
DOCUMENT RESUME

ED 068 187 PS 005 969

TITLE Alternative Federal Day Care Strategies for the
19701s; Summary Report. Final Report: Part I.

INSTITUTION Institute for Interdisciplinary Studies, Minneapolis,
Minn.

SPONS AGENCY Office of Economic Opportunity, Washington, D.C.
PUB DATE Mar 72
NOTE 148p.

EDRS PRICE MF-$0.65 HC-$6.58
DESCRIPTORS Child Care Centers; *Child Development; Child

Welfare; *Day Care Programs; *Day Care Services;
Disadvantaged Youth; Early Childhood; *Federal Aid;
*Federal Legislation; Government Role; Home Programs;
Income; Intellectual Development; Low Income Groups;
Models; Parent Attitudes; Preschool Children; Program
Costs; Program Evaluation; Research Proposals;
Resources; Social Problems; Tables (Data)

IDENTIFIERS Social Security Act

ABSTRACT
Findings, conclusions, and recommendations concerning

the role of the Federal Government in providing day care services are
presented in this Summary Report, Part I of the Final Report. The six
chapters of the report are as follows: 1. Statement of the
Problem--identifies the social context in which day care and child
development programs must be evaluated, and describes a range of
Federal objectives that appear to be implied in current debate; 2.
Existing Child Care System -- examines the existing child care industry
and the forces that have shaped its development; 3. Policy Issue:
Should the Federal Government Provide More Day Care
Services?--analyzes the question in relation to Federal objectives
and social concerns, and evaluates the potential for achieving these
objectives through increased involvement in day care services; 4.
Policy Issue: Should Child Development Services Be Provided in
Federally Supported Day Care Arrangements?--analyzes the relationship
of day care to child development services, and discusses child
development as an end in itself; 5. An Analysis of Alternative
Federal Delivery System Strategies for Further Involvement in the Day
Care Industry--analyzes the delivery system best suited to increased
Federal involvement in day care, and makes recommendations; 6.
Implementation--presents guidelines for legislation, and provides
alternative forms of implementation of the proposals through
suggested amendments and modifications of pending day care p:ovisions
in the proposed Social Security Act Amendment of 1971 and pending
child development bills.. Supporting appendixes to the report, Parts
II through X, are bound separately (see PS 005 970 through PS 005
983.) (AL)



c0
r-4
GO

w

tAt P70

U. S. DEPARTMENT OF HEALTH, EDUCATION & WELFARE
OFFICE OF EDUCATION

AMF

THIS DOCUMENT HAS BEEN REPRODUC1 .0 EXACTLY AS RECEIVED FROM THE

PERSON OR ORGANIZATION OWN:AT:NG IT. POINTS OF VIEW OR OPINIONS
SP.TEI) DO N'JT NECESSARILY REPRESENT OFFICIAL OFFICE OF EDUCATION
POSITION OR POLICY.

FINAL REPORT: Part I
Alternative

Federal Day Care Strategies
for the 1970's:

SUMMARY REPORT

March 1972

This report is submitted to
the Office of Economic Opportunity

in fulfillment of
Contract B00-5121 by the

FILMED FROM BEST AVAILABLE COPY

DAY CARE POLICY STUDIES GROUP
Institute for Interdisciplinary Studies

123 East Grant Street
Mi nneapolis , Mi nnesota 55403



7:1 "- .1774.11.r77;9.rf

FOREWORD

This Final Report is submitted to the Office of Economic Opportunity by the Day Care
Policy Studies Group of the Institute for Interdisciplinary Studies. The document
presents the findings and recommendations of the Day Care Policy Studies Group and
does not necessarily represent the policies or positions of any agency of the federal
government.

This summary document, Part I of the Final Report, is based on a selection of only
those aspects most relevant to major policy decisions. For a detailed presentation
of the findings and conclusions of this endeavor, see the supporting appendixes,
Parts II through X (a complete list of titles is given in the table of contents).

