child care industry (some incentives are included in the KIDS bill, Senator
Hatch's bill (S. 692), and Senator Coats' bill (S. 392)).

These incentives could include a tax credit for the costs of establishing an on- or
near-site child care facility and a liability insurance risk pool.

5. Make grants to states for child care through the Social Services Block Grant or
the Dependent Care Planning and Development Program (as is done in the Pack-
wood-Moynihan bill, the KIDS bill, Senator Heinz's bill, Senator Bond's bill (S. 569),
Senator Hatch's bill, and Senator Kassebaurn's bill (S. 512)).

These funds could be used to address quality issues such as improving monitoring
of compliance, encouraging licensing of family home providers, providing grants and
low interest loans to improve quality, providing training to caregivers, and training
enforcement personnel. The funds could also be used to enhance availability of re-
source and referral programs, before- and after-school programs, sick children pro-
grams, programs linking child care with the elderly, another such programs.

WHY THE TAX CREDIT/BLOCK GRANT APPROACH IS PREFERABLE

There are two principal theories on the appropriate role of the Federal Govern-
ment in providing quality, affordable child care. One theory holds that the govern-
ment is in the best position to determine child care needs. This theory is exempli-
fied by the proposed Act for Better Child Care, the so-called ABC bill-which would
give taxpayers' money to Federal and state bureaucrats who would then decide how
the child care should be provided.

The other theory regarding the Federal Government's role in providing child care
is based on the assumption that parents are in the best position to choose what's
best for their children. Several bills pending before this committee reflect this
theory and are based on the belief that the most efficient way to ensure parental
choice is by giving child care assistance directly to the parents. This can be accom-
plished most effectively by use of the Federal tax code and existing block grant pro-
grams.

ADVANTAGES OF THE TAX CODE

Utilizing the tax code offers three principal advantages as a means of Federal
support for child care costs. First, it ensures that parents, not bureaucrats, ch..vse
what child care services their children use. Second, the program wastes virtually no
money on administrative costs. Third, the assistance can be ttirgeted to those who
need it the most.

WHY THE EMPHASIS SHOULD BE ON AFFORDABILITY

The child care debate has focused on three factors: availability, affordability, and
quality-or more appropriately: lack of availability, lack of affordability, and lack of
quality. But what some of the demographers, social scientists, advocates-and yes,
politicians-seem to forget is that, to a large degree, these factors ae interdepend-
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ent. Let's take child/staff ratios as an example. That is, the ratio of children to an
individual caregiver. Ratios are, to a certain extent, a measure of qualityy." If you
decrease child/staff ratios you increase costs. These increased costs, in turn, lead to
decreased availability. It's as simple as that.

The next question you have to ask yourself is: "Knowing these factors are interde-
pendent, which is my biggest concern. Gentlemen, from my experience as a mother,
a child care center director, and a manager, I am convinced that your greatest con-
cern should be with affordability. Why affordability? Why not quality? Why not
availability? Because, despite the anecdotal evidence and the horror stories, in most
cases, quality child care will be made available to working parents who can afford
it. I am not saying that quality is not a problem in some areas. It is. I am not saying
that quality child care is readily available everywhere. It is not. But I am saying
that affordability, by and large, is a much more pressing concern.

Let's take a look at the two misconceptions involving availability and quality.

AVAILABILITY

First, availability. We are told over and over by the media and advocacy groups
that there is a "crisis" in the availability of child care in the United States today.
While there are definitely pockets of shortages, there is no evidence that there is an
acute nationwide shortage of available child care. In fact, there is much evidence to
the contrary:

* In January 1988, the Secretary of Labor's Task Force on Child Care concluded
that "there does not seem to be a general shortage of child care."

* The preliminary results of a survey conducted by the National Child Care Asso-
ciation indicates that vacancy rates of for-profit, center-based child care providers
average from 14 to 30%. And although we don't particularly like to advertise it,
Kinder-Care's vacancy rates are not inconsistent with these figures. -

You probably also have heard it said that when it comes to child care, the market
has failed. While it is true that supply has not yet caught up with -demand in every
case, overall the market has responded extremely well.

* Between 1977 and 1985, the number of licensed child care centers increased
over 70%.

* During that same period, the number of preschool children in child care centers
and other preschool programs increased 241%.

* Center-based care is growing nearly five times as fast as the employment of
mothers of preschoolers.

- Child Care Information Exchange, a trade publication, has reported that across
the U.S. there are currently two licensed child care slots for each child in a child
care center.

QUALITY

Now, let's take a look at quality. Again, we are told over and over that we need
Federal standards to ensure the safety and health of our children in child care.
This, despite the fact that all 50 states already have standards which reflect the eco-
nomic realities of their state. Let's look again at child/staff ratios. Are they as low
as parents would like? No, I suspect most parents would prefer a 1:1 ratio. But with
the possible exception of two states these ratios more than adequately safeguard the
health and safety of the children cared for in licensed child care. And the trend is
clearly toward stricter standards. Just to give you an idea, I counted the states
which had revised their child care standards in just the last three years. I came up
with 19 states.

Federal standards wculd increase child care costs, displacing children currently
enrolled in licensed child care to cheaper, unlicensed care, and force the closure of
many licensed facilities. The perceived "shortage" of child care is most severe in
states where excessive regulation has caused child care costs to skyrocket. For ex-
ample, the infant/staff ratio in Virginia is 4:1; we provide lots of infant care in Vir-
ginia. On the other hand, the infant/staff ratio in Maryland is 3:1; we do not pro-
vide any infant care in Maryland. Why? Because working parents simply cannot
afford to pay the increased costs that this smaller ratio demands.

* A April/May 1988 Child Care Review magazine study estimated that, under the
ABC bill, child care costs would increase an average of $351 per child, 786,000 chil-
dren would be displaced from licensed child care, and 20.3% of all licensed centers
would close.

In conclusion, I submit to you that for-profit, non-profit, church-affiliated, and
family care providers, along with Head Start, relatives, and friends-with some help
from the states-can best address the issue of availability. Likewise, the states, par-
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ents, and providers are in the best position to ensure quality. Therefore, the Federal
Government should concentrate on the issue of affordability.

Thank you.
Enclosure.
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PREPARED STATEMENT OF SENATOR CHRISTOPHER J. DODD

Mr. Chairman and members of the Committee, thank you for giving me the op-
portunity to testify on one of the most critical issues facing the 101st Congress and
the American people--child care. As the chief Senate sponsor of the Act for Better
Child Care Services, I deeply appreciate all of the support and advise which you and
the nine Finance Committee cosponsors of the ABC bill have given me in developing
that legislation.

The child care debate. Its a debate about priorities; a question of our goals and
responsibilities to the American people. We all recognize the productive and mean-
ingful role of parents who stay home with their children. That's what the family
leave legislation which Senator Packwood and I and others have sponsored is a 1
about. But many of us also agree that our first responsibility-the first place for
new Federal child care dollars-is with needy parents who simply must work and
cannot afford to stay at home under normal circumstances.

Let's be honest with the American people. A tax credit is not national child care
legislation. To really make a difference-to see that new Federal dollars first help
families which need child care for their economic survival-we need comprehensive
legislation which deals with all three facets of the child care crisis--cost, availabil-
ity, and quality. We believe the ABC bill does iust this. It creates not a Federal
child care system but a national partnership built on existing programs and fueled
by the power of parental choice; ABC is not a Federal solution but a set of national
guidelines and incentives; its not a complete answer but a sound beginning.

Mr. Chairman, in a detailed Harris poll released last week, fewer than half of the
parents of young children surveyed are satisfied with those three pillars of child
care--cost, availability, and quality. Only 8 percent thought our country's system of
child care was working "very well". The Harris poll also exploded the myth that
many American families, especially poor ones, rely exclusively on in-home relative
care with minimal out-of-pocket expense. Instead, the average parent uses two or
three support services during working hours, usually a mix of parental and out-of-
home care. More than two out of three people surveyed disagree with the view that
most parents can find relatives or friends to care for their children while they are
at work.

On cost, the numbers are alarming. Even when parents with no child care ex-
penses are averaged in, the mean annual amount paid by parents is $2,280. What's
worse, the lower a family's annual income, the more money that family is likely to
pay for child care services. The categories of families most likely to be poor and
most dependent on their child care arrangements-blacks, hispanics, single moth-
ers, and those in big cities-not only pay well above the national average but more
than those earning $35-$50,000 per year. I have two conclusions. First, the cost and
supply problems are so bad that there is virtually no relationship between what
people pay for child care and their ability to pay. Poor parents must pay ridiculous-
lyhigh portions of their income simply to find some form of care for their kids.
Second, this parental scramble for care means little chance to exercise choice in the
marketplace, further diminishing the very low incentives society gives day care pro-
viders to offer quality services.

This brings me to the third issue-quality. Well, like motherhood and apple pie,
quality child care is something everyone believes in. But like motherhood-and like
apple pie-there is some disa4p-eement about what goes into it. Some believe the
most important factors are parental choice and involvement. I count myself in this
camp.

But to provide real parental choice-real involvement-I believe we must do more
than throw families a few hundred dollars in tax credits each year and let them
fend for themselves. Iis is not like buying a toaster. Parents are very, very con-
fused. They ai frustrated by a system in which demand has little relationship to
quality or supply. Parental choice means more than giving families a few extra dol-
lars each month; it means helping to increase the supply and variety of local child
care services for parents to choose from. Parental choice means minimum health
and safety standards to help parents measure and improve program quality. Paren-
tal choice means better resource and referral networks to educate families about
their child care options. parental choice means parents working in the trenches,
helping to set child care policies at the national, state, local, and program levels.
ABC would help to ensure all these forms of parental choice and involvement. The
tax credit approach alone would not.

ABC establishes minimum national health and safety standards for publicly
funded child care programs. Public opinion polls consistently show-including the
recent Harris survey-that the American public overwhelmingly supports these
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standards. Again, the problem is one of rhetoric. Political opponents of ABC have
seized on the standards issue to raise the specter of a federal bureaucratic bogey-
man which simply doesn't exist.

When I invited the U.S. Army and a large national insurance company to testify
on standards before my Subcommittee in January, they wondered what all the fuss
was about. Why? Well the insurance industry doesn't even assign a policy unless a
center or family provider meets appropriate standards. They told us that minimum
Federal standards would increase access to affordable liability insurance-especially
for family providers-and thus lower child care costs and increase supply.

The Army set up tough standards years ago because it makes 'good business
sense". The Army knows that parents make better soldiers if they have safe and
reliable child care available to their children. The Army also knows that its single
most likely source of future recruits are these "Army brats" themselves. It's simple.
Better child care now means better recruits fifteen years from now. There is a
lesson here for the rest of us. What is military readiness to the Army is economic
productivity to American industry. The quality of our people now and in the
future-whether they are Army sergeants or plant foremen-depends on a system
of safe child care available to today's working parents.

This is real simple. Its a matter of consistency and accountability. The Federal
Government regulates the food we eat, the prescription drugs we take, the automo-
biles we drive, the planes we fly, the air we breath, the clothes our children wear
and the toys they play with. Your Committee has adopted federal nursing home
standards to protect the elderly-the other vulnerable age group we are charged to
protect. All we are trying to do in the ABC bill is establish a floor of safety protec-
tion for all children regardless of where they live or how much their parents make.

Mr. Chairman, let me turn to the tax side of this debate; the subject of your hear-
ings here this week. I am not against the tax credit approach. What I do oppose is
the rhetoric which pretends it's any answer at all to America's child care crisis. A
tax credit would help to supplement the incomes of poor families with young chil-
dren, period. Several tax proposals now before the Congress-including the Chil-
dren's Tax Credit proposed by President Bush-do not even require funds to be used
for child care expenses. Recipient families may use the money for household items
and other expenses totally unrelated to the costs of caring for children. None of the
credits help to increase the supply or quality of child care, critical issues as we im-
plement the welfare reform legislation authored by my friend from New York, Sen-
ator Moynihan, and adopted last year by this Committee. A tax credit may very
well complement the ABC partnership plan; it is however, no substitute at all.

Where tax credits can be effective is in helping families afford child care services
where they are already available. But even here, the effect would be limited. The
most generous credit on paper-the Bush plan to provide a credit to poor families
for children three and under-would be available to fewer than 2 percent of Ameri-
can families. A family of four at the national poverty line with two children-an
income of $12,088-would receive less than $200 per child next year under the Presi-
dent's Children's Tax Credit. Hardly enough to change a parent's work status and
not enough to make a real dent in the family's child care costs. Proposals to make
the existing credit refundable would provide more assistance to this same family,
but in order to be eligible for that credit the family must have spent up to $4,800 or
more on child care during the previous year- almost 40 percent of the family's total
income. Those expenses would remain out of pocket for up to a year or more before
the credit funds are recouped the following April 15. The ABC bill-in contrast to
both tax approaches-would provide poor families with funds up to 100 percent of
the cost of care right when they need it to pay their bills.

I sound one last note of caution on the tax credit approach. Its about the Federal
deficit. Once a tax credit is enacted into law, it becomes an immediate "negative
entitlement" which we cannot control. We would automatically be spending billions
of Federal dollars each year, with no opportunity to posit the relative need for the
credit against spending priorities in other areas. The ABC bill, conversely, permits
Congress to put a national partnership plan in place and then determine appropri-
ate funding levels each year based on competing priorities.

Mr. Chairman, to me the child care debate really is a simple question of prior-
ities; a question of what national child care legislation really means to the Ameri-
can people. If this debate really is about child care, then its about helping working
arents find safe and affordable child care when they simply can't afford to stay at
ome. If the debate really is about child care, then we have an ABC bill with 42

cosponsors, a bill which was just reported with strong bipartisan support from the
Labor Committee and is now ready for floor action. We are actively discussing the
bill with the nation's Governors and potential cosponsors in the Senate in the hopes
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of broadening what is already an amazing coalition of support for this legislation.
Our goal is and has always been a balance-a balance between the comprehensive
approach required for a national partnership plan and the simplicity and ease of
administration which members of Congress want and the states and localities need.
We think we can have both. We can hold firm to our principles on quality and also
offer to the Congress and to state and local officials an attractive, common-sense leg-
islative product.

I believe most ABC supporters are also ready to consider a modest tax credit as a
complement-I repeat, a complement--to our comprehensive child care bill. In prac-
tical terms, this could be accomplished through a packaging of the two bills into one
legislative initiative or through separate legislative action on the two proposals.
We look to you, the members of the Finance Committee, for direction on the content
and timing of any tax credit initiative. And should the Senate consider ABC alone
in a more expeditious fashion, we will continue to work for a supplementary income
credit which Congress could consider later in the context of a subsequent tax or
budget debate.

Thank you for the opportunity to appear before you today.

PREPARED STATEMENT OF ELIZABETH HANFORD DOLE

Mr. Chairman and members of the Committee, thank you for the opportunity to
present the Administration's proposals on child care assistance for working families.

Children are the nation's most precious resource, one that the American people
must invest in wisely. The quality of life of our nation's families, and the continued
competitiveness of America in a global marketplace, are both dependent on the care
we provide our children.

A number of dramatic changes have occurred over the past decade which demon-
strate the very real need for a public policy on child care which is sensitive to the
tremendous diversity in working families across America.

While almost 30% of married couples with children under age 14 remain in so-
called traditional families, where one parent stays at home with the children, there
has been a dramatic increase in the number of families where both parents work
outside the home.

Women have entered the workforce at an astonishing rate in the past several dec-
ades. Approximately two-thirds of mothers with children under high school age are
now in the workforce in either full-time or part-time jobs.

There has also been a substantial increase in the number of families which are
supported by a single parent, with particularly acute needs among low-income fami-
lies headed by women.

All of these working families have important child care needs. Needs that are in-
dividual, needs that are compelling, needs that are important to the well-being of
the child, the family, and the employer. In responding to the child care needs of
working families, the President developed a proposal based on four important prin-
ciples.

MORE PARENTAL CHOICE

The first principle of the President's proposal recognizes the differing circum-
stances of today's families and provides a policy which offers parents-the real child
care experts-a choice in the child care which is best suited to their needs. Parents
are the best judge of quality care and know what is in the best interest of their
children.

For those parents who need child care because they work outside the home, again
diversity is the order of the day. Parents want choices and are expressing their pref-
erences. According to a 1984-1985 Census Report, more then one half of 26.5 million
children under age 15 with employed mothers are in school most of the time their
mothers are at work. One million of these are latch-key children. Of the remaining
12.6 million children not in school most of the time their mothers are at work, more
than one half (54%) are cared for by relatives. Some 23% are cared for by non-rela-
tives in the child's own home or another home; 19% are in day care centers that
include churches, community and non-profit centers. But people work part-time,
full-time, night-shift, day-shift, swing-shift--one size does not fit all. Parents seek
child care supervised by people who share their values.

As you can see, there is a complex mosaic from which parents choose. The Presi-
dent's proposal is designed to enhance parental choice within that mosaic.
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KNCOURAGES OPTIONS

Thus, the President's second principle is that federal policy should increase, not
decrease, the range of options available to parents. The Federal Government should
not become involved in licensing decisions, and Federal financial support should not
be made contingent upon state licensing decisions. Churches play a vital role in-
making child care available. Neighbors, friends and family members can provide ex-
cellent care. Our policy should not discriminate against them as child care provid-
ers, nor drive them out of the market by imposing federally mandated standards
and paperwork requirements on them. Such Federal intrusion will decrease the
supply of care and increase costs for parents. Federal policy should expand the
range of choices available to parents, not limit them through biasing Federal sup-
port toward one kind of care.

NON-DISCRIMINATION

The President's third principle recognizes the fact that there are 7.6 million mar-
ried couples with children today-some 30%-in which one of the parents remains
home to care for their children. These families care for 7.4 million children under
the age of six and 7 million children between the ages of six and thirteen. It is the
Administration's belief that in charting a course for public policy in child care, the
Federal Government should discriminate against these families who sacrifice the
income of a second career for the mother to stay at home to care for their children,
Our tax credit may provide the marginal assistance for the low-income mother who
would prefer to be at home with her children, but feels she needs to work to make
ends meet. This tax credit may empower her to reach that goal.

TARGETED TO POOREST FAMILIES

Child care assistance is a concern particularly for those parents who have the
fewest- resources and thus the fewest choices in making child care arrangements-
low-income parents. The President's fourth principle is that assistance should be
targeted to low-income families, particularly those with young children.

The Federal Government currently provides assistance to families through five
provisions of tax law: (1) the personal and dependency exemptions, (2) the standard
deduction (3) the earned income tax credit, (4) the dependent care tax credit, and (5)
the employee exclusion for child care benefits. As I will explain shortly, the Presi-
dent proposes to amend the tax law further to target more assistance to low-income
families with children to help them meet their child care needs. The Federal Gov-
ernment also provides child care services and assistance through a variety of pro-
grams, the largest of which include the Social Services Block Grant and child care
feeding program.

The newest Federal legislation to respond to child care needs of parents is the
excellent Family Support Act, which emerged from this committee. The Family Sup-
port Act recognizes that child care is a key for low-income families to become inde-
pendent of welfare. It provides welfare parents access to child care, transportation
and other services necessary to participate in an education or training program or
work. It also provides twelve months of "transitional" child care to AFDC recipients
who leave the rolls due to work.

In addition to these tax credits and services, the federal government provides edu-
cational, medical, nutritional, and social services to young disadvantaged children
through the Head Start program.

Overall, the Federal Government already spends about $7 billion on Head Start
and child care through tax expenditures and more than forty specific programs and
services. As I think you'll agree, Federal involvement in child care is broad and re-
sponds to a wide variety of needs.

But states, localities, and private employers have also responded to changing de-
mands in the workforce through child care assistance. Twenty-nine states already
provide child care assistance to parents through their tax codes. Fifteen states pro-
vide resource and referral information to parents and employers regarding local
child care options.

The realities of the workplace have encouraged some private employers to offer
assistance in child care, as well. With the American workforce growing at a slower
rate, and business competing for workers, every benefit counts. By the year 2000,
women will comprise over three-fifths of the new workforce, and almost half of the
workforce will be women. More businesses are beginning to realize that child care
needs must be met if they are to compete in an increasingly tight labor market.
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A recent Bureau of Labor Statistics survey of workplaces with ten employees or
more determined that some 61% had one or more work practices, such as flexible
work schedules and on-site care, which help parents care for their children.

Employers have responded enthusiastically to a program which the Department
of Labor has recently developed. The Work and Family Clearinghouse is a comput-
erized system used to assist employers in identifying the most appropriate policies
for responding to the dependent care needs of their employees seeking to balance
dual responsibilities of work and family. Such family responsive policies have favor-
able "bottom line" implications for employers-particularly in such areas a3 produc-
tivity, labor-management relations and the ability to recruit and retrain the most
competent workers in the projected tight labor market of the future. Information on
some 70 successful employer programs can be accessed by businesses across the
nation which are interested in providing child care assistance of their own.

THE ADMINISTRATION'S PROPOSAL

Mr. Chairman, I would like to take a few moments to describe the specific provi-
sions of the Administration's proposals, founded on the four principles I described
earlier. They contain four distinct parts which together enhance the range of paren-
tal choices in child care.
Additional Assistance Through the Tax Code

1. Child Tax Credit. Assistance to low-income families, containing at least one em-
ployed parent, would be expanded by making a tax credit available to families with
children under age four. The tax credit would equal 14% of earnings up to a maxi-
mum of $1,000 per child. The maximum credit would be phased out, initially for
families with income between $8,000 and $13,000, and by 1994 for incomes between
$15,000 and $20,000. The credit would be refundable and would be effective for tax
years beginning January 1, 1990. Families would have the option of receiving the
refund in advance through a payment added to each paycheck.

2. Refundability of Dependent Care Tax Credit. The President's initiative recog-
nizes the unique needs of work-related child care expenses by maintaining the cur-
rent dependent care tax credit (DCTC). In addition, this tax credit for child care ex-
penses incurred would be made refundable so that low-income families, including
those with no tax liability, can get the benefit of the credit. Families eligible for
both the new credit and the dependent care credit for the same child could choose
whichever of the two credits best suits their needs. The refundable dependent care
credit would be effective for tax years beginning January 1, 1990.

Parents want and need to make important choices about how to best care for
their children. Together, these tax credits provide the greatest flexibility for family
choice, and put more dollars directly into the hands of low-income families eligible
for the credits. The tax credits allow parents to influence the direction of the
market.

While some proposals call for considerable government intervention in the
market, the tax credit approach is an excellent way to provide assistance without
extensive administrative overhead and regulation.

Some proposals advocate that our children march lock-step to an institution
where Washington sets the rules. But families have the bas;,, responsibility for the
care of their children. We must carefully support the role of the family in choosing
the best care. The child care needs of working Americans can best be met by provid-
ing assistance to parents, not to providers; through state and local regulations, not
Federal standards; through community-based and public-private partnerships, not
federal bureaucracies; and by parental involvement, not federally mandated proce-
dures.

Erjssive and costly government intrusion is the hardest on those least able to
afford its impact-low-income families.

3. Expansion of Head Start. The President also has proposed a dramatic increase
of $250 million in funding for the Head Start program. These funds would be used
to enroll up to 95,000 more poor four-year-olds in the program.

Head Start, of course, is much more than child care. However, this expansion
would increase the range of child care choices to poor families, while giving their
children a better start in life.

4. Liability Study. In addition, at the President's direction, I have undertaken a
study to determine the extent to which market barriers or failures prevent employ-
ers from obtaining liability insurance necessary to provide child care on or-near
their employees' worksites. A working group has been established at the Depart-
ment of Labor to gather information about the problem on a nationwide basis. If
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our efforts uncover significant barriers standing in the way of insuring prospective
child care providers, we will recommend possible ways to address the problem.

Mr. Chairman, the Administration stands ready to work with you to craft accepta-
ble legislation which is based on the four principles I have outlined today. I look
forward to that opportunity and I hope we can begin such a dialogue in the coming
days.

PREPARED STATEMENT OF SENATOR PETE V. DOMENICI

Mr. Chairman, I want to thank the Committee for giving me the opportunity to
speak today during these hearings to consider child care legislation. I am very
pleased this Committee is beginning to seriously examine the wide array of child
care legislation before the Congress.

Much public attention has been given to child care, but most of that attention has
focused upon legislation proposing to create a system of Federally-supported and
regulated child care centers as a way to meet the child care needs of our nation's
parents. Such legislation calls for a tremendous resource commitment, but would, I
believe, miss meeting the considerable child care needs faced by most parents. With
only about 12% of children being cared for in center-based facilities, many parents
who have tremendous child care needs would never be helped by devoting large re-
sources to such an approach,

It seems to me inappropriate that the Senate soon take up this legislation
though many alternative, tax-oriented approaches-including the President's-have
been introduced and are only now being examined by this Committee.

There is a great child care need in this country, but in introducing tax-credit child
care proposals,;I and many others see a broader and more basic set of needs. I see
many young parents struggling greatly to afford the high costs of raising and caring
for their children. Many need day-care so they can work, others need help putting
together a combination of care arrangements. Still others forgo considerable earn-
ings so one parent can stay at home and care for their children. All want to do
better for their families, and all must make sacrifices.

The inability of these many young families to afford the high costs of care for
their children is a serious national problem. I, and many others, believe strongly
that the Federal government should help families to afford better care for their chil-
dren, while keeping parents at the center of child care decision making. Several of
us have have introduced legislation to do that.

It seems to me very appropriate that we look at the tax code and its role in child
care. When the Federal income tax first began to claim a significant portion of
working families' income during the 1950's the personal exemption had a value
equal to 42% of average personal, per capita income. Today that percentage is a
mere 17%.

With the tax code accommodating less of the costs associated with having chil-
dren, its understandable that many new parents find themselves struggling to make
ends meet. Low-income families, most of whom get no, or very little, child care tax
benefits, become particularly strained.

Last year I introduced a bill to provide refundable tax credit assistance to families
with young children. That proposal was similar to the child care tax credit that
President Bush proposed, and which was introduced earlier this year by Senator
Dole.

In that bill, I laid out a proposal to help families by providing direct assistance to
all parents with young children. The basic principle of the proposal was to assist
parents by accommodating the costs they all face by having children, not to have
government choose care for parents. Assistance was given regardless of the care ar-
rangements parents felt were best, or whether one parent wanted to stay at home
with their child.

Since introducing that bill last year, I have been working on a new proposal with
several of my colleagues, both in the Senate and the House, who had also intro-
duced child care proposals which shared this same basic principle. Last week I was
pleased to introduce with them S. 761, The Child Care Assistance Act of 1989. This
legislation builds upon our earlier legislative efforts, as well as the far-sighted pro-
posal set forth by the President. It provides for a comprehensive package designed
to address the principle child care needs our nation's parents face.

The heart of the proposal is refundable child care tax credit for young children in
low to moderate income families. It directly addresses the foremost child care need
parents face-the need to afford better care for their children.
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In addition the bill provides for grants to help States address a wide array of child
care-oriented needs. It provides for a flexible and substantial block grant fund to
enable States to address the particular child care problems they face, and to assure
that services options for parents keep growing.

The legislation also provides for specific assistance to help address liability prob-
lems care providers face, as well to help providers meet licensing and accreditation
standards. Provisions are also included to give employers increased incentives to
offer employment-related child care assistance.

Let me note that our legislation does not provide for Federal standards. It recog-
nizes that tradeoffs exist between stiffer requirements and the costs and accessibil-
ity of care. States are left to evaluate the balance that is best for their particular
needs and circumstances-something which States are already doing.

This legislation is, I believe, a very strong proposal for dealing with the consider-
able child care needs American parents face. It calls for providing parents with con-
siderable assistance, yet keeps parents at the center of child care decision making.
It starts from the position that parents do want better care for their children and
know better than government how their children should be cared for.

I urge the Committee to examine thoroughly our proposal, as well as the many
tax-credit bills before it. Certainly no one bill necessarily provides the final answers,
though we believe we have put together a very good package in S. 761.

Let us use these bills as a starting point, and make sure we put together child
care legislation that truly meets the needs of all parents.

PREPARD STATEMENT OF ROBERT P. DUGAN, JR.

Mr. Chairman and Members of the Committee: On behalf of the National Associa-
tion of Evangelicals (NAE) I want to express our appreciation for the opportunity to
testify before this distinguished Committee on the child care issue. The NAE is an
association of some 50,000 U.S. churches with 6 million members from 78 denomina-
tions. We serve a constituency of 15 million through commissions and affiliates.
NAE has been a voice for evangelicals in Washington since 1943, through its Office
of Public Affairs.

There is no question where the NAE stands on this issue. The emergence of the
child care debate in the last session prompted the NAE to go on record with an offi-
cial position on child care. At its annual convention last month, our Association
unanimously adopted a resolution reading in part as follows:

Christians understand that children need a close, loving and sustained rela-
tionship with their parents. The best providers of child care are loving parents
for whom the care of their children in the home is the most important career.
Nonetheless, child care outside the home has become a way of life for many
American families. As a result, pressure is growing for the Federal government
and other governmental agencies to support institutionalized child-care services
for working mothers. However, we see a serious problem. Governmental in-
volvement in the field of child care has the potential to undermine the nurtur-
ing of children while appearing to solve the child-care problem.

Believing that parents have the prime, God-given responsibility for child care,
the National Association of Evangelicals (NAE) calls upon the Christian com-
munity to support those governmental measures that embody the following
principles:

1. The Federal Government and other governmental agencies should leave to
parents the choice of how to care for their children-to care for them at home,
to entrust them to family or friends, or make any other arrangements they be-
lieve appropriate. Parents, not government, should decide what is best for their
children.

2. The Federal government and other governmental agencies should concen-
trate any child-care assistance in the form of tax credits to lower-income fami-
lies with younger children, not grants to providers of child-care services. Tax
credits should not discriminate against women who choose to work in the home.

3. The Federal Government and other governmental agencies should not es-
tablish credentials or guidelines for the provision of child care that would favor
secularized child care. Parents who believe in religiously-oriented care for their
children should not suffer discrimination.

These principles clearly imply opposition to the Act for Better Child Care Services
and its variants, and conversely imply support for a tax credit approach upholding
parental choice.

20-453 0 - 89 - 6
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We were there when the initial salvo on child care was fired in the United States
Senate. The ABC bill was greeted with what seemed to be virtually universal appro-
bation. Indeed, the well-orchestrated parade of horror stories and worst case scenar-
ios achieved the desired effect-an atmosphere of inevitability. Something simply
had to be done, we were told, before the child care crisis paralyzed working Amer-
ica. We were left wondering how toddlers had ever managed to emerge unscathed! A
voice of dissent was scarcely to be heard. One of the very few permitted to inject a
note of caution in the proceedings said he felt like the proverbial illegitimate son at
a family picnic.

Fortunately, the number of bills introduced since the initial ABC fanfare indi-
cates the jury is still out on the proper way to handle the child care issue. We are
confident that the world's greatest deliberative body is going to take a long, hard
look at the child care "crisis" before passing another huge spending program and
subjecting child care to pervasive Federal regulation and control.

Our reference to the alleged child care crisis indicates that we remain uncon-
vinced. We are not experts, but certainly the 1987 Bureau of the Census Report
Who's Minding the Kids? casts considerable doubt on the allegations of those who
would have Congress believe such a crisis exists. According to that report, the ma-
ority of preschool children (under age 5) are cared for by their own parents: 54%
ave a mother at home, 7% have "tag-team parents", 4% accompany their mothers

to work or are cared for by mothers who earn income at home. Of these pre-
schoolers who do have substitute caregivers, 11% are in the care of a relative, 10%
go to a family day care home, and 3% have a baby sitter. Only 11% are enrolled in
center-based care.

To suggest that the child care "crisis" may not live up to its billing is not to sug-
gest that all's well on the homefront. The American family is in trouble. Much of its
ills are beyond the power or ability of government to cure. But one thing is surely
clear. Congress should refrain from acts of commission or omission that hurt the
family.

Arguably, that has not been the case. It used to be an article of faith that the
Federal income tax was based on the ability to pay. Consistent with this fundamen-
tal precept, tax benefits for dependents were allowed that by today's standards were
generous. While Congress has recently acted to increase and iiidex dependent ex-
emptions, they would have to be increased three-fold to be th- economy ic equivalent
of what they were in the late 1940's. Thus we favor legislative initiatives that would
lessen the Federal tax burden on the family, especially lowcr income fr.niiies.

At the same time, we oppose legislation that discriminates against the parental
choice, often at some sacrifice, for a parent to care for a child at home. It is charita-
ble to characterize as "misguided" present tax policy which denies child care tax
benefits to low income, single earner traditional families with small children while
granting them to two earner families with double the income. Accordingly, we sup-
port legislation that would provide tax credits for pre-school children, whether or
not the parents choose to pay for child care. Of course, parents always "pay" for
child care, either in cash or in the form of income forgone.

The tax credit approach seems especially desirable because it preserves intact pa-
rental choice. To hear some educational experts pontificate, one would think that
parents do not know what is best for their children. They do. Parents are way ahead
of whoever is in second place as judges of child care arrangements best suited to
their children. It may sound trite, but we continue to believe that all the child ex-
pertise in the world of institutional care providers is no substitute for a mother's
love.

The tax credit approach is also to be preferred because it avoids possible constitu-
tional problems raised by programs of direct aid to church-related child care cen-
ters. Government programs that are wholly neutral in offering fimaneial assistance
to a class defimed without reference to religion do not violate the Establishment
Clause because any aid to religion results from the private choices of individual
beneficiaries. With the tax credit approach to child care, the decision to support reli-
gious day care is that of the parent, not the government.

This matter of religiously oriented child care is reason enough, standing alone, to
reject the ABC approach which excludes such care from benefits. Discrimination
against parents with religious convictions who entrust their children to church-
based child care seems especially unseemly in a nation whose very motto is "In God
We Trust."

Whatever course Congress decides to take, it must preserve religiously-oriented
child care providers who, by all accounts, furnish at least one third of institutional
child care. Apart from the hostility of the ABC approach to church-based child care,
we question the wisdom of government as National Nanny.
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Day care advocates seemingly regard the home environment to be inadequate, as
if mothers lacking professional credentials and degrees in psychology cannot raise
children properly. Pardon our sarcasm, but are we to believe that if children are
removed from the hazards of the home, to be given the advantage of qualified, pro-
fessional supervision, the mother will then be released from domestic drudgery to
engage in truly productive pursuits in the work force? That may not be what they
are saying, but that, we think, is what they believe.

One group not buying this is Mothers-At-Home, an organization devoted to the
support of mothers who choose, or would like to choose, to stay home to nurture
their families. Their views on the child care issue are set out in the persuasive
report "Mothers Speak Out On Child Care." We understand that this report is being
made available to every Member of Congress, but to insure that this Committee and
its staff have the benefit of their insights, with your permission, Mr. Chairman, I
would like to see it included in the record. I hope the Committee will note especially
what these mothers regard as three common misconceptions about the child care"'crisis":

(1) The belief that most mothers today need substitute child care.
(2) The belief that the needs and desires of mothers and children are accurately

portrayed in the media.
(3) The belief that providing more "quality care" is our only realistic option.
Mr. Chairman, I urge this Committee to weigh the claims of the various day care

advocates against the advice of those whose interests they seek to promote. Amid all
the testimonies and hype, the mother at home seems to be the forgotten woman.

To sum up:
* A tax credit approach does not restrict parental choice to licensed professional

care-providers, while excluding trusted relatives, friends, or neighbors as providers,
and thus is genuinely pro-family.

* A tax credit approach must not provide benefits for two-income families while
denying them to parents who sacrifice to care for their children at home, to be con-
sidered genuinely pro-family.

* A tax credit approach does not provide benefits for patrons of commercial day
care centers while denying them to parents who out of conviction choose religious
day care, and thus is genuinely pro-family.
Enclosure.
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Mothers-At-HomeT

Mothers-At-Home is a non-profit (501C3) organization devoted
to the support of mothers who choose (or would like to choose) to stay
home to nurture their families. It was founded in 1984 with a three-fold
purpose in mind:

to help mothers at home realize they have
made a great choice -- one made by many
smart women today;

to help mothers excel at a job for which no
one feels fully prepared;

to correct society's many misconceptions
about mothering today.

Mothers-At-Home accomplishes these goals by:

publishing Welcome Home, a monthly
newsletter that puts mothers at home
across the country in touch with each
other;

researching, writing, and speaking on
topics of interest to today's mothers;

speaking out everywhere from the popular
talk shows to the major news uetworkS-,
and sharing everything from advice at
parenting conferences to testimony on
Capitol Hill.
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Preface

Mothers-at-Home is concerned that the current clamor for more and 'better* child care
will push legislators into adopting policies that most parents do not want. We are convinced, after
five years of hearing from thousands of mothers on this very topic, that the true nature of today's
child care crisis is sorely misunderstood; and thit leaders who have been quick to listen to the
ideas of special interest groups have overlooked the thoughts and feelings of the most important
group of all -- the nation's parents.

In hopes of giving a voice to mothers in particular, we have prepared Mothers Speak Out
on Child Care -- a concept paper which describes the child care crisis as we understand it. In the
course of compiling this paper, we have studied various legislative proposals, reviewed conserva-
tive and liberal policy papers, examined widely-acknowledged studies, and kept abreast of related
media coverage. However, the conclusions outlined here are not dependent on these sources;
rather, our assessment of the child care crisis and our suggestions for solving it have grown out of
firsthand experience with the mothers who are living it. In fact, the paper itself is the result of a
year's work by a host of volunteers, many of whom have personally experienced the heart-
wrenching decisions discussed in the following pages.

We challenge those who read Mothers Speak Out on Child Care to consciously seek out
mothers and listen to their views on these timely issues, then judge for themselves the accuracy of
this report.

Mothers-At-Home would like to note that the ideas
expressed in this paper may be valid for fathers as well
as mothers. We choose to speak in terms of mothers
because mothers are the group we hear from and
therefore the group we truly represent.

i
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Mothers Speak Out on
Child Care

Legislators under pressure to end the nation's child care woes may be
rushing to give America's mothers precisely what they do not want. The fact is,
as political cries for "more quality day care* reach a near-deafening level,
millions of women are quietly looking toward another kind of solution to the
child care crisis: They are looking for creative work options that allow them to
rear their own children. Whether they choose to pull back from full-time work
to part-time, to open a home-based business, or to quit work altogether while
their children are young, the motivation for most mothers remains the same --
to keep their children out of day care.

Yet, political leaders, perhaps unaware of this trend, are ready to pro-
vide mothers with exactly the kind of care they are trying to avoid. Sought out
by various day care advocates -- representing business, labor, social services,
and education -- many legislators have considered the advice of everyone
except the very group whose interests they seek to promote: the nation's
mothers.

When the child care crisis is viewed from the eyes of today's mothers,
it becomes evident that political leaders have fallen prey to the following
misconceptions:

Misconception #1: The belief that most mothers today need substitute
child care.

Misconception #2: The belief that the needs and desires of mothers
and children are accurately portrayed in the media.

Misconception #3: The belief that providing more "quality care" is our
only realistic option.

These misconceptions, which have led to a serious misunderstanding
about who today's mothers are and what they need, demand closer examination.
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Misconception #1

THB BELIEF THAT MOST MOTHERS TODAY
NEED SUBSTITUTE CHILD CARE

For the past twenty-five years, almost the only news the American public
has heard about mothers is that they are leaving home for the workplace. At the
basis of every discussion of the subject are government statistics -- indisputable
evidence that the number of mothers in the labor force has riscn dramatically
over the years. However, a general misunderstanding of what these figures
actually measure has led to inaccurate and potentially dangerous conclusions
about society's need for more child care.

Statistics On Working Mothers Do Not Measure Child Care Needs

Everywhere from Congressional hearings to local meetings of t6e PTA, the same cry is
heard: Methers are working, and there is a critical shortage of child c.Jre for their children.
Leaders from every sector of society are urging immediate action, ba,;king their pleas with
government statistics that have become so well known and widely accepted that hardly a reference
to motherhood escapes mention of them.

'Those who decry the trend for children to be placed in out-of -home care must accept the
fact that American society has changed," stated the American Academy of Pediatrics last year in
testimony before Congress. "More than 50% of mothers with children under one year of age are in
the out-of-home workforce. Greater than 60% of mothers with children under three are similarly
employed.*

At the same hearing before the House Committee on Education and Labor (February 25,
1988), the YWCA reported: "Our country is faced with a major child care crisis because the
number of children with working mothers has grown tremendously. By 1995, two-thirds of all
preschool children will have mothers in the workforce; and four out of five school age children
will have working mothers."

Most likely, the representatives of these organizations based their use of the statistics
quoted above on media reports, which invariably combine announcements of the latest government
figures with stories of mothers struggling to manage full-time jobs while searching for *quality'
child care. Media presentations of this nature give most people the impression that every mother
who joins the workforce needs a child care provider or access to child care facilities.

This perception simply is not true. Millions of mothers who are considered by the
government to be an active part of the labor force do not need or want substitute care for their
children. In fact, a close look at the statistics reveals that a large number of these so-called
"working mothers" actually consider themselves 'at home.'

2
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The U.S. Department of Labor Definition of 'Work"

Almost every reference to the number of mothers in the workforce, including the three
quoted above, can be traced back to the statistics on women and employment released annually by
the U.S. Department of Labor (DOL). These statistics are based as a survey of 60,000 "scientif-
ically selected' households, conducted each March by the Bureau of the Census. Because the
objective of the survey is to identify trends by comparing labor force participation from year to
year. the DOL has had to devise a standardized definition of "employmeL" This definition reads-

Employed persons are those who, during the survey week: (a) did any
work at all as paid civilians; (b) worked in their own business or
profession or on their own farms; or (c) worked friteen bors or more
as an unpaid worker ins family-operated enterprise. Also included
are those who were temporarily absent from their jobs for such
reasons as illness, vacation, bad weather, or labor-management
disputes.

This definition clearly encompasses more than the full-time working mothers most people
have imagined. According to spokespersons at the DOL, the 65% of mothers who are usually
described as 'working outside the home" also includes:

1. Mothers who work part-time, as little as one hour per week and up. In a RM.
emk-commissioned Gallup Poll of 1,009 women (reported in the March 31,1966, issue of

Newsweck), over half the mothers interviewed who were working part.time or flzible hours 'said
they had cut back or changed jobs to be with their kids." In other words, mothers who choose part-
time work often do so just to avoid the need for substitute child care.

Such is certainly the case for the part-time workers who write to our organization. For
instance, Diane Gates from Ease Junction, Vermont, writes: *When (my boys) started school, I
went out and got a job working with special education children. I see my children off in the
morning, and I'm home when they get home from school. I would giVe no one elte the privilege of
watching my children grow. What a beautiful career, being a mother.'

According to the DOL, 16.5% of all mothers worked part-time in 1988. Only 44.4% of the
nation's mothers were actually employed full-time.

2. Mothers who work seasonally, as little as one week out of the year. Many mothers
who work do so while their children attend school and avoid employment during their children's
summer vacations. Other mothers work only occasionally during the year, perhaps substitute
teaching, selling handcrafts or helping a business during a high-volume period. These mothers
who work seasonally are also calculated into the DOL statistics, although some work as little as
one week out of the ytar. According to DOL tabulations, only 33.1% of all mothers with children
under the age of 18 work full-time year round. That figure drops to 25.9% for mothers whose
youngest child is under sis years of age.

3. Mothers who work from their homes. Whether working for employers or running
their own home businesses, many mothers avoid child care by working from home. From Ann
Arbor, Michigan, Diane Spears, a single mother with three children, writes, 'lam doing some work
in my home to help make ends meet. Money Is tight, but I feel my responsibility it In the home
with my children. I don't know of anyone better qualified than myself to raise my children.'
Another single mother, raising two boys in Piedmont, California, tells us: "IPv been working at
home as the primary provider for seven yews. I didn't want to miss any of the reords being a
mother at home brings.'

3
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The DOL, however, makes no distinction between women who work at an office or factory
or some other facility and those who work in their own homes. Therefore, an unknown percentage
of the DOL's mothers who supposedly *work outside the home" refer to mothers who work with
their children around them, literally inside the home.

4. Mothers who provide child care for other mothers. Both full-time family day care
providers and mothers who collect a check for watching a neighbor's child a few hours each day
after school are counted in the DOL figures. Typical is Cindy Guznan, from Sacramento, Califor-
nia, who speaks of the days when she was working outside the home herself as opposed to her
current situation as a family day care provider. She writes: "When myflrst son wasfour weeks
old, I had to start a new job. It was a hard separation for me, (but] as time went on, we both
adjusted. When my second son was born, I was once again faced with returning to work. [Instead]
I checked out doing licensed child care... I have been home for two years now and looking back,
am proud of my thriving day-care business, my steady income, and my two boys growing up at
home.'

5. Mothers who work without pay for a Ofamily-operated enterprise' at least fifteen
hoars per week. Some mothers at home who write us mention participating in a family business.
Whether or not they are paid for their work, these women are within the national definition of
'working mothers.' Yet, most of them are able to do their work from home or to perforni their
work during hours that allow their children full-time access to "Mom.' Writes a former insurance
agent, now the mother of one in Fort Lauderdale, Florida: 'I do not have an income, but I am my
husband's bookkeeper for his business, and I do many jobs that are his when I have time at home,
so we can spend more time together as a family."

6. Mothers who work full-time but have flexible hours. Even mothers who are
employed full-time can defy the media image of the working mother. By arranging flexible work
hours or by having their husbands do so, many women go to great lengths to avoid leaving their
children in a day-care center or with a sitter. Although they definitely consider themselves
working mothers, they are usually home when their children are home. An example is Linda
Hayes, a mother of two from Vienna, Virginia, who works the so-called 'mother trip" as an airline
stewardess. An especially grueling assignment, which condenses a week's worth of work hours into
back-to-back flights that can be completed in two days, it is nevertheless so popular that only
women with nearly twenty years of seniority are able to request it. Says Linda, 'It's just not in me
to leave [my girls] so much of the time.'

In some families where both parents are employed full-time, the husband and wife have a
"tag team' arrangement: They plan their work schedules so that one of them gets hoee as the other
's leaving for work. Thus, one parent is always available to care for the children. The DOL figures
do not include information about child care arrangements; however, the Bureau of the Census
(Who's Minding the Kids? 1984-85) reports that 7% of the nation's children under age five have
'tag team" parental care.

7. Mothers who are on maternity leave, whether or mot they return to their jobs.
Women on maternity leave also are numbered among the working population. This would include
mothers like Camille Globerman, who later decided not to return to work. From New City, New
York, she writes: "1 have been on maternity leave for the past sixteen months, and now I am faced
with the decision to either resign my job of $35,000 or leave my precious to another person for a
ten-hour dayl Even though the money Is tempting, my husband and ) feel that raising our daughter
is more important; therefore, I'm going to resign.' During her first sixteen months at home, the
DOL presumably would have termed Camille a 'working mother.'

4
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8. Mothers who are employed. but who are looklag for work. Sice women who
are job-seeking generally do mot remain unemployed for eg, they are coesldered as active part of
the labor force and are counted as such. Is 1988, 6.5% of the DOL's "workiNg mothers were
unemployed.

Inaccurate Estimates of the Demand for Child Care

Thus, the Department of Labor's statistics os working mothers include womem who partici-
pate in the workforce is a variety of way - sot ist fol-time employed mothers or those whose job
circumstances dictate the seed for child care. Ia fact, the Curreat Population Survey, from which
the statistics are drawn, does not (at this writing) ask respondents any questions about child care;
,or can a respondeat's need or desire for child cae be inferred from answers to other questions.

Yet, the notion persists that every mother who participates is the labor force needs
substitute care for her children. This mistaken assumption has led many well-intentioned people --
from community leaders to reporters to Congressiomal Aides -- t6 routinely misuse the DOL
statistics as "proof' of the need for more day care. It has eves led researchers to project how mamy
children will need day care in the near future by devising formulas based on the faulty premise of
how many working mothers have bees "counted" by the DOL. In reality, as explained above, many
mothers who are considered an active part of the labor force do not need amy child care services at
all. Therefore, estimates of child care needs based on the DOL's employment statistics on women
are both inaccurate and misleading.

Unfortunately, other methods of measuring child care needs either do not exist or have not
been widely publicized. Possibly the most reliable indicator of child car treads across the natia
is the aforementioned Bureau of the Census report, Who's Minding tbe Kids? It summarizes the
results of a 1984-83 survey in which working parents were asked to describe primary and secondary
child care arrangements for their three youngest children. According to this report, most children
over age six are actually in school the entire time their mothers are at work. Children who require
secondary (before and after school) arrangements or whose parents work during son-school hours
are mostly cared for in their own homes and/or by relatives or friends.

The majority of preschool children (under rive years of age) are cared for by their m
parents: 54% have a mother at bone, 7% have 'tog team' parents, and 4% accompany their
mothers to work or are cared for by mothers who carn income from home. Of those preschoolers
who do have substitute caregivers, 11% are i the care of a relative, 10% go to a family day care
home, 3% have a babys-tter, and 11% are rolled in center-based care.

This report indicates that the number of children under the age of fifteen in seed of nos-
parental child care may be far from the majority. However, even a survey of how children are
cared for today is oaly a measurement of current use, mot a statement of seed. Until further
research is dose, aUAe can provide an accurate assessment of how many of the sato's womse
who are described as 'working mothers' really seed or want substitute child care for their children.

5
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Misconception #2

THE BELIEF THAT THE NEEDS AND DESIRES OF MOTHERS AND
CHILDREN ARE ACCURATELY PORTRAYED IN THE MEDIA

It is clear that more mothers than ever before are participating in the
workforce in some way. It is equally clear that these mothers are experiencing
a deeply emotional crisis concerning the care of their children. Yet, in spite of
considerable media coverage, the true nature of this crisis remains largely
misunderstood.

The truth is that most people's understanding of the child care crisis
is based on the media's perception of the problem. That perception -- as
portrayed in news stories, on -talk shows, in books, on television, and in the
movies -- is far from what mothers really want and children really need.

Today's Mothers Defy Media Stereotypes

Media coverage for the past three decades has almost universally divided mothers into two
distinct camps: mothers who are home with their children (pictured as a shrinking minority) and
mothers who 'work outside the home" (identified as the growing majority). Mothers at home are
supposedly politically conservative, married to a high wage earner, and ideologically committed to
the view that women belong in the home. 'Working mothers,* on the other hand, are depicted as
educated women pursuing self-fulfillment in the workplace and mothers forced to work for
economic reasons.

