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RESPONSIBILITY FOR CED STATEMENTS ON NATIONAL POLICY 

The Committee for Economic Development 
is an independent research and educational 
organization of some 250 business leaders and 
educators. CED is nonprofit, nonpartisan, and 
nonpolitical. Its purpose is to propose policies 
that bring about steady economic growth at 
high employment and reasonably stable prices, 
increased productivity and living standards, 
greater and more equal opportunity for every 
citizen, and improved quality of life for all. 

All CED policy recommendations must 
have the approval of trustees on the Research 
and Policy Committee. This committee is 
directed under the bylaws which emphasize 
that "all research is to be thoroughly objective 
in character, and the approach in each instance 
is to be from the standpoint of the general 
welfare and not from that of any special politi­
cal or economic group." The committee is aided 
by a Research Advisory Board of leading 
social scientists and by a small permanent pro­
fessional staff. 

The Research and Policy Committee does 
not attempt to pass judgment on any pending 

specific legislative proposals; its purpose is to 
urge careful consideration of the objectives set 
forth in this statement and of the best means of 
accomplishing those objectives. 

Each statement is preceded by extensive 
discussions, meetings, and exchange of memo­
randa. The research is undertaken by a sub­
committee, assisted by advisors chosen for their 
competence in the field under study. 

The full Research and Policy Committee 
participates in the drafting of recommenda­
tions. Likewise, the trustees on the drafting 
subcommittee vote to approve or disapprove 
a policy statement, and they share with the 
Research and Policy Committee the privilege 
of submitting individual comments for publi­
cation. 

Except for the members of the Research and 
Policy Committee and the responsible subcommit-

. tee, the recommendations presented herein are not 
necessarily endorsed by other trustees or by the 
advisors, contributors, staff members, or others 
associated with CED. 
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PURPOSE OF THIS STATEMENT 

As an organization that has long recog­
nized the importance of human resource 
development to the nation's economic com­
petitiveness, CED believes that our country's 
response to its child care needs has important 
implications for both the current and the fu­
ture productivity of its labor force. 

In four previous policy statements. Investing 
in Our Children: Business and the Public Schools 
(1985), Children in Need: Investment Strategies 
for the Educationally Disadvantaged (1987), An 
America That Works: The Life-Cycle Approach to a 
Competitive Work Force (1990), and The Unfin­
ished Agenda: A New Vision for Child Development 
and Education (1991), CED developed a broad 
strategy for strengthening the nation's human 
resources through improved public and private 
investment in education, early childhood 
development, targeted aid for disadvantaged 
children and youth, and policies to enhance 
the productivity of workers on the job. Each of 
these reports recognized the importance of 
greater investment in children's early devel­
opment and education to the nation's long-
term economic vitality and social strength. 

Child care has become a critical part of the 
"human investment strategy" CED developed 
in its policy statements on education and work 
force issues. Both Children in Need and The 
Unfinished Agenda called for a comprehensive 
and coordinated strategy for meeting the 
developmental needs of children, particularly 
the disadvantaged. 

Why Child Care Matters examines the criti­
cal role that child care plays in the way an 
increasing number of children are growing, 
learning, and preparing for school and for life. 
Of course parents have the primary responsi­
bility for their children's care. But as a society. 

we all benefit when children have high-qual­
ity care in their earliest years that will help 
them succeed in school and later as citizens 
and workers. 

A N IMPORTANT SOURCE 

A primary resource for our study has been 
a CED-sponsored background research paper 
entitled Education Before School: Investing in 
Quality Child Care. Prepared by Ellen Galinsky 
and Dana Friedman, copresidents of the Fami­
lies and Work Institute who also served as 
senior project advisors, the study provides a 
wealth of information on the state of child care 
in the United States. This study has been pub­
lished for CED by Scholastic Inc. 

ACKNOWLEDGMENTS 

We believe this report contains both good 
policy and good common sense. It is also a 
statement that comes from the deep personal 
commitment of the CED trustees and the 
advisors who served on this subcommittee. 
Key to the success of this project has been the 
steadfast leadership of Robert E. Campbell, 
vice chairman of Johnson & Johnson. Bob's 
humanity, vision, and personal commitment 
to a better start for all children were this 
project's driving force. 

I would like to draw special attention to the 
contribution of this study's project director, 
Sandra Kessler Hamburg, CED's vice president 
and director of education. Sandy's breadth of 
knowledge, her experience in children's and 
education issues, and her ability to bring 
together disparate perspectives have enriched 
this project immeasurably. 
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tion, lack of English-language skills, and fam­
ily and communitv breakdown. Successful de­
velopment depends on the quality of a child's 
early experiences, whether these occur while 
the child is in the care of a parent or someone 
else. Poor-quality care can hamper what and 
how well children learn, their readiness for 
formal schooling, and their future success in 
school, at work, and as citizens. Al l forms of 
child care, including parental care, should 
meet the developmental needs of children. 

HELPING PARENTS WORK 
Parents use child care for many reasons. 

Many parents, whether or not they work, fre­
quently use child care to provide their chil­
dren with greater educational experiences and 
opportunities for socialization. Child care may 
also be used to give a stay-at-home parent 
either occasional or regular time off from the 
intensive work of child rearing. Parents who 
are in school also often need to use child care. 
But the most frequent reason child care is 
needed is the increased employment of moth­
ers in both married-couple and single-parent 
households. 

Despite the importance of good-quality care 
for young children, child care that provides a 
high-quality developmental environment is of 
little use to parents if they cannot afford it, if 
the hours do not correspond to their working 
day, if it is not convenient to either home or 
workplace, or if it is not reliable. The inability 
to find child care that meets these criteria and 
is of sufficient quality can seriously affect par­
ents' peace of mind and, consequently, their 
performance on the job or their ability to go to 
work at all. When families can successfully 
meet their child care needs, both business and 
society benefit through a more productive 
work force today and a better prepared one 
tomorrow. Child care should be designed to 
meet the work-related needs of parents as 
well as the developmental and educational 
needs of children. 

For many parents, the choice between 
employment and staying home to care for their 
children is difficult. Such a decision entails a 

careful balancing of the benefits and costs of 
employment, both of which can be consider­
able. For many mothers, the potential benefits 
of working are substantial. Many single par­
ents, especially mothers who do not receive 
child support, earn the only income the family 
receives. 

Although the monetary rewards of maternal 
employment are not as great for married-
couple families as for single mothers, moving 
from one to two incomes per family was the 
principal reason that family incomes (adjusted 
for family type and inflation) rose at all during 
the 1970s and 1980s, when earnings on average 
were stagnant.4 Research has shown that 
two-earner families have a higher rate of saving5 

and homeownership than single-earner families 
with equivalent incomes.6 Other advantages of 
dual incomes include greater economic stability 
and a buffer against hardships such as unem­
ployment, illness, death, or divorce/ Employment 
may also bring fringe benefits such as pensions 
and health insurance, as well as psychological 
and professional rewards that go beyond mon­
etary compensation. 

The decision to work, however, entails the 
weighing of these benefits against substantial 
employment-related expenses. After food, 
housing, and taxes, child care represents the 
largest single expense for working parents at 
all income levels,8 although additional costs 
accrue in such items as transportation and 
clothing. But even with these higher work-
related expenses, on average the income 
advantage of dual-earner over single-earner 
families is still considerable, particularly for 
low-income families.9 In this context, however, 
it is ironic that many families attempting 
to move off the welfare rolls into self-
sufficiency often find working to be too costly. 
For example, by engaging in paid work, par­
ents who formerly received assistance under 
Aid to Families with Dependent Children 
(AFDC) face losing substantial health, child 
care, and other social service benefits; thus, 
the cost of working increases in real terms.10 

Not all costs of working are economic, how­
ever; some are psychic. Parents who work 
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the Work Force More Productive, 
i's interest in improving child care has 

i along with its concern for the quality of 
> curnnt and future work force. Business is 

ftcfc^; long-term changes in its pool of labor 
shortages in many skill areas. Overall, the 

trar i force is becoming older, more ethnically 
m d racially diverse, and more female. Women 
turmttlv account for 45 percent of the labor 

, up dramatically from just under 30 per-
tn 1950. By the year 2000, women are 

ctfNCtcd to make up 47 percent of all workers, 
•nd the Bureau of Labor Statistics (BLS) 
expects the labor participation rate of women 
to exceed 81 percent. Between 1988 and 2000, 
fee BLS projects that women will account for 
62 percent of the net growth in the work force.12 

l h » majority of the women currently in the 
forte are in their childbearing years, 

and most will have children during their 

Increasingly, business must go beyond tra-
bonal employment practices to reach out 

jfi&Uvely to a more diverse labor pool. Those 

companies that have taken steps to address 
the child care needs of their work force report 
that they have improved their ability to attract 
and retain high-quality personnel, thereby 
enhancing their current work force and their 
competitiveness. Many businesses also find 
that helping parents meet their child care needs 
can potentially reduce absenteeism and 
employee turnover.14 The 1990 National Child 
Care Survey (NCCS) found that 15 percent of 
the mothers in its sample who worked outside 
the home reported losing some time from work 
(including arriving late, leaving early, or hav­
ing to take a full day off) during the previous 
month because of a failure in their regular 
child care arrangement.15 Studies have found 
that employee turnover produces disruption 
and inefficiency in the work environment and 
that the cost of replacing employees is high. 
For example, Merck & Co., Inc., found that it 
costs about 1.5 times annual salary to replace a 
manager and about 75 percent of salary to 
replace a clerical or technical employee. It also 
found that it may take considerable time to fi l l 
a vacant position and an average of 12.5 months 
for a new emplovee to become adjusted to the 
job.1 6 

Many parents, who otherwise would be 
preoccupied with family problems, can be 
more effective on the job if they have access to 
good care for their children. Many companies 
find that child care and other programs which 
help employees more effectively balance work 
and family responsibilities help to raise 
morale throughout the company, even among 
employees who do not have children.17 

Numerous corporations now have consid­
erable experience in creating a variety of 
options to help parents obtain good-quality 
care for their children. This experience pro­
vides an important base of knowledge for both 
the private and the public sectors in develop­
ing a more coherent approach to child care 
policy (see Chapter 5). 

Reducing Dependency. In addition to pro­
viding assistance to parents who are currently 
working, policy makers have recognized that 



child care can help reduce welfare dependency 
by making it increasingly possible for parents 
to enter or stay in the paid labor force. The 
Family Support Act (FSA) of 1988 set in 
motion radical changes in welfare policy by 
requiring a substantial number of AFDC 
recipients to either work or go to school in 
order to continue receiving benefits. In pass­
ing this act, Congress recognized that although 
families should be self-supporting, most wel­
fare recipients who are parents of young chil­
dren will not be able to work, participate in 
training, or continue their education unless 
they are able to find affordable child care. 

Building Social Capital. Until fairly recently, 
five or six was considered the age at which 
children were mature enough for formal 
schooling. It was assumed that younger chil­
dren would receive the necessary nurturing in 
social and language skills from an intact, mul-
tigenerational family in which at least one par­
ent, almost always the mother, stayed at home. 
Few American families fit this description 
today. 

These profound societal shifts have resulted 
in a reduction of what University of Chicago 
sociologist James Coleman calls the "social 
capital" available to children.1 8 He defines 
"social capital" as "the strength of social rela­
tions that make available to the person the 
resources of others." Like human capital and 
financial capital, social capital is important for 
children's educational achievement. Social 
capital plays a critical role in children's learn­
ing, particularly in communicating values and 
standards of behavior and by providing chil­
dren with adult attention and involvement, 
both in the family and in the community. Fami­
lies have always relied on assistance from rela­
tives, friends, and neighbors; but with the 
increased labor force participation of women 
and greater population mobility, these tradi­
tional sources of family support are in shorter 
supply today. For example, data from the 
NCCS show that between 1965 and 1990, there 
was a sharp drop in care provided by relatives 
from 33 to 19 percent. At the same time, care 

bv unrelated adults increased from 37 to 51 
percent, and the use of center-based care grew 
dramatically from 6 percent to 28 percent.19 

Increases in dysfunctional families, chaotic 
communities, single-parent families, and fami­
lies in which both parents work have reduced 
the connections among families, communities, 
schools, and children, limiting the amount of 
social capital children can draw upon and, in 
combination with a number of other factors, 
contributing to a decline in educational 
achievement overall.20 

A good-quality child care setting can bol­
ster the social capital of families by providing 
a stable environment for children that 
addresses their developmental and educational 
needs and makes parents feel more secure 
about the care their children are receiving. Fur­
thermore, child care often links families to other 
beneficial services from which they might oth­
erwise have been isolated. Society as a whole 
benefits when its youngest children have the 
proper health care, early education, and nur­
turing that will better prepare them for later 
learning and for life. 

Supporting Families. Ensuring the readiness 
of young children for school and for life 
requires a full-fledged partnership among 
families, the community, private-sector insti­
tutions (including business and foundations), 
and the government. Although our American 
traditions celebrate the power of the individual, 
we believe that it is the family that provides 
the foundations upon which our communities 
are built. Today, those foundations are shaky 

Families of all types need greater societal 
support to raise their children in today's more 
complex world. But rather than seeking way^ 
to strengthen all families, many of our publii 
policies have been built on a "deficit model' 
which insists that families first be in troubl 
before they can receive help.21 Too strong ai 
adherence to this approach may undermin< 
the very families we need to strengthen. Fami 
lies of all types need a variety of communit} 
based supports to enable them to do the: 
primary job of raising their children. 
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Not all families will need the same level of 
support- M a n y families do have access to good 
support networks among their relatives, 
friends, and neighbors. But others, such as 
those headed by young parents, the poor, and 
many single parents, may need greater access 
to support services that help improve their 
parenting skills and attain or maintain a greater 
degree of self-sufficiency. All families, even 
the strongest, may at times confront special 
situations and could benefit from greater 
access to a variety of family support programs 
that both provide direct services and help con­
nect families to other community-based 
resources. Unfortunately, most programs and 
resources for assisting families are generally 
fragmented and uncoordinated and are often 
inflexible. Many families under stress have a 
hard time locating and gaining access to the 
social and health services they need. To 
improve this situation, we call for more 
effective integration of social and health ser­
vices at the community level to provide fami­
lies with easier access to the services they 
may need. 

THE CURRENT CHILD CARE 
SITUATION 

WHAT MODERN FAMILIES LOOK LIKE 
For most of this century, the typical family 

was thought to be one in which the mother 
stayed at home to care for the children while 
the father worked outside the home. Now, 
this is hardly the case. In just the fifteen years 
between 1976 and 1991, the percentage of mar­
ried couples with children under six in which 
the father worked and the mother was a home-
maker dropped from 55 percent to 34 percent. 
As a percentage of all families with children 
under six, such "traditional" families are now 
just 27 percent, down from 47 percent in 1976.22 

In the past few decades, dramatic demo­
graphic and societal changes have combined 
to make the traditional model for children's 
early care less and less common: 

• Between 1960 and 1989, the percentage of 
married women in the labor force with 
children under the age of six jumped from 
18.6 to 58.4 percent.23 

• In 1992, 52 percent of mothers with chil­
dren younger than one year old were in the 
labor force.24 

• Only 71 percent of children now live in a 
home headed by a married couple. In 61 
percent of married-couple families with 
children under the age of thirteen, both 
parents work.2 5 

• In 1990, one out of every five children lived 
in a single-parent family. One of every ten 
children lived in a household headed by 
someone other than their own parent, most 
often a grandmother.26 

• Women are the head of household in 96 
percent of single-parent families. Half of 
the children in single-mother families are 
poor, as are almost a quarter in single-father 
families, even though nearly 70 percent of 
children in single-parent families have a 
working parent.27 

• Although divorce is still responsible for a 
majority of single-parent homes, more and 
more children are being born out of wed­
lock. More than one-quarter of all births in 
1990 were to nonmarried mothers, com­
pared with only 4 percent in I950.28 

• Seventy percent of children in poverty have 
parents who work for either all or part of 
their income. Over 2 million of these chil­
dren (40 percent) have parents who work 
and do not receive any public assistance. 
Surprisingly, fewer than one-third have 
families whose only source of reported 
income is public assistance.29 

These trends mean that a higher percent­
age of all parents are in the work force than 
ever before and must depend on some form of 
child care for their youngest children. A 
three-year-old in full-time child care may be 
spending half of his or her waking hours in 
the care of adults other than his or her parents. 



School-age children also need special care 
arrangements to accommodate the hours 
beyond the school day, in both the morning 
and the afternoon, that correspond to their 
parents' workday. 

SHARING RESPONSIBILITY FOR 
YOUNG CHILDREN 

In the United States, we have long main­
tained that the cost of elementary and second­
ary education should be assumed by the entire 
community, through all taxpayers, not just 
parents. This view is based on the conviction 
that education is an investment which pro­
duces a literate and skilled population, bring­
ing substantial returns to the entire nation, not 
just the children who are educated and their 
families. Although the individuals and their 
families certainly benefit by the greater life­
time earnings that higher levels of education 
usually confer, society also benefits when its 
education system produces citizens capable of 
exercising their civic duties, participating pro-
ductivelv in the economy, and fulfilling their 
adult responsibilities. 

There is a great deal more public ambiva­
lence over the issue of responsibility for the 
care and education of voung children before 
they enter public school. We believe that par­
ents rightfully have the primary responsibility 
for meeting the developmental and educational 
needs of children from birth to school age. 
Unfortunately, not all parents have either the 
skills or the resources to provide adequate nur­
turing. And many parents who must work or 
complete their education feel that they do not 
have enough time with their children. 

A DIVERSE SYSTEM TO MEET 
DIVERSE NEEDS 

Child care in America is best characterized 
by its diversity. Children are being cared for in 
a wide variety of settings: 

• In their own homes by parents, other rela­
tives, or paid help. 

• In the homes of relatives or neighbors. 

• In small family child care homes in which a 

neighborhood woman may care for up to 6 
children. 

• In child care centers that mav be small, 
with several dozen children, or may enroll 
in excess of 100. Child care centers may be 
nonprofit or profit-making and may be 
independent, part of a chain or network, 
affiliated with a public school system or 
religious institution, or maintained by a 
business for the benefit of its employees. 

We believe that the diversity of our society 
and the differing needs of children and par­
ents argue against a uniform system of care. 
Families from different ethnic, racial, and 
religious backgrounds may have special pref­
erences for their children's care and early edu­
cation. Children have special needs as well. 
Poor children or those otherwise at risk educa­
tionally may need programs that combine com­
prehensive health and educational services 
whereas most nonpoor children from intact 
two-parent families and many single-parenr 
families may not need more from child cart 
than a nurturing and educational environment 

Although we believe that the needs of chil 
dren from low-income families and those wfu 
have other disadvantages should be targetec 
first by federal policy, in many communitie 
this has led to a highly stratified care systen 
that reduces rather than enhances diversity 
Policies should try to avoid exacerbating exist 
ing racial, cultural, and income segregation c 
children. We believe that such segregatio 
teaches the wrong lessons about separation t 
children at a very young and vulnerable af 
and that it is good for children to be expose 
to others from a wide spectrum of cultun 
and family backgrounds. Nevertheless, v 
recognize that there are many practical co 
siderations, such as the neighborhood-bast 
nature of most child care centers and fami 
child care homes, that make it difficult to su 
stantially integrate many child care facilitit 
A system that is responsive to community ai 
family needs should try to encourage divt 
sity within programs. Nevertheless, buildi 
such a system inevitably wil l entail trade-o 
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among needs, benefits, and costs of different 
are arrangements and how these costs should 

t,'e shared among key constituencies. 
Some good models for more effective 

delivery of child care services already exist 
(several are described in detail in Chapter 5). 
However, because the needs, resources, and 
character of different communities may vary 
substantially, we believe that more experimen­
tation will be necessary to find alternative mod­
els that work best in particular localities. We 
believe that the most workable delivery sys­
tems should be adapted to local needs 
through substantive public-private partner­
ships that include resources from those who 
have a stake in improved child care: govern­
ment, employers, parents, educators, and 
members of the community. In many com­
munities, business, which has gained experi­
ence in addressing the child care needs of 
employees and others in the community, can 
take an important leadership role in develop­
ing and sustaining these partnerships. 

DIFFICULT CHOICES AHEAD: 
HOW MUCH? FOR WHOM? 
WHO PAYS? 

The preceding discussion identifies an im­
pressive list of gains that might be achieved by 
a well-functioning child care system. We would 
like child care to enhance the well-being of 
children and working parents, raise the pro­
ductivity of the work force, and promote 
social objectives such as building social capital 
and reducing welfare dependency. Yet, high-
quality child care is expensive, and the scarce 
resources it requires must be taken largely from 
other private or public uses. As always in the 
real world, trade-offs between objectives 
become necessary, and achieving objectives in 
the most efficient manner is essential. 

Our society has always depended on fami­
lies to put large resources into the care and 
education of children, but these child-raising 
activities of the traditional stay-at-home par­
ent or indeed of employed parents, like other 
household production, are not included in the 

official GDP statistics. However, the value of 
this economic activity is extremely large. The 
total value of all unpaid household work is 
approximately one-third of conventionally 
measured GDP; that devoted specifically to 
the care and education of children might be 
put at roughly 2 to 4 percent of GDP, on the 
order of $120 to $240 billion annually.30 Fur­
thermore, the value of this economic activity 
may be highest in its least tangible product: 
the social capital required for society to func­
tion peaceably and productively. But in our 
new "nontraditional" world of changing pref­
erences and more equality and employment 
opportunities for women, how should the care 
and raising of children best be accomplished? 

The central element of the problem is 
defined by the observation that "a major 
impediment to increasing the supply of qual­
ity child care is the real cost of providing such 
care. Child-care fees that seem high to the par­
ents who purchase care are very low from the 
perspective of child-care providers. More 
importantly, they are substantially below the 
full cost of providing high-quality care." 3 1 

In a pure market system, when a service 
costs more than consumers are willing or able 
to pay, it is not produced. By this analysis, if 
child care costs more than a woman's net earn­
ings and other rewards from employment, the 
woman's economic value is greatest in the 
home. This pure market analysis, however, 
ignores two major factors. 

First, it ignores imperfections in the child 
care market itself that distort market effects, 
such as poor information and the high trans­
action costs for families reflected in the diffi­
culty many have in changing providers. An 
important example is the failure of the private 
market to finance investments in child care 
and the associated employment, education, and 
training that provide long-term economic ben­
efits to children and their mothers. An 
investment in skills for a relatively unskilled 
mother mav enable her to earn future income 
that will more than cover the immediate costs 
of child care, both to her and to society. Simi­
larly, continuity of employment, which child 



care makes possible, raises the lifetime earn­
ings of women by aiding their career advance­
ment. And for children from low-income 
families, having a mother in the work force 
may actually have a positive impact on later 
educational performance. A recent study by 
researchers at the University of Wisconsin, 
Madison, and the University of Texas found 
that for children from low-income, single-
mother families, maternal employment dur­
ing infancy and the toddler years actually 
enhances intellectual development in elemen­
tary school by providing a more stimulating 
developmental environment.12 

Second, the pure market analysis ignores 
the possibility of significant "external benefits" 
from child care — benefits that accrue to soci­
ety at large rather than to consumers and pro­
viders. This raises important questions. Does 
the market, which largely represents the 
direct interests of child care consumers and 
providers, therefore produce too little child 
care? Is there a strong public interest in child 
care, providing the rationale for public inter­
vention through tax, spending, or regulatory 
policies? And, in particular, is there a public 
interest in providing subsidies in some cases 
to bring affordability into line with costs? 

We believe there clearly is such a public 
interest for many of the reasons discussed ear­
lier in this chapter. First, while most parents 
undoubtedly want to "do the best for their 
children," there are additional economic and 
social benefits to the nation from developing 
its children into productive workers and citi­
zens, especially when the alternatives involve 
the costs of social disintegration and crime, 
physical decay, and heavier tax burdens for 
social services. 

Second, these elements of public interest 
have additional force in the case of poor chil­
dren, both because the costs to society of 
neglecting their development are likely to be 
higher than for middle-class children and 
because the American commitment to equal 
opportunity implies some societal obligation 
to children whose families cannot or do not 
provide opportunities for them. 

Third, in the Family Support Act of 1988, 
our society has strongly affirmed the social 
value of work, apart from its economic value, 
as a means of reducing welfare dependency. 
This political decision entails a social and 
financial commitment to child care that can 
make such work possible. 

The growth of federal and state child care 
programs and tax relief policies demonstrates 
that to a certain extent policy makers already 
recognize society's interest. At the same time, 
a continuing ambivalence about child care is 
reflected in the fragmented and uncoordinated 
way that policy is developed and programs 
are funded, governed, and regulated. Our pub­
lic policies have tended to emphasize child 
care as an individual consumer good and to 
neglect its function as a public investment that 
benefits society at large. We believe that soci­
ety has a strong interest in helping families 
to ensure that the care their children receive 
before they enter school enhances their intel­
lectual, physical, social, and emotional 
development, whether this is care at home or 
in a child care setting. 

Unfortunately, listing the benefits of child 
care and establishing a public interest in them 
do not answer the hard questions. Even if more 
scarce resources should be allocated to child 
care, how many more? How can they be most 
effectively employed? And, always most dif­
ficult, to whom should they go, and who will 
pay? 

Although we have not always been able to 
provide specific answers to these questions in 
the analysis and recommendations that fol­
low, we have tried to remain mindful of the 
difficult choices our recommendations entail. 
We recognize, for example, that the "correct" 
outcomes for different families will depend 
very much on their own preferences, abilities, 
and circumstances. We note that sometimes 
public policy should encourage alternatives to 
child care. For some families, depending on 
parental preferences and earning capacity, 
maternal care may be more appropriate than 
employment supported by heavily subsidized 
child care, although we must keep in mind the 
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This policy statement addresses a broad set 
<4 issues that must inform both public and 
"private decisions on child care. Specifically, it 
Amines the respective roles and responsi­
bilities of business, government, communities, 
and parents in developing a true public-private 
partnership to meet the nation's growing child 
care needs. The statement looks at three criti­
cal and interrelated issues: 

• The quality of care that is sufficient to 
address the developmental needs of 
children 

• The availability of decent-quality care 

• The affordability of such care for parents 
and society 

Chapter 1 examines the connection between 
child care and education and how child care 
affects different sectors in society, and it pro-
vides a summary of the statement's key rec­
ommendations. Chapter 2 looks at the quality 
of child care: how it is defined, how it affects 
development, and its availability. Chapter 3 
examines the economics of child care: how 
much it costs, how much parents pay, and the 
various government subsidies that help to 
make it more affordable for parents. Chapter 4 
looks at strategies for improving the quality of 
care available to children and families. Chap­
ter 5 explores the variety of approaches being 
used by business to address the child care 

. needs of employees as well as several alterna­
tive approaches to delivering child care more 

j effectively at the community level. 

SETTING PRIORITIES FOR THE CHILD 
CARE SYSTEM 

Any effort to improve the overall quality of 
the child care system will have to confront the 
reality that delivering higher-quality care to 
more children inevitably means higher costs. 
Unfortunately, it is difficult to determine with 
certainty how much it might cost to carry out 
much of the broad agenda we outline in this 
policy statement and what the specific out­
comes will be for the healthier development of 
children. There are substantial disagreements 
over the potential trade-offs between costs and 
benefits in various areas. For example, a num­
ber of studies indicate that a comprehensive 
and sustained approach to early childhood care 
and education has substantial benefits for the 
long-term educational success of disadvan­
taged children.33 The data on the long-term 
benefits of high-quality child care for non-
disadvantaged children are considerably less 
conclusive. Numerous studies on child care 
quality indicate that group size, staff-to-child 
ratio, and caregiver training and compensa­
tion have an impact on children in center-based 
care, but there is little certainty about the pre­
cise levels of program resources needed to 
assure children's proper development. 

