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Executive Summary

ED 416 007

On October 23, 1997, the Clinton administration will host
the White House Conference on Child Care. The administration’
is expected to announce several initiatives to expand federal
control over day care, ranging from increased federal subsi-
dies to public education campaigns. Those federal initiatives

are misguided, largely because they seriously misread the true
state of child care in the United States.

Advocates of increased government involvement in child
care generally argue that (1) there is a shortage of child
care facilities, (2) the facilities that do exist are not af-
fordable, and (3) unregulated day care is harmful to children.
But the push for federal child care standards and more federal
subsidies to make sure that all children have a "strong and

healthy start in life" is unnecessary and misguided.

There is
no child care crisis.

Ninety-six percent of parents are satisfied with their
child care arrangements; child care fees have not changed in
real terms since the late 1970s; and the number of child care
providers has kept pace with the swelling demand for child

wjcare. Likewise, the National Day Care Home Study conducted
for the Department of Health and Human Services found no indi-
‘ fcation that unregulated family day care was either harmful or
- dangerous to children. In fact, family day care caters suc-

Zg?cessfully to the diverse needs of the children in care. The

,‘%child care market is healthy and heterogeneous, reflecting the
~ « ) diversity of its buyers.

S/ Given the facts--that parents are satisfied with their
children’s care and that high-quality care is both available
~ and affordable even for low-income parents--Congress should

resist any attempt to increase funding for child care and to
‘impose federal standards on providers and parents.
‘ {21 INSTITUTE
[N

.| Darcy Olsen is entitlements policy analyst at the Cato Insti-
QO te.
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Introduction

Two trends have moved the historically personal issue
of child care to the fore of public debate: the increased
participation of mothers in the paid workforce and the in-
creased use of center-based child care.’ The percentage of
working mothers with pre-school-aged children doubled be-
tween 1970 and 1995, from 32 percent to 62 percent.’ The
share of children under age five enrolled in center-based
care increased sharply between 1977 and 1993, from 13 per-
cent to 30 percent. In total there were nearly 10 million
pre-school-aged children with employed mothers in 1993, of
whom roughly half were cared for by someone other than their
parents or relatives.®

As child care has expanded to include care outside a
child’s home, legislators have come to view it as a public
responsibility. The welfare-to-work reforms under way in
all 50 states have reignited concerns about the availabil-
ity, affordability, and quality of child care for low-income
workers. In particular, many state officials fear that wel-
fare recipients who are required to work will be unable to
afford or find appropriate child care, leaving millions of
children underattended. Because of those concerns, the ad-
ministration has decided to champion the cause of child care
in order to "provide the kind of quality care that parents
need."’ The administration is expected to announce several
initiatives to expand federal control over child care, rang-
ing from increased federal subsidies to public education
campaigns. Those federal initiatives are misguided largely
because they are based on a serious misreading of the true
state of child care in the United States.

Advocates for increased intervention argue that child
care is scarce, too expensive, and low quality, but the
facts tell a different story. The number of child care pro-
viders has kept pace with the swelling demand for child
care, child care fees have not changed in real terms since
the late 1970s, and 96 percent of parents are satisfied with
their current child care arrangements. Likewise, the Na-
tional Day Care Home Study conducted for the Department of
Health and Human Services found no indication that unregu-
lated family day care was either harmful or dangerous to
children, and, in fact, family day care caters successfully
to the needs of the children in care. By all accounts, the
child care market is healthy and heterogeneous, reflecting
the diversity of the buyers.

In view of the facts--that parents are satisfied with
their children’s care and that high-quality care is both
available and affordable even for low-income parents--

3
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Congress should resist any attempt to increase funding for
child care and to impose federal standards on providers and
parents.

Government Child Care Efforts

The government’s involvement with child care already
gives literal meaning to the term "nanny state." Local,
state, and federal governments pay roughly 40 percent of the
total annual estimated expenditures for child care in the
United States.® Federal funds allocated to families for
child care have doubled since 1980; funds targeted to low-
income families have almost tripled.’

Not surprisingly, the federal approach lacks coordina-
tion, and federal programs have often failed to assist tar-
geted populations. The General Accounting Office estimated
that in 1992 and 1993 the federal government funded more
than 90 early childhood programs administered through 11
federal agencies. 1In 1994 the Congressional Research Serv-
ice identified 46 operating federal programs related to
child care.’ Major sources of federal child care assistance
include the Social Services Block Grant under Title XX of
the Social Security Act, the Child and Dependent Care Tax
Credit, and the Child Care Food Program.

Other federal programs provide assistance for child
care services and training for child care providers. Most
of those programs are not child care programs per se; they
support child care as a component of other activities, such
as job training, housing assistance, and education. For ex-
ample, under various federal student financial aid programs,
students can count a certain portion of child care expenses
as part of the cost of postsecondary education and thereby
receive federal student aid to help cover child care costs.™

Although Congress requires the states and the Depart-
ment of Health and Human Services to collect information on
child care services funded and families served by the fed-
eral programs, little information is actually available for
making assessments about the impact of federal child care
assistance. For example, virtually no information is avail-
able on the quality of care given by the various types of
child care providers serving subsidized families. There is
also little information available on the total number of
families served."