The outpouring of letters we have received over the past five years, from mothers of nearly
every political, religious, and socio-economic background, completely contradicts this picture.*
We have heard from single mothers who have managed to stay home, wealthy women who feel they
.must' work, political conservatives who have balanced career and family for years, and ardent
feminists who quit work as soon as their first child was born. Thus we have learned that mothers
simply cannot be categorized by their work/home choice.

If anything unites mothers today, it is not the choices they make concerning the care of
their children; it is the exhausting inner turmoil they suffer as they weigh the alternatives. Pulled
one way by an intense social and economic pressure to work and pushed another by a dawning
realization that they are truly needed by their children, most mothers feel hopelessly torn. In fact,
many of them wander in and out of the workforce -- seeking from society support at work, then at
home -- only to find it severely lacking in either place.

A Generation of Women Unprepared for Children

In spite of the depth of their internal battles, over one third of the nation's mothers choose
to forgo any labor force participation at all in order to devote their full-time efforts to nurturing
their families; many others are employed only part-time or make creative arrangements that limit
the amount of time their children spend in substitute care. Meanwhile, the child care needs of the
remaining mothers extend far beyond the search for 'quality care' to urgently depicted in the

*See Appendix A: What You Need to Know About Today's Mothers
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media. Rather, the media's 'typical" mother -- a woman whose preschoolers are subjected to a
nightmare of inferior child care arrangements while on the waiting list for a 'good* day-care center
-- is a mere glimpse of a much larger, much more poigsat story.

It is the story of a generation of women who were led to believe that motherhood could be
-hired out,* and that life with children need not differ much from life without them. It is the stcq
of women who had no real idea of what caring for a child would feel like or of the sophisticated
skills and the sacrifice of time it would require. It is the story of women like Kathy Miller Rindock
from Alleatown, Pennsylvania, who writes: '1 have always strongly supported the women's
movement and consequently was totally unprepared for the depth and strength of emotional
commit ment Ifell for my daughter. I never even considered not returning to work, so I mu't
prepared financially when I didn't want to resume my job. lam angry and frusttred and hurt."

Women like Kathy, influenced by the 'have it all' hype of the seventies and early eighties,
expected a relatively simple adjustment to motherhood. Supposing that caring for a child somehow
"comes naturally,* and consists of fairly straightforward tasks, they rarely thought beyond feeding,
bathing, and cuddling an infant. Hiring someone to do these things for them while they were at
work seemed perfectly reasonable, as did spending *quality time' with a child each evening.

However, these women have discovered that the kind of nurturing they want for their
children requires more than custodial care; it demands the full-time attention and untiring efforts
of someone who has a vision of what their children can become. Sometimes only days after
childbirth, many women begin to feel reluctant to return to work, even desirous of quitting work
altogether to stay home. Confides a mother from Franklin, Tennessee: 'My husband and I both
thought I would return to work after my year of maternity leave, but I never knew the feelings I
would experience after I held [my baby; in my arms.'

Explains Pam Svoboda, of McCook, Nebraska: '1 had no doubt I would go back to work.
Throughout all nine months of pregnancy I assured everyone that I was not a 'homebody,' that I'd
be bored at home. Then she was born. I had no idea she would be so special.' Writes a mother
from Kingwood, Texas: 'i believed all the magazines .. I intended to go back to work after a three.
month maternity leave. In reality, I found an overwhelming love for my child and child care
options that made me cry."

If mothers like those quoted here could simply change their minds overnight to be home
with their children, there might not be a child care crisis. However, many -- perhaps most young
women today -- are totally unprepared financially, professionally, or even socially and emotionally
to stay home with a baby. In fact, full-time mothering is currently so low in prestige, so economi-
cally difficult, and viewed as such a threat to professional advancement that even women who want
to quit work find the obstacles insurmountable.

Writes a discouraged mother from New Paltz, New York: 'I've been a career woman since
I was seventeen. I just assumed that after the birth of my son I would return to work and life
would go on as before .... I finally had the career position I had worked for all my life, a
beautiful healthy child, nice home -- and I was miserable. No one ever told me howl was going to
feel about that little boy... After much soul-serclig, I decided that whet was Important to me
was not supporting a llfe.styie, but living life, so my husband and i decided that we would sell our
very expensive home In a very expensive neighborhood and move 'down.' My problem now Is that I
can't seem to make that final decision to leave work completely.'

And so, many first-time mothers return to work, uncertain of their decision to do so, but
sured by popular literature media stereoypes, aad wel.meaning frknds that they will "adjust'

a sooN as they locate 'quality child care.*
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The Search for "Quality Care'

Thus it is with certain misgivings that many, if not most mothers begin the search for
substitute child care. Although their individual stories vary widely, most are merely variations on a
theme: Try as they might, these mothers cannot find a sitter or day-care center they feel comfort-
able with. Together their combined experiences create an incredible portrait of a generation of
mothers who want day care to work; who try hard to ignore symptoms that it might not be going
according to plan; yet who, after numerous trials with every available kind of care, discover that
day care is not the way they really want to rear their children.

These mothers describe how, in the midst of the highest expectations, when they are least
likely to look for something wrong with a child care situation, they feel the first vague stirrings that
all is not well. They speak of observing small, everyday exchanges between their children and
caregivers that bother them in a way they can neither explain nor forget; until inevitably, these
stirrings evolve into questions, and the questions lead to investigations, which in turn initiate yet
another series of disappointing child care arrangements. Then, for many of these mothers, come
sleepless nights, as they reluctantly acknowledge that a child's feelings about himself and his place
in the world are not molded in the few hours a mother has after work; rather a child is formed in
the midst of the most common interactions during the course of a thoroughly ordinary day.,

After weeks, months, sometimes years of unsatisfactory child care experiences, many
mothers do indeed become the media's familiar anguished mother, desperately trying to locate a
'better" sitter or a "more loving' day-care center. The critically important question, then, is: Why?
Why is it that mothers who apparently have access to a multitude of child care providers cannot
find one that satisfies them? And why, when they have been repeatedly warned that children in
day care have an urgent need for consistency, do they jeopardize fulfillment of that need to try
"one more' promising child care arrangement? Is their inability to find adequate care really an
indication that there aren't enough clean, safe, and well-regulated day-care spaces to choose from?
Or could it be that cleanliness and safety are not all these mothers are looking for?

We believe that most mothers who cannot find satisfactory child care are not suffering
from a lack of 'quality' options. In fact, many of them feel they have already experienced the best
there can be. We believe these mothers go from sitter to sitter and center to center because they
are continually looking for something that no substitute caregiver can ever provide: the same love
and care each mother would give her own child in her own home.

What Children Need

Of course, not all mothers struggling with child care problems share identical feelings and
situations. However, it is significant that so many women who feel compelled to speak out about
the conflicts they feel are describing the same surprising conclusion: there is no adequate replace-
ment in the life of a child for the intimate, full-time guidance of a loving parent.

This *discovery' is not what today's mothers were taught, nor what they expected when they
first embarked on motherhood for themselves. They have learned it from their own experience:

Explains a mother from Wisconsin: 1 was extremely confused by the negative behavior my
daughter was exhibiting while being cared for by a relative, and it became more intense when I placed
her in a day-care center at the age of three. Neither her pediatrician nor the day-care center reed with
me that my daughter's behavior %as caused by day care. Therefore, I %as shocked andangered to

*See Appendix B: "A Search for Child Care -- One Mother's Story'

8



170

realize exactly what my daughter we missing when I did quit myjob. I honestly didn't realize my
presence and interaction with my daughter were essential to her growth and development.,

From Aaa Arbor, Michigan, a former teaches with extensive traiaina in child development
write: 'When If tst became a mother, I continued to work outside the home for several years, but
found myself increasingly disturbed and dissatisfied with the core our children were getting, even
in 'good' day-care centers. It was a swrif ice for me to quit myjob, but my husbandand Ifelt it
was &greater sacrifice to put the kids in day care.'

A full-time clerical worker and mother of two preschoolers from Tallahassee, Florida, says
simply: 'Sometimes I worry that I will not be able to reverse the damage done to my children Shen
I am finally able to stay home.'

With unusual conviction, mothers tell us that children need a full-time parent because only
someone as devoted as a mother or father has the perspective needed and will put forth the effort
required to nurture a child to his or her full potential.

From Milwaukee, Wisconsin, Mary Brauer comments: "...The most important thing we can
dofor mankind [ii raise the future generation with custom-made love'as only a child's own
parents can give.'

Diane E. Poliseno, a mother from Lake View, New York, tells us: 'I became a teacher
because I do love children. I wanted to oe apart of influencing the future of our country...but my
child (and future children) are even more important, and I wanted to be responsible for building
their characters and shaping their personalities on a day-to-day, moment-by-moment basis --
something that can only be done with me being at home during the day.*

Writes Lora Rinker from Arlington, Virginia: 'I feel that I am a very privileged and very
fortunate person to be having this beautiful experience of really knowing my children, sharing and
helping them with their plans and dreams, and just being there when needed. The events of each
day may not seem so big and important, but when you add them all up, they are life itself.'

Interestingly, those who work with children on a regular basis, especially those who
provide substitute child care, express especially strong opinions about the importance of having
one parent always available to a child:

From Honolulu, Hawaii, a 20-year-old, unmarried day care worker writes: 'I am so con.
earned for children whose mothers work full-time. You see, I've been working in a nursery school
and after school program for the past five years. Those kids need individual attention so badly,
but they don'tget it. Most kids wont togo home to be with mommy right after school. They wont
to hug and kiss their moms ... talk and show off for their parents. But all they get is me. I try my
best, and I love those kids so; but I'm not mommy.*

A teacher from California, and former nanny for a White House Aide, explains: "I was the
best they could hire, end they were the ideal employers. They paid me as much as I could have
made teaching, and Igot along well with both the mother and the children. Still, after that
experience I am certain that when I have my own children, I will not work outside the home. There
is no one who is going to raise your kids like you would.'

9
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A mother of four from Canton, Ohio, comments: "When I worked at a day-care center
shortly after graduating from college, it wt more like babysitting then childrearing. I simply dealt
with children from mLoment to moment, going around putting fires out. Although I considered
myself a sympathetic and cwing person, I really was more interested in my coffee break and
visiting with friends than in the children at the center. I didn't have the feelings for those chi dren
that I have for my own. When I talk to my children, I consider their self-esteem. I try to enrich
them in many ways to make them everything they can be. I'm concerned with the whole child and
the end product because I have such a vested interest in what they'll become.0

The realizations voiced by these mothers are perhaps best summed up by Arlene Cardozo
in her most recent book, Sr4anda. After interviewing hundreds of women who chose to leave
substantial careers for fall-time motherhood, she concludes: '...(Ajs we come to value our
children as our most important natural resource, we see the necessity for them to receive the best
possible cre. We are coming to recognize that care means much more than supervision and
stimulation. It also means the day-in, day-out, consistent involvement of the child with someone
who truly loves her and cares deeply for her future.'

What Mothers Want

What, then, do mothers want? Recent studies and surveys are making it increasingly clear:
Mothers want more time at home.

In the 1986 Gallop Poll for ewmseiek mentioned earlier, 1,009 women were asked whether
they thought "a mother who works full-time or part-time can adequately fulfill her responsibilities
to her child." Only 50% of the respondents felt a full-time employed mother could do so, while an
overwhelming 86% thought a mother working part-time hours could. Of those same respondents,
52% identified themselves as full-time employed mothers with regular hours. However, when
asked whether they would prefer full-time regular hours, full-time flexible hours, part-lime work,
work from home, or unemployment, more women wanted to quit work completely (16%) than
wanted to continue regular full-time employment (13%). The highest preference by far was part-
time work (34%), with flexible hours emerging as the second choice (23%).

In The Motherhood Report, a book reporting the results of a 1985 study of 1,100 mothers,
authors Louis Genevie, Ph.D., and Eva Margolus found that '...the majority (of working
mothers), 55%, experienced moderate to very strong conflict about the fact that they had to leave
their children every day to go to work. ... IT/he only background characteristic that reduced a
woman feelingss of conflict about going to work was money. The more money a woman earned,
the less conflicted she was likely to feel. ...Most women, however, do not earn professional
slaries; nor is their work intrinsically interesting. And when these women compare their
responsibilities at work to their responsibility to their children, it is little wonder that work comes
in a distant second.*

More recent surveys indicate that the number of mothers expressing a desire to be home
with their children is increasing. In the October 20,1987, issue of FamilyCicle, the results of a
survey to which nearly 50,000 women responded were published. When asked to respond yes or no
to the following statement: 'If It were possible, I would quit my job to stay home with my
children," 67.6% said yes. The July/August 1988 issue of Public Onion reported that a survey
conducted during the summer of 1987 by Mark Clements Research found that 88% of the mothers
polled who worked either full- or part-time agree with this statement: 'If I could afford it, I
would rather be home with my children.'
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The exceptionally candid letters we receive from mothers across the nation confirm the
results d such polls. Our letters indicate that most mothers today either do not need or do not
want substitute child care. Firsthand experience with day care has shows mothers that it doesn't
do the job; that no matter how "quality" it becomes, it will sever do the job. Letter after letter,
from mother after mother, expresses a single heartfelt longing:

From a mother in Pennsylvania: 'I got a surge of hope and energy after reading about your
group. I'm a working mother, albeit a vet,!, very reluctant one. My daughter will be six months old
tomorrow and not a day goes by without me grieving over losing these precious days with her. I
have to work, but my husband and I are doing everything possible to get ourselves on our feet
financially so I can work part-time by autumn."

From a mother in Haymarket, Virginia: "l am, unfortunately, a working mother who
commutes 50 miles each way. It's hard to have a young child and leave for work at 5:45 a.m. Ido
feel very frustrated concerning my need to work. I would like to be afull-time mom, until school
age anyway.*

From a mother in Madison, Wisconsin: "Although I returned to work after a year's
maternity leave -- and only work half -time --I still am seriously considering being a full-time
mother at home. But I need support It seems that most literature today supports the woman who
'does it all.'

From a mother in Grand Rapids, Michigan: "! am writing in response to a recent Phil
Donahue show I saw on mothers who stay at home. The comment was made about hoping to
provide an economical way for mothers who are forced to work to be able to stay home more with
their children. I was very interested in this because I am in that situation."

From a mother in High Falls, New York: "I'm a single parent supporting two children and
I've been working outside my home for years. I've always held the hope that I could be an at-home
mom, but as time goes by and my children get older, the prospect seems more distant than ever. I
just want you to know that I support your efforts to make full-time motherhood a real alternative."

What most mothers want today is the chance to rear their own children in their own homes
without jeopardizing the opportunity for fair and equal participation in the labor force in the
future. They want flexibility in the workplace so they can have time at home when their children
most need them.

Accepting What Mothers Want and Children Need

Unfortunately, neither the media nor political leaders welcome the thought that helping
mothers spend more time at home might be a significant step towards averting a looming child care
crisis. To many, such a contention appears to contradict hard-earned liberation and enlighten-
ment. Yet, the truth is that the mothers decrying day care today are the product of that enlighten-
ment. If anything, it is their very awareness of their rights, especially in the workforce, that drives
them to speak out about their desire to be with their children.

From Houston, Texas, a mother writes: "I am an attorney who became de-liberated by my
daughter who is now fourteen months old. Gloria Steinem can no longer be my role model. As I
was a pathbreaker ten years ago in the professional arena, I now find myself again a pathbreaker as
professional who chooses to shelve a career, temporarily, to commit myself to raising a family in
the best manner possible."

it
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A single mother from Illinois, imflect: OAlthough l8rew up in the rural Midwest, in a
home that preched end peaclice! op uaity, the choice to work at home was somehow less than
equal .- at iMsm in my mind. roniceliy, it has taken all of MV feminism and activism to find the
pace where I can parent and be content wii. my decision .. that place is home.'

As a society, we have long equal women's progress is the workplace with tht struggles of
the working mother. In fact, there is fear that giving chsi4rearing a place of importance In a
woman's life will somehow forsake the gains in equality that Save beea made. Yet, womea who
feel forced to work when they would rather be home are every bO as unliberated at women who
feel forced to stay home when they would rther work. It is critical t:at we move forward by
acknowledging that helping mothers put their children first does not save to threaten the full and
equal participation of all women in the labor force.

Accurately Assessing Child Care Needs

Before any "solutions' are rushed through Congress, it is imperative that the true needs of
families be accurately assessed. To date, almost no systematic research has been done to deter-
mine what child care arrangements parents most prefer or how to make their top preference
readily available. Rather, most studies simply assume that institutional day care (which can be
easily regulated for safety and affordability) will become the favored option of the future, and
their survey questions reflect that assumption.

The open and deeply moving expression of feelings we have received from parents across
the nation reveals a need to ask questions few researchers seem to have considered: What do
parents believe is best for their children? What do they feel their ideal child care arrangement
would be? What would have to happen to make that arrangement possible? What kinds of child
care options have parents tried in the past and how did they feel about each one? Are there
arrangements that parents recognize as "good* for them, but harmful for their children? What
requests have parents made of employers in hopes of preventing or reducing the need for
substitute child care, and how were those requests received? Would changing a spouse's work
situation (i.e. flexibility at work or the ability to work from home) make it possible for a number of
families to avoid child care altogether? Would parents prefer this flexibility over 'good* substitute
care?

There seems to be a significant difference between what the media say about mothers and
what mothers say about themselves. Unfortunately, policy makers who depend on and trust the
media to provide accurate information may be tempted to take the word of newspaper columnists
and television news anchors over the personal experiences of a mother in Kansas City or a factory
worker in Baltimore. It is time to carefully and openly review the facts surrounding the child care
crisis, and to demand an accurate assessment of the nation's child care needs, as expressed by the
mothers and fathers of the nation's children.
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Misconception #3

HIB BBLIEF THAT PROVIDING MORE QUALITYY CARBO
IS OUR ONLY REALISTIC OPTION

Almost everyone agrees that full-time substitute care of any kind is not
the optimal way to raise a child. Yet, the full-time care of a loving parent --
once thought to be every child's birthright -- is now being dismissed as a
Utopian dream. Day care may indeed be a "second choice" way to raise chil-
dren, assert the "experts," but we should nonetheless be prepared to face
reality. Because women "must" work, day care is unavoidable -- a necessity we
must learn to live with, like root canals and taxes.

What experts do not take into account, however, is that where rearing
their children is concerned, most mothers believe they should have more than
second choice. Why, these mothers want to know, are we rigidly heading
toward a clear second best solution to the current child care crisis in a country
that has always pledged that its children deserve the best? Why aren't we
investigating alternatives that could guarantee -mothers a true choice of how
their children will be raised?

There Are Many Creative Alternatives to More Day Care

We believe the child care crisis can be solved without spending billions of dollars annually
and without encouraging the kind of child care that mothers do not want. Suggestions have poured
into our organization from parents across the country -- parents who know firsthand the sorrow of
having to leave their children, parents who have thought deeply about what is best for their
families, parents who are not afraid of innovation and creativity when it comes to solving a
national problem o( serious proportions.

We have divided these suggestions into six categories, each or which assumes that parents
should have the right and the choice to spend as much time as they desire nurturing, guiding, and
protecting their children. Mothers-At-Home presents as many of these ideas as possible, in hopes
of stimulating discussion that could lead to other, perhaps even better ideas.
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1. ENCOURAGE "FAMILY-PRIENDLY' EMPLOYMENT PRACTICES

Legislators might be surprised at the number at women who say that a L te flexible
workplace would virtually eliminate their need for child care. If these women are right, perhaps
the most cost-effective approach to the child care dilemma would be to reduce the need for
substitute care by instituting certain helpful business practices. Government should not be afraid
to initiate research and discussion on suggestions such as these:

A. Government could create a commission to encourage family-friendly employment
practices in the private sector. Writes a California mother of one child who works part-time as
an administrative assistant: '[Government can help by] encourqig, not legislating, that pidVite
companies provide attractive child care ronsgements to their employees, such as one yew
nternity leave, job sharing, reduced hours, flexible hours -- basically being cooperative to work it
out with the parents of children.' A father of mine children from Bethesda. Maryland, agrees. He

feels that mmadalia family-oriented business policies might encourage discrimination against men
and women in their child-beariag years; he suggests, therefore, that the government set up an
institution similar to the Equal Employment Opportunity Commission to motivate, rather than
force, employers to adopt better policies. For instance, qualified businesses could display a
'Friend of the Family Employer, logo, to attract capable employees who value a family-friendly
atmosphere at work. Companies might qualify for the FFE designation by instituting a minimum
number of family-friendly practices from an approved list of benefits and work options.

Family-friendly employment policies might include:

1. Increased availability at part-time positions. According to U.S. News and World
Repr (June 20,1988), in a 1988 survey of the child care needs of Du Pont Corporation
employees, 33% of fathers said they were interested in part-time work to accommodate
children, compared to 18% who had been interested in part-time work in 1985. Meanwhile,
55% of the women surveyed were interested in part-time work both survey years.

From Vallejo, Californin, a mother of one preschooler writes: *My only complaint
is that usually twice a yew my boss pesters me e lot to work more shows. He doesn't see the
value of having a happy, pert-time worker compared to an unhappy full-time employee.
[We need] availability of flexible part-time work at a reasonable wqe (I.e. being well-
compensated for expert work even though it is perlttime).'

From Neola, Iowa, a mother of four comments: a/ would sure like to hae the
opportunity to work a part-time job that would be flexible enough [for me] to be home
with the children when they are home.'

From Washington, a former electrical engineer and mother of one says 'I am con-
cerned that since my field is traditionally a men's, part-time work will be newly impossible
to find.'

From Brookfield, Wisconsin, a mother of two who works part-time as a finnacial
planner/CPA eplaias: l am dis&r.4'led with the fact that tkere re not good prt-time
opportunities at my career level that pqvide jot satisfaction and adequate compensation.'

2. Flexible honrm, especially fUll-tin- bars based on local school hours. Al am. -
3 p.m. shift for one parent in a hose where the spouse works the traditional "ine to rve'
cam keep children out of day care altogether. (One parent sees children off to school in the
morning, the other is there for the. in the afternoon.) This is only one example of flea-
time options, which are already increasing ia popularity is both the private sector and in
government.
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3. Job-sharing opportunities. We have heard from mothers who share jobs in every.
thing from teaching aerobics to editing for a publishing firm. A mother from Maryland,
who once worked as a "telephone emergency (911) dispatcher,* told us she and another
mother lobbied unsuccessfully for a job sharing situation. The employer threatened to fire
them if they refused to work full-time, citing the expense and trouble he would incur in
training a new dispatcher. The mothers were bullied into working full-time, but within the
year both quit completely .- leaving the employer with not one, but two dispatchers to hire
and train.

The logistics of job sharing vary from one office to another. Employers are
experimenting with every conceivable method of dividing hours and responsibilities. Some
jobs are shared between mothers and retired persons or mothers and students. We have
been told of one particularly novel form of job sharing: Mothers who can afford unpaid
leave hand their jobs over to college students for the summer, then return to work after
their children begin school again in the fall.

4. Better benefits for employees with reduced hours. States a part-time librarian and
mother of two from Fredericksburg, Virginia: "(We need] availability of part-time work
with decent bend its Often part-time jobs have minimal benefits and this is discrimina-
tory.' From Hudson, Wisconsin, a mother of three suggests: 'Have companies provide one
half of benefits for part-time workers instead of nothing for part-time and everything for
full-time.'

5. Allowing children to accompany parents 'on the job,* when reasonable. Many
parents find that they prefer to have their children with them while they work in small
businesses, stores, medical practices, nursery schools, farms, and in various other work
environments. Even more parents would like to explore this option. A postal carrier and
single mother of a seven-year-old son, from the Washington, D.C. area, describes hzr ideal
child care situation as "taking him with me on the last run of tho day. But insurance
regulations won't allow it." Recognizing that there may be reasonable limits to the
presence of children in some workplaces, the potential for including children in their
parents' work lives should be further explored.

6. Dependent Sick Leave. An issue of great concern to all parents is the ability to take
off work to care for a sick child or to care for preschool children when a stay-at-home
spouse is sick. The Chamber of Commerce in St. Paul, Minnesota, has researched this
issue extensively. Among the findings were strong indications that employee absenteeism
and low productivity is directly related to employee concern about sick children. In one
study, both improved dramatically when employers instituted policies such as dependent
sick |tave or vouchers to pay for child care at special 'sick child' day-care centers. A part-
time social worker and mother of two from Maryland suggests a "compensatory time'
arrangement for salaried employees where overtime hours "can be counted later as regular
work hours for things like slaying home with sick children.' (Such flexibility is also critical
for employees who need to care for sick or elderly relatives.)

7. Parental leave plans. Many employers are recognizing the benefits of good parental
leave policies for both mothers and fathers of new babies. Ideally, parents who want to
quit work temporarily to care for their children full-time would be able to choose a longer,
"open-ended' parental leave. In such cases, companies would not be expected to guarantee
the same job back. Instead, they would retain 'open' personnel file& on these employees,
and would perhaps even offer them minimal continuing education programs, occasional
temporary assignments, or other flexible work options. Later, when these same parents
apply for reentry, their prior experience would help them qualify for a job approximately
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equal to the one they left. A mother from Arlington, Virginia, explains, "The stereotype of
the 50's mother at'home troubles me. I see myself as on an extended leave from the paid
workforce. I fully expect that the education and skills I acquired before I had c.tlldren as
well as those I've gained as a mother at home will be valuable to future employer.'

B. Government should serve as a model family-frriendly employer. Writes a part-time
attorney and mother of two from York, Pennsylvania: "The higher status occupations still require
a 50-60 hour work week, thereby dooming mothers to trade their kids' needs for their career. There
are few jobs inbetween and pay Is always lousy In 'women's fields.' Flex-time and part-time jobs
must be found in the professions for women -- starting with the federal government."

C. Government could help employers establish famUy-f rieadly employment practices.
Increasing numbers of employers, both large and small, are already instituting various family.
oriented benefits and policies. Government should support this workforce trend by helping
employers learn from each other. Suggests a Wisconsin mother of two: 'Offer incentives or
educate industry as to the untapped potential in offering flexibility/part-time work (compensated
fairly) to mothers of young children -- to retain them over longer periods, ie. when they return to
work full-time." Such incentives could take the form of tax benefits for employers who establish
certain prescribed practices, special awards or other recognition for model family-friendly
employers, and priority grants to those exploring alternatives to day care. The government might
educate employers about the benefits of family-friendly employment policies by distributing
literature or by offering special courses and consulting services.

2. MAKE THU FEDERAL TAX CODE CAREER-NEUTRAL

Of all the suggestions received by our organization, tax relief is mentioned most often by
far. Some specifics include:

A. Reduce the tax burden on families in general. A mother of three from Butler, Pennsyl-
vania, writes: "Parents should not be taxed to a degree that they cannot provide for children. The
government should stop spending and lower taxes." Comments a mother of three from Lynchburg,
Virginia: "7'Jation takes more and more money from families, making it harder for them to
choose how many children to have." Although federal tax rates have declined slightly as a result of
recent changes in the tax code, social security payroll taxes have risen, and are scheduled to rise
again, with the net result that many families with dependent children still feel burdened by taxes.

B. Increase the amount of the personal exemption. When Congress first instituted an income
tax, great care was taken not to overburden families with children. The work of nurturing and
educating the next generation was considered vital, and the financial commitments it entailed were
respected. Thus, taxes on young families were offset by the then-substantial personal exemption
for each dependent. In fact, in 1948, a personal exemption of $600 represented 42% of the average
personal, per capita income. Over the years, this reverence for the economic hardships of
preserving the nation's future through its children completely disappeared, and the amount of the
personal exemption did not keep pace with inflation and other tax demands. Between 1960 and
1984, the tax burden increased 43% for married couples with two children, and 223% for families
with four children, while corporate taxes went down and taxes for singles and childless couples
remained stable. While the 1986 tax reform is raising the value of the exemption to $2,000, this
only partially offsets the erosion suffered since the 1940s. According to some researchers, to have
the same value relative to income it held in 1948, today's personal exemption would have to be
raised to 56,468.

Writes a mother from Rexburg, Idaho: "By increasing the dependent exemption this gives
gray family financial boost. Then the mother can afford to choose to stay home and raise her
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own children ate family can afford to pay for day care of their choice, No center or type of care
should receive government money. Egmilu should receive the tax break."

A mother of three preschoolers in Jonesboro, Arkansas explains: "One option to consider
would be to increase the dollar value for personal exemption of children by the child care tax
credit amount. This money would be understood as (a) child care tax credit. Then the person(s)
directly responsible for the child's care would have the responsibility to find and provide adequate
care. It may be enough economic incentive for some persons, who have not been economically
able, to remove themselves from the workforce to be an at-home parent.'

C. Establish tax advantages for families where a parent stays home to care for hig or her
own children. A mother of one in Sacramento, California, writes: "Through the tax system,
government should reward families in which either mother or father stays home to raise their
children." Another mother agrees: 'Helping those parents who truly need day care Is fine, but
helping parents find a way to allow one paent to remain at home with his or her children is even
better. Maybe there could be tax benefits to those mothers who stay at home full-time.' An even
stronger comment comes from a mother of three in Chatham, New York: 'Instead of funneling
tax dollars to day-care centers, provide good benefits for mothers who stay home (like better
deductions). As a counselor, ! work with too many women who return to work but d2nL want to.'

D. Institute an additional tax credit or deduction for each preschool child, regardless of
the parents' work status. Such a policy would give parents additional income which they could
then apply toward the kind of child care they prefer -- whether parental or some kind of substitute
care. Asks a mother from Elgin, Texas, "What about an increased exemption for children from
birth to seven years to at least encourage a parent to stay home during the 'formative'years?"
Writes a mother of two preschoolers from Wiscorsin: 'Perhaps there could be a tax credit for
every child I claim a. a dependent. This tax credit could possibly diminish as children proceed
through school.'

1. Make the child cre tax credit more equitable. Opinions on how to do this vary. Some
mothers feel the child care tax credit should apply only to families with below poverty-level
incomes. Others believe it is discriminatory toward mothers who choose to care for their children
at home (often at great financial sacrifice) and should therefore either be abolished completely or
expanded to include one-lncome families where a parent stays home. A former registered nurse,
now home with an infant in Wisconsin, expresses it this way: "If they allow tax credit for child care
outside of the home, I think it only fair for mothers in the home to receive the same because they
forfeit earning potential to stay home."

It has been brought to our attention that the median income (1986 statistics) for 'tradi-
tional" two-parent, one-income families ($25,803) is nearly 50% less than the median income for
two-earner families ($38,346). Are children's needs really well-served when two-earner families
making more than $200,000 a year can claim an average child care tax credit of $528,.while two-
parent, one-income families making $25,000 receive nothing at all?

P. Institute a tax credit for those providing child care, rather than for those paying for it.
This interesting idea comes from a mother in Veradale, Washington: "The current incentive
(Child Care Tax Credit) encourages people to send their children to day care. A better goal would
be to encourage people to care for children. Society has given no monetary value for people to care
for their own children and little (witness the low wages of child care workers) to care for the
children of others.- I would propose eliminating the Child Care Tax Credit and replacing it with a
new Child Care Workers Tax Credit, which would apply to people who care for children full-time,
whether paid or not. People who are part-time workers could be eligible for half the credit. I
would suggest a decreasing Incentive for increasing numbers of children.*
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A similar idea wps described by am Iowa mother of flbe who is also a family day care
provider: 'Child owe income could be nomnan-ble, since most child ce providers make less then
the minimum wae."

3. STRENOTHEN FAMILY ECONOMIC SECURITY

As a nation, we aeed to investigate the economic forces that are combining to make it
nearly impossible to raise a family on one income. Many women who write to us express fear that
they will sot be able to meet the financial challenges inherent in rearing a child from birth through
a college education. Not only do we hear from mothers in the workforce who want desperately to
come home (as quoted earlier); we bear from just as many mothers now at home who express
genuine fear that they will be forced back into the labor force before they would choose it.

Writes a New York mother and day care provider: 'I'm afraid tha societal pressure and
financial pressure may force me to return to work when my youngest is school age." A mother of
three from Virginia agrees: "Sometimes I worry that'l will be forced to work because government
Is more interested in my money than what is best for my family.9

There are three areas, of the many that merit special attention and analysis, in which we
have received comments:

A. Affordable housing must become more readily available to young families. Writes one
mother: "Financially we can manage pretty well, yet we may never have a single family home (the
American dream). [Wel have made compromises In our dreams so that I can be with my children
while they are young.' Many parents indicate that paying a mortgage or even paying rent on an
adequate home is their families' biggest financial worry, and the factor that may push many of
them into the paid labor force before their families are ready.

B. Insurace packages should be created that recognize the needs of young families who
prefer that one parent remain home with the children. For example, a parent at home cannot
buy disability insurance, because the job of caring for oae's own children has no monetary value.
A mother of two from the Washington, D.C. area complains, 'Ifeel that my family is vulnerable
b 'cause although I havepurchased life insurance, my insurance agent tells me that I cannot get
disability insurance since it is based on a percentage of one's earnings. Yet, if I were to become
disabled, who would care for my children? We could not afford to pay someone else to do my job.
The insurance agent has no answer for me.'

C. Tax free savings plans (similar to IRAs) could be instituted to help young families save
in advance for the expenses of rearing children. Explains the Virginia mother of two who
thought of the idea: "They would be able to draw on it after birth or adoption ofa child, either to
offset the cost of a lost income for parental care, or to apply towards alternative ce, or to apply
toward the purchase of a home."

4. PROMOTE COMMUNITY SBRVICES THAT BETTER SUPPORT THE FAMILY

Parents seeking advice or information within their communities are encountering many
government, non-profit, or other svrviceA that still focus on "womea's" issues that are nearly three
decades old. It is time for communities to address the (alaI issues of the eighties and nineties.
Services that would be heartily welcomedd include the following:

A. Better preparation of th a younger generation for the reality of family responsibilities
and better training Is the sJ.ills needed to fulfill those responsibilities succeadully. Since
most people do eventually become parents, educational curricula should acknowledge that fact and
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belp prepare everyone for the possibility of parenthood. Students could receive a basic foundation
in the principles of early childhood development and an understanding of some aspects of the job
of parenting. This knowledge would be valuable whether or not an individual student later chooses
to become a parent, for it would encourage a desperately needed appreciation of and respect for
children and families. Furthermore, a thorough discussion of family financial planning and career
development, including the personal Impact of family responsibilities, could help young people to
better plan their lives. Many mothers tell us that no one ever tried to explain to them the emo-
tional impact of parenthood; therefore, they made financial and career commitments before
bearing children without regard to what they and their children might truly need later.

B. Better resources for parents to help improve parenting skills and other skills related to
family life. The field of educational psychology, and especially early childhood development, has
grown immensely in the past fif teen to twenty years. Valuable research information about the
needs of infants and young children has been gained as the result of such projects as The Harvard.
Lilly Pre-School Project, The Beethoven Project in Chicago, and the Missouri Parents as Teachers
Program. Some cf the most effective programs have concentrated on parent education, providing
opportunities for parents to learn about children's social, psychological, and cognitive develop-
ment. Such parent education programs, as well as other family-related information and resources,
should be made more widely available through family centers, community centers, classes,
workshops, pediatric offices, health clinics, and schools. Public service announcements, such as
those that have targeted certain health and safety issues (smoking, heart disease, and seat belt use,
etc.), have been seen as a worthwhile investment in educating the general public; similarly, an
information campaign which increased society's understanding about the developmental needs of
children could prove enormously beneficial to us all.

C. Resources for women seeking advice on how to live on one income, how to make money
from home, how to arrange flexible work hours, and other ways to care for their own
children. We bear from many mothers asking for advice on how to manage on one income and/or
how to run a business from home. While there is an abundance of information available to parents
about 'how to choose good day care" there is very little information or support offered to parents
trying to care for their own children on limited incomes. Community support services should
address this need.

D. Businesses, shopping centers, government facilities, and other public places better
equipped to handle children who accompany parents on outings or errands. Although public
places are gradually becoming more sensitive to parents with young children, many more accom-
modations could be made which would be a welcome sign of caring to all families. For example:
infant changing facilities and toilets for young children that both mothers and fathers could use;
lounges for nursing mothers; a small table and chairs with books, a chalkboard, or other simple
diversions in the sterile places where parents struggle to wait with children (such as bank lobbies,
clinic waiting rooms, government offices).

S. ESTABLISH BETTER OPPORTUNITIES F!OR HOME-BASED WORK

Home-based business is on the upswing, and many mothers know why. TheWashington
&Ug, in a Business Section article entitled "New Domestic Workers Run Businesses From Home"
(May 21, 1984, page 5) stated, *For many [home workers], the decision to stare an in-home
business was sparked bya desire to take child-raising out of the hands of day-care workers." Mail
received by Mothers-At-Home not only supports this assessment, it indicates that many more
mothers woktii work from home if they knew how to begin.
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Writes a mother from Bryan, Ohio: 'I work asa bank secretary, and am very jwtefui go
haw job In such good environment. I work out of economic necessity, however, and hew
always longed to beat home. Do you perhaps have pamphlet suggesting ways family can get
along on one Income and/or how l could stay at home and still can money?"

Writes a mother from Gloucester, New Jersey: 'I do not want to go back to work because I
feel there is no one that could give my baby the love I can give him. Even though I want to ralse my
childat home, my husband and I cannot afford it unless I find work I can do in my own home. I
am an electronic assembler and have seven years of experience. I head some companies let you do
work at home, but I do not know where to find the information.*

Writes a woman who has raised her family, but must now care for a disabled husband: "I
would really like to quit work and be home with my husband as he really should not be left alone,
but I have no other choice. If you could help me to be at home and still arn money, I would
appreciate It very much.*

Government could help parents earn money from home, and thus avoid the need for
substitute child care, in several ways:

A. Repeal prohibitions and cot the red tape for home-based employment. Outdated and
arbitrary laws at the national, site, and local level currently prohibit various kinds of home-based
employment. In addition, zoning laws in many neighborhoods exclude even simple at-home work
that would not disrupt residential living. Perhaps a federal commission could be appointed to
study the impact of tax procedures, zoning and commercial regulations, local licensing practices,
and other laws that affect home businesses. Recommendations could be made to state, county, and
local governments regarding outdated regulations or laws that discourage cottage industry.

B. Educate employers as to tthe mamy ways in which they cam use home workers. Encourage
employers to create positions where work can be done mostly at home or to contract with
independent home businesses to perform work or provide business services.

C. Encourage banks to help mew home businesses -- with loans, advice, and other services.
Writes a tingle mother from Ialtimore, Maryland: I receive no child support, but I was deter.
mined to stay with my daughter. With the help of myfather-in.law Igot a least on a word
processor, and for almost thre-e yeas I have been working from my home and taking care of my
daughter. But the business will not survive unless ! can expand, and I can't get any credit ofind
an investor. I don't want to leave home.'

D. Create job banks aad otter con munity resources for individuals interested is earning
am income at home. Job bankls already exist in many communities which could easily expand to
include information about honte.based employment opportunities. Other local organizations
could distribute information alout how to maintain job skills or develop new ones while at home,
how to start a home business, or how to find a company that erAploys home workers. These
services would not only benefit parents seeking home employment opportunities but many other
Individuals as well, such as thoe whose physical handicaps and financial situations limit their
mobility and employment choices.

B. Encourage the formation of home business cooperatives or networks. Home businesses
could be given opportunities to join together to purchase supplies, hire consultants, use adminis-
trative and computer services, participate in group insurance and other benefit plans, share
marketing and advertising expenses, and enjoy other advantages that are often too expensive for a
single home butinessperso.
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6. IMPROVE HOMEMAKER SECURITY AND OPPORTUNITY

A major disincentive for mothers to care for their own children for any amount of time
is the incredibly low value placed on their work is th society, both socially and financially.
Everywhere they turn, It Is clear that the time they spend rearing their children is considered of no
cousequence. Writes a mother from Portland, Oregon: 'Give more encourqementfor at-home
mothers publicly. I wish the at-home mothers would be the 'heroes'for a change.'

An American mother now living in West Germany with her five-year-old son and one-year-
old twin daughters writes: 'We moved [from Washington, D.C. toe villaqe of 350 people, so the
change was huge. So was the thinking on motherhood. Almost all the 'smart' women I know here
are home with their-ids and are supported for their choice -- not just by society but also by the
government. Some have 4n extended maternity lea of up to sir yews, at which time they can
return to government jobs of equal seniority and pay as those they left. All mothers get paid 600
Deutsche marks per month for one yew (soon to be two) after the birth of their child and a
monthly child allowance ufil the kids are twenty-one. At first. I wondered why there were so few
day-care centers, nannies, etc. here, but now I see that the mothers and fathers have worked for the
right to stay home.'

Ideas include:

A. Increase the amount of tax-deductible money a homemaker can contribute to an IRA.
Comments a mother of one from Illinois: "I am appalled that since I have no personal income I
cannot contribute more than $250 to my IRA. Legislation should be drafted and passed imme-
diately by Congress so that I can make full $2000/IRA contribution each year. Does the
government think my retirement will be any cheaper than my husband's? And statistically I may
outlive himllP Other forms of homemaker pension plans should also be explored.

B. Offer government-backed, low interest loans and other support for homemakers
seeking further education. For example, establish a system of 'credits' extended to parents for

each year spent at home full-time with the children. These could be 'cashed in* later for college
tuition or other benefits. Writes a mother from Elkhart, Indiana, 'Give education tax credits for
mothers staying at home so we can learn new skills or develop the ones we have."

C. Encourage businesses to recognize skills that are-developed outside of paid employ-
meat. The maturity of a person who has had the daily responsibility of caring for children should
be viewed as a "plus.* Human resource and personnel administrators could show creative initiative
by instituting a means of evaluating and crediting-men and women for skills developed in managing
a home as well as skills developed in volunteer service in the community. Such unpaid experience
could then be recognized later by potential employers.

These suggestions represent only a partial list of those we have heard
from parents across the country. We cannot be certain which measures will
work and which will not; however, we believe that variations of a number of
them in concert would significantly improve the chances of the most children
possible receiving the care their parents most prefer. We offer these ideas as a
springboard for further action, in hopes they will open new doors of possibility.
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ENSURING OUR CHILDREN THB BBST POSSIBLE CARE

Mothers across the country are watching the national child care debate
with growing alarm. They have seen it evolve from a rational and sensitive
discussion of the plight of America's mothers into a frightening political battle
between forces that have long since forgotten what is really at stake. They fear
that in the end the "solutions' it yields may compromise what is good for them
and what is best for their children.

Most mothers today do not believe that loving care can be created by
legislative mandate, or bought with generous salaries and top-of-the-line play
equipment. When they demand *quality'care" for their children, they are not
referring to adequate fire exits and adult-to-child ratio. They are referring to
genuine love, to personal and immediate attention to individual need. They
are referring to that care which teaches a child that he comes first to some-
body -- in short, the kind of care that has never been for sale.

These mothers do not make their child care decisions based on scientific
studies or the findings of Congressional committees and Presidential commis-
sions. In the final analysis, when a mother makes that hard choice, she consults
the dictates of her conscience, the inclinations of her heart, and the common-
sense evidence of her own two eyes.

For most mothers today, that evidence suggests that their children need
them. So, while legislators consider child care programs which no one knows
how to fund or staff oi regulate -- programs which even proponents cannot
confidently predict will do an "adequate" job -- millions of mothers are pioncer-
ing their own real-life solutions to the child care dilemma. These mothers,
who have ignored conventional wisdom in order to pursue uniquely personal
strategies and options tailored to the needs of their individual families, may
well be providing the very leadership that will finally steer us toward a sound
public policy on child care.

One thing is certain: the children of this nation deserve to be raised in
the best way rather than in the most expedient way. Let us work together to
ensure that all parents can freely choose the best possible care for their
children.
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App08dil A

What You Need To Know About Today's Mothers

1. Most mothers completely defy the media stereotypes. Both women who choose to remain
home full-time and women who are in the workforce cross every political, religious, and socio-
economic line. We have heard from single mothers on small incomes who manage to stay home,
working moms married to high wage-earners who still feel they 'must" work, self-described conserva-
tives who have balanced lob and motherhood for years, pro. ERA feminists who quit high-powered
careers as soon as their first child was born. Many mothers now at home could casly walk into their
choice of enviable jobs, while many mothers employed full-time would give anything to stay home.
Mothers simply cannot be categorized by their work/home choice.

2. All these mothers feel tremendous pressure to return to the workplace. No matter
how a woman feels about her children or her career, she faces a powerful image of just who qualifies as
a "smarc woman' today. Our society clearly admires the woman who is in the workplace -- doing
something 'important" for herself and the community. Thus all women face a variety of subtle
pressures (as well as some amazingly overt ones) to combine career and motherhood. Writes an
attorney who now works part-time: '1 witnessed exactly how 'valueless' being an at-home mother is....
When I quit being a trial lawyer, the colleagues I left considered me crazy and proof that women
couldn't really cut it. My status dropped instantly. Receptionists condescend to women in jeans with a
baby in arms, men have trouble finding a topic to talk about besides babies, and my presence makes
some women uncomfortable because (r's r tough issue for all mothers.' A professional psychologist
from Madison, Wisconsin, found advising others did not help her face the same pressures: 'It seems
most literature today respects and supports the woman who 'does it all.' Even though I have a master's
degree in counseling and have worked in the field for six years, I find it impossible to counsel myself
and difficult to re.f rame my self-concept to exclude work outside the home where so many people put
the value.' A mother from Salt Lake City, Utah, describes pressures on her husband as well: "The
pressure to 'toss in the apron'can get heavy when all of yourfriends and relatives weuk and think you
are nuts for staying home. [My husband) gets pressure at work to have me work .- with statements like,
'How can you let her just sit around and live off you ?

In addition to social pressures, there are forceful economic ones as well. she high cost of
housing is an important factor, as is society's consumer orientation, which encourages young couples to
overextend financially. They become dependent on two incomes well before they think about bearing
children; thus, when children come along, both parents 'must' work. A mother of three teenagers from
Wisconsin who works part-time explains: 'My husband has been supportive most of the time except on
occasion when most other wives worked and those families had so much mot'e money and its advan-
tages. Believe me, there is pressure on husbands to have 'productive' wives who help achieve a higher
ifestylell A mother of two preschoolers from New York observes: 'I think our culture has tricked us
Into believing we must drive new cars, own home computers, wear designer jeans, buy the latest toys
(for our children and ourselves) and maintain a certain level of affluence in order to be considered
successful. We send a message that being able to buy 'things'is more important than the time we spend
with [our children].*

3. Many of today's mothers drift in and out of the workplace. Because of intense pressure
to remain in the workplace, mothers do not easily make the choice to stay home with their newborns --

even when the want to. It is a rare mother today who hasn't gone in and out of the labor force; first
going back to hner full-time job, then dropping to part time, next quitting completely; perhaps trying a
home business, then part-time work again, etc. The fact is, a mother feels a complete lack of support
from society no matter what option the chooses. Many mothers spend years of trial and error before
they find a job/home balance that is comfortable. Typical is a 35-year-old mother from New York, who
writes: 'I'm walking that thin line between working and staying home, having tried all the alternatives
and still coming up with the desire and ache to be with my son.'

4. This geeratioa of mothers was reared with serious misconceptions about childrearing. A
predominant theme in our letters is resentment that so much of what young women are led to believe
about motherhood is simply not true. Today's mothers were raised with the belief that 'liberation'
mean' the freedom to pursue fulfillment is the workplace. Children, they were told, could be turned
over to child care givers trained to help chUdren reach their full potential at each developmental stage.
These mothers have been shocked to discover that nurturing is a sophisticated one-on-one process,
which not only requires a great deal at intelligence and iA, but also a lot of time. There Is open .
coacem about the false expectations s taught to y oq women today. Indeed, aess the situation is
corrected, women wia l continue to make decisions in theu pre-childbLri years that make it extremely
difficult (financially ad/or professIonally) to eoose to stay home wen they do ave children.
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Appedi B

A Search For Child Care -- One Mothers Story
by Linda Burton

I hadn't intended to stay at home. I wasn't born for
it. Having my first child at the age of thirty-three
created an upheaval in my life unlike anything I had
experienced.

Before the birth of my first child, I had been a
profesloual full-time fundraiser for a public-interest
law firm. It was a harrowing job, sometimes, but it was
fun and made good use of my energies. At the end of
the day, ! used to look forward to meeting my husband
and friends somewhere in town. We would relax, catch
up on the day's events, and generally enjoy each other.

After the birth of my first child, I found myself
feeling less convivial at the end of the day than I had in
years. Walking the floor with my child, knowing that
be was keeping me from doing much that I itally
wanted to do, made me angry.

When my husband and I first discussed haviLg
children, we had no real idea how radically theywould
constrkt our lifestyle. Like many other modern young
couples, we had foUowed the dictates of Lamaze and
LeBoyer.We had our baby by natural childbirth, spent
hours 'bonding' with our newborn, and never let him
cry without picking him up. According to tte new
.parenting' books, we were teaching our son that his
needs would be met, first thing in life.

But while my child didn t cry, I did. I missed my job
and my friends; I felt poverty-stricken, and I looked
awful. So, like manyyoungwomen faced with the same
predicament, I decided to go back to work.

Without too much trouble, I found a job writing for
a public television station -- and happily set cut to
enjoy life once again. I assumed that I would simply
give my chUd good 'quality' time in the evenings and on
weekends and, in the meantime, I would use all my
energies to find an absolutely sterling person to care
for him during the day.

- I researched child care with a vengeance. Luckily,
I did find someone tocare for my son who seemed fine.
She lasted a mouth. During that brief return to the
office, however, I made some remarkable discoveries.

I discovered that I had no 'quality' time for my child
in the evening; indeed, I felt like I had no time at all. I
was tired. Although I loved my soe, and knew that he
needed attention from me, somehow I was unable to
give much of it after a day at the cffiee.
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I also discovered, to my surprise, that I missed my
child when I was gone. I worried about how he was
beiag dressed, fed, cared for. I worried that his bright
inquisitiveness was being dulled by the housekeeper
who, while a kind and decent person, lacked a certain
intellectual vitality.

I was almost relieved when my housekeeper quit. I
came back home to attend to my son and, again,
searched for child care. Diligently, and over what
came to be a period of two years, I searched for child
care everywhere, from the local town newspaper tothe
best nanny schools in London.