The lack of hard data on what constitutes 
sufficient care quality for most children com­
plicates efforts to estimate what good care 
should cost. Current estimates for good-quality 
center-based care for three- to five-year-olds 
vary widely, ranging from $4,900 per year to 
$8,300, depending on the level of staff com­
pensation, which is one of the key parameters 
for improving quality. Other factors that com­
plicate efforts to accurately assess costs are the 
considerably higher cost of infant and toddler 
care and substantial regional cost variations. It 
is therefore difficult to know with any cer­
tainty how much it would cost to provide 
higher-quality care to all children currently in 
child care centers, much less to the additional 
children whose mothers might enter the work 
force if affordable quality care were more avail­
able. 



A number of recent national studies under­
score the problems of the child care system. 
Nevertheless, a major barrier to developing 
practical solutions is the lack of hard data on 
such critical issues as how many children are 
now receiving inadequate services, how many 
more children mav need to be served in the 
future, the extent to which stronger regula­
tions may affect the supplv and cost of care, 
how much providing additional quality would 
cost, and which trade-offs are most acceptable 
among the program characteristics that affect 
quality. We recommend that the federal gov­
ernment, foundations, universities, and 
research institutions give data collection and 
cost-benefit analysis of child care a very high 
priority. 

Despite the obvious lack of sufficient data, 
improving child care and early childhood edu­
cation will clearly continue to be a critical 
issue. We believe there are kev problem areas 
within child care that deserve attention from 
policy makers in the near term. CED recog­
nizes that the nation and its communities cur­
rently lack the resources — either financial or 
human — to tackle all these problems simulta­
neously or, indeed, quickly. Some of the qual­
ity improvements we recommend would 
require greater funding, but others require 
almost no additional outlays. The key ques­
tion is whether higher costs in some areas will 
be justified by the benefits that higher-quality 
care will bring to the development and educa­
tion of children, to their parents, and ultimately, 
to the education system, to business, and to 
society. We believe that in the long term, a 
greater investment in improved education 
and care of young children will be justified 
but that the reality of limited resources in the 
near future demands that we carefully estab­
lish priorities based on the projected 
benefits and costs of different child care poli­
cies. 

Building a child care system that does a 
better job of serving both the short-term and 
the long-term interests of children, parents, 
business, education, and society will require 
more coherent and comprehensive programs 

10 

and policies. We believe that the recommen­
dations discussed in the sections that follow 
should receive the highest priority and be 
addressed as soon as feasible. 

HELPING LOW-INCOME FAMILIES 
We urge the federal government to give 

its highest priority to meeting the child care 
needs of low-income children and families. 
Low-income disadvantaged children are the 
most in need of care that meets their develop­
mental and educational needs but are the least 
likely to get it. At the same time, society has an 
enormous stake in helping low-income par­
ents enter and remain in the work force so that 
their families can become self-sufficient. A com­
bination of strategies will be necessary to bet­
ter meet the child care needs of low-income 
children and their families. 

• Federal child care subsidies should be dis­
tributed more equitably to provide a 
greater proportion of financial assistance 
to lower-income, rather than higher-
income, families.* This means making the 
dependent care tax credit (DCTC) refund­
able so that low-income families are eli­
gible for the maximum benefit even if they 
do not have a tax liability. 

• Federal child care subsidies should be 
adjusted to provide proportionately more 
funds directly to programs. Such supply-
side subsidies have been shown to have a 
greater impact on improving child care 
quality in centers that serve low-income 
children than consumer subsidies such as 
the DCTC. We also encourage the use of a 
blended strategy of direct provider subsi­
dies and vouchers to parents to help 
encourage both improved child care qual­
ity and greater choice in selecting a pro­
gram for their child. 

• The access of low-income working par­
ents to full-day high-quality child care 
should be improved by expanding Head 
Start to include more full-day programs 
and by coordinating Head Start with the 

*See memorandum by OWEN B. BUTLER (page 68). 
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Family Support Act child care programs. 
Restructuring is needed at the federal and 
state levels to coordinate the various pro­
grams created to provide care and educa­
tion for low-income children (such as Head 
Start, FSA-approved child care, and other 
community-based child care services). This 
will allow families to gain greater access to 
the comprehensive, full-day care their chil­
dren need. In particular, it should be pos­
sible for these programs to combine federal 
and state funding sources more easily so 
that more Head Start and other preschool 
programs would be able to provide full-day 
care at a single site. 

• More attention should be paid to the qual­
ity of Head Start programs to ensure that 
children receive the developmental ben­
efits the program was designed to deliver. 
We support continued progress toward the 
tull-funding targets established by Congress 
when Head Start was reauthorized in 1990, 
but we believe that expanding enrollment 
should not be accomplished at the expense 
of program quality. We urge that a portion 
of any new Head Start funds should be 
earmarked to improve quality and salaries 
and provide more full-day services. 

• Disadvantaged preschoolers should have 
access to sustained intervention efforts 
through more follow-through programs in 
elementary schools. The new Head Start 
Transition Project, which is the first 
follow-up program to provide the full range 
of Head Start services through the third 
grade, is a good beginning. 

IMPROVING STAFF COMPENSATION 
AND TRAINING 

We urge upgrading the compensation and 
training of child care staff in order to 
improve the general quality of care. The qual­
ity of the relationship between the child and 
the caregiver is the most important determi­
nant of how well a child thrives in child care. 
Appropriate training of caregivers has a posi­
tive effect on that relationship. The very low 

level of child care wages (an average of $11,500 
for preschool teachers in child care centers34), 
on the other hand, results in high turnover, 
compromising thechild-caregiver relationship 
and reducing the reliability of services for par­
ents. 

IMPROVING FAMILY CHILD CARE 
HOMES 

Improving the quality of family child care 
homes should have a high pr ior i ty . 
We recommend the use of a variety of 
community-based strategies for upgrading 
this important form of child care, including 
the expansion and improvement of resource 
and referral agencies and the development 
of networks of family care homes, which can 
offer providers greater access to a variety of 
educational resources, training opportunities, 
and professional interaction. About 4 million 
children, or half of all children in out-of-home 
care, are in family child care homes. This is 
where infants and toddlers are more likely to 
be. "Family care is generally more affordable 
than center-based care. However, more than 
three-quarters of family child care homes are 
unlicensed and unregulated. As a result, little 
is known about their quality. There are a 
number of low-cost ways to upgrade family 
child care homes, including establishing 
community-based networks that enable fam­
ily care providers to have professional contact 
with others in their field, provide access to a 
variety of educational resources, and provide 
information on available financial assistance. 
Mobile resource services can bring training 
and educational resources directly to partici­
pating family providers, and additional 
training opportunities can be offered at local 
colleges or other community-based institutions. 

IMPROVING CARE FOR INFANTS 
AND TODDLERS 

We recommend placing a high priority on 
developing more effective strategies for 
addressing the special child care needs of 
infants and toddlers. Infant and toddler care, 
particularly for children under the age of one. 
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is the area of fastest demand growth. It is also 
the most expensive, often costing one-third 
more than child care for older preschoolers. 
Therefore, much of the need is going unmet, 
and much of the quality of existing infant care 
is less than adequate. Unfortunately, the high 
cost of good-quality infant care means that 
there are no easy solutions for closing the gap. 

Among other provisions, the 1993 Family 
and Medical Leave Act recently passed into 
law mandates that companies with more than 
fifty employees provide twelve weeks of 
unpaid parental leave for the birth or adop­
tion of a child. Although we support the prin­
ciple of parental leave, we do not believe that 
these mandates should be extended to smaller 
businesses. We believe that smaller businesses 
need flexibility in addressing personnel issues 
if they are to be competitive and that the costs 
of rigid leave policies to small businesses are 
not adequately understood. In lieu of extend­
ing mandates, we would favor tax-based 
incentives to companies to encourage them to 
provide leave to parents following the birth or 
adoption of an infant. A combination of more 
widespread availability of parental leave poli­
cies and greater flexibility in job scheduling 
for new parents would help to alleviate some 
of the need for out-of-home infant care. Unfor­
tunately, many parents cannot afford to take 
an unpaid leave even if that option were more 
available. Given the growing demand for qual­
ity infant care services and the high cost of 
those services, a concerted effort is needed by 
government, business, and community lead­
ers to identify strategies for expanding the 
supply of affordable, qualified providers. 

IMPROVING INFORMATION FOR 
FAMILIES 

We strongly recommend improving the 
access of all parents to better information 
and assistance in finding quality child care. 
Parents need better information on which to 
base their child care choices, help in locating 
good-quality programs in their community, 
and help in gaining access to available finan­
cial assistance. These goals can be accom­

plished through public education programs 
and improved community-based resource and 
referral agencies. 

IMPROVING CHILD CARE STANDARDS 
We urge states and localities to develop 

standards for child care that promote the 
health and safety of children and support 
improved child care quality but that are not 
intrusive and do not place an unreasonable 
burden of compliance on child care 
providers. Because children cannot protect 
themselves and parents cannot always moni­
tor what is happening to their children when 
they are away from home, we believe there is 
an overriding public stake in protecting the 
health and safety of young children in 
out-of-home care. However, we believe the 
states and localities are in the best position to 
adopt reasonable health, safety, and quality 
standards that do not place an undue burden 
on providers at the local level. We encourage 
states to develop performance standards that 
reflect current professional knowledge of the 
characteristics that promote positive outcomes 
for young children in out-of-home care but 
that allow providers flexibility in meeting the 
standards. We also believe federal funding foi 
programs for low-income children should be 
contingent on compliance with state stand­
ards. 

Building a coherent system of child care 
wil l require a sustained partnership among al 
those who stand to benefit: parents, educators 
employers, and the larger community. Federa 
and state policy makers need to take the lea( 
in addressing the issue of affordability for low 
and moderate-income parents and in helpin 
to create an infrastructure for child care se: 
vices on which communities can build. At th 
same time, business has an overriding intere 
in this issue, and it should continue to provic 
leadership both locally and nationally by for; 
ing partnerships and helping to develop wor: 
able strategies for meeting the early care ar 
education needs of children and families. 

12 
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Chapter 2 

IDENTIFYING QUALITY 
CHILDCARE 

r, we believe the 
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By focusing the first of the nation's six edu­
cation goals on school readiness, the President 
and the nation's governors acknowledged that 
tar too many children reach school age with-

n protecting the! out the skills to succeed in formal education, 
ne children in ' But ensuring a child's readiness for school is 

n o simple task. The report of the National Task 
Force on School Readiness notes that readi­
ness involves a complex set of factors that 
include far more than academic knowledge 
and skills; more important are children's physi-

ice standards that! cal health, self-confidence, and social compe-
knowledge of the fence.1 

positive outcomes Although it may be difficult to quantify 
-of-home care buti exactly what determines a child's readiness 
lity in meeting the) for school, one thing can be said with cer-
rederal funding for tainty: Children do not wait until formal 
-hildren should be] schooling to begin to learn. Learning is a life-
with state stand-! long process that starts at birth, and many of 

the preconditions for brain development and 
• physical health are set before birth. 

In the first few years of life, children are 
stem of child cam learning about themselves and the world 
rtnership among all around them through their interactions with 
parents, educators,, the environment and the adults and other chil-
ommunity- Federal dren in their lives. What children learn and 
eed to take the lead how well they learn it depend on the ability of 
Affordability for low- parents and other caregivers to provide the 
rents and in helping nurturing, emotional stability, and intellectual 
e for child care ser* stimulation children need to continue on a 
ties can build. At th< healthy course of development, 
n overriding interest With so many more children now in full-day 
A continue to providi nonparental care, a growing proportion of early 
id nationally by forgkhildhood education is taking place in a vari-
nne to develop workjety of settings, not just in traditional part-day 
ig the early care antrursery schools and preschools or at home, 
ren and families. Therefore, it is essential to focus on the quality 

of the child care programs in which children 
are spending so much of their time. This is 
particularly important for the 25 to 40 percent 
of young children who enter school educa­
tionally disadvantaged by poverty, family 
problems, abuse, neglect, race, or limited pro­
ficiency in English.2 

In their first five years, all children need the 
kind of care that helps them develop effective 
language and other intellectual skills, social 
skills, and the ability to continue to learn. These 
are the factors that will put them on the road 
to s'uccess in school and in later life. This is 
true whether children are being cared for by 
their parents, by other relatives, or in other 
formal or informal arrangements. 

DEFINING CHILD CARE QUALITY 

Quality in child care is determined by the 
set of interdependent characteristics that will 
produce the positive outcomes for young chil­
dren that will make them successful in school 
and later life. We define "quality" child care as 
that which provides a nurturing, safe, and 
stimulating environment for children — care 
that promotes the positive development of both 
their minds and their bodies. Although such 
care can take place in any setting, including a 
child's own home, in this policy statement we 
are primarily concerned with the quality of 
out-of-home settings, particularly child care 
centers and family child care homes. 

The most important aspect of quality is the 
relationship between the child and the care 
provider. Ideally, this should be a caring, safe, 
and stable relationship in which the child learns 
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about himself or herself and how to get along 
well with others. Research on the quality of 
child care has tried to identify a set of charac­
teristics that promote a better adult-child rela­
tionship and, as a consequence, more positive 
outcomes for children.1 

However, because of the limitations of the 
research on quality, much of which has been 
conducted on nonrepresentative samples of 
children in the context of very high-quality 
programs, there is no definitive agreement on 
the levels of these characteristics that are 
required to promote optimal child develop­
ment.4 A number of these studies, which are 
often cited for demonstrating the long-term 
benefits of early childhood intervention, such 
as the Perry Preschool Project, have focused 
on highly disadvantaged children. This limits 
their applicability to child care programs for 
middle-class children. 

However, a newer wave of research has 
been examining child care quality and how it 
affects more representative groups of children 
over time in actual community-based pro­
grams. Overall, this research is finding that 
differences in quality as measured by both the 
interactions of children with caregivers and 
the structural characteristics of programs have 
a measurable impact on the development of 
young children.5 Nevertheless, the National 
Research Council (NRC) report on child care 
cautions that this research has yet to yield 
definitive answers to the question of which 
variations in program characteristics produce 
the desired developmental outcomes." 

Despite the limitations of existing research, 
there is a consensus among both academic 
researchers and professional practitioners on 
six criteria that promote better outcomes for 
children in center-based care.7 

• Staff-child ratio: Staff-child ratios that vary 
by age of the children and range from no 
more than 1:4 for infants, 1:3 to 1:6 for tod­
dlers, and 1:7 to 1:10 for preschoolers 

• Group size: Maximum group sizes in cen­
ters that range from 6 to 8 for infants, 6 to 
12 for toddlers, and 16 to 20 for preschoolers 
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• Caregiver qualifications: Caregiver edu­
cation that includes training in child devel­
opment 

• Caregiver stability and continuity: Stabil­
ity and continuity in the relationship 
between caregiver and child, particularly 
in a setting where there are multiple 
caregivers 

• Structure and content of daily activities: 
Activities that are structured but allow flex­
ibility so that children can make choices 

• Space and facilities: Organized and orderly 
space, with well-differentiated areas for dif­
ferent activities and age groups of children; 
in family child care, space that is child-
oriented 

The professional standards developed by 
the National Association for the Education of 
Young Children (NAEYC) to accredit child 
care programs include these structural features 
but go beyond them to focus on the quality of 

"both the verbal and the nonverbal interactions 
between caregiver and child, which are 
strongly associated with children's language 
and cognitive development.8 This accredita­
tion program includes a number of criteria to 
guide the relationships between staff and chil­
dren and staff and parents: the requirements ; 
that staff members interact frequently with 
children; express respect for and affection 
toward children; be available and responsive I 
to children; encourage children to share expe- I 
riences, ideas, and feelings; and listen to them } 
with attention and respect. In addition, NAEYC 
accreditation requires child care centers to wel­
come parents to observe the program, discuss 
policy, make suggestions, and participate in 
the program.9 

IMPACT OF CHILD CARE QUALITY 
ON CHILD DEVELOPMENT 

The quality of the interactions between 
caregiver and child is the strongest predictor 
of children's language and later intellectual 
development. The quality and nature of 
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caregivers' speech are particularly important 
for language development, and research shows 
that children clearly profit from a verbally 
stimulating environment in which adults talk 
frequently with them."1 Children also gain in 
cognitive development when caregivers pro­
vide more individualized attention, manage 
activities in a structured way, and engage in 
more social interaction with the children. , , 

The characteristics of child care settings with 
which research has most closely associated 
these outcomes are group size, staff-to-child 
ratio, caregiver training, and stability of the 
caregiver-child relationship. Beyond the char­
acteristics of child care programs themselves, 
however, it is also worth considering how the 
interaction between family and child care mav 
affect how well children develop. 

Group Size. Research on group size indicates 
that it has a significant effect on children's 
intellectual development. In one study, chil­
dren in smaller groups made greater gains on 
the Preschool Inventory (PSI), an index of 
school readiness.12 Numerous studies have 
found that larger group sizes, in both child 
care centers and family child care homes, pro­
duce fewer positive interactions between 
caregivers and children.13 

Staff-to-Child Ratio. Although the evidence 
on the importance of the staff-to-child ratio for 
the development of preschoolers is mixed, this 
characteristic appears to be very important for 
the development of infants and toddlers.14 An 
individual adult is capable of interacting in a 
sensitive and stimulating way with only a lim­
ited number of children at one time. The ma­
jority of studies on staff ratios indicate that 
when adults have fewer children to care for, 
children's verbal performance improves.15 

Caregiver Training. Training in child 
development was associated in both the 
National Day Care Study (NDCS, 1979) and the 
National Day Care Home Study (NDCHS, 1981) 
with better interactions between caregivers and 
children, particularly for preschoolers. Other 
studies point to the importance of a higher 

level of general education, rather than specific 
training in child development, for yielding 
more positive caregiver interactions, particu­
larly with infants.16 

Caregiver Stability. Multiple changes in child 
care arrangements have been found to have 
negative effects on children, including creat­
ing less secure attachment to the mother and 
lower levels of complexity in play. Stable care 
has been associated with positive longer-term 
development and better school adjustment in 
the first grade.17 Closely connected to the sta­
bility of care and the rate of staff turnover is 
the low level of wages prevalent in the child 
care industry. The 1990 National Child Care Staff­
ing Study (NCCSS) found that staff wages were 
the most important predictor of both overall 
child care quality and rate of caregiver 
turnover.18 

Role of Parents. Parental involvement may be 
another important factor for the success of chil­
dren in child care. We know from research on 
learning that parents who have more educa­
tion tend to have children who do better edu­
cationally and that parents who read to 
their young children and who encourage their 
children to read tend to have children with 
higher literacy skills. A number of successful 
early childhood family literacy programs, 
including Parents as Teachers, the Kenan Trust 
Family Literacy Project, and the Home Instruc­
tion Program for Preschool Youngsters 
(HIPPY), are based on this premise. However, 
the NRC notes that although parental involve­
ment may be an important variable in care 
quality, its implications have not been 
adequately studied.19 

BENEFITS OF EARLY CHILDHOOD 
INTERVENTION FOR 
DISADVANTAGED CHILDREN 

Much of the debate on school readiness has 
centered on the benefits of redressing the edu­
cational and social deficits of disadvantaged 
three- and four-year-olds through participa-
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tion in high-quality preschool. The benefits of 
long-term intervention for their educational 
and social success have been shown to be sig­
nificant for children from low-income and 
welfare-dependent families. Yet, middle- and 
upper-income children, whether or not their 
mothers work outside the home, are much 
more likely to participate in some form of for­
mal preschool education than poor children 
are. Fewer than half of the children from fami­
lies that earn less than $30,000 per year are 
enrolled in preschool, compared with 75 per­
cent of children from families with incomes 
over $75,000 (see Figure I ) . 2 0 

Studies of the long-term benefits of Head 
Start and similar programs have shown that 
these programs gave an immediate boost to 
children's intellectual performance but that 
such gains in IQ and achievement test scores 
can be transitory, fading out by third grade.2' 
However, a recent reevaluation of the effec­
tiveness of Head Start and other preschool 
intervention experiments contends that IQ is a 
poor measure of cognitive ability and that flaws 
in control group assignment and testing pro­
cedures are at least partly responsible for the 
apparent fade-out effect.22 A number of other 
studies have shown sustainable advantages 
from preschool intervention. A Cornell Uni­
versity study of eleven preschool and Head 
Start programs found that after six to thirteen 
years, program participants were less likely 
to repeat a grade or be assigned to special 
education. 

The Perry Preschool Project, the most 
famous of the intervention experiments, found 
substantial cognitive, social, and economic ben­
efits for both the individual participants and 
society.23 The Perry Preschool researchers esti­
mated that every $1.00 invested in the pro­
gram returned between $4.75 and $6.00 over 
the lifetime of the children in terms of lower 
welfare, criminal justice, and remedial educa­
tion costs and the higher earnings and taxes 
paid by project participants. 

The Perry Preschool program, however, was 
highly intensive, and its experimental and con­
trol groups were small, involving only 123 

16 

participants from 57 families. Each of the chil­
dren was substantially below average in IQ, 
and few of the mothers worked. Also, the study 
was conducted at a time before drug and crime 
problems in poor neighborhoods had escalated 
to the level at which they now disrupt the lives 
of children and families. It is therefore ques­
tionable whether the Perry Preschool results 
can be obtained from less comprehensive pro­
grams or from child care for nondisadvantaged 
children. In spite of these qualifications, how­
ever, it is significant that an intensive inter­
vention program such as Perry Preschool can 
have meaningful effects even if it cannot elimi­
nate all the disadvantages of being bom into 
poverty.24 

Sustained intervention seems to be the key 
to lasting results for disadvantaged children. 
At least two recent studies of Head Start-type 
preschool programs indicate that such inter­
ventions need to be begun at an early age and 
maintained through at least the early elemen-
•tary grades for the effects to be sustained.25 

One such study examined the impact of pre­
school on the school readiness of over 4,500 

Figure 1 

Preschool Enrollment by Family Income 

Family Income 
Percent of Three- to Five-

Year-Olds in Preschool £ 

$10,000 or Less 42%; _ 

$10,001 to $20,000 40* 

$20,001 to $30,000 41*! 

$30,001 to $40,000 

$40,001 to $50,000 

$50,001 to $75,000 

More than $75,000 
NOTE: Excludes those enrolled in kindergarten and includes 
those enrolled in nursery schools, prekindergarten programs, 
and Head Start; also includes three- to five-year-olds with 
disabilities. 
SOURCE: National Center for Education Statistics, The Natwm 5' 
Education Goals Report: Building a Nation of Learners (Washing­
ton, D.C: National Education Goals Panel 1992), p. 69. 

t 



ach of the chil-
average in IQ, 
Also, the study 
drug and crime 
is had escalated 
lisrupt the lives 
therefore ques-
reschool results 
prehensive pro-
ndisadvantaged 
lifications, how-
intensive inter-

ry Preschool can 
if it cannot elimi-
being bom into 

-ms to be the key 
mtaged children, 
f Head Start-type 

that such inter-
c an early age and 
the early elemen-
to be sustained.25 

he impact of pre-
\ess of over 4,500 

/ Family Income 

cent of Three- to Five-
Vear-Olds in Preschool 

42"* 

409 

An 

-hildren who were identified as at risk of fail­
ure in first grade. The study found that those 
"hildren who participated in at least three years 
of preschool were as prepared for school as a 
control group of children who were identified 
as not at risk. At the same time, children judged 
to be at risk who received only one or two 
vears of preschool still lagged behind in mea­
sures of school readiness.26 

Another recent study, conducted in several 
Chicago schools by researchers from Loyola 
University, highlights the fact that elementary 
school programs are rarely designed to 
address the comprehensive needs of disad­
vantaged children or to build on the learning 
foundations developed by programs such as 
Head Start. Most preschool intervention pro­
grams have little continuity or follow-through 
once the children enter school. In the Loyola 
study, the researchers found significant 
achievement gains in Head Start children who 
received intensive follow-up in specially 
designed "Child Parent Centers" during their 
elementary school years, although there were 
significant differences in the amount of 
follow-up required by girls and boys. The study 
found that to sustain the achievement gains of 
Head Start, girls need four to six years of 
intensive extra help following Head Start and 
that boys, who are much more susceptible to 
peer pressure, need seven to nine years.27 

WHAT IS THE QUALITY OF 
CHILD CARE GENERALLY? 

Extensive surveys of quality in center-based 
child care, including the NDCS, the NCCSS, 

55*land A Profile of Child Care Settings (PCCS, 1991), 
have found a mixed picture of quality in 

48%* 

center-based care nationally. The NCCSS study 
2^. found that in the decade following the NDCS, 

indergarten and includes :hild care centers tended to be larger, received 
rekindergarten programs, e v v e r government funds, were more likely to 
to five-year-olds with ^ f o r . p r o f i t operations, and cared for a larger 
ation Statistics, The Natiom Jroportion of infants. The NCCSS reported 
ition of Learners (Washing- nore teachers with some college training but 
, Panel, 1992), p. 69. l p W P r with bachelor's or graduate degrees. It 

also found that ratios of children to staff have 
increased but that group sizes have declined. 
The PCCS, on the other hand, found that both 
child-to-staff ratios and group sizes had 
increased. It also found that although the 
majority of directors of center-based programs 
reported that their programs met state reg­
ulations, their average group sizes and 
child-staff ratios approached the top of the 
ranges recommended by early childhood pro­
fessionals. 

The NCCSS found that in the majority of 
the fifty-seven centers it studied, quality was 
barely adequate. Overall, the biggest concern 
was the high turnover rate of the teaching 
staff, which had risen from 15 percent per year 
in 1977 to 41 percent in 1988. The NCCSS found 
that children in centers with lower quality and 
higher staff turnover were less competent in 
language and social development. The study 
also found that the most important predictor 
of staff turnover was wages, with turnover 
twice as high among staff earning $4 or less 
per hour (54 percent) than among those earn­
ing more than $6 per hour (27 percent). (The 
average hourly wage of child care staff was 
$5.35; when adjusted for inflation, this repre­
sents a decrease of more than 20 percent since 
1977.) This suggests, the NCCSS researchers 
note, that "dollars spent on staff wages are 
dollars well spent on creating stable environ­
ments for children." 2 8 

The NCCSS also looked at the differences 
in quality indicators between child care cen­
ters run under different auspices: nonprofits, 
church-related nonprofits, and for-profits, 
both independents and chains. Overall quality 
tends to be highest among nonprofits and low­
est among for-profits, particularly judged by 
staff turnover, staff education, and level of 
developmentally appropriate activities. It also 
found that middle-income children were dis­
proportionately represented in for-profit cen­
ters, whereas both higher- and lower-income 
children were more frequently enrolled in 
higher-quality nonprofit care.29 

Most of the studies on quality have focused 
on center-based care. As many young chil-
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dren, approximately 4 million, are enrolled in 
family child care homes as in centers. Less is 
known about the overall quality of family care 
homes, largely because most are not licensed 
or regulated in any way, and therefore reli­
able data are difficult to obtain. However, at 
least one extensive Canadian study that in­
cluded family care homes found that quality 
was much more variable in family care and 
that this variable quality had a more notice­

able effect on children's language development 
than qualitv differences in center-based care 
did . 3 0 

As we discuss in Chapter 3, the full cost of 
high-quality child care is high, and attempting 
to attain the smallest possible group sizes and 
high staff-child ratios simultaneously with the 
best possible caregiver qualifications and sta­
bility and other indicators of quality may be 
prohibitively expensive for both parents and 

M E E T I N G T H E NEEDS OF C H I L D R E N IN FRANCE 

The experience of France in developing a 
national child care svstem provides an instruc­
tive example of how another industrialized 
nation views the importance of early child­
hood development. The French system is 
based on the belief that every child benefits 
from working and playing cooperatively with 
other children under skilled adult supervision. 
The French point to national census data 
showing that children of any social class have 
a better chance of passing first grade — a criti­
cal indicator of later school success — if they 
have attended preschool. 