Despite the duplicative, unaccountable record of fed-
eral child care programs, the 105th Congress actually in-
creased federal spending on child care with the passage of
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the Personal Responsibility and Work Opportunity Reconcilia-
tion Act of 1996. The welfare reform bill combined four
previous federal child care programs into one block grant,
the Child Care and Development Fund.” While opponents of
welfare reform worried that the bill would reduce child care
funding, CCDF provides states with roughly $4 billion more
in child care funds than was ever spent before.” 1In total,
the bill authorizes $13.9 billion in mandatory funding and
$7 billion in discretionary funding for fiscal years 1997-
2002." States are required to use at least 70 percent of
their funds to provide child care assistance to families who
are receiving federal assistance, those who are attempting
to leave such assistance programs, and those who are at risk
of becoming dependent on such programs. A new Welfare-to-
Work grant passed in the Balanced Budget Act of 1997 gave an
additional $3 billion to the states for fiscal years 1998-
99, which can be used to pay for child care.”

It is estimated that welfare-to-work reforms could af-
fect approximately 4.5 million pre-school-aged children.®®
Given that the 1996 reforms have only recently been imple-
mented, it is not possible to determine with certainty how
many of those children will actually need child care. 1In
light of the exemptions in the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996, however, it is
highly unlikely that all of those children will need child
care immediately. The act requires that only 50 percent of
each state’s adult welfare caseload be working by 2002."
Single parents with children under age six need only work 20
hours a week to meet the work requirement.'” The act further
stipulates that a state may not reduce or terminate assis-
tance on the basis of a refusal to work if the household in-
cludes a single parent and. a child under six years old and
child care is unavailable for almost any reason.  Moreover,
low-income families typically rely on care by relatives,
which is both available and affordable. In 1993, for exam-
ple, 60 percent of preschoolers in poor families were cared
for by relatives and only one in six of those arrangements
required cash payments.?”* If all of the welfare recipients
with pre-school-aged children began working immediately,
considering their preference for child care by relatives, at
most roughly 2 million children would need family- or cen-
ter-based care. And since only 50 percent of each state’s
adult caseload must be working by 2002, the number of chil-
dren needing immediate care is likely to be far smaller. 1In
addition, single parents with a pre-school-aged child are
exempt from work if they cannot find child care.

There is no reason to believe that the child care mar-
ket will be unable to adjust to accommodate more children.
The Profile of Child Care Settings, the most recent, compre-
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hensive study of the supply of center-based and regulated
family day care, concluded, "The market seems to be working
to increase supply as demand expands."21 Furthermore, ac-
cording to the Department of Health and Human Services, in
the past the states have demonstrated "a strong commitment
to quality, as well as a commitment to the children and
families in each community."? At least 27 states already
provide transitional child care based on a sliding scale for
between 12 and 24 months for individuals entering the
workforce.” Twenty states plan to appropriate state dollars
beyond the amount that they are required to spend to draw on
federal funds.? Eleven states have indicated that they are
increasing their income ceilings for eligibility so that
more families will be eligible for a child care subsidy.

A number of states are generating revenue for child care
through tax credits. For example, Minnesota offers a re-
fundable child care tax credit that specifically benefits
lower-income families and Colorado offers a tax checkoff op-
tion for child care and tax credits to individuals as well
as businesses.” 1In sum, the American Public Welfare Asso-
ciation concludes that "there is an across-the-board effort
to ensure the availability of quality child care for all
low-income residents, not just those that are transitioning
off welfare."® While the merits of the various programs are
subject to debate, it is clear that the states are taking
responsibility for child care without mandates or directions
from the federal government.

National Child Care Standards

Advocates of national child care standards generally
argue that (1) parents are unable to distinguish between
low- and high-quality care, (2) the government has the in-
formation to determine what constitutes high-quality care,
and therefore (3) the government should set standards to
guarantee high-quality care for all children.?”” That line of
reasoning assumes that parents are ignorant of the quality
of care their children receive. It further assumes that
there is one universal definition of "high-quality care." On
the basis of those assumptions, advocates of national stan-
dards would abrogate parental care-taking responsibility and
limit care only to what meets government standards.

The debate about the need for national standards turns
on the definition of "quality," raising the obvious question
of who should define quality. There is some agreement among
parents and providers about what is most essential to good
child care: the child’'s safety, communication between pro-
viders and parents about the child, and a warm and attentive
relationship between the provider and the child.?”® child
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care researchers and children’s advocates, however, often
use the criteria established by the early care and education
(ECE) professional communities, which define quality child
care as "that which is most likely to support children’s
positive development."?” Positive development goes beyond
protecting children’s safety and health to encouraging them
to become independent; teaching them through interesting,
fun activities; and establishing a close, personal relation-
ship with every child.’® Other advocates, including Presi-
dent Clinton, further define quality, not by results, but by
inputs such as accreditation, wages for child care workers,
and levels of government funding.” What "quality" entails
begins to look less like a question of children’s needs and
more like a political issue pushed by special-interest
groups, such as regulated child care providers, rather than
concerned parents.”