14. P.f.e.e
Seldon P. Todd

Director
Institute for Interdisciplinary Studies
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ABSTRACT

Statement of Problem

Numerous factors influence the need for child care services throughout the country,
among them: increasing numbers of working mothers, who are employed by choice or
necessity; welfare (especially AFDC) costs are constantly increasing; and taxpayers
feel that day care services may help current AFDC mothers to work. In addition,
child care is seen as necessary if women are to be allowed to pursue lives as freely
as can men (who rarely have to accept the responsibility for 24-hour care of small
children).

There is also a growing interest in "child development services": Not only are
more and more parents interested in giving their children "preschool" educational ex-
periences, but there is a growing belief that such preschool education is an effective
way to give "disadvantaged" children the same opportunities that average children en-
j oy.

The federal government has made several attempts to help meet facets of this
demand, but the "industry" and the "technology" of extra-parental child care are so
new that many of these efforts are experimental. The question the federal govern-
ment must answer is not just, "How should the federal government help to regulate
and financially support child care? but rather "How much should the federal govern-
ment try to do, for whom, and how?

In response to this situation, we have isolated the major objectives the federal
government could expect from its involvement in day care and child development
services:

1. Decrease the immediate costs of welfare under current or proposed legislation.

2. Increase the net income of the poor.

3. Enable welfare recipients to participate in required work and training programs.

4. Improve the equality of children's opportunity (by enhancing the development
of the disadvantaged child).

5. Enhance the equality of women.

6. Provide adequate day care to children of currently working parents.

7. Support the development of the most effective and efficient delivery system
for day care and/or child development services.

The Existing Child Care System

Eighty-five percent of child care arrangements are informal. Most arrangements in
the children's own homes, predominantly by relatives. Only 15% (about 1.3 million)
of arrangements for child care by working mothers are "formal" (either in a center
or in a family day care home).

vii
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Care in the children's homes is also the arrangement the majority of mothers
seem to prefer; the next largest preference is for center care, which is one of
the least-used. Cost and convenience are prime factors in a mothers' choices of
care arrangements but continued satisfaction is more dependent on their satisfaction
with the quality of care.

Most current child care arrangements (72%) are free or very inexpensive.
Roughly 4;1.4 billion dollars are currently being spent for all child care in America.
Of this, about $229 million are from federal funds; most of the remainder is paid
by parents, at an average (for those who pay) of about $500 per year per child. The
estimated annual cost of "custodial" care (providing food, supervision, and safety)
is about $400. The estimated cost of center care offering some educational services
is about $700; and the estimated cost of center care providing "child development
services" (which include health, educational, social, and psychological services) is
about $1,300 per child per year. However, the quality of the care that is being
delivered for these costs has not been evaluated.

With few exceptions, even formal day care operations are small and local; data
is available only about day care centers; little is known atiout the care or cost of
care provided in day care homes. Non-profit centers generally offer more comprehen-
sive services than do the for-profit centers, and known costs reflect this; but again,
little is known about quality. At present, the quality of care is controlled by
licensing, a method that is relatively ineffective because of varying standards and
because of the fact that most children are cared for in unlicensed programs to which
licensing is not intended to apply.

Should the Federal Government Provide More Day Care Services?

Not all the potential federal objectives are attainable with an increase in its in-
volvement in day care. A major conclusion of this study is that day care alone can-
not be expected to reduce current welfare costs; a large number of the employable
welfare recipients are already working, especially those with school-age children.
Providing even the least expensive adequate form of day care for employed welfare
recipients would increase federal expenditures above savings in welfare payments,
unless free care is limited to newly working welfare mothers cnly and is provided

at less than $600. The provision of day care to all famine: whose incomes are less
than $8,000 per year would, however, substantially increase the income of this group,
especially for "near-poor" families. Estimated increases in earnings are:

. for welfare-poor, $128 million per year;

. for working-poor, $149 million per year;

. for near-poor, $1,147 million per year.