Recognizing that most parents cannot 
afford the full cost of quality child care, the 
French government has chosen to subsidize 
the portion that exceeds parents' means. 
Nearly 80 percent of the cost of child care is 
covered by public funds. Free preschools serve 
nearly 90 percent of all three-, four-, and five-
year-olds, and publicly subsidized private 
schools serve the remainder. The total yearly 
cost per pupil for preschool is $2,100, which 
includes basic program costs of teachers' sala­
ries and buildings as well as a "wraparound" 
program that provides care to children before 
and after preschool, at lunchtime, and during 
vacations. Parents pay only $210 to cover the 
cost of the wraparound; the rest is paid for by 
public funding. 

Several types of infant-toddler care are 

available, including centers, family child care 
networks, and independent licensed family 
child care providers. Teachers and other pro­
fessional staff are aggressively recruited and 
receive intensive training. All preschool teach­
ers and directors have training equivalent to 
a master's degree in early childhood and 
elementary education. Directors of infant-
toddler programs are pediatric nurses who 
have professional training in public health, 
child development, and administration. An 
extensive national system of preventive health 
care for mothers and their infants has reduced 
France's infant mortality rate to the world's 
tenth lowest. (By contrast, the United States 
ranks twenty-third.) Systematic links between 
health care services and children's programs 
help ensure that everv child in infant-toddler 
and preschool care receives regular preventive 
health care. 

In 1988, France spent 56.8 billion francs on 
child care and development programs for 
children under the age of six. If this were 
scaled to the size of the U.S. population, the 
expenditure would be equivalent to $34.8 bil­
lion (in 1988 dollars). In that same year, the 
United States spent approximately $16.6 bil­
lion on such programs, including $9.6 billion 
for public kindergartens, $1.5 billion for Head 
Start, and $5.5 billion for other child care-
related programs. 

SOURCE: Gail Richardson and Elizabeth Mam. A Welcome for Every Child: How France Achieves Quality in Child Care (New York: French-
American Foundation. 1989), and Barbara R. Bergmann. "Can We Afford to Save Our Children?: Cost and Structure of Government Programs 
tor Children in the U.S. and France ' (Working papers. Department of Economics, Amencan Universitv, Washington, D C . 1992). 
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different determinants of quality 
^ ^ f o r e become necessary, and different 

jZnce provides an interesting example of 
t ^ t h e r society deals with this problem. 

"^troirelativeW well-compensated child care 

French have decided to trade off larger 
size and higher child-staff ratios for a 

with a high level of education and 
" " ^ l e In French ecoles maternelles, there are 
^ r t l f v twenty-eight children per class with 
"teacher per classroom and one aide who is 
^ f ^ A by every two classrooms. 

^ ^ X R E N T S LOOK FOR IN 
CHILDCARE 

In surveys, parents invariably indicate that 
most important characteristic they want in 

are is quality.31 However, parents tend 
lo use different criteria to judge quality than 
j^fcssionals do.32 Although both parents and 
professionals associate quality with the rela-
Opoship between the child and the care pro­
vider, parents of infants and toddlers are less 
omcemed with licensing or the level of 
mning of caregivers, characteristics that 
professionals value because research has gen-
craDv shown them to be correlated with the 
land of warm, caring relationships that par-
mtt desire.33 For preschoolers, however, par-
«ats usually define quality child care as care 
tfwt has greater educational content and con-
wkr this a top priority.34 

According to focus groups conducted for 
Oiyton Hudson Corporation, parents do not 
**m feel comfortable discussing child care 
quality. This project found that parents tend to 
fcd guilty if they must place their child in a 
Mtting that is only adequate because they can-
•o* afford what professionals tell them is higher 
poli ty. t t Studies of child care preferences sug-

that about two-thirds of parents say they 
satisfied with their child care arrangement 

but that one-third would prefer something 
else.3* 

Ironically, parents do not necessarily pay 
more for higher quality. They often pay the 
same for care of widely differing quality, as 
measured by staff-child ratios, group size, and 
caregiver training, despite the fact that quality 
as measured by these professional criteria is 
generally highly correlated with actual pro­
gram costs.37 This results from several factors. 
First, the variety of supply- and demand-side 
subsidies masks the true cost of quality care. 
Second, program directors are reluctant to raise 
rates even as costs go up because they fear that 
parents will not be willing or able to pay more. 
Third, parents generally have little informa­
tion on which to base their decisions, and they 
often choose care based more on price, conve­
nient location, and hours than on professional 
definitions of quality.38 

WHO GETS QUALITY CARE? 

In the absence of government subsidies to 
lower-income families, higher-quality child 
care and higher socioeconomic status would 
naturally seem to go together. However, given 
current subsidy arrangements, the NDCS 
found that centers serving children from 
low-income, single-parent families that 
received federal funding provided higher-
quality settings in the form of better staff-child 
ratios.39 This conclusion is also supported by 
the NCCSS, which indicated that poor and 
wealthy children had access to better center-
based care than children from moderate-
income families did. 4 0 In contrast, a number of 
studies indicate that families under greater 
social and psychological stress or whose lives 
were more complex (circumstances that 
included parents who live apart or who work 
split shifts, weekends, or long hours) tend to 
use lower-quality center care, whereas fami­
lies with a nurturing and supportive social 
network had children in higher-quality set­
tings.41 
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WHAT IS THE AVAILABILITY OF 
QUALITY CARE? 

According to the PCCS, the majority of 
center-based programs report group sizes and 
child-staff ratios that meet both state regula­
tions and professional recommendations. The 
same is true of regulated home-based provid­
ers.42 Nevertheless, meeting state regulations 
does not guarantee adequate quality. Regula­
tions vary substantially from state to state; 
and many programs, such as preschools run 
bv religious organizations and family child 
care homes with fewer than three or four chil­
dren, are exempted. This leaves open the pos­
sibility of large variations in quality among 
providers both within and among states. There 
is substantial evidence from the NCCSS and 
other surveys that although the total number 
of child care slots has kept up with demand, 
the quality of the child care available in many 
areas is uneven. The cost of care that meets 

professional standards is generally more than 
most parents feel able or willing to pay (see 
Chapter 3 for a more detailed discussion of 
this issue). Here the issue is not so much a 
shortage of child care in an economic sense as 
a question of whether parents or society should 
be willing to pay more because they are cur­
rently undervaluing the benefits for children 
and society of higher-quality and presumably 
more expensive care; such a situation would 
be likely to result in the underproduction of 
quality care. 

There seem to be real shortages, however, 
in specialized care areas, such as infant anc 
toddler care, care for handicapped children, 
sick-child care, and care during nontraditiona! 
hours. These services are necessarily more 
expensive to provide and are often out of the 
range of affordability for most parents.43 There­
fore, fewer providers have entered the market 
and access to care at any price may be a muc 
more severe problem. 
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Chapter 3 

XHE ECONOMICS OF CHILD CARE: 
Meeting the Growing Demands ; 
of Families and Society 

Before policy decisions can be made on what 
would be appropriate to invest in higher child 
care quality, it is important to understand how 
much is currently being spent, what better-
quality care would cost, what new resources 
mav be needed to address our priority con­
cerns, and what trade-offs between quality and 
cost could legitimately be made. The most 
problematic barrier to raising child care qual-
ity is that higher quality generally costs more 
to deliver. 

A wide number of existing federal and state 
programs are designed to improve the 
affordability of nonparental care for young 
children. Some are tax-based, others give 
direct subsidies to providers, and still others 
offer vouchers to low-income parents so that 
they can choose whatever provider they wish. 
The nation spends approximately $23 billion 
annually on child care. The federal govern­
ment provides more than $9 billion of that 
each year for a variety of programs, and 
many states provide additional subsidies to 
low-income parents. In the private sector, a 
growing number of businesses assist their 
employees to some degree with the cost of 
child care to help make it more affordable. 
Many private and community foundations also 
contribute to reducing child care costs for 
parents. 

Despite the proliferation of federal and state 
programs, there are serious questions about 
whether the financial benefits of various 
tax-based programs are reaching the families 
and children who need assistance the most 
and whether current government policies have 
J positive impact on the quality of care. 

WHAT PARENTS SPEND 

What parents spend on child care varies 
widely, depending on employment status, 
income, and type of arrangement. Surprisingly, 
a sizable proportion (44 percent) of mothers 
who are employed full time or part time pay 
nothing for child care, relying instead on rela­
tives and spouses. However, 68 percent of 
mothers who are employed full time do pay 
for child care.1 

In 1990, the average fee paid by parents 
was approximately $3,173 per year for full-time 
center-based care and $2,565 in a family child 
care home.2 However, the average cost 
obscures the substantial variation in fees and 
subsidies among child care settings, classes of 
income, and regions of the country.3 The 
national average for what mothers employed 
full time spend on child care is $68 per week, 
according to the National Child Care Survey 
(NCCS). For employed parents in the Boston 
area, however, the average weekly expendi-
ture is $130 per week.4 It is estimated that 
parents' fees pay for, on average, about 76 
percent of the cost of center-based care.5 

Low-income families (those earning less 
than $15,000) are more likely to use relatives 
or extended community networks for child 
care, which, on average, keeps their child care 
expenses lower. However, these lower costs 
still represent a higher proportion of income.6 

Among low-income parents who pay for child 
care, the expenditure consumes an average of 
22 to 25 percent of family income, an amount 
equivalent to the average family expenditure 
on housing. Moderate-income families (those 
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earning between $15,000 and $25,000) spend 
about 12 to 13 percent of their income on child 
care. As family income rises, a lower percent­
age is spent on child care. Families that earn 
more than $50,000 spend just 6 percent (see 
Figure I ) . 7 The level of resources it takes to 
pay for child care also varies significantly for 
single- versus two-parent families. Single 
mothers spend 21 percent of their income on 
average, whereas two-parent families spend 9 
percent.8 

Parents often are not aware of exactly how 
much they are paying for their children's care. 
When asked to calculate what thev spend, par­
ents rarely deduct the amount thev receive 
through federal or state tax subsidies. Accord­
ing to calculations by the Families and Work 
Institute, families that actually pay for child 
care in cash spent approximatelv S13.6 billion 
on all forms of care in 1990 (see Figure 2). In 
that same year, the dependent care tax credit 
(DCTC) returned approximatelv $4.0 billion 
to parents. If that is subtracted from the amount 
parents said they spent, the true parental con­
tribution in cash was closer to $9.6 billion. 
Other federal subsidies amounted to approxi­
mately $5.5 billion (see Figure 4, page 27), 
bringing the total spent on child care bv par-

Figure 1 

Percentage of Family Income 
Spent on Child Care 

Family Income 
Percent Spent 
on Child Care'" 

$14,999 or Less 23% 

$15,000 to $24,999 12% 

$25,000 to $34,999 8% 

$35,000 to $49,999 

550,000 or More 6% 

'"" Mean percentage of tamilv income spent on child care bv 
employed mothers, with youngest child under nge five, who 
pav for care. 

SOURCE. Natumal Child Can- Sun-cv (1W0). 

Figure 2 

What Parents Spend in Cash on Different 
Forms of Care for Children Under Five 
(in billions) 

Mother Mother Not 
Type of Care Employed Employed 

Centers S5.90 $1.34 $7.21 i 

Family Child Care 3.61 0.66 

Relatives 1.13 (a) 1.13 

In-Home Care 0.74 0.21 0.95 > 

Total $11.38 $2.21 SI 35-. 
{ i ) Sample size too small to provide accurate amount; does not i 
affect total. 

SOURCE: Ellen Galinsky and Dana Friedman. Education Befm i 
School: tn-cesting in Quality Child Care, A Study Prepared forthi 
Committee for Economic Development (New York: Scholastic I 
Inc., 1993). p. 99. 
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ents and the federal government to approxi-j 
mately $19.1 billion. 

A recent analysis of child care expendK 
hues by William Prosser and Sharon McGrodtfi 
of the Department of Health and Human Set-i 
vices found a one-third increase in total child 
care expenditures between 1975 and 1990 a.' 
measured in constant 1990 dollars.9 Thisj 
analysis puts the total child care market tal 
1990 at $23 billion. It is likely that this increastt 
represents greater utilization of care in terfl*' 
of the number of children served and the aver 
age number of hours in care, rather than a» 
increase in the cost to parents for the care of a* 
individual child. Prosser and McGroder fouid 
that despite the increase in total child ctf1) 
expenditures between 1975 and 1990, the avj 
erage amount families spent remained nearM 
constant at approximately $2,550.10 Othe1? 
studies confirm this. The NCCS found thfl 
after adjusting for inflation, the hourly costs^ 
center-based and family child care remain^ 
relatively stable between 1975 and 1990," wh* 
A Profile of Child Care Settings (PCCS) founds 
moderate 5 percent increase in the cost of fa^' 
ily child care and no increase in center costs-
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THE FULL PRODUCTION COST OF 
QUALITY CARE 

Calculating the true cost of quality child 
care is difficult. The average price parents pay 
represents only a fraction of child care's full 
production cost. Numerous subsidies, includ­
ing financial and in-kind (for example, the com­
mon use of churches or community facilities 
for nonprofit centers), mask true production 
costs and sometimes contribute to resource 
inequities among low-, moderate-, and high-
income families. 

Many factors may affect the cost of care, 
including location, type of setting, and age of 
children, with infant and toddler care gener­
ally costing more than care for three- and 
four-year-olds. Many centers subsidize the 
higher cost of infant care through higher 
tuition rates for older preschoolers. Although 
parents' hourly expenditures have remained 
relatively constant, a number of researchers 
contend that the actual full production cost of 
providing care of a constant quality has 
increased but that providers are hesitant to 
raise fees beyond what they believe parents 
are willing or able to pay.13 Since staff salaries 
and benefits account for an average of 62 per­
cent of the budgets of all programs,14 provid­
ers who seek to keep fees down generally must 
do so by keeping labor costs low. 

Consistent with this view, there is evidence 
o f a substantial decline since the mid-1970s in 
^e real earnings of both family child care pro-
v'ders and teachers in centers.15 The generally 
•ow wages of child care staff contribute to the 
h'gh turnover rate experienced by most care 
Programs. Since high staff turnover has been 
associated with poor developmental outcomes 
for children, the low and declining earnings of 
caregivers raise a serious issue for child care 
quality. The PCCS estimated that about 50 per-
c e nt of programs experience turnover in any 
()ne year; of those, the average turnover rate 

0 r staff is also 50 percent. Average teacher 
turnover in all programs is about 25 percent.,h 

There are several reasons why the child 

care market produces the low caregiver com­
pensation associated with high turnover. On 
the demand side, there may be a lack of under­
standing by parents and society of the value 
for children of caregiver stability and qualifi­
cations. With respect to supply, caregivers con­
sider factors other than compensation. In part, 
the low wages may be explained by the 
part-time nature of child care employment and 
other positive features of child care work; some 
workers may be willing to accept low wages 
in exchange for the flexibility of a part-time 
position and the implicit enjoyment of 
working with young children.17 Regardless of 
the reason for low child care salaries, higher 
compensation of child care staff will be neces­
sary to reduce the high turnover rates in both 
centers and family care that lower program 
quality. 

What does high-quality child care really 
cost? In 1990, the General Accounting Office 
(GAO) estimated the annual cost per child in a 
child care center accredited by the National 
Association for the Education of Young Chil­
dren (NAEYC) to be approximately $4,900. 
This is in sharp contrast with what parents 
currently pay on average: $3,173 for center-
based care and $2,565 for family child care. 
The GAO estimate of quality care does not, 
however, take into consideration any possible 
increase in staff compensation to reduce turn­
over. An analysis by Barbara Wilier of NAEYC 
offers a new assessment of what it would cost 
to provide quality care if increases in caregiver 
salaries were taken into account. Wilier sug­
gests that the full cost of center-based care 
would range from $6,364 to $8,345 if salaries 
were improved substantially to lower turn­
over. 1 8 In a survey of the cost of care 
in Colorado, Culkin, Helburn, and Morris 
derived a similar estimate of nearly $8,300 for 
the full production cost of a nonprofit child 
care center for three- to five-year-olds. This 
calculation also assumes higher salaries and 
takes into account a variety of hidden subsi­
dies, such as donated space and voluntary 
services.14 
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High-quality child care, then, is an expen­
sive proposition for both individuals and 
society. On the one hand, many parents at 
low- to middle-income levels are unable or 
reluctant to pay the full cost of high-quality 
care, especially if there is more than one child 
in the family needing care. At the same time, 
however, it is unrealistic to expect that tax­
payers will provide the very large subsidies 
necessary for all children to be enrolled in 
expensive programs. This tension between the 
competing goals of quality and affordability 
raises fundamental and difficult issues regard­
ing the appropriate standards for quality and 

Figure 3 

Federal Child Care Programs 

for the amounts and distribution of subsidies. 
It also raises the question of whether in some 
circumstances it may be more cost-effective 
for society to provide a greater incentive for 
one parent in a two-parent family to stay home 
rather than to subsidize child care, especially 
for the youngest children. 

GOVERNMENT CHILD CARE ~ 
PROGRAMS 

Families at all income levels are likely to 
receive some kind of government subsidy, 
whether it takes the form of tax credits or 

PROGRAM 

INCOME 
REQUIREMENTS 

Child Care and 
Development 
Block Grant 
(CCDBG) 

Family income less 
than 75% of state 
median income. 

ELIGIBILITY 
REQUIREMENTS 

PROGRAM 
TYPE 

Qualified children are 
those under 13. Par­
ents must be working 
or attending job train­
ing. 

Capped federal 
entitlement. No state 
matching. 

REGULATORY 
REQUIREMENTS 

Providers must meet 
all state and local 
standards; those 
exempted from such 
standards must be 
registered with state. 

Social Services 
Block Grant 
(SSBG) 

Open to state 
discretion. 

Open to state 
discretion. 

Capped federal 
entitlement. 
No state matching. 

Open to state 
discretion. 

Dependent Care 
Tax Credit 
(DCTC) 

No income limits, 
although percentage 
of expenses used to 
determine credit 
declines from 30% to 
20% as income in­
creases from $10,000 
to 528,000. 

Amount of credit 
decreases dollar per 
dollar for deduction 
in gross income under 
DCAP. Children must 
be under 13. 

Nonrefundable credit 
against income tax 
liability. 

Taxpayer must report 
name, address, and 
taxpayer ID of 
provider. 

Dependent Care 
Assistance Program 
(DCAP) 

No income limits. 

Employer must set up 
a flexible spending 
account for employees 
child care. Children 
must be under 13. 

Amounts paid by 
employers excluded 
from employee's gros 
taxable income. 

Taxpayer must report 
name, address, and 
taxpayer ID of 
provider. 
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centives, vouchers, or direct monetary or 
^-kind subsidies to providers. However, the 
'ederal government's system of overlapping 
subsidies is highly fragmented and creates 
^rious inefficiencies and inequities for fami­
lies of different means.20 

Financial assistance is provided primarily 

i n two ways: 

• Supply- 5^ 6 (or provider) subsidies that are 
designed to expand the number of child 
care spaces for low-income children 

• Demand-side (or consumer) subsidies that 
provide parents with direct reimbursement 

for a portion of child care expenses and are 
meant to increase the choices of care avail­
able to parents 

The number of federal programs that in 
some way affect child care has proliferated to 
an astounding degree. In a 1989 report, the 
GAO identified forty-six federal programs that 
provided some type of assistance in fiscal 1988. 
The Department of Labor details thirty-one 
programs in eleven federal agencies that sup­
port child care in some way.21 Legislative 
activity since 1988 creating the Child Care and 
Development Block Grant and the Family Sup-

Dependent Care 
Assistance Program 
(DCAP) 

No income limits. 

Employer must set u 
a flexible spending 
account for employe 
child care. Children 
must be under 13. 

Amounts paid by 
employers excluded 
from employee's gros 
taxable income. 

Taxpayer must report 
name, address, and 
taxpayer ID of 
provider. 

FSA Program: 
AFDC Child Care 

Cross income less 
than 185% of state 
"need" level. Net 
income less than state 
payment standard 
(approximately equal 
to need standard). 

AFDC eligible, assis­
tance needed to ac­
cept employment, 
remain employed, or 
receive training. 
Transitional care 
available for first year 
off welfare rolls. 

Open-ended 
state-matching 
federal entitlement. 

Providers must meet 
all applicable state 
and local standards. 

FSA Program: 
Transitional Child 
Care (TCC) 

No federal maximum 
income limit. State 
determines copay­
ment based on family 
income. 

Must have received 
AFDC in 3 of previous 
6 months. Must be 
leaving AFDC due to 
increased earnings, 
increased hours of 
work, or loss of 
income disregards. 

Open-ended 
state-matching 
federal entitlement. 

Providers must meet 
all applicable state 
and local standards. 

At-Risk Child Care 

No federal maximum 
income limit. State 
determines copay­
ment based on family 
income. 

Must be low-income 
family at risk of 
becoming eligible for 
welfare if child care 
assistance is not pro­
vided. 

Capped 
state-matching 
federal entitlement. 

Same as AFDC. Plus, 
providers exempted 
from state and local 
regulations must 
register with state. 

Child Care 
Food Program 

No income test for 
nonprofit centers or 
family child care; in 
for-profit centers, at 
least 25% of children 
must receive support 
under the SSBG. 

Federal reimburse­
ment rates essentially 
the same as for the 
school lunch pro­
gram: three-tiered 
subsidy levels, based 
on famiiv income. 

Provides subsidy for 
meals and snacks 
served to children in 
child care. 

None for nonprofit 
centers or family care 
homes; for-profit 
centers must enroll 
minimum percentage 
of children receiving 
state subsidies. 

Head Start 

90% of children in 
program must be 
below poverty level. 
Higher-income chil­
dren may participate 
with copayment, 
based on income. 

1(K of spots reserved 
for children with 
disabilities. Federal 
authorization for 
children from birth to 
age five. 

Comprehensive 
preschool program. 
Grants are awarded 
by Department of 
Health and Human 
Services to public 
agendes, nonprofit 
organizations, and 
school systems. 

Various performance 
standards, as speci­
fied by the DHHS. 
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port Act have added to the number of initia­
tives. There are eight major federal programs 
(for a detailed description, see the Appendix). 

• The Dependent Care Tax Credit (DCTC) 
provides working parents with a tax credit 
for child care expenses. Funding for this 
program has almost tripled in constant 
terms since it was first established in 1977. 
Its benefits go largely to middle- and 
upper-income families, primarily because 
it is not refundable. 

• The Social Services Block Grant (SSBG) is 
used in part bv most states to buy child 
care for low-income families, either by pay­
ing the provider directly or by giving par­
ents a subsidy, often in the form of a 
voucher. 

• The Child Care and Development Block 
Grant (CCDBG), enacted in 1991, provides 
additional money to states to upgrade the 
supply and quality of child care for 
low-income children. The funds go directly 
to the states through a formula based on 
the number of children eligible for free or 
reduced-price school lunches. 

• The Dependent Care Assistance Program 
(DCAP), also known as the Dependent Care 
Exclusion, allows workers whose compa­
nies participate in the program to deduct 
up to $5,000 in pretax dollars for child care 
expenses. The DCAP primarily benefits 
middle- and upper-income families. 

• The Family Support Act (FSA) provides 
federal funding to assist states in providing 
care for children of parents who take jobs 
or participate in education or training to 
prepare them for jobs. The FSA is really 
two programs: The first is for parents cur­
rently receiving AFDC; the second is tran­
sitional child care for the first year the 
parent is off the welfare rolls and in a pay­
ing job. 

• At-Risk Child Care funds are available to 
states to assist parents who are now work-
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ing but who might be in danger of sliding 
into welfare if they do not have help with 
child care costs. 

• Head Start is, strictly speaking, not child 
care but a part-day compensatory educa­
tion program for poor children. Although 
few Head Start programs are full day, some 
parents use the program as a form of child 
care, and it is the largest early childhood 
education program for low-income chil-
dren. 

• The Child Care Food Program provides 
nutritional assistance to caregivers serving 
needy children. 

In addition to the programs that directly 
subsidize child care, the federal government 
has two income-supplement programs that 
low-income working parents can use to 
increase their disposable income and, presum­
ably, the amount they spend on child care. 
These are the Earned Income Tax Credit and 
the Supplemental Newborn Tax Credit, both 
of which are refundable. The newborn tax 
credit, which is for dependent children under 
the age of one, cannot be used in conjunction 
with the DCTC; parents must choose one or 
the other. (These programs are described in 
more detail in the Appendix.) 

According to the NRC, between 1972 and 
1987, federal support for child care increased 
by 127 percent after inflation. A key question 
is whether the increase in federal subsidies 
has actually benefited those families that have 
the greatest financial need and the disadvan­
taged children who stand to benefit the most 
from better-quality care. Overall, those ben­
efiting least from government child care subsi­
dies are low- to moderate-income working 
families that earn more than the poverty level 
but less than $25,000 per year and those fami 
lies that earn less than $15,000 a year but that 
do not have access to subsidized child care 
and pay up to one-quarter of their household 
income for care out of pocket. 
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Federal Programs Supporting 
^ i l d Care-Related Services, 1990-1992 
„, billions, all numbers approximate) 

Estimated Funding 

Dependent Care Tax Credit $4,000 

^ a l Services Block Grant, Title XX 0.428u 

Child Care and Development Block Grant 0.825 

2200 Head Start 

Dependent Care Assistance Program 

Fjmilv Support Act 
Child Care (AFDC & TCC) 

0.065 

0.429 

At-Risk Child Care 0.383 

Child Care Food Program 

Total 

1.200 

$9,530 

' The 30 states reporting usage of the SSBG spent approxi-
TUtelv 15.3 percent of their grants on child care sen'ices. Total 
SSBG allocation in 1992 was 52.8 billion. However, since the 30 
.utes mav not be representative of all states, this figure is a 
rouch approximation only 
sOL RCE: Vanous government agencies. 

The evidence would suggest that in terms 
of their ability to gain access to higher-quality 
center-based care, the poorest families benefit 
most from subsidies that go directly to provid­
ers to increase the number of child care slots. 

The mix of supply-side and demand-side 
subsidies provided by the federal government 
has changed substantially in the past two de­
cades; the result has been a dramatic decline in 
the percentage of federal child care resources 
benefiting low-income families. In 1972, 80 
percent of federal child care dollars was tar­
geted at low-income families through provider 
subsidies. In 1980, low-income families ben­
efited from 50 percent of federal expenditures, 
primarily through the SSBG program and Head 
Start. By 1986, these programs accounted for 
only 26 to 30 percent of such expenditures.22 

The GAO documented a smaller but never 

theless significant shift from 83 percent of fed­
eral support going to low-income parents in 
1977 to 54 percent in 1988. 

