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What Child Care Advocates
Need to Know about the
Upcoming Tax Debate

Policymakers are preparing a tax bill for this year that could have drastic implications
for women, families, and our ability to invest in child care and early learning.
Republicans are planning to give away massive tax cuts to billionaires and big
corporations—at the expense of families who are already strugagling to afford basic
necessities like child care and early educators who can barely make ends meet.

Here's what child care advocates need to know.

Tax breaks for the rich deplete revenues for child care and other programs for
families. In order to tackle the child care crisis in this country, we need to greatly
expand investments in the child care system and significantly increase direct child
care assistance. But the Republican tax proposals would cut almost $8 trillion dollars in
federal revenues, a massive giveaway to wealthy Americans and big corporations that
would come at the cost of investments in women and families. It will put expansions in
child care funding further out of reach.

Republicans want to pay for their tax bill by cutting critical programs families

and educators rely on. To help offset the immense cost of the bill, Republicans

have indicated they are planning to make sweeping cuts to critical family programs,
such as Medicaid, the Supplemental Nutrition Assistance Program (SNAP), and the
Temporary Assistance for Needy Families (TANF). They have also threatened to repeal
the Head of Household tax filing status, which would especially hurt single mothers.
These programs and tax policies help families afford health care, food, and other basic
needs—so cutting them to pay for tax breaks for the richest and corporations will raise
costs for families.
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https://nwlc.org/resource/5-faqs-on-the-republican-tax-plan/
https://nwlc.org/house-republicans-billionaire-tax-cuts-come-at-a-cost-your-familys-budget/
https://www.crfb.org/papers/fiscal-impact-harris-and-trump-campaign-plans
https://www.politico.com/f/?id=00000194-74a8-d40a-ab9e-7fbc70940000
https://itep.org/effort-to-make-single-parenthood-more-expensive-project-2025/

Tax credits for families are not a substitute for care investments. The tax bill may
include some changes to tax credits, such as the Child Tax Credit (CTC) or the Child
and Dependent Care Tax Credit (CDCTC). It’s unlikely that the proposed changes would
provide real help to families with low and moderate incomes, given that Republicans
are generally looking to cut, rather than expand, benefits. Even if they were expanded,
these credits would not solve the child care crisis, particularly if they are part of a bill
that cuts trillions in federal revenue. Tax credits are insufficient to cover the immense
cost of child care. What's more, they do not help increase the supply of care or improve
child care providers’ wages or working conditions. Moreover, Republicans are on
record as considering tax credit changes that are straightforwardly harmful to families,
including taking the CTC away from even more immigrant families and repealing the
CDCTC altogether.

Some child-related tax benefits do not meaningfully address the cost of care or
build the supply of care. Recently. policymakers have considered improvements to the
Dependent Care Assistance Program (DCAP) and 45F child care tax credit. It's unlikely
that these provisions will be included in the tax bill, but advocates should not waste
time pushing for them, because neither of these tax benefits meaningfully help families
or help grow the child care supply or support the workforce.

+ DCAPs are voluntary benefits that employers can offer. They provide tax savings
for employees who can afford to put money aside for child and dependent
care expenses. DCAPs are mostly available to high-income earners in specific
industries. They do not provide more resources for care, limiting their usefulness
for families most in need of support. Moreover, proposals to expand DCAPs
focus on increasing employee contributions, which only benefits higher earners.

+ The 45F child care tax credit is available to a business that provides child
care benefits to its employees. The credit has not been widely utilized, largely
benefits big corporate employers, and is more likely to reach high-income
employees. Furthermore, the credit has not demonstrably increased the child
care supply. It may only provide a windfall to employers that would have
provided care anyway.

Republicans in Congress have already begun negotiating the tax
bill, and it could be signed into law as early as the spring. Child
care advocates can advocate for the best interest of the child
care system and families in tax debates by: opposing any more
tax breaks for the wealthiest and big corporations; opposing

cuts to programs for women, children and families to pay for tax
cuts for billionaires; and pushing for the public investments and
robust policies that are needed to build a child care system that
works for families, the child care workforce, and our economy as
awhole.
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https://www.irs.gov/credits-deductions/individuals/child-tax-credit
https://www.irs.gov/credits-deductions/individuals/child-and-dependent-care-credit-information
https://www.irs.gov/credits-deductions/individuals/child-and-dependent-care-credit-information
https://nwlc.org/resource/the-child-tax-credit-is-great-but-it-wont-solve-the-child-care-crisis/
https://www.commerce.gov/news/blog/2024/06/childcare-costs-reduced-work-and-financial-strain-new-estimates-low-income
https://www.commerce.gov/news/blog/2024/06/childcare-costs-reduced-work-and-financial-strain-new-estimates-low-income
https://nwlc.org/some-senators-want-to-lay-the-groundwork-for-a-national-abortion-ban-in-our-tax-code-dont-fall-for-it/
https://www.politico.com/f/?id=00000194-74a8-d40a-ab9e-7fbc70940000
https://www.politico.com/f/?id=00000194-74a8-d40a-ab9e-7fbc70940000
https://www.politico.com/f/?id=00000194-74a8-d40a-ab9e-7fbc70940000
https://home.treasury.gov/system/files/131/Estimated-Benefit-fr-CDCTC-and-FSA-for-2020-01142020.pdf
https://home.treasury.gov/system/files/131/Estimated-Benefit-fr-CDCTC-and-FSA-for-2020-01142020.pdf
https://home.treasury.gov/system/files/131/Estimated-Benefit-fr-CDCTC-and-FSA-for-2020-01142020.pdf
https://www.kaine.senate.gov/press-releases/kaine-and-britt-introduce-bold-bipartisan-proposal-to-make-child-care-more-affordable
https://www.gao.gov/products/gao-22-105264
https://crsreports.congress.gov/product/pdf/IF/IF12379