The research shows that parents seek high-quality care
for their children, are aware of the type of care their
children receive, and are satisfied with their child care
arrangements. According to the National Child Care Survey,
37 percent of all parents indicated that "quality" is the
most important factor in their choice of arrangements, and
another 30 percent indicated that the most important factor
is that care be by a "relative."” The researchers believe
that the extent to which a desire for "relative care" re-
flects a desire for quality or some other factor is unclear.
However, it is likely that parents equate care by a relative
with quality. As the National Research Council explains,

"Quality" in turn, was most often defined as a
feature of providers--whether they are warm and
loving, their reliability, and their experience
with children, features that many low-income
families appear to equate with relative care
rather than with the generic response choice of
"quality."*

Some researchers have suggested that parents may prefer
to tell interviewers that quality is more important than
other factors, such as cost or location, but there is now a
substantial literature that replicates the findings of the
National Child Care Survey regarding the salience of quality
considerations.”

While quality is the primary concern of most parents
when choosing child care arrangements, parents do not have a
unidimensional view of what constitutes quality. Because
people are different, parents have different priorities in
determining quality. This medley of parental demands mani-
fests itself in a market with a choice of products.’® For
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example, researchers have found that parents who value de-
velopmental characteristics more often choose center care
instead of family day care and home care. However, mothers
who value their child’s knowing the caregiver more often
choose family day care.’’

Overall, the research shows that parents select the
type of child care arrangements that match their demands for
quality as they see it. Perhaps for those reasons the Na-
tional Child Care Survey found that 96 percent of parents
are "satisfied" or "highly satisfied" with their child care
arrangements--a finding that did not vary with the employ-
ment status of the mother, the type of care used, family in-
come, age of the child, or race.” It is clear that quality
care is a priority for parents, and their satisfaction with
their arrangements suggests that they have found it.

However, many child care advocates are unconcerned with
a parent’s right to choose or define quality care for their
child. 1In 1991 the National Research Council made clear its
belief that social planning must take precedence over paren-
tal choice:

Preserving parents’ choices in the care and
rearing of their children is essential; however,
it has to be balanced against the need to plan and
coordinate services in a way that ensures their
qualigy and accessibility to all families who need
them.

Accordingly, the council recommends that the federal
government establish a task force to develop national stan-
dards for child care services--a task force that it recom-
mends include everyone from state representatives to federal
agencies, except parents. The National Research Council
proposes mandating standards for everything from staff/child
ratios to the configuration of physical space. For example,
the council suggests,

Space should be well organized, orderly,
differentiated, and designed for children'’s use.
Specific activities should have assigned areas
within a child care center or family day care home
(e.g., an art table, a dramatic play corner, a
building-block corner, a reading corner) .

It is easy to see how far beyond the basic issues of
health, safety, and nurture the idea of standards has moved.
In practical terms, consider quality standards as a function
of values. The National Child Care Survey found that one-
quarter of parents cited religious instruction as a goal and

BEST COPY AVAILABLE
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two-thirds mentioned gaining appreciation for their culture
as a goal.” Should the government then mandate religious
instruction or cultural instruction as part of its quality
standards? Or let us consider the fact that some parents
prefer relative care while others prefer center-based care.
We know that parents who value developmental characteristics
more often choose center care instead of family day care and
home care. We also know that mothers who value their
child’s knowing the caregiver most often choose family day
care. Should the government be able to restrict care to
center-based care if center-based care better promotes
"positive development"? \
Of course standards and regulations do not guarantee
excellence. A recent special report in U.S. News & World
Report opened, "Too many parents have learned that day-care
licensing and regulation, even when they exist, do not guar-
antee quality." ® Advocates of standards typically argue
that this is because current regulations are too lax, but
that is unlikely. Consider, for example, the record of un-
regulated family day care. The National Day Care Home Study
conducted for the Department of Health and Human Services
found no indication that unregulated family day care was ei-
ther harmful or dangerous to children; in fact, it caters
successfully to the needs of the children in care.

The public needs to be informed that, by and
large, family day care has been found to provide a
stable, warm and stimulating day care environment
which caters successfully to the developmentally
appropriate needs of the children in care; that
parents who use family day care report it
satisfactorily meets their child care needs; and
that the cost of this care is reasonable. ©

A recent investigative report in the Washington Post
also provides evidence that regulations do not guarantee ex-
cellence.® The regulated but poorly maintained child care
centers uncovered by the Post’'s reporter are a casebook ex-
ample of the unintended results of government-selected, gov-
ernment-subsidized care. The centers in question, which in-
clude the city’s largest providers of taxpayer-subsidized
child care, continue to receive government funds regardless
of the conditions of the facilities. The Department of Hu-
man Services chooses the centers that get public money for
poor children and then continues to subsidize those centers
despite the fact that they have failed to meet safety and
health standards. Unlike in a private child care setting,
where providers must be responsive to parents’ demands to
stay in business, the government'’s subsidized providers stay
in business regardless.
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It has been argued that, although parents are concerned
about the quality of care their children are receiving, they
cannot make appropriate decisions if they are uninformed
about the availability, cost, and quality of various types
of care.®” First Lady Hillary Rodham Clinton puts it this
way: "A lot of times they [parents] don’t know what is qual-
ity. If somebody’s nice to them, it doesn’t matter that
they don’'t know the difference between caring for a one-
year-old or a four—year—old."46