By the early 1980s, then, direct consumer 
subsidies, primarily through the DCTC, had 
become the predominant form of federal sup­
port for child care.23 The DCTC was originally 
intended to provide some financial relief to 
lower-income families who needed to pay for 
child care in order to work. In this tax credit's 
earliest incarnation in the 1960s, child care was 
viewed in part as an ordinary deductible busi­
ness expense; but in reality, the benefits were 
limited to gainfully employed women, wid­
owers, and divorced men with low incomes. 
Over the years, the tax credit has come to be 
viewed less as a business deduction and more 
as financial assistance for low-income fami­
lies. Nevertheless, in recent years, the credit 
has been expanded to cover more families with 
higher incomes, to the point that it now deliv­
ers its greatest benefits to middle- and 
upper-income families with mothers who work 
outside the home. This is largely because many 
lower-income families have no tax liability, 
and the credit is not refundable. 

The maximum credit is 30 percent of child 
care expenses for families earning less than 
510,000. The maximum dollar value of the 
credit is $720, based on maximum claimable 
expenses of $2,400 for one child. The credit 
declines 1 percent for every $2,000 of income 
over $10,000 until at $28,000 it stabilizes at 20 
percent for all higher incomes. Despite the 
higher allowable percentage for low-income 
families, the credit is worth virtually nothing 
to families earning under $10,000 a year and 
only $165 to families submitting joint returns 
earning $14,000 a year with one dependent. 

In 1988, the DCTC accounted for nearly 
two-thirds of the funding for all federal pro­
grams supporting child care-related services.24 

According to the NCCS, the tax credit was 
used by 22 percent of families with employed 
mothers that had incomes under $15,000 and 
29 percent of families with incomes under 
$25,000. In contrast, fully 37 percent of families 
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with incomes over $50,000 used this source of 
subsidy.25 Overall, 35 percent of families with 
employed mothers who have children under 
the age of five used this tax credit. 

A smaller but increasingly significant fed­
eral contribution to child care is the DCAP, 
which treats child care expenses as a business 
deduction. This program allows employers to 
set up flexible spending accounts for employ­
ees through which they may deduct the pretax 
cost of child care from their income. Although 
the total amount of money going to families 
through the DCAP is small (only about $65 
million in 1988), the program is fairly regres­
sive. Because expenses are deducted from tax­
able income, this subsidy is worth more to 
those in higher tax brackets. For example, a 
family in the 31 percent federal tax bracket 
deducting the full $5,000 from taxable income 
would save $1,550 in taxes, plus additional tax 
savings from their state and/or local taxes, 
more than twice what a family earning $10,000 
is theoretically eligible to receive as a maxi­
mum benefit under the DCTC. 

Despite the regressive nature of the DCAP 
compared with the child care tax credit, the 
DCAP is often the first child care assistance 
program in which businesses participate. Aside 
from the paperwork and accounting 
involved, participating entails almost no costs 
for employers. Once companies become com­
fortable with this form of child care assistance, 
they often explore other ways of helping 
employees to meet their child care needs. 

The financial contribution of state and local 
governments is generally quite small when 
compared with federal subsidies, totaling less 
than $500 million annually, according to the 
NRC. However, most of that money is concen­
trated in a few large states, such as California, 
which alone contributed $315 million in direct 
funds to a wide variety of child care programs 
in 1988. State involvement in child care is more 
significant in terms of setting standards and 
licensing procedures and in establishing 
part-day preschool programs. 

The CCDBG program is too new to be 
assessed for its effect on the behavior of states 
in such areas as standards and licensing. The 
block grant requires that all providers who 
receive funding must be registered with the 
state, must comply with all applicable state 
and local laws, and must meet minimum health 
and safety standards. 

A recent study for the Packard Foundation 
used data from the PCCS to examine the 
impact of various government policies on child 
care quality. The researchers concluded that 
the most influential impact on center quality 
was from direct government subsidies to pro 
grams that serve low-income children.26 This 
conclusion supports the observations of the 
National Child Care Staffing Study (NCCSS), 
which found that the highest-quality centers 
were those that were government-subsidizet 
to serve low-income children and those usee 
by the highest-income families. The problem 
is that a much lower proportion of low-income 
children are enrolled in formal programs than 
children from middle- or high-income fami 
lies.27 The Packard Foundation study coulc 
find no independent impact on quality from 
tax credits. However, it found that the greatest 
variance in center quality was between 
wealthier and poorer states.:;i 

One possible reason consumer subsidies do 
not appear to affect child care quality is that 
parents often do not connect the benefit they 
receive from the DCTC with their direct 
expenditures on child care. Rather, many view 
the tax credit as a mechanism for reducing 
their tax bill, instead of as additional income 
with which they could purchase higher-quality 
child care. This is partly because parents have 
to pay their child care provider on a weekly oi 
monthly basis but do not see a benefit from the 
tax credit until the end of the year. 

Another alternative to both tax credits and 
direct provider subsidies is child care vouch­
ers. In fact, in response to both the CCDBG 
and a growing emphasis on parental choice 
states are increasingly switching away from 
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^ ^ e advantages of vouchers are that par­

ents 

monev 

j^ve more leeway in choosing their pro-
nd that the government is assured the 
it allocates for child care is used for 

purpose. However, by themselves, vouch-
are not an effective tool for assuring that 

"Lilies receive quality child care. In many 
^Jmunities, particularly in low-income 
\reas, no decent-quality child care programs 
^ t - ' vouchers do not effectively increase 

rental choice if there are no alternatives from 
which to choose. In addition, many parents 
^ ju f f i c en t information with which to choose 

jualitv care.30 

In communities where a variety of quality 
programs exist and parents have enough 
Jnfonnation to make good choices, vouchers 
an provide an effective method of consumer 
jubsidv. However, where these criteria are not 
met (which may include most low-income 
neighborhoods), direct subsidies remain the 
nwst effective tool for guaranteeing the devel­
opment of quality programs and ensuring par­
ents access to these programs. In low-income 
communities, subsidies through contracts for 
child care slots may more effectively match 
families with quality services. Direct contracts 
ensure that providers will have a stable cus­
tomer base and a regular income, which 
enables them to plan for personnel and facili­
ties, thereby enhancing quality.31 

We believe that in an era of limited 
mources and large budget deficits, federal 
funding for child care should be targeted to 
assist families with the greatest financial need 

and families whose children require special 
services. We see the need for a combined 
strategy of consumer and provider subsidies 
to accomplish this. 

First, the dependent care tax credit should 
be made refundable in order to provide a 
larger relative benefit to families at the lower 
end of the income scale/ In addition, a mecha­
nism should be explored to provide the credit 
at regular intervals so that parents wi l l asso­
ciate it more closely with child care costs. 
The additional cost of refundability could be 
made up by lowering the income level at 
which the DCTC and the Dependent Care 
Assistance Program phase out or by decreas­
ing the benefit levels for higher-income fami­
lies. 

Second, we support the provision of 
direct government subsidies to programs that 
serve low-income children, since a number 
of studies show that such subsidies have the 
greatest impact on the quality of center-based 
care. However, more research needs to be 
done on the appropriate balance of these two 
approaches for improving child care quality 
and assisting parents in obtaining quality 
care that is affordable. 

Third, we support a blended system of 
direct subsidies and vouchers tailored to the 
needs of individual communities. This com­
bined approach can provide both stability 
and quality of services and increased paren­
tal choice, especially in low-income neigh­
borhoods. Furthermore, as a way of tying 
public funding to quality programming, we 
recommend that both direct provider subsi­
dies and vouchers be restricted to child care 
that meets state standards. 

•See memorandum by OWEN B. BUTLER (page 68). 
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Chapter 4 

STRATEGIES 
FOR IMPROVING THE 
QUALITY OF THE 
CHILD CARE SYSTEM 

The key question involving child care qual­
ity is whether the additional costs of higher 
quality will be justified by its benefits for chil­
dren, parents, business, and society at large. 
We believe that in the long term, substantially 
greater investment in child care will be justi­
fied but that the reality of limited resources in 
the near future will require especially difficult 
choices. We believe that the following areas 
are most important for public policy and 
private-sector involvement to address in both 
the near and the long term: 

• The child care needs of low-income chil­
dren and families 

• The compensation and training of child care 
staff 

• The qualitv of family child care homes 

• The special care needs of infants and 
toddlers 

• Health and safety and quality standards at 
the state and local levels to protect young 
children 

• The importance of providing all parents 
with better information and assistance in 
finding qualitv child care 

SERVING LOW-INCOME CHILDREN 
A N D FAMILIES 

Over the last few years, a patchwork of 
programs at the federal and state levels has 
been created specifically to serve low-income 

families, but there are serious gaps in cover­
age. Funds provided through the Social Ser­
vices Block Grant (SSBG, Title XX), the Child 
Care and Development Block Grant (CCDBG), 
the Family Support Act (FSA), and the At-Risk 
Program have been directed to the child carei 
needs of low-income parents, both those whi 
are working and those who are trying to mov 
off the welfare rolls. On the other hand, th 
tax-based subsidies, especially the dependenl 
care tax credit (DCTC), which accounts foi 
over 40 percent of all federal funds for chil 
care, tend to benefit middle- and upper-incomi 
taxpayers to a greater degree, even though 
original intent was to deliver a larger bene: 
to lower-income families. 

There are two major changes required t 
improve the access of low-income famihes ti 
better-quality care. The first (discussed i; 
Chapter 3) is to realign tax-based subsidies 
that lower-income families receive a highe 
monetary benefit and better-quality child car 
is made more affordable. The second is t 
improve the programs that serve low-incom 
disadvantaged children. These program 
should provide access to the comprehensiv 
education, health, and social services moi 
needed by these children and should confon 
more closely to the scheduling needs of worl 
ing parents. 

Although subsidies provided by the SSB 
and the CCDBG have enabled some progran 
to deliver high-quality full-day care 
low-income children, only a small percentaj 
of such children actually receive quahty cai 
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The NRC has noted that in 1981, SSBG pro-
served only 13 percent of eligible chil-

jren; although the number of eligibles has 
r̂own since then, SSBG funding has actually 

jtclined by 55 percent in real terms.' Ad­
ditional poor children are now being 
siTved by funds through the CCDBG and the 
FSA programs. The CCDBG is too new to 
kjve amassed data on how many children it 
^•es; but based on funding levels for 1992, a 
rough' estimate would be 250,000. The FSA 
child care programs serve about 211,000 on 
jverage. Head Start serves approximately 
(4)3,000 children, mostly ages three to five and 
mostlv in part-day programs (see Figure 1). 

Figure 1 

However, because programs often try to com­
bine funding sources to provide full-day ser­
vices, there is probably considerable overlap 
in the actual children being served. 

Clearly, the available information on 
exactly how many children in low-income 
families need full-day care and how many are 
currently receiving it is inadequate. For 
example, despite improved federal reporting 
requirements for the SSBG, many states do not 
provide this information, which makes it very 
difficult to find out exactly how many chil­
dren are receiving care through the program. 
We urge that the federal and state govern­
ments give high priority to improving data 
collection on child care and early childhood 
education. We also recommend that the 
reporting requirements for how states use 
federal child care funds be tightened, so that 
there are better data on how funds are being 
utilized. 

Estimates of Head Start Population and Percent Served, Fiscal 1992 

Population 

Economically 
Eligible for 
Head Start 

1 9 9 1 ( b ) 

Eligibles, Not 
in Public 

Kindergarten 

Enrolled 
in Head 

Start 
1/92"' 

Estimated 
Percent 
Served 

Under Age 3 11,825,000 3,439,000 3,439,000 18,632 1% 

Age 3 to 5 11,381,000 2,999,000 2,116,900 602,445 29% 

Age 3 3,859,000 1,066,000 1,066,000 167,691 16% 

Age 4 3,785,000 979,000 979,000 391,279 40% 

Age 5 3,738,000 954,000 286,900 43,475 16% 

(d) 

'Titimated population, based on Congressional Research Service (CRS) estimates from the March 1992 Current Population Survey 
•CPS) 
*Tjtjmates prepared by CRS from the March 1992 CPS. Based on the percentage of children living in families with income below 
<t<c federal poverty income guidelines or living in families receiving AFDC in 1991. 
' VS. Department of Health and Human Services, Administration for Children, Youth and Families. According to DHHS, 95 
fwrrmt of Head Start enrollees are eligible on the basis of their low-income status. 

Number of children participating in Head Start as a percentage of the economically eligible population not in public kindergarten. 
Pwricipation rates assume that 30 percent of eligible five-year-olds are not enrolled in public kindergarten and are therefore 
andidates for Head Start. 
^OIRCE: Table prepared by Congressional Research Service. 
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MEETING THE COMPREHENSIVE 
CARE AND EDUCATION NEEDS 
OF DISADVANTAGED CHILDREN 

In their first five years, disadvantaged chil­
dren are most in need of an environment that 
addresses both their developmental and their 
educational needs because they are less likely 
than middle-class children to get adequate 
nurturing at home. Policy makers are trying to 
address this issue by expanding the Head Start 
program and creating preschool programs for 
the disadvantaged at the state level. However, 
these programs still enroll only a minority of 
eligible children, and the vast majority of Head 
Start programs and other preschools for the 
disadvantaged offer only part-day and 
part-year care. Head Start was not designed 
with working parents in mind and therefore 
does not meet the full-day care needs of 
low-income parents who are trying to work, 
finish school, or move from welfare to paid 
employment. 

The FSA programs were designed specifi­
cally to provide child care to parents on public 
assistance who receive education and training 
or who take jobs. Unfortunately, the child care 
provisions of the act do not take into account 
the need that children from disadvantaged 
families have for comprehensive care that 

Figure 2 

Cost of Head Start Full Funding Under Phase-in Plan 
(dollars in billions) 

addresses their developmental and educational 
needs, such as that provided part time in good 
Head Start programs. 

The federal government needs to allow 
states and local communities to coordinate 
the variety of child care and education 
options for poor children, including Head 
Start, FSA programs, and funding through 
the various block grant programs, so that 
families can use a single program that both 
provides full-day care and meets the devel­
opmental needs of their children. 

WHOM DOES HEAD START SERVE? 
Head Start is by far the most important and 

extensive early childhood education program 
designed to improve the school readiness of 
disadvantaged children. But even with sub­
stantial recent increases in funding and Con­
gressional authorization of ful l funding by 
1994, in 1991 Head Start still served only 29 
percent of the total eligible population of three-
to four-year-olds and those five-year-olds not 
already in kindergarten (see Figure 1). The 
recent priority has been to increase the num­
ber of slots for four-year-olds, of whom 40 
percent are now enrolled; however, only 16 
percent of eligible three-year-olds are partici­
pating in Head Start. 

FY 1991 1992 1993 1994 1995 1996 

Percent Served 25% 40% 55% 70% 85% 100% 

Age 3 $0.6 S1.0 S1.5 $2.0 $2.4 $2.9 

Age 4 0.6 1.0 1.4 1.9 2.4 2.9 

Age 5 0.7 1.1 1.6 2.0 2.6 3.1 

Total Cost S1.9 $3. 1 S4.5 S5.9 $7.4 S8.9 

SOURCE: U.S. Congressional Budget Office, Memorandum to Honorable Patricia Schroeder, Chairwoman, House Select Committe4 

on Children, Youth and Families, July 30, 1991. . 
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Therefore, Head Start still fails to reach 
more than two-thirds of the children who are 
eligible. A large proportion of children who 
might benefit from a comprehensive program 
such as Head Start are, instead, in child care 
arrangements that may not address their 
developmental needs. This is particularly true 
for children whose mothers are involved in 
education or work under the FSA require­
ments. 

CED continues its strong support for 
universal access to comprehensive early inter­
vention programs, such as Head Start, for dis­
advantaged children. However, we are 
concerned that many Head Start programs and 
other preschool programs implemented at the 
state level in the past few years are not meet­
ing the real needs of the target population of 
children or their families for three key rea­
sons: The quality of Head Start programs is 
uneven, they do not address the child care 
needs of many parents who work, and they 
exclude children younger than three or four 
who need access to comprehensive health, so­
cial, and educational services. 

CHILD CARE UNDER 
THE FAMILY SUPPORT ACT 

Full implementation of the FSA is further 
complicating efforts to provide quality early 
care and education to disadvantaged children. 
Over two-thirds of the children who are eli-
R'ble for Head Start come from families 
re iv ing AFDC. This is the same population 
< ) f parents, mostly single mothers, who are 
^pected to participate in FSA-required edu­
ction and work programs; yet, the linkages 
between FSA-supported child care and Head 
S t<m are tenuous. 

The FSA requires states to provide child 
c a r e during the first year of training or 
J'niployment and extended child care benefits 

t , r the first year that participants are emploved 
off the welfare rolls.2 However, full imple-

; Ration of the act may have several unin-
,^ n e d effects. In some states, children from 

"income families who are currently enrolled 
subsidized care centers may be displaced 

by children whose mothers are in the FSA 
program. In addition, children involved in FSA 
child care would be eligible for Head Start, but 
this may not be an option for many FSA fami­
lies. Because 90 percent of Head Start pro­
grams offer only part-day care, some FSA 
mothers may be forced to remove their chil­
dren from Head Start to place them in all-day 
care settings that do not provide similar edu­
cational, health, and social services. Further­
more, the federal FSA regulations have the 
effect of limiting the ability of states to set 
standards for eligible child care on the grounds 
that standards which are too high could 
exclude some categories of care and limit 
parental choice. Yet, parents in the FSA pro­
grams have little assistance available to help 
them make choices and determine the most 
appropriate care for their children.3 

Two recent studies indicate that because of 
deficiencies in federal and state implementa­
tion of the FSA, a majority of eligible families 
are getting either no child care benefits or care 
of substandard quality. The delivery gap is 
widest for the transitional child care that is 
supposed to be available during the first year 
the mother is in the paid labor force. Both 
studies found that lack of information and 
inefficient administration of the program are 
responsible in most cases for this situation.4 

THE NEED FOR MORE 
FULL-DAY COMPREHENSIVE 
CHILD CARE PROGRAMS 

Many disadvantaged children who could 
be benefiting from the kind of comprehensive 
care, education, and health services offered by 
Head Start are not receiving them because few 
full-day child care settings provide such ser­
vices. This is particularly true for infants and 
toddlers; for example, only 1 percent of chil­
dren in this age group who are economically 
eligible for Head Start have access to compre­
hensive services through the program's 
parent-child centers, which is only a part-time 
program. Few full-day child care settings offer 
the comprehensive services Head Start would 
provide. 
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Policy makers should explore a variety of 
ways to improve the access of low-income 
families, particularly those with infants and 
toddlers, to full-day child care that provides 
needed services similar to those offered by 
Head Start. This could be accomplished 
through such mechanisms as providing par­
ents with vouchers for centers or licensed fam­
ily care homes or allowing Head Start pro­
grams to serve younger children. Nevertheless, 
for three- to five-year-olds, Head Start does 
provide an important child development 
infrastructure on which to build expanded ser­
vices that can meet the needs of both 
low-income children and parents more 
effectively. 

The overwhelming majority of Head Start 
programs as well as other state-sponsored pre­
school programs provide onlv part-dav and 
part-year care. This limits access for the chil­
dren of the working poor who need full-day 
care. If they want their children to participate 
in Head Start, these parents have to make com­
plicated multiple arrangements to accommo­
date their full-time working schedules. 

Ironically, a Head Start enrollment and 
recruitment study indicated that the desirabil­
ity of enrolling their children can serve as a 
disincentive to employment for parents. Al­
though 40 percent of the parents with children 
on the Head Start waiting list were employed, 
only 28.5 percent of the parents of enrolled 
children were employed. The need to work 
and use full-day care can also prevent many 
parents from enrolling children who would 
otherwise benefit from the program. Accord­
ing to the same study, this was the second 
most frequent reason for families taking their 
children out of Head Start.5 

Providing more full-day Head Start ser­
vices will be essential for meeting the needs of 
welfare-dependent or at-risk parents and chil­
dren. A 1990 study by the GAO estimates the 
average cost of a full-day, high-quality early 
childhood program that meets the accredita­
tion standards of the National Association for 
the Education of Young Children (NAEYC) to 

be approximately $4,900 per child. The N» 7 percent of thi^ 
tional Head Start Association estimates thi quality issue; tf 
with the more comprehensive health, educji used to expand ; 
tion, and social services Head Start offers, i We are con 
would require approximately $5,400 per chil ceeds without 
to deliver improved-quality programs to a program, Heao 
children currently enrolled as well as provids tential. Policy i 
full-day and full-year services to 25 percent o nize the need f 
the children. Since states are required to pro- hand in hand, 
vide a 20 percent match in funds, the federal! Quality Impro 
contribution would be $4,320. In contrast, the? least half of th. 
actual 1991 federal Head Start expenditure waŝ  quality impnr 
$3,159 per child.6 There are approximately IK for salary inert 
million children between the ages of three andi the discretion 
five who are economically eligible for Head' that purpose.9 

Start and not otherwise enrolled in kindergar- Another ir 
ten. It would cost approximately $6.6 billion toi would be to uj 
enroll them all in the current part-day Head? Head Start di 
Start program and $9.0 billion to enroll themj together a Ve­
in an improved-quality program that provides* 
25 percent of the children with full-day. 
full-year services. This could allow a substan­
tial number of eligible children whose parents : 
work full time or who are participating in FSA 
job and training programs to participate in 
Head Start. Figure 2 lists the estimates devel­
oped by the Congressional Budget Office to 
enroll all eligible three- to five-year-old chil­
dren in Head Start's current program by 1996-

coordinate pi 
increasingly c 
dren. A num 

IMPROVING AND EXPANDING 
HEAD START 

Expansion of Head Start should not occui 
without corresponding improvements in the 
overall quality of its programs. Enrollment 
policies that place priority on four-year-olds 
ignore the fact that by the time they are that; 
old, many poor children already have severe-
language and social skill problems. 

The quality of both Head Start and; 

state-sponsored preschools can vary consider- i 
ably from program to program.7 The Headj 
Start Expansion and Quality Improvement ' 
Act of 1990 authorized that 25 percent ol 
the increased funds for 1993 be spent of 
improving program quality. Nonetheless, the 
Administration proposed at the time that only 
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7 percent of this money be used to address the 
quality issue; the rest of the increase was to be 
used to expand the program for four-year-olds.8 

We are concerned that if expansion pro­
ceeds without improving the quality of the 
program. Head Start wil l fail to realize its po­
tential. Policv makers are beginning to recog­
nize the need for expansion and quality to go 
hand in hand. The Head Start Expansion and 
Quality Improvement Act mandated that at 
least half of the $194 million appropriated for 
quality improvements in 1991 be designated 
for salary increases, and programs were given 
the discretion to use virtually all the funds for 
that purpose.9 

Another important quality improvement 
would be to upgrade the management skills of 
Head Start directors, who often must cobble 
together a variety of funding sources and 
coordinate programs in order to meet the 
increasingly complex care needs of the chil­
dren. A number of creative efforts are cur­

rently under way to address this issue. One of 
the most encouraging is the effort recently 
established by Johnson & Johnson to help 
directors cope with the rapid expansion of the 
program while maintaining and upgrading its 
quality. 

Rapid Head Start expansion will also have 
to deal with a serious lack of facilities. Many 
programs are housed in substandard build­
ings or have lost space previously donated by 
or rented from community groups or schools. 
The National Head Start Association estimates 
that taxpayers "lost" nearly $13 million on 
renovations of now-vacated facilities between 
1987 and 1990.10 Until 1992, Head Start pro­
grams were enjoined by law from owning their 
own facilities. Although the law was recently 
changed, programs still face a dearth of 
affordable space that is suitable for young chil­
dren. At least one innovative partnership in 
New Jersey, jointly sponsored by the Pru­
dential Foundation and Invest in Children, a 

JOHNSON & JOHNSON HEAD START MANAGEMENT FELLOWS PROGRAM 

To help Head Start directors cope with the 
rapid expansion of the program because of 
increased government funding and equip them 
with the management skills that will help them 
address the shortcomings of the program as it 
currently exists, Johnson & Johnson estab­
lished a new Management Fellows Program. 
The program provides local Head Start direc­
tors with management training at the John E. 
Anderson Graduate School of Management at 
the University of California at Los Angeles. 
Funded by a three-year, $1.2 million grant from 
the company, the program was developed in 
response to a Johnson & Johnson-commis­
sioned study that indicated that Head Start 
directors would benefit from advanced man-
agernent skills training. The grant covers the 
development of the program, tuition, special 
events, and other academic costs. 

During each year of the program, forty 
local Head Start directors are chosen to partici-

50URCE: Johnson & |ohnson Head Start Management Program 

pate in a two-week course at UCLA to sharpen 
their skills in strategic planning, developing 
and managing financial and human resources, 
and program evaluation. Participating direc­
tors are required to develop a Management 
Improvement Project to be undertaken in the 
following year to enhance their Head Start 
programs back home. 

The program has already left its mark on 
many Head Start programs throughout the 
country. For example. Head Start directors 
in Mississippi (Holly Springs), Rhode Island 
(Newport), North Carolina (Franklin), and 
Horida (Winterhaven) have already made 
significant changes to their programs that 
have led to improved and expanded services 
for their communities. They have also pro­
vided management training to other staff 
members, thereby extending the benefits of 
the Johnson & Johnson Management Fellows 
Program. 
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coalition of New Jersey business, education, 
human services, and advocacy groups, is 
attempting to solve this problem. 

As we noted in Chapter 2, Head Start chil­
dren also benefit from better continuity 
between their preschool and elementary 
schooling. Recent research shows that the 
intellectual gains made during Head Start 
eventually fade unless there is considerable 
follow-through well into the elementary school 
years. Several limited projects have attempted 
to provide such follow-through, but none has 
gone beyond the pilot stage. A promising new 
program, implemented in 1991, is the Head 
Start Transition Project. Designed to serve 
Head Start children from kindergarten through 
third grade, it is the first follow-up effort to 
include the same range of comprehensive 

health, education, parental involvement, 
social services as the Head Start pro] 
itself. Because it is so new, it will not be 
sible to evaluate the program's effect! 
for quite some time. 

The federal government has also estabi 
a project to encourage Head Start pr 
and states to work together more effecti 
Head Start has always required that states 
vide a 20 percent match in funding ( 
number of states provide considerably ma |ulity of He 
but historically, there has been little st npanding acc 
involvement in Head Start or coordination lualK are to 
Head Start and state-run preschool prograi Mpport expar 
The purpose of the new collaborative projf f»ct so that a 

EARLY CHILDHOOD FACILITIES FUND FOR NEW JERSEY 

now available to expand and improve Head Invest in Children, a coalition of New 
Jersey's business, education, human services, 
and advocacy groups, established the Early 
Childhood Facilities Fund (ECFF) to help the 
state increase the number and quality of Head 
Start sites. The fund was created as a result of a 
study funded by a $75,000 grant from the Pru­
dential Foundation. The study revealed that 
because of inadequate facilities for Head Start 
programs, the state was unprepared to expand 
and improve Head Start enrollments in re­
sponse to increased federal funding. According 
to the study. Head Start programs are plagued 
by a number of problems that include "sub­
standard conditions, insecure and short-term 
leases, inadequate space, inefficiency of mul­
tiple sites, and inadequate outdoor play areas." 
A national survey ranked New Jersey among 
the bottom ten states for the condition of its 
facilities. 