Yet everywhere I looked, it always seemed like a
long waiting list of mothers had been there before me.
We commiserated with each other. Trying to find the
'right' kind of full-time child care, we discovered, was
a lot like trying to handicap a horse race or beat the
roulette wheel at Las Vegas. No matter how many
setbacks we had, we kept on giving it one more try,
holding out for what we knew was the intoxicating
probability of an imminent lucky break. Whether the
spoils of victory were unimaginable amounts of per-
sonal wealth or the babysitter popularized in legend
who was kind, intelligent, put our children first, and
nevergot sick, we fervently believed that there, but for
a simple key to the right system, went us.

I remember the zeal with which a few mothers at
work would guard their child-care sources, passing on
names of favored sitters to a select friend or two, v, ith
all the covert machinations of a Mata Har. But no
matter how closely kept were the names of the 'really
good' sitters which some mothers managed to stumble
on, there always came that inevitable day when they
lost them. Maybe one of them moved, maybe the sitter
just got tired and decided to give up sittingfor a while.
Or maybe the mother simply decided that the 'really
good' sitter wasn't to 'really good' after all. Whatever
the reason, we all learned to pick ourselves up and
begin searching again.

When I was looking hard for child care, I spent
literally hours on the telephone, every day, trying to
scout out the best available care. Other more broken-
in mothers shared their allegedly fool-proof 'Lists of
What to Ask Potential Housekeepers' who telephoned
me in response to the many advertisements 1 placed.
They suggested nefarious ways to tap into the market
of illegal aliens (remarking that it would be nice to
have someone who spoke English, but concluding that
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we couldn't have everything) and passed on whispered
directions toward certain population groups whowere
rumored to 'be wonderful with children.'

Nannies sad Housekeepers

At the beginning, confined my search for child care
tolhousekeepers and nannies. However, no matter how
much I wanted my child to have personal, one-on-one
care and attention, provided in his own home, I always
seemed to come up against one of the same three
obstacles. First of all, nannies and housekeepers were
very expensive, and their wages would have eaten up s
major chunk of my salary. I soon learned that in con-
junction with the other expenses of working outside the
home -- clothing, transportation, lunches, and the
convenience foods which became almost essential for
cooking -- the expense of one-on-one care was some-
thing my husband and I could not reasonably handle.

Second, if the tedious progression of interviews
which I conducted with the aspiring housekeepers who
answered my ads was any indication of the sort of care
givers available for hire in the nanny market, even the
people able to afford full-time, one-on-one care were
rarely gettingwhat they bargained for. The truth of the
matter was that an overwhelming percentage of the
people who came to my door, ready and willing to care
for my children, were clearly unqualified for th,- job.

Finally, I learned that nanny-housekeepers -- no
matter bow good or how qualified -- rarely stay around
very long. A job, after all, is still a job, and even the
most capable of nannies is not in the job for the long-
run. For some reason, many of us nanny-seekers must
have acquired vastly sentimentalized notions from old
English history books or PBS television series that a
typical nanny came to change the diapers and stayed on
for the weddings. The truth was that few modern-day
nannies stuck around long enough to see a baby move
into toddlerhood. Even the most congenial and af-
fluent or employer, who gave their nannies multiple
gifts, lavish vacations, free cars, high wages, and
desirable working conditions, frequently complained
about the eternal search for 'yet another' nanny.

The Child-Care Mirry-Go-Round

This last problem, eape:ially, seemed almost in-
digenous to every availablelkind of child care I located.
Nannies seemed tocome and go, as did family day-care
providers, almost constantly; even the staffs of most
day-care institutions, I learned,have a notorioulybhtlh

turnover rate,while the outward, serene appearance of
the facility itself remains constant.

Although I would find myse- j king about the on-
again, off-again nature of the child-care merry-go-
round, I soon realized I was becoming uneasy about
what this process was doing to my by-this-time two
children. I knew there were people murmuring about
how good all this upheaval must be for the children; I
read about one woman who laughed that her dauglater
was being raised by a committee.' But she told herself
that her daughter was getting to know a lot of people
andwaslearuing how tomake rapid social adjustments.

Yet there was something else that I could see my
own children learning, along with rapid social adjust-
ment, which frightened me, no matter how lightly I
dismissed its implications. I could see that it was
unsettling and traumatic for them, once they had
anchored their love, confidence, and trust in someone,
to experience abandonment by them; and I feared that
they were learning, in their own self-interest, not to
invest too many of their feelings in other people, or to
be willing to commit themselves to future long-term
emotional relationships.

I wanted my children to learn that the people who
cared for them would not leave them. While I knew my
husband and I would not leave them, thefact remained
that we were away at an office all day. We were not
our children's primary care givers, no matter how
much we liked to think of ourselves that way, and we
could not in truth be relied upon to respond to their
needs for the great majority of their waking hours. I
was beginning to see that ! wanted my children to have
a reliable, consistent, loving person upon whom they
could depend for guidance, who was available to them
during much of their day .- and that the status quo of
musical babysitters wasn't going to give it to them.

Family Day Care

When the problems with hiring a nanny-house.
keeper appeared insurmountable, I decided to go
ahead and give family-centered day care a try. Initial-
ly, this home-based care seemed like an attractive
option to me because I assumed that my childrenwould
be in a cozy, homey atmosphere during the day, placed
with a relatively small group of children, who could be
nice playmates for them. And family day care had the
added happy bonus of being r ,ch more affordable
than one-on-one care. Yet my high hopes rose - and
predlctatly fell gain -- with each successive expeti-
eace in home-based c re.
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Appendlz 8

It seemed that one of the biggest and most consis-
tent problems I encountered with family day care was
rampant overcrowding. Although I noticed that local
governments were frequently trying to regulate the
numbers of children allowed in any one day-care home
at the same time, I could also see that those regulations
were increasingly caving in to public pressure for
.more child care." And the regulations were very
difficult to enforce. Time and again, I left my children
in the care of a sitter who assured me she cared for
'very few' children, only to return on an impromptu
visit to find staggering numbers of 'drop-ins" had
joined the 'very few.'

Another problem I found with family day-care
homes was that the care givers generally were women
who wanted very much to stay home with their own
children but who took in extra children to help supple-
ment the family income. I found that it was next to
impossible, in a situation like that, to expect the sitter
to put the needs of my children first. Naturally, even
the kindest and best-intentioned person in the world
would respond to her own children more quickly and
more sensitively than to the children of a relative
stranger. And I would frequently see my children, no
matter how subtly, come to perceive themselves in an
inferior, less-favored position than "Johnny and
Rachel* or 'Mary Beth.'

Third, on visits to family day-care homes, I was
surprised at the number of times I observed a sitter
relating to my children differently from the way I
would have done -- from how she responded to a
request for an apple to where she put them down for a
nap to attempts to deal with (or ignore) conflicts and
questions. Too frequently, I found myself observing a
sitter and uneasily reflecting, 'I wouldn't do it that
way!" This is sot to say, please understand, that I
always believed my way was the 'right' way; ot at all.
But I was surprised at the large number of clear opin-
ions I appeared to have about some of the smallest
things that were a part of my children's everyday lives.

I came to see that the raising of a child did not
represent simple custodial upkeep. Rather, my chil-
dren were learning lessons, making choices, and being
guided by the repetition of small human interchanges.
The largest decisions bout the direction of their
future, Iwas learning, were made in the course of these
apparently inconsequential daily interchanges. Here,
they w3uld most indelibly implant information about
their perceived place in the world, their relation to
other people, and the value they placed in themselves,
in their own potential, and their own goodness.

Last, I discovered that family day care by its very
.cozy* ature is invisible and anonymous -- and there-
fore subject to astonishing abuse. When I was at the
office, I did not in fact ever really KNOW what went on
with my children during the day. Oh, I could draw
certain inferences, based on the way my children
behaved when I picked them up at day's end, but my
inferences were incorrect on enough occasions to
warrant my pulling the children out of family day care
altogether. While at first I had naively relied on my
children for correct information about their experi-
ences during the day, I soon began to understand the
significance of the fact that my youngest, like many
children left in family day care, couldn't talk at all; and
I suspected his older brother might be easily intim-
idated or bullied into not talking. Given an unhappy
dAy-care situation, I could see how my children might
well have assumed -- since they had no reference point
-- that their unhappiness was a simple part of their
existence.

Also, I am embarrassed to say, that there were far
too many days when I just did not want to HEAR about
what my children did during the. day, how they were
treated, and so ou. I would leave work harassed, tired,
frustrated, and eager to put dinner on the table, and I
did not want additional 'problems' from my children.
It became easy to overlook an unpleasant or unaccept-
able day-care situation simply because it became one
burden too many to handle.

In actual practice, l never found an accurate way to
evaluate the merit of a day-care situatior . Despite my
most painstaking investigations, many environments
that appeared loving and constructive on initial (and
sometimes repeated) examination turned out later to
be something quite different.

In one instance, I found the 'absolutely marvelous"
family day-care provider, recommended by trusted
friends, sleeping on her sofa whle eleven children (she
bad informed me that she only csret for five children)
wandered aimlessly around in front of the blaring TV.
Another time, on an unannounced visit, I found that
the 'highly recommended' licensed day-care provider
confined seven preschoolers to her tiny dining room.
I found them huddled together, leaning over a bar-
ricade to watch a TV program showing in the adjacent
room.

Such disappointing -- sometimes horrifying -- child
care stories clearly differed from mother to mother,
but the general theme, I learned, remained the same.
It seemed that no matter how many checklists I con-
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salted, visits I made, or references I checked, my
coclusio never varied. There was no one to whom I
could pay enough money to love my chi:d.

institutional Day Care

At one point, in spite ofa prejudice against it, l even
investigated institutional day care for my children. I
talked to a number of mothers who regularly used day
care, and I read the literature of many of the new day-
care chains located near my home. I was offended by
much of the public relations language in the day-care
Wrochures which came my way -- language which
attempted to soothe my anxieties and dispel myguilt at
the notion of leaving my children in institutional care -
- bet langua . which also denied the instincts of my
heart and my down-home common sense. Many of the
brochures even seemed to claim that they could do a
better, more "educated* and professional job of raising
my children than I could.

So when I checked out the possibilities of institu-
tional carefor my own children, ! was dismayed atwhat
I found: The people staffing many child-care institu-
tions certainly weren't the superior, kind and loving,
multiply-degreed maternal paragons which the day-
care brochures had touted. Many of the people I saw
on the staffs of our child-care institutions, on the
contrary,wereunder-paid,under-educated,and under-
interested.

This is not to say, of €oarse, that I did not find some
superb, dedicated day-care directors. During my
search for child-care, I spoke with some of them at
great length. In fact, it was they who urged me not to
come to them at all. Surprisingly, two of the six day-
care directors with whom I spoke pleaded with me to
'Please only use us as a very last resort, Please do
everything you can to try and stay home with your
children." In fact, I became somewhat irritated as they
tried, with great feeling, both to convince rae that they
were nat the best thing for my children and to help me
come up with ways to work from home so I could be
with my children. At the end of one phone conversa-
tiros with a day-care director, I was rather taken aback
to hear her finally sigh, 'if you really must have some
other kind of care for your children, I suppose we're
the beat; but your care would be the best o all.'

I disagreed. I still believed that there was a baby-
Bitter out there with my name on her and all I had to do
was beat the right bush- (ind the right system -- that
would bring her out of hiding. In time, however, my
exhaustive and1titense search for child care taught me

this critical lessca: No matter how many license we
issueor lnspectionswe require, ao matterhow rigidthe
guidelines we establish or how much money we pay,we
must one day face the fact that it Is Impossible to have
quality controls over the capacity of one human being
to love and care for another

And all of a sudden, the notion occurred to me that
perhaps the elusive, almost mystical 'she' was not out
these. After all, here we were, millions of women
trying tohi re someone warm,wonderful, motherly, and
loving. All of a sudden, common sense told me that
there slmplyweren'tenoughwarm,wodesful, mother-
ly, and loving people to go around. And even if they
were out there, it was clear that they didn't want to
give priority attention to my children. They wanted to
take care of their own children.

While -- and most of my friends -- were saying our
minds were 'too good" to stay at home and raise our
children, none of us ever asked the question, 'Then
what sort of minds should be raising our children --
minds that were not very good?'

My carefully worded advertisements for child care
literally came back to haunt me. I was looking for
someone 'loving, tender, reliableresponsible, nurtur-
ing, intelligent, and resourceful.' I had wanted some-
one with a driver's license, good English, a sense of
fun, and an alert, lively manner. I wanted someone
who would encourage my cldren's creativity, take
them on interesting outings, answer all their little
questions, and rock them to sleep. I wanted someone
who would be a 'part of the family.'

Slowly, painfully, after really thinking about what I
wanted for my children and rewriting advertisement
after advertisement, I came to the stunning realization
that the person I was looking for was right under my
nose. I had been desperately trying to hire me.

Used by permislon. Acrepolh Books, Ltd.. W aIL&ASmart
Woman Like YoU Doiu At Home' b7 Linda Barton, hset
Dittm., sad Cberi Leoelies; 1916.
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We are extremely interested is your reaction to the ideas expressed in this paper. Please
write to as if you have comments or further insights.

Permission is granted to copy this paper for further distribution, and to reprint any portion
(with the exception of Appendix B) provided proper credit is given and all quotes are kept
in context. To order additional copies, send $5.00 each to the address below.

Mothers-At-Home, Dept. CP, P.O. Box 2208, Merrifield, VA 22116.

ibis child care concept paper was written and produced by Mothers-At-Home volunteers
with children present and sharing with us the process of commitment to an effort.
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PREPARED STATEMENT OF SENATOR DAVE DURENBERGER

Mr. Chairman, I want to commend you for scheduling this series of hearings and
for inviting such a distinguished and diverse group of witnesses to assist the com-
mittee in developing legislation that will help address the needs of parents who are
trying to both raise a family and cope with the economic and social realities of the
1990's.

This committee has long been at the forefront in developing legislation designed
to help parents, especially the working poor, meet the financial costs associated
with raising a family.

Over the past decade, we have significantly expanded the refundable earned
income credit to make its benefits available to a broader spectrum of the working
poor. In 1981, we restructured and retargeted the dependent care tax credit in order
to provide greater economic benefits to the working poor. And in 1986 we rejected
the administration's i-conceived proposal to convert the dependent care credit into
a deduction. I believe what we accomplished in adopting the 1986 Tax Reform Act
did more to alleviate the financial burdens faced by America's working families
than any other single p iee of legislation adopted in the last decade.

We removed more than 6 million of the working poor from the tax rolls, and we
doubled the dependent deduction and indexed it for inflation. But the committee
has not focused solely on the tax code in seeking to alleviate the financial burdens
facing America's families. Just last year we spent a considerable amount of time
reforming our welfare system from one of dependency to-one of independence. And
one of the most important parts of the welfare reform legislation was its recognition
that child care services are an essential element in moving AFDC participants off of
the welfare rolls and onto the job rolls.

Mr. Chairman, the economic structure of the American family of 1989 is radically
different from the economic structure of the American family of 1959. Today, 57
percent of women with children of preschool age are in the workforce. 61 percent of
all children will live in a single-parent household before reaching the age of 18. And
between now and the turn of the century, women will make up 65 percent of the
new entrants into the workforce. These are not just statistics; these are the hard
economic and personal realities that families in Minnesota, Texas, New York and in
ever State in the Union must face.

While economic and social pressures are bringing more and more women into the
workplace, each day families must confront the difficult choice of how to balance
their economic needs with the personal demands and financial demands of raising
their children. In more than half of these cases, this means that working families
must find a suitable form of day care for their children.

It is my feeling that families should play the primary role in raising their chil-
dren and that government should not get involved in this process unless something
prevents children from receiving the care they need. We do not need a national
nanny. But we do need policies that increase child care options for parents and
ensure an adequate level of quality, affordable child care so that children are not
left unsupervised or placed in inadequate facilities.

As President Bush said when he proposed expanding the child care tax credit:
"parents work during the day and at night, swing shirts and part time. Some par-
ents want caregivers to be relatives or neighbors or at school or at church. Or they
want only after-school care or care for special children. They want caregivers to
share their values. I agree with the President that there is no such thing as "one
size fits all" child care. We must develop a child care policy that is built around
parental choice. To facilitate such parental choice and to ease the economic burdens
associated with raising children, I strongly support the idea of expanding the de-
pendent care tax credit and making the credit refundable. Not only does the child
care credit maximize the choices available to parents in selecting the type of day
care they deem most suitable for their children, but it is also targeted in such a way
as to provide the greatest financial benefit to those families who most need financial
assistance. To be most effective, however, the credit must be made refundable. Oth-
erwise many lower income families who owe no taxes will not be able to claim any
of the benefit of the credit. At the same time, I believe any child care initiative
adopted by this committee must include an incentive to encourage businesses to pro-
vide day care facilities and other child care options for their employees.

As this country confronts an increasing shortage of labor, it will become more and
more important that workers have the skills, the technical knowledge and the quali-
fications to compete in the global marketplace. Quality child care and early child-
hood development are essential to ensuring that tomorrow's workforce is capable of
competing in this marketplace.
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A tax incentive for business to provide a day care option has several advantages.
In the first place, it allows many businesses to retain a skilled workforce of young
parents who might otherwise be forced to leave the workplace because of the un-
availability of adequate child care options. Secondly, a day care option will enable
many companies to attract the brightest young workers into their workforce. And
lastly, a quality day care option may provide children with the foundation skills
that may enable them to become more effective students and workers in the next
century.

Finally, Mr. Chairman, I believe that when the committee's hearings are complet-
ed, and we get down to the business of writing a responsible and balanced child care
bill, we will have to decide what portion of our resources we are willing to put into
an expanded child care tax credit, and how much we are willing to provide to par-
ents who decide to stay at home to raise their children.

I hope this committee will provide equal benefits to the parents who stay at home
as we are willing to provide to working parents. Every family faces a difficult per-
sonal and economic choice when their children are born. While it has become com-
monplace for mothers to continue in the workforce, many parents are willing to
make the personal and professional sacrifice of leaving the workforce in order to
raise their children. Many women's careers are stopped dead in their tracks because
they have opted to stay at home for several years to raise their children. Many fam-
ilies must sacrifice the purchase of a new car or washing machine or other necessity
because one of the parents has decided to take on the full-time responsibility of rais-
ing the children. We cannot in good conscience ignore the vital role that the full-
time parent plays. That the stay-at-home parent does not receive financial compen-
sation for the services she performs should not diminish the importance of that job.
The tax code should recognize the vital role that both of these types of parents play
and we should not reward one as against the other.

PREPARED STATEMENT OF MARIAN WRIGHT EDELMAN

Mr. Chairman and members of the Committee: the Children's Defense Fund (CDF)
is a privately funded public charity dedicated to providing a strong and effective
voice for children, especially poor and minority children and their families. We ap-
preciate the opportunity to present testimony today on the issue of child care.

The timing of this hearing could not be better according to the latest Harris poll
on child care that was released by the Phillip Morris Company just last week. I
hope every member of the Committee will make an effort to review the results. Ac-
cording to the poll, no more than 8 percent of all parents were able to say that this
country's child care system is working very well. Most Americans believe children
in the United States are neglected and the vast majority feels that the time has
come to formulate a national child care policy. Eighty-five percent are convinced
that the Federal Government should establish minimum standards to ensure child
care of an "acceptable quality."

The lives, talents and productivity of all America's children will be increasingly
important in the years ahead as the nation attempts to sustain its world leadership
and to compete with a shrinking proportion of young workers. Yet millions of chil-
dren often the children of working parents-are homeless, without health care, and
without the early childhood development we know they need to become 'healthy,
educated and productive adults.

As the consequences of child poverty and neglect are becoming more clear, a
strong national consensus finally has emerged in support of investing in the health,
care and development of America's children, especially our youngest and poorest
children. The latest Harris poll once again documents this consensus. We cannot
afford to wait any longer; neither can we afford political "quick" fixes. National
policies and programs must be enacted that are effective in addressing the complex
problems facing today's children and families. Unless we do it right, neither our
children, nor our nation, will benefit.

This Committee, under your leadership Mr. Chairman, has been especially dili-
gent in analyzing the many problems facing children and families, understanding
their complexities, and formulating appropriate policy responses. Over the past few
years, this Committee has tackled the increasing Federal tax burden imposed on low
income working families, the numerous and complex problems faced by welfare fam-
ilies, our nation's shameful infant mortality crisis, and the increasing lack of health
insurance of low income children and families.
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We are rieased that this Committee is now exploring ways of remedying the child
care problems facing millions of American families. We know that children will ben-
efit from your thorough review and consideration of the many pending proposals.

CHILD CARE---THZ PROBLEMS

The American child care dilemma is as complex as it is immense. CDF has devel-
oped a short piece entitled, "Child Care: Key Facts," that we would like to submit
for the record. We hope that this review will provide the Committee with a better
understanding and perspective on the nature and extent of families' child care prob-
lems.

An examination of the frustrations of millions of parents who must work outside
the home but who cannot find or afford decent care for their children shows that
today's child care crisis has three facets: cost, quality and availability.

Cost: The cost of child care is a struggle for most working parents, but it is simply
beyond the reach of most low income working parents. Even though child care sala-
ries are notoriously low (child care workers are paid less per hour than bartenders
and parking lot attendants), it now costs about b,000 a year to purchase full time
care for one child. Care for infants and toddlers costs much more.

Most low income working parents cannot afford decent child care at all unless
they stop eating, buying shoes or paying the rent. For example, the annual average
cost of care for one child would eat up 45 percent of the annual income of one
parent working full time at a minimum wage job. As a result, far too many poor
working families have no decent child care options and must leave their children
home alone during the day or in unsafe, inadequate care arrangements.

Quality: The quality of child care is an extremely troubling problem for most
working parents and their children. The quality of care varies greatly from state to
state and from program to program. Not many parents are provided assurances that
their child care will be of good quality or that their children wild be even safe and
protected while they are at work. Few are even guaranteed the right to drop-in un-
announced to check up on their children.

The quality of care is a more serious issue for poor children and families. Far too
many poor children are denied good quality child care, either because their parents
cannot afford it or because it is not available at any price. Yet good quality child
care has been shown repeatedly to help poor and disadvantaged children overcome
some of the more harmful effects of poverty. Comprehensive early childhood devel-
opment programs lay the foundation for the basic skills that children particularly
poor children-must have for success in school. Continued neglect of their care and
development imperils not only the future of millions of young children, but our own
as well.

Availability: The supply of decent child care falls far short of the need in most
communities, and shortages of infant care and before- and after-school care exist na-
tionwide. If more and more women and mothers join the work force in the years
ahead as expected, the problem will only continue to grow.

Our child care problems are mounting daily, and the lack of decent and affordable
care is exacting a heavy toll on children, on parents, and on our work force. This
Committee is well aware from its welfare reform efforts that the lack of child care
often imposes insurmountable barriers to the self-sufficiency of low income families.
Employers report that lack of decent and reliable child care is negatively affecting
the productivity of their workers. However, the lack of good child care takes its
heaviest toll on our children, too often with tragic consequences. A few parents re-
cently testified before another Senate committee and urged Congress to pass child
care legislation that assures parents access to good quality child care.

* Jane Snead spoke about her only daughter, 10-month old Ashley who died in an
unlicensed family day care provider's home from a massive dose of imipramine poi-
soning.

9 Linda Hartshorn talked about Daniel, adopted after years of waiting. Danny
died at twenty-one months from a large skull fracture. His babysitter has been in-
dicted on three counts of child abuse as well as manslaughter.

AN APPROPRIATE POUCY RESPONSE TO CHMLD CARE

These parents are heartened by the strong bipartisan consensus in support of Fed-
eral action to address the child care problems faced by millions of parents. The
sheer number of proposals reflects the breadth of congressional concern and offers a
variety of creative approaches. It is essential that these proposals be reviewed with
the interests of children and families uppermost in mind, and that whatever the
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name, number or sponsor of final child care legislation, it draws from the best of
these proposals to:

(1) provide sufficient assistance so that low income families can afford safe and
decent care for their children while they are working outside the home;

(2) improve the quality of child care so that all parents may be assured that their
children's health, safety and development will be protected while they work outside
the home.

We believe that the Act for Better Child Care (S. 5, reported from the Committee
on Labor and Human Resources on March 15) is the proposal that most effectively
accomplishes these objectives. Other proposals complement ABC, including provi-
sions and approaches taken by the President's Working Family Child Care Assist-
ance Act (S. 601) sponsored by Minority Leader Dole; the Expanded Child Care Op-
portunities Act (S. 412) sponsored by Senators Packwood and Moynihan; the Part-
nership in Child Care Act (S. 187) sponsored by Senator Heinz; the Children's Eco-
nomic Equity Tax Act (S. 28) sponsored by Senator Riegle; the Child Care Assistance
Act (S. 761) sponsored by Senator Domenici and many others.*

Many of you are familiar with the Act for Better Child Care, several as co-spon-
sors. The bill is the product of year-long discussions and deliberations among con-
gressional staff, parents, and child care policymakers, providers and experts. ABC is
long and complex, because it takes a comprehensive approach to similarly complex
child care problems. However, ABC does not propose a radical new approach to
child care policy and instead builds upon current state and local policies and prac-
tices. In so doing, it ensures the protection, safety and development of our children,
and it provides low income parents with real and decent choices for the care of their
children.

ABC will help the lowest income-families pay the full cost of child care at current
market rates, and it will pay a portion of the cost for other low and moderate
income families. The states will determine eligibility standards, subsidy rates, and
fee schedules. ABC's assistance will provide thousands of our poorest working fami-
lies with the resources to pay for the care of their children so that they may select
among the full range of decent options now available to more affluent families.
These include relative care, family day care homes, group homes, and child care
centers operated by community organizations, schools, religious congregations, em-
ployers, and other nonprofit and for-profit providers.

Equally important, ABC is designed to improve the quality of care and to assure
parents that publicly funded care will be basically safe and of good quality. ABC
would require that after four years states and publicly funded programs meet mini-
mal standards fnr health, safety, and quality. It would also provide other important,
but basic, assurances: that parents have unlimited access to their child's program;
that children be immunized; and that child care providers be prepared either
through experience or training to care for children. This Committee has taken a
similar approach to standards in case of nursing home care for Medicaid benefici-
aries. It is also the same approach the Army takes to meet the child care needs of
military families.

Third, ABC addresses the problem of availability by setting aside funds to help
states, communities, employers and providers expand and improve the supply of
child care.

ABC is a sound and necessary response to the child care problems experienced by
America's working families, and it is a response strongly supported by the Chil-
dren's Defense Fund, by hundreds of other organizations at the national, state, and
local levels, by elected and appointed officials, and by experts and parents.

Passage of ABC alone, however, is not the only possible approach. Numerous tax
credit proposals have also been introduced in response to the growing concerns
about child care. Tax credits can be an extremely effective mechanism to supple-
ment the income of low income working families. Thanks to the leadership of this
Committee, the Tax Reform Act of 1986 significantly supplemented the income of
these families through an important expansion of the Earned Income Tax Credit
(EITC). CDF has long advocated proposals to improve the EITC and adjust it for
family size. We believe that tax credits offer an important complement to the ABC
bill, and we support their enactment this year.

We do not believe, however, that tax credits standing alone will adequately help
low income working parents afford care for their children. Neither will tax credits

* S. 55 by Wilson (R-CA): Kids in Day Care Services; S. 364 by Gore (D-TN): Employment In-
centives Act; S. 392 by Coats (R-IN): Parental Choices in Child Care Act; S. 409 by Boschwitz (R-
MN): Child Care Assistance and Resources Expansion Act; S. 692 by Hatch (R-UT): Child Care
Services Improvement Act.
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provide sufficient assurances that children will have care that is safe and of good
quality. When the Tax Reform Act was passed, it was not called a child care bill.
Furthermore, tax credits are unlikely to expand significantly the supply of care.
The current Dependent Care Tax Credit has been in place for many years, yet wait-
ing lists lengthen and our child care crisis grows. Overall, tax credits do not realisti-
cally expand the child care choices available to low income families.

The President's Working Family Child Care Assistance Act of 1989 (S. 601) does
target much-needed additional income to some of our most vulnerable families:
those with children under age four and with annual earnings under $13,000. Yet the
President's plan would not assure even those parents affordable, safe, and decent-
child care-or any care-if they must work outside the home.

The President's new tax credit, for example, would provide a family earning
$10,000 a year with an additional $12 per week ($600 per year) for each child under
age four. Currently, family day care, the least expensive child care arrangement for
infants and toddlers, costs about $75 a week in major cities. The $1,000 tax credit
would be limited to families with incomes around $8,000. In contrast, a similar
family under the Family Support Act is likely to receive a subsidy that covers the
full cost of care which in many states would exceed $4,000 for infant care.

Even with the President's tax credit, the poorest parents still could not afford
child care and would be forced to continue to leave their children in substandard
arrangements like the one recently reported outside of Chicago where 47 young-
sters-half of them under age two-were being cared for by one adult in a base-
ment.

I don't think there is any doubt that the reason these parents placed their chil-
dren in this basement is because it cost $25 a week or one-third of the cost of most
child care in the community. Without sufficient assistance these parents have no
decent choices. ABC would provide such assistance. Tax credits alone would not.

Tax credits simply do not adequately respond to the urgent child care needs of
low income families. A tax credit neither provides sufficient assistance, nor even at-
tempts to improve the quality of care. We must move far beyond the President's
plan if we expect America's children-especially our poorest children-to mature
into healthy and productive adults.

The Expanded Child Care Options Act of 1989 (S. 412) sponsored by Senators
Packwood and Moynihan, and the Partnership in Child Care Act of 1989 (S. 187)
sponsored by Senator Heinz also targets additional assistance to low income work-
ing families by improving the Dependent Care Tax Credit and making it refundable.
While this is a useful and necessary step, we are also concerned that it, too, will not
overcome the basic inability of low income parents to afford decent care for their
children while they are at work.

A family earning $10,000 a year could theoretically receive as much as $960 to
offset the expenses it incurs for the care of one child under S. 412. It is very unlike-
ly that such a family would actually receive that amount, however, because in order
to be eligible, it would have to first spend $2,400, or one-fourth of its income, for
child care. If the family managed to spend $1,000 for the care of its child, it would
receive a credit of $400 a year, or $8 a week.

The basic reimbursement approach to tax credits also detracts from their ability
to help low income working families pay the costs of care. While many of the tax
credit proposals allow an advance payment of the credit, this is a cumbersome and
difficult administrative procedure of limited effectiveness. While prepayment is pos-
sible with the EITC, for example, in 1986 less than 1 percent of families utilizing the
credit received an advance payment.

While most tax credit approaches do not even address the problem of the quality
of care, minimal assurances are included in the Dependent Care Tax Credit. Under
the credit, assistance for care in centers serving six or more is allowed only when
such centers comply with all applicable state and local laws. While S. 187 extends
this to all out-of-home care, it is unclear what efforts, if any, the Internal Revenue
Service undertakes to enforce the current provisions.

Both S. 412 and S. 187 also propose to begin to restore funds previously cut from
the Title XX Social Services Block Grant, earmark them for child care and require
providers to meet applicable state and local laws. S. 187 takes additional steps to
improve and enforce state licensing and inspection of child care programs. These
are important steps, but we believe much more is required to ensure the protection
and development of America's children.

Children and their needs do not vary from region to region or state to state. But
due to our current patchwork system of state licensing and regulation, the quality
of child care does vary widely. All children deserve the best from their child care
setting, and that is why CDF has so strongly supported ABC's call for minimum
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Federal standards along with the resources necessary as a way to protect children,
regardless of where they live.

n closing, CDF believes that the bottom-line of any child care policy must be that
parents are able to afford good quality care for their children. The children of Texas
need the same things from child care as the children in Oregon or Michigan: they
need caregivers who do not spread their time among too many children so that they
can give a child individual attention or handle an emergency; they need the calm
and soothing environment that small group sizes can provide; they need caregivers
who have had some basic training in child development, first aid and caring for
larger groups of children; they need an environment where common-sense health
and safety procedures are followed; and given the decreasing immunization rates of
young children, they need immunization checks to prevent the spread of illness.
And all parents, regardless of the state in which they live, want to be able to drop-
in on their children to check on their well-being.

I am confident that this Committee and the entire Congress will act with the
needs of children in mind. Surely the bottom-line for all of us must be a child care
policy that is good for children.

PREPARED STATEMENT OF CHARLES E. HAYWARD

Good Morning, Mr. Chairman and Members of the Committee. Thank you for this
opportunity to present testimony regarding child care legislation currently being
considered by this Committee.

My name is Charles Hayward. I am the Secretary of the Delaware Department of
Services for Children, Youth, and Their Families. I appear today in my capacity as
Chairman of the Day Care Task Force of the National Council of State Human
Service Administrators. The American Public Welfare Association (APWA) is a 60
year-old non-profit, bipartisan organization representing state human service de-
partments, 800 local public welfare agencies, and 6,000 individual members.

Let me begin today, by stating that the National Council of State Human Service
Administrators, representing all 50 states and the territories, has identified enact-
ment of Federal child care legislation as one of six major organizational priorities
for 1989. As Human Service Administrators we see every day that the lack of afford-
able child care continues to be a significant barrier faced by lower-income parents
seeking and maintaining employment.

The dozens of congressional hearings on child care over the last two years, are
evidence that child care has become a national issue. The number of American fam-
ilies lacking affordable, quality, clild care continues to grow dramatically. The
changing demographics of the workplace has created an increasing need for child
care all across the country.

I'd like to take just a minute to let you know what is happening in the states. The
situation varies only by degree from state to state so I will use Tennessee as an ex-
ample of what you will find all across the country:

9 In 1986, Tennessee had 961,000 women employed in the state; 490,000 or 51%
had children under six years of age. Another 185,000 had children between five and
nine years of age.

* Yet Tennessee has just 2,216 licensed child care facilities to serve over 10,800
children. In practical terms, that means that for every one space available in pre-
school day care programs, there are about five children who need care.

* The situation for infants and toddlers is even more pressing. In 1985, Tennessee
Children's Services estimated that 95,000 infants and toddlers needed child care, yet
only 15% were reported to be in licensed care.

e There are even fewer child care options for school-aged children. Only 5% of
the children between the ages of five and eleven are served in licensed day care fa-
cilities, yet 60% of Tennessee's mothers with school-age children work outside the
home.

Nationwide there are almost 13 million couples with both parents in the work
force who must find child care for their children, 8.8 million of which are under the
age of six, and 12.3 million, of which are between the ages of six and 13.

At the same time, more and more families are headed by single parents who need
child care to work at all. Almost 4 million single mothers must find child care for
1.8 million children under six and 3.4 million children between six and 13.

Child care is also essential for the 3.7 million mothers receiving welfare. These
women must find child care for 3.1 million children under the age of six, and for 2.9
million children between the ages of six and 13 if they are to work. Child care is a
necessity if these parents have any chance of becoming self sufficient.
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In fact, child care is the very foundation for self-sufficiency- it is a prerequisite for
a single parent whose wishes to work; and it is critical in providing an enriched
environment for children before they begin school and as a supplement to the regu-
lar school day. This enrichment is especially important for children whose families
are economically disadvantaged, who live in single-parent households, or who are
isolated from the broader community for socio-economic reasons.

In 1987, APWA called for welfare reform through an investment in poor families
and their children. We outlined our plan in a document entitled, "One Child in
Four," which referred to the percentage of America's children born into poverty. A
cornerstone of our policy called for increased access and availability of affordable,
quality child care to meet the developmental needs of children and assist families
working toward self-sufficiency.

APWA is proud to have played a role in the passage of the Family Support Act
and we commend Congress for its hard work and tenacity in enacting legislation
that seeks to reduce poverty among children and their families by promoting self-
sufficiency. The legislation is significant for many reasons. Guaranteeing child care
for AFDC recipients while they participate in the Jobs Opportunity and Basic Skills
Training Program (JOBS) an for an additional 12 months while they are transi-
tioning to the world of work, is truly historic. For the first time, Congress and the
Administration recognized the critical link between work and child care. For single
parents this link has become a necessity for economic survival.

Yet, as states begin to implement the Family Support Act, they are very con-
cerned about being able to meet what will be a tremendous demand for child care.
Although the legislation requires that states guarantee child care to all AFDC eligi-
ble recipients, it does not provide funding to increase supply or improve the quality
of existing care. Yet, under the statute if states cannot provide child care, AFDC
recipients do not have to participate in the JOBS program. This would mean, that
as Human Service Administrators, we would not be able to fulfill our own mandate
or the aim of the Family Support Act to help families break the cycle of poverty, by
offering chances to achieve economic self-sufficiency through job training and educa-
tional opportunities.

This is why, Mr. Chairman, I am here today, to encourage you to enact a compre-
hensive childcare bill that would increase the supply, improve the quality, and pro-
vide affordable child care in communities all across the country. A tax credit ap-
proach alone will simply not address the fundamental crisis that states face today.
We also need to builda sound infrastructure that balances a variety of child care
needs and gives parents real choices in selecting the type of care that best meets
their individual situation.

In short, APWA believes that revenues from the Federal tax system should play
an important part in a comprehensive approach to the child care needs of this coun-
try.

The Expanded Child Care Opportunities Act (ECCO), S. 412, recommends a
number of commendable revisions to the existing Dependent Care Tax Credit. First,
by making the tax credit refundable, additional working poor families would now
qualify for a credit; many were previously unable to claim any credit because their
tax liability was too low. Second, the new funding provision that would allow fami-
lies to receive the credit on a monthly basis through their pay checks would put
money directly into the hands of families to purchase child care. Third, families
wouldreceive more money through an increase in the credit to help offset the high
cost of child care.

Among our concerns are the levels of tax credit, e.g., the maximum credit a
family could claim would be $960 for one child, and $1,920 for two or more children.
Yet, the average tax credit would be far lower and the benefit for low income fami-
lies appears small compared to the current national average cost of child care of
approximately $3,000 per year per child.

The Texas Department of Human Services has analyzed just how low-income
working families would fare under the different child care tax credit proposals.
Their study showed that under the Packwood/Moynihan bill:

* with the new tax credit (including making use of the current Earned Income
Tax Credit) a head of household working full-time at the minimum wage with three
children ages 1, 3, and 5, would still have to pay 86% of their total income for child
care.

e Texas found that the new tax credit (combined with the current EITC) would
leave a head of household working full-time at the minimum wage, with two chil-
dren ages 3 and 5, owing 43% of their income for child care.

The tax credit approach also assumes that these families will make use of a com-
plicated tax system. Information about tax benefits is often lacking among low-
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income families, so appropriate incentives, including carefully targeted publicity to
use the system would have to be developed.

Tax credits should include a vehicle informing parents about child care alterna-
tives, helping states to monitor quality, and assisting providers in obtaining train-
ing.

APWA does recognize that S. 412 seeks to address the concern that states have
about child care supply by increasing funding for the Social Services Block Grant
(SSBG) Title XX. While we enthusiastically support a long overdue increase for
Title XX, we question earmarking of this money to be spent solely for child care.
Title XX funding serves a broad range of programs that we as Human Service Ad-
ministrators have the responsibility of administering. An earmark would essentially
cap all other services states provide with these Federal dollars.

We would urge the Committee to consider a child care tax credit as part of a more
comprehensive approach to the problem. We would also urge the Committee to
study the implications of placing a cap on programs that provide our most vulnera-
ble citizens with services such as child protective services, adult protective services,
and residential programs for the disabled. We appreciate the careful consideration
the Committee is giving to S. 412 and to other tax credit approaches and believe
that the Committee seeks to approve legislation which will target benefits to those
with the greatest need. An expansion of the Earned Income Tax Credit, with an ad-
justment of the credit by family size, represents an equitable tax approach and war-
rants the Committee's study.

Today there are more than five and a half million Americans who work hard and
t remain poor. The EITC is one of the federal government's important low income
nefit programs. More than 11 million families are now eligible. The EITC rewards

work and by doing so, furthers the goals of welfare reform. It helps to make work
more remunerative than welfare, and it helps to lift families from poverty.

We would like to see any new tax credit narrowly target its benefits to low-
income working families. This Committee provided a tremendous boost to 6 million
poor Americans by removing them from the tax roles through tax reform. We now
have an opportiu,,iy to continue, that job and make sure we don't tax our citizens
into poverty and dependency. At the same time, let's establish a child care system
that ensures that ali American families can find safe, affordable, quality child care
for their children while they work.

Thank you. I would be happy to answer your questions.

PREPARED STATEMENT OF SENATOR JOHN HEINZ

Mr. Chairman, I am pleased that the committee has renewed hearings on child
day care. Last fall we left off the debate on how best to help American families with
their growing struggle to pay the day care bill without a solution. Congress has ac-
knowledged that child care, like rent, food and clothing has become an unavoidable
cost of living for the vast majority of working families.

First, the reality of the 1980s is the working mother; 6 in 10 women with young
children work outside their homes today, compared to 1 in 10 in 1950. One in four of
today's working mothers is the sole support for their children.

Second, child care is expensive. With average annual costs topping $3,000, it is
easy to understand how options become limited and sacrifices made.

Over tile past year, these statistics have taken on names and faces as I visited
child day care centers from Erie to Philadelphia, across the Commonwealth of Penn-
sylvania.

These experiences brought home the fact that, while the Federal Government pro-
vides help for day care through many programs, our priorities are not clear and our
commitment needs to be renewed.

For this reason, I have cosponsored bipartisan legislation which builds on existing
programs and further clarifies the Federal Government's proper role as facilitator
of affordable, quality day care for America's working parents, the Expanded Child
Care Opportunities Act of 1989 (ECCO). This bill has the endorsement of many com-
mittee members including Senators Packwood and Moynihan.

This bill is consistent with the established principle of job-related tax breaks for
working parents. It corrects a major inequity in current law by making the child
and dependent care tax credit refundable for low-income families. Disagreements
are many when it comes to child care policy, Mr. Chairman, but this option has
been endorsed by many during this debate, including the President Bush.

Going one step further, the bi-partisan proposal would increase the credit to 40-
percent for the working poor five million families would be helped by these changes.
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We must also recognize the critical role Title XX has played as the single largest
subsidy of child day care for low-income parents. In my home State of Pennsylvania,
Federal Title XX subsidies have stagnated as inflation chips away at this program.
Six thousand Pennsylvania families with incomes below $20,000 per year wait for a
subsidized day care slot. What makes this doubly frustrating is that many States
offer little or no child care help through Title XX. The full shortfall in our commit-
ment to the majority of working parents remains unknown.

To begin to address this gap, the ECCO bill targets $400 million in new Title XX
funds toward day care programs. Efforts to increase supply and improve quality
would be top priorities. Employers need also be included in a national effort to
ensure affordable, quality day care. The proposed child care grant would encourage
employer efforts.

Mr. Chairman, child care will affect the lives of an increasing number of Ameri-
ca's children. Very often, both parents work to make ends meet and women provide
crucial income support for their families. Again, the question is no longer "should
we help parents with the costs of child care'"-but how can we help the most, most
effectively?

I look forward to the testimony of today's witnesses and working with my col-
leagues on this important issue there is a wealth of good ideas before the committee
and I believe a consensus is forthcoming.

Thank you, Mr. Chairman.

PREPARED STATEMENT OF SANDRA L. HOFFERTH, PHD

CHILD CARE DEMAND AND SUPPLY-ABSTRACT

The problem with child care in the United States is not the availability of spaces
for children. Only about half the children of employed mothers are cared for by
someone other than a relative. There are undoubtedly shortages in selected geo-
graphic areas and in places for infants. There may also he a shortage of licensed
slots, since at the present time some 2.7 million children are in unlicensed out-of-
home non-family care. However, the problem is primarily that of the cost of quality
care. Cost is a problem for low income working parents, who may spend as much as
20-25 percent of their income if they have to pay for child care. Subsidies which
reduce the price of care (such as tax credits) may increase work effort, may increase
the use of paid forms of care, and may increase the amount paid. Subsidies which
increase family income may also affect choice of care and expenditures on that care,
but the impact will not be as strong because only a portion of the additional income
will be spent on child care.

WHAT NS THE ISSUE?

One of the questions that I am asked all the time is whether there is a discrepan-
cy between demand for and Lupply of child care. The answer, in brief, is no, prob-
ably not. Few preschool child,-en are caring for themselves-under I percent. But
that does not mean there are nu legitimate and important concerns that policy/leg-
islation might address, such as regulation, the price of care, and whether parents
are getting what they want and children what they need. First I will address the
issue of availability of slots, then I will move to focus on affordability, and finally I
will address the behavioral impact of changing the price of care.
I. The availability of slots for children

Demand
Demand depends on the number of children and the number With mothers in the

labor force. The number of children has been increasing since 1980. By 1995 there
are projected to be 22.5 million children under age 6. If trends continue as they
have been since 1970, there will be just under 15 million preschool children (14.6)
with mothers in the labor force in 1995, about 2 out of 3 (Hofferth and Phillips,
1987). In addition, 23.5 million school-age children 6-13 are projected to have a
mother in the labor force, about 3 out of 4 such children (Hofferth and Phillips,
1987).

Will this happen? The labor force participation of mothers can't keep increasing
indefinitely. We have seen a slowdown in the past several years. The biggest slow-
down occurred among divorced, never married, and separated mothers. These moth-
ers will be affected by welfare reform. If the Family Support Act of 1988 is success-
ful, the labor force participation of these mothers should rise.
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When they hear these figures many people immediately jump to the conclusion
that in 1 995 all 14.6 million preschool children will need out of home non-relative
care, and when they compare this with the number of slots, they conclude that a big
discrepancy exists. However, not all these children need out-of-home non-relative
care. As Figure 1 shows, in 1985, 48 percent were cared for by a relative, 6 percent
by a sitter, 22 percent in a family day care home, and 23 percent in a day care
center or nursery school.

Of course there have been substantial changes since 1965, including decline in
care by a relative or sitter, and an increase in care in a day care center. In addition,
the proportion of 3-4 year-olds enrolled in school doubled between 1970 and 1985,
from 21 to 39 per-cent. In 1985, 87 percent of 5 year olds, 49 percent of 4 year olds
and 29 percent of 3 year olds were enrolled in preprimary school. The trend is
toward more use of non-relative care and preschool programs and less use of rela-
tives and sitters.

In summary, in 1987 there were 11.3 million preschool children with mothers in
the labor force, and of these, 5.3 million were in out-of-home non-relative arrange-
ments.

Supply
On the supply side, there has been a substantial increase in the number of day

care centers and day care homes over the same period. The number of centers dou-
bled between 1975 and 1986, to 40,000 centers with a capacity of 2.1 million children
(Hofferth and Phillips, 1987). The number of licensed day care homes increased by a
third, to 105.000 licensed family day care homes with a capacity of half a million
children.

Subtracting the 2.6 million licensed slots from the 5.3 million children in out-of-
home, nonrelative arrangements, we can conclude that some 2.7 million children
are in non-licensed slots and might be affected by any attempt to increase licensed
compared with unlicensed slots. (Assuming that all centers are required to be li-
censed.)

Demand Vs. Supply
So what is meant by an unmet need for child care, or by lack of availability? It

might mean:
1. A deficiency of licensed slots,
2. A mismatch between age of child and ages for which slots are available, such as

for infants.
3. A geographic mismatch between supply and demand.
4. Care that is not affordable, or that
5. Parents not getting what they want or children what they need.
Mathematica Policy Research and the Urban Institute are currently conducting a

study to obtain national estimates of the supply of day care center and day care
home care, both licensed and unlicensed, across different types of communities and
for children of different ages. These data will be collected this fall. Unfortunately,
there are no other national data available on these questions, so I will focus next on
affordability.
II. Affordability: Parental Expenditures on Care

A study I conducted using the National longitudinal Survey of Youth found that
in 1985 young families were paying $1.00 to $1.50 per hour for care, which amounts
to about $40 to $60 per week for full-time care. Not only were families paying this
low amount, but, very surprisingly, real expenditures on child care in a day care
center or a family day care home had risen very little since 1975, while real expend-
itures on care by a babysitter had risen a lot. These figures are very similar to those
found in analyses of other nationally representative data sets, including the Survey
of Income and Program Participation (U.S. Bureau of the Census, 1987) and the Con-
sumer Expenditure Survey, and in a 1988 survey of S. Chicago, Camden and
Newark (Kisker et al., 1989). A recent (1988) national survey found the average
weekly expenditure on child care to be $56 per week, $1.50 per hour (USA Today,
1988).

Although total expenditures are important, it may be more relevant to compare
expenditures to total family income. What is the share of the family budget that
child care represents? Over all families, child care expenditures amount to 10 per-
cent of the family budget. While it takes under 5 percent of the budget for high
income families, it takes as much as 20-26 percent for poor families. Ten percent is
comparable to expenditures on food, 20-25 percent to expenditures on housing, low
income families who pay for care are paying a considerable portion of their income
for it.
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III. Preferences
But perhaps parents are not getting what they want (or children what they need).

Parents report themselves satisfied, by and large. In a 1988 survey (USA Today,
1988) only 4 percent reported themselves to be not very satisfied or not satisfied at
all with their current child care. On the other hand, almost 1 in 5 would like to
change arrangements. Of these, the majority wish to switch to a day care center or
nursery school program. When we examine the reasons for wanting to change, the
most important are quality-related. Parents are very aware of and concerned about
the quality of their child care, and this is highest on the list. Convenience concerns
are next, and cost is third or lower on the list.
IV. Potential Indirect Effects of Changing the Price of Care

What would be the impact of reducing the price of child care by increasing the
amount of subsidy and by making it refundable? Table 1 shows average estimated
expenditures on care by income level. First, families who already take the tax credit
would benefit from a higher level of credit. Second, families with no current tax li-
ability but who pay for care and who now file will benefit. The important question
is whether families who do not now pay for care will start paying for care or wheth-
er those who now pay some will spend more. What do we know about this important
issue?

Many low income families have no employed members and those who do often use
non-paid care. Table 2 shows employment and child care use by income level. Many
families would have to change their mode of care to benefit (since most day care
home and center care is paid, but only about half of relative care is paid). Research
also shows that use of the Federal Child and Dependent Care Credit inc-eases with
dollar expenditures on care.

We know that reducing the price of care will change behavior. We are currently
working to determine the extent to which families (particularly low income families)
might change the mode of care they use as a result of changes in price. Two studies
have addressed this issue. Both show-a substantial increase in use of purchased care
as a result of a reduction in price of about $10 per week, or $500 per year (Yaeger,
1978: Blau and Robins, 1988).

I should caution that even if child care costs were fully subsidized, not all working
parents would use purchased care. Recent work suggests that 60 to 80 percent of
working mothers would use purchased day care center or home care if the cost were
fully subsidized (Yaeger, 1978: Blau and Robins, 1988). This is because the cost of
care is not the only factor families use in making their decision. They also use their
own preferences, and the availability and quality of care, to cite the most important.