But can government determine better than parents can
what constitutes quality care? Certainly the government has
the ability to collect research and information on chil-
dren’s development, yet that information is readily avail-
able to anyone who has access to a library, magazines such
as Parenting and Working Mother, or the World Wide Web.
Parents, like most people, hear about the latest research
from news reports and from others who share their concerns.
In light of what we know about how informed parents are and
how accessible information on child care and development is,
it seems implausible that government can determine what con-
stitutes quality care better than can parents. Furthermore,
since parents have different views of what constitutes qual-
ity and every child has unique needs, it is inconceivable
that the government could set standards that would reflect
the desires of millions of working parents and the unique
needs of their children. Even the Department of Labor’s in-
ternal task force on child care concedes that point: "Child
care requirements of parents and families vary substan-
tially. Therefore, child care policy cannot be addressed in
an aggregate fashion.""” '

As it turns out, parents are well-informed consumers of
child care. The National Child Care Survey concluded,

It is striking that the information provided by
parents on the price of care (even for types they
do not use) and on the characteristics of their
arrangements [group size, child/staff ratios,
provider’'s education and training] closely matches
national estimates on fees that providers charge,
on actual expenditures by users, and on the av-
erage characteristics reported by providers.

This suggests that many parents are fairly well-
informed consumers of child care.®

Moreover, the entire debate on the quality of child
care may overstate the impact of child care on a child’s
long-term development. We actually know relatively little
about what constitutes quality child care and the long-term
effects of various types of child care. According to a 1995
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National Research Council report,

Virtually no research has examined the cumulative,
long-term effects on children of attending child
care arrangements of varying quality as
preschoolers or the societal impacts of exposing a
substantial share of young children to child care
settings that fail to foster their optimal
development.

In 1996 the council further noted, "A fundamental chal-
lenge in this area [assessing child care environments] con-
cerns the basic ingredients of quality care; what is devel-
opmentally beneficial for one child may not be so beneficial
for another."® According to the council, we do not even
know what constitutes the "basic ingredients" of quality
care, let alone understand the long-term effects of differ-
ent types of child care arrangements.

Child care accounts for little in terms of children’s
cognitive and language development and has little influence
on the sensitivity of mother-child interaction. For exam-
ple, child care factors account for only 1.3 percent to 3.6
percent of individual differences in cognitive and language
performance, compared with the 5 percent to 41 percent of
the differences that are traceable to all variables, includ-
ing family income, mother’s vocabulary, gender of the child,
and family environment.®® Regardless of how much child care
a child receives, its effects are dwarfed by the influence
of family. It is unclear how government could guarantee
high-quality child care for all children when there is lit-
tle or no information on what constitutes such care. More-
ver, what constitutes quality care for one child does not
necessarily constitute quality care for another. Indeed,
only parents have the information to apply the research in
ways that will meet the unique needs of their children.
Every parent knows that children are as individual as their
fingerprints--no centralized program can take their individ-
ual needs into account. Any such program would run the risk
of barring child care that parents have found effective.

Some child advocates argue that child care is good be-
cause it is an avenue of intervention in the lives of chil-
dren from disadvantaged backgrounds.** Other advocates argue
that mother care is better than day care and that any inter-
vention should help families stay afloat financially so the
mother can care for the children at home.”

One thing is clear: there is no consensus, scientific

or political, on what is best for every child. That makes
sense to parents who know firsthand that every family and

i1
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every child have unique needs. Congress and the administra-
tion should acknowledge those facts--that is, they should
recognize that the push for national standards is politi-
cally driven and scientifically unfounded. They should fur-
ther respect the fact that 96 percent of parents are satis-
fied or very satisfied with their current child care ar-
rangements.

Is There a Child Care Shortage?

After thoroughly examining data from the best available
sources, in 1988 the U.S. Department of Labor concluded,
"This report finds no evidence in support of the contention
that there 1s a general, national shortage of available
child care."* The department’s findings were confirmed in
1990 by Profile of Child Care Settings, which examined cen-
ter-based programs and regulated family day care. *  The pro-
file found that centers are distributed across regions and
metropolltan and nonmetropolitan areas of the United States
in approximate proportion to the population of children un-
der age five. In contrast, regulated famlly day care pro-
grams are not distributed across regions in the same propor-
tions; the supply of regulated family care is more concen-
trated in the Midwest and West and relatively less concen-
trated in the Northeast and South. The researchers believe
that that discrepancy primarily reflects differences among
states in the exemption of small family day care providers
from regulation, rather than a market flaw. There is strong
evidence that the variation in regulatory requirements,
rather than a market mismatch between supply and demand, ac-
counts for the disproportionate dlstrlbutlon of family day
care centers across the country.

At the time of the survey, there were approximately
80,000 centers with capacity to serve 4.2 million preschool
children. Those centers had roughly 200,000 vacancies.
There were approximately 118,000 regulated family day care
providers with capacity to serve 860,000 children; those
providers had 160,000 vacancies. The estimates do not in-
clude the nonregulated family day care providers, of which
there may be from 550,000 to 1.1 million.” The utilization
rates average 88 percent and are remarkably similar across
regions and urban, suburban, and rural areas. Those high
rates suggest that the current supply of care is close to
being fully utilized, which indicates that the supply of
care responds to the demand for care. Overall, the profile
found, "The market seems to be working to increase supply as
demand expands."58 The National Child Care Survey confirmed
the profile’s findings:

BEST COPY AVAILABLE
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This report documents a continued movement toward
use of center-based programs for children of all
ages and types of families, which is consistent
with the increase in the supply of and stability
in price of such care. Center-based care is
generally viewed by most parents as available.