Increased day care services provided free for the poor, and on a sliding scale
for those who are not poor, will increase the numbers of women who are in training
or nre looking for employment 1:;I:t the actual numbers of welfare-poor, working-poor,
and near-poor women who will find jobs would be determined largely by other
factors. An increase in the choice of child care arrangements would satisfy the desires
of many working women for whom present arrangements are unsatisfactory.

viii



C.

There is no conclusive evidence that "adequate" care provided at the estimated'
minimum cost of $400 per year would be "harmful" to the children who receive it, but
this is primarily due to the fact that there is little conclusive, objective informa-
tion about the effects -- beneficial or harmful -- of any form of day care or child
development. Research into this question is essential to any' policy decision regard-
ing the adequacy of various cost-levels of care, and such research is strongly
recommended.

Should Child Development Services Be Provided in Federally Supported Day Care
Arrangements?

If one purpose of federal involvement in day care is to enhance the opportunities
for development of disadvantaged children, then some form of federally sponsored
"child development" program will have to be designed and implemented. Although little
is known about the relative benefits (or even the specific definitions) of child de-
velopment services, much is known about the effects of poverty-related deprivation.
Day care is only one of a variety of potential modes of delivering child development
services to poor children. Almost no evaluation has been conducted on the effective-
ness of child development services provided in a day care setting. What evidence
does exist -- and this is only for educational services -- is that such services are
only marginally effective and of limited duration (three years). Other methods of
providing child development services -- such as parent education, home programs, and
television -- must be experimented with. We recommend that the federal government
not implement a national child development program, especially one based on a day
care setting, until alternative delivery systems for such services have been evaluated.

If the federal government decides to support primarily custodial day care services,
it is necessary to evaluate the extent to which custodial care is an adequate sub-
stitute for care by the mother. There is no time in a child's life when he or she
is not developing; even custodial care is a "child development" program. There is
little reliable information about children's development as it is affected by day care;
there are, however, many indications that the attitudes and behavior of those who care
for children do have significant effects on the children's development. We recommend
strongly that the question of the most beneficial characteristics of caretakers and
the relationship between these characteristics and such factors as caretakers' train-
ing and education, caretakers' salary levels, and the over-all cost per child for
care be carefully researched.

We recommend that Congress establish a substantial program of research, demon-
stration, and evaluation in the areas of child care and child development. We further
recommend that this office be required to submit to the Secretary (HEW), the
Secretary (DoL), the President, and the Congress, on or before June 30, 1974, a report
of its findings and recommendations regarding federal policy and programs in child
development in and outside of day care settings. One basic intent of this recommenda-
tion is to have available for the Executive branch and Congress adequate data on child
development prior to enactment of a major program in this area.



An Analysis of Alternative Federal Delivery-System Strategies for Further Involvement
in the Day Care Industry

If the government decides to increase its support to the provision of day care
service, the government has two distinct alternatives to consider in deciding the
basic delivery system by which day care services might be provided. The services
can be designed, regulated, funded, and provided by a central agency; or the service
can be provided through a free market industry, and deicisions about the type of
care provided and the responsibility for regulation would be made by consumers, with
only minimal central regulation.

We recommend that federal involvement in day care be through a market approach,
utilizing vouchers to place purchasing power for day care services in the control of
eligible parents. We further recommend that a program of key resources (planning,
technical assistance, start-up costs, facilities, training, and so on) be implemented
to help the market meet new demand without artificially raising prices and to ensure
entry into the day care market of a variety of providers -- some of which may not
otherwise be able to entlr, due to start-up cost, lack of technical knowledge, and so I

on; and to ensure an adevate supply of day care in areas with special needs or problems,

A market model allws for the maximum freedom of choice by parents in selecting
arrangements for their children, and also enables the day care industry to evolve
according to the needs of the children and parents it serves. A centrally planned
system could not, with the current lack of reliable information about day care, be
designed to meet all existing and evolving needs. A market model will tend to
provide care at a lower cost than a centrally administered system; each provider
would be forced to attract consumers and would have to constantly develop better,
more desirable, and efficient care to meet competition. A market model allows
control by federal agencies, but major responsibility for regulation would rest with
parents.

