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PART 1

DESCRIPTION OF ASSEMBLY BILL 434

This Part describes a bill which was recommended by the Special
Committee on Child Care and Early Education and introducedby the
Legislative Council in the 1983 Legislature:

e Assembly Bill 434, relating to day care services
and funds, granting rule-making authority and
making an appropriation.

The Special Committee voted, in a mail ballot conducted after the
Committee”s final meeting on March 17, 1983, to recommend iIntroduction of
Assembly Bill 434 ona vote of Ayes, 11; Noes, 0; and Not Voting, 4.

At its April 20, 1983 meeting, .the Legislative Councilvoted to
introduce Assembly Bill 434 on a vote of Ayes, 12; Noes, 4; Absent, 3; and
Not Voting, 0. The Bill was introduced on May 5, 1983, and referred to
the Assembly Committee on Children and Human Development.

This Bill contains several changes in the laws relating to day care
services and funding. Each of the changes is described below.

A.  EARMARKING OF DAY CARE FUNDS

Under current law, counties receive funding for the provision of day
care services through the Community Aids Program. Community Aids are
state and federal funds distributed by the Department of Health and Social
Services (DHSS) to counties for social services for Jlow-income persons,
alternate care for children and services for low-income mentally ill,
alcoholic, other drug abusing and developmentally disabled persons.

Social services funded through the Community Aids Program include day

care, respite care, supportive home care, housing assistance,
transportation, home-delivered or congregate meals, recreation, fTamily
planning, information and referral, counseling and legal services. In

addition, alternate care for children provided in shelter care facilities,
foster homes, group homes and child-caring institutions is funded through
the Community Aids Program. Counties have considerable flexibility in
determining how much funding to allocate for each type of service. State
statutes require counties to provide social services but do not specify
the types of services to be provided.



Prior to fiscal year 1981-82, federal and state day care funds were
provided to counties In a separate appropriation, instead of through the
Community Aids Program. In the 1981-83 biennial budget, day care funds
were folded into the Community Aids Program and were not statutorily
earmarked for day care. However, in 1982, the DHSS decided to earmark day
care funds, allocating the earmarked funds to counties after each county
had spent a certain portion of its Community Aids funding on day care
services. In 1983, the DHSS earmarked day care funding in the same manner
as the previous year, except that the DHSS allowed any county to waive or
transfer, at the beginning of the calendar year and with DHSS approval, a
portion of 1its earmarked day care funding for the provision of other
social services. During 1983, 16 counties requested and received waivers
of a portion of their day care funds, totaling $407,535 for the 16
counties.

In the proposed 1983-85 biennial budget, the Governor has proposed
that day care funding be statutorily earmarked as part of the Community
Aids appropriation and that counties be allowed to transfer these funds to
other social services, with the”approval of the OHSS.

Assembly Bill 434 requires that day care funding provided to counties
through the Community Aids Program be earmarked and that this funding not
be wused for any purpose other than the provision of day care services.
The Bill also requires that day care funds unexpended in the first year of
the biennium be carried over to the second year.

B. CERTIFICATION STANDARDS

Under current law, all day care centers providing care for four or
more children ror less than 24 hours a day must be licensed by the state
as a day care center. Providers caring for three or fewer children are
not required to be licensed.

Prior to 1981, federal Ilaw required day care providers who received
federal .day care funding to meet federal certification standards. In
1981, as a result of the federal block grant initiative, the federal
government no longer set standards for day care providers who receive
federal funds. The states are now required to set these standards.

Currently, the DHSS requires day care providers who wish to receive
federal and state day care Tfunding to be certified. Licensed day care
providers are automatically considered by the DHSS to be certified but day
ecare providers who care for three or fewer children must meet DHSS
certification standards and must be certified by the county. The
certification standards currently in effect are contained in Chapter 1V,
Section 4, of the DHSS Community Social Services Manual.



Assembly Bill 434 requires the OHSS to promulgate its certification
standards as administrative rules within three months of passage of this
act. Under the Bill, counties are statutorily required to certify day
care providers who care for three or fewer children and who receive
federal and state day care funding, using OHSS certification standards.

C. REGISTRATION OF DAY CARE PROVIDERS

Assembly Bill 434 requires the DHSS to register all licensed day care
centers and to charge a $10 fee every two years for such registration.
The Bill requires counties to register all day care providers who are not
required to be licensed but who are certified to receive: day care funds.
Counties are permitted to charge a $10 registration fee every two years.
Persons who are not otherwise required to be registered may voluntarily
register with the OHSS by paying the $10 fee every two years.

Under the Bill, the DHSS is required to use the information obtained
through the registration process to maintain a centralized list of all
registered day care providers. The DHSS 1is also required to provide
registered day care providers and counties with an informational brochure
on basic child care and licensing and certification requirements for day
care providers.

The purpose of the registration system is to develop a centralized
list of day care providers in the state and to assist In educating these
day care providers on basic principles of providing quality child care and
on applicable state laws and regulations. The fee is designed to offset
the administrative costs involved with the registration of day care
providers and printing and distributing the brochures.

D. DAY CARE PROGRAMS OFFERED BY SCHOOLS

Currently, programs operated by puPlic schools are not required to be
licensed by the DHSS under s. 48.65, Stats., which requires that persons
who provide care for four or more children under the age of 7 for less
than 24 hours a day for compensation must be licensed.

Assembly Bill 434 allows a school board to establish and provide or
contract tor day care programs for children who [live in the school
district or who attend district schools and f.or children of school board
employes. The board could charge fees for all or part of the cost of the
service and could receive federal or state day care funding. Day care
programs operated by the school board would not be eligible for school
aids funding.



The Bill does not require day care programs operated by public
schools to be licensedUut does require that these programs meet the
standards for licensure established for day care centers by the OHSS.
School districts would be responsible for ensuring that their programs
meet OHSS standards.

E. YOUNG MEN?S CHRISTIAN ASSOCIATION LICENSING EXEMPTION

Current law provides an exemption Tfrom day care center licensing
requirements to the following individuals and organizations: ) a
relative or guardian of a child; (2) a public or parochial school; (3) the
Young Men®s Christian Association (YMCA); and (4) a person employed to
come to the home of the child"s parent or guardian.

Assembly Bill 434 removes the exemption from day care licensing for
day care programs operated by the YMCA. The licensing exemption for
YMCA®"s is removed on the grounds that there is no exemption for similar
nonprofit agencies and that YMCA day care programs should also meet the
minimum day care standards established by the state.

F. ZONING FOR FAMILY DAY CARE HOMES

Currently, a number of municipalities 1iIn the state have zoning
ordinances wmch prohibit or prevent the operation of family day care
homes in residential neighborhoods.

Assembly Bill 434 provides that no county, city, town or village may,
through a zoning ordinance, prevent a "family day care home"™ from being
located in a zoned district 1iIn which a single-family residence 1is a

permitted use. The Bill defines a "family day care home™ as a dwelling
licensed as a day care center by the OHSS where care is provided for not
more than eight children. The Bill also prohibits a municipality from

establishing standards for family day care homes which are different from
the state licensing standards.

G.  VOLUNTARY SUPPLEMENTATION OF DAY CARE RATES

Under current law [s. 46.03 (18)], the OHSS requires counties to
charge uniform countywiae fees for certain services provided or purchased
by the county, including day care services. Counties must set fees at a
level at which the service is generally available in the county. The OHSS
currently does not allow voluntary supplementation of these fees by a
client receiving the service.



Assembly Bill 434 allows county social services clients receiving day
care funding to voluntarily supplement the maximum rate set by the county,
if they wish to place their child in acenter which charges more than the
maximum rate. Under the Bill, counties would continue to be required to
set rates which are reasonable and to provide clients with a range of
adequate day care services within the maximum rate set by the county.

Voluntary supplementation of day care rates established by counties*®
would allow clients more flexibility in the selection of a day care
provider while continuing to assure that a range of services would be
available to clients at a cost which is at or below the county rate.

The Bill also requires the OHSS tosubmit a report to the Legislature
by January 1, 1985 on the rates being set by the counties as a result of
allowing voluntary supplementation. The purpose of thereport is to
ensure that counties continue to set rates at a level which provides
clients with an adequate selection of day care services.

H. USE OF VOUCHERS FOR DISTRIBUTION OF CHILD CARE FUNDS

Currently, some counties contract with certain day care centers to
provide day care services; social services clients in those counties may
use only those centers 1In order to receive federal and state day care
funding through the county.

Assembly Bill 434 requires counties, 1in distributing funds for day
care services to county social services clients, to offer each client the
option of using a voucher for the purchase of day care services. Under a
voucher system, a client receives a voucher to purchase day care services
from the provider of his or ner choice.



PART 11

BACKGROUND OF COMMITTEE STUDY

On January 28, 1982, the Legislative Council established the Special
Committee on Child Careand Early Education. The Committee wascreated
pursuant tc a letterof request from Representatives Sharon K. Metz and
Louise M. Tesmer, datedApril 21, 1981.

The Special Committee wasdirected to study the state®"s fiscal and
regulatory involvement in day care and early education programs, including
a review of present and past fiscal commitments to these programs and
alternatives thereto and an examination of the need for coordination of
the state, federal and local activities regarding these programs. The
Committee was directed to report to the Leqgislative Council by January 17,
1983.

Membership on the Committee was appointed by the Legislative Council
on May 27, 1982 and consisted of two Senators, five Representatives and
seven public members. The Special Committee held five meetings at the
State Capitol in Madison on the following dates:

July 13, 1982 January 24, 1983
August 23, 1982 . March 17, 1983
November 30, 1982

The Special Committee also held two public hearings at the following
locations:

September 28, 1982 — Green Bay
October 14, 1982 — Eau Claire

The Special Committee recommended two proposals for introduction by

the Leqislative Council. One proposal, which makes several changes in the
iaws relating to day care services and funding, was introduced into the
1983 Legislature by the Legislative Council as Assembly Bill 434. The

other proposal, which would have provided additional funding for day care
services and eliminated the sales tax exemption for non-farm veterinary
services, was not introduced by the Legislative Council.

The Special Committee on Child Care and Early Education also took the
following informal actions:

@ Supported legislation oroposed by the Department
Transportation (DOT) which would allow the use of vans, rather than school
busses, to transport cniicren between child care centers and schools.
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(b) Recommended to the OHSS that day care licensing staff in the
OHSS receive specific training in child care.

(c) Supported the DHSS proposed administrative rule changes relating
to the licensing of group and family day care centers, including:

1. Increasing staff/child ratios for four- and
five-year old children in group day care centers;

2. Changing the staff/child ratios for infants
under one year of age from 1:3 to 1:4; and

3. Changing the staff/child ratios required for
family day care c"nters.

SG:kjh:kja;las;wf



APPENDIX

MATERIALS DISTRIBUTED

The Special Committee on Child Care and Early Education received the
following materials:

Staff Materials

1. Staff Brief 82-13, Child Care Programs in Wisconsin (July 7,
1982).

2. Information Memorandum 82-28, Early Education Programs (July 12,
1982).
»
3. Chart, Child Care Funding Sources 1in Wisconsin (August 11,
1982).
4. Discussion Paper 82-2, Possible Funding Sources for Child Care

Services.(August 17, 1982).

5. MEMO NO. 1, Milwaukee County- Child Care Voucher System (November
10, 1982). "

6. MEMO NO. 2, Certification of Child Care Providers (November 23,
1982);

7. MEMO NO. 3, Administrative Rules Relating to the Operation of
Day Care Centers in Wisconsin (November 23, 1982).

8. MEMO . NO. 4, Allocating Child Care Funds to Counties (November
23, 1982). F W

9. MEMO. NO. 5, School Bus Transportation®of Children 8etween Child
Care Centers and Public~or Private Schools (November 29, 1982).

10. MEMO NO. 5A, Possible Committee Recommendations (January 17.
1983). e

11. MEMO NO. 6, Dependent Care Exclusions for Federal Income Tax
Purposes (February 7, 198TJ. 1



12. Letter to Department of Transportation Secretary Lowell Jackson,
concerning the use of vans to transport children between child care
centers and schools (February 1, 1983).

Other Materials

1. Newspaper articles from the Milwaukee Journal, on the subject of
child care (April 1982).

2. Outline of, and materir®-, relating to, proposed child care
legislation, Wisconsin Women®"s Newtork Child Care Task Force (undated).

3. Letter from Dr. James B. Henderson, Superintendent, Ashwaubenon
Public Schools, relating to child care services and the appropriate role
of state and county governments and employers in providing and subsidizing
cnild care (September 28, 1982).

4. Letter from Gerald Whitehouse, Director of Federal Programs, and
Mary Lou Peterson, Headstart Coordinator, Green Bay Area Public Schools,
regarding child care issues (September 28, 1982).

5. Memorandum from Nancy Johnson, President, Eau Claire Branch, and
Sarah Harder, National Board of Directors, American Association of
University Women, County Decision to Deny Child Care Funding to Low-income
Families (May 17, 1962). "

6. Memorandum from Eau Claire County Department of Human Services,
relating to priorities for the expenditure of child day care funds
(undated).

7. Materials from Dane County Board of Public Welfare, regarding
voluntary parental supplementation of public funding for child care
(undated).

8. Copy of ch. HSS 55, Wis. Adm. Code, relating to day care centers
for children.

9. Memorandum from Representative Sharon K. Metz, Unspent Day Care
Pollars (January 17, 1983).

10. Amendment of <ch. HSS 55. Rules for Day Care Centers for
Children. Summary of Changes (Proposed 1/83), Department or Health and
Social Services (undated)?

11. Letter from Linda Reivitz, Secretary, Department of Health and
Social Services, to Senator Carl Otta. and Representative William J.



Rogers, Co-Chairpersons, Joint Committee for Review of Administrative
Rules, regarding voluntary parental supplementation of public funding for
day care (January 25, 1983).

12.  Summary of Early Cnildhood Problem Identification (Needs
assessment), Final Report, Department ot Health an3 Social Services
(September 1980).

13. Memorandum from Representative Sharon K. Metz, Day Care Offered
at Public Schools (February 2, 1983).

14. Map, State Regulations for Family Day Care, by Diane Adams,
Community Coordinated Child Care (4 C"s) (1982).

15. Weikart, David P., The Cost-Effectlveness of High Quality Early
Childhood Programs, Center for the Study or Public Policies for Young
Children, Hign/Scope Educational Research Foundation (December 1982).

16. Legislative Fiscal Bureau Memorandum by Judith Collins and Susan
Robillard, Child Care Supplement to Aid to Families with Dependent
Children (AFDC) Families (March 17, 1983).