Famlly day-care is an optlon for most
famllles in that they perceive it as the most
avallable of care.”

While there are generallly vacancies, in both real and
perceived terms, two-thirds of centers report that they had
waiting lists. Many commentators have assumed that those
waiting lists are indicative of market flaws or shortages.
However, many economists have found that waiting lists are
often a poor measure of actual demand. Queues are a way to
smooth fluctuations in demand, and they may reflect only
short-run phenomena--even a market that is functioning well
requires time to adjust to changes in demand. Another ex-
planation of waiting lists may be that government subsidies
increase demand for center-based services. James Walker, a
labor economist and chair of the Economics Department at the
University of Wisconsin-Madison, explains:

Child care centers are also similar to colleges in
a way that provides another motivation for using
queues and waiting lists: many are highly
subsidized by private groups or the government, so
that fees charged do not reflect the total cost of
providing the service. 1In these circumstances,
queues may serve the role of prices that are
unable to adjust to the excess demand because of
the regglations imposed by the subsidizing

agency.

Walker’s explanation may help explain the perceived
shortage for infant care. In particular, Profile of Child
Care Settings found that center-based infant care is
slightly less available than is center-based care for older
children. Although centers reported that fewer than 10 per-
cent of their vacancies could be filled by infants, about
half of all family day care providers reported that they
could serve more infants.® Since centers are more heavily
regulated than family day care providers and receive a
greater share of government subsidies, it seems likely that
interference with the market, rather than a market imperfec-
tion, 2has led to the near-shortage of center-based infant
care.

Another concern is the availability of child care dur-
ing nonstandard hours. Nonstandard hours include early

Q ‘ 113
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mornings, evenings, nights, and weekends, as well as all
shifts longer than eight hours. The number of individuals
seeking but not finding around-the-clock care is unknown;
however, the demand for that type of care appears to be in-
creasing.” The Women's Bureau of the U.S. Department of La-
bor found that child care during nonstandard hours is an in-
creasing concern for two reasons: the long-term trend toward
a service-based economy and employers in all sectors chang-
ing their schedules for reasons ranging from enhanced cus-
tomer satisfaction to reduced air pollution.® The bureau
found that the mismatch between worker schedules and avail-
able services varies considerably from one community to an-
other, as well as demographics, the nature of major indus-
tries, and local resources. The bureau also found that lo-
cal communities have been creative and successful in re-
sponding to the need for child care.

The report identified three general models that indi-
viduals have developed to meet the need for care during non-
standard hours: the single employer model in which a single
employer designs a child care program to fit the company’s
work schedule; the employer consortium model in which vari-
ous employers in an industry or geographic area conduct
joint child care projects; and the community partnership
model in which parents, providers, unions, and others iden-
tify local child care needs, pool resources, and share
skills and expertise. In view of the push to nationalize
standards and increase subsidies, perhaps the bureau’s most
important finding was its conclusion:

As a growing number of parents work non-standard
hours, employers and communities around the
country are responding to the need for new kinds
of child care in a variety of ways. . . . There is
no one-size-fits-all solution. The best solutions
are based on a careful assessment of the needs of
parents and children as well as local resources
for children and families.®

While there is no widespread day care shortage, when
pockets of shortage do appear, it is likely that they are
caused by subsidies or regulations. Of all state regula-
tions, those that directly affect staff/child ratios have
the most direct bearing on the supply of day care. The Na-
tional Day Care Study, commissioned by the Department of
Health, Education, and Welfare, confirmed that the
staff/child ratio was the most important determinant of pro-
viders’ costs but found only a "slight" correlation between
staff-child ratios and quality.® Early research showed that
smaller groups are beneficial for a child’s development, but
more recent evidence has called that link into question.
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Today, research on the relationship between child/staff ra-
tios and child outcomes is still inconsistent, yet advocates
of standards continue to call for smaller ratios.?

Zoning laws also affect the supply of child care, even
though they are generally irrelevant to the health or safety
of the children. For example, most city zoning commissions
consider day care a small business and prohibit programs
from opening in residential areas. Those prohibitions can
extend even to individuals who wish to use their own homes
to care for neighborhood children.® Zoning codes can obvi-
ously form barriers to opening and operating both family-
and center-based care facilities. People who seek to in-
crease the availability of child care should examine local
zoning ordinances to see if they pose a significant barrier
to expanding the supply of child care. If so, waivers
should be sought to exempt day care facilities from the or-
dinances.

Is Child Care Affordable?

If the demand for day care truly exceeded the supply,
the price of day care would be increasing rapidly, yet that
has not occurred. After adjusting for inflation, child care
fees have not changed since the late 1970s.®® And, when par-
ents were asked, "Assuming you could have any type of care,
would you prefer an alternate type?" only 24 percent said
ves.” The evidence clearly indicates that there is no child
care shortage.

Despite the growing demand for child care, it remains
affordable. Figure 1 shows the mean weekly expenditure for
all children in a family (with at least one child under
five) made by employed mothers who pay for child care. The
mean for the lowest-income families is about $38 per week.
Only in the central cities and for the highest-income fami-
lies is the mean child care cost more than $70 per week.
- Average weekly child care expenditures for preschoolers for
families below the poverty level total $49.56. For those
gboveBtEe poverty level, the corresponding figure is

76.03.