The market model, of course, could not be relied upon exclusively to meet
all needs. In certain locations, under certain economic conditions, and for certain
population groups, inequities may occur. For these reasons, the key resources
program is necessary. This would place the responsibility for the development of
essential resources -- but not operating money -- in the hands of community organiza-
tions. Since the development of key resources will only be necessary in instances
of local need, particular and representative knowledge of that need will be
necessary for efficiency, responsiveness, and effectively rapid evaluation.

Implementation

All recommendations in this report must be considered in terms of specific legisla-
tive action. The final chapter of the report presents guidelines for legislation
that, if enacted, would bring into being the program we recommend. This program
includes specifically:

1. voucher system for purchasing power for day care services accompanied by a
key resource program, and

2. anational research program in child development.

X
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The chapter also presents guidelines for the modification of the pending
comprehensive child development legislation and the pending day care provisions
of the proposed Social Security Act Amendments of 1971 that would bring the

}; pieces of legislation more in line with our recommended market model and research
program.

It must be remembered that we are neutral on the policy decision regarding
increased federal involvement in day care and the level of that involvement. The
expected impacts have been presented for policy makers to consider. We do
recommend that, if the decision is made to increase federal involvement, it be
done through a voucher and key-regource program. We also recommend that the

t
federal government refrain from implementing a new national child development
program, especially one based on a day-care-center delivery system, until services
have been proven effective, practical methods of delivery are developed, and the
effectiveness and efficiency of alternative delivery systems for child development
services have been evaluated. For this purpose, we recommend a national program
of research, demonstration, and evaluation.

xi 11



INTRODUCTION

This volume, a summary of the Final Report, has three policy-oriented goals: First,
to provide information concerning the role of day care in advancing various federal
objectives; second, to show the relevance of this information to major legislative
decisions, specifically those proposed in this report and the day-care-related sec-
tions of the Social Security Act Amendments of 1971 and the comprehensive child care
bills; and third, to provide recommendations concerning the most effective delivery
system for providing increased support to day care, should the federal government
decide to do so.

This Summary Report is not intended to be a comprehensive review of all findings
concerning day care and child development. We present here only those findings, con-
clusions, and recommendations that bear most directly on the major questions of policy
now facing Congress and the President. Many more detailed findings and recommendations
are presented in the other parts of the Final Report.*

The strong impetus behind the various proposals for increased federal involvement
in child care gains much of its force from the conviction that such services can
contribute significantly to the solution of such massive social problems as rising
welfare costs, the educational impoverishment that the children of the poor experience,
and inequities in the treatment of mothers in the existing employment market.

In some proposed legislation, billions of dollars would be spent with the stated
goal of helping to solve these problems by injecting the nation with federally
supported day care programs. The unfortunate fact is that it has yet to be established
that many of these problems can be significantly diminished by proposed programs. In
chapter one we address this question generally by analyzing the situation in which
the current federal involvement in day care exists. We explore the problems that many
expect will be solved by increased federal involvement in day care, and we isolate
several major objectives proposed by advocates of that involvement. Our purpose is
to show the ways in which day care is considered as a means to various ends, what
those ends might be, and how the possibility of achievement of these ends must be con-
sidered in the perspective of the basic concerns of society. Our intent is to show
that in some cases there might be more effective responses to the problems than day
care, and that increased federal support of day care can be effective only if it is
considered in a realistic perspective, as a very limited aid and not a panacea.