17. Memorandum from Representative Sharon K. Metz, Child Care
Funding Proposal, WLCS: 80/1 (April 1, 1983).

18. Freis, Ruth, and Miriam Miller, "The Economic Impact of
Subsidized Child Care,”™ Day Care and Early Education (Fall 1981).
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CHILD AND DEPENDENT CARE

STATE AND LOCAL AGENDA



The supply of child care lags so far behind the demand
that more than one 1in six American children 13 years old and
under, 1including many preschoolers, may be going without
care. Lack of affordable child care is a major factor in
keeping women and children 1in poverty. The 1inability to
locate affordable child care severely limits women®s access
to employment and training opportunities. Mothers work
because of economic necessity. Two-thirds of women now 1in
the work force are either sole providers for their children
or have husbands who earn less than $15,000 a year. Over
one-third of single parent working families, most of thenm
headed by women, Ulive below the poverty level. The [labor
forde participation of mothers with children has 1increased
dramatically 1in the last forty years. Only 19 percent of
women with children under age 18 were 1in the labor force 1in
1947; in contrast, 60 percent of these women were employed in
1982. As more and more parents of young children work, child
care needs will become an even greater problem:

States can put in place programs and policies that
expand the supply of child care particularly to low-income
working women, maximize the use of existing child care
services, and improve the quality of child care for all

families.

o0 Almost 46 percent of mothers with children
under age three are 1in the labor force.

o Almost 57 percent of mothers with children
ages three to five are in the labor force.

o0 By 1990 at least half of all preschool
children- 11.5 million- will have mothers
in the labor force, as will about 60 percent
- 17.2 million- of all school-age children.
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Exqand Services

States should allocate targeted state funds to supple—
ment the Title XX Social Services Block Grant for child

adult daycare.

States should implement, policies such as sliding fees
that ensure continuity of care for children once they
enter the system.

States should ensure that an adequate share of the 30
percent of Jobs Training Partnership Act funds reserved
for administrative and support services are targeted

to child care 1in order that women can benefit from
training opportunities.

Support Parents and Providers

States"should enact legislation supporting resource and
referral programs, which help to maximize the use of a
community®"s existing child care resources and 1improve
the quality of.._services.

States should allocate funds for training programs for
dependent care providers.

States should allocate funds for child care programs
offering night-time care, care for sick children,
migrant children, handicapped children, children with
limited English language proficiency, and care for
other special needs populations.

Improve Tax Policies

States should enact dependent care tax credits or improve
their existing credit or deduction so that at a minimum
it parallels the federal credit and 1is refundable.

States should implement tax policies such as credits for
start up costs, not only for on-site programs but also
for employer contributions to information and referral
programs.



VI.

States should amend tax laws to bring them into line
with federal tax provisions that allow child care to
be treated as a non-taxable benefit.

Develop Supportive AFDC Policies

States should give families receiving AFDC a choice
between Title XX subsidized care and the child care

disregard.

States should supplement the AFDC child care disregard
beyond the $160 a month federal limit and ensure that
mothers working 1in training part time receive adequate
support 1in meeting their child care needs.

States should ensure that mothers with young children

are not made to participate in workfare programs with—
out adequate child care and other supportive services.

Look at Schools

States should support the use of public education funds
and facilities fcr child care services for school-age

children.

States should allocate state funds to support full day

mkindergarten programs.

Infant Care

States should establish paid maternity benefits as part
of statewide temporary disability 1insurance.

States should provide additional reimbursement to
to familiy day care providers for infant care.

113
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VI,

Other State Policies

States should serve as model employers by offering depen—
dent care as a benefit or on-site to state employees,
creating flexible benefit policies so that families with
young children and elderly or disabled dependents can
select dependent care as a benefit, instituting employ—
ment policies such as flex-time and job sharing, and leave
to care for sick dependents. Adequate benefits should be
made available to employees choosing other than tradi—
tional full-time work arrangements.

States should establish a Governor®s Advisory Committee on
Child Care.

Licensing andStandards

States shouldadopt strong licensing requirements for
child care facilities and provide adequate funding for the
enforcement of standards. Appropriate standards should be
developed for infant, school-age, and group in care.

States shouldrequire family day care to be treated as a
customary home occurpation in local zoning.



A DAY CARE TAX CREDIT FOR OHIO WORKING FAMILIES:
ENDORSEMENT NEEDED

What 1Is a Day Care Tax Credit?

Since 1954 the federal government has allowed working
families to use their day care expenses to reduce their
federal income tax. If you pay someone to care for your
child or your disabled dependent while you work or look
for work, you can claim a tax credit of up to 30% of this
amount. A credit reduces the amount of income tax you owe.

In addition to the federal credit 28 states now help working
families pay for day care through state tax credits or deduc—
tions. Ohio 1is not one of these states. Working families
needed your support for enacting a day care tax credit in
Ohio.

Why 1is an Ohio Day Care Tax Credit Needed?

Over half of Ohio mothers with children work outside the
home 1including over 40% of the mothers of preschoolers.
These rates have tripled since 1947 and are continuing to
grow.

Most women work because of economic necessity. Nearly half
of married working women have husbands who earn less than
$15,000 a year. The average single mother with children

earned only $9,210 1in 1981.

Over one million Ohioans, 1including many elderly, are
disabled. A majority live with their families rather than
in nursing homes or other 1institutions. Many, such as
severely retarded prsons, require special care while their
families work. One 1in ten women aged 45 to 65 1is taking
care of an older relative, usually a disabled parent.

The Day Care Tax Credit:- How Will It Help Ohio and 1It"s
Working Families?

Increase Ohio"s tax base by helping low and moderate in-
come fTamilies pay for day care in order to work

"Help reduce the present and future demand for nursing home
care” Ohio Long Term Care Council

Help working families to afford safe care and supervision
for their children and disabled family members

Does Chio Have Other Tax Credits?

Yes. The current Chio income tax form contains eight
credits: senior citizen, energy, -home improvements, joint
filer, retirement 1income, personal exemption, a resident or
non-resident credit, and a credit for the purchase of
manufacturing equipment.



How Will Ohio"s Day Care Tax Credit. Work?

Very simply. The credit can be adopted by adding one line
to the Chio tax form. The Ohio credit can be set up as a
percentage of the federal credit. A family first computes
the federal credit on their federal 1income tax return.
Then, they multiply the federal credit by 30% to determine
their Chio credit. A family who receives a S250 federal
credit would receive a $75 state credit. (See example.)

What Will Ohio"s Day Care Tax Credit Cost?

The Ohio Department of Taxation estimates that Ohio"s Day
Care Tax Credit will cost under nine million dollars a

year. This assumes the Ohio credit is 30% of the federal
credit and limited to families with adjusted gross incomes
of less than $30,000 a year. To put this figure 1in context,
this is half the cost of The Ohio Senior Citizens" credit
which is estimated at eighteen million dollars in 1983.

The nearly 100,000 families expected to use the credit
would receive an average credit of $75 each year.

HOW DAY CARE KEEPS TAXPAYERS WORKING; SOME EXAMPLES OF
OHI0 FAMILIES

Single Parent with Preschooler Disabled Parent

Elaine"", husband deserted her and Jim and Linda both work.

their daughter, age four. Elaine Together they earn S12, 000

has been offered a job for $3.75 a year. They have no children.

an hour. She wants to work, but Jim"s father, Larry, is

doesn"t know if she can afford disabled and lives with them

child care. Several of her neigh— because he needs help dressing

bors have told her "she would be himself and moving around.

better off on welfare." Jim and Linda pay $1,200 a year
for Larry"s day care while they

A local church day care center work. They use the Federal

charges $40 a week but offers Day Care Tax Credit.

Elaine a reduced rate of $16.65

a week or $333 a year. By Day Care Expenses $1,2G0.00

using the Federal Day Care Tax 29% Federal Credit -349.00

Credit, Elaine can reduce her Cost After Federal

costs to $11.65 a week or $583 Credit 852.00

a year. Proposed Ohio Credit -104.00

(30% of Federal)

Day Care Expenses $833.00 Final Cost $748.00

30% Federal Day Care

Credit -250.00 IfT Jim and Linda were able to

Cost After Federal use an Ohio day care tax credit

Credit 583.00 they would receive back - 1in

Proposed OhioCredit -75.00 tax credits - 37 cents of every

(30% of Federal) dollar they spend on Larry"s

Final Cost to Elaine $508.00 care. For a family earning
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If Qiio adopts a state day care $12,000, with high day

credit, Elaine would get back - care costs, another $452 1in
in tax credits - 39 cents of their budget would mean a
every dollar she spends on day great deal. If Larry were
care. This will help make it in a nursing home paid for
possible for her to work. If by Medcaid, it would cost
Elaine and her daughter went on the public many times that
welfare, the cost to the public amount.

would be $6,000 a year.

ACTION NEEDED

1. Endorse Ohioans For a Day Care Tax Credit.
2. Inform your members of this campaign. Prepare them to
write to and meet with legislators. Detailed information

about the legislation will be sent to all endorsing
organizations.

ENDORSEMENT: OHIOANS FC.R A DAY CARE TAX CREDIT
Ohioans with young children or disabled family members need
day care in order to work. Twenty-eight other states have

helped make day care affordable with state tax initiatives.

We, the undersigned, support the establishment of an Ohio

child and disabled dependent income tax credit. Because
the state®"s resurces are limited, we recommend that priority
be placed on helping low and moderate income families. We

agree to join”OHIOANS FOR DAY CARE TAX CREDIT for the pur—
pose of persuading the Governor and the Chio General Assembly
to approve this help for Ohio"s working families.

Return to: OHIOANS FOR A DAY CARE TAX CREDIT
c/o: Children®s Defense Fund
790 Stone ~“Venue
Columbus, Chio 43205
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STATE
AldSkd

Ar izona

Arkansas

Cali tornia

CODE CITE

Alas Suit.
y 43.20.013(11)

Ariz. Revised
Stat.
a 43-1050

Ark. Stat.
84-2009
S 84-2089

Cal. HoVinuil
I Tax. Code
Q 17052.6

DATE
F.UACTED

1990

17U

1-1-77

Enacted
1977
amended
1978, 79

CREDIT
DEDUCTION

True
Cnslit

True
Deduction

True
Credit

True
Credit

TIED INTO
EEDERA1. CODE

Yes

No

Yes

EXPLANATION

Individuals are allowed a credit equal to
sixteen percent (164) of the Federal Credit
(IRC 8§ 44A) for dependent care expenses
attributable to payments within the state
of Alaska.

Individuals are allowed a deduction
not to exceed 8100 per month for
dependent care expenses, including
those for care of a child under 16
years of age. The deduction is in-
applicable if the household®"s gross
income exceeds $6,000 per year.

Individuals may credit against their
Arkansas Personal Income Tax on an
amount eoual to 101 of the credit
allowable for Federal 1iIncome tax pur-
poses for dependent care expenses.
Non-refundable.

Individuals are allowable a credit
against their "net tax"™ 1in the amount
of 3 percent of their employment-
related expenses for dependents.

The credit is reduced to 2 percent it
the taxpayer®s gross income 1is over
$15,000. Amount of expenses may not
exceed $2,000 if there is one qualify-
ing individual and $4,000 employment-
related expenses for two or more.



STATE

Colorado

District
of
Columbia

Georgia

CODE CITE

Colo. Revised
Stat.
39-22-110 (pi)

D.C. Code
8§ 47-18033

91A Georgia
Code
B 3609

DATE CREDIT

EHACTEP DEDUCTION
True

1-1-78 Deduction
True
Deduction
True

1978 Credit

TIED INTO
FEDERAL CODE

Yea

Yes

Yes

EXPLANATION

A Colorado taxpayer may deduct a frac-
tion of his/her income under Federal
Credit for Deoendent Care. The numera-
tor of that fraction is 100 percent and
the denominator is the percentage used
to compute the Federal Child Care Credit

Individuals are allowed to deduct depen-
dent care expenses to the same ext nt
that such amount is deductible under

B 214 of the IRC of 1954, as amended
prior to its 1976 repeal. Dependent

is defined as someone who is under age
15 and with respect to whom the taxpayer
is entitled to a deduction under § 151
(e) of IRC 1976. Employment-related
expenses which may be taken into account
may not exceed $200 per month in the
case of 1 individual, $300 in the case
of two individuals and $400 in the case
of three or more individuals.

Individuals are allowed a credit against
taxes iImposed in an amount equal to 2
percent of employment-related expenses.
This amount shall not exceed $2,000 if
there is one qualifying individual and
$4,000 if there are 2 or more qualifying
individuals. Non-refundable.



0cT

STATE

Hava i

Idaho

| uwj

Kansas

coot; cm:
Haw. Stat.
S 2)5-55.6
Idaho

Code

S 63-30221)
lowa

Code

§ 422. 12
Kan. Stat.

S 79-32. 111A

DATE
ENACTED

Enacted
1977
Amended
1901

1977

1977
Amended
1900

CUED IT
DEDUCTION

True
Credi t

True
Deduction

True
Credit

True
Credi t

TIED INTO
FEDERAL CODE

No

Yes

Yes

Yes

EXPLANATION

Individuals are allowed a credit against
taxes iImposed in an amount equal to 1Q
percent of the employment-related expenses.
The amount of employment-related expenses
which may be taken into account may not
exceed $2,000 if there is one qualifying
individual and $4,000 if there are two

or more qualifying individuals. Non-
refundable .

Individuals are allowed as a deduction, the
employment-related expenses for dependent
care as defined in IRC 44A(c)(2). The
amount of employment-related expenses

which may be taker into account mav no.
exceed $2,000 if (here is “one qualifying
individual and $4,000 if there are two

or more qualifying individuals. Non-
refundable.

Individuals are allowed as a credit against
taxes imposed, an amount equal to 5 percent
employment-related expenses, subject to the
limitations provided by IRC 8 44A. Non-
refundable.

Individuals may credit a percentage of the
Federal Credit for Dependent Care expenses
against his/her Kansas Personal Income Tax
liability. The percentage is determined
on a graduated scale depending upon an
individual"s Kansas adjusted gross laconic.
The percentages range from 100 percent foi
taxpayers with an adjusted gross income

of not over $5,000; to O percent for
taxpayers with an adjusted gross income

of $14,000.01 and over.



STATE

Kentucky

Louisiana

Maine

Maryland

Massachu-
setts

CODE CITE

Ky. Revised
Stat.
0 141.010

47 l.a. Revised
Stat.

SO 296 et. seil.

36 Me.
Revised Stat.
S 5127(2)

81 Md.
Code
8§ 28U(c)

62 Mass.
Gen. Laws
S 30

DATE
ENACTED

1979

1969

CREDIT
DEDUCTION

True
Credi t

True
Credit

True
Credit

True
Deduction

True
Deduction

TIED INTO
FEDERAL CODE

Yes

Yes

Yes

Yes

EXPLANATION

A Kentucky taxpayer computes his/her
Kentucky income tax on the Federal
taxable income actually paid or accrued
for the year on income taxed in Kentucky,
minus any Federal tax credits actually
used by the taxpayer, thus the Federal
Credit for Dependent Care services is
available against Kentucky tax liability.

A Louisiana taxpayer computes his/her
personal income tax as a fraction ot the
Federal income tax liability, thereby
incorporating the Federal credit for
dependent and child care expenses.

Individuals are allowed as a credit
against taxes imposed, an amount equal

to 15 percent of the Federal tax credit
allowable for child care expenses. In no
case will this credit reduce the income
tax to less than zero. Non-refundable.

A Maryland taxpayer may deduct those
dependent care expenses for which a
credit is allowable under IRC S 44A.
Non-refundab."e.