Reducing the price of care may also increase the proportion of mothers who work
outside the home. Two recent studies have found price of care effects on employ-
ment (Connelly, 1989: Blau and Robins, 1988). As expected, the higher the price, the
lower the proportion employed.

Of course, if families don't know about the tax credit or the reverse withholding
provision, it won't do any good. The behavioral impact will depend on how well-pub-
licized it is, and whether families are encouraged or helped to use it.

V. The Impact of an Increase in Income
Increased income will also result in a small increase in expenditures on care, but

it is not very large, on the order of 10 percent or less (Hofferth, 1988; Connelly,
1989). Research has found that the type of child care arrangement-hosen is not re-
sponsive to level of income, other things equal (Yaeger, 1978).

V. Conclusions
In general, the problem with child care is not one of availability of slots. Children

are being cared for. There are a number of factors that suggest that availability per
se is not a problem. First, few children are caring for themselves; second, supply has
increased enormously; third, parental expenditures have not increased much. These
three suggest very elastic market response to increase in demand. Parental prefer-
ences show overall satisfaction with their children's care arrangements. However,
there are a number of possible problem areas, such as care for infants, care for chil-
dren of low income working parents, and the information families have, that may
need attention. Finally, a reduction in the price of care will affect behavior, and the
indirect effects should be taken into consideration. In particular, it may lead to a
continued increase in the use of paid care, particularly center and family day care.
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PREPARED STATEMENT OF CLYDE C. HOLLOWAY

Mr. Chairman and distinguished Members of the Committee: As sponsor of the
Holloway-Schulze Toddler Tax Credit Bill, I have strong feelings about child care
and appreciate this opportunity to testify about legislation which is under consider-
ation by Congress. I wish to address the need we face to pass legislation which best
serves the needs of all of our nation's children and their families, and not to dis-
criminate against the majority of families because of the conscientious choices par-
ents make regarding their children's care.

A first aspect of discrimination which I wish to bring to your attention is one
which is central to the ABC Bill, and any other legislation which is built on the
model of directing grants to child care centers, instead of to families.

The only children who can benefit from a policy such as this are those enrolled in
non-religious licensed day care centers. Yet this amounts to only seven percent of
all the preschool children in our country. Why should we discriminate against the
other 93 percent?

More than half of our country's preschool children receive full time care at home
by their parents. These parents are making financial sacrifices, in the form of fore-
gone income, in order to provide the best quality care for their children. It is unfair
to penalize these families by excluding them from any form of assistance. On the
contrary, their decision to provide full-time parental care for their children is one
which deserves the same level of support as the decisions of other families to hire
substitute care.

Another seven percent of pre-school children are in families in which the parents
juggle working hours so that at least one parent will be available to care for the
children. These families, too, would be penalized by ABC-style legislation because
they care for their own children. An additional four percent of children are cared
for by their parents while those parents are working, many of them in their own
homes.

Only a minority of children receive non-parental care on a regular basis, but even
among this minority, most are not in settings which would receive any form of as-
sistance under ABC-type legislation. Eleven percent are cared for by other family
members, such as aunts or grandparents, while their parents are at work. Thus, the
family is the main child care agency for three-fourths of the young children in our
country. And most people would agree that the family is the highest quality child
care agency possible.

Only one child in four receives primary care by a non-relative. Yet even among
these children, whose parents have hired a substitute caregiver, the majority are in
informal, non-licensed family settings in the homes of neighbors or friends.

And finally, among the organized, formal day care centers, which provide primary
care for about one child in ten in our country, at least one-third are sponsored by or
based in churches. Yet these church based child care centers would be eligible for
assistance under the ABC Bill only if they forfeit any trace of their religious mis-
sion and conduct strictly secularized programs-all the way down to preventing
children from saying "milk and cookie" prayers or having a picture of the Good
Shepherd on the wall.

The ABC-type approach not only penalizes those families who make sacrifices to
care for their own children, but it also penalizes those who, by their free choice,
decide that the best substitute care for their children would be in an informal
family setting or in a religious child care center. American families have made con-
sidered judgments about how their children should be cared for, and Congress has a
duty to respect those parental judgments, not to reward the few at the expense of
the many.

Some have suggested that the reason why more parents have not freely chosen
formal, licensed day care centers for their children is that they cannot afford to
make that choice. Yet the evidence does not support this. Comparative studies have
not shown that large, formal day care centers offer better care than smaller, infor-
mal settings-and they are certainly not better than families. Nor are formal day
care centers significantly more expensive, in general than the other child care op-
tions parents may prefer. We have no business subsidizing one type of care to the
exclusion of other types, and we especially should not be excluding from benefits
those families who choose full-time parental care for their children.

Furthermore, to those who see an ABC-type approach as a means of making
center-based care more affordable, I ask, how do you intend to cope with the sky-
rocketing cost of center-based care which will be the inevitable result of such a
policy. One of the key elements of this approach is the implementation of nation-
wide licensing standards, and this will increase the cost of center-based child care
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enormously. In my own state of Louisiana, it is reliably estimated that national li-
censing standards will increase the average cost of center-based care by more than
$400 a year, and in many other states the added cost of providing care will be even
greater.

The ABC Bill and every bill which takes a similar approach is unsound. It totally
ignores the needs of the great majority of families. The Holloway-Schulze Toddler
Tax Credit Bill, on the other hand, provides substantial assistance to all working-
class and middle-class families with small children, and it does so in a way which
enables parents to make a completely free choice about the care of their children.

I would also like to address one other discriminatory policy today. The current
Dependent Care Tax Credit contains the same weakness as ABC; it discriminates
against American families' number one choice in child care-parents. This policy
ignores the fact that many of the parents who choose to care for their own children
are making a great financial sacrifice.

However, the Dependent Care Tax Credit goes beyond this by discriminating
against poorer families in favor of the more prosperous. A family who can afford to
spend the maximum amount on child care gets a much greater benefit than a
family who does not have the ability to spend as much.

Congressman Schulze and I have introduced legislation which is fair to all fami-
lies. Our bill provides up to $1,000 per child for families to use in purchasing or
providing care for their pre-school children.

Our bill provides the greatest credit to the most needy tax paying families. How-
ever, unlike other proposals, the Holloway-Schulze Bill recognizes the needs of
middle income families as well. So unlike other proposals, our bill offers significant
benefits to beth middle and lower income families.

The Holloway-Schulze bill allows parents to choose the type of care for their chil-
dren that best fits their families needs. Our bill provides benefits to parents who
choose to care for their children at home. It also provides benefits to working fami-
lies and does not discriminate against them if they do not send their children to
formal daycare centers. Families whose children are cared for by relatives, neigh-
bors, or in religious child care centers would receive the full credit.

We believe that the American family is better qualified to make choices about
their childrens child care than the federal government.

Thank you very much.

PREPARED STATEMENT OF SENATOR EDWARD M. KENNEDY

Mr. Chairman and Members of the Committee, I commend you for holding these
hearings on child care and I welcome this opportunity to testify. As you know, both
the Senate Finance Committee and the Senate Labor and Human Resources Com-
mittee have spent a great deal of time in recent years on this important issue.

The Labor Committee has recently reported the ABC Bill to the Senate, and I
hope that our two committees can work closely together to craft a comprehensive
solution to the increasingly serious challenge of child care facing millions of work-
ing parents across the nation.

The case for action is overwhelming. More than half of all preschool children
have mothers in the work force today. Half of all married mothers with infants
younger than one year old are working. As barriers of sex discrimination continue
to fall, more and more women are working today because they want to work and
deserve a chance to work.

At the same time, more and more women are entering the work force for another
reason--economic necessity. Indeed, almost two-thirds of all working mothers are
single, widowed, divorced, separated, or have husbands who earn less than $15,000 a
year.

All of these families now must rely on a patchwork of child care arrangements,
sometimes three or four in a single day. More than 10 million children under six
require child care for some portion of the work day-yet there are only 2.5 million
licensed child care slots in all of our fifty states.

Imagine the stress day in and day out on parents who must drop off a young
daughter at a Head Start Center and an older brother at school in the morning,
hope that their neighbor will pick up the daughter at noon and keep her next door
until three, when her brother is supposed to be home to watch her until the parents
arrive at six.

Add a daughter with a fever, a brother with a baseball game, a mother on a busi-
ness trip, no grandparents to pitch in, and a Majority Leader who schedules a vote
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at 8:00 p.m.-and you have some idea that child care can be a daily nightmare for
millions of working parents, and even for Members of the United States Senate.

Perhaps the most telling statistic, according to a recent Harris poll, is the fact
that only eight percent of parents of preschool children believe that the system of
child care in this country is working very well.

The lack of adequate and affordable child care harms children, harms parents,
harms our economy, and harms our country.

Absenteeism and turnover related to inadequate child care cost the nation up to
$3 billion a year in economic terms. But we will never know the true price that we
pay for sending 24 million Americans to work each day wondering whether their
children will be safe and healthy, and whether someone will be there to care for
them tomorrow.

Our child care system fails in three critical areas: affordability, supply, and qual-
ity. S. 5, the ABC bill reported by the Labor Committee last week, addresses each of
these issues in an effective and efficient manner.

Affordability. The average cost of a year of child care in this country is $3,000-in
Boston, that figure is closer to $5,000. For low-income working families, child care is
likely to -consume one-third to one-half of the family budget. All of these parents
face a Hobson's choice between work and welfare between taking a job and leaving
children unsupervised, or passing up a job and caring for their family on public as-
sistance.

The ABC Bill will give real options to parents earning up to the state median
income level to choose the kind of child care they prefer. Seventy-percent of the
funds authorized by the bill will be used to subsidize child care, with priority for
families with the lowest incomes. States may use grants, contracts, or certificates to
deliver the services, with fees charged on a sliding scale. Families may select from
among a wide array of child care options-including care in the home by relatives,
care in other homes in the neighborhood, and care in community-based, employ-
ment-based, or church-based centers.

Supply. According to a recent poll, close to half of those able to pay virtually un-
limited amounts for child care are unhappy with their child care arrangement. The
.supply of child care simply has failed to meet the demand-at any price.

The ABC Bill will increase the supply of child care by breaking down barriers to
entry and offering incentives to bring more providers into the market. Twelve per-
cent of ABC funds may be used for grants and loans to establish or expand child
care programs, to recruit new providers, to help communities establish after-school
services and programs for sick or homeless children, and to assist businesses
through public-private child care partnerships. In addition, the ABC Bill authorizes
,, one-time appropriation of $100 million to help states establish liability pools, so
that !hild care providers can obtain affordable insurance.

Qucdity. Finally, if we are to invest in child care, we must ensure its basic quality.
We must do all we can to see that the safety of children does not depend on where
they live or how much their families earn. The ABC Bill includes basic minimum
standards for publicly funded programs in a few key areas, such as health, safety
and staff training. To encourage states to enhance the quality of child care, ten per-
cent of ABC funds may be used to improve licensing enforcement, train existing
child care providers, and expand resource and referral networks so that parents can
locate the best arrangement for their child.

In each of these aspects, the ABC bill is designed to provide an indispensable
foundation for the nation's child care system, and I urge the members of this com-
mittee to support it.

At the sane time, I would welcome the role of the Finance Committee and the
Bush Administration in restructuring and perhaps expanding the existing child care
tax credit to provide realistic incentives through the ".. laws to enable us to reach
our goals on child care as quickly and as effectively as possible.

Accor ing to the most recent tax expenditure estimates of the Joint Tax Commit-
tee, the existing tax credit for individuals for child and dependent care expenses
will cost the Treasury $3.9 billion in 1990, and that cost will rise gradually to $4.6
billion in 1994. There is currently no special tax incentive for corporations to pro-
vide child care for their employees. By comparison, the authorization for the ABC
Bill is $2.5 billion in fiscal year 1990, and corporations will be eligible to participate
in the program.

Further, according to the income distribution tables prepared by the Joint Tax
Committee, 60 percent of the current tax expenditure for child care-$2.4 billion out
of $4 billion goes to taxpayers earning more than $30,000 a year. I doubt that any of
us would structure a new Federal spending program either a direct expenditure pro-
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gram or a tax expenditure program-with that sort of misplaced priority. We have
certainly not structured the $2.5 billion authorized by the ABC Bill that way.

Both tax expenditures and direct expenditures can be used to achieve vital nation-
al goals. The challenge we face, especially in this era of limited Federal resources, is
to coordinate these two types of Federal spending, so that we can achieve maximum
value for our scarce tax dollars.

I suspect-in light of the criticism in some quarters of the level of funding pro-
posed in the ABC Bill-that most Americans and even many Senators will be sur-
prised to learn than the Federal Government is already running a $3.9 billion-a-
ear child care program through the Internal Revenue Code, and that we seem to

be getting so little value for our child care dollars.
I would urge, therefore, as the Finance Committee considers this issue, that we

work together to assess the effectiveness of the current tax expenditure for child
care, and ensure that it meets the same standards of efficiency, effectiveness, and
fairness that we already apply to other Federal spending. At the very least, the
child care tax credit be considered with the following principles in mind:

The tax credit should be tied to actual child care expenses, rather than expanded
into a general children's allowance, as suggested by the Bush Administration.

The tax credit should not create an incentive for low-cost, substandard child care.
The tax credit should be targeted on families earning below the median income,

and should benefit as many families as possible within our budget constraints.
In particular, the tax credit should be refundable, so that low income families

who do not earn enough income to pay taxes will also be able to benefit from the
tax incentive.

As Members of this Committee are aware, it is not easy to secure the enactment
of tax credits that are refundable. During Senate debate on the Tax Reform Act of
1976, I offered a Senate floor amendment to make the existing child care tax credit
refundable. It was adopted by a vote of 71-21, but it was not accepted by the Senate-
House conferees.

Finally, one other very important point should be made. While it is possible that
a child care tax credit can usefully supplement the ABC Bill, it is in no sense a
satisfactory substitute.

The Internal Revenue Service has no expertise in baby-sitting, and it would be a
mistake to try to structure a comprehensive child care program in the tax laws. The
direct spending program that we have designed in the ABC Bill is well-suited to
achieve the essential goals of affordability, supply, and quality that lie at the heart
of any child care program worth its name, and it deserves to be enacted.

Finally I urge Congress to act as quickly as possible on comprehensive child care
legislation. Every day we delay, over five thousand mothers turn down paid jobs be-
cause of lack of child care. Every day we delay,-more than two million children
spend another day alone and unsupervised. Every day we delay, more than three
million children risk injury or even death in unlicensed day care homes. We have
already paid too high a price for our inaction, and there is no justification for addi-
tional delay.

I look forward to working with the Members of this Committee and other Sena-
tors on this issue, and I thank you for permitting me to testify here today.

PREPARED STATEMENT OF ELIZABETH KEPLEY

Mr. Chairman, I want to thank you for giving me the opportunity to testify before
your committee this morning about child care and the tax treatment of families
with preschool children.

As your committee apparently recognizes, the child care needs of millions of
America's families can be addressed more equitably and efficiently through tax code
revisions than through government spending programs. Rather than promoting de-
pendency on government programs, tax-oriented approaches encourage self-suffi-
ciency and family autonomy by allowing employed parents to keep more of their
own earned income.

While tax-oriented measures are superior to government spending programs,
there is nevertheless a very serious flaw in current child care tax law-a flaw that
would be further aggravated by some of the proposals currently before your commit-
tee.

Under current law, the Dependent Care Tax Credit penalizes parenting. By tying
tax benefits to child care expenses, the current dependent care credit perversely re-
wards parents for not spending time with their children.
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Generally, the more time a child spends in substitute care, the greater the fami-
ly's day care expenses. And the greater the day care expenses, the higher the fami-
ly's tax credit.

Thus, the current Dependent Care Tax Credit discourages parent-child interaction
by increasing the "opportunity cost" (in foregone after-tax earnings) that parents
pay to spend time with their children. Essentially, the credit redistributes income
from families that make little or no use of paid day care to those that make exten-
sive use of such services.

Not only does this penalize families in which one parent stays home full-time to
care for children, but it also shortchanges two-income and single-parent families
that seek to minimize their use of substitute care by working part-time, working
different shifts, working from home, or having a grandparent or other relative care
for their children.

To give you an idea of how the "parenting penalty" works, consider the following
example:

Mrs. Jones and Mrs. Smith are two working women who have a lot in common.
Both live on the same block. Both have husbands who earn $26,000 a year. And both
are pregnant with their first child.

After her child is born, Mrs. Jones decides she will return to her $12,000 a year
job immediately. Conversely, Mrs. Smith decides to take at least a year off to be
home with her baby.

When April rolls around and Mrs. Jones prepares her family's taxes, she discov-
ers that she can claim a $480 tax credit for day care expenses incurred while she
and her husband were working.

No such credit is extended to the Smiths. Indeed, the taxes they pay help subsi-
dize the day care expenses incurred by their wealthier neighbors.

Now, the Smiths and Joneses have a good bit less in common. Not only do the
Joneses have a significantly higher income than the Smiths, but they also have
twice the tax-free employee benefits. And thanks to the Dependent Care Tax Credit,
the Joneses now have a lower marginal tax rate than their poorer neighbors.

Not surprisingly, the Joneses soon buy a larger house in the suburbs (and reap
the benefits of a greater tax deduction for mortgage interest).

Meanwhile, the Smiths-who have no particular desire to keep up with the Jon-
eses--continue to wonder why Federal tax policy penalizes their decision to devote
significant attention to raising their own children.

Some have attempted to defend this "parenting penalty" by asserting that paid
child care is a necessary precondition to employment. "When the second parent or a
single parent takes a job, (paid] child care is as mandatory as union dues for a
Teamster or gasoline for a cabby," argues the Philadelphia Inquirer in a recent edi-
torial.

But this is not necessarily true. According to a recent Census Bureau survey of
child care arrangements, half of all preschool children with employed mothers are
primarily cared for outside the paid day care market. Some are cared for by grand-
parents or other relatives. Others have "tag team parents" who work different
shifts and trade off caretaking responsibilities. Still others have "double-time moth-
ers" who hold jobs which allow them to care for their children while they earn
income.

Supporters of the current Dependent Care Tax Credit are quick to point out that
all employed parents do not have flexible work arrangements and extended family
networks which permit them to minimize their use of paid child care. While this is
true (and lamentable), it serves as no justification for tying tax credits to day care
expenses. Indeed, doing so only penalizes families that make financial sacrifices to
care for their own children and undermines efforts to develop more flexible work
arrangements for employed parents.

Since the Dependent Care Tax Credit cannot be credibly defended by arguing that
paid day care is a necessary precondition to employment, supporters of the current
credit often turn to a second argument to justify linking tax benefits to day care
expenses. They argue that families that make extensive use of paid child care are
deserving of special tax benefits since they use their after-tax earnings to pay for
child care while families that primarily care for their own children (receive) their
child care "free."

Not only does this reasoning overlook the sinificant "opportunity cost" (in fore-
gone wages) that families pay to care for their own children, but it implies that
people who hire housekeepers, butlers, gardeners, interior decorators, and chauf-
feurs are also deserving of special tax breaks since they use their after-tax earnings
to purchase services that other people provide "free" for themselves.
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Of course, most defenders of the current Dependent Care Tax Credit see a big dif-
ference between giving families a tax break for child care expenses and giving
people a write-off for hiring a chauffeur. Caring for children is, after all, an invest-
ment in our nation's economic and cultural future.

Here, dependent care credit proponents are right. Caring for children is of far
greater social value than hiring a butler, buying a poodle, or making some other
discretionary expense. It is an investment in our future. But if the justification for
the current Dependent Care Tax Credit is based upon the fact that child care is an
investment rather than a discretionary expense, there is no reason why this tax
credit should be denied to those families who invest in children outside the paid day
care market.

An investment is an investment whether it is paid in time or paid in money.
Indeed, most child development experts would argue that the investment of paren-
tal time in a child's life is more important (or, to use economic terms, pays greater
long-term dividends) than an investment in paid day care services.

Given the significance of parental time with children, the tax code should in no
way penalize taxpayers who forego extra income to spend substantial amounts of
time with their children. Instead, the tax code should be configured to reduce the
tax burden on all families with children-irrespective of whether or how much they
use paid day care services.

Congressmen Clyde Holloway and Ick Schulze recently introduced legislation de-
signed to ameliorate the parenting penalty." The Holloway-Schulze bill severs the
link between child care expenses and tax benefits by replacing the current Depend-
ent Care Tax Credit with a new refundable credit worth up to $1,000 per preschool
child.

This new credit, which is structured much like the Earned Income Tax Credit,
allows parents to keep more of their own earned income to purchase or provide
child care for their preschoolers. Apart from eliminating the 'parenting penalty,"
the Holloway-Schulze bill would:

* Reduce the Tax Burden on Families with Children. During the last four dec-
ades, families with children have seen their Federal tax liability rise dramatically.
In 1948, a median-income family of four paid two percent of its gross earnings to the
Federal Government in income and payroll taxes. Today, a median income family of
four pays 24 percent of its earnings to the Federal Treasury.

The failure of the personal exemption to keep pace with inflation has been theprimary cause of rising income taxes on families with children. If the exemption
had been indexed since 1948, it would now be $6,300. Instead, it is a mere $2,000.

The erosion of the personal exemption's value has had an especially deleterious
effect on families with children, because the exemption is the tax code's primary
mechanism for adjusting tax liability to reflect variations in family size. Since 1948,
the income tax liability of families with two children has risen nearly three times as
much as the income tax burden borne by single taxpayers and childless couples.

The Holloway-Schulze bill increases the tax benefits available to families with
preschool children, including those that currently claim the Dependent Care TaxCredit. Under the Holloway-Schulze plan, all families with an annual income below
$45,000 (and some above this threshold) will experience a net tax reduction. In all,
tax benefits will be distributed among the families of 15 million preschool children.
And nine families out of ten affected by this bill will enjoy a cut in taxes.

L Target the Greatest Tax Relief to Lower-Income Families. The Dependent Care
Tax Credit has long been a boon to the rich. In 1985, the average tax benefit for a
family earning less than $10,000 was $247. In the same year, families making more
than $200,000 enjoyed an average Dependent Care tax benefit of $522.

Moreover, many lower-income parents currently receive no benefit at all from the
Dependent Care Tax Credit because their children are exclusively cared for by
family members.

For families earning less than $10,000, the Holloway-Schulze bill offers 12 cents
per dollar earned up to a maximum of $1,000 per preschool child or $2,000 per fa-
milial. While the size of the credit gradually declines as income rises above $10,000,
credit amounts remain quite large for lower and middle-income taxpayers. For ex-
ample, a median income family earning $30,000 a year can claim a $700 per child
tax credit under the Hot oway-Schulze bill. This represents a 46 percent increase
over the maximum per child credit permitted under law.

* Encourage Parenting Without Discouraging Economic Self-Suffiiency. The
Holloway-Schulze bill recognizes that public policies directed at families with young
children should attempt both to encourage economic self-sufficiency and facilitate
parent-child interaction. This legislation is designed to help parents meet their re-
sponsibilities as both providers and nurturers.
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By tying the credit's size to the amount of earned income, the Holloway-Schulze
bill differs markedly from some European child allowances which offer no work in-
centive to low-income families. As such, this legislation largely builds on recent wel-
fare reform initiatives which have sought to reduce dependence on government
spending programs by encouraging greater economic self-sufficiency.

Maximize Parental Choice and Autonomy. Allowing parents with young chil-
dren to keep more of their own earned income strengthens their economic standing
and gives them greater autonomy over important life decisions, such as how to care
for their children. While the Holloway-Schulze bill would not penalize familial care
of children, neither would it penalize families which utilize some form of paid sub-
stitute care. Indeed, by giving parents the freedom to use their tax credit as they
see fit, the Holloway-SchulTe bill ensures that parents will find it easier to provide
or purchase the child care arrangement of their choice.

o Enhance the Quality of Substitute Care. In testimony before a Senate Subcom-
mittee, Deanne Dixon, a licensed family day care provider, noted that parents
strongly prefer family day care over center-based care for their infants and toddlers.
And she noted that most family day care providers are themselves mothers of pre-
school children who care for their own children while offering substitute care to
other families. Ms. Dixon said that offering a tax credit to families with children
(rather than just those who pay for care) would prevent some family day care pro-
viders from feeling economic pressure to take in more children than they are able to
adequately care for. In other words, a universal tax credit like that found in the
Holloway-Schulze bill would enhance the quality of family day care by keeping pro-
vider-child ratios low.

o Avoid Preschool Policy Schizophrenia. If parenting leave legislation were en-
acted and no changes were made in the current Dependent Care Tax Credit, the
Federal Government would be simultaneously urging parents to take leave from
their jobs to care for their newborns while offering a tax break only to those fami-
lies that refused such leave and paid for child care. The Holloway-Schulze bill ad-
dresses this inequity by breaking the link between day care expenses and preschool
tax benefits. It ensures that parents who take leave from work to care for children
will not be penalized.

However meritorious the Holloway-Schulze bill might be, some critics have sug-
gested that breaking the link between day care expenses and tax credits is unwise
because if offers no guarantee that parents will use-their new $1,000 tax rebate for
child care purposes.

This argument shows a fundamental distrust of parents. It implies that the very
people society expects to clothe children cannot be trusted to purchase or provide
care for them. Moreover, this argument fails to recognize that, except among the
very poorest families, the money being offered in tax credits is money parents origi-
nally earned. Unless the government imposes a 100 percent tax rate on all taxpay-
ers, there will always be a risk that citizens in a free society will use their own
money in ways the state does not like.

While the Holloway-Schulze bill would eliminate the "parenting penalty" found
in current law, several other legislative initiatives would exacerbate. it. For exam-
ple, legislation recently introduced by Senators Robert Packwood and Daniel Pat-
rick Moynihan would increase the tax benefits offered to day care users under the
current Dependent Care Tax Credit.

As such, the Packwood-Moynihan bill is a classic case of administering a larger
dose of bad medicine rather than changing the prescription. The Packwood-Moyni-
han bill directly challenges the "level playing field" principle found in the
Holloway-Schulze bill, and it directly contradicts pronouncements from President
Bush that Federal law should not discriminate against, families that care for their
own children.

Mr. Chairman, I want to thank you once again for allowing me to testify this
morning and I'd like to close my remarks now with this challenge...

In the late 1960's, Congress addressed the Federal tax code's "single's penalty." In
the early 1980's, it took on the tax code's "marriage penalty." Now is the time for
Congress to eliminate the "parenting penalty."

PREPARED STATEMENT OF RICHARD D. LAND

My name is Richard P. Land, Executive Director of the Christian Life Commission
of the Southern Baptist Convention. The Southern Baptist Convention is the largest
Protestant denomination in the United States. It is composed of approximately
37,000 cooperating churches which have about 14.8 million members. The Christian
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Life Commission is the agency of the Convention charged with the responsibility of
expressing to political leaders of our nation particular viewpoints embraced by
Southern Baptists.

The emergence of the child care debate at the national level in the last two years
is an encouraging development. It is time to acknowledge that America is selective-
ly unkind to many of its children.

* The number of America's children who live in poverty is a national scandal.
Approximately one child in five in America is a member of a family living in pover-
ty.

9 The percent of America's children who live in single-parent homes is tragic.
Over 6 million families with children were headed by a single parent. About 90 per-
cent of these households are headed by single females, who have a median annual
income near $14,000.

Our nation needs to do more for its children.
It is also apparent that there is great diversity among the proposals to address the

needs of America's children This is obviously true with regard to the issue of child
care.

The constituency which I serve expresses itself on moral and social issues through
resolutions adopted at annual meetings of the Southern Baptist Convention. Our
1988 Convention adopted a resolution on child care legislation. While we have had
considerable diversity within our midst on many issues in recent years, this resolu-
tion was adopted without any apparent opposition being expressed.

Our perspective on child care proposals consists of three criteria for evaluation. It
is not a proposal as such, but criteria for evaluating proposals. These criteria are as
follows:

" Does the proposal emphasize a tax incentive approach to the problem?
* Does the proposal emphasize state and local as opposed to Federal regulation?
" Does the proposal target the benefits to those demonstrably in need of new as-

sistance?
I submitted written testimony to the House Education and Labor Committee ex-

pressing our concerns about some of the child care legislation which is being consid-
ered. These concerns are relevant to a consideration of S. 5, the Act for better Child
Care (ABC Bill).

Our major concern with the ABC bill is that it emphasizes Federal as opposed to
state and local regulation. In considering the value of such an approach, we have
posed for ourselves a quest ion borrowed from jurisprudence: Does the issue present
a Federal question?

The regulation of child care is an activity which is best conducted by state and
local authorities. These levels of authority, by their proximity and broad responsibil-
ity, are best situated both to provide oversight and to be responsive related to child
care needs. To the extent that any Federal regulatory role is developed in the area
of child care, a dual system of state and Federal regulation will exist.

It would seem that the burden of proof should be on those contending for a Feder-
al system of regulation to demonstrate that a particular Federal question, a particu-
lar Federal need, justifies this new step.

This is especially true since a Federal role of funding the development of new
child care services could be handled by utilizing a block grant approach.

There can be a Federal role which does not require federal regulation. That can
be a role of expanding the availability of child care services in places where there is
a demonstrated need. Financial support for the expansion of these services can be
accomplished by channeling necessary funds through existing regulatory systems.
This expediting, enabling role can be accomplished through a system of state regula-
tion with greater efficiency than with the creation of an addition to the federal bu-
reaucracy

It is our concern about the likelihood of satisfactorily resolving the question of
Federal versus state and local regulation which, in part, makes these hearings so
important.

The various pieces of legislation being considered today have many positive quali-
ties: They will be more efficient in delivering Monetary relief and assistance to fam-
ilies, they will not require an extensive, network of regulation, they will not create a
new level in the Federal bureaucracy, and they help keep the focus of child care in
the family.

The child care issue is a social issue, but it is, first and foremost, a family issue.
The most meaningful Federal role in dealing with the need for child care is to
enable the families of America to care for their own.
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There is a nervousness among many of America's families about social influences
upon our children, many of our constituents are among this number. Our society is
one with regrettable levels of abuse, violence and addiction.. One way that many parents choose to prepare their children to deal with the
complexities of growing up is to provide home-based child care. These parents be-
lieve that the development of values in early childhood will provide a more stable
personality as the child matures and eventually enters the public domain of educa-
tion.

Our knowledge about child development points toward the psychological and so-
ciological importance of parent and child bonding, of attachment, of empathy, and
of psycho integration. These are concepts which are the subject matter of studies
which no doubt are capable of being interpreted and utilized to support a number of
different policy proposals.

But they certainly reinforce the instincts and beliefs held by many members of
the constituency I serve, and doubtless those of many other groups, that parental
care for the child is highly important. Homebased child care is an integral part of
this parent-child relationship for many parents. Our social policies, and therefore
our tax structures, should make the option of home-based child care as realistic as
possible.

There are various estimates about the number of mothers who are in the work
force outside the home. At the upper level, the estimate is that two-thirds of moth-
ers between 18 and 44 years of age work outside the home. Almost 60% of all
women with children younger than six are in the work force, with that number pro-
jected by some to grow to about two-thirds by the mid-1990s Perhaps as many as 50
percent of mothers with children under age one work outside the home.

At the lower level some estimates put the percent of mothers with preschool age
children who work full time outside the home at about 40% It seems clear that
some variation in statistical reporting result from differences in assumptions about
women who work part-time or seasonally as opposed to full-time.

Regardless of the figures selected for the percent of mothers who are full time
participants in the labor force, there is little likelihood that mothers are going to
suddenly abandon the-work force and remain at home to provide child care. But, in
looking at the child care needs of mothers who, for a variety of reasons, choose to
work outside the home, we should likewise seek to make possible the effective
choice of a mother to remain out of the labor force and to provide home-based child
care. This certainly is not a constitutional right, but it is good public policy.

At present, perhaps 40 percent of child care for children under five whose moth-
ers work is provided by relatives. (???) Some estimates-put that figure at a higher
level. If modifications and expansions of tax incentives can provide an economic
base for even more child care to be provided within the family context for those who
choose that form of child care, two positive accomplishments would result: (a) Maxi-
mum flexibility would be provided in the most direct way possible and without any
regulatory system being required, and (b) some of the burden of seeking new child.
care services would be alleviated.

Additional tax incentives can, in fact, provide the option for home-based child
care. Parents pay about $3,000 a year per child for child care. If those children are
in "high-quality child care" centers, the costs are much higher.

With the median salary for full-time working women at about $16,200, even
modest increases in tax incentives for home-based child care can be adequate to pro-
vide the opportunity of a meaningful choice.

One of the questions asked of all child care proposals is the cost. In our era of
concerns about the budget deficits, we find that we are not able to do all that we
want and need to do, including for the children of America. To the extent that we
do anything new in the area of child care, we must consciously and compassionate
do it for those children and families with the greatest need.

If, for example, the proposal provides benefits in the form of new child care serv-
ices for those with 115 percent of median family income for a state, a family in one
state earning $46,000 would qualify for federally subsidized child care. Under such a
program, the benefits are not targeted toward those more economically needy fami-
lies in our society.

Another consequence of such an approach, if not tied to a tax incentive approach
to child care, would be to discriminate against those who choose homebased child
care. Envision, for the purposes of argument, a new program of federally subsidized
child care, enacted without a comparable emphasis on tax incentives The hypotheti-
cal family in the state mentioned above earning $46,000 would qualify for federally
subsidized child care. An other family could have the same level income, based on
the husband's salary and a mother who has chosen to provide child care within the
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home rather than to work. The net result would be to support the federally subsi-
dized program for the first family with the taxes of the second family. Such an ap-
proach would penalize financially those families who choose to provide home-based
child care.

If a new program is, in fact, established, in order to keep the total price tag com-
mensurate with our ability to fund the program, the program must be more precise-
ly targeted for those families with income levels near or below the family poverty
level

As we have examined specific legislative proposals, we find a number of bills with
principles which are commendable. These bills embody some of the principles which
are deeply held by the constituency I serve. My testimony is offered in support of
these principles. Obviously the different bills embody these principles in different
manners, with different economic consequences for our nation's budget deficit, with
differing levels of benefit to the families and children of our nation.

I read and hear about the need for a comprehensive child care bill. I hope that
whatever is advanced in the way of a child care proposal before this Congress is
something that Southern Baptists can support as an expression of our concern for
and commitment to children. I urge you to make a family tax credit the cornerstone
of any child care legislation considered.
Encolsure.

SOUTHERN BAPTIST CONVENTION

(SAN ANTONIO, TEXAS, JUNE 14-16, 1988)

RESOLUTION ON INSTITUTIONAL CHILDCARE

WHEREAS, The issue of institutional childcare in our society is being widely de-
bated and numerous proposals have been set forth in bills pending in Congress: and

WHEREAS, Some tax subsidy proposals for childcare discriminate against fami-
lies who choose home childcare by taxing all families to subsidize government-ap-
proved day care facilities; and

WHEREAS, Some of the legislation proposed would tend to benefit two-wage
earner families, who generally have a higher income level than one-wage earner
families; and

WHEREAS, Some of these proposals involve sensitive matters concerning church-
state relations, specifically the availability of Federal funds for childcare institu-
tions which are sponsored by churches; and

WHEREAS, Part of the debate revolves around the appropriate Federal role in
stimulating growth in the availability of institutional childcare services.

Therefore, be it RESOLVED, That we, the messengers of the Southern Baptist
Convention, meeting in San Antonio, Texas, June 14-16, 1988, affirm that the prin-
cipal responsibility of childcare is a family responsibility; and

Be it further RESOLVED, That we express our concern a.bout the need for child-
care services in those regions where such services may not be available in adequate
supply, especially for parents living in poverty, many of whom are single parents;
and

Be it further RESOLVED, That we express our belief that institutional childcare
is most adequately regulated by local and state government as opposed to Federal
Government; and

Be it further RESOLVED, That we express our conviction that Congress should
explore alternatives such as tax incentives instead of proposing a new Federal
system with a regulatory role for the federal government; and

Be it further RESOLVED, That we urge Southern Baptist churches to conduct
their childcare programs as ministries of the local church or through cooperation
among churches, without financing from the Federal Government; and

Be it further RESOLVED, That we urge that any program of childcare include
adequate safeguards to maintain the separation of church and state; and

Be it finally RESOLVED, that Southern Baptists should become informed about
the details of any proposed legislation which might promise financial support for
childcare services, being aware that such subsidies are unwise and could hinder in-
stitutions from having a distinctive Christian witness.
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Adopted by the Southern Baptist Convention, June 14-16, 1988, San Antonio, Texas,
Harold C. Bennett, President and Treasurer Executive Committee of the Southern
Baptist Convention

PREPARED STATEMENT OF JANE MARONEY

Mr. Chairman and distinguished members of the committee: it is a pleasure to be
here today in such distinguished company to discuss an issue very special to me-
providing for the welfare of our nation's children, especially those at risk. The prob-
lem before us today is one that states have struggled with for some time: how we
can best provide affordable, available quality child care in these times of limited
fiscal resources among all levels of government? I am Jane Maroney, Representative
from the State of Delaware, and Chair of the House Committee on Human Re-
sources, Children and Aging. It is on behalf of the National Conference of State Leg-
islatures (NCSL) that I appear before you today.

The availability of affordable quality child care is an issue that most State Legis-
lators have been grappling with for some time. I welcome you to the fray. In Dela-
ware, I have actively sought to remedy this problem. In 1985, 1 initiated and served
as Chair of the Delaware Commission on Work and Family that recommended sev-
eral innovations in child care provision to the Governor that have since been imple-
mented. I continue to sponsor and advocate child care legislation and also serve as a
member of the National Child Care Action Campaign.

I have actively participated with NCSL in its many activities and programs direct-
ed at enhancing state efforts for addressing children, family, and youth services. Be-
cause of my participation, I have had first-hand opportunities to discuss child care
with State lawmakers from around the country and will be able to share with you
the many divergent points of view and creative policy options which are reflected in
NCSL's child care policy.

We at NCSL understand that Congress must weigh program options against other
human services needs and appropriate from a narrowing pool of dollars. State Legis-
lators do the same. With the burden of having to reduce the Federal budget deficit,
there are some very real, hard choices that must be made in order use limited re-
sources effectively.

The National Conference of State Legislatures deliberated for nearly two years to
adopt, by consensus, its own child care policy, using examples of successful pro-
grams in the States. We believe that Federal action must supplement State efforts.
We further believe that Congress should construct a comprehensive approach to
caring for our nation's children. A comprehensive Federal child care program would
include a mixture of tax credits for low income families, grants to States for pro-
grammatic initiatives to ensure available affordable quality care and expansions of
key existing programs.

Congress should expand the dependent and child care tax credit and make it re-
fundable for low income families. A refundable dependent care tax credit as suggest-
ed by President Bush, Senators Moynihan and Packwood, and Senator Gore and
Representative Downey, targeted to low income families would increase the amount
of money that working poor families have to spend on their child care expenses and
allow families with minimal, if any, Federal income taxes to take advantage of the
credit. In the Family Support Act, States are required to meet the child care needs
of those on public assistance who participate in the jobs program and for the year of
their transition to the working world. We should make working just as feasible by
helping working poor parents who incur child care expenses in order to work meet
those expenses. This is especially critical for single mothers who are unable to
achieve economic self-sufficiency if there is no one to care for their children.

A tax credit alone at any level of government is not sufficient for a comprehen-
sive child care program. A Federal program that consists of only a tax credit as-
sumes that poor families have access to affordable, quality child care. Unfortunate-
ly, this is not the case. This is where the State and State legislators in partnership
with the Federal Government play a crucial role.

A comprehensive child care program must include significant programmatic as-
sistance. Legislation like S. 412, the Packwood/Moynihan bill, that assists both par-
ents' ability to pay and their need to find affordable, quality child care is necessary.
Increasing the funding for the social services block grant by $400 million as pro-
posed by Senators Packwood and Moynihan is a step in the right direction. NCSL
supports this increase in Title XX, but prefers that this increase not be earmarked
for child care.
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A third vital component, not in S. 412, but certainly reflected in many other bills
introduced in the Senate, should be added. A modest program of quality incentive
grants to States should be considered. These grants would help to leverage State ef-
forts to improve and broaden essential child care services. Such grants could be par-
ticularly helpful in the areas of licensing and enforcement of State child care stand-
ards, resource and referral, and provider training.

This three-part approach would make the most of restricted Federal dollars be-
cause they supplement State., local and private efforts. State child care policies dem-
onstrate a broad array of s1 rategies designed to assist families. These programs in-
clude support to parents in education and training programs, reducing the cost of
child care through direct or indirect subsidies and public/private partnerships, con-
tributing to the expansion and accessibility of these programs, and improving the
quality of care through training, licensing and enforcement of State child care
standards. California alone spends more than $500 million on its child care pro-
gram, which includes State tax credits, subsidized low-income child care programs,
pre-school child care programs, resource and referrals and licensing and enforce-
ment. Federal funding should act as an incentive and catalyst for State action to
responsibly address child care needs.

State legislators know how best to serve the diverse needs of their communities
and should retain the authority to set standards. States evaluate and determine
what child care activities work-they should have the flexibility within a Federal
program to use precious dollars towards those activities. Federally mandated stand-
ards and restrictions would limit the availability for child care and substantially in-
crease their costs. We want to encourage private sector involvement in child care in
these areas and Federal intervention would be a deterrent.

In Delaware, our commission on work and family recommended a statewide re-
source and referral system called the child care connection that is privately funded.
We provide a modest tax credit for parental child care expenses, provide subsidized
child care for low-income children, and have been actively working with the busi-
ness community to increase the availability of child care and to act as an informa-
tion broker to educate them about work/family issues. I am currently the co-sponsor
of legislation to provide a 30% tax credit for employers who sponsor child care ac-
tivities.

-- Our State provides child care services for before and after school, all day "pre-
preschool" for toddlers, and infant care. we license and enforce standards for home
care, center-based care, and residential group homes. in 1988, Delaware spent
almost $4 million of State and Title XX money on child care. Delaware used 28.8%
of its Title XX, social services block grant allocation to fund these activities.

States are particularly wary of Federal mandates, especially today when mandat-
ed programs are often underfunded. States are currently engaged in meeting new
mandates in welfare reform, catastrophic health insurance, and nursing home
reform. My fear is that States, particularly those already fiscally constrained, are
going to confront some difficult choices which could work counter to the purposes of
these essential programs. I also fear that Federal funding below authorized levels
for these programs or changes in administrative funding regulations will export all
or most of the Federal Governments' funding responsibility to the States. The ad-
ministration's FY 90 budget proposal has exacerbated these concerns. The proposal
underfunds the jobs program at $300 million rather than the authorized $800 mil-
lion dollars, and most States do not have the revenues to cover these costs. New
child care mandates, which NCSL does not support, would add to States' tenuous
fiscal situations.

A comprehensive child care program, especially one designed to help children at
risk, would be incomplete without an early childhood education component. Head
start has proven to be an effective intervention for these children. I would like to
remind this committee that currently we only serve 17% of eligible children. An
increase in head start funding is long past due.

The National Conference of State Legislatures has a long standing commitment to
improving the effectiveness and quality of State child care programs. Since 1985, the
conference has had a child care/early childhood education program which provides
technical assistance and information to State legislatures. To encourage interstate
cooperation and communication, we just published Child Care and Early Childhood
Education Policy: a Legislator's Guide which will be distributed across the country.'

I Made part of the committee files.
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We hope that you will call upon our project staff if you think they can be of assist-
ance in your efforts.

On behalf of NCSL, I thank you for this opportunity to share our views with you.
The conference looks forward to working with you to develop a comprehensive child-
care program.
Enclosures.
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January 7, 1987

The Honorable Michael N. Castle
Governor - State of Delaware
Carvel State Office Building
Wilaington, DE 19801

Dear Governor Castle:

On behalf of the Commission on Work and the Family, I am pleased to
present to you its final report. It represents the diligent work of the
Comisaon and its six task forces since July 1985.

The report highlights the need for expansion of child day care services
and program to support child day care. It also encourages both employers and
employees to be responsive to the important interface of work and family life.

The problems associated with the work/family issue are complex. The
solutions involve many segments of government, the private sector and
sensitivity on the part of individuals. Some of the recommendations can be
implemented immediately while others may be phased in over several years.
Some will require additional public resources.

Your support in the implementation of these recommendations is
requested. Such assistance will promote healthier environments for children
and a more productive environment for Delaware business.

Sincerely,

Jane aroney,
Comission on Work and the Family

JM/scg
Enclosure as stated.
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Executive Summary

The Commission on Work and the Family (and its six task forces) met from July 1985 to
November 1986 exploring the relationship of families and Delaware's business environ-
ment. Child day care services and work/family options, such as the use of permanent part-
time employment, were investigated. The Commission's work reached many Delawareans
via public forums and three major surveys which were distributed to over 4000 individuals.

A summary of the Commission's findings are presented below:
The demographics of employees have changed considerably over recent years. More
mothers are working, and this number is expected to rise. While women may work for
reasons of self-fulfillment, many must work to help support their families. This is true for
many two-parent families but is critical for single parents.

-Child care is not just an issue for poor women. Employed mothers of all income levels
experience work/family difficulties. Studies have also shown that men are becoming
increasing affected by child care and related work-family strains.

' There are more individuals requiring child care than there are licensed day care facilities.
As the number of children increase and the number of child care workers decrease
(because of low wages and a shrinking pool from which to draw employees) this problem
will continue to grow.

-Businesses need to be educated to these changing demographics. They should understand
that research has shown their productivity is affected by working family concerns.

' Wages of child care providers, the amount parents can afford to pay and the quality of care
are interrelated. If one is altered it will affect the other two.

' Parents are concerned about the quality of care their children receive. This problem is
increased by the lack of on-going accessible training programs.

' Parents often have difficulty obtaining information on child care. This problem has been
addressed in New Castle County, by the Child Care Connection, but a void still exists in
Kent and Sussex Counties.

' Many cannot afford to pay the full cost of child care. Without subsidies these individuals
may be compelled to leave the workforce.

' Delaware parents have repeatedly stated their need for before and after school child care,
summer child care, infant care, sick child care and care for special needs children.

Delaware has begun working on several of the above problems but much remains to be
done. The Commission recommends that the following steps be taken as outlined in the
next two pages.

20-453 0 - 89 - 8
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Recommendations

1) A Study should be conducted of the "day
care trilemma," the crucial interaction
between the inadequate wages of child care
workers, the fees that parents can afford to
pay and the quality of child care.

2) The educational system should be encour-
aged to aid "latchkey" programming by:

-providing transportation to child care
facilities instead of home if requested by
parents.

-allowing non-profit organizations to pro-
vide school age child care in school
facilities.

* piloting a "latchkey" program in one of
the special schools for the handicapped.

' conducting a feasibility study to exam-
ine the extent of need for "latchkey"
services.

' piloting an optional full-day kinder-
garten in one or more school districts,
with an after-school component funded
by fees charged to parents.

3) The State's purchase-of-service child cai e
program (public subsidy) should be improved
by implementing the recommendations of the
James Bell study as amended by the Dept. of
Health and Social Services.

4) Child care resource and referral should be
made available throughout the state to assist
parents in finding appropriate, affordable
child care. The Child Care Connection, which
presently provides this service in New Castle
County, should serve as a model.

5) Care for children under age three should
be expanded by recruiting and training
approximately 75 more family day care
providers.

Implementation Resp',sibility

The University of Delaware. A report with
specific recommendations should be pub-
lished by January 1988. Additional funding is
necessary to accomplish this recommenda-
tion. Child day care providers should be
consulted in the development of this report.

The Department of Public Instruction, with
the assistance of the Offce of State Planning,
the Delaware Commission on Women and
support from the private sector.

The Department of Health and Social
Services. Items should be implemented
incrementally, with completion by 1989.

The Private Sector. Service should be in
place by year-end 1987.

The Delaware Development Office, with
training as per #6.



Implementation Responsibility

6) Child day care providers should have
access to adequate, appropriate and regular
training, including how to serve special needs
children and the concept of training trainers.

7) Employers should review personnel pol-
icies and programs to make them more
sensitive to work/family issues:

" Assess expansion of maternity/pater-
nity benefits.

" Assess redefining sick leave to include
sickness of dependent family members.

* Implement more work schedule options
to increase flexibility through individual
work schedules, part-time employment,
job-sharing alternatives.

8) State government should foster an
improved climate for work/family issues by
acting as information broker and convener of
conferences and seminars to educate busi-
ness community about work/family issues.

9) The Delaware Code should be updated
so that child care licensing is no longer
under the auspices of the 1915 Boarding
Home Regulations.

, k small Implementation Task Force
should be formed to oversee execution of the
above recommendations. Teams should
consist of representatives of organizations
charged with responsibility of specific recom-
mendations.

The Office of State Planning should coordi-
nate efforts of state agencies, educational
institutions and private groups.

The Private Sector and the Office of State
Personnel.

The Delaware Development Office, with the
State Chamber or a special-purpose ad hoc
group representing employers.
Materials for employers to be ready by July 1987.

The Department of Services for Children,
Youth and Their Families.

Special Task Force to be formed by January I,
1987. Periodic reports to the Governor are
suggested.

Tus publication is made possible by a grantfrom the Du Pont Company.

For a copy ofthefull report, sendfive dollars to:
Mary Ball Morton
Staff Commission on Work and the Family
330 East 30th Street
Wilmington, Delaware 19802
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To Secretary of Labor, ElIzaketh Dole
UASL Dea etOf Labor11
Washington, D.C.

From: The Child Care Action Campaign
99 Hudson Street, Suite 1233
New York, MY 10013

Date: Sprilng l909

Re, CHILD CARE AND THE AMERICAN WORKER

Americans are deeply troubled by the growing national crisis resulting from the lack
of affordable quality child care services for America's working families. Given your
pledge to "promote and protect the welfare of America's working men and women,"
we are delighted by your appointment. We urge you to use your vast talent and to
draw upon every available resource to grapple with the child care crisis.

Never before has so much been at stake. Parents (mothers and fathers) face a daily
challenge: how to be both productive workers and loving, nurturing parents. Businesses
must confront a poor rate of productivity and a dwindling labor force with declining skills.
Government, at every level, must confront serious economic problems reinforced and
exacerbated by the country's lack of a viable family policy. Our nation, our economy, and
our children need your leadership.