Head Start in New Jersey currently serves 
11,688 children ages three to five, about 35 
percent of the estimated 33,160 children ages 
three to five with family incomes below the 
poverty level. With additional federal dollars 

SOURCE. Invest in Children and the Prudential Foundation 
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Start (about $5 to $6 million for New Jersey), 
new facilities need to be constructed and others 
renovated to accommodate the expansion. 
According to Peter Goldberg, president of the 
Prudential Foundation, "Having child-friendly 
spaces is an aspect of the Head Start program 
that people just haven't paid attention to. This 
can be a very important step forward for New 
Jersey in fulfilling its commitment to making 
sure all children coming to school are ready to 
learn." 

The fund expects to raise $5 million from 
corporate and philanthropic sources over the 
next three years. The New Jersey Department 
of Human Services has already pledged a 
$150,000 start-up grant, and the Prudential 
Foundation will provide $600,000 for the first 
three-year period. Over the next three years, 
the fund plans to finance nine new or substan­
tially rehabilitated Head Start centers, to assess 
the facility needs of thirty early childhood pro­
grams, and to finance the renovation of thirty-
nine Head Start centers and child care facilities. 
ECFF will be incorporated as a private, non­
profit, tax-exempt organization. 
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challenges of improving services for low-
income children and their families." Twenty-
two states are currently receiving funding to 
participate. 

We make a number of recommendations 
for improving the early care and education of 
disadvantaged children. First, Head Start pro­
grams should enroll approximately as many 
three-year-olds as four-year-olds. 

Second, we believe that upgrading the 
quality of Head Start is as important as 
expanding access to the program if lasting 
results are to be obtained, and we would 
support expanding enrollment at a slower 
pace so that additional funding can be ear­
marked to upgrade quality, improve salaries, 
and expand full-day services. Phased-in full-
funding targets for Head Start, which were 
authorized by Congress in 1991, should be 
revised to reflect the need to upgrade Head 
Start quality so that funding will be adequate 
eventually to meet the needs of all eligible 
three- and four-year-olds, as well as five-year-
olds not otherwise in kindergarten, in 
good-quality programs. 

Third, strong linkages between Head Start 
programs, FSA-approved child care options, 
and full-day services for other low-income 
children should be developed. Some of the 
'ncreases in Head Start funding should be 
used to expand the number of full-day pro­
grams that meet the dual need for child care 
and intensive early childhood education for 
children of working parents or those who are 
Participating in the FSA program. Head Start 
rules requiring parental participation in the 
Program should be revised to allow more 
children of parents who are employed full 
tune to stay in the program. Funding sources 
should be able to be combined more easily 
S o that more Head Start and other compre­
hensive preschool programs would be able 
| 0 provide full-day care for children of work-
i n 8 parents at a single site. 

Fourth, because sustained intervention is 
cntical for maintaining the learning gains 
Preschoolers make in Head Start, we believe 

that every effort should be made to provide 
follow-through in elementary school for Head 
Start graduates and other disadvantaged 
children. 

Fifth, we recommend an expansion of the 
Head Start parent-child centers and similar 
family support programs to serve the com­
prehensive care needs of disadvantaged chil­
dren from birth through age three. 

Sixth, whether or not they are enrolled in 
Head Start, for poor and other disadvantaged 
children whose parents work or are in school, 
it is essential that child care be linked in 
some way to a variety of family support ser­
vices, such as parent education and support, 
family literacy, and health care. 

UPGRADING THE QUALITY OF 
CHILD CARE STAFF 

If the successful development of children 
in child care is largely determined by the qual­
ity of the relationship with the caregiver, the 
staffing of care centers and family care homes 
must be a central policy concern. Because per­
sonnel costs account for the bulk of the operat­
ing expenses of child care centers, changes in 
staff-child ratios or salaries will significantly 
affect the cost of care. 

Better outcomes for children are related both 
to the training of the caregiver and to the 
stability of the child-caregiver relationship. 
Training in child development promotes 
more appropriate interactions between 
caregiver and child that, in turn, contribute 
to the child's language and cognitive develop­
ment. Although good data on the level of 
caregiver training are difficult to come by, par­
ticularly for those who work in nonregulated 
family child care, the most recent evidence 
suggests that education and training levels 
have been increasing in both center care and 
family child care.11 

Although stability of relationships is 
extremely important, turnover among child 
care workers tends to be very high. Average 
annual turnover for teachers in all child care 
programs is 25 percent, but this varies from 
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14 percent in public-school-sponsored pro­
grams to 39 percent among for-profit child 
care chains.12 

Low salaries, lack of benefits, and the 
absence of a clear career path are often cited as 
leading factors in this high turnover. In 1988, a 
study of five cities found that the average 
hourly wage for all staff members in child care 
centers was $5.35, which amounts to $9,363 
per year. Forty-two percent of child care teach­
ers, assistant teachers, and aides earned at least 
half of their household income, and one-
quarter earned over two-thirds of it. Fully 25 
percent of full-time staff found it necessary to 
work a second job.'3 

Salaries vary considerably in the different 
types of child care programs. A 1990 national 
survey found that the average annual salary of 
a preschool teacher in a child care center was 
SI 1,500; the median salary was $11,000. Teach­
ers in full-day programs earned an average of 
$6.84 an hour, $5.43 an hour in for-profit 
programs and $14.40 in public-school-based 
programs.14 Child care staff generally receive 
few employment benefits. Although 48 per­
cent of all U.S. workers have disability cover­
age, few or no child care workers have this 
benefit. Only one-third to one-half of child 
care workers have any kind of employer health 
coverage. Other benefits, such as pensions and 
life insurance, are received by perhaps 
one-quarter of child care employees.15 

We believe that strategies should be 
developed at the federal and state levels to 
improve the compensation and training of 
child care teachers and other child care work­
ers with the express goal of reducing the high 
turnover among staff. 

PROMOTING QUALITY 
IN FAMILY CHILD CARE 

Most studies of child care quality have been 
conducted in center-based settings, and their 
findings are difficult to generalize to family 
child care. In terms of such characteristics as 
child-to-staff ratio and group size, family care 
measures up well. However, in terms of the 

quality of interaction between caregiver 
child, the structure and content of child: 
activities, and the stability of the caregn 
relationship, family care quality is unpredi 
able at best. 

Virtually all child care centers are licen 
and therefore under some public scrul 
but only about 10 to 18 percent of family 
homes are.16 The National Day Care Home Si 
(NDCHS) found that in those family 
homes that are regulated, the intera 
between caregivers and children are of hi; 
quality. The NDCHS also found that 
regulated homes that are "sponsored" (i.e, 
some kind of network association) tended _ 
provide the highest levels of caregiver inta 
actions with children and that unregulaH 
homes had the lowest.17 It is unclear, howeve 
how much these differences were due to 
self-selection bias, with better providers choa 
ing to be regulated or to join a network. 

Unlike staff in child care centers, fam9 
care providers tend to be isolated, with fei 
opportunities to share tasks, interact with 
leagues, or find other forms of adult sup 
Participation in a family care network and 
availability of periodic supervision wi 
alleviate this isolation, would provide pro! 
sional support and educational resources 
could significantly improve the quality of d 
experiences for the children.18 

In France, family day care networks (crei 
familiales) are organized into hubs that Hi* 
from six to as many as thirty-five homes. Eac* 
network is directed by a specially train* 
pediatric nurse who coordinates administf 
tion, training, activities, and equipment lenj 
ing. The nurse-director hires and trains chil" 
care providers, matches each one with two* 
three children, supervises their training by sp* 
dally qualified staff, maintains contact wi* 
municipal officials, and even organizes back f̂ 
services for children whose providers get sic^l 
The hub staff organizes small group sessio f̂ 
for caregivers and children during w h ^ 
caregivers can obtain training, information,0' 
social support while children participate ^ 
educational activities.^ 
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Another way to provide training opportu­
nities and learning materials to family child 
care operators is to bring the resources and 
expertise directly to them. In Dade County, 
Florida, a partnership that includes the county, 
local Kiwanis Clubs, the National Council of 
Jewish Women, Greater Miami Section, and 
others sends the Resourcemobile, staffed by 
an earlv childhood educator and stocked with 
books, toys, and art materials, to family child 
care homes. 

We believe that it is critically important to 
find creative ways to upgrade the quality of 
neighborhood-based family child care with­
out increasing costs too greatly and reducing 
supply. This can be done in a number of 
ways, including expanding and improving 
resource and referral agencies and encourag­
ing the development of networks of family 
care homes, which can offer providers greater 

access to a variety of educational resources, 
training opportunities, and professional 
interaction. 

INFANT C A R E AND 
PARENTAL LEAVE 

Infant care is the area of fastest demand 
growth. More than half of all mothers with 
children under the age of one are now in the 
work force, and approximately one-third of 
these infants are in out-of-home care. The 
other two-thirds are being cared for by their 
parents (usually through shift work), by 
other relatives, or by nonrelated paid help. 
Nearly 60 percent of the infants in out-of-
home care are in family child care homes, 
and 40 percent are in centers. Almost all 
family care homes seem to be willing to take 
verv young children, compared with only 

DADE COUNTY RESOURCEMOBILE FOR FAMILY CARE PROVIDERS 
In an effort to provide training and support 

services to family care providers serving dis­
advantaged children in Dade County, public 
and private groups worked together to raise 
funds to start the Resourcemobile. The initial 
partners involved were the Kiwanis Clubs of 
Dade County, the National Council of Jewish 
Women, Greater Miami Section, the Junior 
League of Miami, and Metro Dade's Depart­
ment of Human Resources. Currently, board 
members include representatives from Kiwanis, 
Dade County, Miami Dade Community Col-
'ege, Head Start, the Florida Association for 
Women Lawyers, and members of the commu­
nity at large. The board sets the curriculum and 
policy for the project, and the county maintains 
the van and employs the staff, consisting of an 
early childhood educator and a driver. 

The Resourcemobile is a fully equipped 
mobile unit that is stocked with the latest devel­
opmentally appropriate equipment, including 
a r t , toys, games, and books. The Resource-
mobile operates Monday through Friday, from 
8 ;00 A.M. to 5:00 P.M., and visits each family 

SOLRCE: Dade Countv Kiwanis Clubs 

home approximately once every four weeks 
(after the initial visit), for thirty minutes to 
one hour, depending on the needs of the 
provider. The county early childhood edu­
cator conducts a brief developmentally 
appropriate learning activity with the chil­
dren and works with providers to tailor a 
program to their needs. Providers receive 
free educational materials to enhance their 
curriculums. About forty family care pro­
viders are served monthly. In addition to 
the Resourcemobile, the partnership pub­
lishes a newsletter for family day care pro­
viders and holds training seminars two Sat­
urdays per month to improve skills. With 
the help of the Resourcemobile, the family 
care providers recently formed an organiza­
tion to enhance their professional develop­
ment. 

According to Rachel S. Blechman, presi­
dent of Resourcemobile, "the project has 
been extremely successful." Her only regret 
is they would like to serve more providers, 
but their capacity is limited. 
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half of all centers. Few nonemployed mothers 
use supplemental out-of-home care for their 
infants.20 

The debate over the best way of addressing 
the child care needs of infants generally 
focuses on two issues: improving the avail­
ability of affordable, quality out-of-home 
infant care and providing more opportunities 
for new parents to take extended leave from 
work during their child's infancy. 

SPECIAL CARE NEEDS OF INFANTS 
Infants require special care that relates to 

their physical needs and health concerns. Be­
cause an infant's immune system takes time to 
mature, exposure to disease should be as lim­
ited as possible, and innoculations for com­
mon childhood diseases should be given as 
soon as advisable. Physical development takes 
place very rapidly during infancy, and babies 
need room to move about and a safe, pro­
tected environment to explore. Cognitive 
development also occurs rapidly, leading to 
the rudiments of language acquisition. Child 
development experts stress that babies need 
caregivers who are "tuned in" to their physi­
cal, cognitive, and emotional needs. Most 
important, infants and toddlers are completely 
dependent on their adult caregivers to meet 
their basic physical needs; they cannot tell their 
caregivers when to feed them, change them, or 
comfort them.21 

IMPACT OF OUT-OF-HOME 
CARE ON INFANTS 

The research literature on the effects of 
nonparental care on infants provides mixed 
and controversial conclusions. Some research­
ers, such as Jay Belsky, have held that more 
than twenty hours a week of nonparental care 
in infancy may be detrimental to later social 
and emotional development.- However, based 
on Swedish studies of quality care, Belsky has 
more recently come to believe that the quality 
of care makes a difference in how well infants 
fare. A host of newer studies by Alison 
Clarke-Stewart and others argue that in many 

ways, infants who have been in good-q 
care are more competent and emotioi 
resourceful.23 However, other research a 
to support concerns that maternal emplo' 
during the child's first year of life may 
negative developmental effects on : 
nonpoor children, although this research 
to distinguish between infants in good-q 
versus poor-quality settings.24 

A recent study by researchers at the 
versity of Wisconsin and University of 1 
found that for low-income, single-mother 
lies, maternal employment during infancy 
the toddler years may even enhance child 
intellectual development.25 The resear 
found that children who were in good-qu 
out-of-home care during their first three yi 
while their mothers worked had higher 
scores in the second grade than those rea 
home. Other studies have also found hi 
math scores for children who had atten 
high-quality infant care than for those 
did not begin child care until later.26 Given 
fact that A Profile of Child Care Settings (PO 
and the National Child Care Staffing Sti 
(NCCSS) both found that infants tend to be 
poorer-quality programs than older child 
there is reason for concern. When out-of-hoi 
infant care is necessary, it should enhaitf* 
the child's development during the critic^ 
first year and protect its health and safety 
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HIGH COST OF INFANT CARE 
Whatever impact nonparental care ntf! 

have on young infants, one of the most imp0'' 
tant drawbacks of such care is its substantial!? 
higher cost. All forms of child care are higl* 
labor-intensive, and none more so than infai' 
care. For both developmental and safety 
sons, most experts agree that one caregivtf 

should care for no more than three or foi* 
infants at a time. 

It has been estimated that full-time infa^ 
care generally costs about one-third more tha*1 

care for older preschoolers.27 In Boston, f0' 
example, center-based care for a preschool^ 
costs an average of $150 a week, but sitniW 
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infant care costs $200.28 This is clearly 
unaffordable for most low- and moderate-
income parents, who are more likely to utilize 
loss formal arrangements, which may or may 
not be of sufficient quality. Many two-parent 
families depend on arranging split shifts at 
work so that no supplemental care arrange­
ments will be needed. Although parents often 
Jo this not only to reduce costs but also be­
cause they believe it is in the best interest of 
their children, at least one study has shown 
that such an arrangement often puts irrepa­
rable strain on the marriage.29 Clearly, this 
would not, in the long run, be in the best 
interest of the children. 

Single parents who represent the onlv 
tamily paycheck generally do not have the 
option of either arranging shift work or taking 
an unpaid leave of absence. Financial pres­
sures dictate that many parents who would 
rather take time at home with their infants 
must work. 

Most studies of child care availability indi­
cate that even when other forms of care are 
plentiful in the market, good-quality infant 
care is scarce. Because of the high cost, there 
are no easy solutions for closing this gap. Nev­
ertheless, we urge policy makers in collabora­
tion with parents and child care providers to 
^ k new strategies for making quality infant 
care more available and affordable. 

PARENTAL LEAVE 
Many child development experts question 

'he wisdom of placing newborns in full-time 
out-of-home care before parents and other fam-
'•y members have had time to fully bond with 
their new child. Pediatrician T. Berry Brazelton 
considers a minimum of three to four months 
to be necessary for such bonding to take place, 
•he Yale University Bush Center Advisory 
Committee on Infant Care Leave believes one 
year is ideal. 

Business and government are increasingly 
recognizing the dilemma faced by new par-
e n t s . A number of major corporations have 
crafted progressive family leave policies that 
allow parents to take time off, either paid or 

unpaid, for a specified period after the birth or 
adoption of a child. One of the most generous 
leave policies is offered by IBM. New parents 
may take up to one year of paid leave and up 
to two additional years of unpaid leave during 
which they must be available for part-time 
work. Health benefits are maintained during 
the entire leave period. 

Although large and medium-size firms tend 
to make leave available either through disabil­
ity insurance or through paid sick leave, a 
substantial majority of employees in small, 
medium-size, and large firms have no leave 
time available for infant care per se.30 Compa­
nies are increasingly including fathers in their 
leave policies, but it is rare that a father will 
avail himself of this opportunity. A 1986 study 
by Catalyst found that 37 percent of compa­
nies in a sample of 384 offered unpaid leave to 
fathers, but only 9 companies reported fathers 
taking advantage of the policy. 

More than half of the states have estab­
lished policies on family leave. As of early 
1992, twenty-eight states and the District of 
Columbia had passed laws requiring some type 
of leave covering private-sector or state 
employees or both.31 According to one survey, 
twenty-seven states provide employees with 
benefit protection during leave, and twenty-
three had some form of job protection. The 
survey found that extended leave was at the 
discretion of supervisors. Similarly, federal 
employees may use annual or sick leave for 
pregnancy and postpartum recovery at the dis­
cretion of supervisors.32 

In February 1993, the federal government 
established a national family leave policy by 
enacting the Family and Medical Leave Act. 
This act requires companies with more than 
fifty employees to allow up to twelve weeks of 
unpaid leave for the birth or adoption of a 
child or to care for a child, parent, spouse, or 
oneself during a serious illness. It requires com­
panies to maintain health benefits during the 
leave and to reinstate the employee to his or 
her previous job or an equivalent position upon 
return. Employees whose earnings are in the 
top 10 percent and whose leave would cause 
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serious harm to the employer are exempted. 
Because ot the exemption of small business, 
the Family and Medical Leave Act covers only 
39 percent of the total work force. 

Costs and Benefits of Parental Leave. There 
has been extensive discussion of the costs of 
mandated parental leave. Critics maintain that 
such leaves impose significant costs on 
employers, resulting in reduced employment, 
higher costs to consumers, lower wages, and 
discrimination against women of childbearing 
age. On the other hand, proponents argue that 
bv increasing the attachment of workers to 
their employers, such leaves induce efficiency 
and therebv improve productivitv. Research 
suggests that costs for paid parental leave, as 
found in most European countries, would be 
substantial. A study by Meryl Frank looked at 
the costs of a number of extensive famiiv leave 
options. These costs (in 1988 dollars) ranged 
from $1,725 billion per year for a three-month 
leave with 50 percent salary replacement to 
slightly more than $7 billion for a six-month 
leave with 100 percent replacement.'"' 

The net aggregate cost to business of a man­
dated unpaid family leave policy remains 
unclear. The GAO looked at the likely result of 
a twelve-week unpaid leave program, similar 
to that recently enacted, that would continue 
health benefits for parents with newborn or 
newly adopted children in firms with more 
than fifty workers. The GAO estimated that 
this mandated proposal would cover 39 
percent of the total work force and about 5 
percent of all U.S. firms. A little less than 40 
percent of the 2.2 million working women who 
give birth each year would be covered by the 
proposal. The GAO found there would be little 
measurable net cost to employers associated 
with replacing workers or maintaining output 
while workers are on unpaid leave. It found 
that the cost to employers, primarily the cost 
of continuation of health insurance coverage, 
would be about $244 million annually (in 1992 
dollars). When the other provisions of the leg­
islation were included (medical leave to care 
for a seriously ill child, parent, spouse, or one­
self), the total rose to $674 million. The actual 

cost of these provisions is likely to be less, 
however, because they assume all eligible 
workers take the maximum leave available.34 

Other studies focus on the economic ben­
efits of parental leave deriving from the 
increased attachment of women to the labor 
force and increased labor force stability. Such 
social benefits may be reflected in substantial 
savings to business or in higher pay to work­
ers. For instance, other researchers contend 
that the provision of unpaid leave results in 
substantial saving to business. Unlike the GAO, 
Eileen Trzcinsky and William T. Alpert esti­
mated the saving to employers for providing 
unpaid leave from reduced turnover costs. 
They found that termination rates on account 
of illness and disability (including pregnancy 
and childbirth-related disabilities) were 49 per­
cent lower for nonmanagers and nearly 94 per­
cent lower for managers in businesses that 
provide job-guaranteed unpaid medical leave 
than in businesses that do not. Because of the 
high cost of replacing workers, they deter­
mined that businesses would incur a total sav­
ing of $719 million if job-guaranteed unpaid 
medical leave were available in all businesses 
with over fifty employees.35 

Although a mandated family leave policy 
appears to result in few net costs to larger 
businesses in the aggregate, there is evidence 
that some individual firms may have diffi' 
culty complying. A three-year study by the 
Families and Work Institute of four states — 
Minnesota, Oregon, Rhode Island, and Wis­
consin — which provide a range of parental 
leave policies found that half of employers 
said it was either "extremely easy" or "moder­
ately easy" to comply with mandated leave-
Nearly 40 percent found it "neither easy nor 
difficult" to comply, and another 9 percent 
found it "difficult" to comply.36 We are par' 
ticularly concerned about those individual 
firms that have substantial difficulty provid' 
ing leave. In particular, small firms with littl e 

flexibility in personnel arrangements and 
industries that employ a large number ^ 
women are most vulnerable. In general, the 
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research is inadequate to estimate the effect of 
a mandated leave policy on these companies. 

The lack of parental leave, of course, 
imposes costs on the women who temporarily 
or permanently leave jobs for childbearing. 
For instance, a recent study estimated that the 
total earnings loss for women who bear chil­
dren and return to work within two years is 
SI 2.9 billion annually. Those with access to 
leave sacrifice 51 percent of their prebirth 
annual earnings, and those without leave lose 
86 percent. Furthermore, taxpayers may pay 
an additional $108 million in public assistance 
for these women.37 However, these costs, even 
if undesirable, are largely transfers of income 
among members of society rather than costs to 
society as a whole. 

There are also less tangible longer-term 
benefits of parental leave, however, such as 
stronger families and better developmental 
consequences for children,38 which accrue to 
society at large rather than to current workers 
or businesses. Given the uncertainty about the 
effects of nonmaternal infant care, the special 
importance to infants of high-quality care, and 
the much higher costs of caring for infants 
compared with older children, parental leave 
appears a socially cost-effective alternative to 
out-of-home infant care for families who find 
this feasible. In fact, given the societal interest 
in such care, a strong argument can be made 
for flexibly subsidizing parental leave, for in­
stance through a tax credit such as that pro­
posed by the former Administration, in cases 
where such incentives are not outweighed bv 
the burdens to firms and workers. 

Although we endorse the principle of fam­
ily leave, we are concerned that the costs of 
federally mandated leave have not been 
adequately studied. We are particularly con­
cerned that a national policy of mandated 
leave for smaller firms would entail burden­
some costs that would undermine their com­
petitiveness and reduce employment. In lieu 
o f extending mandates, we would favor 
tax-based incentives to encourage companies 
t o provide leave to parents upon the birth or 
adoption of an infant. Despite these reserva­

tions, we believe that family-friendly work­
place policies are in the best long-term 
interests of both employers and employees. 
We encourage companies of all sizes to 
develop flexible leave policies that would 
provide new parents with job protection and 
maintenance of health benefits for three to 
twelve months after childbirth. We also urge 
employers to implement other family-
friendly policies, such as providing more 
part-time work with benefits, job sharing, 
flexible scheduling, and telecommuting to 
help parents more effectively balance the 
needs of work and family. 

GOVERNING CHILD CARE AND 
EARLY CHILDHOOD EDUCATION 

There is little consistency in how child care 
and early childhood education programs are 
governed at the federal, state, and local levels. 
The 1990 legislation creating the CCDBG for­
malized state authority for detemiining stand­
ards and regulating child care. However, the 
federal government still regulates Head Start, 
which is a federal program. 

In a few communities, child care and pre­
school are coordinated by or with the public 
school authorities. California has become the 
first state to establish a cabinet-level depart­
ment that will attempt to oversee all policies 
affecting the welfare of children. For adminis­
trative purposes, all early childhood and child 
care services in California are now housed 
in the Child Development Division of the 
Department of Education. This has made it 
possible to combine funds for many programs 
and has improved coordination of services, 
assisted in establishing uniform quality stand­
ards, and provided opportunities for trying 
out innovative ideas.30 Similar efforts are 
being undertaken in Maryland and West Vir­
ginia. 

Success By 6, which began in Minneapolis 
and is now being replicated in more than two 
dozen cities around the country, is attempting 
to coordinate child care and early childhood 
programs at the local level. The city of Minne-
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apolis also has long had a deputy mayor for 
youth services who helps the mayor focus on 
the needs of children and young people. The 
governor of Minnesota recently proposed a 
new agency that would combine all state pro­
grams for children from infancy through 
postsecondary education. However, few com­
munities have true coordinating mechanisms 
and, therefore, little possibility for developing 
coherent programs and policies or account­
ability for program operation. 

We believe that there should be a clear 
assignment of responsibilities for child care 
policy at the federal, state, and local levels of 
government. A high priority should be placed 
on reducing the number of overlapping child 
care programs and developing an adminis­
trative mechanism at each level to ensure 
that child care, early childhood education, 
and other policies and programs that affect 
children are effectively coordinated, inte­
grated where possible, and made accessible 
to those who need them. 

CHILD CARE STANDARDS 
AND REGULATION 

The creation and enforcement of standards 
for child care programs is highly controver­
sial. It is difficult for policy makers to resolve 
the conflict between the desire to improve the 
quality of out-of-home care and the fear that 
regulation will restrict the market.4" Some ana­
lysts argue that uniform federal regulation or 
state regulations that specify improved ratios, 
group sizes, increased training, or credentials 
for staff could price some small providers out 
of the market, reduce the supply of affordable 
care, and raise costs for both parents and the 
public.41 However, others maintain that it is 
possible to develop standards and regulations 
at the state and local levels that are not too 
costlv or intrusive and that safeguard both 
health and safety and promote quality with­
out adversely affecting the availability of ser­
vices.42 

Over the years, numerous attempts have 
been made to promulgate child care standards 

at the federal level; but with the exception 
the short-lived Federal Interagency Day 
Requirements, which were terminated in 1 
the responsibility for establishing and e: 
ing standards has been left to the indivi 
states and localities.43 There are a few exi 
tions. Head Start has performance stand 
established by the Department of Health 
Human Services, and programs recei 
CCDBG funds are required to meet applicabit 
state and local standards. 