Individuals are allowed to reduce their
adjusted gross income in an amount equal
to tho child care credit allowable under
IRC S 44A computed without regard to
Section 44A(b) of the Code multiplied

by 5.
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STATE CODE CITE
Minnesota
Minn. SidL.
a 290.067
HonLand Huvilbed Code

of Mont.
S 15-30-121

Nebraska Hub. Kevibud
Slut.
S 77-2715

DATE

ENACTED

1977

Amended

1980,

8l

CREDIT
DEDUCTION

True
Credit

True
Deduction

True
Credit

TIED INTO
FEDERAL CODE

Yes

Yes

EXPLANATION

An individual may take as a credit against
tax due an amount equal to the dependent
care credit for which he is eligible undui
IRC S 44A subject to the following limita-
tions ;

1) The credit for expenses incurred tor
employment-related dependent care
may not exceed $400 for one indivi-
dual and $800 for two or more dependents.
2) The credit is refundable.
3 The total credit i3 reduced by 5
percent of the amount by which the
combined Federal adjusted gross income
of the taxpayers exceeds $15,000.

In computing net income, there are allowed
as deductions, child and dependent care
services determined in accordance with

the provisions of 8§ 214 of the IRC of

1954 that were in effect for the taxable
year that began January 1, 1974. The
amount of employment-related expenses
which may be taken into account is limited
to $600 for one individual and an amount
not greater than $900 for 2 or more
dependents. Dependent is defined as a
person with respect to whom the taxpayer
is entitled to an exemption under Sec.
15(e) who has not attained the age of

13 years.

A Nebraska taxpayer computes his/her income
tax as a fraction of the Federal Income

Tax Liability, therefore, adopting the
Federal Dependent Care Credit IRC S 44A.



STATE

New York

New Jersey

North

Carolina

Oklahoma

CODE CITE

60 NY
Consol. Laws
Art. 23 § 606

NJ Revised
Stat.
g 54 i8A-15 .1

NC Gen.
Stat.
a 105-147

6B OK
Stat.
§ 2357

DATE
ENACTED

Amended
1977

Enacted
1978
Amended
1981

1981

1975

CHEDIT
DEDUCTION

Trno
Credit

True
Crfedlt

True
Credit

True
Credit

TIED INTO
FEDERAL CODE

Yea

Yes

NO

Yes

EXPLANATION

Individuals are allowed a credit against
taxes imposed in an amount equal to 20
percent of the credit allowed such tax-
payer pursuant to IRC fl 44A. The amount
of the credit allowable against New York
tax may not exceed the amount of New
York tax. Non-refundable.

Individuals are allowed a credit against
taxes imposed in an amount equal to 20
percent of the credit allowed such tax-
payer pursuant to IRC S 44A. The amount
of the credit allowable against New
Jersey tax may not exceed the amount of
state tax. Non-refundable.

Individuals are allowed a credit against
taxes imposeJ in an amount equal to 7
percent of employment-related expenses.
The expenses on which the credit is
computed shall not exceed 82,000 for one
qualifying individual and 84,000 per year
total. Non-refundable.

Individuals are allowed a credit against
taxes imposed in an amount equal to 20
percent of the credit allowed such a
taxpayer pursuant to IRC S 44A. The
maximum child care credit [Ilowable on
the Oklahoma tax return shall be pro-
rated on the ratio that Oklahoma
adjusted gross income bears to the
Federal adjusted gross income.
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STATE

Oi egon

South
Carolina

Vermont

Wit.cousin

CODE CITE

Ore. Slut.
S 316.07Q

SC Code
12-7-700

32 Vt. Stat.
§ 5822

Va. Code
fl 58-151-013

Wis. Code
§ 71.02

DATE CREDIT
ENACTED DEDUCTION

True
Credit

True
Deduction

True
Credit

Amended True
1981, 82 Deduction

True
Credit

TIED INTO
FEDERAL CODE

Yes

Yes

Yes

Yes

Yes

EXPLANATION

Individuals are allowed a credit against
taxes iImposed iIn an amount equal to 40
percent of the credit allowed such a
taxpayer pursuant to IRC § <,4A. Non-
refundable.

Individuals are allowed to deduct up to
$400 per month in dependent: care expenses
subject to rules like those of IRC a 44A.
This deduction is reduced if the taxpayer
adjusted gross income exceeds $18,000.
Employment-related expenses incurred
during any month shall be reduced by

that portion of one-half of the excess

of the adjusted gross income of the
taxpayer over eighteen 1_housand dollars
which is properly allocated to such month

A Vermont taxpayer computes his/her
Vermont personal income tax as a fraction
of the individual®s Federal income tax
liability, thereby incorporating the
provisions of the Federal child care
credit.

Individuals are allowed a deduction equal
to the amount of employment-related
expenses upon which the Federal credit

is based under 8 44A of the Internal
Revenue Code.

A V_"isconsin taxpayer may receive a credit
based on 30 percent of the federal credit
beginning with the 1984 tax year.



STATE CODE CITE

Addendum-

New Mexico

CORPORATE TAX CREDITS

Connecticut PublicAct
81-100

Florida Chapt. 80-249
Laws of Fla.

Michigan Mich.
Com. Laws
S 7.558 (39a)

DATE

ENACTED

May
1981

July
1980

1980

CREDIT
DEDUCTION

Refundable
Credit

True

Credit

True
Credit

True
Credit

TIED
FEDERAL CODE

No

NO

EXPLANATION

Corporations are allowed a credit against
taxes iImposed iIn amount equal to 25 per-
cent of total expenditures paid or
incurred for planning, renovation, or
acquisition of a child day care facility
provided it is a licensed center and is
operated without profit.

Private businesses arc allowed a 50
percent credit on their state income
tax for contributions to local communi-
ty development projects. Day care Iis
considered a community service. Credit
is non-refundable.

Corporations are allowed as a credit
against tax imposed, an amount determined
by multiplying the sum of all equivalent
hours (each child"s total number divided
by 2,000) of child care provided by $45.00.
The credit shall not be in excess of 10
percent of the tax liability of the tax-
payer. The child care center must be a
facility licensed by the state®s depart-
ment of social services.



DATE CREDIT TIED INTO
STATE CODE CITE ENACTED DEDUCTION FEDERAL CODE EXPLANATION

Dependent- Cate Assistance Plan Related Tax Provisions

California Assembly Bill

Gross income of an employee shall not
2595 Ch. 1559 1982 No

include amounts paid or incurred by the
employer for dependent care assistance
provided to the employee. Such program
shall be a separate written plan of an
employer for the exclusive benefit of
his or her employees to provide those
employees with dependent care assistance
which meets the requirements set out in
2 through 6 of Sec. (d) of the amendment.



CHILD CARE FOR LOW INCOME FAMILIES
CHANGES IN STATE POLICIES. 1981-1983

STATES

DOLLARS CHILDREN FEES CUAUTY
SERVED STANDARDS



&8

Al JLb_»*
Altikl
Arirona
Arkansas
Callforn la
Colorado

Connecticut

D.C.
Florid*
Georgi*
Hawai i
Idaho

11 linola
Indiana
Towa
Kansas
Kentucky
Louisiana
Heine

Maryland

Haaaachuaatts

reducsd
aapuhd 1lturc*
on child
care frou
Title XX/SSHG

X

reduced
nunLe r
of children
receiving
child care

X

Supusary Chart of State Policy Changes

reduced elig. for Title XX/
SSUG child care

income
ellglb.

ellg.

parents

in

training

1*

.17

other
policy
changes

X

1981-1981
changed increased
(om or all fees for

of day care child
clients to care

Title 1V-A (or imposed)
Di sreqard ®in. fee)

.17
X
X

X 11
X
X
X

X

X

X X

re laxed
atand-
arda
for
child
care
programa

X

16

reduced
child 1981-198)
care reduced

staff on expenditures
state or on child care
local training from
level Title XX/SSbO

X X
X X

X
X 17
X
X X
X

X
X X
X x*
. X15
>
> X
X

X
X
X

5



to
to

Michigan
MInneaota
Hlaalislppi
Hiaaourl
Montana
Nebraaka
Nevada

Haw tUmpahlra
New Jaraay
New Mexico
New York
North Carolina
North Dakota
Ohio

Oklahoma
Oregon
Pennaylvania
Rhode laland
South Carolina
South Dakota
Tenneaaeo

Texaa

reduced
expendituree

on child

care [100
Title XX/SSBG

Summary of State Policy Changea
(continued)

reduced alig. tor Title XX/
SSBG child care

reduced
number alig. ol
ot children paranta other
receiving income in policy
child care cliglb. training changea
1
- X X
X
X
X
17
X
.3

changed
aoata or all
of day car*
cllenta to
Title
Disregard

1IV-A (or Inpoaed)

1981-1901 relaxed
increaaed atand-
feaa for arda
child for
care child
care

win, fee) prograea

X
X X
X
X
X X
X X

reduced
child
care

staff on

state or
local
level

1981-1983
reduced
expenditures
on child care
training from
Title XX/SSBG



Utah

Vermont .
Virginia
Washington
Wait Virginia
Wisconsin

Wyoming

Summary of Statu Holley Changes
(continulcO

reduced olig. for Title XX/
SSUG chi Id care

I"rJucel rEdUCed
oxpciid Ltureb number elig. of
on child of children pargnts othgr
care from receivi ng Income n policy
Title XX/SSUG ell11d cate ellglb. training changea

ruotnuf

1981-1983
changed increased
mome or all fees for
of day care child
clients to care
Title 1v-A (or imposed)
Disregard tnin. fee)
12
14
13

|“*cilvaly changed eligibility by not following changea in atate™* ovedlan Incoo>e.

Adjusted 1income eligible brackets up in 1981 and down in 1992.

Planned caatr letlona, but op|>oaltion was too gteat to implement then.

Never apant Ti
Ho money apant in 19X1 due to ovaiapendlng in 19x0.

imal.

At county dlacratloni m

Would have had training

* XX money on training, but pravioualy had enough staff and money (or informal training.
if Title XX funding had not beun reduced.

re taxed

stand —
ards
for
child
care

programs

rl7

reduced
child
care

staff on

state or
local
level

- 10

Had major program prior to GttftAj atopped to reaaaaaa it and found that they could not start a new program aa planned.

Incraaaad, than dacreaaad.
Uncertain, thinke it haa decreased.

Anticipating loaaee naat year.

poaeibly Implupant ainlnua fae in eomo countiaa.
Incraaaad faaa, later dacreeaed.
Temporary pollcyi ataia only paid 90 percent coat of care.
County option.

bid not Know apanding level in t't 1991.
Standards aca tuviuj the lowest to begin with.

1} Plan to in 198ft.

Considering loosening them alightly.

GTKi

Dalai led information concerning atatae® child cara policies ranging from rates,

It haa decreaaad betwuan FT 1982 and 1V 198).

eipanJllurea, to policies (or parents in training, fes Information and other areas Is available

federal Child Care Cutai A National Survey of the Impact of Federal

19FIT-T9OFfIT*for 15750~7romT)io CfiTT3renrs Defense Fund.

reimbursement methods,

training
in Children and
Title XX Cuts on State Child Care®Systens,

1981-1*383
reduced
expend!tureu
on child care
training fronm
Title XX/SS16



Total Expenditures on Child Care (Title XX/SSBG)
1981-1983, and Percentage Change

Total Child Care Expenditures from Total percent

1981 1982 1983 1981-1982 1982-1983 1981-1983
Alabama 16,637,000 10,200,000 11,246,000 - 39% + 10% - 32%
Alaska
Arizona 18,668,100 16,921,500 18,639,800 - 9 + 10 0
Arkansas 3,727,316 3,563,767 3,486,516 - 4 - 2 - 6
California
Colorado 14,800,000 16,600,000 9,034,000 + 12 - 46 - 39
Connecticut 14,972,983 14,000,00017 14,000,00017 - 6 0 - 6
Delaware 4,671,912 2,988,219 2,258,491 - 36 - 24 - 52
D.C. 11, 170,000 12,074,500 13,238,600 + 6 + 10 + 16
Florida 26,119,006 29,792,737 32,638,41822 + 14 + 10 + 25
Georgia 20,581,855 20,280,477 22,842,0005 - 1 + 13 1 11
Hawaii 2,935,409 1,750,683 1,492,29s - 40 - 15 - 49
Idaho 9, 249,0001 10,765,0001 9,251,0001 + 16 - 14 0
111linoia 55,996,1002 49,501,0002 43,704,1002 - 12 - 12 - 22
Indiana 8,493,000 8,403,000 8,400,000 - 1 0 - 1
lTowa 2,201,537 1,505,165 1,578,614 - 32 + 5 - 28
Kansas 8,842,801 0,627,73B 2,512,2533 - 2 - 71 - 72
Kentucky 3,750,000 2,842,844 3,000,591 - 24 + 6 - 20
Louisiana 10,422,414 11,287,326 11,649,585 + 8 . + 3 + 12



44}

Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missoari
Montana
Nebraska
Nevada

New Hampshire
How Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio

Oklahoma

Oregon

Total Expenditures on Child Care (Title
1981-1983, and Percentage Change
(continued”

Total Child Care Expenditures from
Title XX/SSDG (state and federal)

XX/SSDG)

Percent Change

191)1

3,742,940
13,000,000
43,000,000
21,649,171

1,726,6012

6,000,072
13,111,044

214,713
3,G13,HQ010
921,995U

2,500,000
36,829,400

2,407,833

124,700,000
14,924,57612

536,710

15,002,733

1982

3,781,290
11,850,000
38,000,000

7,507,5617?

.20

6,487,650

9,199,B628

much less

3,492,045

782,55711

2,200,000
40,530,650"

1,848,046

119,600,000

11,521,S9012

12,978,341

1983

3,833,236
13,500,000
39,000,000

4,000,000

6,500,000
8,809,8399
much less
3,439,000
641,16611
2,621,420
40,538,6505
2,220,211
116,100,000

11,?47,40G12

14 ,256,646

1901-1982

+ 10

1982-1983
+ 1
+ 14
+ 3
- 47

0
- 4
- 2
- 18
+ 19

0
+ 20
- 3
+ 2
+ 10

Total

Percen

Chanqu

1901-1983

33

10

30

10

21



In

Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virylnla
Washington
Heat Virginia

Wisconsin
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ml ||a|W||Mf\]', ml rit.|**u*-a.

