VO NATIONAL
MWOMEN'S
LAWCENTER

EXPANDING THE POSSIBILITIES

Developing America’s Potential: An Agenda for Affordable, High-Quality Child Care
Factson Helping Families Afford Child Care Costs

In many American families, both parents have to work outside the home to make ends meet, but
in order to work and contribute to our economy, parents need reliable child care. Child careisa
basic that helps families get ahead by giving parents the support and peace of mind they need to
be productive at work. And child care gives children the strong start they need to succeed in
school and inlife. Yet, families struggle to afford the cost of child care on their own, and
frequently need a helping hand. To support children, families, and our nation in reaching their
full potential, the Agenda advocates for strategies that will make it possible for every family,
including those of children who are English-language learners or have special needs, to afford
high-quality child care and keep working.

Families Struggle with Child Care Costs

e Theaverage fee for full-time care ranges from nearly $3,400 to $15,900 annually, depending
on where 1the family lives, the type of care (center-based or family child care), and the age of
the child.

e Forty percent of poor, single, working mothers who paid for child carein 2001 paid at least
half of their cash income for child care; an additional 25 percent of these families paid 40
percent to 50 percent of their cash income for child care.

e On average, the price of full-time care for an infant and a four-year-old in achild care center
increased 6.5 percent and 5.2 percent, respectively, between 2006 and 2007—faster than the
rate of inflation.>

L ow-Income Families Are Deprived of the Child Care Assistance They Need

. OQIy onein seven children eligible for direct child care assistance under federal law receives
it.

e Federal funding for the Child Care and Development Block Grant, the major federal child
care p5rogram that provides this assistance, failed to keep pace with inflation from 2002 to
2008.

e Most statesfall short in their child care assistance policies, setting income eligibility limits
far below the maximum amount allowed under federal law, reimbursing child care providers
at rates significantly lower than the federally recommended level, and/or requiring parents
receiving child care assistance to bear a significant share of the costs.®

e 1n 2008, afamily of three earning just over $35,200 a year could not qualify for child care
assistance in approximately three-quarters of the states.’

e Parents often face bureaucratic obstacles to getting and keeping the assistance they need to
help pay for child care. They find it challenging to comply with complex requirements for
child care assistance while juggling work and family responsibilities.® Many families with
limited English proficiency have particular difficulty accessing child care assistance.’

e The Child and Dependent Care Tax Credit (CDCTC) covers up to 35 percent of afamily’s
qualifying child and dependent care expenses, up to $3,000 for one dependent and $6,000 for
two or more dependents.’® Yet it is nonrefundable, so it is unavailable to families with
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incomes that are too low for them to owe income taxes. If the CDCTC were made fully
refundable, it is estimated that the proportion of the benefits going to the two-fifths of
households with the lowest incomes would increase from 4 to 33 percent,™ and an estimated
additi olrzlal 1.5 million families with incomes below $30,000 a year would claim the CDCTC
credit.

Low Provider Reimbursement Rates Limit Families Accessto Child Care

e States determine how much they will reimburse child care providers serving children
receiving child care assistance. Adequate reimbursement rates encourage providersto serve
children receiving child care assistance and give providers the resources they need to support
good-quality care.

e Child care providers need reimbursement rates that allow them to cover the increasing cost of
basics such as rent and utilities, pay salaries that are sufficient to attract and retain well-
qualified staff, and afford the supplies and equipment integral to a good learning
environment.

e |n 2008, 40 states and the District of Columbia had rates that were based on outdated market
rate surveys, or below the level recommended in federal regulations (the 75™ percentile of
current market rates, which gives families access to 75 percent of the providersin their
communities).*?

¢ In 20 states, maximum reimbursement rates for center-based care for afour-year-old in 2008
were 20 percent or more below the federally recommended level.**

Increased Accessto Child Care Assistance Would Improve Families Economic Well-Being

e Child care subsidies increase the probability that families leaving welfare will stay
employed™ and decrease the chances of families returning to welfare.*

e Child care assistance increases parents’ ability to juggle their commitments to work and
family and increases their potential to learn new skills or return to school.*’

Administrative mprovements Would I ncrease Families' Accessto Child Care Assistance

e Allowing familiesto remain eligible for child care assistance for one year without having to
reapply or renew their eigibility, provided there are no magjor changes in their income or job
status, would make it much easier for eligible families to retain assistance.™®

o Waéll-designed computer systems for public assistance programs can reduce administrative
workloads and improper paymentsand simplify application and retention processes.™

Developing America’s Potential: An Agenda for Affordable, High-Quality Child Care Includes

Provisionsto:

e Enable more low- and moderate-income families to have access to affordable child care by
doubling the number of children in low-income families receiving direct child care assistance
and by making the Child and Dependent Care Tax Credit refundable, expanding its sliding
scale for determining the amount of the credit, and indexing the credit for inflation.

e Require states to reimburse providers caring for children receiving federally funded child
care assistance at no less than the 75™ percentile of the current market rates, with higher rates
and bonuses for care that isin short supply.
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o Facilitate eligible families' accessto the child care assistance system by requiring states to
set aone-year eligibility determination period for child care assistance, establish a computer
system to streamline administration of the state’s child care assistance program, and support
outreach to families with limited English proficiency.
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