State child care standards for quality 
well as health and safety are highly variabfc 
This situation is partly due to the rapid grow* 
of the market for child care and preschoo 
programs resulting from the necessity of meê  
ing the custodial care needs of working p» 
ents rather than in response to a clear educa­
tional or developmental philosophy fof 
children. State licensing requirements for tratt 
ing of child care personnel, which has bea 
strongly linked to improved outcomes for chil­
dren, provide a case in point. California re­
quires twelve credits of early childhood ff 
child development courses for those in char£ 
of groups of children. Alabama requires onh 
that an individual be sixteen years old and 
able to read and write. Half the states do n** 
require any preservice training or educatit* 
for those in charge of early childhood clasfr 
rooms, and only a quarter require more thai 
ten hours of in-service training a year.44 I* 
addition, in most states, different agencies 
establish requirements for child care and earty 
education teachers, depending on the auspic* 
of the program. For example, while staf 
departments of education set standards f<* 
certification of preschool teachers in publ* 
schools, state social service agencies or health 
departments establish personnel standards f* 
child care centers.45 

Health and safety is another area in whi^ 
there is much variation from state to state-
Despite the fact that every state regulates child 
care to some extent, 43 percent of all children 
in out-of-home care are unprotected by state 
safety standards. This is primarilv because 

parly half thee 
giving five c 

states exem 
children. Thi 
Ipttths of all • 

toddlers a 
gtuabon becai 
AitfUer family 
rpntly exempt 
pous instituti 
v»fety and qv 
tuns operate 
centers.4* 

States also 
concerning qi 
croup size a 
child develo 
more than thi 
nineteen stat 
operate with 
and thirteen: 
care providei 
and toddlers 
care for as rr 
care center. > 
maximum gr 

In develc 
Vxal level, i 
different con 
hires, resou* 
child care, 
between the 
that provide 
intrusive reg 
requirement 
In a study of 
on child ca 
found that 
"ess, intrusi 
these char* 
theavailabi 
•ng staff-ch 
center-basei 
Woup size < 
are more rr, 
^at states • 
sfreamlinin 

44 



;iof 
"are 

)8U 
ore-
luai 
.ej> 
;rds 
ind ' 
ing 
ible , 

i 

nearly half the states exempt family care homes 
serving five or fewer children, and thirty-
>ix states exempt homes serving three or fewer 
children. This accounts for nearly three-
tourths of all children in family care. Infants 
and toddlers are particularly affected by this 
situation because they tend to be cared for in 
^mailer family care homes. Thirteen states cur­
rently exempt child care programs run by reli­
gious institutions from minimal standards of 
safety and quality, although such organiza­
tions operate about one-third of all child care 
centers.4* 

States also have very different regulations 
concerning quality standards in such areas as 
group size and adult-child ratio. Although 
child development experts recommend no 
more than three or four infants per caregiver, 
nineteen states allow child care centers to 
operate with five or more infants per adult, 
and thirteen states allow a single family child 
care provider to care for five or more infants 
and toddlers. In Idaho, a single caregiver can 
care for as many as twelve infants in a child 
care center. Nearly half of the states specify no 
maximum group size.47 

In developing standards at the state or 
local level, it is important to recognize that 
different communities have very different cul­
tures, resources, and needs with respect to 
child care. Distinctions should be made 
between the kinds of performance standards 
that provide goals for child care programs and 
intrusive regulations that impose overly costly 
requirements for physical space, for example. 
In a study of state regulations and their impact 
0 n child care availability, William Gormley 
found that regulations differ in their costli­
ness, intrusiveness, and enforceability and that 
these characteristics have differing effects on 
the availability of care. He found that improv-
, n g staff-child ratios may be too costly for 
center-based providers, whereas limitations on 
group size and requirements for staff training 
a r e more manageable. Gormley also suggests 
that states can help family care providers by 
streamlining their regulatory processes, elimi­

nating unnecessary regulations, and reducing 
routine inspections.48 

States can also encourage quality improve­
ments in family child care by expanding the roie 
of resource and referral (R&R) agencies, rather 
than by imposing punitive regulatory require­
ments. These agencies could serve as networks 
for family care providers to promote the aspects 
of care quality that cannot be regulated, such as 
child-staff interaction and developmentally 
appropriate curriculums.w 

We believe that there is a large public stake 
in providing protection for the health and 
safety of young children in out-of-home care 
because children cannot protect themselves and 
parents cannot continually monitor what is 
happening to their children while away from 
home. However, we believe that the states and 
localities are in the best position to adopt rea­
sonable health, safety, and quality standards 
that do not place an undue burden on provid­
ers at the local level. We would encourage states 
to develop performance standards that reflect 
current professional knowledge of the charac­
teristics that promote positive outcomes for 
young children in out-of-home care but to 
allow trade-offs among these standards. We 
also believe that federal funding for programs 
for low-income children should be contingent 
on local programs complying with state 
standards. 

THE NEED FOR BETTER 
INFORMATION ON QUALITY 

An important rationale for greater govern­
ment intervention in child care is that a shortage 
of information is preventing the market from 
operating efficiently. Some observers have noted 
that it is very difficult for parents to determine 
the quality of care their children receive. The 
child care market is very decentralized, and 
most of the information about quality is 
obtained by word of mouth, which may or may 
not be reliable. A recent qualitative survey of 
parental attitudes toward child care revealed 
that many found looking for care so stressful 
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that they usually settled on the first place that 
seemed acceptable, which often meant they 
had to find an alternative arrangement a short 
time thereafter.30 This may be because it is 
generally both difficult and expensive for par­
ents to get time off from work in order to visit 
a sufficient number of child care facilities. In 
one study of three cities, only half the parents 
using out-of-home care visited more than one 
provider before making a choice.51 Once par­
ents choose a child care setting, they must often 
rely on reports from their children, who are 
rarely able to communicate the level of qualitv 
accurately. Even if parents could spend more 
time observing a number of programs, many 
would still not choose higher quality because 
they often cannot know how the child care 
situation may affect their children later in life. 

We believe that increased research and 
public education on the characteristics and 
costs of quality child care should be a top 
priority. Parents need better information on 
how to choose the most beneficial programs 
for their children, and they need assistance 
in locating care that is of decent quality, con­
venient, and affordable. This information 
should be coordinated with other informa­
tion parents need in order to make informed 
choices and gain access to various forms of 
assistance. 

Dayton Hudson, the Minneapolis-based 
retailer, has developed an extensive program 
to address the serious gap in information 
about child care. As an outgrowth of its long-
established support of child care and other 
family-friendly corporate policies, Dayton 

DAYTON HUDSON CORPORATION'S CHILD CARE QUALITY 
AWARENESS CAMPAIGN 

The Dayton Hudson Corporation launched 
a $2.8 million public service advertising cam­
paign called "Child Care Aware" to educate 
parents about the importance of child care 
quality. The company is promoting quality care 
by providing inserts with tips on quality in its 
Target and Mervyn's advertising sections in 
newspapers and through billboards and broad­
cast ads that offer parents a toll-free national 
hotline to call for referrals to local nonprofit 
child care resources. It is also publicizing the 
importance of quality care through in-store 
promotions at Mervyn's and Target stores. The 
in-store promotions include hang tags on prod­
ucts, a brochure on child care that can be 
picked up at the service desk and front check­
out lanes, and lapel buttons worn by checkout 
clerks that say "I Care About Child Care" and 
that feature a picture of a babv. In-store events 
feature representatives from nonprofit child 
care resource and referral agencies. The cam­
paign is sponsored by Dayton Hudson, its 
foundation, and its Target and Mervyn's stores 
and is being conducted with Bonneville Com­

munications of Salt Lake City, the Child 
Care Action Campaign, and several other 
child care advocacy and professional 
groups. 

The campaign was developed as an out­
growth of the company's caregiver training 
program called "Family-to-Family " When 
5,000 child care workers in sixteen states 
had been trained, they began reporting that 
demand for their services had not increased 
as a result of improved skills. Parents, they 
asserted, were most concerned with low cost 
and convenience rather than quality and were 
"so overwhelmed trying to juggle work and 
child-rearing duties that they make hasty 
and ill-considered choices." They did not 
care whether the caregiver was licensed or 
trained, although they associated top-notch 
caregivers with abilities that are associated 
with training and licensing. Because most 
parents adamantly oppose price increases, 
many child care centers are forced to cut 
teacher pay and increase class size, thereby 
lowering the qualitv of care. 

SOURCE D.ivton Hudson Chi ld Care Aware Campaipn and IV.i// Street journal. Julv b, I W 
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Hudson has initiated a major pub.:-..- informa-
tIon campaign called "Child C ^ e Aware" 
throughout its Mervyn's and T— -et stores 
nationwide to educate parents a ^ u t the im­
portance of child care quality, ^ h i l d Care 
Aware offers parents a useful c h e c k s for judg­
ing the quality of the care they ar; using for 
their children. 

The most important mechamsrr .-. r the local 
level for bringing needed inform.-:-.on to par­
ents and coordinating resources families 
and providers is R&R agencies. However, 
many R&Rs provide only minim.-', informa­
tion about programs in their community, with­
out attempting to rate the qual-.tv of the 
programs or assist parents in their choicest In 
general, both federal and state funding for 
R&Rs is extremely limited, although about $41 
million of the 1992 CCDBG allocation of $825 
million is available to states for quality 

improvements that may, among other things, 
include R&R services. Some verv successful 
R&R agencies are run in California, Massachu­
setts, and Michigan. The California initiative is 
a public-private partnership funded by the fed­
eral and state governments and corporations53 

(see Chapter 5, page 56). 
We believe that expansion of resource and 

referral services is one of the most important 
ways to provide parents with information and 
assistance in locating quality child care. R&Rs 
can also act as networks for child care provid­
ers, particularly family care operators, to coor­
dinate training opportunities, provide profes­
sional resources, and help isolated family care 
operators maintain regular contact with other 
providers. It is important, however, that R&Rs 
also provide substantive information about 
program quality and have the authority to 
make this information available to parents. 

CHILD CARE QUALITY CHECKLIST 

Basics: 
• Is the program licensed or registered? 
• Is the group's size OK for my child's age? 
• Is the caregiver trained and experienced? 

The Place: 
• Is there enough space? 
• Are there different places for diffenmt 

activities? 
• Is the outdoor play area fenced, ha/^rd-free, 

and completely visible to the career? 
• Is the space bright and pleasant? 
• Is there an acceptable child-to-staf- -^o? 

Parents' Role: 
• Are unannounced visits OK? 
• Are there wavs for vou to get in\ - ~i ~>. 

Do the Caregivers: 
• Genuinely like children? 
• Talk to children at their eye level? 
• Share your beliefs about discipline? 
• Greet your child when you arrive? 
• Comfort children when needed? 
• Keep you up to date on your child's 

activities? 
• Make themselves available to answer your 

questions? 

Activities: 
• Are active and quiet experiences balanced? 
• Are toys safe for each age, clean, and 

available? 

SOURCE. Pav<or Hudson Child Care Aware t : : /our™/, [uly ft. 1992 
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Chapter 5 

BUILDING PUBLIC-PRIVATE 
PARTNERSHIPS FOR 
CHILD CARE DELIVERY • 

To most observers, the nation's system for 
delivering child care services is chaotic. It is a 
system that has grown haphazardly to meet 
burgeoning demand and, as a consequence, 
has little coherence for parents, providers, 
employers, and policy makers. Although the 
actual number of child care places seems to 
match the number of children needing care, 
there are many gaps in delivery that should be 
addressed through the development of a more 
coordinated and comprehensive system. 

To a significant extent, large employers have 
taken the lead in attempting to improve the 
access of their employees to affordable, qual­
ity child care. Most early efforts were focused 
on meeting the needs of their own employees, 
but a growing trend among employers is to 
work singly or in collaboration with other com­
panies and public- and private-sector agencies 
to improve child care delivery in the commu­
nities in which they operate. In this chapter, 
we examine the growing role business is play­
ing in improving child care. We also look at 
some of the alternative models for improving 
delivery that are bringing the public and pri­
vate sectors together to address child care 
needs.* 

THE ROLE OF BUSINESS IN 
IMPROVING CHILD CARE 

Companies all across the United States have 
come to recognize the benefits they can derive 
bv helping employees meet their child care 
needs and other family obligations. In the past 
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ten years, corporate involvement in child care 
has increased from an estimated 600 employ­
ers to about 5,600. Yet, this number still repre­
sents only 13 percent of the 44,000 U.S. 
employers with more than 100 employees.1 

The 1990 National Child Care Survey (NCCS) 
found that about half of all families receive 
some assistance from their employers to help 
them balance work and family needs.2 This 
assistance takes many forms: 

• R&R services to assist employees in locat­
ing child care in the community. This 
service is offered by 55 percent of large 
companies. 

• Participation in the federal Dependent Care 
Assistance Plan (DCAP), which allows 
employees to use up to $5,000 of pretax 
income to purchase child care services. This 
tax plan is available in 50 percent of large 
companies. 

• On-site or near-site child care centers. 
According to the NCCS, 10 percent of par­
ents have access to child care through their 
or their spouse's place of employment;3 the 
Families and Work Institute's estimate is 
that 13 percent of large companies main­
tain on- or near-site centers. 

• Help with the cost of child care by arrang­
ing for discounts for their employees ^ 
local centers or providing vouchers to sub' 
sidize part of the cost. 

• After-school care or summer programs for 

older children. 

•See memorandum by LUCIO A. NOTO (page 68)-
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• Creating special arrangements with hospi­
tals or emergency services to address the 
care needs of sick children. 

• Offering generous parental leave so that 
parents can stay home during all or part of 
their child's first year. This benefit is 
offered to women by 28 percent of large 
companies and to men by 22 percent. 

• Offering employees flextime, job sharing, 
or part-time positions to ease the transition 
back to work after leave time has ended. 

In addition to these options for assisting 
employees in meeting their child care needs, 
companies are becoming involved in both lim­
ited and extensive public-private partnerships 
to upgrade the child care infrastructure in the 
communities in which they operate and their 
employees live. A variety of public-private 
partnerships are discussed later in this chap­
ter, beginning on page 55. 

Whatever approaches companies decide 
to take, each organization should first assess 
its own individual needs regarding child care 
in order to determine the best course of 
action. 

The following sections describe examples 
of some creative responses companies are tak­
ing to help employees to balance work and 
family obligations more successfully. 

ON-SITE AND NEAR-SITE CENTERS 
About 900 of the nation's 1,400 on- or 

near-site child care centers are associated with 
hospitals; the rest are evenly split between 
corporations and government agencies. 
Although many think of on-site centers as 
an ideal child care solution, this option is 
either infeasible or inappropriate for most 
companies.4 

Most companies with on-site or near-site 
child care subsidize the centers substantially. 
Parents usually are charged fees on a sliding 
scale based on income and age of child. The 
Campbell Soup Company, headquartered in 
Camden, New Jersey, underwrites approxi­
mately 40 percent of its center's operating bud-
Set. The center's capacity is 135 children. 

Parents pay between $68 per week for 
kindergarten-age children and $88 per week 
for infants.5 Champion International, a major 
paper company, also subsidizes child care for 
its employees at its headquarters site in Stam­
ford, Connecticut (see "Corporate-Sponsored 
Child Care at Champion International," page 
50). 

A few companies, such as SAS Institute, 
Inc., a developer of computer software prod­
ucts, provide full subsidies. The two centers 
that SAS Institute operates at its headquarters 
in Cary, North Carolina, have a capacity of 328 
children, and parents pay only the cost of their 
children's lunches and snacks, approximately 
$2 per day.* 

An easier option for some companies is to 
contribute to a near-site child care center that 
serves the broader community. A Dow Chemi­
cal USA manufacturing plant in Plaquemine, 
Louisiana, contributes funding to a child care 
center run by River West Medical Center, a 
local hospital. In exchange for a first-year con­
tribution of $"25,000, Dow agreed to f i l l 
twenty-five slots and provide other in-kind 
support, such as periodic inspection by Dow's 
safety and security personnel to ensure the 
safety of the staff and children. Dow also pro­
vides monetary support for caregiver training 
and for vans for a summer camp program. The 
center has a total of seventy-two children 
(capacity for eighty-two), and 65 percent are 
children of Dow employees. The company sub­
sidizes the center, and the Dow employees 
who use the center receive a discount of about 
20 percent over the rates paid by nonem-
ployees.7 

Stride Rite Corporation, a manufacturer of 
shoes for children and adults, has had on-site 
child care since 1971. In 1990, one of the two 
centers expanded to include elder care. The 
Stride Rite Intergenerational Center has the 
capacity for fifty-five children and twenty-four 
elders. The program aims to meet the physi­
cal, social, and intellectual needs of both chil­
dren and elders through a carefully planned 
and supervised curriculum that fosters regu­
lar daily contact between the two groups. For 
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CORPORATE-SPONSORED CHILD CARE AT CHAMPION INTERNATIONAL 

For Andrew C. Sigler, the chairman and 
chief executive officer of Champion Interna­
tional Corporation, having a company respond 
to the needs of its employees makes good busi­
ness sense. Among the progressive employee 
benefits Champion offers are company fitness 
centers and generous family leave policies. 

"Why do we do all these things?" asks 
Sigler. "To be more competitive." With this 
philosophy in mind. Champion initiated a 
child care program at its Stamford, Connecti­
cut, location to improve productivity, attract 
top-notch employees, and improve the attitude 
of employees toward the company. With 
nearly 500 employees at the headquarters loca­
tion, a child care program made sense. 

Beginning in the early 1980s, the company 
looked at other programs in the area, and all 
failed to meet Champion's standards. It also 
tried to form partnerships with the Stamford 
school system and other businesses, but noth­
ing came of these efforts. After two failed 
attempts, says Sigler, the company decided to 
put together its own child care program. 

Champion designated a building across the 
street as the child care center, contracted with 
the King Low-Heywood Thomas Schools to 
manage it, and hired a director and an archi­
tect. Every aspect of the center was designed to 
meet the developmental needs of children. The 
center has a capacity for sixty children from 
ages three months to five years. It pays center 
employees on a scale comparable to the lower 
end of Stamford school district salaries and 

SOURCE: Champion international 

provides benefits, though not full Champion 
benefits. Start-up costs were approximately 
a half million dollars, and the annual operat­
ing budget is around $600,000. Champion 
charges parents $135 a week for the oldest 
child and 5175 for infants. Called the Down­
town Children's Center, Champion's pro­
gram also accepts children whose parents 
are not employees, although it charges them 
considerably more. 

The center has experienced no employee 
turnover problems or legal problems; only 
the high cost of quality care remains a diffi­
culty. Champion subsidized the center with 
$175,000 in 1990 but considers it worth it. 
Because the company has a child care center, 
says Sigler, it has been able to attract top-
rate local people. Other Champion locations 
are also addressing child care needs. In 
Hamilton, Ohio, for example, Champion has 
an arrangement with local hospitals so that 
if a child Is sick, the parent can bring the 
child to the hospital infirmary and does not 
have to lose a day of work. The Hamilton 
facility is also trying to set up an after-school 
program for older children. 

Mr. Sigler feels that the only way a com­
pany can start a child care program like 
Champion's is to have support from the top 
level of the corporation. He is very pleased 
with the Champion child care program — 
not only from a corporate perspective but 
also for the sake of the children the program 
benefits. 

child care, parents who are Stride Rite em­
ployees are charged on a sliding fee scale based 
on household income; employees are given a 
discount on the cost of elder care. Half of the 
child and elder care slots are available to the 
community. Low-income families receive a 
subsidy for child or elder care. 

Providing on- or near-site child care is not 
limited to large companies. Bowles Corpora­
tion, an engineering firm with only twelve 
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employees, started providing child care in the 
office in 1986, when two of its employees wer« 
unable to find suitable arrangements. The cetf 
ter has grown and has been relocated to a 
mobile home on company grounds. It employ5 

two child care workers and serves twelve chil" 
dren; seven are children of employees, and 
five are children of communitv residents.8 

Employer Liability. One barrier to estab" 
lishing child care centers often cited by coflt' 



panics is the problem of liability. In a 1989 re­
port to the U.S. Department of Labor, the Child 
Care Liability Insurance Task Force concluded 
that employers who maintain on-site and 
near-site child care centers do not perceive l i ­
ability as much of a problem and believe that 
nsk reduction is relatively easy to accomplish, 
whereas employers without child care centers 
worry most about liability and the cost of insur­
ance. Although these responses may reflect some 
genuine differences in circumstances, there is 
some evidence that the difficulties imposed 
by liability are overestimated. In one study, 
employers who had not looked into insurance 
costs were found to estimate them to be six 
times higher than actual levels. The task force 
found that in reality, the average cost of insur­
ance for an employer-sponsored center is 1 to 3 
percent of a center's operating budget, or less 
than one week's tuition in most cases. Never­
theless, the task force cautioned that other seg­
ments of the child care market, particularly fam­
ily care homes, may not enjoy the same access 
to affordable liability insurance.9 

FAMILY CARE INITIATIVES 
A more practical option for most companies 

is to try to enhance the supply of family child 
care homes. American Express and the Dayton 
Hudson subsidiaries Mervyn's and Target have 
significant initiatives in this area. American 
Express funds family child care associations and 
R&R agencies to recruit and train new provid­
ers and help them get licensed.10 

The Home-Based Care program that is run 
by America West Airlines in eight locations 
around the country provides a network of fam-
i'v child care homes for its employees. Provid­
ers, who are independent contractors, may care 
f o r no more than four unrelated children and 
no more than two children under the age of 
tvvc>. America West manages the program, 
supervising recruitment, training, and monthly 
inspections. The company also sponsors a 
t oy-lending library, and monthly visits by a 
'rained specialist provide support to the 
caregiver, offer new creative activities for the 

children, and ensure compliance with program 
standards. Caregivers must pass courses in 
pediatric first aid and cardiopulmonary resus­
citation (CPR). America West provides a sub­
sidy to parents of between 25 and 50 percent, 
and weekly fees average between $75 and $80 
for full-time care." 

EMERGENCY CHILD CARE SERVICES 
One of the most difficult forms of help for 

parents to locate is emergency care for a sick 
child. Company sick leave policies rarely allow 
parents to take time off to care for a sick child, 
and parents often have to lie in order to do so. 
Even when parents have good child care 
arrangements, children who are too sick to 
attend their regular family care home or center 
must be attended to at home. In recognition of 
this problem, a group of fifteen companies in 
New York City formed the Emergency Child 
Care Services (ECCS) initiative. Spearheaded 
by Time Wamer Inc., the program offers at-home 
care for up to three consecutive days to children 
under the age of thirteen who cannot attend 
school or their regular child care because of 
illness or other emergencies. Its purpose is to 
address short-term child care needs for employ­
ees who cannot be absent from work. 1 2 

AFTER-SCHOOL AND HOLIDAY CARE 
A number of companies are now helping 

parents meet the special care needs of school-age 
children during vacation and holiday periods. 
John Hancock Mutual Life Insurance Company's 
Kids-to-Go program offers field trips and other 
activities around the Boston area for children 
from six to thirteen. Parents pay $25 per day, 
which covers admission charges to museums 
and other locations, as well as transportation. 
"Scholarships" are available to cover up to 50 
percent of the cost for John Hancock employees 
who earn less than $30,000 per year.13 

Bausch & Lomb, a manufacturer of precision 
opticals in Rochester, New York, runs a camp 
called Kids Club for school-age children of 
employees during school holidays and sum­
mers. The company subsidizes the $90-a-week 
fee based on household income. 
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CREATING FAMILY-FRIENDLY 
WORKPLACES 

Studies by the Families and Work Institute 
have demonstrated that companies go through 
a number of evolutionary stages in the develop­
ment of workplaces that are more friendly 
toward employees who must juggle work and 
famiiv obligations. Companies often start out 
with single-strategy responses, such as offering 
child care R&R services, a DCAP, or even an 
on-site center. But with experience and changes 
in philosophy, companies often expand their 
vision of what it means to maintain a familv-
friendlv work environment and develop a 
more comprehensive and coordinated policy 
agenda. 

The institute notes that companies generally 
go through three distinct stages: In stage 1, com­
panies develop a pragmatic approach to pro­
viding a specific benefit, usually some form of 
child care assistance to meet a need they have 
determined to be of particular importance to 
employees. In stage 2, companies will develop 
an integrated approach to work-family benefits. 
In stage 3, they recognize that innovative work-
family policies can flourish only in a supportive 
corporate culture. Among companies that are 
known for having highly supportive family-
friendly workplaces are Corning Incorporated, 
IBM (see page 53), and Johnson & Johnson (see 
page 54). 

NEW APPROACHES TO CHILD 
CARE DELIVERY 

Several alternative approaches have been 
developed by experts in the field of early child­
hood education and care to improve the deliv­
ery of services at the local level. Each model 
is built on a different organizing principle. The 
Resource Center model takes a community-
centered approach that relies on R&R agencies 
to provide coordination, training, and referral. 
The "School of the 21st Century" would place 
the major institutional burden for organizing 
and coordinating child care services on schools. 
A third model is based on the concept of public-

CORNING INCORPORATED 

Coming Incorporated, a maker of glass 
and ceramic products that also runs clinical 
testing labs, developed a framework of fam­
ily-friendly policies when James R. Houghton 
took over as chief executive officer in 1983. In 
an effort to improve its financial position, Mr. 
Houghton focused the company on improv­
ing quality and identified its employees as the 
key to this effort. Coming's managers were 
charged with helping their employees balance 
their work and family responsibilities. 

Coming has built on this family-friendly 
base with programs to promote diversity. It 
established permanent Quality Improvement 
Teams (QITs) to identify barriers to advance­
ment for women and minorities and recom­
mend ways to eliminate them. The company 
also created a mentor program to identify 
women and minorities with potential and 
help them chart their career paths. 

Its family-friendly work environment has 
helped Corning cut the turnover rate among 
women managers in half. Coming currently 
provides two child care centers near its corpo­
rate headquarters in Rochester and supports 
near-site centers in other locations. It also 
supports YMCA summer camps, before-and 
after-school programs, and emergency child 
care and participates in the DCAP to help 
employees reduce their child care expenses. 
Corning also provides up to six months of 
leave for childbirth, for both new mothers and 
fathers, and leave for family illness. Adoptive 
parents also have leave available and up to 
$2,000 per child in adoption aid. The company 
provides free access to an R&R service. The 
family care specialist on the hotline gives 
information on Coming's family-friendly 
programs and advice on child care, adoption, 
and parenting. Coming also offers a variety of 
alternative work schedules, such as job shar­
ing, work at home, and compressed work­
weeks, to help parents balance work with 
family life. 

SOURCE: Corning ]ncorporait>d and The Curppru/!- Refcrm c Ou 
to Wtnk Fiimilv Proyrums 
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private partnership. One example of such a part­
nership is a Child Care Investment Fund that 
would combine public and private resources 
•md distribute them on a matching basis to 
liKally initiated child care projects. 

What each of these approaches has in com­
mon is a central philosophy of public-private 
partnership which recognizes that government, 
business, and parents have a vested interest in 
creating a delivery system for child care and 
»Mrly education that meets the diverse needs of 
communities. 

RESOURCE CENTER MODEL 
Developed by Gwen Morgan, a professor of 

w l y childhood education at Wheelock College, 
•his delivery system for child care is organized 
around a community-based Resource Center 
'hat supports parents, providers, and the 
community.14 This approach recognizes that 
Hood-quality child care already exists in manv 
(ommunities but that this base needs to be built 
"pon to ensure that overall quality is strength­

ened, that additional funding sources are found, 
that child care services match demand, and that 
parents are assured of finding accessible and 
affordable quality care for their children. 

This community-based system would exert 
a minimum of bureaucratic control and would 
not centralize the management of programs. 
Resource Centers would be nonprofit organiza­
tions and would receive both public and pri­
vate funds. 

Elements of the Resource Center model are 
being implemented in Massachusetts and Cali­
fornia. It is also currently being implemented 
in Maryland, with the strong support of the 
Maryland Employers Advisory Council on 
Child Care. Designated "The Maryland Child 
Care Resource Center Network," its primary 
goal is to improve the availability and the 
affordability of quality child care programs 
throughout the state by creating a private, non­
profit network of community-based Child Care 
Resource Centers (CCRCs) that perform the fol­
lowing functions: 

IBM 

IBM was one of the first companies to recog­
nize the implications of the changing demo­
graphics of the work force and to help its 
employees deal with the issue of balancing work 
and family. The company's approach is based 
0 n its three guiding principles: respect for the 
'ndividual, good corporate citizenship, and the 
Pursuit of excellence. 