TRRR IR

IMIOIM &4 |« MilltMM jf M| feid Uall

»tee | Lill,ill

1HtimMial

tB4MM

Y tflllkti* M MaMiHilly =

Q% g#a»»

SEI

Total Expenditures on Ch

14,180,000

36,607,00015

4,770,100
1,957,500
7,700,058
4,800,000
7,158,261

0,270,00016

Wyoming 900,000
<o oo
er*4’ ** till* 1M , LI 11 «4114m* »p*«i tlh.u Ife*
wd «lece 1111, wftlufc U al®ot M

17,791,700

29,456,000

10111100

4,959,500

1,362,46321

ild Care

14,108,900

31,463,000

- 5,490,00015

1,385,20021

1961-1983, and Percentage Change
(continued -
Total Child Care Expenditures from
Title XX/SSDG (state and federal)
19B1 1982 1983
66,850,000 62,722,000 57,016,000
3,810,000 2,072,000 1,143,252
11,525,906 10,120,000 11,098,467
1,159,778 1,459,896 485,99414

(Title XX/SSBG)

Percent Change

1981-1982

+ 26

33
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FOREWORD

Shifts in family composition, increased partlmgatlon of women in
tho labor force, nnd increased poverty have greatly nfTccted millions
of American families. The report which follows, prcpnred. by the Con-
gresswnal Budget Office, nnd reprinted here in its entirety by the
elect Committee on Children, Youth, nnd Families, describes the
effect these snme forces and anticipated population shifts will have
on very young children and very elderly adults. In Partm_ular_, this
report projects the level of care these two group_s will require in the
coming decades, and nnalyz.es some, ways the nation might respond.
_ The™first section of this report documents the significant increases
in tho demnnd for care which will occur during this deende for young
children nnd those elderly unnblc to completely enro for them3elves.
Dependent caro services “for children include “after-school carc for
students as well as day care, for infants nnd_preschoolers. For physi-
cally impaired elderly, depcndent-cnre services would include chiore
and” homemaker services, nomc-dclive.rcd meals, nnd companionship
programs, gerhaps in conjunction with homo health sgrvices,
_Sections 2 nnd 3 of the report includo a rango of policy options de-
signed to meet the increased needs for carc desrrilicd™ in' tho first
section. For both the young nnd the elderly, policy alternatives in-
clude direct expenditufes for services, tax ekxpenditres, or a mixture
of both; somo would increase federal costs, while others would re-
direct the current level of resources. The similarity of these options,
which currently exist, in law, reflects the fnct Hint the two populations
althougih ‘at opposite ends of the lifcspr.n, shnre severn! important
characteristics. Both nro growing nt faster rntes than the rate of
growth for the total populfation, both have nvariety of unmet needs,
nnd both are, aready involved in n inulti-fncefed System of service
?ro%rnm_s, reimbursements to privnle enregivers, nnd tax incentives
or amlly,care?wers_. _ o _
_ Tho palicy s rate?|es described would have similnr effects on fami-
lies providing care for the two poPuIatlons. Tnx credits for child care,
or eide.r-care services would he. of most benefit to middle an Lupper
income families, those with substantial tax liabilities. Ixiw income
familics would benefit more quickly nnd substantially from direct
public expenditures for services. o ,
Their common position ns incmlxirs of fnmilics is the most impor-
tant. link between the young and (lie elderly. It is to their families
that each first turns for niirtnrnncr and rafe. In Hint light, federal
support for depcndent-caro services essentially represents support for
eneli fnmilv's efforts to meet its members' néeds. The absence, of in-
creased public support for such services, in view of accelernted de-
mands, potentially undermines both the coping capacities and the
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(i_uality of life for, many American families, This, report documents
llicso potentlallr disruptive forces nnd identifies vai ions roles the gov-
grnmer&t can play in supporting the ofTorts of fni.lilies to meet the
emands.

A summary nnnlysis of the relevant trends set fc-th in the. CRO
report is presented below, Except where otherwise specifically noted,
?Iltconclusmns and implications arc drawn dircclly rom tho CBO
ext.

CUTLDNEN

Demographic changes

_ Demand for child enro services will prow, fueled 'bY a substantjal
increase in tho population of young children, especially those, under
six_years old. Thanks to the maturation of the. “baby boom,” the pOfU-
lation under six will rise by 3.3 million during this decade, from 1UG
million in 11)80 to 22.I) million in 105)0 (a 17-percent increase). In the
Prevmus decade, according to Census data not included in tho report,
here was n G.5-perccnt decline in the under six population. .

However, the most important trend affecting the increase, in demand
for child care services is not population growth, but the anticipated
increase in tho proportion of children living with onlg one. parent,
usually tho mother. The population ¢* -hildrcn under 10 from singlc-
[fnrcn households is exgected to rise by 48 percent between 1080 and
000, from Gmillion to 8.9 million. Thi$ increase of r_ou?hly_3 million
children means that nearly 1in 4 children under 10 will five in a single
parent household at the end of this decade.

Mothers' work force participation

Tho CI30. report indicates that tho trend toward increased lalior
forco participafion b% single mothers found during the 1070's is ex-
pected to continue through this decade. The percentage of single
mothers in tho labor force with children under six was well over half
in 1080 (50 percent), nnd is projected fo rise to G3 percent by 1000.,

An even more dramatic increase in tho percenta%e of working
mothers with very1youn children is expected in households where, the
father is present.” The 1000's will be tho first decade to begin with a
malonty of these mothers (55 percentz) in the Inbor force, This repre-
sents a percentage incrensc of over 80 percent in the 20 years, Ince.
1070, when fewer than one-third of all married mothers of chi! Iren
under six worked, _ _

To tho extent that single mothers enter the labor force or seek iob
training, tho need for nifordnble child care, will K+, nc”clernted. In-
creased need may brl_nﬁ,nn increased supply of quality child care atn
reasonable charge within the marketplace. However, a recent report
from the Bureau of the Census,Lpublished after the CRO report was
prepared, indicates that the current, supply of nffordnble day enre for
a significant number of mothers_is inadequate. The report”estimates
that 26 percent of mothers of children under ft not now working (1.7
m|||,||oglwomen) would seek employment if nffordnble. child cure; were
available.

According to thnt Census Report, the n? arent shortfall in tlio

supply of réasonably priced child-cnro is particularly acute for single

20h"5k8 P CORBEY FL R Qe se ' 5 Anaranmt ot Rlam e

\

mothers and low-income mothers. Forty-five percent r< the single
mothers surveyed indicated nn unmet néed for child -are prohibjted
them from lodking for work, nnd 3G percent of mothers in families
with incomes under $15,000 indicated Hint they would seek employ-
ment if affordable care were nvailable.,

These recent, findings, coupled with dntn from the, CRO report,
su%gest that future increases in demand for affordahle child care with-
out increases in support for these services, will further exacerbate the
already inadequate supply of reasonably priced child care.

Children in poverty

The number of low-income children is expected to increase, due
largely to the (T;rowmg number of single.-pnrcnt households. which
typically suffer from agrenicr incidence of poverty. These low-income
families also have greater problems finding affordable child care. I
poverty rates declined to 1079 (pre-recession) levels, the number of
childreén under six in poverty would increase by 1 million during this
decade, from_3.0 million in"1080 to 4.9 million in 1000. This would
mean_thnt 27 percent of the total increase in children under G and
over 50 Percen_ of the increase in children under Gfrom single-parent
households, will be poor.

Implications _ _ _

_Tho convergence of these economic nnd social forces will lend to
significantly increased dcmnuds for child-care, If tho fcdernl role in
tho provision of child-cnro services dors not' keep pnee with tho in-
crease in_demand, both low and mudcrntc income parents will be
affected. Roth might shift their children to more informal care, lower
tho quality niul ijiinntity of supervision in care, nnd in some instances,
lenvo children with no ndult.supervision. Although not all the nghca-
tions me known, it is likely that such children would suffer in terms
of their physical, emotional, nnd educational needs.

THE ENIEHLT
Demographic changes
_High pre-World War | fertility nnd increases in life expectancy
sinco’the turn of tho century make people 05 nnd over, and e_sP],emally
tho “old elderly,” 80 and over, tho fastest growing ?ro_up within our
society. Between 1080 and 1000, the 80 and over population, those most
often in need of dependent enre services, will rise from 5.2 milljon to
7.5 hiillion. This 45 percent rate of growth is the highest projected
inctjonso for any ngo cohort specified in"the report.

Economic shifts

If the proportion of the 80 and over population who arc poor remains
at roughly 20 percent durlng the 1980's, the numbhers of very elderly
poor will increase by nearly 50 percent, from 1 million in 1080 to about
1.5 million in 1990.'As tho numbers of low-income very elderly grow,
sowill tho dcmnnd for arange of dependent enre services.

Unmarried elderly womeén are particularly vulnerable to poverty,
primarily because of low social security nnd pension benefits, Yet'n
widening gnp in life expectancies between men nnd women nnd the fact
that men fend to mnrry younger women suggests that many of the old
olderly in 1990 will bo Single women.
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SUMMARY

During this decade, a com*..nation of demographic, economic, and
social trends will increase the demand for depcndent-care services for young
children (under age 1C) and elderly persons with health problems or
functional limitations. This paper analyzes the likely changes in demand,
examines their implications for federal policy, and discusses possible federal

responses.

Contributing to an overall increase in the demand for nonfamily
depcndent-care services (such as day care for children and homemaker
services for the dependent elderly) will be a rapid growth between 1980 and
1990 in the numbers of young children and elderly individuals—espccially,
those over age 80. Continuedgrowth In the labor-forcc participation of
women and in the proportionof young children living in single-parent
households is expected to exacerbate the Impact of these population
changes, by leading a greater proportion of families to seek care by
individuals or organizations outside the family. Maoreover, the number of
young children and elderly persons living in poverty will probably increase,
perhaps substantially, over the decade. Finally, while changes in the supply
of depcndent-care services are difficult to project, it is likely that in the
absence of federal intervention the supply of care accessible to lower-

inromc families will not keep pace with the increase in demand.

T ken together, these trends suggest that a federal response could be
a major determinant of the access that many of live growing number of
young children and dependent clderly—ecpedally those with low incomes—
will hav-> to nonfamily care. Altering the current federal programs that
support depcndent-care services, to increase targeting or efficiency while
maintaining present funding levels, could accommodate part, but not all, of
the increased demand. Expanding federal support could further reduce the
problem, but at the cost of increasing tlve deficit, raising taxes, or requiring

offsetting reductions in other federal programs.

FACTORS AFFECTING DEMAND FOR DEPENDENT-CARE SERVICES
Four factors are likely to increase tlic demand for dcpendent-care
services during the 1980s:
0 Shifts in the age structure of the population;

0 A concomitantincrease in the number of elderly with health
problems and functional limitations;

0 Changes in family composition; and

0 Trends in employment.

During the 1980s, the number of young children is expected to increase
by roughly 4.8 million, of whom almost 3.4 million will be under age six.
During the same period, the total elderly population > expected to grow by
6.3million, with the old-elderly population accounting forroughly 2.3
million of that- increase. One consequence of the growth andaging of the
elderly population is likely to be a rise in the number ol elderly with health

problems and functional limitations.



Changes in household composition expected during the remainder ol
the decade are likely to increase the demand for dependent-care services
still further. In the case of young children, most important is the
expectation that the proportion living in single-parent (usually, mother-only)
households will continue to rise—albeit at a slower late than during the
1970s—resulting in roughly 3 million more children under age 10 living in
single-parent families in 1990 than in 1980. Moreover, about half ol this
increase will be children under age six. Among the elderly, the most
important trend in household composition will be the Increased proportion of
individuals (mostly women) living alone—or with someone other than a

spouse—that the aging of the elderly population will likely bring.

A continued increase in the labor-force participation of women is also
likely to have a substantial impact on the demand for non-lamily dependent
care. Continuation of current trends would result In a sizable Increase ir.
the number of young children reared by two employed parents or by an
employed only parent. Tite number of children under age six living in such
Itouscholds could increase by about 3.9 million between 1980 and 1990, while
the number living with two parents, only one of whom is in the labor force,
could actually decline by nearly 1 million (see Summary Table 1). Continued
growth in the labor-force participation ot women—particularly married
women—might also reduce the availability of family members to care for
dependent elderly persons. On the other hand, the extent to which newly

employed women would otherwise be caring for elderly relatives is unclear.

SUMMARY TABLE 1. NUMBER AND PERCENT OF CHILDREN UNDER
AGE SIX, BY NUMBER OF PARENTS IN THE
HOUSEHOLD AND LABOR-FORCE STATUS OF
MOTHER, 1980 AND PROJECTIONS FOR 1990
(Children in thousands).

Change
1980 1990 Number Percent

Cnildren with Two Parents,

Mother Not in Labor Force 8,935 7,599 -891 -10
Children with Mother Only,

Not In Labor Force 1,219 1,609 390 32
Children with Two Parents,

Mother in Labor Force 6,930 9,399 2,969 36
Children with Mother Only,

in Labor Force ' 1777 2786 1008 S
Other®/ 1.268 1,619 396 21
Total Children 19,629 22,997 3,368 17

SOURCE: Text Tables 2 and 3.

This category includes children living with their fathers only as well as
those living with neither parent.

FACTORS BEARING ON FEDERAL SUPPORT
FOR DEPENDENT-CARE SERVICES

Perhaps the most significant factor bearing on a federal response to
the likely Increase in demand for dependent-care services is that the number
of young children and dependent elderly persons living in poverty will

probably increase between 1980 and 1990, perhaps by a large amount.



The number of young children living in poverty will be determined by
the overall growth In the population of young children, the increasing
proportion of young children living in mother-only households, and general
economic conditions. ~ The proportion of children In female-headed
households living in poverty is consistently high and varies relatively little
with economic cycles: roughly half of all children under 18 in such
households, and between 61 and 66 percent of children under 6, fell below
the poverty line in each year from 1971 through 1981, On the other hand,
the poverty rate among young children in male-headed households has shown
more sensitivity lo economic conditions. Accordingly, the growth In the
population of young children, coupled with the shift of the population of
young children toward single-parent households, can be expected to increase
the number of young children in poverty; improvement in the economy will
tend to decrease it, primarily by lowering the poverty rate among male-

headed households.

Barring a stronger economic recovery than anticipated, however, the
combined effect of these three (actors Is likely to be appreciably more
young children In poverty. For example, if the poverty rates for both malc-
and female-headed households in 1990 equalled their 1979 (pre-recession)
levels, the number of children under age six living in poverty could Increase
by about 1 million between 1980 and 1990 (see Summary Table 9).

SUMMARY TABLE 2. NUMBER AND PERCENT OF CHILDREN UNDER AGE SIX IN
POVFRTY IN 1980 AND PROJECTIONS FOR 1990 BY AGE AND
HOUSEHOLD TYPE, ASSUMING 1990 POVERTY RATES EQUAL

1<% 1990a 1980 to 1990
———————————————— * " Additional
Poor as
Number Percent Number Percent Total Additional  Percent ol
In In in In Additional Children in Total
Poverty Poverty Poverty Poverty Children Poverty Additional
All House-
holds 1,950 20 <1,918 2 3,533 968 z
Female-
Headed 1,95) 65 2,711 62 1,399 758 59
Male-
Headed 1,997 2 2207 12 2,15 210 10

SOURCE: Current Population Survey, Series P-60 publications and unpublished
tabulations; and Tables | and 2 ol this report.

1990 poverty rates lor each household type (male- and lernalc-headed) equal to
corresponding 1979 rates, to reflect the most recent pre-recession period.
Overall poverty rate In 1990 does not equal 1979 rate because ol the mcreaung
proportion of children In (cmale-headed households.



An increase—perhaps sizable—In the number of elderly persons In
poverty is also a clear possibility. Although the poverty rate among the
elderly is lower today than in 1970, much of the decline occurred early in
the 1970s, and the rate increased again in both 1979 and 1980. Whether the
rate will stay constant, decline again, or Increase further is unknown, but
unless it declines rapidly the growth In the elderly population will lead to an
increase in the number ol elderly persons in poverty. For example, unless
the poverty rate among the elderly declines by at least one-fifth by 1990 (to
a rate of 12.3 percent), more elderly persons will be living in poverty in 1990
than in 1981. Moreover, factors that now contribute to the high poverty
rate among the elderly—such as the large number of unmarried elderly
women—will continue to affect the elderly population throughout the

decade.