The Child Care Action Campaign has drawn together many of the best state and
community leaders in the country to form our National Advisory Panel. The panel consists
of ten to twelve leaders in each state, representing business, labor, the media, government,
and child care experts. These leaders, who have substantial effects on policy formation in
their own states, have recently helped us to complete the first of a series of "Trends
Reports" which will keep us informed about family policy opinions and programs across the
country.
We present TRENDS REPORT #1 to you, based on our first survey. We believe that it will
be helpful to you as you shape your work and family agenda. It makes key
recommendations from the "front lines'.

The Child Care Action Campaign will continue to provide you with useful information, and
hope that you will call on us for any assistance. We look forward to working with you as you
begin to deal with the urgent problem of sustaining a productive labor force.
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I. WORKING PARENTS

K" -
* Overwhelmingly, the Panel disagrees that child care is a women's issue (88%). The Panel also asserts

that fathers are assuming increasing responsibility for their children's care (58%). Corporate Panel
members display these patterns even more strongly; 93% of the corporate Panel responses indicates
that child care is not just a woman's'issue and 63% of the Panel is aware of fathers playing an
increasing role.

" The Panel is dMded on whether children are better off in their mother's care. Only one-quarter of the
Panel agrees that it is better for a child to be in a mother's care than in a child care program. However,
one-quarter of the Panel disagrees. Given the Panel's emphasis on quality, a significant percentage is
unsure (43%) about the benefits of mother care versus child care. Interestingly, more men agree (41%)
that a mother's care is better than women (17%).

* Forty-six percent of the Panel agrees that parents do not have time to lobby for child care supports. This
parallels the response of 47% of the Panel parents who agree that they don't have time to lobby. Still,
33% of the entire Panel disagrees, feeling parents could be more active.

" More than half (58%) of the Panel believes that it is risky for parents to reveal their child care difficulties
while on the job Women believe this more than men (60% as compared to 50%) and child care experts
believe it more than corporate representatives (71% as compared to 47%).

- apidim.
With mothers in the work force to stay, child care has become the shared responsibility of both mooes
and fathers American economic policy must address child care issues not only because women need it to
work but because men need it as well. No longer will the economy function without also addressing child
care as a 'working father' issue. The debate is no longer whether mother-care is better than child care but
rather how we, as a nation, guarantee the quality of out of home child care.
Unfortunately, parents have little time or opportunity to tackle the problems of the child care crisis due to
their already heavy double commitment, Often, they feel isolated by and with their concerns. They reach
the end of the day with laundry to wash and lunches to pack

Parents want to care for, nurture, and educate their children. Yet these responsibilities have become more
complicated and stressful. Parents also want change - to improve child care - but with their stressful
home and work lives, they are often precluded from taking action on these issues. Lack of action on the
part of parents puts an even greater responsibility on the "stakeholders" of child care to address and be
sensitive to the needs of working parents.

Finally, we must also remember that one of the ways parents care for their children is by working to
provide income. As a country, we must ensure that parents can afford quality child care in order to fuffill
these responsibilities. We must create a healthy supply of quality child care and never ask parents to
enroll their children in anything less

II. QUALITY: THE OVERRIDING CONCERN

NAP FkbngW
* Quality is a major issue of concem to this distinguished group of state leaders. Not only does a vast

majority (79%) of the CCAC National Advisory Panel disagrees that current child care programs are of
the quality they should be, bt the highest proportion of the Panel - 36% - ranks quality as the area of
greatest concern within the child care delivery system today.

" Sixty percent of the Panel believes that parents do not have their children in their preferred/first choice
child care arrangement. While 62% of the Panel agrees that it is the parents ultimate role to assure
quality in child care, 60% of the Panel agrees that parents worry about the quality of their children's
care arrangements.

IJ
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Table 1: This table, graphed above, shows the percentage of NAP members in selected groupings who,
when given a list of 20 alternatives, mentioned quality, cost or availability as their first choice.

TOTAL
(428)

1. Quality of care 36%
2 Cost to parents 19%
3 Avaitlability 24%

1, Quality of care
2 Cost to Parents
3, Availability

Implication:

Government
(119)
29%
19%
29%

Northeast
(82)

23%
17%
38%

Corporate
(70)

34%
19%
27%

North Central
(96)

35%
21%
24%

Child Care
(82)
49%
15%
11%

South
(138)
44%
14%
22%

Community
(113)
35%
22%
23%

West
(96)
37%
25%
16%

Othe
(44)
41%
11%
30%

While the Panel reaffirms that parents have the critical role in assuring quality child care, additional
findings indicate a need for supports to help parents get the quality they seek. A direct relationship exists
between the quality of care and its cost Providing quality child care costs money Not surprisingly, the
inverse - lower cost care leads to lower quality programs - is usually also true, "Warehousing" an entire
generation of children will cost the U S even more money in the future

While quality is clearly one of the most important elements in child care, improving the quality tips the
delicate balance among two other concerns the cost and availability of care Since 75% of the cost of
providing care is spent on salaries - with providers earning an average of $9,204 a year - an attempt to
mitigate attrition rates and improve quality by upgrading the low salaries and currently limited benefits may
result in raising the cost of care. Many parents already have enormous difficulty paying for child care If we
improve quality, by increasing salaries and improving ratios, we need to increase assistance to parents

Parents can effectively evaluate and choose quality care if they have options These options include
financial supports to pay for quality care for their children, The lack of a supply of quality child care inhibits
parents' ability to "parent" To create such a supply, a viable partnership must exist among aii sectors and
interested constituencies
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ill. EMPLOYER INVOLVEMENT: NOT THE COMPLETE SOLUTION

NA FlnngW
" The majority of the Panel (59%) strongly agrees

that child care is a sound business investment.
Eighty three percent strongly agrees that unmet
child care needs can have a negative impact on
work performance. The corporate Panel
response parallels these findings (47% and
77% respectively).

" However, 90% of the entire Panel and 87% of
corporate Panel members disagree with the
statement, 'Employers are doing enough to
meet the child care needs of their employees,"
Ninety three percent of the Panel members also
feels that although small employers may have
greater difficulty in providing certain child care
supports, they can still respond in some way.

" In terms of obstacles to employer involvement,
41% of the Panel indicates attitudes to be the
most pressing issue while 33% thinks the cost of
responding is the greatest deterrent Corporate
representatives on the National Advisory Panel
are evenly split on the cause of inaction 39%
believes attitudes while 39% believes cost to be
the biggest obstacle.

Table 2: Obstales to Ernployer Invohvmet
Total

Altitudes 41%
Cost of responding 33%
Lack of Information

about options 19%

Attitudes
Cost of responding
Lack of Information about options

Government
40%
22%

Corporate
39%
39%

Child Care Community
39% 46%
34% 34%

30% 14% 21% 14% 5%

Northeast
44%
28%
23%

North Central
40%
37%
19%

Scuth
39%
37%
16%

American business has a direct interest in promoting the growth and development of the economy. Part of
this responsibility involves considering long term investments and patterns of growth rather than short term
quarterly profits. A sound investment, by definition, results in a payoff. Because child care is closely linked
to working parent performance, an investment in child care would pay off substantially.

The Panel members suggest that business could be doing more. While some have asserted that business
will solve the entire child care problem, according to our advisors, business will not. Still, we must provide
incentives for a greater commitment by employers to offer child care assistance both to their own
employees and to the community

A few forward thinking companies understand the ramifications. We have a responsibility to encourage
others - of all sizes - to take action

0mm
35%
46%

West
44%
25%
21%

S 2. Obstacles toEnioer Involvemeilnt

J
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IV. THE NEED FOR FEDERAL GOVERNMENT LEADERSHIP

NAP FiMings:

" Eighty-seven percent of the Panel believes that the Federal government ought to spend more on child
care. Despite agreement among the Panel about the need for the Federal government's investment in
child care, somewhat fewer Panel members (69%) believe that the greatest share of Federal support
should go to low-income families. The complete targeting of money to low-income families is less
frequently preferred by corporate (59%) and child care (62%) representatives

" Eighty-eight !ercent of the Panel, including 90% of the women and 83% of the men, disagrees with the
statement tha, -he government should not help parents to pay their child care expenses because it will
only discourage them from staying home to take care of their own children." Accordingly, 62% of the
Panel dsagrees with the perception that "Child care legislation discriminates against those women who
stay at home to care for their children "

3. The Role of Governn

* Agev E 3Mooe

0

* In addition, 45% of the Panel
rejects the statement "If federallent dollars are committed to child
care support, there should also

* Not S.we be financial support provided to

families in which the mother
stays home and cares for her
children " Corporate panel
members (57%) are among the
group most likely to disagree

" Seventy-four percent of the
Panel favors financial incentives
to employers who sponsor on-
or near-site child care centers
The entire Panel is slightly less
inclined (62%) to provide such
incentives for broad child care
supports, such as parent
seminars and Resource and
Referral Interestingly, corporate
Panel members are one of the
least likely to agree that financial
incentives are needed for the
broader range of child care
initiatives (56%)

* The majority of the Panel - 69%
- agrees that the Federal
government should establish
national standards to ensure the
safety of children in child care
At the same time, the Panel are
evenly divided about whether
Federal standards, if
established and enforced, could
guarantee quality - about one-
third agrees, one-third
disagrees and one-third is

75 ,0 unsure.0
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Table 3 The Role of Government
Agree Disagree Not Sure

a The Federal government should target more of its resources
for child care ................... . .. .. ..... .. 87% 4% 9%

b. The greatest share of Federal support should be targeted
for low-income families .................................. .... 69% 8% 23%

c. Child care should be part of all government funded job training programs 87% 4% 9%
d. Child care should be integral to state economic development efforts .... 89% 1% 10%
e. Child care has an important role in welfare reform .................. 94% 1% 5%
f. The Federal government should establish national standards that ensure

the safety of children in child care ........ .... ............ 69% 12% 19%
g. If ederal dollars are committed to child care support, there should also be

financial support provided to families in which the mothers stays home
and cares for her children ................................... . 26% 45% 29%

h. The government should not help parents to pay for their child care
expenses because it will discourage them from staying home to
care for their children ................................... . 5% 88% 7%

i. The Federal government should mandate child care support
from employers ...... ...................................... 16% 51% 33%

j. The establishment and enforcement of national standards will ensure
quality child care .................................. ... 32% 31% 37%

Clearly, when analyzing what the Federal government's role should be, the most serious implication is that
the Federal government is largely a missing contributor. To make progress in child care, the Federal
government will have to assume a leadership position and will have to invest money into creating a supply
of quality child care which working parents can afford,

Our data reveals that Panel members believe that families need help, suggesting that all families are not
receiving the support which they currently need. The Panel strongly feels that supports are necessary but
does not necessarily agree that child care supports should be given to those who care for their children at
home. While "give aways" are not the answer, concrete initiatives seem to be.

What sector is going to take action? We know that all sectors benefit from an investment in child care.
Consequently, all sectors must pay for the investment. Even though this formula is clear, the investment
will not be made unless the Federal government inspires leadership. The first step is to back up Federal
commitment with action. Public-private ventures are highly touted but such programs are based on an
infrastructure built by government. The Federal government is a key factor in the child care solution.

V. CHILD CARE: A BOTTOM LINE ISSUE

MAP Fklndgs
* Nearly every NatiorJal Advisory Panel member feels that child care should be linked to economic

development (89%), job training programs (87%) and welfare reform (95%).

It is impossible to ignore the direct link between child care and the American economy. Today, working
parents report declines in their productivity because they worry about child cars concerns while at work.
Furtemore, child care affects our children, this country's most valuable resource, and our future labor
force. As we shift towards a global economy, the U.S. must improve its productivity, particularly in the
growing service sector, in order to compete. As jobs demand more skIlted labor, we will also need a well
prepared labor pool upon which to draw.

J
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We, the Clid Care Action Campaign, urge the U. S. Department of Labor to:

" Make chid care an integrl part of It agenda dnd encourage others to
understand both the long and short term economic ramifications of the lack of quality
child care;

Specifically: work with the Secretary of Commerce to integrate work and
family concerns into the economic development plan of this nation.

" Develop and Implement a leadership role for the Federal government which
allows states to design the specific form and content of programs as well as to provide
and receive financial support.;

Specifically: support Congressional and Executive branch efforts to pass the
necessary child care bills to implement the following programs.

" Enwcouag an Investment In quality child care. Cheap alternatives will
compromise the health, safety and development of children and their families;

Specifically: support the creation of minimal national health and safety
standards (as the Department of Defense has already done).

" Ensure that all sectors Invest in child care solutions, specifically designing
incentives for corporate assistance while recognizing that employers alone will not
solve the child care crisis;

Specifically: adopt a realistic notion of business involvement and should
update its 1988 task force report, "Child Care: A Work Force Issue" by
reexamining the computation of the extent of employer support.

* Assist In changing attitudes that suggest child care is a benefit for women since
quality care enables both parents to balance demanding roles and since men report
that they have assumed an increasing role.

The Child Care Action CanWalgn (CAC) Is a coalition of leaders fom a wide range of
Anmrcan A whose log range goal Is to set In place national system of

aElty, affor le child care, using aN existing resources, both pubhlc and private.

CCAbC
ChUk C. Acton ¢amal
so Hudon Street, Sidte 1233

New York, NY 10013
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PREPARED STATKmNTr o REBECCA A. MAYNArD
Mr. Chairman and Members of the Committee: I am Rebecca Maynard, Vice

President and Deputy Director of Research at Mathematica Policy Research, Inc. I
a pleased to have this opportunity to participate in your committee hearings on
child care, welfare programs, and tax credit proposals. I want to preface my re-
marks by acknowledging my participation in the National Academy of Sciences
Panel on Child Care Policy as well as my role in the conduct of a major child care
survey and evaluation for the Department of Health and HUman Services and to
make clear that my remarks should not be viewed as representing the opinions or
conclusions of either the National Academy of Sciences Panel or of the Department
of Health and Human Services.

INTRODUCTION

Child care is a concern for all families with young children and it presents prob-
lems for many. It is important to recognize, however, that the nature and intensity
of the child care problems faced by families with young children differs by family
circumstances, with the problems being most severe and most complex among poor
families. In view of the focus of these hearings, I want to direct my remarks to
issues related to our knowledge of the child care needs of and options available to
low-income families and to the implications of this knowledge for Federal policy.

There are several reasons why we need to focus national policy on the child care
needs of low-income families. First, child care is critical to enabling low-income par-
ents to engage in work, school, and training activities that can help them to achieve
and maintain economic self-sufficiency. Second, child care and other forms of early
intervention can contribute significantly to breaking the cycle of poverty. Third, and
quite important to this committee, is the changing attitudes regarding welfare and
the role of mothers as primary caregivers. And, fourth, problems of accessibility and
cost of child care, which are major problems nationally, are particularly acute for
low-income families.

There are over 3 million poor families with preschool age children in this country.
Most of these families are either single parent households (in which about 30 per-
cent of the custodial parents are employed) or they are 2-parent families in which
only one adult is employed. Virtually all avenues for these poor families with young
children to escape poverty involve relying on either shift work (among two parent
families) or some form of nonparental child care.

While we all share the goal the helping of poor families escape poverty, we need
to also consider the intergenerational effects of actions to promote economic inde-
pendence of families. It is well established that children from economically disad-
vantaged backgrounds are at especially high risk of poor social development, low
academic achievement, and, hence, of remaining poor. Increasing parental employ-
ment and income is key to breaking this cycle of poverty. However, there is also a
body of literature that suggests that parental time inputs into child rearing are im-
portant to the long-run achievement of children (Stafford, 1987, Hill and Duncan,
1987). Thus, it seems critical that, with increasing numbers of low-income children
spending substantial amounts of time in nonparental care, we should focus public
attention on ensuring that the quality of the child care is not only adequate, but
that, to the extent feasible, the care be designed to mitigate the adverse conse-
quences of growing up in or near poverty.

Beginning with the many state welfare reform demonstrations that were author-
ized under the OBRA amendments of 1981 and continuing with the recent passage
of the Family Support Act, we have seen a shift in public attitudes regarding wel-
fare and the roles of parents, especially low income parents, vis a via parenting
versus employment. The prevailing attitude is that parents have obligations to sup-
port their children economically and this obligation takes priority over their choice
beteen reliance on maternal versus nonmaternal child care. There are currently
3.5 million preschool age children in welfare households, about 40 percent of whom
are over age two. Full implementation of the Family Support Act would result in
the majority of these children being placed in full-time or nearly full-time child
care, increasing the demand for nonparental child care by as much as 10 percent.

These low income families who are going to be using child care in greater num-
bers face greater barriers than do middle and upper income families in arranging
acceptable care. The reasons relate to cost, location and transportation, information
(and role models), and to special needs, including greater need for child care to ac-
commodate nonstandard work schedules.
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NEW DATA TO INFORM THUR CONCERNS

Mathematica Policy Research has just completed a major survey of child care
supply and demand in three low-income urban areas: the South side of Chicago,
Camden, New Jersey, and Newark, New Jersey (see Kisker et al., 1989) for the pur-
pose of examining the child care markets in low income areas and the child care
needs of and options available to families with preschool-age children.
The Demand for and Supply of Care

What we found from these surveys is that the child care market in low-income
urban areas is not that dissimilar from the market in general. Nearly half of the
preschoolers are cared for by their mothers who are not working or attending school
or training. Of those whose mothers are working, attending school, or in a training
program:

* 5 to 10 percent of preschoolers are cared for by their mothers who work at
home or take their children to the workplace

* 15 to 20 percent of the children are cared for by their fathers
* 20 to 25 percent of the children are cared for by other relatives
* About 25 percent of the children are cared for in nonrelative family day care
* And, 20 to 25 percent are cared for in centers
In these low-income areas, we found that the centers in all three cities were oper-

ating near capacity (92 percent), which is consistent with the overall perception of a
shortage of center-based care despite the significant increase in the number of child
care centers nationally. Of particular note is the fact that less than 15 percent of
the limited number of center vacancies that were available could be used for in-
fants.

In contrast to the situation in the centers, we found the supply of family day care
to be plentiful. Together, the family day care providers in these cities reported being
willing and able to care for nearly twice as many children as they were currently
caring for. However, of extreme importance is the fact that less than 5 percent of
the excess capacity in family day care settings is reportedly available for infants.
Furthermore, we found that about one-third of the family day care providers offer
only part-time care.

Cost of Care
The cost of care in these areas is similar to the national cost estimates-$50 to

$60 per week for full-time care, with infant care costing substantially more that the
average (up to $150 a week). Like families nationally, among all families in our
sample who used paid child care for preschool-age children, an average of 10 percent
of family income and 25 percent of the mother s income is spent on child care. The
cost of care is only slightly less for low-income families than for other families, re-
sulting in child care consuming significantly higher shares of the income of low-
income families (20 percent of family income and 30 percent of the mother's
income).

Quality of Care
We found that, in general, the centers and family day care providers met the

state guidelines with respect to child-staff ratios and group size. That is to say, they
have child-staff ratios that range between :1:1 and 6:1 range, depending on the ages
of the children, and group sizes for the centers that avei.ge around 15 (and less for
the infants). However, it is notable that over 90 percent of the family day care pro-
viders in the three cities we studied were unregulated and, thus, have no public
oversight to ensure the health and safety of nearly half of the children who are in
nonrelative care (14 percent of all preschool-age children).

To the extent that we are concerned with ensuring that the child care settings of
poor children are enriching and will in part compensate for the poverty background,
it is notable that, on average, family day care providers have relatively low levels of
education, and significantly lower levels of education than is the case for child care
center staff. Forty percent of the family day care workers have less than a high
school diploma, compared with less than 10 percent of the working mothers and vir-
tually none of the child care center staff, virtually all of whom had a CDA certifi-
cate or a college degree.

Other qualities of the available child care that are noteworthy when assessing the
adequacy of the supply include the schedule of care and its reliability. As noted
before, a third of the family day care providers provide only part-time care, and
while virtually all centers provide full-day care, they do not offer extended day,
evening, or week-end care. Thus, each type of care imposes some limits on the work
schedules of the parents.
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Child care centers are generally very reliable and open virtually all year. Howev-
er, almost none care for sick children. In contrast, over half of the family day care
providers will care for sick children, but they themselves are often unavailable due
to their own illnesses or due to other personal reasons.

WHAT ARE THE PROBLEMS WITH THE CHILD CARE MARKET FACED BY LOW INCOME
PARENTS?

In our examination of the child care markets in these low-income areas, we iden-
tified several problems that warrant public response, if we are to be responsive to
the child care needs of parents, children, and employers. In our assessment of the
market, we asked several questions: (1) Do we really have enough child care to meet
the needs of parents? (2) Is the supply of care really adequate to meet the desires of
parents? (3) Is the quality of care at a socially desirable level? and (4) Does the
market work effectively to match parents with their desired type of care?
Is the Supply of Care Adequate to Care for All Children in Need of Care?

Virtually all preschool age children of working mothers are being cared for. Fur-
thermore, we found that family day care providers in our survey indicated a willing-
ness to care for about twice as many children as they were caring for currently
care. Forty (40) percent of all mothers and nearly 60 percent of the low-income
mothers in our sample who were not already employed reported that they would
work if adequate and affordable child care were available to them. They defined af-
fordable care as care costing an average of $50 to $60 per week-roughly local
market costs. Thus, in these cities, the current level of unused supply is adequate to
accommodate all of the children whose nonworking mothers indicated a desire to
work, assuming the unused supply meets the parents' needs along dimensions other
than cost and the providers are not overly selective in children they will care for.

By any measure, however, there is a shortage of openings for infant care, as many
of those who indicated a willingness to enter the workforce had young children, yet
neither the centers nor the family day care providers reported any significant ca-
pacity to care for additional infants.
Does the Supply of Care Meet Parents'Desires?

The majority of the employed mothers of preschool-age children reported having
care with which they were satisfied.

* 30 percent of all mothers and 35 percent of the low income mothers indicated
that they would prefer a different care arrangement. Contrary to our expectations,
cost was not the major reason for wanting to change arrangements. Only 10 percent
of those wanting to change their arrangements (3 percent of all mothers) indicated
that cost was a factor.

* The majority of the mothers who wanted to change their care arrangements
wanted to do so in order that their children would learn more, and consistent with
this fact, most wanted to change from relative or family day care to center-based
care.
This preference for center care was strongest among low-income parents. In part,
this may reflect the fact that, as has been reported in other surveys, low-income
mothers find relative care to be the least reliable form of care (Sonnenstein and
Wolf, 1988). At the outer limit, if all who desired to change could change to their
preferred form of care, the demand for center-based care would increase by about 10
percent, as would the demand for all other forms of nonparental care, combined.
Is the Quality of Care Optimal? Adequate?

Our survey results point to a number of areas of concern related to the quality of
care received. First, less than 6 percent ofLthe children of low income working par-
ents in these cities participate in Head Start, which is the major compensatory
intervention program for preschool-age children. Furthermore, the majority of chil-
dren of working parents, including low-income children, are cared for by relatives or
in family day care settings, by adults with little if any formal training in early
childhood education and child development. While this may not be particularly lim-
iting for children from nondisadvantaged backgrounds and may not be harmful to
children from low-income families, it does point to the potential for substantial lost
opportunities for early intervention to promote improved long-range outcomes.
Does the Market Work Effectively to Match Parents to Child Care Providers?

Some of the perceived shortages of care and some of the unhappiness with exist-
ing arrangements could clearly be addressed through improved market information.
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The child care market works very informally, both from the providers' and from the
consumers' perspectives.

* Most parents find their providers through recommendations of friends and rela-
tives.

* Only about half of the mothers in our survey reported that they shopped for
care-that is visited more than one provider before making a selection.
Parents reported that their selection criteria were, in order, quality (35-40 percent),
location (25-30 percent), and cost (20 percent). However, there is little formal way
for parents to find out about their child care options or to assess them in advance of
placing their child with a provider. Family day care providers, in particular, are
very passive about marketing their services, with most taking no action to fill va-
cancies. The child care centers are better about information dissemination, but their
efforts are still limited. Thus, improving information about the location and services
of child care providers could reduce substantially the perceived shortages of care
and could facilitate parents efforts to select care that meets their needs and prefer-
ences.

SPECIAL NEEDS AND CONCERNS OF LOW-INCOME FAMILIES

There are several concerns that are particularly relevant for low-income parents
and their child care options. The first is obviously the cost of care. Child care con-
sumes an average of about 20 percent of the family income among low-income fami-
lies using paid child care and it consumes an average of 30 percent of these moth-
ers' incomes. In our surveys, we found instances of cbild care consuming as much as
half of family income. (Even among welfare recipients who are working, about one
third pay for that care themselves.) Although there are subsidies available in the
form of tax credits and social service block grants, the child care options of low-
income parents are necessarily restricted by cost considerations.

A second factor is that many low-wage jobs involve nonstandard schedules, which
imply that family day care is the only option available to single parent families, as
well as to many two-parent families. A third concern is that proportionately more
low-income parents work part-time (two-thirds versus one third of all working moth-
ers). By itself, part-time work tends to restrict child care options to family day care,
since most centers are full day programs. However, for those who may prefer family
day care, it may also be partly an outcome of the child care choice, since many
family day care providers offer only part day care.

RECOMMENDATIONS

The long-run options for addressing our nations child care needs are many and, if
we are to meet fully the needs of parents and children, the costs will be high. None-
theless, there are several policy options, modest in cost, that could significantly im-
prove the operation of the child care market and its responsiveness to the needs of
families:

9 Increase the financial subsidies available to low-income families through such
policies as a refundable child care tax credit.
Recent estimates by the Urban Institute, for example, suggest that making the cur-
rent child care tax credit refundable would significantly increase the transfer of
child care subsidies to low-income families-particularly single parent families, one-
third of whom would benefit (Barnes, 1988). Such policies can, at relatively modest
costs, reduce the average cost of child care for low-income families to nearer 15 per-
cent of family income, rather than the current 20 percent.

* Invest in improving the organization and coordination of the market, for exam-
ple, through support for information and referral networks.
Investment in resource coordination could improve significantly both the child care
utilization rates among current providers and could improve parental satisfaction
with their child care by facilitating initial selections and changes. Such investment
is also essential to the success of the Family Support Act. Without better mecha-
nisms for identifying child care options available to parents of pre-schoolers, there is
little likelihood that the JOBS program will succeed in enrolling significant num-
bers of parents of young children.

o Provide resources and support for provider training, including training for
family day care providers.
If we are to take full advantage of the opportunities presented by the JOBS pro-
gram in terms of breaking the cycle of poverty, we need to-he concerned with the
quality of the child care that is provided to the children of JOBS participants. Since
most of these children wil be in relative care and in family day care settings, it is
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important that we focus attention on the quality of that care, which encompasses
issues of training of the caregiver as well as stability of the caregiver. Both of these
issues could be addressed through resource and referral systems, as well as through
more targeted training efforts.

* Promote the development of more center based and family day care for infants.
One approach to reducing long-term welfare dependency is to keep adolescent par-
ents in school and generally to facilitate the employment of all mothers who want
to work. One obstacle to employment for mothers with infants is the lack of a suffi-
cient number of infant care positions. Of particular note for this committee is the
fact that without the stimulation of additional infant care options, it may be diffi-
cult to achieve the i tended level of school participation by adolescent parents that
is mandated under the Family Support Act.
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PREPARED STATEMENT OF GERALD W. MCENTEE

Mr. Chairman and members of the Committee, my name is Gerald W. McEntee,
President of the American Federation of State, County and Municipal Employees
(AFSCME). I am also an International Vice President of the AFL-CIO and Chair-
man of a committee of the AFL-CIO Executive Council that was established last
February on "The Needs of the Working Family."

I want to thank you for the opportunity to testify on behalf of AFSCME's 1.2 mil-
lion members and the millions of members of the affiliates of the AFL-CIO on a
vital issue of concern to working parents-access to quality and affordable care for
their young children when they work outside the home.

Over the last several decades we have witnessed a dramatic rise in the demand
for high quality, affordable child care in this country as more and more women with
children began working outside the home. You've heard the statistics before. Since
the mid 1960's, the number of women working has more than doubled. More than
half of all married mothers with infants under the age of one are now in the work-
force. Two out of three working women are either the sole support for their families
or have husbands whose annual salary is less than $15,000. And by the mid 1990's,
two-thirds of women with preschool children and three-quarters with school age
children will be employed.

AFSCME's membership reflects these profound changes in the American work-
force. Half of our 1.2 million members are women. About 40 percent of our women
members have children under 18 and over one quarter have children under twelve.

The need and demand for an adequate child care system in this country is clear.
And we must begin to do something about it.

Last fall, Peter Hart and Linda DuVal conducted a post-election survey of over
1,000 registered voters for AFSCME. The results of that survey showed that a ma-
jority of all voters-54 percent-say that federal programs to provide funding assist-
ance for working parents and to establish standards for child care is an important
investment that should be started now. In addition, more than one third of all
voting Americans-37 percent-would be willing to pay more in taxes for this in-
vestment. For those voters aged 18 to 34, the group most likely to have young chil-
dren, over half said they would support having their taxes raised to improve child
care.
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-A survey just released by Louis Harris and Associates also indicates national sup-
port for federal involvement in child care. Thirty-eight percent of those surveyed
thought the child care system was working "not very well" or "not well at all."
Ninety-seven percent of the parents surveyed cited the quality of child care as a key
concern. According to the poll, poor parents are not only concerned about the qual-
ity of child care, but tend to pay as much as wealthy families for quality child care.

The need for quality, affordable child care is pervasive throughout the country.
The demand is tremendous. The question before us today, is what should the federal
government do to best meet the needs and demands of our working parents and
their children?

To be successful, any federal child care initiative must address the three issues of
availability, affordability and quality. There is simply not enough child care to meet
the critical demand of working parents. In addition to the short supply, the child
care that is available is prohibitively expensive and cannot be afforded by many, if
not most, working families. And finally, there is the issue of quality. Because of the
high cost and lack of quality child care, many parents are forced to choose between
working or providing their children with poor quality care.

This committee is currently considering a number of tax credit proposals designed
to ease the burden on poor and lower-income working families. I want to be clear
that AFSCME supports expansion of the Earned Income and Dependent Care Tax
Credits. We need to look. carefully at each of the proposals before you and deter-
mine which best serves the working poor in our country. We stand ready to work
with you to develop and support a viable tax credit package. Let us look at the
major proposals before the committee.

AFSCME believes an expanded earned income tax credit (EITC) as in S. 364,
would greatly benefit the working poor. By increasing the EITC through adjust-
ments for family size and restructuring the dependent care credit, as well as
making it refundable, S. 364 would help ease the financial burden on low income
families. But the legislation does not address the critical issues of quality and
supply of child care.

. 412 would also make the dependent care tax credit refundable. In addition, it
would increase the funding for Title XX. Once again, however, the important issues
of child care supply and quality are not addressed in this legislation.

Finally, the Bush proposal, S. 601/S. 602, would provide low-income families with
some financial assistance for child care by creating a new $1,000 payment or tax
credit for each child under four and making the dependent care tax credit refund-
able. By limiting the new credit to children under the age of four, millions of fami-
lies with children age four and older who desperately need child care assistance
would be denied any financial relief. School-age children need before and after
school supervision; particularly, in urban areas where the influence of drugs and
gangs can ruin a young person's life. The Bush proposal also fails to address the
issues of the quality of child care or its supply.

Let me repeat that while AFSCME supports expansion of the EITC and Depend-
ent Care Tax Credits, we do not consider these measures to be child care proposals.
We would oppose any attempt to use tax credits as a substitute for comprehensive
child care legislation.

We strongly supports S. 5, the Act for Better Child Care. The ABC bill is the only
legislation being considered by the Senate that adequately addresses the three
issues of affordability, availability and quality.

While expanded and refundable tax credits will provide some financial assistance
to working parents seeking out-of-home child care, they will not provide much help
when the demand for child care exceeds the supply by as much as three to one as it
does in places like Seattle, Washington; Des Moines, Iowa; and Washtenaw County,
Michigan. Nor will they protect families forced to use child care that is unlicensed
and unsafe as in Fairfax County, Virginia where an unlicensed day care provider
used poison to keep a child quiet.

Tax credits do not directly increase the supply of child care and they do not set
standards needed to ensure that quality care is provided. Moreover, given the high
cost of infant care-which exceeds $3,000 per child per year in most urban areas-
low-income families cannot afford to pay for the cost of care out of their pockets.
They need direct assistance and the tax credits provide little or no help in solving
this problem.

With regard to child care availability, we must quickly expand our woefully inad-
equate child care infrastructure. We need to provide states with grants and loans to
initiate and expand child care programs, to build new facilities and to recruit and
train new family day care providers. The ABC bill will accomplish this. The various
tax credit plans are simply not designed to address the supply problem.
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On the issue of child care quality, we must ensure that all parents, no matter
what their income, have access to care that promotes the healthy development and
well-being of their children and does not place their lives in jeopardy. To do this, we
must develop and enforce federal standards for care and require states and provid-
ers to meet these standards. We have set federal standards for nursing home care
for seniors and the disabled. Our children deserve at least the same assurances of
quality.

In addition, we must recognize that quality child care is highly dependent on the
quality of the child care worker. We must raise the status of the child care profes-
sion by improving the compensation provided to child care workers. The recent
report of the Task Force on Children of the National Governors Association states
that steps must be taken "to increase salaries in the child care industry. Salaries for
child care workers are notoriously and artificially low, resulting in very high turn-
over, which is detrimental to the stability of the centers and the children."

Current salaries for child care workers are abysmally low, and few workers re-
ceive fringe benefits. Even in New York State, child care workers are dramatically
underpaid. Outside of New York City, the average annual salary for a head child
care teacher in New York is less than $12,000. An assistant averages under $9,000.

In order to raise the compensation of child care workers to attract qualified
people and reduce turnover, we should require states to encourage adequate salaries
and use federal funds to help address this problem. In addition, we should mandate
that child care workers receive a minimum number of hours of inservice training
each year.

The ABC bill addresses quality of care through standards, requiring staff training
and encouraging increases in worker salaries. Again, tax credits do not address
these issues.

In conclusion, finding quality and affordable child care is one of the most impor-
tant problems facing working families in America. Financial assistance through tax
credits, by itself, simply does not solve this problem for most low and middle income
families. We need comprehensive legislation that not only includes funds to assist
families in paying their child care expenses, but also increases the supply of child
care facilities and ensures that quality care is provided.

The ABC bill is the only legislation before the Senate that accomplishes these
purposes.

I want to thank the Committee for this opportunity to testify. I will be happy to
answer any questions that the members of the Committee may have.

PREPARED STATEMENT OF SENATOR DANIEL PATRICK MOYNIHAN

The 101st Congress is awash in child care legislation; some 80 bills have been in-
troduced, twenty of them in the Senate. Six distinguished Members of the Finance
Committee have introduced bills and there are 14 bills pending before our Commit-
tee. This is as it should be, given that over 70% of all mothers are in the work force
and over half of all mothers with preschoolers-including infants-are in the work
force.

In the Finance Committee, we are of course primarily concerned with the Social
Security Act and tax code provisions for child care. In our Family Support Act,
Public Law 100-485, which amended Title IV of the Social Security Act, we included
new federal funding for child care for welfare mothers engaged in work, training,
and education programs. We also provided for 12 months of transitional child care
for mothers who work their way off welfare.

In the original drafts of the Family Support Act, we included another provision
for child care, a provision to make the existing dependent care tax credit refund-
able. Unfortunately, for cost reasons, we deleted that provision, along with a pro-
posed adjustment of the Earned Income Tax Credit (EITC) by household size, prior
to introducing the bill.

We deleted these provisions, but we did not forget them. Budget permitting, we
should take steps to do both. I am pleased to have reintroduced in' this Congress,
with the distinguished Ranking Republican of the Finance Committee, Senator
Packwood, a fully refundable and more generous dependent care tax credit. Our bill,
the Expanded Child Care Opportunities Act (ECCO), S. 412, is one of the bills before
this Committee.

There is good news on this front. Our ECCO bill, to make the existing-law depend-
ent care tax credit more generous for the lowest-income families and fully refund-
able, is a bipartisan effort. -Our Democratic colleagues in the House Ways and
Means Committee have introduced legislation that also includes a refundable-de-
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pendent care tax credit. The President has included in his child care package a pro-
vision to make the existing dependent care tax credit refundable.

I think it not too daring to say, Mr. Chairman, that we have consensus on at least
this important provision. And make no mistake, it is important. Preliminary esti-
mates by the Joint Tax Committee for 1990 show that the refundable tax credit in
the ECCO bill would direct $2.2 billion to low-income working families with child
care costs. Of that sum, $2 billion would go to families with adjusted gross incomes
of less than $20,000. For a family with adjusted gross income of $10,000 or less per
year, the maximum credit under the ECCO bill would be $960 for one child, $1,920
for two or more children. Under current law, such a family likely receives nothing,
because it has no federal tax liability.

We have all heard much of the child-care needs of working middle-class parents.
We will hear more about these real concerns today. These are families in which
both parents have entered the labor force in order to maintain their standard of
living. The availability, quality, and cost of child care weigh heavily on parents'
minds. This is especially true of single parents who have no choice but to work.

How much more urgent then are the pressures on low-income working parents?
Particularly the single mothers who struggle to escape welfare? Their situations are
not much different than their middle-class counterparts. They have children they
work, and they have child care costs. Yet under current law, we treat them very
differently. Where their upper-income counterparts can qualify for a federal tax
credit to help offset their child care costs, lower-income working parents are effec-
tively denied this same credit. Their incomes are too low to have federal tax liabil-
ity, so they cannot take advantage of the dependent care credit. In other words,
those who need this help the most are denied it. Ironically, we compounded the
problem with our 1986 tax reform legislation when we removed another six million
low-income working households from the federal tax rolls.

At the very least, we ought to correct this inequity. And that is what the ECCO
bill does. It will make the credit refundable. If a working parent has no federal tax
liability, the value of the credit will be paid to the family in cash. If there is limited
federal tax liability, the credit can be used to reduce that liability to zero and any
remaining credit will be paid in cash.

Is a refundable and somewhat more generous dependent care tax credit the sole
solution to problems of child care in this country? Probably not. Quality and avail-
ability of child care remain to be dealt with. Toward these ends, the ECCO bill also
includes a modest increase in the Title Social Services Block Grant of $400 million
to help states improve their child-care services. We may need additional measures,
such as those included in the ABC bill. I am a cosponsor of ABC and I expect this
bill will be fully debated when it comes to the floor of the Senate.

Nevertheless, I think we can at least agree that the ECCO bill will help many
low-income working parents with their child care costs. It is a start and I urge col-
leagues to support this legislation.

PREPARED STATEMENT OF BARBARA REISMAN

Thank you for the opportunity to testify today and for the efforts you are making
to address an overwhelming problem facing America's working families: the lack of
affordable, quality child care. My name is Barbara Reisman. I am the Executive Di-
rector of the Child Care Action Campaign (CCAC). CCAC is a coalition of leaders
from government and industry, national organizations and universities, from labor,
the media and women's groups. Since 1983, we have worked to initiate change that
will build a comprehensive policy on child care and related work/family issues so
that parents can work productively and improve their standard of living.

I want to focus first on the economic benefits of an increased investment of feder-
al dollars in child care, and second on the relative impact of the use of tax credits
versus a direct investment.

The Child Care Action Campaign supports the creation of a new child tax credit
as well as expansions of the Dependent Care and Earned Income Tax Credits be-
cause they would increase the incomes of poor families. Women and children have
been hardest hit by poverty; one out of five children is growing up poor. These tax
credit proposals, combined with the Family Support Act, are important efforts to
combat poverty and to encourage self-sufficiency. At the same time, we believe that
it is necessary to expand and increase the quality and availability of child care, and
to make it more affordable for both low and moderate income families by expanding
direct federal spending for child care. Therefore, CCAC endorses the Act for Better
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Child Care (5.5). These are complementary, not mutually exclusive, approaches, and
we know that a combination of the two will have extensive public support.

CCAC looks forward to working with the President and the Congress to integrate
these two complementary approaches into a policy which maximizes parental
choice.

THE CHANGING MARKETPLACE

We are aware that any proposals to increase federal spending-whether they be-
in the form of direct expenditures or tax expenditures-need to be considered in the
context of the growing federal deficit. Proposals to use federal dollars to expand and
improve child care must also be considered in the context of the return such an in-
vestment produces for our economy as well as for our current and future labor
force.

A number of recent studies and reports, including the Child Care Action Cam-
paign's own Child Care: The Bottom Line, highlight the costs of the current patch-
work system of child care. and the benefits of improving the child care delivery
system.

Briefly, we expect an increased investment in quality child care to:
1. Reduce welfare dependency and poverty by enabling mothers of young children

to work, knowing that their children are well-cared for.
Many mothers currently receiving public assistance would work if good child care

were available. A 1986 study conducted by the National Social Science and Law
Center in Washington State looked at the barriers to employment for single moth-
ers on Aid to Families with Dependent Children. Nearly two-thirds of those sur-
veyed cited child care difficulties as the biggest obstacle in looking for and keeping
a job; more than three-quarters of the women who stopped looking for work cited
child care problems as the reason.

The Family Support Act recognizes that mothers receiving public 2 assistance
cannot become self-sufficient unless they get help to pay for child care. However,
millions of poor families do not receive public assistance. The welfare reform law
will also put a strain on existing state resources.

2. Improve US competitiveness by improving the productivity of working parents.
Quality child care can reduce the stress and anxiety parents experience when they are
worried about the quality of the child core arrangement, or, as is too often the case,
when one of their multiple arrangements breaks down.

Parents who are already in the labor force are concerned about the quality of the
child care arrangements they are able to find and pay for. We cannot hope that
child care will expand the labor pool unless the child care is of sufficient quality to
enable parents to work with the confidence that their children are well-cared for.

A Fortune Magazine survey of 400 men and women with children younger than
12, published in February 1987, reported that 39% of those surveyed had come in
late or left early in the past three months; 20% had done so three or more times.
For 72% of those people, family related issues caused them to arrive late or leave
early. Child care worries prevent parents from working as productively and effi-
ciently as possible.

3. Mitigate the effects of the labor shortage by attracting more mothers of young
children into the labor force, or by enabling parents to work more hours.

Child care draws new workers, many of whom are mothers, into the labor force.
In a 1982 Census Bureau survey, 26% of mothers with children under the age of five
who were not in the labor force said they would enter if they had access to "satisfac-
tory" child care at a reasonable cost. Another 13% of employed mothers would work
more hours if they had access to child care. Without good, affordable child care, we
will be unable to attract women into the work force to fill those two out of three
new jobs being created in the service sector.

Recruiters for such companies as Merck and Co. Inc. and International Business
Machines (IBM) report that a growing number of jobseekers cite child care assist-
ance or the direct provision of care as one of the reasons for targeting a firm as a
potential place to work.

4. Give young children the nurturing, social and educational experiences they need
to succeed in school.

Children's educational problems do not begin when they reach age six. In Chil-
dren in Need, the Committee for Economic Development argues that it is less costly
to society and to individuals to prevent early failure through efforts directed toward
parents and children alike from prenatal care through age five.

But we can achieve these results only if we increase the supply of quality child
care, whether it be family day care, center-based care, or care or school-aged chil-
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dren, and help low and moderate income families to pay for such care. Tax credits
alone will not achieve these goals.

The elements of quality child care are well-known: provide a safe and stimulating
environment; staff it with loving, trained providers who are paid enough to stick
with the job; enable parents to be involved in the program; be sure that class sizes
are appropriate and that there are enough caregivers to pay attention to each of the
children.

In a recent survey of CCAC's National Advisory Panel of 525 state and communi-
ty leaders from all 50 states as well as the District of Columbia and Puerto Rico, the
Panel ranked quality as the area of greatest concern within the child care delivery
system today. A vast majority (79%) of the Panel also believes that current child
care programs are not of the quality they should be.

WILL TAX CREDrs woRK?

While CCAC supports a tax credit approach as a way to provide much-needed fi-
nancial support to low-income families, tax credits are not the entire child care solu-
tion. The real problem is a substandard system of care. A tax code revision will only
sustain this system.

Parents and non-parents agree that tax credits alone are not a sufficient response
to the child care needs of our nation's families. Close to two out of three (64%) of
the respondents to a recent Lou Harris poll-"The Philip Morris Companies Inc.
Family Survey II: Child Care" reject the view that "a $750 tax credit, which a
parent could use in any way to meet child care needs, will solve almost all child-
care problems encountered by working mothers."

Respondents to this survey, a nationally representative sample, were decisive
about the role the federal government should play:

* 85% of parents and non-parents are convinced that "the federal government
should establish minimum regulatory standards necessary to ensure child care of an
acceptable quality;"

* 85% also believe that "the federal government should give states financial in-
centives to meet minimum child care standards;"

* two-thirds of the respondents believe the "federal government should establish
and pay for programs to set up chiJ care centers to provide quality day care for
children.

CCAC believes that proposals to expand existing tax credits are an insufficient re-
sponse to the child care crisis because:

1. The tax credits being proposed don't bridge the gap between what poor parents
can pay and what quality child care costs.

Quality care is expensive. The average price-$3,000 per year for each child-is
beyond the reach of too many families, and especially of single mothers. Child care
expenditures constitute a substantial proportion of the total income of American
families who pay for care-approximately 10% overall, but as high as 20 to 26%
among poor families. Even a $1,000 refundable credit leaves a family with a $2,000
tab.

Families who can't afford quality care make one of three decisions: they leave
work or work fewer hours, and perhaps go on welfare; they leave their children in
care that they worry about while they work, or in situations that are unstable at
best; or they leave the child home alone. Each of these decisions has a public as well
as a personal cost.

2. Tax credits don't encourage or ensure quality care.
Low income families want quality care for their children. A study of low income

families, many of whom were on public assistance, by Mathematica Research found
that low income families who used family members or other non-relative family
care preferred center based care for its educational components. But such care was
either not available or they couldn't afford it. Low income families are as concerned
about the quality of care their children receive as they are about the cost of that
care.

Tax credits would not only miss an opportunity, but shirk a responsibility. The
Federal government can help establish good child care for low income families. The
IRS cannot.

3. Tax credits do not create more child care.
Families have difficulty not only paying for quality care, but finding the quality

they need. The supply of child care has expanded over the past decade, but there
are serious shortages: of infant care, of care for children in rural areas, of care of
sufficient quality to enable parents to work without distraction and children to de-
velop to their full potential.



240

The history of federal involvement in child care in the past ten years can illumi-
nate some of the problems with a demand side approach to this problem. Between
1976 and 1986, federal spending for child care, through the Dependent Care Tax
Credit, has increased nearly 300% in real dollars. The Dependent Care Tax Credit
now accounts for close to two-thirds of all federal spending on child are. Yet, the
problems families have in finding and paying for quality child care continue to in-
crease.

4. Tax credits are not the most efficient or effective way to give money to meet the
child care needs of low-income parents.

Poor families usually have the least information about income tax benefits and so
do not take advantage of them. In addition, many low income families work for com-
panies that are not part of the tax withholding system and so cannot take advan-
tage of forward funding of tax credits. For those who work for companies that are
part of the tax withholding system, employers will not necessarily assume the "ad-
ministrative burden" of making the tax credit refundable in paychecks.

RECOMMENDATIONS

The Child Care Action Campaign believes that, in addition to expanding tax cred-
its to increase the income of poor families, the federal government must invest in
improving the child care infrastructure. The Child Care Action Campaign has en-
dorsed the Act for Better Child Care Services/ABC (S. 5) because it takes a compre-
hensive approach to improving the quality and expanding the supply of child care.
The Federal government must invest in its future by not only helping parents pay
for child care, but by creating more and better care:

1. Raise the professional status and working conditions of child care providers.Trained child care professionals are essential to the quality of the system of deliv-
ery. Another major component of quality-consistency of care-is jeopardized by a
turnover rate among child care providers that reaches 60% annually. The low pay
and low status of child care providers makes it difficult to attract and retain trained
and experienced providers, who are such an important part of quality child care
programs. Child care providers, 98% of whom are women, are paid less than park-
mg lot attendants. Most receive no benefits.

To redress these inequities, provider's salaries must be raised. Benefits, such as
health insurance, workers' compensation and unemployment insurance must be pro-
vided.

2. Iniprove caregiver training opportunities and requirements.
Improving the training opportunities for providers is crucial as well. Programs

should be established that will enable potential child care providers to get the train-
ing they need, and allow those already working in the field to continue to develop
their professional skills.

3. Implement minimum Federal standards and improve regulations.
Child care standards currently vary from state to state. In some states, the regu-

lations are consistent with what we know about quality. In others, they fail to guar-
antee even minimal levels of safety and health for the children in care. In Idaho,
one caregiver is allowed to take care of up to twelve infants while in Kansas, a care-
giver is allowed to care for a maximum of three babies. This is but one example of
the vast differences in child care regulations among the states. Babies have the
same needs for quality care, whether they live in Idaho, Kansas, Georgia, or Califor-
nia.

Moreover, employers interested in providing some form of child care benefit are
bewildered by the wide variation in standards from state to state.

CONCLUSION

One final point: There is a lot of discussion about the importance of public/pri-
vate partnerships. What we usually mean when we say this is that the private
sector needs to be more involved in improving and sustaining the child care system.
But employers are telling us, more and more frequently. that the child care infra-
structure needs to be improved before they can make a meaningful investment in it.

Let us not mask the substandard level of quality and available care that exists in
this country by addressing the child care crisis only through the tax code. Let us
build, expand and improve the child care infrastructure by putting federal dollars to
work. Tax credits are an important, but incomplete, contribution to solving the
child care crisis.

The Child Care Action Campaign looks forward to working with the Administra-
tion and the Congress to create meaningful parental choice in child care through
both a tax credit and direct investment approach.
Enclosures.
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SUMMARY OF THE ACT FOR BETTER CHILD CARE SERVICES Op 199

AUTHORIZATION OF MPPROPRAIIONSt $2.5 billion is authorized for
fiscal year 1990,-with such sues as may be necessary for FYI 1991-
1994. In addition, $100 million is authorized in FY 1990 only to fund
the new Child Care Liability Risk Retention Fund.

FUNDS FOR DIRECT ASSISTANCE TO FAILIES: States must allocate 70
Dzrent, of ABC funds to provide direct assistance to low-income
working families on a sliding fee scale. Eligible children are those
up to age 15 whose family income does not exceed 100 percent of state
median income 41$32,777 nationwide for a family of four); priority for
funds is given to families of very low income. Parents have complete
discretion to choose from a wide range of child care services,
including nonprofit and for-profit child care centers, family day care
homes, school-based care, and nonsectarian church-based care.