In 1984, IBM created the first nationwide 
child care R&R service, which was emulated 
by other companies. The goal was not only to 
provide information on where to find child care 
but also to help create new child care programs 
'o meet the needs of employees and to monitor 
'he quality of the care. In November 1989, IBM 
established a $22 million fund to help increase 
'he supply and quality of child care services 
u'here IBM employees live or work. 

IBM also has several programs to help par-

RCE: IBM and The Corporate : T-Jr to Work-Familu Programs 

ents cope with other family-related issues. The 
company provides financial assistance of up to 
$50,000 per child to the parents of emotionally, 
physically, and mentally disabled children. It 
also offers adoption assistance information and 
reimburses employees for up to 80 percent of 
adoption costs or $2,500. Moreover, the com­
pany has established a SchoolSmart program to 
help parents become more effective in helping 
their children succeed in school. Other benefits 
include work and family seminars to help par­
ents balance their work and family responsibili­
ties, flexibility in arranging work schedules, and 
a video library for office or home use with vid­
eos on topics such as AIDS and teenage sub­
stance abuse. The company was one of the first 
to institute a management training program to 
sensitize managers to work and family problems 
and familiarize them with IBM's policies. 
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Identify child care needs and develop more 
child care resources 

Advise parents regarding available child 
care options 

Provide technical assistance to established 
and prospective child care providers and 
employers 

JOHNSON & JOHNSON 

Johnson & Johnson launched its "Balancing 
Work & Family" initiative in earlv 1989. The 
company had offered some family-friendly 
programs since the early 1980s through 
its LIVE FOR LIFE program; but in 1987, it 
noticed the demographics of its work force 
had shifted from almost exclusively male to a 
growing proportion of women with children 
under six and minorities. The company real­
ized it needed to implement a more compre­
hensive work and family agenda to remain 
competitive, to attract and retain top-quality 
employees, and to maintain its image as a 
family-friendly company. 

Among the programs included in the 
Johnson & Johnson Balancing Work & 
Family initiative are: 

• A program to train supervisors to handle 
work and family issues 

• Three on-site child development centers, 
with others in the planning stage, and 
support of other near-site centers 

• Programs to help families find the best 
schools for their children and a School-
Smart program that offers advice to 
parents on helping their child achieve in 
school 

• Participation in the DCAP, which allows 
employees to use pretax dollars to meet 
expenses relating to child or elder care 

• Unpaid family leave of up to one year 
with a guaranteed job on return 

• A child and elder care referral service 
• Adoption assistance covering up to 

$3,000 in expenses 
SOURCE: Johnson & Johnson and The Corporate Reference 
Guide to Work-Family Programs 

• Increase pubic awareness about child care 
issues 

The council envisions a network of Resource 
Centers in the ten regions of the state and 
a private, nonprofit Statewide Child Care 
Resource Center (SCCRC) to provide coordina­
tion and technical assistance to the CCRCs. 
Each CCRC and the SCCRC would have 
community-based advisory boards, and fund­
ing would come from a combination of public 
and private sources, including fees for services. 
CCRC services would include the recruitment 
of new providers, child care R&R counseling, 
technical assistance for employers as well as 
for current and prospective child care provid­
ers, training for providers, and parent educa­
tion. The council has initiated a three-year 
demonstration project to start up and refine 
the Maryland network, with three centers ini­
tially established in an urban, a suburban, and a 
rural setting. 

PUBLIC SCHOOLS AS A HUB FOR 
CHILD CARE 

Another approach, which is being tried in a 
number of communities, proposes to use the 
public schools as the hub of a comprehensive 
child care system, replacing the current patch­
work of programs. The best-known example of 
this approach is the School of the 21st Century, 
proposed by Edward Zigler, a founder of Head 
Start.15 The School of the 21st Century is being 
implemented in school districts in Missouri, 
Connecticut, Wyoming, Colorado, Texas, Iowa, 
and other states around the nation, and a 
design team headed by Dr. Zigler has recently 
been awarded a grant by the New American 
Schools Development Corporation to expand 
the model to additional school districts. 

The School of the 21st Century would pro­
vide child care for three- to five-year-olds at the 
school site along with before- and after-school 
care and vacation care for children between five 
and twelve. Teachers would be specially certi­
fied in early childhood education; and the 
curriculum would be developmentally appro-
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Children under age three would be cared 
for in family child care homes, by relatives, or 
by parents themselves. R&R services would 
help parents with special needs find appropri­
ate care. 

Connecting child care to elementary schools 
tnakes a great deal of sense. Schools are estab­
lished institutions within the community and 
therefore accessible to parents. Greater inte­
gration of children from a variety of economic 
classes and racial and cultural groups is pos­
sible. A developmentally based curriculum for 
preschoolers can also be used to reorganize 
curriculums in the early elementary grades, 
which many early childhood experts believe 
are too academically oriented now. 

There are also a number of drawbacks that 
make this approach impractical as a national 
model. First, the cost may be prohibitively high. 
Dr. Zigler estimates that the total cost of such a 
svstem on a national basis would be $75 to 
$100 billion, four to five times more than con­
sumers and the government together currently 
spend on child care.16 Second, the school-
based model fails to incorporate existing 
community-based public and private nonprofit 
and for-profit child care centers, which largely 
serve preschool children now and provide an 
infrastructure that should be built upon. Third, 
the availability of school facilities can be lim­
ited or variable, making it difficult to house 
the program. Many schools in older urban 
areas are in terrible condition and unsafe for 
the students currently attending them, much 
less preschoolers. 

PUBLIC-PRIVATE PARTNERSHIPS 
In most communities, business is more 

likely to become involved in providing child 
care or upgrading existing care opportunities 
if there already is government support and an 
existing child care infrastructure.17 A good deal 
of government effort has gone into trying to 
stimulate greater business involvement in child 
care. Bills offering tax credits to employers 

have been passed in thirteen states, but very 
few of these efforts have resulted in corporate 
interest in on-site programs. According to Ellen 
Galinsky and Dana Friedman of the Families 
and Work Institute, the reason for this low 
response is that most businesses prefer to help 
their employees pay for existing community-
based care services rather than create their 
own. 1 8 

Although companies are concerned prima­
rily with meeting the child care needs of their 
own employees, they have increasingly con­
cluded that they can best accomplish this goal 
by engaging in a variety of public-private part­
nerships designed to help to improve both the 
supply and the quality of child care in their 
operating communities. 

Such partnerships come in many forms. 
They may be limited to solving a specific child 
care problem for their employees or the com­
munity, or they may be more extensive and 
systemic in scope. Partnership may involve 
single companies or consortiums of compa­
nies working exclusively with child care pro­
viders, or they may involve a broad array of 
public agencies and community leaders. 

Examples of extensive partnership initia­
tives undertaken by single companies include 
the AT&T Family Care Development Fund and 
the Dayton Hudson initiative to improve fam­
ily child care. The purpose of the AT&T fund, 
established in 1989, is to increase the supply 
and improve the quality of child and elder 
care resources in communities throughout 
the country where AT&T employees live 
and work. The fund is part of a comprehen­
sive work and families benefits package 
negotiated by AT&T, the Communications 
Workers of America (CWA), and the Interna­
tional Brotherhood of Electrical Workers 
(IBEW). The fund will invest up to $25 million 
over a six-year period (1990 to 1995). Al l 
projects receiving grants must directly benefit 
both AT&T employees and the community, 
and an employee must be involved with the 
project. In its first three years, the fund 
invested $10 million in more than 380 projects 
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in twenty-six states. Moreover, the fund has 
enabled 200 child care providers to begin the 
process of earning accreditation from the 
National Association for the Educaton of 
Young Children (NAEYC).19 

In thirty-two communities, Dayton Hudson 
and its retail store chains Mervyn's and Target 
have established "Family-to-Family" programs 
to recruit, train, and provide credentials for 
family child care providers and to conduct 
consumer education campaigns on the impor­
tance of selecting quality care. 

In Colorado, Children's World Learning 
Centers, a major child care provider that is a 
subsidiary of ARA Services, has joined in part­
nership with a coalition of educational organi­
zations and government agencies. Children's 
World provides space in one of its centers to 
Head Start, the State Department of Social Ser­
vices, Employment Training Services, and Red 
Rocks Community College. Head Start uses 
one of the center's five classrooms for its pre­
school program. A second classroom is used 
as an adult training center for literacy pro­
grams, job skills, and basic parenting classes. 
In addition, Children's World provides care 
for children whose parents are attending 
classes at the center as well as full-day care for 
other children who receive subsidies from 
Social Services. 

Examples of consortium ventures include 
efforts in Charlotte (North Carolina), Dallas-
Fort Worth (Texas), Rochester (New York), and 
Minneapolis (Minnesota). In Charlotte, a joint 
venture among IBM, American Express, 
Allstate, Duke Power, and University Research 
Park built a $2 million child care center that 
exceeds state standards and is open to mem­
bers of the community as well as employees of 
the companies. In Dallas-Forth Worth, IBM 
and Travelers Corporation established a 
$375,000 program to recruit and train family 
child care providers. The program has recruited 
seventv-five new home care providers, each of 
whom can care for four to six children. In 
Rochester, Eastman Kodak, Xerox, Bausch & 
Lomb, Blue Cross/Blue Shield, and others are 
offering training and low-cost group health 

insurance for child care workers. And in Min­
neapolis, Honeywell, First Bank System, 3M, 
and twelve other companies have created a 
system of referral services and subsidized 
in-home care for sick children.20 

In September 1992, a historic, large-scale 
collaboration of major corporations, called the 
American Business Collaboration for Quality 
Dependent Care, was announced to address 
the child care needs of both employees and 
community residents across the country. 

A number of extensive public-private part­
nerships have been operating in states and at 
the local level for some time. The California 
Child Care Initiative Project (CCCIP) was 

AMERICAN BUSINESS 
COLLABORATION FOR 
QUALITY DEPENDENT CARE 

A consortium of 137 major U.S. compa­
nies, initiated by IBM and including 11 of the 
nation's leading companies, has been created 
to provide a coast-to-coast network of child 
and elder care services for their employees 
and, in some cases, nonemployees. The con­
sortium, called the American Business Col­
laboration for Quality Dependent Care 
(ABC), has raised $25.4 million to increase 
the supply and improve the quality of depen­
dent care in 300 local programs in forty-four 
communities in twenty-five states and the 
District of Columbia. Programs targeted for 
the funds include new and expanded child 
care centers, programs for school-age chil­
dren, in-home care for the elderly, and train­
ing for family child care providers. 

The 10 blue-chip companies that are 
actively involved in the consortium with IBM 
are American Telephone & Telegraph, 
American Express, Xerox Corporation, Exxon 
Corporation, Eastman Kodak Company, 
Travelers Corporation, Johnson & Johnson, 
Amoco Corporation, the Allstate unit of 
Sears, Roebuck, and Motorola Inc. The con­
sortium expects the initial costs will be offset 
by increased employee productivity. 

SOURCE: IBM and Families and Work Institute 
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developed by the BankAmerica Foundation to 
address the shortage of licensed quality care 
in the state. The partnership involves thirty-
three organizations (ten public agencies and 
twenty-three private funders) and relies on 
existing nonprofit R&R agencies to recruit and 
train family care providers. Between the 
program's inception in 1985 and 1991, funders 
have contributed $3.2 million. The project is 
now administered by the San Francisco Foun­
dation. The California Child Care Resource 
and Referral Network, a statewide support 
group for R&Rs, manages its day-to-day 
activities. In its evaluation study of the success 
of the initiative, one California county found 
that providers who were trained through the 
CCCIP were more likely to join the local fam­
ily child care association, participate in the 
Child Care Food Program, use book-lending 
services and borrow toys and equipment 
offered by the R&Rs, and seek additional 
training.21 

The Oregon Child Care Initiative was 

established in 1988 by a group of child care 
professionals, parents, educators, and em­
ployers in an attempt to replicate the California 
initiative. Funding was provided by Mervyn's, 
a department store chain and subsidiary of 
Dayton Hudson, and the Ford Foundation. 
The Oregon Community Foundation also 
contributed funds to help market the program. 
By June 1990, the Oregon initiative had raised 

tover $440,000, which has enabled it to train 
400 providers and recruit another 151 new 
providers.Another type of public-private 
partnership is the Child Care Investment Fund 
developed for the state of New York. 

Although each public-private partnership 
is unique, there are certain elements they all 
need to hold in common to be successful. The 
Families and Work Institute has developed a 
set of guidelines that all public and private 
partners should follow when considering 
involvement in a child care partnership (see 
"Guidelines for Public-Private Partnerships for 
Child Care," page 58). 

CHILD CARE INVESTMENT FUND 

The Child Care Investment Fund is the cen­
terpiece of an initiative developed by the Fami­
lies and Work Institute to foster an ongoing 
public-private partnership for improving child 
care quality and delivery in New York State. 
The fund would be available to both nonprofit 
and profit-making programs, local government 
agencies, other community entities, and net­
works or associations of family child care pro­
viders. 

Grant recipients would have to match S2 to 
every $1 from the fund, although resources 
would be targeted to low-income communities 
SOURCE: Families and Work Institute 

by reducing the fund match to $1 local for 
every $1 from the fund. The purpose of the 
grants would be to increase the supply and 
quality of child care at the local level. The fund 
itself is designed to support local initiative and 
flexibility, in recognition of the diversity of 
child care needs and preferences. 

It is envisioned that the local matching 
money would be contributed by a variety of 
private-sector sources, including businesses, 
the United Way, chambers of commerce, local 
foundations, and colleges and universities. 
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G U I D E L I N E S FOR PUBLIC-PRIVATE PARTNERSHIPS FOR C H I L D C A R E 

The Families and Work Institute offers a number 
public-private partnership for child care. 

• Identify champions who are strong, visible 
leaders with the ability to generate broad 
support from others in the community. 

• Maintain flexibility to ensure that partner­
ships are responsive to the particular needs 
of diverse communities. 

• Foster creativity among partners who can 
contribute money or services according to 
their abilities. 

• Define clear goals and expectations at the 
outset of the partnership. 

• Market the initiative in a specific, business­
like manner, demonstrating that participa­
tion in a child care partnership represents 
an important investment. 

SOURCE: Families and Work Institute 

of principles to guide development of a 

• Pay attention to process as well as out­
comes, so that the relationships among the 
vanous partners can lead to a stronger and 
longer-term commitment. 

• Maintain a local focus, which gives the part­
ners an immediate stake in results and own­
ership of the project. 

• Develop ongoing communications to share 
news and reach potential new partners. 

• Offer training and technical assistance 
to partners to help them learn to work 
together to achieve their mutual goals. 

• Build in an evaluation component, which 
can help others replicate the partnership as 
well as strengthen the existing project. 
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APPENDIX 

^ A j O R FEDERAL CHILD CARE 
PROGRAMS 

DEPENDENT CARE TAX CREDIT 
The DCTC is a nonrefundable credit against 

income tax liability for up to 30 percent of a 
limited amount of employment-related depen­
dent care expenses. Qualified dependents 
include children under the age of thirteen, a 
physically or mentally incapacitated depen­
dent of any age, and an incapacitated spouse. 
The cost of care must be incurred to allow the 
taxpayer or spouse to work, and it cannot 
exceed earned income or the income of the 
lesser-paid spouse. The maximum eligible de­
pendent care expense is S2,400 for one quali­
fied dependent and S4,800 for two or more. 

The amount of the credit depends on 
adjusted gross income (AGI); and the ceiling 
is 30 percent for income under $10,000, with a 
maximum cash value of $720 for one depen­
dent and $1,440 for two or more. The value of 
the credit is reduced by 1 percent for each 
additional $2,000 of AGI over $10,000, until at 
$28,000 the credit equals 20 percent for all 
incomes above this level. 

In order to claim the credit, the taxpayer 
must report the correct name, address, and 
social security number or taxpayer identifica-
tion number of the provider. The amount of 
expenses eligible for the dependent care tax 
credit is reduced, dollar for dollar, by the 
amount of expenses excluded from the 
taxpayer's income under the Dependent Care 
Asistance Program, which allows up to $5,000 
to be deducted from gross income. In general, 
the tax credit is less valuable than the exclu­
sion for taxpayers above the 15 percent tax 
bracket. 

CHILD CARE AND DEVELOPMENT 
BLOCK GRANT 

This program was legislated in 1990 and 
gives funds to states to provide child care 
services and improve the quality of those ser­
vices. The funds are distributed to states based 
on the proportion of children under age 
five, the number of children receiving free 
or reduced-price lunches, and the state's per 
capita income. States do not have to match 
funds. The program was authorized through 
1995 at the following levels: 1991, $750 mil­
lion; 1992, $825 million; 1993, $925 million; 
and 1994-1995, to be determined. 

States have considerable flexibility in how 
they can use the funds, but certain federal 
guidelines must be followed. 

1. Seventy-five percent of the funds must be 
used to provide child care services to eli­
gible children on a sliding fee scale accord­
ing to income. Eligible children are those 
younger than thirteen whose family income 
does not exceed 75 percent of the state's 
median income and whose parents are 
working or attending a job training or 
educational program. Priority is given to 
families with the lowest incomes or special 
needs. 

2. Of the remaining 25 percent, about 19 per­
cent of the funds are to be used to increase 
the availability of early childhood develop­
ment programs and before- and after-school 
care. Five percent is for quality improve­
ments, which may include one or more of 
the following: an R&R program, grants or 
loans to providers to meet state and local 
standards, improvements in enforcement 
of or compliance with standards, training. 
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and salary improvement for staff. The 
remaining 1 percent of the funds may be 
put to any of these uses. 

3. States must give all eligible families the 
option of either enrolling children with an 
eligible provider that has a grant from or 
contract with the block grant program or 
receiving a child care certificate that they 
can use to purchase child care. 

4. All providers who receive the funding must 
be registered with the state, comply with 
all applicable state and local laws, and meet 
minimum health and safety standards. 

SOCIAL SERVICES BLOCK GRANT, 
TITLE XX (SSBG) 

Authorized in 1977 under Title XX of the 
Social Security Act, the SSBG allocates federal 
funds directly to states for a broad variety of 
social services. The amount received is based 
on population, with no state matching funds 
required. Most states use a portion of these 
funds to provide child care services. Although 
in general there are few restrictions on how 
the money can be applied, the federal govern­
ment guidelines prohibit using funds for child 
care programs that do not meet state and local 
standards. According to the American Public 
Welfare Association, the thirty states that 
report use of the grants spend approximately 
15.3 percent on child care services. In 1992, 
$2.6 billion was allocated through the SSBG, 
which was a decline in real terms of $3.2 bil­
lion, or 55 percent, since 1977. 

DEPENDENT CARE ASSISTANCE PRO­
GRAM (DCAP) 

Also known as the Dependent Care Exclu­
sion, this tax program allows employees of 
participating companies to exclude up to $5,000 
per year in child or other dependent care 
expenses from gross income. Employees must 
report the social security number of the child 
care provider. The DCAP is generally more 
valuable than the DCTC for families above the 
15 percent tax bracket; above $18,000, the maxi­

mum tax credit would be 20 percent of the cost 
of care up to $2,400. Furthermore, the amount 
of child care expenses eligible for the DCTC ^ 
reduced dollar for dollar by the amount ex­
cluded from income under the DCAP. ^ j . 
though the DCAP potentially provides a much 
greater financial subsidy to higher-income 
families, the current utilization is small com­
pared with the tax credit, and the total amount 
received by families through the DCAP pro-
gram is $65 million, compared with $4 billion 
through the tax credit. 

FAMILY SUPPORT ACT (FSA) 
Established in 1988, the Family Support Act 

represented a major welfare reform effort that 
focuses on moving adults from the welfare 
rolls into the paid work force. The FSA recog­
nizes that child care assistance is a necessary 
part of this strategy. The act contains two sepa­
rate provisions to address different aspects of 
this need. 

• AFDC Child Care Program. States are re­
quired to guarantee child care to AFDC 
recipients if it is needed for an individual 
to accept employment, to remain employed, 
or to participate in a state-approved educa­
tion or training program. 

• Transitional Child Care Assistance. States 
must provide child care assistance to fami­
lies who leave AFDC because of increased 
earnings, hours of work, or loss of earning 
disregards in the calculation of AFDC eligi­
bility. To be eligible for transitional assis­
tance, families must have received AFDC 
in at least three of the previous six months. 
There is no federally mandated income 
limit; states determine the amount of 
a family's copayment based on a state-
designed sliding-scale formula according 
to income. 

AT-RISK CHILD CARE PROGRAM 
This program gives states matching funds 

to help them provide child care services to 
low-income working parents who are not cur-
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CHILD CARE FOOD PROGRAM 
The Child Care Food Program provides fed­

eral assistance for meals served to children in 
licensed care centers and family care homes. 
The majority of children served are between 
three and five, although older children are eli­
gible. In fiscal 1992, the program was funded 
at SI-2 billion. It is administered by the U.S. 
Department of Agriculture. 

To be eligible, at least 25 percent of the 
children in a center must receive support 
under the SSBG. Centers can be either non­
profit or for-profit. All children in qualifying 
centers can receive subsidized meals regard­
less of family income, but reimbursement rates 
vary with income on the same scale as the 
school lunch program. For family child care, 
there is no income test for meals, and all meals 
and snacks are subsidized at the same rate. 

HEAD START 
Head Start is a comprehensive child devel­

opment program administered by the Admin­
istration for Children, Youth and Families in 
the Department of Health and Human Ser­
vices. Its goals are to improve the social com­
petence, learning skills, and health and 
nutrition status of low-income children ages 
three to five. Although Head Start is often 
thought of as a federal child care program for 
poor children, the vast majority (91 percent) of 
Head Start programs offer only part-day and 
part-year services. In addition, there are fairly 
rigorous parent-involvement requirements that 
make it difficult, if not impossible, for many 

children with working parents to participate 
in the program. 

At least 90 percent of the children served in 
a Head Start program must come from fami­
lies with incomes at or below the state poverty 
line, and at least 10 percent of the enrollment 
slots must be reserved for disabled children. 
Grants are awarded by Department of Health 
and Human Services regional agencies to pub­
lic agencies, nonprofit organizations, and 
local school systems. 

During the 1990-1991 school year, approxi­
mately 50 percent of Head Start families were 
receiving AFDC benefits, and about 71 per­
cent had incomes of less than $9,000 per year. 
Forty-five percent of the household heads in 
Head Start families were unemployed, and 33 
percent were employed full time. 

A D D I T I O N A L INCOME SUPPLEMENT 
PROGRAMS FOR FAMILIES 

Earned Income Tax Credit (EITC). 
The Earned Income Tax Credit is not meant to 
offer direct assistance for child care; but like 
the DCTC, it provides work incentives and an 
income supplement for families with children 
under age nineteen. Unlike the DCTC, the EITC 
is refundable; so even if a family has no tax 
liability, it will receive a benefit from this 
program. Eligible low-income workers could 
claim a credit of up to 17.6 percent (18.4 per­
cent for more than one child) of the first $7,570 
of earned income for 1992. The maximum credit 
amount in 1992 was $1,324 for one child, and 
the credit was phased out for workers with 
earned income over $22,370. 

Supplemental Newborn Tax Credit. An 
additional supplemental credit is available for 
children under one year of age at the end of 
the calendar year. In 1992, the supplemental 
credit was 5 percent of the first $7,520 of earned 
income, and the maximum credit is $376. A 
taxpayer may not also claim the DCTC for any 
child for whom the individual receives this 
supplemental credit. 
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MEMORANDA OF COMMENT, RESERVATION, 
OR DISSENT 

Page 1, OWEN B. BUTLER, with which JAMES 
Q. RIORDAN has asked to be associated 

I do not believe the policy statement gives 
sufficient weight to individual choices as op­
posed to "cultural, social, and economic 
changes " in explaining the increased demand 
for child care. Unmarried women do not be­
come mothers entirely by accident — choices 
are made. Our society does not compel both 
parents of young children to enter the work 
force — choices are made. In many cases, par­
ents of young children are not forced to sepa­
rate — choices are made. Although the policy 
statement indicates on page 7 that living stan­
dards are reduced by the loss of unpaid house­
hold work when women go into the labor force, 
in mv view, insufficient attention is paid to the 
parental investment in child rearing and other 
household duties, which are not counted in 
gross domestic product. 

Pages 10 and 29, OWEN B. BUTLER, with 
which JAMES Q. RIORDAN has asked to be 
associated 

While I agree we must invest more money 
in child care, I disagree vigorously with the 
proposal to make the dependent child care tax 
credit refundable. There is no evidence that 
simply mailing checks to parents who cannot 
(or choose not to) earn enough money to have 
any federal income tax liability is the most 
efficient and effective way to spend extra funds. 
As the policy statement repeatedly states, we 
must work on this problem with very limited 
resources. Each dollar we spend should be 
caretullv and precisely targeted to programs 

that have been evaluated and have been proven 
to work. 

The policy statement implies that the de­
pendent care tax credit is misdirected because 
it favors "middle- and upper-income famihes." 
In fact this credit already makes our federal 
income tax much more "progressive." For ex­
ample, a single parent earning about $15,000 
per year and paying $2,400 for child care is 
able to exempt the equivalent of nearly twice 
that amount from taxable income (because the 
tax rate is only 15 percent while the credit is 
nearly 30 percent). On the other hand, a single 
parent earning substantially more than that 
amount is able to exempt the equivalent of 
only about two-thirds of the actual expendi­
ture for child care (because the tax rate is about 
30 percent and the credit is only 20 percent). 

Page 48, LUCIO A. NOTO, with which JAMES 
Q. RIORDAN has asked to be associated 

I am concerned that Chapter 5 of the policy 
statement does not address the cost aspects of 
corporate-provided child care programs. Cor­
porate programs are highlighted without an 
indication as to how they may be related to the 
cost of other employee programs or a 
company's operations, geographical location-
needs, preferences, and other consideration* 
which drive decisions on child care or othef 
choices on how to spend corporate moneV 
Other chapters in the statement present a p^S" 
matic view of child care issues with a compre| 
hensive analysis of contributing factors-
would have like to have seen the same pra8" 
matism and analysis applied to Chapter o. 
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OBJECTIVES OF THE COMMITTEE FOR 
ECONOMIC DEVELOPMENT 

For 50 years, the Committee for Economic 
Development has been a respected influence 
on the formation of business and public policy. 
CED is devoted to these two objectives: 

To develop, through objective research and 
informed discussion, findings and recommenda­
tions for private and public policy that will contrib­
ute to preserving and strengthening our free soci­
ety, achieving steady economic growth at high 
employment and reasonably stable prices, increas­
ing productivity and living standards, providing 
greater and more equal opportunity for every citi­
zen, and improving the quality of life for all. 

To bring about increasing understanding by 
present and future leaders in business, govern­
ment, and education, and among concerned citi­
zens, of the importance of these objectives and the 
ways in which they can be achieved. 

CED's work is supported by private 
voluntary contributions from business and 
industry, foundations, and individuals. It is 

independent, nonprofit, nonpartisan, and 
nonpolitical. 