Likely trends in the private supply of services and in support by state
and local governments also bear on the Importance of a possible federal
response to the Increased demand for dependent-care services. While future
supply is hard to predict, it may not fully keep pace with demand in the
absence of federal intervention. In that case, average prices would rise, and
families whose incomes did not keep up might shift to lower-quality care.
Support by subnational governments is also unlikely to keep pace with
demand, given the fiscal problems of many state and local governments and
the uneven concentration of dependency-prone populations in some

jurisdictions.

ISSUES AND OPTIONS CONCERNING A FEDERAL RESPONSE

Several questions arise in considering any potential federal response to
the increasilng demand for dependent-care services. One is whether to
increase federal support of those services. If the Congress decided to
provide additional support, it could choose between direc'.-cxpcnditure and
tax-expenditure approaches to dependent care; each approach has

advantages and disadvantages. Finally, there woult, b" a variety of specific

options for structuring any new services.

Issues
Although a portion of the increased demand for services might be

accommodated by altering present federal programs to make them more
efiiclent or more carefully targeted on those in greatest need, changes of
this sort would probanry be Insufficient to keep pace with the increase in
dinand. On the other hand, possible increases In the level of federal
support would have to be appraised in the light of current fiscal stringency.
Any Increase in federal support would mean an increase in the deficit unless

Increases in taxes or reductions In other federal programs were made.

If federal support for dependent-care services did not keep pace with
the anticipated increase in demand, however, some low- and moderate-
Income families would be likely to purchase lower-quality or fewer services,
in the case of child care, this could entail a shift to more informal care, to
lower-quality and less supervision, and, in some instances, to leaving
children unsupcrvised. Although the implications of such changes are not

fully known, It is likely that the physical, emotional, and educational needs

28-767 0 -83 -3
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of (li- children would be met less well. For dependent elderly persons
remaining at liorne but receiving no services, aspects of care such as hygiene
and diet could suffer. A Tlack of services could also hasten their
institutionalization—affecting their quality of life and, in some cases,

imposing costs on federal and state governments through Medicaid.

If the Congress decided to increase federal support of depcndent-care
services, il could do so through tax expenditures, direct expenditures, or
so ne combination nf both. Targeting ber.fits on low-income families Is
likely to be more practical with direct-expenditure programs than with tax
expenditures because of the nature of the tax system. Only about 7 percent
of the k.6 million families making use of the current dependent-care tax
credit had incomes below $10,000 In 1981. Making the credit refundable
would increase the usefulness of the credit to some low-income families, but
the long delay before reimbursement would make even a refundable credit
useless for some. Moreover, experience with the earned Income tax credit
(EITC) indicates that an advance-paymcnt provision docs little to alleviate

this problem.

On the other hand, tax expenditures have the advantage of offering
recipients greater flexibility In choosing the type of care they prefer, with
live potential of lessening the influence of the government In those choices.
They also can be an effective means of directing aid to middle- and lower-
middle-income families. ~ Moreover, tax expenditures might In some
instances encourage relatives to contribute to care rather than turn to

publicly supported services.

1

Options for Structuring New Services
If additional support was provided through tithcr tax expenditures or
direct expenditures, the Congress would face a number of difficult decisions

about how to structure that aid to maximize its effectiveness.

Child Care. One central decision in providing support for child care
would be that of targeting by income. Given likely funding limitations and
the rapid growth in the number of young poor children, live extent of
targeting by income would be a critical determinant of the proportion of
such children receiving supported services. A second decision stems from
the fact that this decade will sec increases in the demand for a variety of
types of care, ranging from infant care to after-school care; the Congress
could either specify the types of care to be supoortcd or leave such
decisions to an executive agency or to subnational governments. Finally,
the impact of a federal initiative would hinge in part on its ability to focus
some funds on lower-cost forms of care and to stimulate private

alternatives.

One possible response would be to alter current programs to increase
their cost-effcctlveness or their degree of targeting. For example, the
Human Services Block Grant (HSBC,)—which provides funds to states to
finance a broad range of social serviccs-could be altered to reestablish a
day-care sctaside, channel funds into lower-cost forms of day care, require
targeting of services on low-income families, or prescribe diversification of

services lo include after-school care or infant care. Total support could be
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expanded through increased (unding of current programs/ such as Head Start
or tlie H5UG program, or through new programs, such as a dependent-care
voucher system. Finally, tax incentives or loans could be used to encourage
employment-based day care, and the exclusion ol fringe benefits from
taxation could be altered to encourage more flexible work hours, thereby

lessening dependence on non-family care.

Dependent Care for the Elderly. In the case of the elderly, a central
issue would be the fact that the dependent elderly are difficult to identify
and our current definitions of dependency are unreliable. Accordingly, a key
decision on a federal Initiative would be how to limit support to those truly
dependent. In addition, to use funds most efficiently, a federal initiative
would have to be designed to avoid incentives for the elderly In order to
alter their living arrangements to substitute public care for carc by
relatives. Finally, since the needs of persons living alone, those living near
relatives, and those sharing a household with relatives are different, a
federal initiative would need to embody considerable flexibility to serve all

three groups effectively.

Specific options for the elderly could include either direct
expenditures or tax expenditures. Increasing direct expenditures could
provide a comprehensive program to help moderately disabled elderly
remain in their homes, although such an option would be costly. To reduce
such costs, eligibility c« limited to those with the most severe

disabilities or to those with lo< «t-j (for example, through the Medicaid
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program), or beneficiaries could be required to share in tlie costs. To
further limit the cost of any new program cf dependent care, direct
provision of services could be financed by reducing other health or social
service programs. Such a refocusing might be difficult, however, since
much of the social services now provided to the elderly represent some form
of dependent care. Finally, tax expenditures could be used to provide
incentives for relatives to care for their dependent elderly. While such
benefits would allow for great flexibility, they often would not aid those
with fow Incomes and might only introduce a public subsidy for care that

would have been provided anyway.
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INTRODUCTION

During the 1980s, demographic, economic, and social trends will affect
tin: demand for social services. This analysis focuses on two areas of social
services which are particularly likely to be subject to increasing demand:
day-care services for young children (under age -ten), and dependent-care
services for elderly persons with health problems or functional limitations.
Day-care services for young children include after-school care for
elementary school students as well as day care for infants and preschoolers
by individuals outside of the child's nuclear family. Dependent-care services
lor physically impaired elderly persons would include--but would not be
limited to—chore and homemaker services, home-delivered meals, and
companionship programs. Some of these services could involve coordination

with home health-care services as well.

Meeting the increased demand for these services could pose difficult
decisions for the Congress, since much of the increased demand will occur in
groups that frequently rely on federally supported services at present--such
as very young children in poverty. Some, but not all, of the increase in
demand might be met at current funding levels hy increasing the efficiency
ur targeting of current federal support. For the rest, If growth in the
deficit is to be avoided, higher expenditures would need to be offset
elsewhere in the budget—through reductions in dircct-expenditure programs,

reductions in tax expenditures, or increases in tax rates.

15

The remainder of this paper is divided into three parts. The first part
discusses factors tliat underlie likely increases in demand. The second part
of the paper discusses implications of these changes in demand, and the

third examines some options for an altered federal role.
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TABLE 1. AGE STRUCTURE OF THE POPULATION IN 19*0 AND

PART I. FACTORS AFFECTING DEMAND FOR PROJECTIONS FOR 1990
DEPENDENT-CARE SERVICES

Population Percent Change
(thousandsf Distribution 1980 to 1990
Age 1980 990 1980 1990 Number Percent
Overall demand for dependent-care services will increase in the 1980s
because of a variety of demographic, economic, and social factors. Other
All Ages 226,505 299,731 100 100 23,226 10
factors--such as poverty rates--will determine how much of the new
demand is channelled toward federally supported services rather than the
5 years and
private market. This part examines each set of factors separately. under 19,629 22,997 9 9 3,368 1
6-9 13,919 19,802 b 6 1,388 10
FACTORS AFFECTING OVERALL DEMAND 10-19 18,291 16,776 8 1 -1,965 -8
Four concurrent trends will affecf the future demand for dependent- 15-18 16,712 13,176 1 5 -3,536 -21
care servicest 19-29 25,762 22,398 [l 9 -3,919 -13
0 Changes in the age structure of the population; 25-29 19,518 21,503 9 9 1,985 10
0 A concomitant increase In the number of elderly with health prob- 30-39 31,521 92,007 19 17 10,986 33
lems and functional limitations;
90-99 22,157 31,819 10 13 9,057 90
0 Changes In family composition; and
50-59 23,323 21,869 10 9 -1,959 -6
0 Trends In employment.
| 60-69 10,086 10,639 5 9 553 5
ChanRes in the Age Structure of the Population 65-69 8,781 10,006 9 9 1,225 19
During the 1980s, the nation's population will grow by 10 percent and 70-79 6,797 8,098’ 3 3 1,251 18
its age structure will shift markedly, resulting In the simultaneous growthof 75-79 9,793 6,229 2 2 1,931 30
two of the age groups most frequently In need of some form of dependent 80 years
! 9¢ grops mes auenty : g aynd over 5,179 1,521 2 3 2,397 95

carc: young children and the elderly (see Table 1). In both cases, the most
SOURCE: U.S. Bureau of the Census, unpublished projections.

NOTE: Figures may not be comparable across columns because ol
rounding.
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rapid growth is expected to be among subgroups requiring the most
dependent carc: very young children (age 5 and under) and the "old elderly”
(8o years old and over).!/ The number of old elderly is expected to increase
by 45 percent, or about 2.9 million, over the decade. In proportional terms,
the growth of the population of very young children is expected to be
smaller--about 17 percent. But because this group was much larger than
the old-elderly group in 1980, the numerical increase will be much larger—

neatly 3.9 million.!/

L The Pro]ections shown in Table 1 are based on the Census Bureau's
middle-level series, which assumes an average lifetime birthrate of 1.9
births per woman of childbearing age (15-99) and an average life
expectancy at birth of 79.6 years in 2050. The projections also assume
a net immigration rate of 950,000 per year. The latter Is an arguable
assumption, given the lack of information on illegal immigration, but
using alternative Census projections with radically different immigra-
tion estimates would not alter the basic conclusions presented here.

2. The projected growth in the population of very youné; children is less
certain than the anticipated growth of the old-elderly population.
Unless there are marked shifts In mortality trends, the growth in the
old-elderly population is largely dependent on the known number of
people aged 70 and above in 1980. Growth in the population of young
children, however, depends in part on more speculative estimates of
fertility rates. The growth in the number of children projected here
reflects growth in the number of women of child-bearing age as the
"baby boom" cohort ages, as well as an anticipated modest Increase In
the total fertility rate, from 1,827 lifetime births per 1,000 women in
1980 to 1,992 lifetime births per 1,000 women in 1990. Should this
assumption about trends in fertility prove substantially wrong— which
is possible, given the historical instability of birth rates--the number
ﬁf very young children in 1990 could be quite different than projected
ere.
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The Child Population. (Turing this decade, the population of children
under age 10 is projected to increase by 19 percent—a notable departure
from the 1970s, when the number of young children declined by Il percent.
The number of very young children (age 5and under) is growing particularly
rapidly and will probably account for more than two-thirds of this increase.
In contrast, the 10- to 18-ycar age group is likely to decline by about 19
percent. Following 1990, however, as the children born during the 1980s
mature, the population under age 6 is expected to shrink again and the
growth in the early elementary school age group (ages 6 through 9) will

probably slacken, while the 10- to 18-ycar age group is expected to expand.

Tire Elderly Population. The number ol persons age 65 and over will
continue to increase during the 1980s, although at a slightly slower rate than
during the decade just ended. Moreover, the average age of the elderly will
increase! over ™ third of the total growth In tlw elderly population will be
the result of the rapid increase in the number of old-cldcrly persons.
Overall, the elderly population is expected to rise from 25.5 million in 1980
to 31.8 million by the end of the decade, or from 11.3 percent to 12.7
percent of the total population. Those age 80 or more comprised 20 percent
of the elderly population and 2 percent of the total population in 1980; in
1990 they will comprise 29 percent of the elderly population and 3 percent

of the total population.
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Ir>creasing Incidence ot Functional Limitations Among the Elderly

Estimates ol the current proportion of noninstitutionalized elderly
with physical limitations vary from about 18 to 63 percent of the population
age 65 and over, reflecting in part the difficulty of defining disability. If
the definition is inability to perform usual activities or limitation on the
amount or kind of activitities possible, about 63 percent of the
noninstitutionalized elderly are disabled. More stringent definitions based
on inability to conduct major activities such as work or keeping house
suggest that the proportion requiring help is closer to one-fifth—or 6.5
million persons™ This group contains over 2 million bedfast or homchound

persons who are as functionally impaired as those in institutions®/

As the old-elderly population grows, the incidence of debilitating
health problems and functional limitations is likely to increase. For
example, while about 5 percent of the elderly are in Institutions at any one
time, tliis proportion rises steadily with age. Among those 85 and older,
roughly 20 percent arc institutionalized®/ Among the noninstitutionalized

elderly, the proportion with physical limitations also rises steadily with age.

3. Health Care Financing Administration, "Long Term Care Background
and Future Directions," January 1982.

6.  Ethel Shanas, "The Family as a Social Support System in Old Age," The
Gerontologist (1979), pp. 169-76.

5 Institute of Medicine, A Policy Statement: The Elderly and Functional
Dependency, National Academy of Sciences (June 1977).
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Oh the other hand, it Is possible that a typical 80-year-old in the year 1990
will be healthier than now. Expansions in life expectancy may actually
decrease the periods of dependency, if onset of chronic illnesses is also

I
postponed.

Changes in Household Composition
Changes in the composition of families of young children and the old
elderly will Influence ti>e demand for dependent-care services, because they

will determine the availability of other family members to provide care.

Changes Affecting Young Children. The most important trend affect-
ing the demand for child-care services is the expectation that the proportion
of young children living In single-parent (in most cases, mother-only)
households will continue to rise, albeit at a slower rate than during the
1970s.  This Increase, coupled with the growing number of children under
age 10, could result In an Increase of roughly 3 million children under 10 in
single-parent families between 1980 and 1990,6/ Contributing to this
anticipated growth will be continued high rates of divorce and separation
among couples with children, and growth in the number of births to unwed

mothers.?/ T" the extent that tix: new single parents are employed

6. Projections of the number and proportion of children living in various
types of households are necessarily highI% uncertain. See Appendix A
for a description of the projection method used to obtain the 1990
estimates used here.

7. U.S. Department of Health and Human Services, National Center for
Health Statistics, Advance Report, vol. 30, no. 9 (August 29, 1981).
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(disguised in more detail below), this portends a rapid increase in the
demand lor daytime care (or children under 6 and after-school carc (or

children 6 through 9.