FUNDS TO IMPROVE THE QUALITY Or CHILD CARE: States may allocate 1..
percent of funds for resource and referral programs; improvements in
the states' licensing/inspection requirements; and health and safety
training for child care workers. States may use existing R&R networks
as long as referral services are available to families in all areas of
the state. Within two years of enactment, all licensed providers
shall have 40 hours of health and safety training every two years.

FUNDS TO INCREASE THE AVAILABILITY OF CHILD CARE: States may use 12
percent of funds for grants and loans to establish or expand child
care programs; to recruit and train new family day care providers
(including a revolving loan fund for improvements to providers'
.homes); to help communities establish after-school services and
programs for sick or homeless children; and to assist businesses with
child care programs through a new public-private partnership section.

miNI!IUM NATIONAL STANDARDS FO PROVIDERS RECEIVING PUBLIC FUNDS: As a
condition of federal assistance, states must require 2nly publicly-
funded child care programs to comply with a limited set of minimum
health and safety standards within 4 years after they are established
(roughly 5 1/2 years after the date of enactment of the Act). The
standards are based on those used by the U.S. Armed Forces and the
national accreditation organizations. The standards will be developed
by a National Advisory Committee composed of experts in the field,
representatives of state and local government, and members of the
business and religious communities. Any state may request a 1 year
variance (with a one-year extension) if the state needs more time to
comply with a particular standard in a particular area of the state.

FUNDS TO ESTABLISH LIABILITY RISK RETENTION GROUPS: The legislation
authorizes $10C million in FY1990 for the establishment of Child Care
Liability Risk Retention Groups to increase providers' access to
affordable liability insurance through a shared risk pool system.

CHURCH-BASED CHILD CARE INCLUDED: Non-sectarian church-based child
care is fully eligible for assistance under the bill. The church-
s:ate iaguage .s based cn other federal soria: service legislation.

RELATIVE ARQE ELIGIBLE FOR FlUDSI. Relative care by grandparents,
a~::, au.:s anl un:es is ei:jc_.e for assis:ance prcvide: such
caregivers cor.:y w s:ta:e re:ua:ions, if any, governi4n= such care.
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MAoR RR0ISIONS TO An= Atno ehmit SFOR3WTEMM
FOR TME 1013T OGgDZS

ALLOCATION OF USISTANCRI

PROVISION OF LEGISLATION AUC/100th ABC/101"t
Direct Assistance to FUaMles: 75% 70%
Provisions to Increase Supply: 12%
Provisions to Increase quality$ 15% 10%
State Administrationt 10% 6%

NEW ACTIVITIES TO INCREASE CHILD CARE SUPPLY,
* New Child Care Public-Private Partnership Section to fund:

1) New child care programs for businesses;
2) Demo programs for communities and local employers;
3) Business participation in R&R programs;
4) Information and technical assistance for employers;
5) Presidential award program for progressive employers.

* Grants and loans to family day care and nonprofit
providers to establish-and expand child care programs.

* State-based revolving loan funds for new family providers.

* Funds for the establishment and operation of after-school
child care services, programs for sick and homeless kids
and those which link elderly and children's services.

REVISIONS IN INIUM FEDERAL STANDARDS FOR PULICY-FUNDKD CARE:
* Change in composition of National Advisory Committee on
YnmA Child Care Standards to increase input from
states, localities, employers and religious organizations.

- Variance mechanism which permits a state to postpone its
compliance with the minimum standard(s) for 1 or 2 years.

* Scope of national minimum standards bound by range of
existing state standards. Additional comment period for
national standard(s) which do not exist in states.

RELATIVE CARE ELIGIBLE FOR ABC ASSISTANCE:
Grandparents, aunts, and uncles (18 or older) are eligible
for reimbursement provided they comply with state
regulations (if any) governing relative care.

CH:LD CARE LIABILITY. RISK RETENTION GROUPS:
* $CC mi.ion for state-based insurance risk pools.

EjkANCED STATE flEXIBILITY:
* States have az:it~ond_ funds for quality and supply

f;n:ticns. The. al:s have mcre flexibility tc implement the R&R
anz t r. n r~ renents. Also, see change in standards above.
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THE ACT FOR BETTER CHIm CAMER RVICS r? 1093
PROVISIONS TO VJCR,-xHILD 7111 55OALT~y

mINANCED PARENTAL CHOICE AND INVOLVETa See attached siary.

niMmI NATIONAL STANARDS: ABC would establish minLmum national
standards for center-based and family day care in a limited
number of specific categories. For center-based care, the
standards would be for overall group aLs, staff-child ratios,
provider training and qualificati-ke, health and safety, and
parental involvement. These standais are based on those already
in use by many states, the U.S. Armed Forces, the national child
care accreditation organizations, American insurance companies
and businesses. And study after study - including the National
Day Care Study - have identified these standards as the key
indicators of quality in early childhood programs; they are
directly related to positive developmental outcomes in children.
Using the established leverage of federal funds, the minimum
national standards will create a floor of protection for all
children, regardless of their geographic location.

ENFORCEENT OF LICENSING AND REGULATORY RZOUIRUCDITS: States
must use A Q funds to improve compliance with their licensing and
regulatory requirements, including the inspection of facilities.
Each year, participating states are required to make one
unannounced visit of each child care center in the state and to
visit 2C percent of all family day care homes.

IAINING AND TECHNICAL ASSISTANCE FOR CHILD CARE PROVIDERS: ABC
provides states with a large infusion of federal funds for the
training; c! child care providers, a key determinant of program
quality. Nt later than two years after enactment, participating
states r.,st ensure that all licensed providers receive 40 hours
of trainno every two years. recruitment and training programs
for new fa .ly providers will ensure that they have the necessary
skills and facilities to conduct safe care in their homes.

RESOURCE AND REFERRAL PROGRAMS: ABC requires states to ensure
that reso..rce and referral programs are available to families in
all geographic areas of the state. These R&R programs help
parents locate care which meets their children's individual needs
and help to educate them about what to look for in a quality
child care program. R&R networks also serve a training function
for providers, helping to increase their skills and their ability
to se-e the local community.

FUNDS TO INCREASE PROVIDER SALARIES AND TO PROVIDE SCHOLARSHIp
ASSIAC Study after study has found that the alarming
turnover rate among child care providers affects the continuity
of care so important to a quality child care program. The
Department of Labor estimates the annual turnover rate among
prcv'.ders tc be 35-EC percent and the average income of providers
tc De $2,C2 cr less. States could use ABC funds to increase
prcvider salaries ar. t: recrul: new providers by establishing
s:~:s. s : ora-s !zr low-icome people.
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TH ACT FOR RrrM JrG. CAA" EMjeua OF 19@

NATIONAL STANDARDS FOR IROYDB IO mucurVI lrELIC

REVISED QC ITION OF 3ATIML- MT raY l The
composition of the National Advisory Cmittee on Minim=m Child
Car* Standards has been revised to include 1) a representative of
the nation's governors; 2) a representative of the nation's state
legislatures; 3) a representative of local governments; 4) a
representative of business; 5) a representative of the nation's
state insurance coenissioners; and 6) a representative of
religious institutions. As with the ABC bill in the 100th
Congress, the Commttee also Licludes parental representatives,
pediatric specialists, and those involved in the provision of
child care and resource and referral services. The appointment
process for the Committee will be nonpartisan and the President
will select the Chairman. Those chants. Xi11 help to ensure that
the minimum standards are balanced and realistic, and addressnot only the health and safety needs of children but the ability
of states and Droviders to commly with the minimum requirements.

INTRODUCTION OF A STATZ VARIANCE PROCKU rO ZKTHND CCWLANCE
TIMETABLE FOR STANDARDS: In general, atteas must comply with the
minimum standards 4 years after they arr established by the
Secretary (roughly 5 1/2 years aftor the date of enactment). At
that time, a Governor, in consultation with the state advisory
committee, may request a variance from the Secretary for a
particular standard in a particular geographic area of the state.
The request will be accompanied by a statement by the Governor of
the steps taken to implement the standards in the state within the
4 year time frame, and the specific juitifications for the
variance in the particular standard anJ area in question. The
variance request will also be accompanied by a detailed plan
outlining the additional resources and procedures which will be
used to assure compliance with the standards) at the end of the
variance period. A governor may request a variance for one year
and may also request a one year extension. The Secretary will
have final authority to grant the variance and the extension.

MINIMUM STANDARDS TO BE WITHIN !ONDARIES OF HOISTING STATE
STANDARDS: The National Advisory Committee may not recommend a
standard in any category which is more or less rigorous than the
most or least rigorous state standard for the same category in any
of the states. For example, suppose' Utah has the most rigorous
state prese-vice training requirement in the nation - 20 hours.
The Advisc.-y Committee would be prohibited from recommending a
national preservice training requirement of 21 hours. By the same
token, suppose Connecticut has the least rigorous state preservice
training requirement in the nation - 2 hours. The Committee would
be prohibited from setting a 1 hour training requirement.

ADDITIONAL CO1 ' PERIOD FOR NEm STANDARDS (IF ANYI If the
National Adv -'.' Ccrz-ttee recommends a standard in any category
in w nz state c:rrenty has a requirement, there will be an
az.:n.al 2C day coirrcent period before the Secretary may
estalils! that standard.
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EZAXPLES OP 3YAYK~uRS I~ n~ozna
B~'AI C~fPL1AMCE V!!'E PEDUAL

Social Security Act - Medicaid

Federal Water Pollution Control Act

National S:hool Lunch Act

Federal Aid Hichwev A:t

O:ccue:atna: Safe: v ant Health Act

Clean Air Act

Federal Food. Dr.: and Coumetic Act

Federal Aviaticr, Ad-:nsFtratior

WS pertozance standards for
educational, health and social
services, and parental
involvement.

Federal nursing home standards
in areas such as health and
safety and patients rights.

States must adopt plans
satisfactory to EPA with
standards for water quality,
waste disposal, and toxic
substances control.

Minimum nutritional guidelines
and income limits for free or
reduced price lunches%

States which have not imposed
a minimum drinking age of 21
lose federal highway funds.

Federal standards for toxic
substances, protective
equipment, fire hazards, noise
pollution, etc.

States which do not develop
plans meeting federal air
standards lose federal funds.

Advertising and labeling
standards for food and drugs
in interstate commerce.

Standards to ensure the safe
use of navigable air space,
including airport
construction, air traffic
rules, pilot training and
aircraft maintenance.



246

U7IEUTAL CHOICE AND CMVAMVIT I MILD cain

ACTORS IICTNG PARIM 2UOC T CRMi T

Funds go directly to families for all
forms of care (including church-based) YES YES

Sets minimum national standards (incl.
parental involvement) to help parents
measure and improve program quality YES NO

Parents have right to help set child
care standards and policies on national,
state, and local levels YES NO

Providers must ensure unlimited parental
access to children during the day YES NO

Provides funds tc increase the supply
an- variety of care, thereby expanding
parental options YES NO

Assures serv ces for parents working
odd-hours ant for children with special
needs YES NO

Can pay f!: cost of care for very
low-income far..ieE YES NO

Provides funds for school-age children YES NO

Funds resource and referral programs
to educate parents about child care
options and choices YES NO

Establishes consumer education programs
on licensing and complaint procedures YES NO

Requires public hearings and opportunity
for comments on services in each state YES NO

Requires states to record and make
available substantiates parental

YES NC
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P_9 olloie mbers of The Allimoce For Setter Cild Care
dorse The-X©r EoTE 7ei aETi "l

Amalgamated Clothing and Textile Workers Union
Amalgamated Transit Union
American Academy of Child and Adolescent Psychiatry
American Academy of Pediatrics
American Association for Marriage and family Therapy
American Association of Classified School Employees
American Association of Psychiatric Services for Children
American Federation of Government Employees
American Federation of Labor and Congress of Industrial

Organizations (AFL-CIO)
American Federation of State, County, and Municipal Employees, AFL-CIO
American Federation of Teacners, AFL-CIO
American home Economics Association
American Orthopsychiatric Association, Inc.
American Postal orderss Union, AFL-CIO
American Psycnological Association
Association for Regulatozy Administration in Human Services
Association of Jonicr Leagues, inc.
BaKery, Ccnfectonery', a-c Toac:c Worxers Internationa" Union
BP.'/,.SA

Breac fcc tne ~c
Camp Fire, :nc.
CATALYST
Center for Cnifd and Fa . j Stides of tne Far vest Laz
Cente: for i :rer.n~ j :c
Cnild Care Action Car, pa~q
Cnilc Care ELmpoyees' Prozect
Cnild Care N.trition Prograr Sponsors' For.7
Cnild he fare League of America
Children's Defense Fund
The Children's Foundation
Cnurch Women United
Christian Children'- Fund, Inc.
Church of the Brethren
Citizen Action
Coalition of BlacK Trade Unionists
Coalition of Labor Unicn women
Corr.ttee for Cn.ldren
Communication WorKers of America, AFL-CIO
Community Nutrition Institute
Council for Exceptional Children
C-Qncil of Chief State School Officers
Council of Jeis6. Federations
Department fcr Professiona: Er~)oyers AFL-CIO
DO5..Osic Lac. Ea:. --. fcr Exce~t;.0na. Cn;.dCren.
£1ementary Scnoc Cen:er

Fa-!y sz..cc ~:
Fooc Researcr- Ac:.cn Cen:er
Future Homemakers of America
General board of Cnurcn and Society of the United Metnodist Cnurch
General Board of Global ministries of United Methodist Church
Gray Panthers
High/Scope Educational Research Foundation
Industrial Union Departwent, AFL-CIO
International Ladies Garment Workers' Union
International Union of Electronic, Electrical, Salaried,

Machine and Furniture Workers, AFL-CIO
L.theran Office for Government Affairs
NA'AMAT USA
National Association for the Education of Young Children
National Association of Commissions for Women
National Association of Latter Carriers
National Association of Social Workers
National Association of the State Directors of Child Development
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National Asaociation of Working Women - 9 to 5
National 5lacK Caucus-aW Center on the Aged, Inc.
National Black Cnild Development Institute, Inc
National Coalition for Campus Child Care, Inc.
National Committee for tne Prevention of Child Abuse
National Commurity Action Foundation
National Consumer League
National Counci: o! Ne;rc women
National Con: ; o! tne Cn~rches of Christ, Child Advocacy Pro3ect
Nation&*- Cc. ;nc:. cn Fatrily Relations
National Co nc~i on tne Aiing, Inc.
National. Federation of Federal E ;:oyees
Nationa: Heac Star:. Ass:caticn
National Ne:w:: of R.raCay and Yo4th Services
Nationa: P;ertc~ Ric:an For.;-
Nac;'nb *ho-en *s .a.. Center
Nationa: Women's Poitica. Caucus
Thns Newspaper C..iJ:
Office and P:ofessicna: Erloyees International Union
Parent: Cooperative Prescnools International
Parents Action Committee
Pubic Employee Depar:ent, AFL-CIO
Rainbow Coalition
Save tne Cnildren
School Age Child Care Pro~ect
Service Employees International Union, AFL-CIO
Society for Research in Child Development
Sootnern Assoiation on C ;ldren Under Six
Union cf American hee:- Congregations
U n it e: A.:;c ior~ers
United Cereora. Palsy Association, Inc.
Unite: E ectrica: horKers' Union
United Food an. Co-,ne:cial Workers International Union
UnIte d Stee:wozers of America
Vo...ntee:s c' A'e:ica

Y04:A C' ti .SC.L., . .:Icna. boar:;

COSPONSORS OF THE ACT FOR BETTER CHILD CARE SERVICES (S. 5)

DODD

Hatch Riegle
Kennedy Lautenberc
Mitchell Daschle
Nikuluki Bingaman
Chafee Sarbanes
D'Amato Biden
Cranston Rockefeller
Hollings Kerry (M-A
Poll Leahy
Metzenbaur Baucus
Matsunaga Sasser
Simon Lieberman
Harkin Kerrey (NE;
Adams Inouye
Sanford Bryan
Reid Kohl
Bradley Wirth
Burdick Levin
DeConcini Bumpers
Moynihan
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(Martla andXl@y, Inc. Xay 31-June 5, .
voters nationwide, both Democrats and Republicans.)

OJST!ON/ISSUE TS Nno

CI2rD CAR AN IMPORTANT ATIONAL ISS'M s |61 120
Southern Voters: pot go
Denocratst 93% 7%
In"dprmdenta: 1 7% 12%Female voters: got It

MRD CANE HAD TO 7, :4 17F
Southern Voters7 14%
DOmocratst 0t 12%
Indosendenth: 75% M5%
Female Voters: 77150

D2I=AD ICDS SUPPLYe 1 % 21%
Southern Voters: 60% 19%
Democrats: 70% 17%
Indepndents: 65% 20%
Female Voters: 66% M8%

PAR ITS WORK BECAUSE THET NUST AND GOV'T
SHOULD AMP TMO WITH CHILD CARE UPENSESt 73% 22%

Southern Voters: 74% 21%
Democrats: 83% 14%
Independents: 75% 22%
Female Voters: 79% 18%

FAVOR S2.5 BILLN ABC BITL? 60% 32%
Southern Voterst 61% 28%
Democrats: 70% 20%
Independents: 60% 32%
Female voters: 644 28%

INVEST 32.S BILLION IN LIGHTOF DEFICIT? 64% 32%
Southern Voters: 64% 29%
Democrats: 76% 21%
Independents: 64% 32%
Female Voters: 68% 27%

ZNv..wUM FEDERAL STANDARDS? 75% 22%
So,:;e:rn voters: 74% 23%
Democrats: 81t 17%
Independents: 78% 20%
Female Voters: 77% 20%

ABC vs. TAX CRE=:T FOR AIL FAMILIES: 52t 34%
Sou:tern %'ers: 51 37%
:enocrats: 5e% 28%
Indepen:en:s: 54% 34%
Female Voters: 56% 30%
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SUMARY OF DODD-KENNEDY AMENDMENT FOR ABC CERCH-STATE LANGUAGE

IMRO The agreement described below revises the ABC bill's
treatment of religious discrimination in employment and
admissions for providers receiving ABC assistance. Also included
is new language governing those situations in which more than 80
percent of a sectarian-baced child care provider's operating
budget is composed of public funds. The agreement leavef intact
ABC's existing language governing sectarian purposes ar.d
activities (Section 19(a)], restrictions on the use of foinds for
instructional services [Section 19(b)], and the language tying
ABC funds to the nation's civil rights statutes (Section 20(a)].

The basic effect of the agreement is to prohibit religious
discrimination by all ABC-funded providers in both admissions and
employment while permitting a limited form of preference to be
exercised in certain situations based on an individual's pre-
existing relationship with the organization which owns or
operates the child care provider. Where 80 percent of a
provider's operating budget is composed of public funds, no
preference would apply due to the predominance of public funds.

Every religious and educational organization which
participated in the negotiations endorses the new language and
agrees not to seek further amendments to the bill in these areas
(pending approval of Committee report language).

EIGHTY PERCENT PUBLIC FUNDS TRIGGERS HEAD START DISCRIMINATION
LANGUAGE: If a child care program receiving ABC funds receives
80% or more of its operating budget from public sources, no
religious discrimination on the basis of employment or admissions
will be permitted. (Head Start language).

PROHIBITION ON EMPLOYMENT DISCRIMINATION: Nothing in this
section shall be construed to modify or affect any Federal
law relating to employment discrimination on the basis of
religion.

Religious discrimination in employment prohibited if the
employee's primary responsibility is working directly with
children in the provision of child care services. If two or
more individuals are qualified for any such position,
nothing in this section shall prohibit a provider from
hiring an individual who is already participating on a
regular basis in other activities of the organization that
owns or operates the provider. A "grandfather" provision is
included fo. existing employees of the child care program.

PROHIBITION ON DISCRLMINATION IN ADMISSIONS: Religious
discrimination in admissions by providers receiving ABC
funds is prohibited. Nothing in this section shall prohibit
a provider from selecting children for child care slots that
are not funded directly with ABC assistance because they or
their a-ily me.-ers participate on a regular basis irn other
activities of the organization that owns or operates the
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RELIGIOUS AND EDUCATIONAL ORMI3ATIONS WHICH ENDORSE
THE DODD-EDIMED! CHURCH-BeA1'E hnT

AND AMRE NOT TO SMUFRH HNI

The United States Catholic Conference
The National Education Association
The National Parent-Teacher Association
The American Jewish Committee
The United Church of Christ
National Council of the Churches of Christ
The American Federation of Teachers
The National Council of Jewish Women
The Council of Chief State School Officers
The Council of the Great City Schools
B'nai B'rith Women
Council of Jewish Federations
The National School Boards Association
American Association of School Administrators
Union of American Hebrew Congregations
Church of the Brethren
The National Association of State Boards of Education
NA'AM.AT USA
General Board of Church and Society of the United Methodist Church
General Board of Global Ministries of the United Methodist Church
Progressive National Baptist Convention - Women's Auxiliary
Women's Convention, Auxiliary to National Baptist Convention USA.
Ecumenical Child Care Project
Office of the Episcopal Church
Bread fov the World

20-453 0 - 89 - 9
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PREPARED STATEMENT OF SENATOR DONALD W. RiEGLE, JR.

I would like to thank the distinguished Chairman, Senator Bentsen, for holding
this two-day hearing on child care.

A recent poll shows that 86% of voters consider child care to be an important
national issue. The Finance Committee already has some eleven bills relating to
child care before it. President Bush has indicated his strong interest in addressing
the child care needs of the country. Clearly, there is a call for national leadership.

A number of states, localities, and private employers, from businesses to churches,
have developed innovative ways to meet parents' needs, but overwhelming evidence
suggests that the supply of safe, affordable care is not meeting the demand for it.
This market failure requires that we act, not only for the well-being of our nation's
families, but also for our country's competitive future. Children need a nurturing
environment to be ready to learn and later to become productive workers. More-
over, parents who are not secure in the knowledge that their children are being
properly cared for cannot be fully productive workers. with the reported shortage of
skilled workers, we cannot afford to lose workers because they were unable to find
safe and affordable care for their kids.

I believe that if we are serious about meeting the nation's child care needs, our
approach must be a comprehensive one that addresses the present shortcomings of
child care, namely, its affordability, availability, and quality. The Act for Better
Child Care Services, the ABC bill, offers such a comprehensive approach. An ap-
prcach that provides minimum federal standards upon which the states have great
lexibility on which to build. I applaud my good friend from Connecticut, Senator
Dodd, on his tireless efforts in crafting the package and am pleased to be an original
cosponsor of the bill.

I am also a cosponsor of the bill offered by Senators Packwood and Moynihan. I
view their bill as a complement to the ABC bill and not a substitute for it. My co-
sponsorship of it was primarily driven by its provision to make the dependent care
tax credit refundable. I strongly believe that we should target available resources,
whether they be directly appropriated or indirectly provided through the tax code,
to the most needy. This change if coupled with expansion and improvement of the
earned income tax credit should help the working poor to become self-sufficient.

To supplement any comprehensive effort on child care, I have introduced two re-
lated measures, S. 268 and S. 704. S. 268, a bill to amend the State Dependent Care
Development Grants Act, strengthens the Latchky program, a program that pro-
vides federal grants to the states to furnish funds for community groups and schools
to establish or improve before and after school child care programs. Since the early
1980s, I have been deeply involved with the well-being of our nation's estimated two
to six million latchkey children. Last year, we secured the highest level of funding
in the history of the program, but the problem still remains. I look forward to work-
ing to improve this program and to make it more available to families across the
nation.

I have also introduced S. 704, the Social Services Block Grant Restoration Act of
1989, which increases the authorization of Title XX by $200 million for each of the
fiscal years 1990 through 1992 for block grants to states for social services. Present-
ly, Title XX is the largest source of direct federal funding for state child care pro-
grams. Typically, 20 percent of Title XX funds are used for child care services.

Mr. Chairman, I would also like to indicate my strong interest in public-private
partnerships in the provision of child care services. Last year, I introduced S. 1071,
the Child Care Public-Private Partnership Act, which would have provided grants to
non-profit agencies to establish a community child care fund. Not less than 50 per-
cent of the funds would be contributed by private businesses. The funds could be
used to help low-income parents pay for child care and to expand community child
care programs.

PREPARED STATEMENT OF JOHN D. ROCKEFELLER IV

Mr. Chairman, I share your concern for our nation's children and I greatly
admire the leadership you have shown in holding these very important hearings.
It's obvious by the sheer number of bills that have been introduced this year and
last that Congress is dead serious about grappling with the issue of how to help
American families deal with day care.

The issue of day care is a very important and emotionally charged one. Yesterday,
Mr. Chairman, I know this committee heard a wide range of opinions and recom-
mendations on what the federal government should do to respond to the tremendous
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child care needs of the nation's working families. And I look forward to today's
hearing which will provide us with additional inights and thoughts.

I was only able to spend a short period of time at yesterday's hearing, but I was
immediately struck by the immense interest in and strong feelings, on both sides, on
how the federal government should help American families. Because child care leg-
islation would affect our most valuable resource--our children-I am glad that we
are taking the time today to look closely and carefully at some of the child care
proposals that have been introduced.

Many, many people care deeply about child care, and I am one of them. I am a
cosponsor of the ABC bill and the Packwood-Moynihan tax credit bill. I think of va-
riety of things can and should be done to help make child care affordable, to make
sure children are properly cared for, and to ensure that even in rural Appalachia,
parents have child care available to them.

In Kanawha County, one of the most urban counties in West Virginia, there are
no day care centers that take care of children under the age of 3 months. Many
women must go back to work after their 6-week maternity leave is over, and they
are forced to rely on the unregulated, unlicensed, word-of-mouth of child care that
takes place in private homes. This is too haphazard of a system on which to rely.

In my own state of West Virginia, 13 counties have no day care centers and 20
counties have only one center. Two-thirds of the working mothers in West Virginia
are either the sole wage earners or are married to men making less than $15,000 a
year. Finding affordable day care is practically impossible for these families.

In West Virginia, the number of day-care centers in the state has grown from 154
in 1986 to 172 in 1988. But the number of West Virginia women with children under
the age 6 is growing at the annual rate of 12,000 a year. The supply of day care
centers is not keeping up with the demand for child care in West Virginia. And I
am sure this is not limited to West Virginia.

Economic reality is the driving force behind the decision of many women to enter
the work force. Staying at home is a luxury most families can't afford. Given that
we have a very, very limited pot of money to help families, we must be careful,
whatever approach or combination of approaches we take, that we target the need-
iest families. We can't afford not to do this.

PREPARED STATEMENT OF SENATOR WILLIAM V. ROTH, JR.

Mr. Chairman, I am pleased that the Finance Committee is once again examining
the important subject of child care. This session like last session, the Committee has
before it a number of different proposals to address the growing need for affordable,
quality child care. I intend shortly to add my own proposal to this group. Hopefully,
the next two days of hearings will move us closer toward taking sensible action on
child care.

I am delighted to point out that among today's distinguished witnesses are two
from my home State of Delaware. Mr. Charles Hayward, Secretary of the Delaware
Department of Services for Children, Youth and Their Families, is here on behalf of
the American Public Welfare Association. And the Honorable Jane Maroney, the
Chair of the Delaware House Committee on Human Resources, Children and Aging,
is here to represent the National Conference of State Legislatures. Jane has been
actively involved in family and children's issues for several years now. She is no
stranger to Capitol Hill, having previously testified here regarding child care and
child support enforcement. With nationally recognized spokespeople like Charles
Hayward and Jane Maroney serving the state government in Delaware, it is not
surprising that my home state has gained a reputation for being one of the more
enlightened in its approach to child care.

Mr. Chairman, I firmly believe that each state governments not just Delaware's,
is in a far better position than the federal government to determine how best to
respond to the child care needs of its own communities. Therefore, any plan to
expand federal assistance for child care should preserve state flexibility. The federal
government can play a useful role by providing funds to states for child care with-
out attempting to micro-manage their use of those funds, and without imposing new
federal regulations.

As we weigh the merits of the comprehensive plans that have been proposed to
improve the child care situation, we should not overlook innovative proposals on a
smaller scale. This year, I will again propose that senior citizens working in child
care be exempted from the Social Security earnings test. Such an exemption would
enable older Americans who are interested in working with children to get involved
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without fear of losing their Social Security benefits. I hope my colleagues will be
receptive to this and other innovative proposals.

There are important issues to be discussed in the next two days. With the proper
approach, we can make significant progress toward helping American families meet
their child-care needs.

PREPARMI STATEMENT OF DAVID Russo

Mr. Chairman and Members of the Committee, my name is David Russo, and I
am Director of Human Resources for SAS Institute Inc. of Cary, North Carolina. I
am here representing the American Society for Personnel Administration (ASPA).
ASPA is the world's largest professional society devoted exclusively to excellence in
human resource management. I am an active member in two local ASPA Chapters
and currently serve on ASPA's National Training and Development Committee.

With over 40,000 members, ASPA represents individuals employed by companies
which collectively employ more than 41 million people. ASPA members include
managers from a cross section of American business-from large corporations to
smaller family operations.

As Director of Human Resources for SAS Institute, I am responsible for the ongo-
ing operations of our on-site child care facility. As a result, I have firsthand knowl-
edge about what is involved, from a corporate perspective, in the planning, develop-
ment, and operation of on-site child care. Although many people know of SAS Insti-
tute as "that place with the day care center, I would hate to leave here today with-
out telling you that as well as supporting on-site child care we also develop, market
and support some 16 computer software products that make up the SAS System.

When I was hired by SAS Institute in 1981, the Institute was a five-year old com-
pany with 70 employees. However, it was also a young company where top manage-
ment was receptive to innovative ideas conducive to a good work environment. Since
that time, we have grown to more than 1200 employees at our company headquar-
ters and have established regional offices' in the U.S. and Canada, as well as 16 sub-
sidiaries throughout the world. With the complete support of our company Presi-
dent, Dr. James H. Goodnight, and without federal mandates, we've been able to
create a working environment that is seen as a model for company commitment to
employees.

To meet the growing needs of employees for quality, affordable day care, in 1981
SAS Institute established an on-site, company-paid child care center with eight chil-
dren. In 1982 we opened our first 5000 square foot building for 60 children and 15
caregivers. In 1985, we opened our second facility, a 16,000 square foot building, ca-
pable of housing 140 children from tv o to 5 years of age. The original facility now
houses our infant classes, which are children 6 weeks to 12 months, and some of our
toddler classes, 1-2 years old. This yi' 'tr we will be constructing an additional child
care facility of 24,000 square feet to meet our present and future child care needs.
Our Centers are the only company-sponsored Montessori child care center in the
nation.

We believe that commitment to employees is vital to recruitment and retention of
staff. In North Carolina, we operate in an area of very low unemployment-only
3%, which, as you know, can often increase turnover for an employer. Yet turnover
rates at the Institute were less than 6.4% in 1988, well below the accepted computer
industry range which averages 12 to 18%. We believe that the center has given us
the opportunity to demonstrate to other businesses, by example, that proactive em-
ployee and family support programs positively affect profitability.

I would be the first to recognize, however, that what may work for one company
may not r.% rg for another. Competitive conditions vary. Product lines are different.
I believe that each company must address the child care issue as it sees appropriate,
investigating all available options and choosing what will work best for them. At
SAS Institute, we decided that a commitment to on-site child was in our best inter-
est. On-site child care is a workable alternative, yielding company and employee
benefits.

ASPA is proud to have been a forerunner in the business community in articulat-
ing positions supportive of legislative action in the child care area. As early as Jan-
uary of 1988 the ASPA Board of Directors approved principles with regard to sup-
porting federal legislation. (Enclosure I).

ASPA's involvement in this area has also included nationwide seminars for our
members on "The Child Care Challenge: Options for Business" over the past two
years, designed to equip employers to design and implement effective child care'
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programs. Additionally, we pilot tested the Department of Labor's Work and Family
clearinghouse on progressive programs and policies with our members.

ASPA also conducted a 1988 survey of our membership, "Employers and Child
Care: The Human Resource Professional's View" to ascertain their needs. I have at-
tached an executive summary for your convenience (Enclosure II). I believe the re-
sults would be helpful to this Committee in your deliberations on this issue.

The ASPA survey made' the case for tax credits for employers establishing child
care facilities (or other work-family programs)-it found that 77% of the human re-
source practitioners cited expense as a major obstacle to their employer being in-
volved in child care.

Additionally, the survey revealed that 76% of the respondents viewed liability as
a major obstacle to employers' ability to offer child care. Accordingly, ASAP sup-
ports reform in tort law relating to child care providers. This would reduce liability
barriers to business participation in child care. Likewise, we support funding to
assist states in establishing liability insurance risk pools for child care providers.
This would ease the existing difficulty for businesses in obtaining liability insur-
ance.

In light of our concerns with liability and costs, we also support grants to small
businesses which participate in a single child care facility or program. Such legisla-
tion will foster community resource coordination and cooperation as small organiza-
tions work together to address the work and family needs of their employees.

Employers have voluntarily begun to support programs to help parents deal with
the care of children before and after school and while they are sick. ASPA supports
grants for these types of programs which would encourage such creative efforts.

ASPA also believes that elder-tot programs should be encouraged by exempting
income earned from child care from consideration under the Social Security earn-
ings test for elderly recipients. Although the elderly are some of the most reliable
and capable child care providers, they are often discouraged from providing child
care because the extra income would cause their social security benefits to be re-
duced. By removing this barrier, one of the largest available pools of child care
workers could be tapped. In addition to addressing the shortage of child care provid-
ers this provision would also encourage valuable interactions between generations.

ASPA's child care survey also found that the primary reason that employers may
not implemented various work and family programs and policies is because they
have not yet considered them. Therefore, ASPA supports legislative provisions
which foster information programs and encourage voluntary business participation
in child care programs.

For example, ASPA supports a President's award program for employer practices.
This would be low cost, easily implemented, and will accelerate the implementation
of creative policies. Also, ASPA is concerned that the welfare reform bill which was
signed in to law on October 13, 1988 and effective January 1, 1989, contains a provi-
sion which will negatively affect dependent care assistance programs and tax cred-
its. This law should be repealed and other similar initiatives carefully reviewed be-
cause they are inconsistent with Congress' stated concern with child care.

We look forward to continued discussions over the appropriate government role in
child care and hope that you will turn to us for Human resource expertise as the
Congress continues to examine this important and complex issue.

This concludes my statement. I would be pleased to answer any questions from
members of the Committee.

ENCLOSURE I

CHILD CARE POSITION STATEMENT

The American Society for Personnel Administration supports efforts intended to
increase the availability and affordability of quality child care services through tax
incentives and programs which provide for maximum local control. ASPA believes
that federal legislation addressing the child care issue should create incentives for
providing quality child care but should not create a federal entitlement or impose
unnecessary federal standards in an area best left to local control.

(Approved by the ASPA Board of Directors in January 1988.)
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ENCLOSURE I

EMPLOYERS and-CHILD CARE
The Human Resource ProfessIonim iew

1988 Child Care Survey Report of the American Society for Personnel Administration

EXECUTIVE SUMMARY
T he American Society for

Personnel Administration
(ASPA) has conducted the
first national study of its

members' views on the subject of
child carm In March, 1988 a ran-
dom sample of 5,554 human
resource professionals was selected
from the ASPA membership, and
1511 usable responses were receiv-
ed (response rate - 27 percent).

This survey not only address-
ed the present level of member
interest, awareness and involve-
ment in child care, but also in-
quired about specific services their
employers are considering or have
implemented Another important
goal of ihe survey was to examine
the perceived obstacles to their
employer's involvement in child
care, as well as to uncover member
opinions about related legislative
initiatives.

Survey Sample Demographics

Company size is an important
demographic variable in this study.
The size of an organization relates
closely to knowledge of and activi-
ty in child care Because of this,
many responses were analyzed
using data grouped by company
size.

Almost 40 percent of the
respondents were from companies
of small to medium size (100-500
employees), 25 percent were from
medium to large companies
(501-1500 employees) and 25 per-
cent were from large compares
(more than 1500 employees)
Twelve percent of the sample were
from companies with less than 100
employees.

Manufacturing was the in-
dus.ry category in which the Largest
percentage of the sample was
employed (45 %). Finance, in-
surance, and real estate was the next
largest industry category repre-
sented (14%), followed by the ser-
vices category (7%). The geo-
graphic regions most heavily
represented were the midwest
(29%), northeast (23%) and
southeast (16%),

Slightly less than half of the
survey respondents held the title of
Director or above (45%) The other
half consisted primarily of Managers
(36%) or Administrator/Specialists
(14%).

01
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SmileR A
Currewt Involvement in Child
CaM

While half the respondents
surveyed state their company is not
yet involved in child care, the other
halfbave some level of involve-
meiA. The majority of these are in
&, proce&r of exploration, ranging
.,cm rese2rching the issues to in-
vesMgating employees' child care
needs. mt*n percent of the sample
cwrrentfy provide some type of
cbld care support or service (see
Figure 1).

Regardless of company size,
three percent of the respondents
believe their companies are very
adequately meeting the child care
needs of their employees and 16
percent say they are adequately
doing so. This leaves the majority
who state they are either less than
adequately fufilling their em ployees'
child care needs (57%) or are
unsure about it (24%).

Adequacy of Employer
Information on Selected
Child Care Issues

As Figure 2 dispt s, there ap-
pears to be a-general need for more
employer information on child care
and greater knowledge about
employees' child care needs.
Respondents were most informed
about the tax advantages for
employees choosing child care
through a flexible benefitsavings
plan, although large companies
were more likely to have this infor-
mation. Approximately half of all
respondents state their companies
are informed on proposed federal
legislation.

Companies need more infor-
mation on the costs of providing
child care As later data reveal,
employers perceive cost as one of
the biggest obstacles to becoming
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more involved in child cam Up to
77 percent of those from small
organizations state they are not
informed on cost, with those from
Larr organizations somewhat
more informed. However, even for
these, half report they are not ade-
quately informed.

Regardless of company size,
the majority of respondents state
they do nor have a current assess-
ment of their employees' child care
needs. Almost 80 percent report
they are not up-to date or are un-
sure if they are up-to-date in assess-
ing their employees' needs.

section e
Employer Activities in Child Care
Support and Services

More than one approach can
be taken to assist employees with
their child care needs. Respondents
were asked to describe their com-
pany's choice of initiatives which
were categorized as the following:
1) Financial Assistance, 2) Informa-
tion Services, 3) Company Owned/
Sponsored Child Care Services,
4) Alternative Wbrk Schedules, and
5) Family Leave Options.

Financial Assistance

The two financial assistnce
methods which are most popular
include flexible benefit plans with
a child care option, and Section
12 5 savings plans. One out of two
companies in the sample have con-
sidered, are currently considering,
or have implemented one or both
of these benefits. Although larger
establishments are more likely to
be providing or considering these
plans, small companies are con-
sidering these benefits as well.

M m m s. W inS. o n
--m~mW -m - mm sm m- -

hind 5 III,3 Sin)PIS bOW W Nli0

C k se ................ 25% 16% 23% 32% 26% 36%

Resrhng; C oi~e-
chid careneed ...... ......... t0 6 6 13 22 20

Cundy dhoxint child
cae service ..................... 4 1 2 4 10 7

Com ny prodn chid
care serve ...................... 10 2 6 14 15 26

care service ..................... 4 0 1 3 10 12

Nm currently involved in
chlld ca e ..... 53 71 63 42 36 31

Other... 5 6 4 7 7 5

NOTE, Percenalp may not equal 100 beame amw dm orw repom may be dxced

k-l~lfl

k YW, Cipww bmd = do

FoWW TOhW 1 m u

Tax advarges for employees choosing
child care tough ftexbl benef
plan ...................................................... 60% 27% 13%

Proposed Federal legisLaion on child car
issues ..................................................... 5 1 29 20

Tax advantages for employers who provide
hid care ............................................ 43 35 22

Research on effects of child care on
productivity, absenteism, etc .................... 38 44 18

Employer cos of providing child care
services ................................................. 33 46 21

Current assessment of arployces' child cae
leeds .................................................... 2 1 6 3 16
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One out of three companies
either have an inflbnadon/referral
service or are considering It. These

S services, where companies gather
and disseminte Information on

. -' - .- ; 'a- available child care in the corn-
munlr, are most frequently
reported by respondents from
larger companies. Counseling set-
vices which help working parents
cope with 6mimy stresses ar also

- t place or being considered by
Stn on half of the larger

Owned/Sponsored

t s such as employer-
: pkop child cu centers,

ce1 s *ovkled by contractors,
and ftildere consortiums are
kxatin kw companies. Currently,
ft paN of all companies

r1 an employer owned/
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(more than 1500
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Other types of child care ser-

vices such as employer conribu-
tons to after school programs,
telephone "hot-lines" and nursing
services for sick children hav not
yet been Inrvestigated by the ma-
jority of companies. This holds
true regardless of organizational
size.
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vide icude alternative schedule
especially part-tim wok, and fin-
time to ast with employees' idd
cae needs. One out of two com-
panis haw par-tim work anz
able, and over one-third have &m-
time arrangements. Although there
is still a positive relationship be-
tween provision of these options
and company size, a significant
number of small companies offer
these alternatives to their

rwi Lanw -pdm
Respondents were -asked to

describe what types of leave op -
portunites their company curren-
ly provides to parent. As FIgure 3
reports, pregnancy diabitity Is the
type of leave offered mos fre-
quently by employers. This Is leave
granted fio pregnancy which ends
after the woman give birth and the
doctor allows her to return to
work. if the company has a dsa-
buty poUcy, then, by law they
must Include pregnancy as a disa-
bility. Paid pregnancy disability
leave is offered by more than two
thirds of the sample,

Maternity leave was defined as
leave given the mxher to be with
her child, even though she is
healthy and able to work. 1en per-
cent of all companies report they
offer paid maternity leav This is
fairly consistent across company
size, with a range of seven to 13
percent. Unpaid maternity leave Is
offered by 44 percent of all c -
panks. Forty five company (3%)
offer paid paternlty leave with un-
paid paternity leave offered by 19
percent.

Almost all companies (95~i
which offer paid pregnancy
disability leave do so for longer
than four weeks. Half of these offer
paid leave for more than eight
weeks. Small companies were less
likely than largr companies to of-
fer paid leave for longer than et

The majority of companies

Type of FmI* La.o iu

(ii- 1511)

Paid .................................... 68 %
Unpaid Disability ................................ 41

Partially Paid Disability ............................. 23

Paid M eternity .................................... 10

Leave charged to vacation.
sick, or other leave ................................ 15

Unpaid Maternity .............. ........... 44

Part-Time Return ................................. 17

Flexible time off .................................. 9

-tLe
Paid Paternity .................................... 3

Unpaid Paternity ................................. 19

Paid leave charged to
vacation, sick, or other leave ........................ 21

Temporary Part-Time .............................. 2

Flexible Time Off ................................. 5



which provide paid maternity leave
ofr it for ft to eightweeks
(59%). Another 32 percent ofkr
this leave Ix more than eight

Sweelm Unpaid mammit levei

more than eight weeks (63 %).
Thirty of the 45 companies

which provide paid paternity leave
reported a spedfc rine period. Of

.those 30, sbay percent offer it for
" es than four weeks. However, un-
aid paternity leave is available for

nwmre than eight weeks by the ma-
Wty (65% ) of the 246 companies

wo offer it.
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.Aa, 1. ' wlwt in Child Care

The Intent of this section
- . ' to lean what the respondents

"=stc to be obstacles to their
,coaapai imjmivemnent in child

.he;antial obstacles were listed
Sand the niobbvimm were asked to
circle the appropriate number on a

'4he ranging from I (not an
oftle) to 5 (major obstace). Cost
and I ilty issues, concern over
equity c employee benefits, em-
ployes iffla2t with child care
options, coftmitrent from top

=r~emn0*d omany n-vovrent in b~mily matr were
~some of the *dics addressed.

e The survey found all corn-
panies are esoecla y concerned
with expense and abillry In-
surance. Respondents generally are
Imia withthe child care options

d ~ available sD them; although the
corn4kp ty of a Child care system is-'"an Q,,a. enfor ou" Lack of comn-
nslmaent from lip management
was cited as a citajr obstacle by
about half of al cosrpardes, and
the lack of research evidence into
the long ter benefits of providing

Cid Care was also a major
concern.

I
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Empltyr Prtspd of Child
Care 1.gslation

Because of the increased In-
terest of Congress in child care,
and the numerous related k-gisla-
tive proposals, a section was in-
cluded in the survey to examine
respondent's opinions on certain
legislative initiatives. Specifically,
questions were asked regarding
funding responsibilities, incentives
for increased employer Involve-
ment in child care, and legislation
mand2ng certain entitlements.

Survey respondents hold
strong opinions about who is
resisible for child care. Most
agree that the funding of child care
is not primary the responsibility
c f the employer or the govern-
nent, but the employee However,
there is mixed reaction about
whether the funding of child care
services should be shared between
the government, employer and
employee.

Most respondents do not ad-
voc2te government control over
child care issues. For example, 83
percent disagree with mandated
paid parental leave, and 69 percent
disagree with mandated unpaid
parental leave. Most also do not
agree with legislation which gives
pregnancy disability preferential
treatment over other disabilities.

Three out of rour companks
would like taxi bcntives for pro-
viding child care aulstance, and
one out of two agree government
grants should be provided for
employer sponsored programs.

How to Obtin Additional
Information

A full report with detailed in-
formation on each of the above
sections is available from the
American Society for Pesonnel Ad-
ministration. Most data is analyzed
and displayed for all companies
and by company slar- The cost of
the report is $35.00 for ASPA
members and 150.00 for non-
members. To order, complete the
following ASPA Publications Order
Form:

ASPA PUBLICATIONS ORDER FORM
HOW TO ORDt: To asure the member discount, you must inctude your member number
as it appears on your membership card or on your masLn label.

ALI order ut proceed Immediaty upon receipt Pease allow 4 weeks for Post Office
delivery Orders muse be prepaid. A check or credit card Inlormamrt wsi speed processing
Do not Include cash SEND YOUR ORDER TO:

ASPA/tMakerLng Dept_ 606 N. Washon St., AlzrAsrts, VA 22314

stock t abi Mao-Member oe
NO. Tkk Price Prie hceI

PIM 1 ASAssoojSw 030 50 00

L-ASPA Menoer. Member No PoW & Handli I
Name Add 13 00 per report
Firm __Tide VA resIdents 4 5% tax
Add"_ _
City!stutemZp ._Tot Eficlose

ASPA Chek Enclosed Care my Vis MasterCard
Paymew Ite¢'d Acct. No
Amount
ICmp nyty -kE u
Personal Ck
chapter Ck _ __ Stgnure
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PREPARED STATEMENT OF RAYMOND C. SCHEPPACH

Good morning, Mr. Chairman and members of the committee. I appreciate the op-
portunity to testify today to share with you the views of the nation s Governors in
developing effective childcare legislation.

The Governors believe that a national child care policy must support parents in
their primary role of nurturing and caring for children. It should enable a family to
choose the child care option-whether it is in-home or center-based-that best meets
their needs.

The child care proposals pending before your committee reflect many of the Gov-
ernors' key concerns. These include making child care more affordable for low- and
moderate-income families; increasing the number of child care facilities and quali-
fied staff; and improving the quality of available care.

Expanding the supply of affordable, quality child care is an integral part of our
efforts to reform the welfare system and to move families from poverty to economic
self-sufficiency.

Quality child care also influences the health and well-being of the nation's chil-
dren, and it plays a central role in America's economic viability. Quality child care
is linked not only to the nation's investment in a competitive workforce in the
future, but also to the productivity of the current workforce.

THE APPROACH

The Governors believe that federal child care legislation must strike a balance be-
tween a tax credit and a grant program if it is to comprehensively address the
issues of supply, quality, and affordability, bile a tax credit will help families pay for
child care, a grant program will help states improve the quality, affordability, and
supply of that care.

TAX CREDITS

The Governors believe that tax credits to help offset the costs of child care should
be targeted to help low-income families maintain their economic independence. Af-
fordable child care is critical for working poor families. Ideally tax credits also pro-
vide parents with the flexibility to choose the child care arrangement that is most
appropriate to their families' needs.

The Governors' believe the dependent care tax credit should be retargeted by
making the credit refundable and increasing its monetary value. We applaud a bill
before the committee, the Expanded Child Care Opportunities Act, introduced by
Senator Bob Packwood (R-Ore.) and Senator Daniel Patrick Moynihan (D-N.Y.),
which would make these changes.

These proposed changes to the dependent care tax credit would better target the
benefits to low-income families. These changes would complement the work done on
welfare reform by continuing child care assistance for many JOBs participants even
after the year of transitional child care assistance expires.

Since there is no income cap on receiving the dependent care tax credit, the com-
mittee may want to consider phasing out the credit at upper income levels to help
offset the costs of these proposals.

President Bush's proposal for child care tax credits, introduced by Senator Robert
Dole (R-Kan.) as the Working Family Child Care Assistance Act, also contains a
component to make the dependent care tax credit refundable but does not increase
the monetary value of the credit.

The Governors will consider a new children's tax credit or allowance, such as that
included in the Bush proposal, or an adjustment of the earned income tax credit
that is based not only on income but also on family size. However, the Governors
believe that priority should be given to making the dependent care tax credit re-
fundable to help working mothers and welfare recipients who are trying to become
economically self-sufficient.

GRANT PROGRAM

In addition to a child care tax credit, the Governors believe that a grant program
is critical to addressing the issues of quality, affordability, and supply. The Gover-
nors support A grant program that will give states the flexibility they need to im-
p rove and expand quality child care programs. A flexible grant program will allow
Governors to build upon their existing child care systems, identify priority needs,
and work to address them. It would also give states the flexibility to continue to
experiment with innovative ways to provide child care. This flexibility will ensure
more efficient targeting and use of resources.
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While the Governors like the flexibility for states outlined in the Packwood/Moy-
nihan grant program, they are concerned that it directs a disproportionate share of
resources to the tax credit, rather than to building a child care infrastructure in
each state.

Many Governors have undertaken new initiatives to address existing gaps or
problems in their child care systems:

* New Jersey recently allocated $2 million to increase salaries of day care direc-
tors, head teachers, and direct service staff.

* Arkansas developed a Child Care Provider's Training Fund that uses part of a
licensure fee on providers and is matched dollar for dollar by the state.

o Pennsylvania recently initiated a plan to fund resource and referral agencies
throughout the entire state. This will improve the dissemination of information for
parents and the management of state-subsidized funding such as Title XX.