If child care were too expensive, we would expect to
find parents, particularly low-income parents, expressing
great concern about costs and dissatisfaction with their
child care arrangements. But that is not the case. A
substudy of the National Child Care Survey found that 95
percent of low-income families--that is, families with an-
nual incomes below $15,000--are "satisfied" or "highly




Page 15
Figure 1

Mean Weekly Expenditure for All Children in the Family
with Youngest Child Under 5, Employed Mothers Paying for Care Only
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Source: National Child Care Survey, p. 167.

satisfied" with their current child care arrangements.’
Perhaps more notable is the fact that 92 percent of parents,
high- and low-income alike, report that they would be will-
ing to pay more for their current child care arrangements.“
While about 25 percent of those parents expressed a desire
to change their current arrangements, only 3 percent said
they wanted to change arrangements because of cost.
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Mothers’ choice of child care is based on many factors,
only one of which is cost. According to the National Child
Care Survey, only 16 percent of low-income families men-
tioned cost as the most important reason for choosing an ar-
rangement. The middle-income group mentioned cost less of-
ten than the lowest-income families, but the differences
were not statistically significant, indicating that cost
concerns do not necessarily stem from financial con-
straints.’” Some researchers believe that parents hesitate
to admit that they are concerned with cost, but, as noted
earlier, there is substantial literature that replicates the
National Child Care Survey’s findings regarding the primacy
of quality considerations.”

Many families in fact pay nothing for child care. 1In
1993 only half of all arrangements used for preschoolers
while their mothers were working required a cash payment.’
Whether or not a family pays for child care depends in part
on the type of arrangement used. For example, when rela-
tives are used, cash payments are required for only one in
six arrangements. . In 1993, 60 percent of preschoolers in
poor families and 46 percent of preschoolers in nonpoor
families were cared for by relatives.” That means that
roughly 50 percent of poor parents and 38 percent of nonpoor
parents paid nothing for child care in 1993. Furthermore,
those figures do not take into account the free or partially
subsidized child care provided through government and civic
programs, which further decreases the amount parents pay for
child care.

Many welfare officials believe that the expense of
child care has kept welfare recipients from entering the
workforce in the past. They typically cite as evidence sur-
veys of nonworking mothers who say they stopped working be-
cause they could not find affordable child care. However,
recent experience with state-funded child care programs
shows that claim is dubious. According to Lawrence Mead,
author of The New Politics of Poverty: The Nonworking Poor
in America,

The Massachusetts’s Employment and Training
Choices program funded child care for workfare
more lavishly than any other state, yet only 14
percent of participants asked for care from the
program. . . .In California’s statewide program,
known as Greater Avenues for Independence (GAIN),
only 10 percent of the mandatory (that is,
officially employable) participants used GAIN-
funded care.”
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Mead’'s findings lend credence to the idea that child
care is not a critical component of welfare-to-work pro-
grams. His findings also probably reflect low-income moth-
ers’ preference for relative-based care. William Kelso,
author of Poverty and the Underclass: Changing Perceptions
of the Poor in America, confirms Mead’s findings and further
states that the argument fails to explain why fewer indigent
women are working today than in the past.

If child care is that crucial an issue, we would
expect work rates for poor women to be roughly the
same from one decade to the next. . .but the
percentage of poor women working full time has
declined by roughly 50 percent from 1968 to 1990.
That decline has occurred despite the fact that
poor women, who have fewer children than they did
twenty years ago, also have more opportunities to
enroll their children in government-subsidized day
care. In a major reversal of past practices, many
states, such as Massachusetts and California,
currently earmark funds for child care programs
for low-income women. But as public officials
have dramatically increased the resources
available to indigent single women to care for
their children, their hopes that their work record
would improve has not materialized. On the
contrary, as government entities have begun to set
aside more resources to fund child care for
indigent women, indigent participation in the
labor market has dropped contrary to the
predictions of the advocates for more child care.
Too many advocates of child care have failed to
see that the spotty work record of many poor women
may reflect more a lack of motlvatlon than a lack
of affordable child-care facilities.

Those findings certainly call into question the wisdom
of relylng on increased subsidies to induce low-income women
to join the workforce. ® A report issued by the General Ac-
counting Office in 1994 found that, even if poor mothers re-
ceived a full child care subsidy, it would result in only a
15 percentage point increase in the average probability of
poor mothers working. ®  Whenever a product is free, a number
of people will take advantage of it. That does not, how-
ever, indicate that subsidies are necessary SO women can
work. Finally, poor women themselves do not blame lack of
child care for their lack of work. In one survey, only
about 14 percent of welfare mothers said that lack of child
care was the primary reason for not taking a job.
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Intervention in child care is a paternalistic approach
to problem solving--it condescends to low-income, single
mothers, treating them as victims who need to be rescued by
the state.” More fundamentally, people should not bear
children for whom they are unwilling or unable to provide.
Eloise Anderson, director of the California Department of
Social Services, puts it succinctly:

This approach basically views women as victims
without choice. It also assumes that people on
ald are different and cannot be held accountable.
We ourselves do not have children until we can
afford them, but we don’'t have the same
expectation for people on aid. There is an
underlying belief that these people are inferior
and that government needs to take care of them.®

On a practical level, there is overwhelming evidence
that standards and subsidies cause shortages and increase
prices for certain types of care, although the degree to
which they distort the market is unknown.” We do know, how-
ever, that low- and high-income families find their child
care arrangements satisfactory and affordable. If advocates
insist on trying to make child care even more affordable,
the last thing they should do is impose more day care regu-
lations on providers: doing so would regulate the most af-
fordable options out of existence.