Through this business-academic partner­
ship, CED endeavors to develop policy state­
ments and other research materials that 
commend themselves as guides to public and 
business policy; that can be used as texts in 
college economics and political science courses 
and in management training courses; that wil] 
be considered and discussed by newspaper 
and magazine editors, columnists, and com­
mentators; and that are distributed abroad to 
promote better understanding of the Ameri­
can economic system. 

CED believes that by enabling business 
leaders to demonstrate constructively their con­
cern for the general welfare, it is helping busi­
ness to earn and maintain the national and 
community respect essential to the successful 
functioning of the free enterprise capitalist 

•system. 
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The Liberty Corporation 

LEON C. HOLT, JR., Retired Vice Chairman 
Air Products and Chemicals, Inc. 
MATINA S. HORNER, Executive Vice President 
TIAA-CREF 

JAMES R. HOUGHTON, Chairman and 
Chief Executive Officer 

Coming Incorporated 

WILLIAM R. HOWELL, Chairman and 
Chief Executive Officer 

J.C. Penney Company, Inc. 
CORDELL W. HULL, Executive Vice President and 

Director 
Bechtel Group, Inc 
ROBERT J. HURST, General Partner 
Goldman Sachs 4 Co. 
SOL HURWITZ, President 
Committee for Economic Development 
ALICE STONE ILCHMAN, President 
Sarah Lawrence College 
DAVID W. JOHNSON. President and 

Chief Executive Officer 
Campbell Soup Co. 
ERIC G. JOHNSON. President and 

Chief Executive Officer 
Tri-Star Associates, Inc. 
JAMES A. JOHNSON. Chairman and 

Chief Executive Officer 
Fannie Mae 
JAMES R. JONES.. Chairman and 

Chief Executive Officer 
Amencan Stock Exchange 
JERRY R. JUNKINS, Chairman, President and 

Chief Executive Officer 
Texas Instruments, Inc. 
PRES KABACOFF, President and Co-Chairman 
Historic Restoration, Inc. 
EDWARD A. KANGAS, Managing Partner 
Deloitte & Touche 
HELENE L. KAPLAN, Of Counsel 
Skadden Arps Slate Meagher Sc Flom 
JOSEPH E. KASPUTYS, Chainnan, President 

and Chief Execuhve Officer 
Primark Corporation 
EAMON M. KELLY. President 
Tulane University 
ELIZABETH T. KE.W'AN. President 
Mount Holyoke College 
PATRICK W. KENNY, Group Executive. 

Finance & Administration 
Aetna Life Sc Casualty 
DONALD R. KEOUGH, Chairman 
Allen Sc Co. 
THOMAS J. KLLTZNICK, President 
Thomas J. Klutzmck Company 
CHARLES F. KNIGHT, Chairman and 

Chief Executive Officer 
Emerson Electric Co. 
ALLEN J. KROWE, Vice Chairman 
Texaco Inc. 
RICHARD). KRUIZENGA 
Irving, Texas 
DANIEL J. KRUMM, Chainnan 
Maytag Corporation 

CHARLES R. LEE, Chairman and 
Chief Executive Officer 

GTE Corporation 
FRANKLIN A. LINDSAY, Retired Chairman 
Itek Corporation 

EDWIN LUPBERGER, Chairman and 
Chief Executive Officer 

Entergy Corporation 
BRUCE K. MACLAURY, President 
The Brookings Institution 

RICHARD B. MADDEN, Chairman and 
Chief Executive Officer 

Potlatch Corporation 
COLETTE MAHONEY, RSHM, Chairman 
Lynn University 
WILLIAM F. MAY, Chairman and 

Chief Executive Officer 
Statue of Liberty - Ellis Island Foundation, Inc. 
JEWELL JACKSON MCCABE, President 
McCabe Associates 
ALONZO L. MCDONALD, Chairman and 

Chief Executive Officer 
Avenir Group, Inc. 
JOHN F MCGILLICL'DDY. Chairman and 

Chief Executive Officer 
Chemical Banking Corporation 

EUGENE R. MCCRATH, Chairman, President and 
Chief Executive Officer 

Consolidated Edison Company of New York, Inc. 
HENRY A. MCKINNELL, Executive Vice President 

and Chief Financial Officer 
Pfizer Inc. 
DAVID E. MCKINNEY 
New Canaan, Connecticut 
R. CLAYTON MCWHORTER, Chainnan, 

President and Chief Executive Officer 
Healthtrust Inc 
ROBERT E. MERCER. Retired Chairman 
The Goodyear Tire & Rubber Company 
RUBEN F. METTLER, Retired Chairman and 

Chief Executive Officer 
TRW Inc. 
PHILIP B. MILLER, Vice Chainnan 
Saks Fifth Avenue 
SYBIL C. MOBLEY, Dean, School of Business 

and Industry 
Florida A&M University 
lOHN C. MORLEY. President and 

Chief Executive Officer 
Reliance Electric Company 

DEAN O. MORTON, 
Palo Alto, California 
J. RICHARD MUNRO, Chainnan, Executive 

Committee 
Time Wamer Inc. 

KENT C NELSON, Chairman and 
Chief Executive Officer 

United Parcel Corporation 
MARILYN C. NELSON. Vice Chairman 
Carlson Holdings, Inc. 
JOSEPH NEUBAUER, Chairman and 

Chief Executive Officer 
ARA Services, Inc. 
BARBARA W. NEWELL. Regents Professor 
Florida State University 

LUCIO A. NOTO, President and 
Chief Operating Officer 

Mobil Corporation 

'Lift Truster 



ROBERT A. CHARPIE, Retired Chairman 
Cabot Corporation 

ROBERT CIZIK, Chairman 
Cooper Industries Inc. 
RICHARD A. CLARKE, Chairman and 

Chief Executive Officer 
Pacific Gas and Electric Company 
A. W. CLAUSEN, Chairman, Executive Committee 
BankAmerica Corporation 
JOHN L. CLENDENIN, Chairman and 

Chief Executive Officer 
BellSouth Corporation 

JOHNNETTA B. COLE, President 
Spelman College 
•EMILIO G. COLLADO 
Locust Valley, New York 
ROBERT L. CRANDALL, Chairman and President 
AMR/American Airlines 

THOMAS H. CRUIKSHANK, Chairman and 
Chief Executive Officer 

Halliburton Company 
RONALD R. DAVENPORT. Chairman of 

the Board 
Sheridan Broadcasting Corp 

BARBARA K. DEBS 
Greenwich, Connecticut 
ALFRED C. DECRANE, JR., Chairman and Chief 

Executive Officer 
Texaco Inc. 
JOHN DIEBOLD, Chairman 
The JD Consulting Group, Inc 

WILLIAM H. DONALDSON, Chainnan and 
Chief Executive Officer 

New York Stock Exchange 

JOSEPH L. DOWNEY, Senior Vice President 
The Dow Chemical Company 
FRANK P DOYLE, Executive Vice President 
GE 
E. LINN DRAPER, JR., Chainnan, President and 

Chief Executive Officer 
American Electric Power Company 
GEORGE C. EADS, Vice President. Worldwide 

Economic & Market Analysis 
General Motors Corporation 
W D. EBERLE. Chainnan 
Manchester Associates. Ltd. 
WILLIAM S. EDGERLY, Chainnan 
Foundation for Partnerships 
WALTER Y. ELISHA, Chairman and 

Chief Executive Officer 
Springs Industries, Inc. 
WILLIAM T. ESREY, Chainnan and 

Chief Executive Officer 
Sprint 
THOMAS J. EYERMAN, President, 
Delphi Associates Limited 
JERRY FARRINGTON, Chairman and 

Chief Executive 
Texas Utilities Company 
KATHLEEN FELDSTEIN, President 
Economics Studies, Inc. 
RONALD E. FERGUSON, Chainnan, President 

and Chief Executive Officer 
General RE Corporation 
WILLIAM C. FERGUSON, Chairman and 

Chief Executive Officer 
NYNEX Corporation 

RICHARD B. FISHER. Chainnan 
Morgan Stanley Group, Inc. 

•EDMUND B. FITZGERALD. Managing Director 
Woodmont Associates 
NORMAN C. FRANCIS, President 
Xavier University of Louisiana 
•WILLIAM H. FRANKLIN, Retired Chainnan of 

the Board 
Caterpillar Inc. 

HARRY L. FREEMAN, President 
The Freeman Company 
ELLEN V. FUTTER, President 
Bamard College 

RICHARD L. GELB, Chairman and 
Chief Executive Officer 

Bristol-Mvers Squibb Company 
JOHN A. GEORGES, Chainnan and 

Chief Executive Officer 
International Paper Company 
RAYMOND V. GILMARTIN, Chainnan, President 

and Chief Executive Officer 
Becton Dickinson and Company 
SAM L. GINN, Chainnan and 

Chief Executive Officer 
Pacific Telesis Group 
BOYD E. GIVAN, Senior Vice President and 

Chief Financial Officer 
The Boeing Company 
WILLIAM L. GLADSTONE, Retired Co-Chief 

Executive 
Emst & Young 

CAROL R. GOLDBERG, President 
The AVCAR Group, Ltd. 
JOSEPH T. GORMAN, Chairman and 

Chief Executive Officer 
TRW Inc. 
EARL C. GRAVES, Publisher and 

Chief Executive Officer 
Black Enterprise Magazine 

HANNA H. GRAY, President 
University of Chicago 
GERALD GREENWALD, President 
Olympia & York Developments, Ltd. 
CLIFFORD J. GRUM, Chairman and 

Chief Executive Officer 
Temple-Inland Inc. 
JOHN H. GUTFREUND 
New York, New York 

JOHN R. HALL, Chainnan and 
Chief Executive Officer 

Ashland Oil Inc. 

RICHARD W. HANSELMAN, Retired Chairman 
Genesco Inc. 
PAUL HARDIN, ChanceUor 
University of North Carolina-Chapel Hill 
CHARLES M. HARPER, Chairman 
ConAgra, Inc. 

JOHN T. HARTLEY, Chainnan and Chief 
Executive Officer 

Harris Corporation 

PHILIP M. HAWLEY, Retired Chainnan of the Board 
Carter Hawley Hale Stores, Inc. 
RODERICK M. HILLS, Chairman, International 

Practice Group 
Shea & Gould 
DONALD P. HILTY, Corporate Economist 
Chrysler Corporation 

'Life Trustee 



DONALD M. STEWART, President 
The College Board 
WILLIAM P. STIRITZ, Chairman of the Board 
Ralston Purina Company 

ROGER W. STONE, Chairman, President and 
Chief Executive Officer 

Stone Container Corporation 

MATTHEW J. STOVER, President and 
Chief Executive Officer 

AGS Computers, A NYNEX Company 

JAMES N. SULLIVAN, Vice Chainnan of 
the Board 

Chevron Corporation 
ANTHONY P. TERRACCIANO, Chainnan, 

President and Chief Executive Officer 
First Fidelity Bancorporation 
RICHARD L. THOMAS, Chairman, President and 

Chief Executive Officer 
First Chicago Corporation 
JAMES A. THOMSON, President and 

Chief Executive Officer 
RAND 
ALAIR A. TOWNSEND, Publisher 
Grain's New York Business 

THOMAS A. VANDERSLICE, Chainnan and 
Chief Executive Officer 

M/A-Com, Inc. 
RICHARD A. VOELL, President and 

Chief Executive Officer 
The Rockefeller Group 
MICHAEL H. WALSH, Chairman and 

Chief Executive Officer 
Tenneco Inc. 
ALVA O. WAY, Chairman 
IBJ Schroder Bank & Trust Co. 
ARNOLD R. WEBER, President 
Northwestern University 
LAWRENCE A. WEINBACH, Managing Partner-

Chief Executive 
Arthur Andersen & Co, SC 

HARVEY A. WEINBERG, Former Chairman and 
Chief Executive Officer 

Hartmarx Corporation 

WILLIAM L. WEISS. Chairman and 
Chief Executive Officer 

Ameritech 

JOHN F. WELCH, JR., Chairman and 
Chief Executive Officer 

GE 

JOSH S. WESTON, Chairman and 
Chief Executive Officer 

Automatic Data Processing, Inc. 
DOLORES D. WHARTON, President 
The Fund for Corporate Initiatives, Inc. 

EDWARD E. WHIT ACRE, JR., Chairman and 
Chief Executive Officer 

Southwestern Bell Corp. 

W. S.WHITE, JR. 
Columbus, Ohio 

HAROLD M. WILLIAMS, President 
The J. Paul Getty Trust 

J. KELLEY WILLIAMS, Chainnan and 
Chief Executive Officer 

First Mississippi Corp. 

MARGARET S. WILSON, Chainnan of the Board 
Scarbroughs 

ROBERT C. WINTERS, Chairman and 
Chief Executive Officer 

The Prudential Insurance Company of America 
RICHARD D. WOOD, Chainnan 
Eli Lilly and Company 

WILLIAM S. WOODSIDE, Chairman 
Sky Chefs, Inc. 
M. CABELL WOODWARD, JR., Retired Vice 

Chairman 
ITT Corporation 
MARTIN B. ZIMMERMAN, Chief Economist 
Ford Motor Company 

CHARLES J. ZWICK. Retired Chainnan 
Southeast Banking Corp. 

'Lift Trustee 



JAMES J. O'CONNOR, Chairman and 
Chief Executive Officer 

Commonwealth Edison Company 
DEAN R. OHARE, Chairman and 

Chief Executive Officer 
Chubb Corporation 
LEIF H. OLSEN, President 
Leif H. Olsen Investments, Inc. 
JOHN D. ONG, Chairman of the Board and 

Chief Executive Officer 
The BFGoodrich Company 

ANTHONY J.F. OREILLY, Chairman, President 
and Chief Executive Officer 

H.J. Heinz Company 
RICHARD DE J. OSBORNE, Chairman, President 

and Chief Executive Officer 
ASARCO Incorporated 
ROBERT J. OTOOLE, Chairman and 

Chief Executive Officer 
A. O. Smith Corporation 
NORMA PACE, President 
Economic Consulting & Planning Inc. 
WILLIAM R. PEARCE, Vice Chairman 
Cargill, Incorporated 

JERRY K. PEARLMAN, Chairman, President and 
Chief Executive Officer 

Zenith Electronics Corporation 

VICTOR A. PELSON, Group Executive and 
President, Communications Services 

AT&T 
LAWRENCE PERLMAN, President and 

Chief Executive Officer 
Ceridian Corporation 
PETER G. PETERSON, Chairman 
The Blackstone Group 

DEAN P. PHYPERS 
New Canaan, Connecticut 
HAROLD A. POLING. Chairman and 

Chief Executive Officer 
Ford Motor Company 

S. LAWRENCE PRENDERGAST, Vice President 
and Treasurer 

AT&T 
ROBERT M. PRICE, Retired Chairman and 

Chief Executive Officer 
Control Data Corporation 
ROBERT L. PURDUM, Chairman and 

Chief Executive Officer 
Armco Inc. 
JAMES J. RENIER, Chairman, Executive 

Committee 
Honeywell Inc. 
FRANK H. T. RHODES, President 
Cornell University 

WILLIAM R. RHODES, Vice Chairman 
Citibank/Citicorp 
WILLIAM C. RICHARDSON, President 
The Johns Hopkins University 
JAMES Q. RIORDAN 
Stuart, Florida 
VIRGIL ROBERTS, President 
Dick Griffey Productions/Solar Records 
IAN M. ROLLAND, Chairman and 

Chief Executive Officer 
Lincoln National Corporation 
DANIEL ROSE, President 
Rose Associates, Inc. 

LANDON H. ROWLAND, President and 
Chief Executive Officer 

Kansas City Southern Industries, Inc. 
NEIL L. RUDENST1NE, President 
Harvard University 

CHARLES S. SANFORD, JR., Chairman and 
Chief Executive Officer 

Bankers Trust Company 

VINCENT A. SARNI, Chairman and 
Chief Executive Officer 

PPG Industries, Inc. 
HENRY B. SCHACHT, Chainnan 
Cummins Engine Company, Inc. 
WILLIAM A. SCHREYER, Chairman 
Merrill Lynch & Co. Inc. 

DONALD J. SCHUENKE, Chainnan and 
Chief Executive Officer 

The Northwestern Mutual Life Insurance Company 

ROBERT G. SCHWARTZ, Retired Chairman, 
President and Chief Executive Officer 

Metropolitan Life Insurance Co. 
J L. SCOTT, Director 
American Stores Company 

ERVIN R. SHAMES, Chairman, President and 
Chief Executive Officer 

Stride Rite Corporation 
C. R. SHOEMATE, Chainnan, President and 

Chief Executive Officer 
CPC International Inc. 
WALTER H. SHORENSTEIN, Chainnan of 

the Board 
The Shorenstein Company 
•GEORGE P. SHULTZ, Distinguished Fellow 
The Hoover Institution 

ROCCO C. SIC1L1ANO 
Beuerly Hills, California 
ANDREW C. SIGLER, Chainnan and 

Chief Executive Officer 
Champion International Corporation 

CHARLES R. SITTER, President 
Exxon Corporation 
FREDERICK W. SMITH, Chairman, President and 

Chief Executive Officer 
Federal Express Corporation 

RAYMOND W. SMITH, Chairman and 
Chief Executive Officer 

Bell Atlantic Corporation 

SHERWOOD H. SMITH, JR., Chainnan and 
Chief Executive Officer 

Carolina Power & Light Company 

WILLIAM D. SMITHBURG, Chairman and 
Chief Executive Officer 

Quaker Oats Company 

TIMOTHY P. SMUCKER, Chairman 
The J.M. Smucker Company 
ELMER B. STAATS, Former Comptroller General 

of the United States 

STEPHEN STAMAS, Chainnan 
New York Philharmonic 

RICHARD J. STEGEMEIER, Chairman and 
Chief Executive Officer 

Unocal Corporation 
PAUL G. STERN, Chainnan 
Northern Telecom Limited 
PAULA STERN, President 
The Stem Group 

'Life Trustee 



GEORGE M. KELLER, Chainnan ot the Board, 
Retired 

Chevron Corporation 
DAVID M. KENNEDY 
Salt Lake City, Utah 
JAMES R. KENNEDY 
Manalapan. Florida 
TOM KILLEFER, Chainnan Ementus 
United States Trust Company ot New York 
CHARLES N. KIMBALL, President Emeritus 
Midwest Research Institute 

CHARLES M. KITTRELL 
Bartlesville, Oklahoma 
PHILIP M. KLUTZNICK, Senior Partner 
Klutznick Investments 

HARRY W. KNIGHT, Chairman of the Board 
Hillsboro Associates, Inc. 

ROY G. LUCKS 
San Francisco, California 
ROBERT W. LUNDEEN, Retired Chairman 
The Dow Chemical Company 
RAY W. MACDONALD, Honorary Chairman of 

the Board 
Bunoughs Corporation 
IAN MACGREGOR, Retired Chairman 
AMAX Inc. 

FRANK L. MAGEE 
Stahlstown, Pennsylvania 
STANLEY MARCUS, Consultant 
Dallas, Texas 
AUGUSTINE R. MARUSI 
Red Bank, New Jersey 
OSCAR G. MAYER, Retired Chainnan 
Oscar Mayer St Co. 
L.F. MCCOLLUM 
Houston, Texas 
GEORGE C. MCCHEE, Former U.S. Ambassador 

and Under Secretary of State 
Washington, D C. 
JAMES W. MCKEE, JR., Retired Chairman 
CPC International, Inc. 
CHAMPNEY A. MCNAIR, Retired Vice Chairman 
Trust Company of Georgia 
J. W. MCSWINEY, Retired Chainnan of the Board 
The Mead Corporation 
CHAUNCEY J. MEDBERRY, III, Retired 

Chairman 
Bank of Amenca N T. & S A. 
LORIMER D. MILTON, Former President 
Citizens Trust Company 
DON G. MITCHELL 
Summit, New Jersey 
LEE L. MORGAN, Retired Chairman of the Board 
Caterpillar, Inc. 

ROBERT R. NATHAN, Chairman 
Nathan Associates, Inc. 
ALFRED C. NEAL 
Harrison, New York 
J. WILSON NEWMAN, Retired Chairman 
Dun & Bradstreet Corporation 
CHARLES W. PARRY, Retired Chairman 
Aluminum Company of America 

JOHN H. PERKINS, Former President 
Continental Illinois National 

Bank and Trust Company 
HOWARD C. PETERSEN 
Washington, D C. 

C. WREDE PETERSMEYER 
Vero Beach, Florida 

RUDOLPH A. PETERSON, President and Chief 
Executive Officer (Ementus) 

BankAmerica Corporation 

EDMUND T. PRATT, Chainnan Emeritus 
Pfizer Inc. 

R. STEWART RAUCH. Former Chairman 
The Philadelphia Savings Fund Society 
AXEL G. ROSIN, Retired Chairman 
Book-of-the-Month Club, Inc. 

WILLIAM M. ROTH 
San Francisco, California 

GEORGE RUSSELL 
Bloomfield, Michigan 
JOHN SAGAN, President 
John Sagan Associates 

RALPH S. SAUL. Retired Chairman of the Board 
CIGNA Companies 

GEORGE A. SCHAEFER, Retired Chainnan 
and Chief Executive Officer 

Caterpillar, Inc. 

MARK SHEPHERD. JR.. Retired Chainnan 
Texas Instruments, Inc. 

RICHARD R. SHINN, Retired Chairman and 
Chief Executive Officer 

Metropolitan Life Insurance Co. 
NEIL D. SKINNER 
Indianapolis, Indiana 
ELLIS D. SLATER 
Landrum, South Carolina 
DONALD B. SMILEY 
Greenwich, Connecticut 
DAVIDSON SOMMERS 
Washington, D C. 

ELVIS J.STAHR, JR., Executive 
'Vice President 

Public Resource Foundation 
FRANK STANTON, President Ementus 
CBS, Inc. 

EDGAR B. STERN, JR., Chainnan of the Board 
Royal Street Corporation 
J. PAUL STICHT, Retired Chainnan 
RJR Nabisco, Inc. 
ALEXANDER L. STOTT 
Fairfield, Connecticut 
WAYNE E. THOMPSON, Past Chainnan 
Merritt Peralta Medical Center 

CHARLES C. TILUNCHAST, JR. 
Providence, Rhode Island 
HOWARD S. TURNER, Retired Chairman 
Turner Construction Company 
L. S. TURNER, JR. 
Dallas, Texas 
ROBERT C. WEAVER 
New York, New York 
JAMES E. WEBB 
Washington, D.C. 
SIDNEY J. WEINBERG. JR.. Limited Partner 
The Goldman Sachs Group, LP. 
GEORGE WEISSMAN. Retired Ouinnan 
Philip Morris Companies Inc. 
ARTHUR M. WOOD 
Chicago, Illinois 



CED HONORARY TRUSTEES 

RAY C. ADAM, Retired Chainnan 
NIL Industries 
O. KELLEY ANDERSON 
Boston, Massachusetts 

ROBERT O. ANDERSON, President 
Hondo Oil tc Gas Company 

ROY L. ASH 
Los Angeles, California 
SANFORD S. ATWOOD, President Emeritus 
Emory University 
ROBERT H. B. BALDWIN, Retired Chairman 
Morgan Stanley Group Inc. 

JOSEPH W. BARR 
Hume, Virginia 

GEORGE F. BENNETT, Chairman Emeritus 
State Street Investment Corporation 
HAROLD H. BENNETT 
Salt Lake City, Utah 

JACK F. BENNETT, Retired Senior Vice President 
Exxon Corporation 

HOWARD W. BLAUVELT 
Charlottesville, Virginia 

FREDJ. BORCH 
New Canaan, Connecticut 
MARVIN BOWER, Director 
McKinsey <Sc Company, Inc 
HARRY G. BUBB, Chainnan Emeritus 
Pacific Mutual Life Insurance 
JOHN L. BURNS 
Greenwich, Connecticut 

THOMAS D. CABOT. Honorarv Chainnan of the 
Board 

Cabot Corporation 
PHIUP CALDWELL, Senior Managing Director 
Sheanon Lehman Brothers, Inc. 
RAFAEL CARRION, JR., Retired Chainnan of 

the Board 
Banco Popular de Puerto Rico 
EDWARD W. CARTER, Chainnan Ementus 
Carter Hawley Hale Stores, Inc. 
EVERETT N. CASE 
Van Homesville, New York 
HUGH M. CHAPMAN, Chairman 
NationsBank South 

HUNG WO CHING, Chairman of the Board 
Aloha Airlines, Inc. 
WALKER L. CISLER 
Overseas Advisory Service 
E. H. CLARK, JR., Chairman and Chief 

Executive Officer 
The Friendship Group 
W. GRAHAM CLAYTOR, JR., Chairman, President 

and Chief Executive Officer 
Amtrak 

ROBERT C. COSGROVE 
Naples, Florida 
GEORGE S. CRAFT 
Atlanta, Georgia 

DOUGLAS D. DANFORTH, Retired Chainnan 
Westinghouse Electric Corporation 
JOHN H. DANIELS, Rerired Chainnan and 

Chief Executive Officer 
Archer-Daniels Midland Co. 
RALPH P. DAVIDSON 
Washington, D.C. 

ARCHIE K. DAVIS, Chairman of the Board 
(Retired) 

Wachovia Bank and Trust Company, N.A. 
DOUGLAS DILLON 
New York, New York 

ROBERT R. DOCKSON, Chainnan Emeritus 
CalFed, Inc. 

ALFRED W. EAMES, JR., Retired Chainnan 
Del Monte Corporation 

LYLE EVERINGHAM, Retired Chainnan 
The Kroger Company 

FRANCIS E. FERGUSON, Retired Chainnan of 
the Board 

Northwestern Mutual Life Insurance Company 
JOHN T. FEY 
Jamestown, Rhode Island 

JOHN H. FILER. Partner 
Tyler, Cooper & Alcom 
JOHN M. FOX 
Orlando, Florida 
DON C. FRISBEE, Chairman 
PacifiCorp 

W. H. KROME GEORGE, Retired Chainnan 
Aluminum Company of America 
WALTER B. GERKEN. Chainnan, Execuhve 

Committee 
Pacific Mutual Life Insurance Company 
PAULS. GEROT. 
Wayzata, Minnesota 
L-INCOLN GORDON, Guest Scholar 
The Brookings Institution 

KATHARINE GRAHAM. Chairman 
The Washington Post Company 

JOHN D. GRAY, Chainnan Emeritus .-..s.^ 
Hartmarx Corporation 
WALTER A. HAAS, JR., Honorary Chairman of 

the Board 
Levi Strauss and Co. 
TERRANCE HANOLD 
Edina, Minnesota 

ROBERT A. HANSON, Retired Chairman 
Deere & Company 
ROBERTS. HATFIELD, Retired Chainnan 
The Continental Group, Inc. 

ARTHUR HAUSPURG, Member, Board of 
Trustees 

Consolidated Edison Company of New York, Inc. 
WILLIAM A. HEWITT 
Chadds Ford, Pennsylvania 
OVETA GULP HOBBY, Chairman 
H&C Communications, Inc. 

ROBERT C. HOLLAND, Senior Economic 
Consultant 

Committee for Economic Development 
GEORGE F. JAMES 
South Bristol, Maine 
HENRY R. JOHNSTON 
Ponte Vedra Beach, Horida 

GILBERT E. JONES, Retired Vice Chairman 
IBM Corporation 
FREDERICK R. KAPPEL, Retired Chairman 
AT&T 

CHARLES KELLER, JR. 
New Orleans, Louisiana 