• Maryland now provides a financial guarantee to banks of up to 80 percent of
loans to construct new child care facilities.

e Massachusetts awards $300,000 annually in child care "scholarships" of $1,000-
2,000 for low-and moderate-income families.

The federal government should support and encourage state efforts such as these
to initiate effective responses to address growing child care needs. These needs in-
clude training child care providers; strengthening licensing and enforcement proce-
dures; establishing liability insurance pools; creating programs for children with
special needs; and developing resource and referral agencies.

REGULATION OF CHILD CARE

The quality and regulation of child care has been, and should remain, a state re-
sponsibility. Many states have enacted or upgraded child care standards and licens-
ing procedures.

e Last year, Arkansas, Colorado, Delaware, and New Mexico adopted annual
training requirements for child care providers.

e Other states, including Arizona, Illinois, Minnesota, North Carolina and New
Jersey, improved their regulatory systems by creating new categories for coverage
of child care services.

The federal government should support, not supplant, these state initiatives. How-
ever, not all states have the resources to establish and enforce optimal child care
standards. The federal government should work with states to improve the quality
of child care. The Governors propose that the federal government provide incentive
grants to states to help improve their child care standards. I'll leave a copy of the
Governors' incentive grant proposal for your consideration.

Only with a national commitment to child care, including an investment from the
federal, state, and local levels and the private sector, will progress be made. This
investment and partnership will heighten the nation's ability to help the millions of
families who cannot afford child care and can improve the quality of that care.
From the Governors' perspective, investment in children is the single most impor-
tant effort we can make to ensure our nation's future economic stability.

The focus of your committee hearing today is an impressive start in a process that
should lead to comprehensive child care legislation. The Governors are committed to
work with you in this important effort.

PREPARED STATEMENT OF HERB STOUT

Mr. Chairman, Members of the Finance Committee, I am Herb Stout, Commis-
sioner in Wake County (Raleigh) North Carolina. Today I am representing the Na-
tional Association of Counties in my capacity as vice chair of the NACO Human
Services Steering Committee. We appreciate this opportunity to testify.

I'd like to give you NACO's views on the two predominant approaches to child
care: tax credits and direct federal resources. I'd also like to talk briefly about my
home county's efforts in child care.

NACO supports increased federal resources for child care. We support a mix of
tax credits and direct federal resources. Both approaches have merit. We would
hope that neither approach is pursued to the exclusion of the other.

I'd like to first turn to the tax credit proposals by discussing the "expanded child
care opportunities act of 1989" (S. 412) introduced by Senator Packwood and cospon-
sored by several of the members of this committee.

We support the provision to make the existing dependent care tax credit refund-
able and expand the credit for low-income families. A refundable credit would give
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law-income families greater freedom of choice in child care arrangements and, life a
negative income tax, increases their income. This approach is an administratively
efficient means of targeting resources to lower income families and complements
the successful efforts this committee undertook last year when it included transi-
tional child care in welfare reform. We are encouraged that the provision seems to
have bipartisan support, including the President's. To help finance a child care
package, we would support a phase out of the tax credit at upper income levels.

Another tax credit proposal that we have reviewed is President Bush's child tax
credit giving very low-income families up to $1,000 per child under four. As a way of
putting more income into the hands of very poor working people, it is a step in the
right direction. But, we do not consider it a child care provision. The credit could be
used for many other important pressing needs such as food, clothing and shelter.
We believe it would be a mistake to construe this proposal as one that meets child
care needs.

Tax credits are not a substitute for direct funding. A balanced approach to federal
child care initiatives should also include grants. We support an increase in the head
start program which clearly is one of the most effective federal programs in exist-
enca. We also support an increase in the social services block grant. However, we
can not support an earmark of new funding for child care as proposed by S. 412.
Counties rely upon the funding for a variety of competing social needs. A Title XX
earmark would hamper local governments' ability to make the tough choices on
meeting its community needs. While we believe that the block grant should be in-
creased, we would urge you to not view it as the primary means of addressing child
care.

The "ABC" bill as passed by the Senate Labor and Human Resources Committee
last month has improved greatly compared to last year's bill. Provisions were added
recognizing the importance of local governments in coordinating and providing some
of the child care. A higher percentage of funding is available to states to increase
supply and improve the quality of care. However, we are concerned about the impo-
sition of a number of new state mandates, including federal minimum standards.

Our position opposing federal minimum standards is one that many of us at
NACO agonize over. As elected officials, county commissioners are there to serve
the public. For many of us, our primary motivation for holding office is to protect
and represent the interests of those constituents who are disadvantaged. We are just
as concerned about the health and safety of children as anyone else.

But we also face the hard reality of complying with unfunded or underfunded fed-
eral mandates. We make the tough choice of either increasing local revenues to
comply with the mandate or reducing other services to pay for it. Many national
goals are commendable, but they do create additional burdens at the state and local
levels. Many of us are striving to meet environmental protection mandates includ-
ing clean air, water and solid waste disposal. We work to comply with many of the
transportation mandates. And, in human services, we struggle to meet the quality
control requirements of the AFDC program.

So, mandates are not new. Nor is our experience that they are not funded fully.
This past experience, combined with the reality that today's federal budget deficit
limits funding available for new initiatives, causes us a great deal of concern when
new federal standards are considered, regardless of the issue.

We also look at new federal initiatives in the context of the shift in financial re-
sponsibilities during the 1980's. State and local governments have taken more than
their fair share of cuts to reduce the federal deficit. According to the Congressional
Research Service, federal grants to state and local governments have decreased in
real terms by 47 percent since 1980. When federal grants are singled out as a per-
cent of total county budgets, the drop is even more dramatic. In 1980 federal grants
were 9.1 percent of county budgets. In 1986, excluding general revenue sharing,
counties only received 2.5 percent of their budgets from the federal government-a
73 percent drop.

We have responded to federal standards and decreased federal dollars by raising
local revenues. The advisory commission on intergovernmental relations estimates
that local governments have increased their own revenues by over 60 percent be-
tween 1981-1987. Excluding all other revenue sources, local governments raised
nearly $464 billion in 1987.

We recognize the budget dilemmas you face. Given the limited flexibility in rais-
ing new revenues for social programs, we are realistic enough to believe that a full
$2.5 billion appropriation for ABC would not be possible in the near future. Since
that is the case, we are particularly concerned about implementing the many lauda-
tory requirements with less than full funding. If we cannot meet the mandatory re-
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quirements, then the failure of the program will be laid at the steps of our county
courthouses.

Yet, we do not want to dismiss the real concern for the health and safety of chil-
dren in child care. As elected officials, we hear the same message you hear in the
Senate: there is a lack of affordable, quality care. We want to work on addressing
those concerns but would urge you to consider a system of federal incentives instead
of sanctions to get to the goals we all share.

To improve the quality of care, we would propose a system of quality incentive
grants that would be available to state and local governments, particularly to those
which are most in need of improving their child care systems. A national advisory
committee on model child care standards would develop regulatory and licensing
standards for state and local governments to work toward. Based on their unique
resources, demographics, and existing child care systems, each state would design
an appropriate strategy to meet the model standards. Unlike a mandatory stand-
ards approach, those states most in need of improvements and child care resources
would not face the loss of funding if they had not complied completely.

If the state can document adequate progress in improving the quality of care, it
should continue to be encouraged with incentive funds to improve its systems.

Again, let me emphasize that I think we all agree on the goal of quality care.
There is more than one way to get there. Frankly, given the fiscal realities of all
levels of government, a system ultimately based on sanctions will create adversarial
relationships and schemes to work around the requirements. A more straightfor-
ward approach of quality incentive grants combined with continued political pres-
sures from families for quality care will get us to the same goal.

I'd like to turn for a moment to our experience with child care in my home
county. Our involvement is directed by the office of child day care within the Wake
County Department of Social Services. We offer care for children at risk of abuse,
those in foster care, and children of working parents still on welfare. Until recently,
funding was totally federal and state dollars. The county is now budgeting $56,000
of its own dollars to supplement the federal and state efforts for a total budget of
over $1.3 million.

We are responding to significant increases in demand for child care services in all
of the areas we currently serve. While we are serving 623 children, we have more
than 700 children on various day care waiting lists. Federal help is needed not only
to provide funding for these children on waiting lists, but also to provide incentives
for improving the quality of child care in wake county and in North Carolina, espe-
cially since our licensing standards for child care in North Carolina are among the
weakest in the nation.

Much has been said in recent years about the defense of our country and our
democratic way of life. We in counties across this nation know that the real threats
to democracy are not just external to be defended with military might, but are also
internal. It is sound public policy for America to invest in its children and ensure
that they get a good start in life.

The availability and quality of child care has become just as important to the
functioning of our nation and its economy as bridges, highways, sewers and weapons
systems.

An enormous amount of time and effort has been spent on developing federal re-
sponses to child care needs. There is no one ultimate approach. We are all motivat-
ed by a true desire to assist children and their families. NACO pledges its support
in working with the committee to ensure that a bipartisan bill is enacted this year.

Thank you again for this opportunity to testify. I would be happy to answer any
questions you may have.

PREPARED STATEMENT OF SENATOR MALCOLM WALLOP

Mr. Chairman, These two days of hearings on child care continues the work
begun last fall by the Finance Committee on this issue. Last September, the Com-
mittee held a one day hearing on child care tax credits at my request. That hearing
was the first by the Committee since I became a member a decade ago. Child care
issues at the federal level had been dormant since the early 1970s when an unsuc-
cessful attempt was made to impose federal controls on day care centers. The result-

tc led to a decisive defeat of this misguided intrusion.
rically, the development of child care resources has been the responsibility of

the States and the private sector. Federal involvement came to life in 1976 when
Congress approved the Dependent Care Tax Credit. This credit is a capped credit,
very limited in its impact on child care services. Congressional interest in broader
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child care legislation did not occur until several years ago when Senator Hatch in-
troduced legislation to improve the quality and affordability of child care. Other
proposals, such as the ABC bill, were to quick to follow.

At the hearing last September, much time was spent on the ABC bill. I noticed
that the proponents have again appeared with the same arguments on behalf of fed-
eralizing child care. I do not want to dwell on this bill since it is a problem for an-
other Committee. I would instead urge the Finance Committee to devote its time to
exploring another, more appropriate approach to the child care dilemma-the tax
credit solution. So, there is a definite choice between 'he ABC attempt to establish a
national program of institutional child care administered and funded by the federal
government versus a free choice alternative promoted by tax credits.- '

In the last Congress, I was the original sponsor of a tax credit proposal which ex-
panded child care opportunities. It was an attractive concept, and many variations
of it soon followed. Last week, I introduced a revamped version of my proposal, S.
761, with Senators Domenici and Durenberger as the major co-sponsors.

Our legislation embodies several important principles which correct deficiencies
in current law and in the ABC bill. Senator Domenici testified yesterday regarding
the details of our bill, so I will focus on its four principles. First, our bill is based on
the idea that freedom of choice is essential to families in making child care deci-
sions. This freedom, or opportunity, has two parts. The tax credit should be avail-
able to all working families-both those where one spouse works at home as an
unpaid homemaker and those where both spouses have reg 'lar employment.

As other witnesses have indicated, the decision of a spouse to remain at home has
financial consequences for the family. The average income for these families is obvi-
ously lower than the average income of families with two working spouses. Our tax
credit treats both types of families equally by making both eligible for child care tax
credits.

Such credits also promote freedom of choice by allowing the parent to choose the
most appropriate child care for their children. As I've said, our bill allows one
parent to provide child care at home. Another option is a neighbor or relative pro-
viding the care. Or, a family child care provider who accepts children in their home
is another resource. And lastly, there is the institutional child care. This is in direct
contrast with the ABC bill which favors institutional care.

Our second principle is that the credit is directed to low and moderate income
families. The current credit is a "Yuppie" credit of sorts with most benefits going to
two earner families with income in excess of $32,000 annually. Low income working
families, with incomes just above the minimum wage, receive only 3% of the bene-
fits from the current tax credit. The ABC bill will do little to further help these
families since most of its funds will go to administrative expenses. Only 700,000 chil-
dren will be helped by ABC, while our bill effects some five million children.

Our third principle is that we have expanded funding for the State Dependent
Care Block Grant. Funds will be provided to the States to improve the accessibility
and quality of child care.

Lastly, there are no federal standards or mandates in our bill. This Committee
will nct be the forum to discuss federal regulations for child care. It is the stage for
debating the child care tax credit which minimizes federal intrusion in family af-
fairs.

The cost of our proposal will be about the same as the Bush initiative, which was
based on the bill I sponsored last year. The financing of the new credit will have to
be decided in the upcoming budget debate. I believe we have put together a very
useful child care credit, and I look forward to working with you on this legislation.

PREPARED STATEMENT OF MARK A. WALSH

Mr. Chairman and Members of the Committee: Thank you for the opportunity to
appear before ycu today on behalf of the National Child Care Association (NCCA).
My name is Mark Walsh, I own five child care centers in the Rochester, New York
area and I currently serve as President of the New York Child Care Association.
Recently, I was appointed to the Governor's Advisory Committee on Child Care by
Governor Cuomo. As a member of the Board of Directors of the National Child Care
Association, I am pleased to bring the concerns of this young, growing and viable
industry to your attention.

The NCCA was formed as a federation of State Associations representing proprie-
tary child care centers and preschools. Our membership is predominantly comprised
of tax paying small business proprietors of single center operations.
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It has been estimated that the proprietary sector of the child care industry sup-
plies some 40% to 50% of all licensed child care delivered in the United States. As
the only national association of proprietary child care providers, NCCA is uniquely
capable of participating in the policy debate concerning pending federal legislation
on child care. NCCA supports Federal efforts to expand the availability of much
iheeded child care targeted towards low income families, and to improve the quality
of child care programs overall.

As professional child care providers, we believe that Federal initiatives in the
area of child care are long overdue ari! we welcome those efforts. However, we be-
lieve that the Federal role in child care must be carefully crafted to increase capac-
ity rather than to decrease it, and to preserve, expand and draw from the current
child care system rather than destroy it.

NCCA believes that the proper goal of Federal child care policy should be to en-
courage and promote parental rights and choices about child care. We, who are re-
minded daily of the value of good child care for today's working parents, strongly
advocate providing assistance to low income families for their child care costs, and
we vigorously support state licensing standards for pre-schools, kindergartens, child
care centers, group day care homes and family day care homes-all paid, non-
family, out-of-home, child care programs.

To acquaint you briefly with the industry I am representing, we are young and
growing. In the best American tradition, we have responded, before government has,
I might add, to the demands of our country's current life and work styles and to
what parents request for their children. We have grown into a diverse industry be-
cause we have tried to meet parental, religious, ethnic, educational and program-
ming demands. We will continue to develop and meet the public's needs, if equal
market conditions are allowed to operate within our environment of free enterprise.

I would like to cite for you a personal example of the private sector's ability to
respond creatively to the needs of the marketplace. Last September, my child care
firm began the operation of an on-site child care program at the campus of Roches-
ter School for the Deaf. This program, designed to provide care for the children of
staff members, the deaf community, and the community-at-large, is an excellent ex-
ample of a joint private-public program designed to meet a group's needs. At the
present time, approximately 30% of the children attending the program have a
hearing impairment. All of our staff memTers have, or are being trained in sign lan-
guage. Two of our staff members are deaf. In classic tradition, we saw a need and
filled it with a program that had never been done before ... and without any out-
side assistance.

In 1977, the U.S. Census Bureau identified 18,300 licensed child care centers in
this country. In 1985, that figure had risen to 61,079 licensed centers-a 70% in-
crease. This nation's child care industry currently adds $15.3 billion to gross reve-
nue, and according to a recent article in the Wall Street Journal, an annual growth
rate of 21% through 1995 is expected. At that time our industry will contribute an
estimated $48 billion annually to our economy. Additionally, the Census Bureau
identified 1,060,000 child care center employees in 1984. It is well over that figure
today. In 1985, 25% of working women with preschool children used licensed child
care centers, compared with just 16% in 1982.

While national chains continue to expand, I believe it is important to note that
the for profit child care industry is still dominated by small tax paying proprietors.
Of the estimated 30,000 for profit centers in the country, less than 8% are operated
by the five national clins. Businesses are also beginning to see the value of re-
sponding to the child care needs of their employees. In 1978, 110 employers nation-
wide offered some kind of child care assistance. Last year that number reached
3,500. While this expansion and growth in child care services has not happened
overnight, the fact to remember is that it is happening, and it has happened largely
without government. Imagine what could be done to encourage and continue this
growth with the implementation of a well directed and developed, sound govern-
ment policy.

These are but a few of the growth statistics about child care. There is another side
with which I am extremely familiar ... and that is the human side, both in terms
of owners and staff who strive continually to provide quality child care, and for the
young families who have expressed confidence in this industry by placing their pre-
cious children in our care. Many of us have committed our futures and those of our
families to this profession, not because of high profit margins (which do not exist),
but because of a genuine concern for young children. We are an industry which
cares deeply for America's children and their access to safe, licensed, quality child
care.
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We face a Congressional session filled with child care legislation and we welcome
an atmosphere of public attention to the nation's child care situation. We do, howev-
er, have to be realistic and practical in our evaluation of what our nation needs in
terms of child care.

Let me briefly address two of the major bills which the NCCA and other national
organizations in our Child Care Working Group strongly oppose-the ABC Bill, (S. 5;
HR. 30), sponsored by Senator Dodd in the Senate and Representative Kildee in the
House, and the "Child Development and Education Act" (H.R. 3), sponsored by Rep-
resentative Hawkins, Chairman of the House Committee on Education and Labor.

Our members, teachers and the parents we serve strongly oppose both S. 5 as well
as H.R. 3 and 30 because:

(1) The ultimate effects of these bills are to hurt poor families and their children
and severely restrict the parental choice that they can exercise.

First, one of the principal reasons for this statement is that these bills are consti-
tutionally flawed on Church/State grounds and will not be implemented while un-
dergoing constitutional challenge by such groups as the ACLU. One of the principal
reasons foi this would be the excessive entanglement that would inevitably result
between overseeing authorities and religiously sponsored child care programs;

Second, they will force many proprietary centers to close, and in the case of Title
II, of Congressman Hawkins' bll, "School Based Child Care and Development", it
will sound the economic death knell for the majority of for-and non-profit centers by
irresponsibly monopolizing the care of 4 year olds, (as well as pre-and after-school
care) in the public school system. The economics of these effects are not hard to un-
derstand. Most center providers would tell you that they need to serve a sufficient
number of 4 year olds where the labor intensity is less, so that they can absorb or
offset the financial strain of caring for infants and toddlers. Because quality infant
and toddler care is so expensive to provide, rather than charge the actual costs, cen-
ters have tended to distribute that cost over the entire center. In other words, four
year olds help considerably in balancing out the loss experienced by the care of in-
fants and toddlers.

Moreover, by imposing minimal Federal standards on the Stat, s, both the ABC
Bill and its clone for infants and toddlers in Title III of Mr. Hawkins' bill, will raise
tuition costs for center care, and ultimately, also, cause many centers to close their
doors. According to the only, and to this date unchallenged, fiscal analysis of the
economic impact of these minimal Federal standards, reported last year in Child
Care Review, it is estimated that the cost of center child care nationwide will in-
crease by nearly $1.2 billion, and ultimately 12,600 centers (20% of all licensed fa-
cilities) would close. 786,000 children, it is estimated, would be displaced.

These economic effects will be especially severe in the Sunbelt States where par-
ents will absorb 79 percent of the total national tuition increase and where 84 per-
cent of the total child displacement will occur. For example, in two of the States
that lead the nation in available, licensed child care, Texas parents could expect an
average increase of weekly tuition costs of $18.41 and parents in Florida, $16.21 per
week. Even up North in Rhode Island, the weekly tuition raise would be $15.13.
Those displaced from child care will have to find care somewhere else. All too often,
the result of increased child care fees has been the placement of children in unli-
censed, unregulated, unmonitored and often times, unsafe environments, with the
regrettable results one reads about too often in newspaper abuse and injury head-
lines.

What is even worse, if the optimal I standards recommended by the accreditating
arm of the National Association for the Educational of Young Children (NAEYC)
were adopted, professor Richard Clifford of the University of North Carolina has es-
timated that it would cost parents $5,200 annually for center care, and the costs
would be even higher for the same programs in the public schools.

Let me speak, for a moment, from personal experience. As a child care operator
in New York State-one of the most regulated States in the Nation-I am very fa-
miliar with the cost and impact of regulations. It is now very common in my area
for child care to cost over $5000 per year. And with inevitable minimum wage legis-
lation (and it's "push-up" effect on wage structures), Section 89 compliance de-
mands, real property cost escalations, and unjustified insurance cost increases, the
cost of providing quality care will continue to spiral upward. I dare not imagine the
impact en- this Nation should these standards be forced overnight on all areas of our
Country.

Moreover, the drafters of these bills have caught themselves in a catch-22 situa-
tion over these standards. On the one hand, they would lead us to believe that only
those centers who choose to participate in the Federal ABC program will be bound
by these minimal Federal standards. But they add another element, namely, unless
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the centers do not receive other public funding (at any level, Federal, State, County,
m-nicipal) they must fall under the Federal standards. They, therefore, would place
owners in a position of possibly refusing care to a battered or protective services
child who was paid for by a county or local agency. On the other hand, within a 4 or
5 year period, in order to maintain its ABC eligibility, each State will have to certi-
fy to the Federal Administrator of Child Care (undoubtedly soon to be a "czar") that
all centers in their State are licensed and monitored, and then, that all such li-
censed child care ascribes to the minimal and irreducible Federal standards. Other-
wise, the State is decertified and can no longer receive ABC money.

What about the large and growing number of religiously sponsored centers, espe-
cially in the 12 States where, by statute, they are exempt from licensing and regula-
tion, and which strongly oppose being regulated by secular/public authorities on re-
ligious grounds? Are they to be discriminated against because of their beliefs? Might
they not bring legal suit also, again delaying implementation and hurting thereby
the poor and their children? The ABC supporters have been caught in a religious
labyrinth from whicithere is no escape.

These bills are so Tlawed and unjust that they appear, as you read them, more
and more like Swiss cheese. They do not respect State and local rights to decide how
to regulate, monitor and improve the quality of a wide variety of child care options
and will result, at the least, in a two-tier system of center care. They violate the
well-accepted "principle of subsidiarity."

(2) These bills are blatantly anti-small business.
Speaking also of prejudice and unfair exclusion, both these bills are deliberately

biased against proprietary centers, putting us at a severe competitive disadvantage,
and even out of business. We are deliberately and unjustly excluded from the ABC
grant and loan provisions for care environment improvements, from technical as-
sistance and teacher improvement grants, from demonstration program grants for
business-center partnerships, and so forth. The supporters of these legislative af-
fronts to fairness have repeatedly heard the proprietary small businesses cry out for
fairness in this regard, and resolutely chosen not to compromise in any way. Mr.
Chairman, it's tough enough competing in a marketplace where non-profit centers
pay no taxes, receive subsidized food, obtain operating grant monies, charge rates
equal to or higher than proprietors, and refuse to accept subsidized children. Our
tax-paying centers are faced with an evergrowing unfair competitive challenge from
tax-exempt providers.

Our tax-paying centers already are faced with an evergrowing unfair competitive,
challenge from tax-exempt providers. Recall, if you will, that IRS designation as a
501(cX3) charitable organization triggers a plethora of advantages, such as exemp-
tion from Federal, State and local income, sales, and property taxes, favorable
postal rates, favorable contract arrangements with public bodies such as public
school systems and the so-called "halo image." It is no wonder that recently a
YMCA national official was quoted as declaring that now YMCAs have more child
care centers than even KinderKare!

(3) These bills are deceptive about child participation and raise false expectations
for parents and the public.

It boggles the mind that the eligible population under the ABC Bill, if fully
funded at $2.5 billion annually, is estimated by the Child Welfare League at 18 mil-
lion youngsters, aged infant to 15, but only 1 million would be served. One can only
express bewilderment that the ABC Bill is so unrealistically all-encompassing, at-
tempting to solve latch-key children problems in a pre-K bill. Moreover, the average
direct subsidy to all eligible parents would be only $97, if the Bill were fully funded;
or a much smaller parent group could receive a larger subsidy. (Consider that under
S. 412, the Moynihan/Packwood tax credit/Title XX Bill, the maximum credit per
child would be $960 and could be refundable).

(4) These bills will unjustly redirect the family rearing policies and preferences in
the United States for future generations.

Finally, and perhaps more devastatingly for the future course of family life in the
U.S., testimony presented last week before the House Republican Study Committee
strongly indicates that the ultimate purpose or effect intended by the core leader-
ship of those groups fervently pushing the ABC approach as the only way to go, is to
impose a Swedish family model on the unsuspecting US. In that system, the main
role both parents after a child is born, is to go back to work as soon as possible
and "leave the driving to us," the early childhood elite establishment and value-
neutral or free, public education system. This is a perversion of the American way
of life and flies in the face of every known child psychology study about the need for
parent bonding and nurturing with their child, and an affront to parent choice in
child rearing.
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Now, let me emphasize the positive. What are we for-what approach to the na-
tional child care policy does the NCCA and other, r major organizations espouse as a
reasonable alternative to the dangerously flawed approaches I have just discussed.
At the outset, let it be heard loud and clear: we, too, care about youngsters. The
ABC coalition has no monopoly on concern for the safety and health of young chil-
dren, for their parents' involvement, and for teacher and program improvements on
all levels.

We support the basic thrust of S. 412, the "Expanded Child Care Opportunities
Act" introduced by Senators Moynihan and Packwood and many of your colleagues
on this Committee on Finance. Our reasons for this support can be related to the
three objectives or issues-availability, affordability and quality, around which the
national child care policy debate has been framed.

Availability. The issue of availability *is a red-herring. There is no massive and
critical shortage of child care now, or for the foreseeable future. Rather, as our cur-
rent NCCA National Center Vacancy Study is expected to find, (as preliminary re-
sults did last September), there are actual vacancies ranging on a State by State
basis from 14 to 30 percent in center care. This is in accord with the April 1988
report of the Labor Department that identified pockets of shortages, skewered by
age (infants, for example) and location, and highly sensitive to the current national
and local economy. And presumably, there will be an ample supply of both paid and
unpaid, family home care providers.

Affordability. To address this need in a constitutionally appropriate way, the
NCA endorses increased-percentage child care tax credits, targeted towards the
poor, and refundable for the most needy. We would also propose a targeted, non-
discriminatory use of child-care certificates for the truly poor to use for the child
arrangement of their choice, provided by the States from their Title XX Social Serv-
ice Block Grant funding.

In this way, the percentage of family income dedicated to child care by poorer
parents can be reduced form approximately 20-25%, and more closely approximate
middle income family percentages, as well as increase parental choice options.

Quality. But tax credits alone (absent a massive improvement in parent/consumer
education and critical questioning and awareness) will not do enough for qualitative
improvements in child care.

These block grant funds also should be used to address the issue of quality, as
determined and decided, with wide local input, by those closest to the scene, the
States and localities. Federal standards and a brand new Federal oversight estab-
lishment is not needed. W& desire improvements in State licensing and monitoring
of all types of paid child care, especially for the estimated 90% of paid family home
care providers who currently are not regulated. (These are not grandparents, other
relatives or trusted neighbors, but those who provide care for 5 or more children to
whom they ire not related, and for pay in their homes.) They, above all, need reme-
dial assistance to improve their care environments (family rooms, or basements),
and to upgrade their pedagogical skills, through continuing education programs
from a variety of sources, such as at local community colleges. And this is true for
all types of center providers, as well.

Many other issues should be addressed in a truly pre-K, child care legislative
agenda-appropriate participation of senior citizens without jeopardizing their
Social Security benefits; creative business/child care center partnerships and a cafe-
teria plan of child care benefits for employees; vast improvement in resource and
referral services; increased parent consumer education (the ultimate quality assur-
ance guide); and liability insurance reforms for care providers.

Mr. Chairman, the time has come for a fair and equitable national child care
policy, targeted towards lower income parents and their pre-K children, and for chil-
dren of special needs, funded through a combination of tax credits and social service
block grants. The ultimate quality of provision responsibility should be determined
by the States and localities, in dialogue and partnership with needy parents, and
other knowledgeable participants.

We join the voices of many advocates who contend that most State licensing de-
partments are in dire need of additional resources, and we believe it is an appropri-
ate role of the Federal government to provide incentives and assistance to those de-
partments to assure adequate monitoring of non-familial, out-of-home, paid child
care, especially unlicensed family care providers. Until this country improves, up-
grades and assures all children of the equal enforcement of health and safety stand-
ards in its current system, it seems ludicrous to impose even stronger Federal stand-
ards on the very segment of the industry that is already highly regulated, and will-
ingly accepts state regulations, or their voluntary equivalent, for the protection of
the children for whom we care.
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This is the only constitutional, focused and effective pre-K program for the Feder-
al government. It's not as simple, therefore, as ABC.

The quality issue in child care is nebulous at best. Quality means different things
to different people, and it is that broad spectrum of parental demands and expecta-
tions that has afforded this nation its diverse child care system. And it is the protec-
tion of this diversity that we, as an industry, feel is important to the working par-
ents of America. We across the country, I assume we, as an industry, must be doing
something right. I know I speak for thousands of child care professionals who are
extremely proud of the job they do.

While I am extremely grateful to the Committee for allowing 'testimony from the
National Child Care Association, I must encourage you to continue seeking input
from all sources. What I have to say, as a practitioner and provider of child care is
very different from what you might hear from the theorists, social scientists and
even insurance underwriters. However, we are the ones implementing child care
policy and actually providing the service. With an estimated three million children
in licensed child care across the country, I assume we, as an industry must be doing
something right. I know I speak for thousands of child care providers who are ex-
tremely proud of the job they do. We suggest that the federal government play a
role in pro% Lding resources for state licensing departments to license more complete-
ly and coristently all non-family, out-of-home, paid child care, as well as center
based care. We also encourage the federal government to help us to improve the
quality of child care by increased training of child care professionals and increased
consumer education, and upgraded resource and referral centers.

In conclusion, I want to thank you again for this opportunity to present testimony
before the Committee on Finance. I have tried to present an accurate picture of
both my industry and my profession and our goals and concerns for the children of
America. We are a new industry, we are developing, and we are professionalizing at
an incredible pace. We need your help to continue both our commitment to private
enterprise and to children. I urge you to consider carefully the impact of your legis-
lative action on our future.
Enclosure.
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New Day Care Center Provides Model Program
If its still true that an apple a day keeps

the doctor atay. then the Appe-a-
Oaycare Center must do wonders for the
nearly 30 children who benefit from the
naw program at Rochester School for the
Deaf.

"Through our long-range planning we
recognized the need for day care at RSD
We also recognized an evolving pattern of
employer involvement in providing child
care services for employees," explains
Leonard G Zwick. RSD superintendent

The problem was addressed by a
teacher/staff committee of the RSD Staff
Association headed by Joni Stanley.
president of the association The
committee studied alternatives and
investigated exsting day care center
programs

The result - the distinctive Apple-a-
0aycare Center program at RSD - is
believed to be the first program nationally
to care for both hearing and deal children

"The center wouldn't have been
possible without a caring and supportve
administration." says Margot Long. PSO
speech supervisor who served on the
committee recommending a day care
solution

Zwick says the decision reflects the
school's commitment to providing vital
services to its staff, the deal community,
and the greater Rochester community

First available for children of AS0 staff.
the program then was extended to
children of the deaf community and then
to the community at large After the first
month of operation, nearly 30 children
attend the center Eleven are hearing
impaired, 16 are children of RSO staff

Long says. "The AS0 committee was
motivated to find the beat becaus we
wanted the best for our children. All of the
center directors have master's degrees in
education. Few day care programs can
oter that."

Or Roger Yeager. an RSD school
psychologist whose daughter attend$ the
center, stresses that the program provides
a balance of social and educational
activities that gives children from eight
weeks through five years a chance for
both fun and development

In addition, the program blerida hearing
and hearing impaired children to the
benefit of both.

"It'a a unique opportunity for hearing
children to be in a quality program that
exposes them to multiple forms of
communication," adda Rhonda Parrish, a
member of the RS0 day care committee

The center ataft ia being tratnied in all
forma of communicabon with the deaf.
including manual communication

Play lime offers the opportunity lot interaction between hearing and hearing-impaired
chodron.

The children love vidora to come to the
center.

The Apploe-Oycare Cente
President. Mark Walsh. believes that
deaf and hearing children play end learn
together they discover that people are not
realty different.

"The interaction benefits both," adds
Roberta Kaoppl, who s the on-site center
director. "in addition to the social end
learning programs found in all of our
centers, we provide speech reading and

Nutrition is an important pet of the Apple-a-
Oaycare program.

win language programs that enable all
thechildren to communicate more fully

She says the structure offered at the
ASO center makes for a happy and

(Please fuin to pe 4)
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Model Program
Conbnued Irom Page 2)

prodjctlve day Each week the center
offers a new theme, and activities are
geared to sharpen the chiid's skills The
activites. caring staff, and healthy food
provided by a dieticin give parents the
knowJedge that their children are in good
hands

Parents are encouraged to cal the
center or stop in Stopping to see a child
is particularly helpful to parents who work
at RSD

Children are our future and we want to
give them the belt support possible from
a committed staff says Jayne Andrews,
executive director and co-founder of the
Appie-a-Oaycsre Centers Inc She and
Waish opened the first center in 19M6
Now there are five centers in Rochester,
and the program may expand to other
areas of western New York

Andrews adds that the greatest
challenge is finding quality staff
Extensive interviews and background
checks are part of the staff selection
process The right selection process,
combined with higher than average pay
and good locations. helps the program
attract a high cahber staff Many are
mothers themselves

Zwick says this unusual day care
program is being watched as a potential
national model

RSO board mem

20-453 0 - 89 - 10

2'75

day occurs when atories are read to the children

41
)era Obslerve the ni1gffty unique en'd a, ccesafvi daycare program

Building Futures
This newsletter w ich comes

directly from the office of the
superintendent is designed to
keep friendlof Rochester School
for the Dealf informed of the
school's latest developments and
full impact of RSO on the lives of
death young people Comments
and relactOns tothiscommurica-
tion are welcomed by the suptin
tencent (716) 544-1240

A Sciere time of
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PREPARED STATEMENT OF SENATOR PETE WILSON

Mr. Chairman, I wish to thank you and members of the Committee for affording
me the opportunity to testify before you this morning. Once I have finished my re-
marks, perhaps I will have succeeded in convincing you that my bill, the "Ki in
Day-Care Services Act," is deserving of this Committee's careful consideration.

Indeed, I was pleased to learn of the introduction of legislation by several mem-
bers of the Committee which adopts an approach similar to that of the KIDS bill.
While I have several concerns about the legislation, I am nonetheless heartened by
its approach.

Mr. Chairman, there is no more immediate concern to American working families
than that of child care. Each day, these families must ask the question, "Who will
watch our children?" Often times, the answer is not clear. This is especially true for
single-parent families on a very limited income.

Therefore, I feel it is incumbent upon Congress to fashion child care legislation
which offers hope, offers a complete answer to that question.

Permit me to share with the Committee what I believe to be the proper mix-to
be that answer.

In my view, the best solution to the child care dilemma seeks to establish a work-
mg partnership among the Federal Government, the States, and the private sector.

The "KIDS in Day-Care Services Act," or KIDS bill, would accomplish this end.
In essence, the KIDS bill would preserve parental choice in the selection of child

care services, remove barriers to the private sector for the establishment of new
services, and increase the availability of child care services at the State and local
levels.

Let me share with you several specific provisions contained within my legislation.
For many American families of limited means, the cost of child care is prohibi-

tively high. Although the average cost is estimated at around $3,000 per child per
year, in some states the cost of these services is nearly double that amount. Since
current tax incentives and federal, state, and local programs are limited, a growing
number of families find themselves in need of assistance.

The KIDS bill would ensure access to child care for low and modest income fami-
lies through the establishment of a new, refundable "Children's Tax Credit." Up to
$1,500 per year would be provided to help meet the costs of child care. For those
families who do not earn enough to pa taxes, the KIDS bill would also make the
current Dependent Care Tax Credit refundable. Families could choose between the
greater of the two credits.

Mr. Chairman, simply providing tax incentives would not be an adequate policy
response. Clearly, to place a chit in the hand which rocks the cradle would be unfair
if there are no child care services to purchase. We must address the supply side of
the child care equation as well.

Accordingly, the KIDS bill would increase the availability of child care services
through assistance to the private sector and the States.

One of the major impediments to providing child care services in the private
sector is the cost of liability insurance. According to the American Insurance Asso-
ciation, twelve states require insurance carriers to underwrite child care centers.
However, while insurance carriers may be required to issue policies, the actual cost
of insurance is not regulated and in many states has skyrocketed.

To assist businesses in obtaining affordable coverage, the KIDS bill would provide
$100 million for a liability insurance risk pool.

In addition to liability relief, the KIDS bill recognizes that the small business
sector of our economy will provide tomorrow's jobs or the influx of working moth-
ers expected in the job market by providing a facility tax credit to small businesses
of up to $100,000 (twenty-five percent of expenses) for the establishment of child
care centers.

Through both of these incentives, the liability insurance risk pool and the facility
tax credit, I believe we would greatly assist the private sector in meeting its respon-
sibility to respond to changing work force needs.

Mr. Chairman, any successful child care proposal must also involve the States in
the solution. Therefore, the KIDS bill would provide $1.6 billion over four years in
block grant funds to expand or develop child care services at the state and local
levels. The States, not a well-meaning Federal bureaucracy, would wake funding de-
cisions.

That is not to say that the States would not be required to perform certain tasks.
To the contrary, there are several conditions of funding which the States would
have to meet. For example, a system of child abuse and criminal records checks for
group-based and family-based child care must be established.
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A further condition for funding is the development of standards for child care
which set licensing requirements, inspection and certification procedures, staff to
child ratios, and minimum competency requirements for group-based providers.

But let me be clear on this point. The States, not an ad hoc national commission,
would set these standards. This is an important difference between the KIDS bill
and the much publicized ABC bill.

As the chart before the Committee shows, imposing national standards upon the
States would increase significantly the cost of providing, and therefore, the cost of
purchasing, care.

Briefly, the chart illustrates the increase in the cost of care which would result if
national standards, as provided for under the "Act for Better Child Care", were
adopted for the care of five-year olds based upon New York's or the most stringent
state standards.

As you can see, no state except for New York would meet the national standard.
Thirty states (mostly in the South and Northeast) would experience as much as $800
per child increases in the cost of care. Families in the other states would face in-
creased costs of $400 per child annually.

The unhappy result of the one-size-fits-all approach to child care advocated by
ABC supporters would be an increase in the cost of child care services, or worse, the
closing of child care centers across America.

We must then ask ourselves under the guise of ensuring quality, a goal which we
all share, do we inhibit the States' ability to provide services by imposing national
standards? The answer is clearly yes.

I would only add that all states have established child care standards. While these
standards vary from state to state, they have been developed based upon a state's
unique needs. I believe we must continue to grant states flexibility in determining
the best methods to ensure quality in the child care setting.

Mr. Chairman, I believe as Congress prepares to enact some form of child care
legislation, we must be willing to look objectively at the issues and make choices.

The KIDS bill offers innovative and affordable solutions to the child care prob-
lems facing America families. It answers the question: "Who will watch our chil-
dren?"

Thank you, Mr. Chairman.
Enclosure.

U.S. SENATE,
Washington, DC, April 25, 1989.

Hon. LLOYD BENTSEN,
Chairman, Senate Committee on Finance,
US. Senate, Washington, DC, April 25, 1989.

Dear Mr. Chairman: In your absence during my child care testimony before the
Committee on April 18, 1989, Senator Moynihan requested more detailed informa-
tion regarding a chart and a statistic to which I referred. I am writing to provide
that information for the record.

As you know, S. 5, the "Act for Better Child Care," would establish, among other
things, a National Advisory Committee on Child Care Standards. This committee
would be charged with the responsibility to develop national standards of care
which the States would be required to follow regardless of their impact upon child
care services within their boundaries.

In an effort to illustrate the negative impact the ABC bill would have upon serv-
ice delivery, I prepared a chart which I displayed for the Committee. The statistics
used in the development of the chart were contained within a report obtained from
the U.S. Department of Labor, "Child Care, A Workforce Issue."

The chart reflects several assumptions.
First, I assumed that the National Committee would make recommendations

based upon the State of New York's standards. Second, I chose to focus upon care
for children five years of age and older, as the majority of children in need of child
care services are in this age group. Further, to conduct my analysis, I had to select
a particular threshhold-I chose thirty children.

Given an annual salary for a child care worker of $12,000 per annum, as reported
by the Labor Department, and given that New York would require currently four
hild care workers to care for thirty five-year olds, I calculated, based on a state's

present standards of care, how many additional child care workers would be needed
(and the cost of hiring those individuals) to meet New York's, or in this case, the
national standard.
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As is common business practice, the cost of hiring the additional child care work-
ers would in all likelihood be passed along to parents. Therefore, the salary costs of
the additional workers were divided by thirty to arrive at annual increased costs of
care per child under the ABC bill.

The result of this exercise compelled me to share with the Committee the en-
closed chart.

As you can see, no state except for New York would meet the national standard.
Thirty states (mostly in the South and Northeast) would experience as much as $800
per child increases in the cost of care. Families in the other states would face in-
creased costs of $400 per child annually. In essence, for a family of four on a limited
income, these increased costs would make child care arrangements prohibitively ex-
pensive.

I would only add that all states with the exception of one or two have established
child care standards. While these standards vary from state to state, they have been
developed based upon a state's unique needs. I believe we must continue to grant
states flexibility in determining the best methods to ensure quality in the child care
setting.

With regard to the statement I made that the ABC bill would only meet seven
percent of the total child care need, this statistic was also generated from Labor De-
partment data.

According to the Department, approximately 10.2 million children under age four-
teen require supervision outside the school system and licensed care.

S. 5, as presently drafted, would provide about $1.75 billion for subsidized child
care slots. At an average cost of $3,000 per child per year for care, about 584,000
slots would be provided under the ABC bill. This number divided by the total uni-
verse of children requiring care (10.2 million) illustrates that roughly six to seven
percent of the total child care need would be met.

I hope this information is helpful to the Committee as child care legislation is
considered in the weeks ahead.

Sincerely,
PTE WILSON.
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PREPARED STATEMENT OF CAROUNZ ZMSSER

I am Caroline Zinss-r, Director of Research on Early Childhood Public Policy at
the Center for Public Advocacy Research in New York City. The Center is a non-
profit agency conducting research on issues concerning families, women, children
and youth. I have worked on issues of child development and early childhood educa-
tion for more than 25 years as a teacher, a program administrator, and a research-
er. During that time we have observed remarkable changes in American families. In
the early sixties we never anticipated that by 1990 more than half of mothers of
young children would be in the workforce.(1) Those of us in the early childhood field
ha,e riot charged our ideas of what is good for children. But we have had to rethink
how best to apply what we know to the new American family.

Vry simply stated, we need child care arrangements that satisfy parents in
terms of choice, quality, and affordability and that measure up to the kind of stand-
ards we apply to any other public service for children-standards of professional ex-
clence. I would like to focus my testimony on both the advantages and the limita-
tions of tax credits in fulfilling these two goals.

We commend those in Congress who have proposed expanding the earned income
tax credit for poor working families and have recommended that the dependent care
tax credit be made refundable. These measures are most effective in putting money
directly into the hands of low-income families. Making the dependent care tax credit
refundable is a measure that those of us concerned with child care have long advo-
cated. A recent study by the Urban Institute shows that the current credit is highly
regressive, with only 3% going to families in the bottom 30% of the income distribu-
tion.() The measures in the Expanded Child Care Opportur. ,es Act will largely
correct this inequity. The legislation will also help the increased numbers of low-
income, working families who, under the Federal Tax Reform Act, now owe no
taxes. We wholeheartedly support this legislation as a way to increase the inad-
equate incomes of the working poor. We do not, however, view it as an adequate
child care bill.

Proponents of tax credits for child care claim that the credits allow parents flexi-
bility of choice. What is at issue is the extent to which the government should sup-
port the informal and unregulated child care arrangements, neither licensed nor
registered, that comprise the largest segment of current child care arrangements.
According to the latest Bureau of Census figures, 23% of preschool children of em-
ployed mothers are in day care centers or nursery school preschools. The others are
with parents (24%), grandparents (16%), other relatives (8%) or with what profes-
sionals term family day care providers but what parents call babysitters (28%).(3)

Our studies at the Center for Public Advocacy Research have been directed for
the past two years toward documenting how low- income parents make use of these
informal and unregulated child care arrangements. Most child care research has
been conducted in licensed day care centers, which are accessible to researchers. In-
formal and unregulated child care is difficult to study because it has no official
status. Its providers are often "off the books" and reluctant to talk to outsiders
about their work. Nevertheless, we set as our task to find out what lay behind the
statistics. We wanted to know how parents, particularly low-income parents, went
about finding child care for their children-whether that care was by relatives,
neighbors, other babysitters, or in organized programs.

We have now completed two studies. The first was a study of 100 working mothers
in entry-level jobs at Bellevue, a large municipal hospital in New York City.(4) This
type of employment accounts for a large segment of women's industrial employment
in New York City. Eighty-three percent of our sample were minority, half were
single mothers, and most made less than $18,000 a year-a low income for families
living in our metropolitan area. In order to reach these mothers and to explain our
uestionnaire, we went to the hospital week after week and interviewed mothers
uring their work breaks.
The second research project involved a six-month field study of one urban commu-

nity interviewing low-income parents and their caregivers.(5) In this study we used
an anthropological approach in which we did more listening than asking and elicit-
ed from low-income working parents how they viewed themselves, their children,
their employment, and their child care. Both studies were directed toward parental
choice. What kind of child care, we asked, do you really want for your children?

We established two important points of parent choice, both of which bear on child
care funding policies. First, the low-income parents in our studies prefer child care
for their infants and toddlers to be by relatives and not by strangers, and second,
they prefer educational group programs for older preschool children.
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The low-income working parents in our study preferred to keep the care of infants
and toddlers within the extended family if possible. In some families, mothers
worked schedules that coincided with school hours or took their children with them
to work. In two-parent families, mothers and fathers often worked in shifts to ac-
commodate child care. In other families, particularly single-parent families, the fa-
vorite choice for child care was the maternal grandmother.

We also found that low-income parents pay for the child care they receive from
their relatives. In our Bellevue study, parents paid relatives as much for child care
as they paid non-relatives. When parents have access to relative care, tax credits
have the advantage of allowing parents to use funds to pay for relative care, wheth-
er by parents, grandparents, aunts, or more distant relations.

The problem is that many low-income families no longer have access to care by
relatives. Women relatives, formerly available for child care, are now in the work-
force themselves. Grandmothers, often only in their thirties or forties, look for em-
ployment once their own children are grown. The Family Support Act will further
diminish the supply of relatives available for child care.

Residential patterns are also changing in response to America's- changing econo-
my. Young parents are forced out of established working-class neighborhoods, with
their networks of family and trusted neighbors. They leave to seek more favorable
employment opportunities. Or rent increases force them to move into whatever
housing is affordable, no matter what its location. The urban neighborhood block
where extended families lived near each other over the course of a lifetime and
where older women kept an eye, often from a tenement window, on everyone else's
children is fast disappearing. When it is replaced by high-rise projects, communal
responsibility is reduced as families barricade themselves against violence and
crime. When mothers tell us, "I can only trust my mother," it is because they dis-
trust everyone else.

If low-income parents have no network of relatives or trusted friends available to
them, their child care choices are often meager. They have good reason to fear child
care by strangers. Although neighborhood babysitters can be of high quality, and
many are, the only child care that low-income parents can afford is often unreliable
and risky, provided by women living under the stress of poverty in disorganized
households. We have been told of children in the care of neighborhood babysitters
being submitted to safety hazards, harsh discipline, underfeeding, neglect, physical
abuse from older children, and adult drug use. Since infants and toddlers are too
young to report to their parents on what happens to them at the babysitter's, par-
ents live in fear that they may not even know when their children are mistreated.

If parents had access to trained family day care providers, they would have the
assurance that their children would be in the hands of women educated in safety,
health, nutrition, and child development. If parents had access to complaint proce-
dures, they could act to correct inadequacies. If parents had access to child care re-
source and referral agencies, they could find a reliable family day care provider to
suit their needs. If parents had access to subsidized care, they would be able to
afford the quality they seek. Only comprehensive child care legislation can address
these issues. Tax credits do not.

The second point established through our research is that working parents want
educational group care as children grow older. Nationally, we find that 14% of in-
fants and 17% of one- and two-year-olds are in day care centers or nursery schools,
but at age three and four the percentage almost doubles (32%).(6) In our Bellevue
study we found no use of group care for infants, but 64% of our sample used group
care for three- and four-year-olds.(7)

Those of us dealing with early childhood education policy are well aware of the
long-term gains reported by early intervention programs such as High/Scope and
Head Start.(8) Parents are also aware of the benefits of an early educational start.
In our studies, low-income parents gave us their reasons for wanting to move their
children from babysitters into organized child care programs. Most said they wanted
their children to have an educational program and to learn to get along with other
children.

Even parents with access to grandmothers saw advantages to moving their chil-
dren into group care as they grew older. Some wanted their children to learn Eng-
lish when the grandmother was non- English speaking. Others felt that a grand-
mother was not active enough to care for an older child. Others wanted a school-
readiness program that a grandmother could not provide.

These parents are asking for exactly the services that we have identified as being
in the best national interest, particularly for low income children. We know that
the early provision of health services, of adequate nutrition, and of programs staffed
by teachers trained in child development and early childhood education can ulti-
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mately save taxpayer dollars in remedial education, correctional institutions, and
public assistance and can prepare children for our future workforce. Head Start and
public school pre-kindergarten programs are designed for this purpose, but they op-
erate for half-day only. Child care programs, which cover the full working day, can
be the vehicle for effective early intervention, but only if we provide adequate sala-
ries to child care teachers, increase the supply of subsidized center-based care and
adequately enforce educational standards. Providing tax credits will not accomplish
this. Comprehensive child care legislation will.

When tax credits are promoted on the basis of providing parental choice, we must
ask what choice there is for parents who have no access to the kind of care they
want. If they must use babysitters outside of the family, do they have the choice of
regulated family day care? If they seek group care, do they have have the choice of
subsidized slots in licensed, high quality day care centers? Funds are only as good as
the care they can buy. If the child care that parents would choose is not available,
the principle of parental choice is a delusion.