In recent years, the proportion of children living in single-parent fami-
lios has been somewhat greater, and has been growing more rapidly, in the
6-through-9 age group than in the under-6 age group. Because the undcr-6
group as a whole is larger, however, children in single-parent (amilies are
actually more numerous in the younger age group (sec Table 2). By 1990,
the number ol children under 6 in single-parent (amilies may reach <l8
million (21 percent), while the number o children 6 through 9 in such
(amilies may reach <»! million (28 percent). (The number ol children under
10 living with neither parent Is also rising, particularly in the under-6 age
group. Apart (rom those living in Institutions, however, little is known

about the household circumstances o( this group o( children.)!/

The extent to which this growing pool ol single-parent families turns
to organizations or to individuals outside ol the family (or child-care ser-

vices will depend to some degree on the presence or absence of teenaged

8. The March 1982 Current Population Survey (CPS), which uses a revised
set of questions to ascertain relationships within households, revealed
that a sizable number of children who previously were thought to be
living with neither parent are in (act living with one parent, usually
the mother, who is neither the household head nor the spouse of the
head. (That Is, the child and mother are a "subfamily” within the
household.) This could occur, (or example, when an unmarried mother
and her child live with the mother's parents. Since the numbers used
here are all based on the old CPS questions, some portion of the
children in the "other" category most likely should be classified in the
"one parent present,” usually "mother only" category.
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TABLE 2. NJMBER AND PERCENT OF CHILDREN IN HOUSEHOLDS OF
DIFFERENT TYPES, IN 1970 AND 19*0 AND PROJECTED FOR
1990, BY AGE GROUP (Numbers in thousands)

Family 1970 1980 - 1990J/

Type Actual Percent Actual Percent Projected Percent

All Children Through Age 9
Both Parents Present 32,127 87 25,786 78 27,276 72

One Parent Present 3,958 [l 5975 18 8,860 23
Mother only 3,109 10 5,619 17 8,358 2

0 Eather only 259 31 1 2376% 91 | 65(932 91
ther , ,

Total lﬁl I% ToO 33035 100 37799 100

Children Under 6

Doth Parents Present 18,212 87 1

5,36 79 16,988 79
One Parent Present 2,116 10 gég

Mother only 1,998 10 , 15 9,395 19
Father only 118 1 21 1 312 2
Other 63 890 5 1292 5
Total 20097 100 i2v6i 100 220997 100

Children 6 Through 9

Both Parents Present 13,915 86 10,921 71 10,308 70
One Parent Present 1.892 H 2,766 20 9,103 28

Mother only 1,706 2,618 19 3,939 2
Father only 136 1 198 1 169 1
Other W 2 383 3 301 3
Total 167139 100 13572 To0 19,802 1D

NOTE: Components may not sum to totals because ol rounding.

SOURCE: 1970 and 1980 figures arc from unpublished Census tabulations
based on tive decennial censuses. 1990 projections arc adapted
from estimates of the proportion of children under 18 In each
type of household in Paul C. Click, "Children of Divorce In
Demographic Perspective," Journal of Social Issues, vol. 35 no. 9
(1979) pp. 170-82.

a.  The projections for 1990 are subject to a considerable margin of error,
Sec Appendix A for an explanation ol this point and a description of
the projection method.
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sibling. Teenagers, while generally triable to provide full-time care for
very young children, could in many cases provide after-school care for
children in the 6-through-9 age group. It is likely, however, that a declining
proportion of young children will have teenaged siblings during the rest of
the decade, since a greater proportion of young children in 1990 should be
first or second children.  This is reflected in the nation's projected age
distribution in 1990, shown in Table Is the population age 10 through 18 is

expected to shrink by nearly 5 million between 1980 and 1990.

Trends Affecting the Elderly. As a result of purely demographic
changes, the growth of the elderly population will likely be accompanied by
an increase in the number and proportion of elderly individuals living either
alone or with someone other than a spouse. Most of those living without a

spouse, particularly among the old elderly, will be women.

This anticipated growth in the proportion of the elderly living without
a spouse results from the increasing average age of the elderly population,
tlie sizable and growing difference In life expectancy between men and
women, and the fact that husbands are generally older than their wives. In
1980, 65-year-old men had a life expectancy of K* years, while women of
the same age had a life expectancy of 18 years. By 1990, life expectancy at
age 65 is projected to increase to 15 years for men and to 20 years for
women. This widening difference In life expectancy, coupled with the

increasing average age of the elderly, will produce a growing imbalance
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between the numbers of elderly men and elderly women, particularly in the
over-80 population. Moreover, the age difference between hushands and
wives will further exacerbate that imbalance.
«
Lack of a spouse need not lead elderly individuals to depend on
organizations or individuals outside of the family for care. For example,
about 13 ocrcent of nonlnstitutionalized older persons currently live with
other relatives, usually adult children. This type of living arrangement
becomes more common as individuals age, with roughly one-fourth of those
age 80 and older living with nonspouse relatives, as compared to one-ninth
of those age 65 to 79. Children outside the household may also help care for
their older parcnts--afcout 55 percent of the elderly now have children who

live less than half an hour away by car.

Contradictory changes make it difficult to predict what proportion of
tI>c elderly can expect aid from children In the future. In the 1980s, persons
between 65 and 80 will, on average, have more adult children than in the
past, because the baby boom generation will be reaching middle age. On the
other hand, persons who survive beyond the age of 80 may outlive their
children. And, when the children themselves are elderly, they may lack
financial resources or have physical problems that limit the amount of

assistance they can provide.

Trends in Employment
Recent trends in labor force participation, should they continue, would

have a substantial impact on the demand for child-care services. They
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might also have an effect on demand for dependent-care for the elderly, but

that relationship is less clear.

Maternal Employment. If present trends continue, the number of
young children reared by two employed parents or by a single employed
parent, rjither than by two parents only one of whom works outside the
home, will increase during the 1980s. This increase will reflect the com-
bined effects of three trends: the growth in the population of young
children; the increasing proportion of young children living in single-parent
households; and the increasing rate of labor force participation of women
with children.2/  Projections of labor-force participation, however, are
dependent on such factors as growth in overall employment and on the

availability of child care.

Labor force participation grew rapidly during the 1970s among
mothers with children below the age of six, and this growth is projected to
continuc--a'bcit at a slower rate--during the 1980s (see Table 3). The labor
force participation rate is substantially higher among mothers with no
husband present, but it has been growing more rapidly among mothers with
hushands present. By 1990, well over half of all mothers of children under
age six are projected to be in the labor force--55 percent of those with

husbands present, and 63 percent of those with no hushand In the household.

9. Mothers rearing children alone are both more likely to be In the labor
force and more likely to be employed full-time than are married
mothers who live with their hushands, but_emplogment rates for the
latter group have also increased markedly since 1970.

o rnnnvv v reivie
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TABLE 3.  RATES. OF LABOR FORCE PARTICIPATION OF MOTHERS,
BY AGE OF YOUNGEST CHILD AND HOUSEHOLD TYPE:
1970, 1980, AND PROJECTIONS FOR 1990 (Rates in

percentages)
Actual Projected
1980 1990
Households With Children
Under Age 6
Married Mothers,
Hushand Present 30.3 (5.1 55.3
Other Ever-Married
Mothers**/ 50.7 59.3 63.<(
Households With Cluldren Age 6
Through 17 (none younger)
Married Mothers,
Husband Present <(9.2 61.7 70.1
Other Ever-Married .
Mothers®/ 67.3 4.2 73.8

SOURCES: Rates for 1970 are from Bureau of Labor Statistics, Marital
and Family Characteristics of Workers, March 1970, Special
Labor Force Report 130, 1971, Table F. Rates for 1980 are
from Bureau of Labor Statistics, News, 81-322, November 15,
1982, Table 2. Projections for 1990 are from Ralph Smith,
"The Movement of Women into the Labor Force,” in Ralph
Smith, ed., The Subtle Revolution (Tire Urban Institute, 1979).

a. Numbers exclude never-married women with children. Data on such
women has been available only since 1976, and proirections of their
labor force participation in 1990 are unavailable. The limited data
available, however, Indicate that the labor force participation rate of
never-married mothers is currently similar to that of married mothers
with hushands present. Moreover, tire data suggest that their labor
force participation may be growing slowly. In 1976, about <@ percent
of never-married women with children were in the labor force; this
had grown to <4 percent in 1980 and to <( percent in 1982. In 1976,
about 5( percent of nevcr-marrlcd women with children age 6-17 were
In the labor force; this had grown to 68 percent in 1980 but had fallen
to 6< percent in 1982. Bureau of Labor Statistics (BLS), Marital and
Family Characteristics of the Labor Force in March 1976, Special
Labor Force Report 206, Table 2; BLS, News, 81-522, November 15,
1981, Table 2; and BLS, Division of Employment and Unemployment
Analysis, unpublished tabulations of the employment status of women
in March 1981 and March 1982.
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Among mothers with children between 6 nnd 17 (but none younger),
labor lorce participation is higher yet.i2/ Again, labor force participation
is higher among mothers with no husband present but is growing more
rapidly among those with hushands in the household (see Table 3). In 1990,
nearly three-fourths of mothers of children age 6 through 17 are expected
to be in the labor force— 70 percent of those with husbands in the household,

and 79 percent of those with no hushand present.il/

Such an increase in the labor force participation of mothers, coupled
with the growth in the population of children under 6, would sharply increase
tlve number of very young children with both parents--or, in the case of one-
parent households, the only parent—in the labor force. The number of
children under age 6 with both parents in the household, but with a mother
in the labor force would increase by nearly 2.5 million—a 36 percent rise
between 1980 and 1990 (see Table 9). The number of very young children in
mother-only households with mothers in the labor force would Increase by |

million, or 57 percent.

Employment of Potential Caretakers of the Dependent Elderly. The
continuing increase in the labor force participation of women—particularly

married women—might also reduce the availability of family members to

10.  The 6-through-9 age group discussed earlier is not separated here from
the entire 6-through-17 age group hecause of a lack of relevant data.

11, Note that these projections assume no further growth in the labor-
force participation rale of mothers with children aged 6 through 17
and with no hushand Bresent. Never-married women with children are
excluded from this table. See footnote 'a' to Table 3.

2

TABLE 9. NUMBER AND PERCENT OF CHILDREN UNDER AGE 6, BY
NUMBER OF PARENTS IN THE HOUSEHOLD AND LABOR-
FORCE STATUS OF MOTHER, 1980 AND PROJECTIONS FOR
1990 (Numbers In thousands).

Change
1980 1990 Number Percent

Children with Two Parents,

Mother Not in Labor Force 8,935 7,599 -891 -10
Children with Mother Only,

Not in Labor Force 1,219 1,609 390 32
Children with Two Parents,

Mother in Labor Force 6,930 9,399 2,969 36
Children with Mother Only,

In Labor Force 1,777 2,786 1,009 57
Other*/ 1,268 1,619 396 21
Total Children 19,629 22,997 3,368 17

SOURCE: Tables 2 and 3.

a.  This category includes children living with their fathers only as well as
those living with neither parent.

care for dependent elderly individuals. Increases in the proportion of
families with two earners results in less time for activities such as providing
help to relatives. Moreover, because the role of caring for relatives has
traditionally been played by women, increases in their labor force
participation are particularly important. On the other hand, the children of
dependent old-elderly Individuals are in some instances old enough

themselves to be out of the labor force.
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FACTORS BEARING ON FEDERAL SUPPORT
FOR DEPENDENT-CARE SERVICES

The relevance o increased demand for dependent-care services to
federal support of those services (through both direct expenditures and tax

provisions) will depend on a variety of factors, including:

0 The economic circumstances of young children and the dependent
elderlyt

0 The extent to which dependent Individuals are concentrated in cer-
tain jurisdictions; and

0 Changes in the supply of relevant services, In the absence of fur-
ther federal Intervention.

The Economic Circumstances of Young Children
and the Dependent Elderly

Changes in the economic circumstances of young children and the
dependent elderly will be a critical determinant of the importance of

federal support for dependent-care services.

The Economic Circumstances of Young Children. The number of
young children living in poverty has Increased in recent years and is likely to
grow furtlier by 1990. Moreover, the number of young children in single-

parent families living in poverty Is especially likely to increase.

Projections of the poverty rate among children hinge on two factors:
the number of children living In single-parent (generally, mother-only)
households, and the condition of the economy. The poverty rate among

children in single-parent families has been quite stable over the past decade,
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with only relatively small fluctuations accompanying economic upturns and
downturns. Between 50 and 53 percent of children under IS In female-
headed households, and hetween 61 and 66 percent ol children under 6 in
such households, lived in poverty in each year from 1971 through 1981. In
contrast, the poverty rate among children in male-headed households varied
substantially with the condition of the economy, increasing in the recession

years of 1971, 1975, 1980, and especially 1981.

Accordingly, over the rest of this decade, two contrary trends will
affect the Incidence of poverty among young children. The continued
increase in the proportion of children living in mother-only homes, coupled
with the growing total number of young children, will act to increase the
number of young children living in poverty. On the other hand, improvement
In the economy may reduce the proportion (but not necessarily the number)
of young children in poverty, primarily by lowering the poverty rate in male-

headed households.

Among children under six, the combined effect of these trends is likely
to be a sizable increase in the number in poverty--and perhaps a smaller
increase in the proportion living in povcrty--unless improvement in the
economy Is substantially more rapid then is now anticipated. For example,
if the poverty rate among children under six in each household type in 1990
was equal to the corresponding 1979 (pre-recession) rate, the number of
children under six living in poverty would increase by nearly | million

between 1980 and 1990 (sec Table 5). Twenty-seven percent of the total



K

TABLE 5. NUMBER AND PERCENT OF CHILDREN UNDER AGE 6 IN POVERTY IN

1980 AND PROJECTIONS FOR 1990 BY AGE AND HOUSEHOLD TYPE,
UNDER ALTERNATIVE ASSUMPTIONS ADOUT POVERTY RATES
(Numbers In thousands; rates In percents)

1980 1990 1980 to 1990
Additional
Poor as
Number Percent Number Percent Total Additional Percent ol
In in in in Additional  Children In Total
Poverty Poverty Poverty Poverty Children Poverty Additional
1990 Poverty Rates Equal to 1979 Rales*/
All House-
holds 3,950 20 9,918 2 3,533 968 27
Female-
headed 1,953 65 2,711 62 1,399 758 59
Male-
headed 1,997 12 2,207 12 2,135 210 10
1990 Poverty Rates Equsl to 1981 Rates!?/
All House-
holds 3,950 20 5,885 25 3,533 1,935 55
Female-
headed 1,953 65 2,896 66 1,399 993 67
Male-
headed 1,997 12 2,989 16 2,135 992 96

SOURCE! Current Population Survey, Seriej P-60 publications and unpublished

a.

tabulations’, and Tables | and 2 of this report.

1990 poverty rates for each household type (male- and female-headed) equal to
corresponding 1979 rates, to reflect the most recent prerecession period. Overall
poverty rate In 1990 does not equal 1979 rate because of the Increasing proportion
of children In female-headed households.

1990 poverty rates for each household type (male- and female-headed) equal to
corresponding 1981 rates, reflecting some of the Impact of the current recession.
(The peak rate in this recession Is likely to be higher than the 1981 rate; see
footnote 12.) Overall poverty rate In 1990 does not equal 1981 rale because of
the increasing proportion of children In female-headed households.

K¢

growth In the under-six population would be accounted for by the increased
number of very young children in poverty. (More than half of the additional
very young children living in female-headed households, but only 10 percent
of the growth In male-headed households, would be poor). In this case, the
overall poverty rate among children under six would Increase slightly over
the decade, from 20 to 21 percent. (Even though the poverty rate would
decrease in each household type, the increase In the proportion of children

living in single-parent households would more than offset that decrease.)!£/

In contrast, Il poverty rates among children under age six In different
types of households In 1990 equalled tire corresponding rales in 1981, the
growth In the number of very young children living In poverty would be
nearly twice as greatjl! The number of children under age 6 living in
poverty would Increase hy nearly 2 million from 1980 to 1990 and would
account for 55 percent of the total growth in the under-six population (see
Table 5). Fully two-thirds of the number of additional very young children
In feinale-headed households would be poor, and the overall poverty rate

among children under age six would cliinb from 20 percent to 25 percent.