Real Alternatives to Federal Subsidies and Standards

There are many ways to improve the quality of child
care without federal mandates. Employers, unions, and com-
munities are sponsoring such programs, which range from
encouraging more parental involvement and education to
training child care providers and helping facilities attain
voluntary accreditation.®” The increased participation of
mothers in the paid workforce has been the impetus for some
of the most innovative, low-cost, high-quality child care
assistance programs in the country.

In the early 1980s, employers, unions, and communities
began responding to the changing demographics of the
workforce with innovative approaches to child care. A
number of companies’ created work-family task forces and
conducted employee surveys, which eventually resulted in
companies providing child care assistance to employees
through options such as on-site child care, resource and re-
ferral, and dependent-care subsidies. Companies also insti-
tuted flex time and telecommuting options to address family
needs.” Employer-provided child care assistance has blos-
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somed in the past decade. In 1978 just over 100 employer-
supported programs were operating. By 1987 employer—
supported child care centers were operating in 25,000 of the
nation’s public- and private-sector workplaces. ¥ In 1988
the U.S. Department of Labor examined some of the reasons
for employers’ increased attention to child care:

The quickening trend toward employer assistance is
noteworthy: it is occurring before any
comprehensive cost-benefit analysis of child care
problems and solutions has been done. Basic
research relating child care to productivity,
absenteeism, tardiness, turnover, recruitment,
quality and competitiveness is almost nil. ..
Perhaps the key motivator has been the widespread
agreement in business, industry, and finance that
the recruitment of good workers is a real concern.
Since child care helps attract and keep employees,
management has been prompted to act.

By 1990 half of all U.S. families reported having some
employer benefit or policy that helped them manage child
care and other family responsibilities. *  Twenty percent to
36 percent said that part-time work, unpaid leave, or flex-
time were available. Another 10 percent reported that their
employer sponsored an on-site center.” In the past five
years alone, corporations have invested more than $350 mil-
lion in child care initiatives. Those funds have been used
primarily to open new child care centers, recruit new family
child care homes, and improve the quality of child care
services.” Working Mother, which publishes annually a list
of the "100 Best Companies for Working Mothers, " explained
the continued growth in employer-assisted child care this
way:

Companies compete vigorously to get on the WM 100
because they want to be known as the most family-
friendly employer in their industry or profession.
Recruitment needs drive this competition. And of
course corporations also want to retain the
talented people who already enrich their ranks.
That'’'s why companies from so many diverse fields
have develoged programs that rate them a place on
the WM 100.

This year, the Ewing Marion Kauffman Foundation and the
Pew Charitable Trusts published a catalogue of current
strategies for financing child care in the United States.
The catalogue describes several commendable child care as-
sistance programs, one of which was developed by Levi
Strauss & Company. In 1991 LS&CO established a multistate



Page 20

child care initiative to meet the unique needs of its
workforce--79 percent of LS&CO employees are women with
children.” The initiative has three significant components:
(1) vouchers to help families pay for child care, (2) re-
source and referral services to help families locate and
evaluate care, and (3) a charitable giving program that pro-
vides grants to help improve the quality and expand the sup-
ply of child care in communities where LS&CO employees live
and work. The benefits to employees are clear: the initia-
tive has made child care easier to locate, easier to evalu-
ate, and easier to pay for. The company also reaps the re-
ward of its investment. The catalogue explains,

In an era of widespread corporate downsizing,
employees know that they are not likely to work
for the same company their entire lives. They
are, therefore, less likely to feel committed to
their employer. As a result, many companies are
attempting to develop new social contracts with
employees, contracts that help to build worker
loyalty through family supports and other
"quality" of work-life' programs rather than a
commitment to lifetime employment.”

Another employer initiative cited in the catalogue is
the American Business Collaboration for Quality Dependent
Care (ABC), which is a business strategy intended to in-
crease the supply and quality of dependent care services in
the United States. The collaboration includes 21 major na-
tional and international corporations, such as American Ex-
press, Chevron, Eastman Kodak, and Xerox, and more than 100
regional and local business partners. ABC funds are used
for start-up expenses and one-time efforts that expand or
improve services, such as facility construction, staff de-
velopment, grants for equipment necessary to achieve ac-
creditation, and the direct costs of accreditation. For
ABC, the decision to improve child care was motivated by the
bottom line: "We believe that supporting the diverse depend-
ent care needs of our employees is critical to our success
as it enables our companies to attract and retain a produc-
tive, competitive, committed, and motivated workforce."’®

Many companies have started offering more company bene-
fits to reduce employee turnover and to attract workers
where labor is in short supply. One such company is Indian-
apolis-based RCI International, which has invested in a $1.1
million day care center. The company reports that the cen-
ter is already paying off in the form of lower employee
turnover. NationsBank also supports employee child care.
The bank offers to pay about half of the cost of child care
for bank tellers and back-room operations employees whose
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incomes are less than $35,000 per year. NationsBank manage-
ment have found that the turnover rate of people wwho re-
ceive the subsidy is less than half of that of peogle at the
same grade and pay who do not receive the subsidy.”