Finally, I would like to comment on what our studies showed about the cost of
child care. In our Bellevue study we asked our respondents (working mothers who
for the most part held jobs requiring only low-level skills and no formal educational
requirements) to tell us their past earnings, year by year. When we adjusted these
earnings for the cost of living, we found that on average their ongoing participation
in the labor force had not resulted in increasing wages. Although wage levels slowly
rose, they did not keep up with the cost-of-living increase.

Caught in this squeeze, these women obviously sought the most inexpensive care
available. They used informal care for children up to age three and used subsidized,
licensed care for three- and four-year-olds. Even so, they paid an average of $250 per
month or 14% of their earnings for the full-time care of one preschool child. If they
had paid the full cost of care without subsidy in publicly-funded centers, it would
have been $440 per month or 25% of their earnings. Tax credits will not be enough
to give poor families substantial help in paying for child care unless their credits
can be supplemented by subsidized care.

In New York City, our supply of subsidized care falls woefully short of the
demand. Publicly funded full-day slots are available for approximately one in five,
or 22% of the preschool children who are eligible and who need child care. Over the
past three years, as the number of working mothers has increased, there has been a
decline of 4% in subsidized center care and 16% in subsidized family day care.(9) It
is obvious that poor working families need access to more subsidized child care slots
in licensed family day care and in centers.

Low-cost informal and unregulated child care is no substitute for a sufficient child
care system of high standards, staffed by adequately paid, trained caregivers, re-
sponsible to parents, and accessible through resource and referral agencies. We
cannot rely on tax credits alone to produce an adequate child care system.

Tax credits arc a necessary and efficient means of increasing the income of our
poorest working parents, and we wholeheartedly support these measures. For meet-
ing the needs of low-income parents for child care we support comprehensive child
care legislation. We strongly urge this year's Congress to pass both the Expanded
Child Care Opportunities Act and the Act for Better Child Care.
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COMMUNICATIONS

STATEMENT OF THx AMERICAN FEDERATION OF LABOR AND CONGRESS ON INDUSTRIAL
ORGANIZATIONS

SUB m D BY MARKxY ROBERTS, HEAD, OFFICE OF EMPLOYMENT AND TRAINING

In connection with proposed HHS-FSA rules to implement the Job Opportunities
and Basic Skills Training (JOBS) Program of Title II of the Family Support Act of
1988, (Federal Register, April 18, I wish to present the following comments and ma-
terials on behalf of the AFL-CIO. These comments focus on (1) child care, (2) labor
participation, (3) anti-displacement protection, (4) grievance procedure for displace-
ment complaints, and (5) contracting-out issues.

CHILD CARE

The lack of safe, adequate, effective child care is a major barrier to parents who
want to leave the welfare rolls and get training and jobs. Unfortunately, the HHS-
FSA rules undermine the guarantee in the Family Support Act that adequate child
care be provided so that parents can get training and jobs. AFDC is primarily for
protection of children. The proposed rules jeopardize the rights of children of JOBS
participants to decent care and the rules limit the state's ability to provide such
care.

To protect children by assuring adequate child care fc- children of JOBS partici-
pants, the AFL-CIO .recommends:

(1) Eliminate preamble language (Fed.Reg.p. 15666) which says the FSA law's
guarantee of child care, the child care entitlement, may be limited by state appro-
priation ceilings, available support, and target group priorities.

Eliminate language (p.15666) which says a state IV-A agency is not required to
treat child care benefits as an absolute entitlement.

Eliminate the limitation on the child care guarantee to children under age 13
(Sec.252.2-a). The law contains no such restriction.

Eliminate the language in Section 255.2 which suggests that there is ample free,
informal, no-cost child care available and urges states to encourage casual, informal,
unpaid child care. This language distorts reality and is contrary to the intent of the
law.

(2) Eliminate language (Sec.255.4-a-2-iii) which says local child care rates must be
based on the 75th percentile coyt of child care in the local area. This is in conflict
with the law which provides ederal matching funds for 100 percent of the local
child care rate and will seriously limit the states' ability to make child care avail-
able.

Eliminate the statement (Sec. 5.4-2-f) that no federal matching is available for
recruitment or training of child care providers or licensing activities.This is con-
trary to the intent of the law and will impede the efforts of states to initiate effec-
tive child care programs.

A key provision of the law to help welfare recipients move from welfare to work is
the requirement that child care will be available for 12 months after the JOBS par-
ticipant leaves the welfare rolls. This should be automatic without any intervening
waiting period. Section 256.2-b-3 wrongly requires that such transitional child care
is available only on application in writing after a person stops getting AFDC. This
requirement is contrary to the intent of the law and discourages a smooth transition
from welfare to work and should be eliminated.

(284) ,
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LABOR PARTICIPATION

There is ample evidence from JTPA that job training and job placement programs
are more effective and more successful when organized labor and employers are in-
volved in the whole range of program activities. We believe, therefore, that opportu-
nities for organized labor to be consulted about state JOBS plans and programs and
changes in plans should be written into the HHS-FSA JOBS regulations.
(Sec.250.20).

To assure regular input from organized labor, employers, community-based orga-
nizations, education agencies and other parties, we recommend that states be re-
quired to set up an on-going JOBS advisory council (with required representation of
organized labor, employers, and other groups) to advise, oversee, and recommend
action or changes in the state JOBS program. (Sec.250.20).

In addition to consultation and coordination with the state agency responsible for
JTPA, consultation and coordination with the State Job Training Coordinating
Council and with local Private Industry Councils should be required by the JOBS
regulations. (Sec.250.12).

Labor organizations representing workers in occupations identified for JOBS
training can be a valuable resource in design of curriculum and placement of par-
ticipants. Section 250.21-f should require consultation with organized labor along
with coordination with public and private agencies.

Section 250.21-n should contain more precise language to assure that occupations
selected for training are in demand (rather than likely to become available). The
state should be required to demonstrate that these occupations will lead to long-
term employability and are not low-wage, low-skill, high-turnover jobs. Specific in-
formation on projected wage rates and increased earnings should be required in this
paragraph (n).

To eliminate windfall profits for employers reimbursed for extra costs of training
disadvantaged workers, we recommend that the maximum reimbursement be limit-
ed to 50 percent (rather than to an average of 50 percent) of the wages paid to a
JOBS participant during the period of training. (Section 250.61).

Furthermore, to prevent revolving-door hiring and firing, the regulations should
require that employers agree to hire the participant at the end of the training
period and keep the trainee on the payroll for at least six months. If employers vio-
late this agreement, they should be denied access to the program.

A comprehensive complaint procedure should be available not only at the local
and state level but also to the federal level to resolve complaints of violations of
JOBS law and regulations.

ANTI-DISPLACEMENT PROTECTION

Section 251.3 seriously weakens the anti-displacement requirement in Section 484
of the Family Support Act. The law contains strong and carefully worded language
to protect regular paid employment and to prevent displacement by work program
participants.

Exhibit I attached to this letter explains the differences between the law and the
regulations and the AFL-CIO recommendations which parallel the recommenda-
tions of the American Federation of State, County, and Municipal Employees:

Apply Section 251.3-a to both currently employed workers and positions, not just
those who are not subsidized by JOBS;

Correct Section 251.3-c to provide that assignments shall not result in employ-
ment or assignment of a participant or filling a position when any other individual
is on layoff from the same or equivalent position from an employer, not just within
the same organizational unit;

Correct Section 251.3-c to provide that assignments shall not result in employ-
ment or filling a position when the employer has terminated the employment of any
regular employee or otherwise reduced its workforce with the effect (as opposed to
intention) of filling the vacancy so created with a participant subsidized under the
program; and

Correct Section 251.3-e to reflect congressional intent that the prohibition against
using participants to fill established, unfilled position vacancies was to apply to
CWEP, work supplementation, and work experience.

GRIEVANCE PROCEDURE FOR DISPLACKMENT COMPLAINT

The Family Support Act requires that states establish and maintain a grievance
procedure for resolving displacement complaints but Section 251.4 provides no regu-
lions on state grievance procedure. Exhibit 2 lays this issue out in more detail.
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We urge that the regulations set minimum standards for state grievance proce-
dures, with investigations by the Secretary of Labor if necessary, time-frames for
making decisions, and appropriate remedies for displacement violations. JTPA regu-
lations (Subpart D, Sections 629.51-54) can provide useful guidance.

CONTRACTING-OUT ISSUE

We are concerned about Section 250.13 provisions on contracting authority and
about Section 250.73 provisions on matching rates and preamble language relating
to the substance of these sections. The regulations should avoid creating incentives
which would favor independent contractors over public agencies iz, providing JOBS-
related services. We are pleased to see that HHS-FSA addressed this issue explicitly
in the regulations. However, some problems remain.

The AFL-CIO supports the principle that public work which has traditionally
been performed by public employees should continue to be performed by public em-
ployees, and that public work which has traditionally been performed by private
employees should continue to be performed by private employees.

AFL-CIO affiliates represent public employees who administer AFDC and provide
services under WIN and AFL-CIO affiliates have a long history of running training
programs for disadvantaged workers. We want to make sure that JOBS participants
get the best services possible, that existing public agencies are used to provide serv-
ices where they are best suited to provide such services, and that administrative and
AFDC discretionary functions should not be contracted out.

The regulations state that costs of full-time JOB3 staff will be reimbursed at the
higher (60 percent or more) match rate while costs of part-time JOBS staff will be
reimbursed at the lower 50 percent rate. We urge elimination of this distinction to
prevent discrimination in matching based on administrative procedures.

I am attaching to this letter Exhibit 3 which spells out some additional AFL-CIO
concerns about the FSA-JOBS regulations. Thank you for your attention to all
these comments.

The Public Employee Department of the AFL-CIO concurs with the recommenda-
tions of this letter to you from the AFL-CIO. We urge your favorable action on
these recommendations.
Enclosures.
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miirr 1

COMPARISON OF DISPLACEMNT LANGUAGE
IN SUTUTE TO LANGUAGE IN PROPOSED REGULATIONS

FAMILY SUPPORT ACT

No work assignment under the
program shall result in:

(1) the displacement of any
currently employed worker or position
(including partial displacement such as
a reduction in the hours of non-
overtime work, wages, or employment
benefits), or result in the impairment of
existing contracts for services or
collective bargaining agreements;

(2) the employment or
assignment of a participant or the filling
of a position when (A) any other
individual is on layoff from the same or
any equivalent position, or (B) the
employer has terminated the
employment of any regular employee
or otherwise reduced its workforce with
the effeM of filling the vacancy so
created with a participant subsidized
under the program; or

(3) any infringement of the
promotional opportunities of any
currently employed individual.

The provisions of this section
apply to any work-related programs and
activities under this part, and under any
other work-related programs and
activities authorized (in connection with
the AFDC program) under section 1115.

PROPOSED REGULATIONSSECTION 251.3-

The State agency shall assure that
CWEP, other work experience, on-the-
job training [OJT], and Work
Supplementation assignments:

(a) Shall not result In the
displacement of currently employed
workers, including partial displacement,
such as a reduction in hours of
nonovertime work, wages, or
employment benefits;

(b) Shall not impair existing
contracts for services or collective
bargaining agreements;

(c) Shall not result in the
employment or assignment of a
participant or the filling of a position
when any other person not supported
under this program is on layoff from -
the same or a substantially equivalent
job within the same organizational unit
or when an employer has terminated
any regular employee or otherwise
reduced its workforce with the intention
of filling the vacancy so created by
hiring a participant whose wages are
subsidized under this program.

(d) Shall not infringe in any way
upon promotional opportunities of
persons currency in jobs not funded
under this program; and '

(e) Shall not result in the filling
of any established unfilled position
vacancy by a participant assigned under
section 482(e) (work supplementation
program] and section 462(f) [CWEP] of
the Social Security Act, as amended.
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.m~l_~s =2M Betweten Statue and REgulathoa

The regulations differ from the statute In the following ways:

The statute provides that assignments shall not result in the displacement of any
currency employed worker or oltton. The comparable regulation only prohibits
displacement of currently employed workers. (See 251.3(a)).

The statute provides that assignments shall not result in the employment or
assignment of a partidpant or filling a position when any other Individual is on layoff
from the same or equivalent position. The regulation limits this prohibition to cas
when any other person not supported under JOBS is on layoff from the same or a
substantially equivalent job within the same oMnizadonal unit. (See 251.3(c)).

The statute provides that assignments shall not result In employmet or
assignment of a participant or filling a position when the employer has terminated the
employment of any regular employee or otherwise reduced its workforce with the
effe of filling the vacancy so created with a participant subsidized under the program.
The regulation limits this prohibition to cases where an employer has terminated any
regular employee or otherwise reduced its workforce with the Intentin of filling the
vacancy so created by hiring a participant whose wages are subsidized under this
program. (See 251.3(c)).

The statute prohibits any assignment from resulting in infringement of
promotion opportunities of currently employed Individuals. The regulation prohibits
infringing in any way on promotional opportunities of persons currency in jobs not
funded under JOBS. (See 251.3(d))

AFL-CIO Recomendations

Final regulations need to be corrected to ensure that the regulatory protections
reflect the full statutory protections. Specifically, Section 251(a) should apply to both
currently employed workers and positions. The displacement protections should
apply to all workers, not just those who are not subsidized byJOBS. Section 251(c)
should be corrected to provide that assignments shall not result in employment or
assignment of a participant or filling a position when any other individual is on layoff
from the same or equivalent position with an employer, not just within the same
organizational unit.

Section 251(c) should also be corrected to provide that assignments shall not
result in employment or assignment of a participant or filling a position when the
employer has terminated the employment of any regular employee or otherwise
reduced Its workforce with the effect (as opposed to intention) of filling the vacancy so
created with a participant subsidized under the program. This change is crucial to
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=jegnd- dlolacement Congress dearly intended to include this languages since the
Conference Report expressly states: The phrase In the House bill Nwth the intention
of* is replaced by "with the effect 0.1

Finally, the Conference Report indicates congressional intent that the prohibition
against using participants to fill established, unfilled osition vacancies vasto apply to
CWEP, work supplementation, and work experience. Section 251.3(e), limiting
applicability to CWEP and work supplementation, tracks the statutory language, but
HHS should correct the regulation to be consistent wild legislative intent

H.R. Rep. No. 100-998, 100th Congress, 2nd Session
136(1988).

aIg, at 135.
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EXHIBIT 2

GIEVANCE PROCEDUEB FOR DISPLACEMENT COMPLAINTS

Under the Family Support Act, states must establish and maintain (pursuant to
regulations of HHS and the Department of Labor) a grievance procedure for hearing
and resolving complaints by regular employees or their representatives that an
assignment violates the anti-displacement provisions. The decision of the State can be
appealed to the Secretary of Labor for Investigation and such action as the Secretary
may find necessary.'

lh'ogose PBeMMtfns

The regulation requires states to establish and maintain a grievance procedure,

but does not specify any details of the content and nature of the procedure. I

The regulation establishes the following procedures for appealing the decision:

The state's decision may be appealed to the Office of Administrative Law Judges,
Department of Labor. The review will be on the record of the state proceedings, and
will be limited to questions of law. The state's findings of fact shall be conclusive if
supported by substantial evidence.

Copies of the appeal must also be sent tothe Department of Labor's Assistant
Secretary for Employment and Training, and HHS' Assistant Secretary for Family
Support. The appeal must include the provisions of the FSA or regulation believed to
have been violated, a copy of the original complaint filed with the state, and a copy of
the state's findings and decision. 4

On receipt of the appeal, the Office of Administrative Law Judges will request
the adminisraive record from the state; the state must certify and file It within 30 days,
with copies to the Department of Labor's Assistant Secretar 7 for Employment and
Training, and HHS' Assistant Secretary for Family Support.

I Section 201(b), creating Section 482(d)(1).

2 Section 251.4(a).

3 Section 251.4(b).

4 Section 251.4(d).

5 Section 251.4(e).
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On receipt of tg copy of ft appeal and r te Assista Secretary of
.mlymea and Training will review the reor and may choose to file an amicus

curiae brief or report The stage agency and Assistant Secretary may also e a report.

The decision of the Office of Adminstraive LawJudges will be the final decision
of the Secreta7 of Labor on the appeal.'

AFL-CIO Recommendations

Th proposed regulation is deficient In the following ways.

Firs it falls to set minimum standards for state grievance procedure. It seems
wholly npproprie for regulations to provide that review will be on the record of the
siate proceedings, without describing minimum due process safeguards for those

- .lw
Second, the stalute provides for appeal to the Department of Labor for

i station and such other action as the Secretary of Labor finds necessary. But the
regulation says there will be no Investigation, and that the decision will be based on
the record of the state proceedings. Congress envisioned a more active role for the
Department of Labor.

Third, the regulation sets no time frames for madng decisions, and does not
describe what relief can be provided on a fnding that the law has been violated.

Final regulations should, at a minimum, set specific dtme.frames and remedies.
Such regulatory standards are necessary to ensure that the displacement protections in
the Family Support Act can be enforced. We recommend the following:

Timlrames

1) After a complaint is flied against the employer of the individual on work
assignment, the regulations must require that a headn be held between
the two parties within 0 dan of filing. The hearing should be held
before the state agency responsible for administering the JOBS program.

2) The regulations must require that a written decision on the grievance be
made by the state agency within 60 days from the date of fillno

3) If a complainant does not receive a written decision within 60 days of
filing, or receives a decision which is unsatisfactory to the complainant,
then the complainant must have the right to appeal the decision to the
Governor. The complainant should be given reasonable time (30 days)

6 Section 251.4(f).

I Section 251.4(g).
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to file the appeal after the agency decision is made or after the 60 day
limit expires.

4) The Governor must have an Independent panel review the appeal and a
decision must be made within39 ay.

5) If the panel has not made a decision within 30 days, or if the decision is
unsatisfactory to the complainant, then a complaint can be filed with the
US. Secretary of Labor.

In order to reduce the number of grievances that may be filed, It is
important that labor and management communicate and cooperate to the extent
possible on the nature and structure of particular work assignments. We
st-ongly suggest that to facilitate cooperation and reduce grievances, the
regulations require that where a collective bargaining agreement exists, the
employer consult with the union on the design and content of any work
assignment activities with respect to training, supervision, job descriptions, wage
rates and occupations planned bcfr such work assignments are made. Prior
notification to the union about planned work assignments (with sufficient lead
ti* -30 days) will reduce unnecessary problems.

If it is determined that an employer has violated the displacement
provision in the Family Support Act through the use of work program
participants, then the following remedies shall be instituted:

I) The employer shall fully replace any and all workers or positions
displaced by work program participants, and

2) The employer shall immediately and for at least one (1) year following
the finding of displacement cease and desist its use of work program
participants in any and all capacities, and

3) The agency responsible for administering the work program shall be
prohibited from assigning work program participants to any employer
found to have violated the displacement provision for at least one (1)
year following the finding of displacemenL
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MRIBIT 3

souMMI A Y owamT BY 2 AFL-CIO
ON PROOM RNDIATIMU

(1UtL 33M91 . APSIL IS. 1989)
TR JOB OPPCjTWr TI AND BASIC I S PRO==

UND !U FAMILY UUPM ACT

wAy 1989

1) Performance Standards (Preamble - p. 15640)

AFDC recipients have been enrolled in employment and training programs
under JTPA and other institutions for many years. Performance outcomes,
particularly those related to vage at placement and job retention, can be
adapted from these programs for interim use by JOBS administrators. Given
the JTPA experience with cost measures we recommend that HMS refrain from
including any cost measures in the development of its final performance
standards.

2) Basic Literacy Level (Preamble - p. 15642)

High wage jobs require educational levels at and beyond high school. To
be consistent with long-term employability goals of the JOBS legislation,
the literacy level of eighth grade should be eliminated and replaced with
a level which will assure a worker access to the primary job market.
States should not be encouraged to place workers in lower level jobs which
do not require English proficiency.

3) Emphasis on Short-Term Training (Preamble - p. 15656)

JTPA has been rightfully criticized for short-term, low-cost, low-wage
placements. This emphasis on short-term training is disturbing in the JOBS
regulations. We urge HHS-FSA to refocus its regulations on quality
training leading to long-term employability for participants.

4) Participation (Section 250.1)

The requirement that OJT and work supplementation placements must be full-
time in order to count towards participation is an unreasonable standard
which would encourage states to rely more heavily on CVEP and job search
as their JOBS program components. Also it would prevent placement in OJT
of mothers of children under six who are required to participate only
part-time. The use of hours as the single most important measure for
assessing participation will surely drive the system to seek to "fill time"
for participants rather than focus on a more beneficial mix of services
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which will enhance their job prospects. An overreliance on job search and
CVI? activities to fill tine may aid program administrators, but will do
little for clients. All successful employment and training programs have
a customized service mix including assessment, which is flexible based upon
the participants skills and needs. V. rscomeand that hourly participation
rates not be used as the primary determinant of participation, but rather
that acceptable participation be the result of an individualized
employability development plan agreed to by the administrative agency and
the client. The hourly participation rates are also used to undermine the
requirement in the Family Support Act that volunteers be given priority
of service. So, if an exempt member of target group (perhaps a single
mother high school drop-out with a two year-old) volunteers for a program
that operates 15 hours a week, the state could choose not to include her
in the program because she won't help them meet their participation quota.
The preamble in the final regulation should make clear the state's duty
to serve volunteers within target groups first end to provide them with
supportive services, as necessary for participation.

5) Coordination and Consultation (Section 250.12)

The substance of Sections 141 and 143 of the Job Training Partnership Act
should be included in this section. Organized labor involvement in the
design and development of JTPA programs brings higher quality training and
higher wage job placements for participants. JPTA requirements that
organized labor be consulted in the design of training and concur in
specific workplace training activities helps assure that programs train
for occupations that are in demand. In the regulations the Department
indicates that it is interested in addressing the quality training issue.
Organized labor participation as it is outlined in current JPTA law and
regulations could, if implemented properly, provide an excellent basis for
the development of successful JOBS training programs.

6) Contracting Authority (Section 250.13)

Adding "cost effectiveness" to the listing of factors to be used in
selecting service providers could be misinterpreted by program
administrators who would then select the cheapest, but not necessarily the
best program deliverer. Under JTPA the Department of Labor has developed
a standard which asks administrators to assess the- "reasonableness" of
costs in light of the program objectives. In addition to a
"reasonableness" standard we would recommend HHS-FSA encourage the
selection of deliverers based upon the quality of jobs developed, wages
at placement and job retention guarantees.

7) State JOBS Plan (Section 250.20)

In order to assure maximum public review and comment we recommend that
consistent with JTPA regulations appropriate labor organizations be given

2
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the opportunity to review and comment on the state plan. Training services
provided under JOBS are almost identical to those provided under JTPA.
Labor organizations representing workers in occupations identified for
training under the JOBS plar% can be a valuable resource for program
administrators in the design of curriculum as well as the placement of
participants.

8) 8tate Plan Content (Section 250.21)

Subpart (d) should require information on the number of participants to
be served in each component as veil as detailed demographic and education
data to assure that those most in need are targeted for service.

Subpart (f) should require consultation with organized labor along with
a description of the nature of coordination with public and private
agencies. This section should contained detailed information on the nature
and frequency of the contact with such organizations, the primary contact
person as well as a description of the monitoring and oversight activities
which the state will undertake to assure program performance and compliance
with law and regulations.

Subpart (g) should contain specific descriptions of the contracting
procedures and the methods for payment and performance as well as the
procedures for monitoring local implementation of programs, whether they
are subcontracted or directly administered.

9) Initial Assessment and Employability Plan (Section 250.41)

The proposed regulation does not allow states to count time spent in
assessing participants' skills and developing an individualized
employability plan as meeting participation requirements. The effect of
this will be to encourage the states to spend less than the appropriate
amount of tine on the most vital phase of the program. Assessment is a
critical component in the development of training programs and these
regulations should contain minimum standards on this tool. It is the first
step in the development of a systematic and long-range plan to permanently
reduce welfare dependency. Assessment tools should be geared to long-term
training and higher level skills. Participants should not be denied the
benefits of a comprehensive assessment and training plan in order to place
then in a quick-fix CVRP or low-wase job placement.

10) Nandatory Componnts (Section 250.44)

A combination of job skills training and on-the-job training is an
excellent method for assuring labor-market success. JOBS regulations
should offer maximum flexibility for program administrators to combine
these components. This may require changes in hourly participation
requirements as noted previously.

3
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STATtEmEN or THE AMmRcAN Socrzry oF PAYROLL MANAGEMENT

REFUNDABLE CREDIr

Before the Committee completes its evaluation of the child tax credit proposals,
three practical considerations of the advance payment feature are herein offered. To
the tax writer, they may seem of little consequence. But to the employer, and espe-
cially the payroll department or administratOrl they involve operations and cost
considerations of' consequence. The credits themselves are not an issue for the em-
ployer. What is addressed here is the advance payment feature: that interest in ad-
vance payment may be low, that costs to handle them will be high, and that ad-
vance credits will be unenforceable.

1. Advance payment may be unpopular among the eligible. This has been the case
with the Earned Income Tax Credit (EIC) under which advance payments have been
possible since 1986. Only about 10,000 people signed up for advance payment during
the first year.(1) Since then, the situation has not changed. According to a survey
conducted in March 1989 among ASPM members, enrollment of eligible employees
for advance payment is less than 1/100 of one percent.(2)

Lack of interest was evident from Lhe start and caused community and social
service groups to investigate. As early as May 1987, a study was conducted in Hart-
ford Connecticut to identify why eligible workers were not coming forward. Lack of
information about the program was not evidenced. Rather, respondents indicated
that

They don't file tax returns, and don't want to get involved
The benefits of the tax credit are not worth having the IRS get on their case
Many among the lower-paid workforce are employed part of a year and receive
benefits during non-working months which might be reduced for a tax credit(3)

There are now three years of low interest in the EIC, despite programs td-educate
the eligible and rules that require employers to give written notice to employees
who may be eligible (Notice 797). One could reasonably expect that factors other
than the merits of the child tax credits would keep the level of requests for advance
payment at a similarly low level.

2. Employers' administrative costs must be weighed. Advance payment will require
modification of the automated payroll systems used by larger employers and the
service bureau systems used by smaller firms. Systems changes are costly, an aver-
age of $33,000 to modify a system to accept and issue advance refunds.(4) Were each
of the approximately 19,000 employers with 1,000 plus employees to make such an
outlay, the expenditure would total $625 million, which, as a deductible business ex-
pense, would reduce federal revenue by 34% or $213 million during the start up
year.

Changing an employee's pay requires documentation and careful recordkeeping.
Advance payments would require new forms and paperwork. The cost to issue an
advance payment could average $9.00 each.(4) Thus shifting administration from the
government to the employer triggers real out-of-pocket program costs. Gearing up
for advance credits will be easier for some firms than for others. In some cases the
extra work could be critical because these employers lack resources to deal with the
administrative requirements or pay for the extra costs.

3. Enforcability would be difficult. Many are concerned about the consequences of
credits issued in advance to the ineligible. While the employer knows what it pays
the employee, this does not guarantee eligibility because other sources of income
could put the employee over the income limit. Who will certify eligibility? Will the
IRS be able to identify the ineligible? If so, this would be after the credits had been
made and recovery could be difficult. Would recovery result in a flood of tax levies
to be deducted from the paycheck?

CONCLUSION

it is strongly urged that the refundable feature of the child tax credit proposals be
left out of the final program for the reasons presented above.

REFERENCES

(1) Ways & Means Committee "Green Book', p. 793.
(2) ASPM Survey, March 1989. Table I.
(S) Professional Media Services, Inc. Study for Hartford (Conn.) District Coopera-

tive Alliance. May, 1987. (Available from ASPM).
(4) ASPM Survey, March 1989. Table I.
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TABLE I.-EARNED INCOME CREDIT
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TABLE II.-IMPLEMENTATION & ADMINISTRATION
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50,000
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28,000
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n/a
n/a
n/a
R/a

16.00
12.00
10.00
n/a

5.00
2.00
R/a
n/a

20.00
10.00
10.00
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TABLE 1.-IMPLEMENTATION & ADMINISTRATION-Continued

Estmated co of empoyer
"exofy payroll sytem im aedt

600 ................................................................................................................. n/a 7.50
Average .. . ................................................................. ........................ 33,000 $9.35

STATEMENT OF THE BAPTIST JOINT COMMITTEE ON PUBLIC AFFAIRS

SUBMrrTED BY OuVER S. THOMAS, GENERAL COUNSEL

The Baptist Joint Committee on Public Affairs is composed of representatives
from eight national cooperating Baptist conventions and conferences in the United
States. They are: American Baptist Churches in the U.S.A. Baptist General Confer-
ence; National Baptist Convention of America; National Baptist Convention, U.S.A.,
Inc.; North American Baptist Conference; Progressive National Baptist Convention,
Inc.; Seventh Day Baptist General Conference; and Southern Baptist Convention.
These groups have a current membership of nearly 30 million. Because of the con-
gregational autonomy of individual Baptist churches, however, the Baptist Joint
Committee does not purport to speak for all Baptists.

Through a concerted witness in public affairs, the Baptist Joint Committee (here-
inafter BJC) seeks to give corporate and visible expression to religious liberty for all
people and to the separation of church and state as the institutional guarantor of
that liberty. Because child care in general is not within the program assignment of
the BJC, we will limit our comments to the church-state questions raised by these
programs and proposals.

A. CHILD CARE WELFARE PROGRAMS

Any child care program that provides grants and contracts to churches and other
pervasively sectarian institutions is constitutionally suspect. This is particularly
true after the Supreme Court's 1988 decision of Bowen v. Kendrick, -- U.S. -,
108 S.Ct. 2562. In Kendrick, the Court addressed a hybrid program of education and
social welfare services much like child care. In fact, one of the services funded
under the Adolescent Family Life Act at issue in Kendrick was child care. Also in-
cluded were counseling, pregnancy testing, prenatal care, transportation, and other
social welfare services.

The Court's opinion, written by the Chief Justice, distinguished between "perva-
sively sectarian" institutions (e.g., churches, synagogues, and parochial schools) and
those institutions that are merely religiously affiliated (e.g., colleges, universities,
community centers, and church charities) in determining whether the program as
applied would be constitutionally infirm. While the religiously affiliated institutions
were deemed eligible to participate on an equal basis with their nonsectarian coun-
terparts, the Court at three separate points in the opinion indicated that pervasive-
ly sectarian institutions would be disqualified from participating.

A broad interpretation of Kendrick suggests that churches and other pervasively
sectarian institutions are disqualified altogether from receiving federal grants and/
or contracts. A more narrow interpretation suggests that it is possible for pervasive-
ly sectarian institutions to participate in such programs as long as adequate safe-
guards are included to prevent (1) a primary effect that advances or inhibits reli-
gion, and (2) excessive entanglement between church and state. See Lemon v. Kurt-
man, 403 U.S. 602 (1971). A mere prohibition against sectarian purposes and activi-
ties is an insufficient constitutional safeguard, as such a provision als was included
in the Adolescent Family Life Act.

B. TAX CREDIT PROPOSALS

Unlike child care welfare programs, child care tax proposals generally do not
raise significant constitutional problems. For example, few would question the legal-ity of the dependent care credit (26 U.S.C. § 21) that is available to working parents
regardless of whether the child care they purchase is sectarian or nonsectarian,
family or center based. Even more secure would be the legality of a tax benefit for
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all parents of young children regardless of whether the parents purchase child care
services.

C. CONCLUSION

If Congress wishes to assist parents whose children, by choice or necessity, will
attend church child care centers, the preferred mechanism for constitutional pur-
poses is the tax code rather than federal subsidies. Obviously, no tax benefit could,
or should, be limited exclusively to parents who utilize religious providers.

STATEMENT OF HoN. THOMAS J. DOWNgY, A U.S. REPRESENTATIVE FROM NEW YORK

Thank you for the chance to be here this morning to talk about child care issues.
A number of the items on our legislative agenda this year are designed-probably

without a lot of forethought and from a variety of perspectives-to address one basic
problem that threatens to undermine our nation: the poorest 20 percent of Ameri-
can families have watched their incomes decline, despite work, as right before their
eyes, the wealthiest of American families grew richer. This is a fact that does not fit
well with America's image of itself, its values and its sense of justice. That there are
20 million Americans who find themselves working hard but still poor has led many
to ask, "What can we do to help?"

There is no quick fix to helping these families. A set of parallel lines, not a single
straight one, is the most direct path we can take to helping working poor families.
The nature of those parallel lines hi fairly obvious. We must increase family income
in ways that reward work while simultaneously reducing the costs of working. In
short, we can't put all our eggs in one basket or spread our efforts so thinly that
they have no effect.

A minimum wage increase is a good place to start, as both Houses of Congress
have realized. We cannot expect families working full-time at a minimum wage job
that pays well below the poverty line to make it, no matter where they live in this
country.

The erosion of the minimum wage has happened more by neglect than by design.
In the 1960s and 1970s, the minimum wage provided a wage floor that kept most
families out of poverty. Today, the minimum wage is too low to support more than
one person above the poverty line. Inflation has eaten up over one-quarter of the
purchasing power of the minimum wage since 1981, the last time it was raised.
Today, a family of four whose breadwinner works at a minimum wage job has an
income of only 62 percent of the poverty threshold. That is very wrong and sends a
terrible message about the value we place on the work of those earning the lowest
wages in our country.

Increasing the minimum wage won't solve the whole problem, however. To help
make work pay again, I advocate expanding an existing tax break for families with
low incomes-the earned income tax credit. You're all familiar with the EITC so I
won't bore you with a detailed explanation. Suffice it to say that the EITC is one of
the most powerful anti-poverty tools at hand. We should not hesitate to use it.

I also support extending the dependent care tax credit to working poor families
and increasing funding for the title XX social services block grant. The dependent
care tax credit partially offsets child care expenses; however, it is currently of no
use to the poorest of working Americans: those who owe no taxes. By making this
credit refundable we would help low income families cope with the high cost of child
care. Increasing the title XX social services block grant will give States another tool
to help the neediest families with their child care expenses, further reducing the
cost of work.

As a final step, we've got to significantly expand and improve our child care re-
sources. Tax credits are great but they won't work for everyone, nor will they
assure parents that their children are safely cared for while they are at work.
Friends can differ about how to best deliver child care services but a recent poll by
Lou Harris reaffirmed for me just how universal the child care issue is. According
to the Harris poll, as the vast majority of American families with young children
woke this morning, the parents had one question on their minds: "What am I going
to do with my kids today?"

Again according to Har, working families feel a terrible insecurity about their
child care arrangements and have a sense that their support system is collapsing
around them. Most would prefer to leave their young children with grandparents
while they work; for most, however, that's not an option. They resort to a variety
child care arrangements, pay huge amounts of their income for child care and-
across the income spectrum-worry about the quality of what they have bought.
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Money alone does not guarantee quality. These families want help from government
at all levels. Our job is to give it to them in a way that spends our limited dollars
sensibly, helps parents make their own choices, and keeps the government role
simple and understandable.

We have a chance in the 101st Congress to really make a difference for the thou-
sands of American families who are playing by the rules but can't make it. For
them, work is done every day but poverty is a way of life. They deserve better. Let's
give them a fair shot at the American dream.

STATEMENT OF JONATHAN BARRY FORMAN, ASSOCIATE PROFESSOR, COLLEGE OF LAW,
UNIVERSITY OF OKLAHOMA, NORMAN, OK

Mr. Chairman: I am pleased to submit this statement for the record you are com-
piling on Child Care proposals. I am submitting this statement in my individual ca-
pacity as an Associate Professor of Law at the University of Oklahoma where I
teach courses on tax law and research primarily on the use of tax credits to help
low-income families. The purpose of this statement is to suggest a comprehensive
approach for using the tax system to provide help for low-income families with chil-
dren.

I. CURRENT TAX CREDIT PROPOSALS

In his Fiscal Year 1990 Budget, President George Bush recommended adoption of
a system of refundable child tax credits to help low-income families with children.
Basically, the Bush proposal would provide low-income families with their choice of
a refundable child and dependent care credit or a new child tax credit of up to
$1,000 per year for each child under age 4. On March 15, 1988, President Bush for-
warded his proposal to Congress, where it has been introduced as the Working
Family Child Care Assistance Act.1

A number of Senators and Representatives also have introduced tax proposals to
help low-income families with children.2 Like the Bush proposal, most of the Con-
gressional bills would modestly expand the system of tax credits used by low-income
families with children. President Bush and Congress are to be commended for their
concern about low-income families with children. It is my hope that the Administra-
tion and Congress can work together to fashion a comprehensive approach for using
the tax system to help provide for the child care and income needs of low-income
families.

I. TOWARDS A COMPREHENSIVE SYSTEM OF TAX CREDITS

This section outlines two recommendations that could lead to a comprehensive
system of tax credits to provide for the child care and income needs of low-income
families with children.3 First, in order to provide for the child care needs of low-
income families, the current child and dependent care credit should be made refund-
able and greatly expanded. Second, in order to take care of the income needs of low-
income families with children, a new children's allowance tax credit should be

I S. 601, 101st Cong. lot Sess., 135 Cong. Rec. S2571, S2721-S2723 (Mar. 15, 1989) (Sen. Robert
J. Dole, R-Kan.); H.R. 1466, 101st Cong., 1st Sess., 135 Cong. Rec. H708 (Mar. 16, 1989) (Rep.
Robert H. Michel, R-Ill.).

2 Among the proposals introduced in the 101st Congress, see e.g. H.R. 575, 101st Cong., 1st
Sess., 135 Cong. Rec. H92 (daily ed. Jan. 20, 1989) (Rep. Clyde C. Holloway, R-La.); H.R. 882,
101st Cong., 1st Sees., 135 Cong. Rec. H221 (daily ed. Feb. 7, 1989) (Rep. Thomas J. Downey, D-
N.Y.); H.R. 994, 101st Cong., lst Sess., 135 Cong. Rec. H273 (daily ed. Feb. 9,1989) (Rep. OlympiaJ. Snow, R-Me.); H.R. 1104, 101st Cong., 1st Sees., 135 Cong. Rec. H382 (daily ed. Feb. 23, l989)
(Rep. Thomas E. Petri, R-Wis.); H.R. 1448, 101st Cong., let Sees. H651, H697 (daily ed. Mar.
151989) (Rep. Richard T. Schulze, R-Pa.); S. 159, 101st Cong., lot Sees., 135 Cong. Rec. S171 (daily
ed. Jan. 25, 1989) (Sen. Pete V. Domenici, R-N. Mex.); S. 364, 101st Cong. 1st Sess., 135 Cong.
Rec. S1214 (daily ed. Feb. 7, 1989) (Sen. Albert Gore, Jr., D-Tenn.); S. 392, 101st Cong., Ist Sess.,
135 Cong. Rec. S1322 (daily ed. Feb. 8, 1989) (Sen. Dan Coats, R-Ind.); S. 409, 101st Cong., 1st
Sese. 135 Cong. Rec. S1413, S1443-81448 (daily ed. Feb. 8, 1989) (Sen. Rudy Boschwitz); 5. 412,
101st Cong., let Sess. 135 Cong. Rec. S1413, S1451-S1454 (daily ed. Feb. 8, 1989) (Sen. Bob Pack-
wood, R-Ore.); S. 450, 101st Cong., 1st Sess., 135 Cong. Rec. $1686 (daily ed. Feb. 23, 1989) (Sen.
Orrin Hatch, R-Utah); S. 492, 101st Cong., let Sees., 135 Cong. Rec. S1998, S2005 (daily ed. Mar.
2, 1989) (Sen. Rudy Boschwitz, R-Minn.)

s This statement is based on the author's forthcoming article, Forman, Beyond President
Bush's Child Tax Credit ProposaL Towards a Comprehensive System of Tax Credits to Help Low-
Income Families With Children, in Symposium on Poverty Law, 38(4) Emory Law Journal--
(forthcoming 1989).
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added to the Internal Revenue Code. These two recommendations are discussed in
turn.
A. An expanded child and dependent care credit

The current child and dependent care credit primarily benefits moderate- and
upper-income families and is of little benefit to low-income families. The principal
reason why the current child and dependent care credit is of such little use to low-
income families is that the credit is not refundable. Accordingly, most analysts have
concluded that making the child and dependent care credit refundable would be an
effective way to help provide for the child care needs of low-income families. In this
regard, the Bush proposal to make the child and dependent care credit refundable is
a positive step to help low-income families with their child care needs, but the Bush
proposal does not go far enough.

In order to really help low-income families with their child care needs, a refund-
able child and dependent care credit must also be improved and expanded signifi-
cantly. First, the amount of the child and dependent care credit should be increased,
and the increased credit should be indexed for inflation. Second, the credit should
be further adjusted for family size. Third, an advance payment mechanism for the
credit should be adopted. Finally, the credit should be based on employment-related
status, rather than on the amount of employment-related expenses. These proposed
changes are discussed in turn.

1. Increase and index the amount of the credit
Despite the fact that the costs of child care have increased dramatically over time

because of inflation, the maximum amounts of employment-related expenses which
may be considered in computing the child and dependent care credit have not been
increased since 1982 when they were fixed at $2,400 for one child and $4,800 for two
or more children. Consequently, since 1982 the maximum amounts of the child and
dependent care credit have also been frozen at $720 for one child and $1,440 for two
or more children. To make up for erosion of the child and dependent care credit
since 1982, the amounts of expenses which may be considered in computing the
child and dependent care credit need to be increased. Moreover, the increased
amounts should be indexed for inflation so that the value of the benefits is not
eroded by future inflation.

Furthermore, the allowable percentages of employment-related child care ex-
penses are simply inadequate to fund the child care needs of low-income families.

e current child and dependent care credit percentage is phased down from 30%
to 20% as the family's adjusted gross income exceeds $10,000. To significantly help
low-income families with their child care expenses, the applicable percentages of
employment-related child care expenses should be increased so that the credit reim-
burses low-income families for 50% or even 80% of their child care expenses.4

2. Further adjust the child and dependent credit for family size
The current child and dependent care credit provides a credit of up to $720 if

there is one qualifying individual in the taxpayer's household and up to $1,440 if
there are two or more qualifying individuals in the taxpayer's household. While
there probably are some economies of scale with respect to child care, larger fami-
lies nevertheless have greater child care needs. Accordingly, it would make sense to
provide additional credits for families with more than two qualifying individuals. At
the very least, the child and dependent care credit should have a third level allow-
in a larger credit if there are three or more qualifying individuals in the taxpay-
er s household.

8. Adopt an advance payment mechanism
In order to promote the welfare of poor children and their caretakers, the child

and dependent care credit should be paid to eligible families throughout the year,
rather than simply in a large annual lump-sum refund. Families subject to income
taxation can already reduce their withholding to account for the credit, rather than
simply receiving a large annual lump-sum refund. For families not subject to
income taxation, a mechanism similar to the advance payment feature of the
earned income credit and the direct deposit program for Social Security could be

4 In any event, the current phase-down schedule for the child and dependent credit has not
been increased since 1982, and, consequently, it is out of date. At the very least, the current
phase-down floor and ceiling should be boosted to take into account the inflation since 1982.
Moreover, to ensure that the phase-down schedule of the child and dependent care credit does
not further erode over time, the increased phase-down schedule floor and ceiling should be in-
dexed for future inflation.
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developed.6 Such an advance payment system would help provide timely child care
assistance to low-income families and so provide an important work incentive.

4. Base the credit simply on employment-related status
Rather than requiring each family to prove the actual amount of its employment-

related child and dependent care expenses, the credit should be based simply on the
family members' employment-related status. The current policy of requiring de-
tailed accounting for employment-related expenses imposes administrative burdens
on both the IRS and taxpayers. Moreover, the current policy discriminates against
low-income families who may secure care through informal arrangements with
neighborhood babysitters. These problems could be avoided if eligibility for the
credit was based simply upon the taxpayer's employment-related status. For exam-
ple, if the current credit were based simply on employment-related status, each
family with qualifying dependents would be allowed a credit of $13.85 ($720/52) per
dependent for each week that the parents were in employment-related status.

In this regard, the credit should also be extended to single parents who are full-
time students. At present, while the credit offsets the child care expenses of house-
holds in which one parent works and the other parent is a full-time student, the
credit is not currently available to offset the education-related child care expenses
of single parents who are full-time students. Extending the credit to single parents
who are full-time students would help them continue their education.
B. A refundable children's allowance credit

While President Bush's proposed child tax credit is a step in the right direction, it
does not go far enough. The credit provides income assistance only to working fami-
lies with children under age 4. Instead, the tax system should be used to provide
income assistance to all low-income families with children through a universal
system of refundable children's allowance credits. These children's allowance credits
should be significant in amount, indexed for inflation, and eligible recipients should
be allowed to elect advance payment of these credits.

1. The need for a universal program to provide income-assistance to low-income
families with children

The United States has no universal cash benefit program for all poor children.
Instead, a variety of programs provide benefits to some, but not all, low-income fam-
ilies with children. In 1987, 32.5 million persons were in poverty, including almost
13 million children. Yet only 11 million persons were in families that received Aid
to Families with Dependent Children. Similarly, in 1987, only 19.1 million poor per-
sons participated in the food stamp program, just 58.7% of the poor population.

Unlike the United States, many industrialized nations do provide a public, univer-
sal child benefit based oni the presence and number of children in a family. These
benefits are modest: typically between 5 and 10 percent of average gross wages for
each child. Nevertheless, such children's allowances provide important income as-
sistance to low-income families with children. 6

2. A modest proposal for a refundable children's allowance credit
To help the children in low-income families, I suggest that a refundable children's

allowance tax credit be added to the Internal Revenue Code. Consistent with Bush's
proposed child tax credit, the credit should be significant in amount, indexed for in-
flation, and eligible recipients should be allowed to elect advance payment of the
credit. Unlike Bush's proposed child tax credit, however, the children's allowance
credit should be made available to all low-income families with children.

a. The amount of the credit.-Consistent with Bush's proposed child tax credit themaximum refundable children's allowance credit shoulder $1,000 per eligible child.
A family of four with two eligible children would thus receive a children's allowance
credit of up to $2,000 each year. To ensure that the amount of the credit is not
eroded as a result of future inflation, the credit amount should be fixed at 50 per-

3 For example, a qualifying individual could be allowed to furnish a "child and dependent care
credit advance payment certificate" to his or her employer, bank, or social service agency. Em-
ployees would then receive advance payment of the credit from their employers, while other
claimants would have their payments directly deposited with their designated banks or social
service agencies.

6 TheUnited States does provide a "universal" deduction for personal exemptions; however,
the deduction for personal exemptions provides little or no benefit to taxpayers with incomes
below their applicable income tax thresholds. In this regard, a personal exemption of $2,000 re-
sults in a tax savings of $60 to a taxpayer facing the 28% marginal tax rate, $300 to a taxpayer
facing the 15% marginal tax rate, yet nothing at all to low-income families with children.
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cent of the personal exemption amount. In this regard, however, the credit should
be in addition to the current $2,000 personal exemption deduction with respect to
eligible children, but should phase-out at relatively low incomes so that few families
receive both benefits.

b. Eligible children.-Unlike Bush's proposed child tax credit, the definition of an
eligible child for purposes of a children's allowance credit should not be limited to
children under age 4. At the very least, a family should be allowed to claim a $1,000
children's allowance credit for each child in the household who is a qualifying indi-
vidual within the meaning of the child and dependent care credit. That is, each
family should be allowed to claim the credit with respect to each child of the tax-
payer under age 13 and older children who are physically or mentally incapable of
self-care.

c. Claiming the credit.-In general, the children's allowance credit would be
claimed on an income tax return in much the same way that the personal exemp-
tion is claimed. Also, consistent with Bush's proposed child tax credit, eligible fami-
lies should be allowed to receive advance payment of their anticipated credit
amounts by filing a proper form with their employer or with a bank or social serv.
ice agency.

There would be few additional administrative bu-dens. Tax returns already ask
taxpayers to identify any dependents that they claim. While neither the current IRS
Form W-2, Wage and Tax Statement, nor the current earned income advanced pay-
ment certificate require much detail about children, they could be easily modified.

d. Phasing-out the children's allowance credit. i. Keep the cumulative marginal tax
rates low.-To keep the costs of the children's allowance credit manageable, the
credit will need to phase-out as family income increases. Consistent with Bush's pro-
posed child tax credit, initially it might make sense to recover each $1,000 credit at
adjusted gross incomes over $8,000. Unlike the Bush proposal, however, in order to
keep cumulative marginal tax rates low, the phase-out rate for the children's allow-
ance credit should never exceed 20%. That is, the $1,000 children's allowance cred-
its should be recaptured one at a time.

ii. Base eligibility for the credit on need. Also, as the children's allowance credit
would be similar to a welfare payment, it should be means-tested. In this regard,
most welfare programs are means-tested; that is, individuals are eligible for welfare
benefits only if they can demonstrate that they are needy. In order to better target
the children's allowance credit to the neediest families, it might make sense to base
the phase-out of the credit on something like economic income. At the very least it
might make sense to base the phase-out on adjusted gross income plus the value of
any child support, welfare benefits, Social Security, and private pension amounts re-
ceived by the taxpayer during the year.
C. Tax credits as an alternative to welfare

An increased and refundable child and dependent care credit and a refundable
children's allowance credit would provide significant child care and income assist-
ance to low-income families with children. In order to provide additional work in-
centives and to make work pay, it might also make sense to increase the amount of
the earned income credit for all workers. Together, a refundable child and depend-
ent care credit, a refundable children's allowance credit, and an expanded earned
income credit could form the basis for a comprehensive income transfer program for
low-income families that could ultimately replace many existing welfare programs.

Of course, any system of refundable tax credits could be expensive, but needed
revenues can come from a variety of sources. For example, to fund their refundable
tax credit proposal, Rep. Thomas J. Downey (D-N.Y.) and Senator Albert J. Gore, Jr.
(D-Tenn.) would raise some $35 billion in new revenues over the next five years by
imposing a 33% marginal tax rate on all high-income taxpayers. Similarly, repeal-
ing some of the billions of dollars of tax expenditures could generate revenues that
could be used to expand the system of refundable tax credits. Revenues could also be
shifted to a system of refundable tax credits from other income security programs.

CONCLUSION

To help low-income families with their child care needs, the child and dependent
care credit should be made refundable and expanded significantly. To help provide
income assistance for all low-income families with children, a refundable children's
allowance tax credit should be adopted. Together, these proposed changes would go
a long way towards bringing low-income families with children out of poverty.
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