12. The decline In the poverty rate In male-headed households does not
appear In Table 5 because of rounding.

13. This would most likely constitute a modest improvement from the
peak poverty rales of "the most recent recession, since povertg rates
among young children are likely to be 5|gn|f|cantfy h|?,her in 1982 than
in 1981, Reductions enacted since 1980 In real benefits under Aid to
Families With Dependent Children were not effective for the most
ﬂart until October 1981 or later. Those benefit redactions accordm%Iy
ad little impact on the poverty rate amon? young children in 1987,
but can be expected lo have an appreciable effect on live 1982 rate.
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The household incomes of young children above the poverty line are
also relevant to the federal role in supporting child-care services. For
example, the household Incomes of young children with two working parents
vary greatly, and the Congress might choose to target its support on the
sjbset of those families with modest combined incomes. Unfortunately,
however, projections of the household incomes of non-poor families with

children in 1990 are unavailable.

The Economic Circumstances of the Old Elderly. Although the
poverty rate among the elderly has declined substantially since 1970, much
ol the progress was made early In the decade. Indeed, the poverty rates
among the elderly Increased in both 1979 and 1980 hefore again falling
slightly in 1931, In 1981, 15.3 percent of the elderly—about 3.9 million
persons—had Incomes below the poverty threshold—$5,999 for an elderly
couple, nnd $9,359 for an elderly Individual (see Table 6). Whether these
poverty rates will remain constant, begin to decline again, or increase
further is unknown, but even if the rate declined by one-fifth (to a rate of
12.3 percent for all persons 65 and over) by 1990, the absolute number of

elderly persons living below the poverty line would be no lower than in 1981,

Although some sources of income will Increase in real terms, such as
newly awarded Social Security benefits, the number of poor among the
elderly population may well Increase as the share of women, the very old,
and persons living alone rises. These groups currently exhibit the highest

incidence of poverty, and persons with two or more of these characteristics

i are particularly likely to he poor (see Table 6). For example, almost two-
thirds of all elderly black women who lived alone in 1980 were in
poverty--four times the rate for all elderly persons. This figure is only
slightly lower than the corresponding figure of 68.1 percent in 1979. More-
over, even if the proportion of poor individuals in each category declines,
Increases In the number of older, single, nonwhite women among the elderly
will probably translate into continued high absolute numbers of poor. If the
proportion of the age-80-and-above population that is poor remained rela-
tively stable at about 20 percent, there would be about 1.5 million poor in

that age group alone compared to | million now.

TABLE 6.  SELECTED POVERTY RATES WITHIN THE ELDERLY POPU-

LATION, 1981

Number of
Percent Persons

Individual Characteristics in Poverty (thousands)
Person Age 80 and Over 21.1 987
Black Person 36.5 890
Person Living Alone 29.9 2,268
Female 18.7 2,785
Female age 80 and over 25.0 171
Black female 93.5 597
Black female living alone 62.9 392
All Elderly Persons 15.) 3,853

SOURCE:  Current Population Survey.



H

Factors that currently contribute to the large numbers ol aged poor
will continue to affect the elderly throughout this decade. Unmarried
elderly women have low incomes primarily as a result of their histories of
low labor force participation and high concentration in low-paying jobs,
characteristics that will be shared by women reaching retirement age in the
1980s. These factors lead to limited retirement coverage and low benefits
from Social Security and private pensions. Moreover, a large portion of
poor elderly women are widows, many of whom experience dramatic income
losses upon the death of tiieir husbands. Widows often live alone, thus

facing higher per-capita living expenses than those in larger family groups.

The old elderly exhibit a high incidence of poverty primarily because
they are less likely to have incomes augmented by earnings and because the
non-Social Security portions of their incomes are rarely indexed for rising
prices. Moreover, measures of poverty understate the precarious financial
position of the old elderly, since health expenses often consume a sub-

stantial share of their incomes and, over time, deplete their resources.

In recent years, rising health care costs have meant that an increasing
share of resources of the elderly must be devoted to such expenditures
despite almost universal enroliment in Medicare. The average expenditure
by elderly individuals for noninstitutional health care is expected to be over
$1,000 in 198ft, and this amount will be higher for those In poor health.
Elderly couples with incomes '.clow $10,000 therefore often devote more

than one-fifth of their incomes to health expenditures.
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The demographic groups among the elderly most likely to be poor and
to have large health-care costs are often also those with a greater likelihood
of seeking hoine-based services. For example, the very old are likely to be
frail, and those living alone cannot depend on a spouse or other relative in

the household to provide care.

Geographic Concentration of Dependent Individuals

Immigration and Internal migration may lead to a continued or
increased concentration of dependent individuals in certain states and in
certain types of communities. Moreover, in some cases, these concentra-
tions may occur in jurisdictions that would find it difficult to fund services

for those individuals.

Immigration Trends. In recent years, immigration has had a sizable
impact on both the size and the characteristics of the national population.
Alternative Census projections put estimated net immigration—that is, gross
immigration, less temporary immigration and less out-migration of perma-
nent residents—at between 50,000 and 750,000 per year over the decade of
the 1980s, or between 19 and 29 percent ol total population growth. These
recent immigrants tend to be younger than the population as a whole—
accordingly, many have young children—and they tend to have lower

incomes than native-born Americans.

In recent years, immigrants have tended to concentrate in a small
number of states and, in some cases, in specific jurisdictions within those

states. For example, of the 0.5 million permanent aliens in 1980, over 70
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percent resided in six states--California, New York, Texas, Florida, Illinois,
and New 3crsey-which contain less than 40 percent of the total national

population.

Internal Migration. Several aspects of internal migration might also
lead to increased concentrations of either dependent young children or

dependent old-elderly individuals in certain jurisdictions.

—Concentration of dependent vouor children. If the pattern of recent
years continues, tlve decade of the 1980s will see only modest changes in the
distribution of poor children under age six between central cities, non-
central parts of metropolitan areas, and nonmetropolitan areas. Between
1971 and 1981, for example, the proportion of very young poor children
living in nonmetropolitan areas declined somewhat (from about 40 to 36
percent), while the proportion living in metropolitan areas increased
correspondingly (from 60 to 64 percent). Most of this shift reflected an
increase in the proportion of very young poor children living In non-central

pai is of metropolitan areas (from 23 to 26 percent), rather than in central

cities.

For some purposes, however, it Is less important to know where the
laigest number of very young poor children live than to know where the
poverty rate among very young children is highest— that is, where those in
poverty constitute the greatest share of the total population of very young

children. For example, communities in which the poverty rate Is highest
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may be hardest pressed to provide services to poor children, because of-the
larger proportion of children needing services and the correspondingly higher
proportion ol families contributing little to local revenues because of their

low incomes.

Between 1971 and 1981, the poverty rate among children under age 6
grew more rapidly in metropolitan areas than elsewhere in the nation. In
central cities, the poverty rate increased from 21 to 30 percent, while in
non-central parts of metropolitan areas, it rose slightly faster but from a
lower initial level--increasing Irom 10 percent in 1971 to 15 percent in
1981. In contrast, the poverty rate in nonmetropolitan areas increased at a

slower rate--ri'3ing from 22 to 24 percent--during the same period.

—Concentration of the elderly. Recent migration patterns show that
while the elderly are only about a fourth as likely to move as the non-
clderly, they too have been relocating to the Sun Belt and the suburbs.
Thus, states such as Florida, Arizona, 'and New Mexico liave experienced
substantial growth in their elderly populations--although of these states,
only Florida has a concentration of the elderly much above the national
average. On the other hand, since the elderly are less likely to move, tliey
arc also concentrated in areas that substantial numbers of young families
have left, such as tire farm states of the Midwest and the old industrial
states of the Northeast. In addition to this interstate migration, there has
also been a slight increase in the proportion of tlx? elderly living outside of

central cities.
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Changes in the Supply ot Dependent-Care Services

Changes in the supply of various types of depcndent-care services, in
the absence of further federal Intervention, will affect both the accessi-
bility and the price of those services. If demand increases to a greater
degree than any change in supply, the price ol private care can be expected
to rise. Families will adjust to higher prices in different ways. Those whose
incomes increased even more would effectively have the same or more
options as now, while those whose incomes rose more slowly might shift to
lower-quality care.ii*/ Changes in the supply of dependent-care services arc

difficult to project, however.

Doth child care and home-based care are labor-intensive industries
drawing heavily on low-paid workers--usually women. Changes in the supply
of such workers will therefore be the most important factor for determining

changes In the supply of services.

Factors that wculd be expected to shift the supply upward are the
expanding female labor force, and the increasing population of elderly
women for whom employment as caretakers may he an appealing option.
For child care, some young mothers may also be able to combine remaining
at home with employment as informal day-care suppliers. On the other
hand, if other job opportunities became increasingly available to women,

some women would be expected to move out of marginal employment as

It. State and local government support is unlikely to contribute to an
increased supply of dependent-care services, since many state and
local governments are facing severe fiscal constraints.
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dependent-care providers, particularly to the extent that alternative jobs
paid higher wages. Declining overall unemployment rates could be one
factor leading to such an increase in alternative job opportunities for women
and to a corresponding decline in the supply of workers in the area of
dependent care. If home-based social services were marketed in
combination with home health services, more skillcd--and better
compensated--workers might be employed. Such a movement might make
employment in care for ti>e elderly more attractive, thereby enticing more

job applicants, but also increasing the cost of services.

Uncertainty in Projecting Reliance on Federally Supported 1-r ces
Several factors bearing on federal support for non-family dependent-

care services are difficult to predict.

Unexpected changes in fertility rates, for example, could substantially
alter the projected number of young children—or the proportion in various
income brackets. In addition, patterns of family composition—such as the
divorce rate among parents of young children—could differ from those
projected. Similarly, unanticipated changes in mortality rates could alter
the projected number of dependent elderly individuals. Unanticipated
medical advances could decrease the proportion of old elderly individuals
with functional limitations; conversely, if access to medical services was

sharply curtailed, the number of elderly with functional limitations might
I
increase.
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Kconomic circumstances that are difficult to forecast could also
affp" t the future importance of federal support for dependent-care services.
For example, little is known about the future income distribution of young
children or the elderly, apart from projections of the proportion living in
poverty. Moreover, changes in the unemployment rate, in the type of
workers most often unemployed, in the regional distribution of unemploy-
ment and income (for example, through continued declines in "smokestack"
industries in the Northeast and Midwest), and in the relative wages of male
and female workers could all affect the extent to which families will seek

federally nnd other publicly supported services.

PART Il. ISSUES IN DETERMINING THE FEDERAL ROLE

In considering any potential federal response to the changing economic
nnd demographic circumstances of children and the elderly, a number of
overall issues arise. After a brief description of current federal programs,
this section discusses three sets of issues:

0 Whether to change the federal role;

0 Tradeoffs between dircct-expenditure and  tax-expenditure
approaches  d-pc .oent carc; and

0 Alternatives for structuring new services.

THE EXISTING FEDERAL ROLE

Federal support for dependent care and other social services is
currently provided through a variety of means, including both direct
expenditures and tax expenditures. These services are provided for children,

the elderly, and other groups such as the mentally and physically disabled.

The largest direct social-scrvice expenditure program is the Human
Services Dlock Grant (HSUG)--formerly Title XX of th; Social Security Act.
The HSBG program provides funds to stales to finance assistance for child
care, foster carc, housekeeping, social activities, transportation, and other
social services. The comhbination of services delivered is at the discretion of
the states. In addition, the Head Start program offers educational, medical,
"Utrilional, and social services to preschool children, primarily serving those
from low-income families. For lite elderly, the Older Americans Act serves

as an important source of home-delivered and congregate meals and other
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social services, and the Medicare and Medicaid programs cover some home-
health services that may have social-service components. Social services

are also funded through a variety of mostly smaller direct-cxpenditure

programs.

The dependent care tax credit provides a tax credit equal to a specific
portion of employment-related depcndent-care expenses.!/ For purposes of
the credit, eligible expenses are those paid for the care of dependent
children under the age of 15 and of other dependents if physically or
mentally incapacitated. Expenses eligible for the credit cannot exceed
$2,<(00 (or one dependent or $<(,800 for I*o or more dependents. The credit
is intended to provide greater assistance to families with low or moderate
incomes; the credit equals 30 percent of eligible expenses for families with
adjusted gross incomes (AGIs) of $10,000 or less, declines to 20 percent as

AGI rises to $28,000, and remains at 20 percent at higher incomes.

The federal government also subsidizes social services indirectly
through means-tested income transfer programs--most importantly, through
the allowance for day-care expenses in the Aid to Families with Dependent
Children (AFDC) program. Under this provision, AFDC recipients with
eirnings arc permitted to deduct child-care expenses up to $160 per month
per child from their gross earnings for purposes of determining their benefit

irnount. This deduction lessens the reduction in benefits that the recipients’

L. Tlte restriction of the credit to "employment-related" expenses limits
it to single employed taxpayers and married employed taxpayers with
an employed spouse.
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earnings would otherwise cause, thus providing a partial subsidy of day-care
expenses. The total subsidy of day care provided through this mechanism,
however, is substantially smaller than that provided by the dependent-care

tax credit or by the larger dlrect-expcnditure programs.

DECIDING WHETHER TO CHANGE THE FEDERAL ROLE

Increased public support for dependent-care services may bhe sought if
high poverty rates in the growing populations of young children and
dependent elderly individuals continue, particularly if prices for privately
provided dependent care increase. Such support could in theory be provided
by subnational governments, but many jurisdictions will face difficult fiscal

conditions and disproportionate concentrations of dependent individuals.

This potential increase in demand for federally funded social services
arises in a period of considerable budget stringency, however. Financing an
Increase in the federal role would require either increases in taxes,
reductions In other federal programs, or higher federal deficits. (This
analysis has thus far focused on sources of Increased demands for social
services; similarly, an analysis of possible revenue increases or program
reductions could focus on identifying direct expenditures or tax expenditures
that serve groups that are shrinking .n size or whose inflation-adjusted

incomes are rising. Such a discussion is, however, beyond the scope of this

paper.)
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On the other hand, if the federal role in the provision of dependent-
care services did not keep pace with the increase in demand, the result
would likely be consumption of fewer or lower-quality services by those with
low and moderate incomes. In the case of child-care services, changes
might include a shift to more informal care, lower quality and quantity of
supervision in carc, and in some instances, leaving children with no
supervision. Although not ail the implications are known, It is likely that
such children would suffer in terms of their physical, emotional, and
educational needs. For the dependent elderly, also, the issues center on
their quality of life. For those receiving no services, but remaining at
home, daily needs such as diet and personal hygiene might suffer. In other
instances, lack of services might hasten Institutionalization-lowering some
aspects of their quality of life and, in some cases, Increasing costs to the

federal government through Medicaid.