Labor unions are increasingly including child care on
their collective bargaining agendas. As early as 1988,
child care programs had been established by several major
unions including United Auto Workers, United Steel Workers,
Newspaper Guild, United Food and Commercial Workers, Inter-
national Ladies Garment Workers Union, Amalgamated Clothing
and Textile Workers Union, Civil Service Employees Associa-
tion, and the American Federation of State and County Mu-
nicipal Employees.’® One recent example of union sponsorship
is the 1199/Employer Child Care Fund, which includes contri-
butions from 147 employers. The fund was established to
help meet the child care needs of employees who are members
of Local 199 of the National Health and Human Services Em-
ployees Union, 80 percent of whom are women. The fund sup-
ports seven initiatives, including (1) one on-site center,
(2) vouchers that reimburse up to $75 per week for child .
care in both formal and informal settings, and (3) contracts
with programs offering care during school holidays.”

Communities are also helping families better meet their
child care needs. As noted earlier, parents, providers, un-
ions, and others have pooled resources and shared skills to
help meet the growing need for care during nonstandard
hours. One example is the Child Care Scholarship Fund of
the Marin Community Foundation. The fund provides financial
assistance to low- and moderate-income families in Marin
County, California. The Marin Community Foundation launched
the Child Care Scholarship Fund in 1990 with a $3 million
donation and established an additional pool of up to $3 mil-
lion to be used to match community donations. Scholarships
are awarded on a sliding scale to families with low to mod-
erate incomes and cover between 30 percent and 90 percent of
the family’s child care fees. Assistance is designed to be
a time-limited bridge to help families transition to self-
sufficiency and, for that reason, awards are not made for
longer than two years.'”

The tremendous growth of nongovernment child care as-
sistance lends credence to the argument that market forces
will continue to expand the supply of affordable, quality
day care to meet modern demands. They further cast doubt on
claims about the need for federal involvement in child care,
in terms of both increased subsidies and national standards.

Finally, government could do more by doing less. A
1987 poll conducted by Mark Clements Research Inc. found
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that 84 percent of women who were employed full or part time
agreed with the statement, "If I could afford it, I would
rather be at home with my children."' We know that taxes-
bear heavily on American workers: the average U.S. family
today pays more in federal, state, and local taxes than for
food, clothing, transportation, and housing--combined.™
Certainly the federal government could help all families
better afford child care, and even reduce some demands for
child care, by simply lowering taxes.

who Is Responsible for Child Care?

In announcing the October 23, 1997, White House Confer-
ence on Child Care, President Clinton stated, "This nation
can and should do better. Each of us--from businesses to
religious leaders to policymakers and elected officials--has
a responsibility and important stake in making sure that
children of all ages have the best possible care available
to them."'” Symptomatic of the problem with Clinton’s pol-
icy is his list of parties charged with child care--
businesses, religious leaders, policymakers, and elected of-
ficials. Parents are not on the list.

As child care has moved beyond its traditional confines
to include care outside the child’s home, policymakers
across the political field, from First Lady Hillary Rodham
Clinton to Sen. Orrin Hatch (R-Utah), have come to view car-
ing for children as a public responsibility.'™ wWhile the
desire to have every child well cared for is commendable,
the desire to forcibly take away from parents the responsi-
bility for that care is not. Few issues are more personal
than child rearing. Child care should remain safe from gov-
ernment intrusion. Our form of government demands the sepa-
ration of church and state because religion is a subject of
personal conscience and. belief. Child care is no more or
less personal. It deserves the same protection for the same
reasons.

The 20th century has witnessed the growth of a govern-
ment paternalism that treats individuals as victims who lack
the wherewithal to take responsibility for their own lives.
Government intrusion into child care is an extension of that
philosophy, suggesting that parents are unable or unwilling
to care for their children. Yet, as we have seen, the vast
majority of parents are informed consumers who place primary
importance on the quality of their children’s care.

23



Page 23

Conclusion

As Winston Churchill admonished, "If you don’t look the
facts in the face, they have a way of stabbing you in the
back." Advocates of child care should not propose policies
that will ultimately render child care less affordable. The
fact is that high-quality child care is available and af-
fordable even for low-income parents. Misguided policies
that would increase regulations and subsidies would increase
the costs of child care, pricing it out of reach of those
they are intended to help.

The vast majority of low-, middle-, and high-income
families are satisfied with their child care arrangements;
child care fees have not changed in real terms since the
late 1970s; and the number of child care providers has kept
pace with the swelling demand for child care. Employers,
unions, and communities have responded to child care demands
by developing creative programs for child care assistance.
That creativity should not be replaced with a set of rigid
standards, which would run roughshod over the individual
needs of parents and children. As parents know, every child
has unique needs that cannot be met by a uniform code.

Congress and the administration should recognize that
the push for national standards is politically driven and
scientifically unfounded. Given the facts--that parents are
satisfied with their children’s care and that high-quality
care is both available and affordable even for low-income
parents--Congress should resist any attempt to increase
funding for child care and to impose federal standards on
providers and parents.
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