In the second chapter, we seek to provide information about the existing day
care industry. If federal involvement in day care is to achieve its goals, it must
be based upon knowledge of the dynamics and characteristics of the existing industry.
This knowledge must include an understanding of the existing resources, as well as
an understanding of how the existing industry developed and why it is the way it is.
Without this essential background, federal plans and programs run the high risk of
being based on opinion, desires, and hopes, rather than knowledge, information, and
understanding. Wise use of the existing day care industry and its potential for

*In this summary, all references to the various volumes of the Final Report will be
made in abbreviated form; for example, (Final Report, II, V. 1, ch. 3, pp. 58-67)
abbreviates Final Report, Part II, volume 1, chapter 3, pages 58-67.)

1
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expansion can allow the government to furnish services at the lowest possible cost,
and thus amplify the impact of federal funds. Ignoring the existing capacity of the
day care industry will entail unnecessary expense.

The purpose of chapter three is to answer the question: "Should the federal
government provide more day care services?" The answer to this question is complex.
We analyze the question from the perspectives of the various federal objectives and
social concerns discussed in chapter one; and we evaluate the potential for achieving
these objectives through increased involvement in day care services. Necessarily,
our answer goes beyond that simple question of whether or not the federal involvement
should increase its support of day care.

Much of the debate on the subject of day care has been concerned with its re-
lationship to child development services. In chapter four our intent is to analyze
and clarify this relationship. In view of the possible long-range objectives of
federal support of child care, and in an attempt to respond to the basic social con-
serns underlying those objectives, we also discuss child development as an end in
itself, exclusive of any relation to day care. As in chapter three and chapter one,
our purpose is to respond to the broader, longer-range questions of the function of
federally supported child development programs.

In chapter five, we analyze and make our recommendations concerning the delivery
system best suited to increased federal involvement in day care. Our basic purpose
is to ensure that day care would be allowed to develop in the manner most suited to
the needs of the American public, not only in response to the immediate problems that
have stimulated public interest but in readiness to respond to problems that may arise
in the future. The predicted needs for day care are expected to evolve rapidly, thus
requiring a flexible industry. Further, forecasts of future need could be upset by
unpredictable trends; the discussion and recommendations presented in chapter five
take this unpredictability into account in considering the best delivery system to
meet current needs of the government and the public.

Because this summary document has been especially written for policymakers, we
have included a chapter that proposes guidelines and modifications by which the re-
commendations made in the report can be implemented. Chapter six presents detailed
specifications for the delivery system, the method of payment, the key resources pro-
gram, and for further research and development. We have also included critiques of
the relevant portions of the proposed Amendments to the Social Security Act of 1971
and the proposed comprehensive child development legislation along with specific
recommendations for modifications that would enhance the possibility of this legis-
lation achieving federal objectives and solving the social problems to which they
were intended to be responsive.

In placing the material presented in this report in accurate perspective, two
general comments are pertinent. First, as in any treatment of major federal policy
issues, we were plagued by the varying quality of pertinent data, and in many cases its
absence. We have sought to present the data available on relevant points, provide
estimates where necessary and useful, to comment on uncertain data, and to reflect
in policy recommendations the degree of uncertainty that lack of current knowledge
in specific areas seems to dictate.

Second, while we have sought to be as objective as possible in our treatment of
this complex topic and to present reasoning and data on all sides of policy alterna-
tives, it is clearly impossible for any policy analysis of this nature and scale to