CHOOSING BETWEEN DIRECT EXPENDITURES AND TAX
EXPENDITURES FOR DEPENDENT CARE

Should the Congress choose to Increase or redirect aid, it must decide
whether to direct it through spending programs or through the tax system.
Several tradeoffs would arise in choosing between direct expenditures and
tax expenditures, including:

0 The extent to which they can be used to target benefits to low-
income groups; and

0 Flexibility in the type of services they can support.
In essence, direct programs are better able to assist those with low incomes,
whereas tax expenditures can subsidize a broader range of services and

minimize the extent of government intervention.
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Targeting benefits toward low-income families is likely to be more
practical with direct expenditures than with tax expenditures, largely
because of the structure of the personal income tax. According to the most
recent estimates, only about 7 percent of the *.6 million families using the
depcndent-care tax credit had incomes below $10,000 in 1981, for example,
and less than 6 percent of the estimated $1.3 billion in tax credits went to
these families. The major reason is that the dependent-care tax credit is
not refundahle--that is, it cannot exceed the amount of the family's tax

liability—and most families with incomes below $10,000 pay little or no
|

income tax.
I

Although more low-income families would benefit under a refundable
credit, many still would not. Because most low-income families do not pay
taxes, they are not easily reached through the tax system. This has been the
experience of ti>e one refundable tax credit that now cxists--the earned
income tax credit (EITC) for working parents with dependent children.
Many do not know about the credit, do not understand how to use it, or are
reluctant to deal with the Internal Revenue Service. The forms needed to
use the credit can be confusing, and people who would not otherwise have to
file a tax return (since they owe no tax and are due no refund) must do so to
obtain the credit. A further possible problem in using the income tax
system to assist low-income (amilies is that a family does not receive the
credit until tax returns are filed at the end of tlic year, creating a consider-
able hardship in some cases. In theory, an ndvance-payment provision might

ameliorate this problem, but in practice su--h a change would likely have



little effect. The EITC docs have a provision for advance payments from

employers, for example, but very few EITC recipients -about 0.<i percent—

use this feature.

In contrast, direct-expenditure programs can be designed to serve
only—or primarily—low-income families, particularly if such targeting is
mandated at the federal level. In practice, however, direct-expenditure
programs need not be targeted; for example, recent changes in the statute
removed federal targeting requirements from the Human Services Block

Grant, providing states the option of directing services toward middle- and

upper-income Individuals as well.

Tax expenditures have the advantage of flexibility. Tax credits or
deductions may be used to subsidize a broad range ol privately purchased
carc, while direct provision increases the role of government and limits
individual choice.  Moreover, favorable tax treatment may encourage

relatives to contribute to the care of the dependent elderly relying on

publicly provided services.

STRUCTURING FEDERAL PROGRAMS FOR DEPENDENT CARE

If additional federal efforts are undertaken to provide dependent-care
assistance--either through existing or new direct-expenditure programs or
through various tax expenditures—the Congress will face a number of

difficult decisions about how to structure that aid to maximize its

clfectivcness.
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Child Care. In providing support for child care, one central Issue is
the extent to which aid would be targeted by income. Given likely funding
limitations and the rapid growth in the number of very young children in
poor households, the extent of income-based targeting would be a critical
factor in determining the proportion of very-low-income children receiving
supported services. A second Issue is how to. provide the wide variety of
types of care that will be in increased demand over the rest of the decade,
ranging from highly labor-intenslve--and correspondingly expensive-infant
care to after-school care for elemcntary-school students. The Congress
mlgh. decide to channel a certain proportion of any funding provided into
each of these types of care, or it might leave that decision to an executive
agency, to states, or to localities. Third, and perhaps most critical, since
any Increase in federal funding for child-care services is unlikely to keep
pace with the expected rapid Increase in demand described above, a federal
initiative would have a greater impact the more it was able to focus some

funds on lower-cost forms of care and to stimulate private alternatives.

Dependent Care for the Elderly. The issues that arise because of the
rapid increase in the dependent elderly population are quite different.
Unlike very young children, the dependent elderly cannot be identified on
the basis of any simple criterion such as age. Moreover, the current
definitions of dependency and need for cac among the elderly are somewhat
unreliable, because they are generally based on self-reported information.
Accordingly, a federal initiative would need to specify how support would be

limited to those wi>o were truly dependent in order to avoid a rapid
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escalation of costs (in an entitlement program) or a misallocation of limited
funds (in .in appropriated pr  .» ' Moreover, a sizable proportion of the
old elderly live alone, while others maintain their own households near
another relative and still others live with relatives or other individuals. The
needs ol these three groups are different. Finally, federal support of
dependent-care services for them might inadvertently create undesired
incentives for the elderly to alter their living arrangements to substitute

publicly funded care lor care by relatives.
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PART ill. OPTIONS

In light of the demographic and economic trends outlined in this
analysis, the Congress may wish to consider options for the provision of
social services to young children and the moderately-disabled elderly.
Options for each of these two groups are discussed separately in this

section.

CHILD-CARE OPTIONS

Numerous options are available to the Congress should it decide to
alter the federal role in supporting dependent-care services for young
children, including:

0 Improving the cost-effectiveness of existing programs;

0 Targeting available resources more narrowly on those populations
least able to purchase care themselves;

0 Expanding federal support;

0 Endcouraging employer participation in the provision of child care;
an

0 Encourq?ing employment changes that might lessen dependence on
nonfamily care.
Improving Cost-Ef fectiveness
In a time of fiscal stringency, federal expenditures could be kept at
the same level but directed in a more efficient fashion. For example, the
an Services Block Grant (HSBC,) could be modified to direct these funds

toward less expensive forms of caie than lire center-based arrangements
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tli.it predominated under Title XX and presumably still predominate. This
could be accomplished by requiring state agencies to distribute more of
their HSBG child-care slots to family day-care homes and less to
institutional care.!/ Because government reimbursement rates to day-care
homes are approximately 75 percent of the rates paid to centers, more
children might be served with a given level of funding if a greater share of
HSBG funding was directed toward non-center arrangements.?/ This
approach would also provide the same range of child-care choices to
families who rely on direct subsidies as are now available to those receiving

indirect subsidies through the dependent-care tax credit.

Shifting the types of child care purchased by the HSBG program could,
however, increase state administrative costs, thereby possibly offsetting to
some degree the Increase in child-care slots that such a shift would be
intended to produce. Family day-care homes tend to be less visible and less

organized than day-care centers, so greater state initiative could be

1. In 1981, 79 percent of the children who received HSBG child carc were
in child-care centers, which tend to be among the most expensive of
eX|st|n% options. For example, In Alabama, the maximum daily rate
for children placed in child-care centers receiving HSBG funds was
$11.00, whereas the rate for family day-care homes was $9.00. U.S.
Department of Health and Human Services, Report to Congress:
Summary Report of the Assessment of Current State Practices in
Titblle XX Funded Day Care Programs (October 1981). Appendix A.
Table 9.

2. Report to Congress: Summary Report of the Assessment of Current
State Practices in Title XX Funded Day Care Programs.
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required to provide these forms of care to HSBG families. Similarly,
monitoring of family day-care establishments, to insure that state safety
and quality standards were met, could prove difficult and costly. Moreover,
program changes that would entail increased federal control over the use of
funds would be a reversal of the recent trend toward reduced federal

direction in the provision of social services.

A further step in the same direction would be to use HSBG funds to
provide low-income parents with child-care vouchers redeemable at both
uuy-care centers and some family day-care establishments. A voucher
system could be set up in a variety of different ways, depending on the
Congress's intent, For example, families could be charged an income-
related fee for their vouchers, so that the lowest-income families paid
nothing while other families paid a price that increased with income.
Reimbursement differentials for different types of care could also be
established, with lower reimbursement limits for lower-cost forms of care;
this would recover for the state some of the savings accruing from families
choosing lower-cost settings, making it possible to offer vouchers to a larger
number of families. A voucher system, however, like direct funding of
family day carc under the HSBG program, would increase the difficulty of
Insuring compliance with safety and quality standards. In addition, a new

administrative mechanism would be required for dispensing the vouchers

. themselves and collecting fees.
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Increasing Targeting on Those Most in Need

Another response to the current fiscal stringency would be to target
available child-care assistance more narrowly on those groups that are least
capable of purchasing care In the private market. Both tlw HSBG program
and the dependent-care tax credit could be restructured to achieve this

goal.

HSBG. Eligibility criteria for the HSBG program could be imposed to
place a relatively stringent income ceiling on participation in child-care
|>rograins--50 percent of each state's median income, for example. This
change, however, would curtail state discretion over the use of these
funds—an approach that runs counter to the direction of recent policy
dianges. It would also exacerbate child-care problems for relatively low-
income families with incomes only modestly above the new cut-off, by
eliminating them from HSBG child-care programs In those states that

presently set a higher eligibility ceiling.2/

The Ocpcndent-Care Tax Credit. The subsidies provided through the
dependent-care tax credit could also be targeted more toward lower-income

families without increasing the total federal revenue loss.

3. Little information is available concerning how states have structured
their HSBG child-care programs following the creation of the block
grant and recent reductions in funding. Anecdotal evidence, however,
suggests that some states have responded by reducing the maximum
income criterion for eligibility for HSBG services, thus Increasing the
extent of targeting by income.
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One alternative would be to make the sliding scale incorporated into
the credit steeper than it is currently. At present, families with adjusted
gross incomes (AGIs) below $10,000 can receive a credit of 30 percent ol
eligible depcndent-care expenses: this percentage declines as income
increases, with familes that have AGIs of $28,000 or more receiving a credit
equal tu 20 percent of eligible expenses. The proportion ol eligible expenses
returned as a credit could be increased for families with relatively low
incomes, and that increase could be offset by lowering the percentage lor
families with higher incomes or by eliminating the credit altogether for
families above a specified income—pcrhaps, for example, an AGI of

$50,000.

The targeting of the credit on those most in need could be Increased
further by making the credit refundable and by incorporating an advance
payment provision. While these changes would help some families of modest
means, however, past cxpcricncc--as noted above--suggcests that many

families with very low incomes would not avail themselves of such a benefit.

Expanding Federal Support
Expansion of federal support of child care could entail increases in

direct expenditures, tax expenditures, or both. While federal support could
be increased through the creation of a new program--for example, the
voucher system noted above— another possibility would be expar an of one

or more of the three largest current federal programs: the He vices
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Block Grant (HSBG), Head Start, and the dependent-care tax credit. Any
expansion, however, would require higher taxes or greater deficits unless

oil setting reductions were made elsewhere in the budget.

HSBG. Expansion of HSBG child-care funding would be straight-
forward in some respects, since the state agencies that operate the program
Iwve substantial experience with day-care programs and since the program
(at least in its former, Title XX form) focused on the provison of such ser-
vices to the population of low-income very young children that is currently

growing rapidly.

A number of difficult Issues would arise, however, if HSBG funding
was increased. Because of the Reconciliation Act of 1981, HSBG no longer
includes a set-aside for day-care services; unless such a set-aside was re-
established, funneling of additional funding Into child-care services could
not be guaranteed.”/ Similarly, the 1981 act removed the two targeting
provisions of then-Title XX: a fairly generous Income ceiling for eligibility
ami a set-aside for public-assistancc recipients. The absence of such
provisoes could limit the Congress's ability to channel additional child-care
funds to the growing population of very young children In poverty.

Targeting requirements or set-asides could be re-established, however.

9. Anecdotal evidence suggests that child-care services have horne a
disproportionately large share of recent HSBG funding cuts.
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If historical precedent was followed, additional child-care funding
under HSBG migh'. be directed primarily into center-based care lor pre-
school children--those aged 3 to 5--unless provisons were added to the law
to encourage additional diversification of child-care services. Channeling
all funding Into preschool center care would leave unaddressed the growing
needs for infant and after-school care. The Congress could address these
needs by requiring that a specified proportion of additional funds be
channeled into infant care, after-school care for elementary-school
children, or both. If collaborative arrangements with local education
agencies were fostered, encouraging after-school care could be a cost-
effective alternative, in that social service agencies could reduce overhead

by making use of school facilities underused in the after-school hours.

Head Start. Expansion of Head Start might be easily implemented,
given that Head Start programs are already well established in a large num-
ber of communities. Expansion of Head Start would also have the advantage
of targeting tlie additional funds toward the rapidly growing population of
low-income children. Unless the program was fundamentally restructured,

however, the additional services would be limited to 3- to 5-year-old

children.

If Head Start funding was increased, the Congress could choose
hetween expanding the number of eligible children receiving tlte current mix

of services or providing longer hours of care to the cumber of children now
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served. In addition, if longer hours were established, they could be provided
at eitlv.T current or reduced levels of service intensity. The effects of these
jlternativcs--for example, their impact on the employment of mothers, cost

per child served, or quality of care--are unclear, however.

Uepcndent-Carc Tax Credit. Unlike current direct expenditures for
child care, tax expenditurcs--that is, the revenue loss--under the
dependent-care tax credit will automatically ...crease if the growing number

ol eligible families make use of it.

If the Congress decided to increase tax expenditures under this credit
beyond the increase that will likely occur in the absence of policy changes,
one option would be to increase the maximum expenditures eligible fot the
credit in the case of infant care--pcrhaps care during the first year or 18
months of life—because Infant care of a given level of quality is substan-
tially more expensive than comparable care for toddlers. Currently, the
maximum expenditure eligible for the credit If only one child's carc is
considered is $2,<t00 per year—roughly $9.60 per work-day over 50 five-day
work weeks. To purchase family day care at a child-to-caretakcr ratio that
many parents and child-devclopinent experts would consider adequate for an
infant would cost considerably more than this. For example, the cost of one
caretaker caring full-time for two infants would generally be at least $'(,100
per year per infant; if three infants shared one caretaker, the cost would
generally be at least $2,750 per child.!/ Accordingly, increasing the
maximum expense eligible for the credit could improve the access of

moderate-income families to infant care of that quality.
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Encouraging Greater Employer Involvement in the Provision of Child Care
Business lax Incentives are the principal vehicle through which the
federal government could encourage employci participation in the provision
of child care, although new loan programs could also be adopted. It is
important to note, however, that recent surveys indicate that only a small
share of employers would be likely to become involved in providing child-
care for their employees, even il current incentives were expanded, unless
almost all of their increased costs were reimbursed through reduced tax

liabilities.!/

In lieu of the present practice of deducting child-care contributions as
business expenses, a tax credit could he designed that would allow employers
to claim a specified percentage of incurred child-care expenditures against
their tax liability. Such a tax credit would have to I>e substantial, however,
to provide a greater benefit than is already available to firms through the
deductibility of child-care costs, and would thereby increase the associated
revenue loss. Unlike some state tax provisions, the credit would need to be
available for partial as well as full subsidies of employees' child-care
expenses, since partial subsidies are the norm in employer-sponsored
Arrangements. In addition, a broad definition of allowable expenditures that

L

5. Assuming 5 days per week, 9 hours per day (to include one hour of
commuting time for the working parent), 50 paid weeks per year, com-
pensation at the minimum wage, and employer payment of the
employer's slvare of payroll taxes.

6. U.S. Department ol Labor, Women's Bureau, Child Care Centers
Sponsored by Employers and Labor Unions in the United States (1980)
and Child Care Information Service, Survey of Employer-Sponsored
Child Carc Programs (1981).