2
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be entirely value-free. In the interest of increased objectivity, therefore, we are
bound to acknowledge that certain beliefs, values, and perhaps biases have influenced
our thinking throughout the course of this study. First, we believe that a central
concern of social programs should be the welfare of the poor and the disadvantaged.
Thus, while we have presented a wide range of potential federal objectives drawn from

current debate concerning child care, we believe the welfare of the poor and disad-
vantaged deserves paramount consideration. Second, we believe in equitable treatment
for all like individuals under federal programs; it is our bias that if a certain
type of service, such as day care, is to be made available under federal sponsorship
in response to the needs of some individuals, it should be made available to all
individuals with the same need. Third, given the fact of limited national resources
and the pressing needs of the disadvantaged, we believe that only programs of proven
value should be implemented on a national scale. Thus, we feel that rigorous assess-
ment of the value of potential services and the effectiveness of proposed methods
of service delivery through well-designed pilot program and demonstrations should
precede the legislative mandate of delivery. To those who argue that certain services,
although of unproven value, may do no harm and might help if delivered to the disadvan-
taged, we reply that there are alternatives for the expenditure of such funds which
will better serve the interests of the disadvantaged. These include (a) increasing
the level of federal investment in other services of proven value, (b) increasing
financial assistance, and/or (c) making investments in research, demonstrations, and
evaluations to develop truly effective services in areas of critical need. A fourth
bias relates to our conviction that the "free market" model of service delivery is
preferable to the "central planning" delivery model. In addition to the reasons that
lead to this general conviction, there are particular reasons for favoring a market
model method of providing federal support. This method would be responsive to
parents' expressed preferences for a range and variety of services, and be consistent
with the inevitable central role of parents in the care of their children. The free
market concept is also consistent with our belief that poor families in general can
and should participate substantially as day care providers in their communities under
any expanded federal program.

314
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V.

1.0 STATEMENT OF THE PROBLEM

At present current federal support for day care and child development is estimated
at more than $500 million. This report is intended to directly support federal
policy makers who are considering a significant extension of this current federal
involvement. Such consideration is now under way. The pending H.R.1 bill
proposes to allocate $750 million for child care services per year. Comprehensive
child care legislation proposed by Senator Javits would increase the cost to $1.2
billion in the first operational year. A bill introduced by Senators Nelson and
Mondale would cost $1.5 billion in the first operational year.

This chapter first identifies the social context in which day care and child
development programs must be evaluated. Multiple and at times conflicting social
forces relate to the question of whether or not the federal government should
more actively participate in day care and child development programs, and if
so what the nature, shape, and purpose of this role might be.

In a sense, the broad issue in relating day care to social issues is the
extent to which day care can significantly impact the primary social forces of
concern. The level of national attention day care has received suggests that
some feel it can. Others are skeptical.'

Second, this chapter identifies a range of federal objectives that seem implied
in current debate; we recommend that government consider these objectives explicitly
as it determines its role in day care and child development programs. An explicit
statement of possible federal objectives is used as a framework for our evaluation of
the potential benefits and costs of increased federal expenditures for day care. It

is our conviction that, if programs are to be made sufficiently accountable, public
expectations must be realistic and the government must carefully select, explicitly
state, and tailor programs to a set of objectives.

1.1 Dynamics of Social Trends

Five major social trends have a significant bearing on the role of the federal
government in day care and child development:

(171744)1. the increasing costs of Aid to Families with Dependent Children (AFDC),

002. the job market for women,

(7) 3. the concern over early child development services

4. the emphasis on family planning services, and

5. the impact of the movement for women's equality.

'This and all subsequent superscripted notes are presented in the "Notes" section
at the end of this document. Sources are cited in the text by author and date;

00 complete bibliographic information is presented in the "References" at the end
of this document.
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The Costs of AFDC

A significant number of the American children are poor. Approximately 10.5
million or 14% of American children (under 18) were in poverty conditions in
1970. About half of these poor children, 5.5 million, were aided by current
welfare (AFDC) programs. The number of children receiving such aid is rapidly
increasing. In 1971, 7.5 million were on AFDC; in 1973, 8.5 million are
expected to be receiving aid.

The cost of this support is substantial and is increasing. The cost
doubled from 1965 to 1970. In 1970 AFDC cost was $2.1 billion; in 1971 it
was estimated at $3 billion and in 1973, $3.7 billion. Under H.R.1, family
benefits would cost $5.8 billion.

The rapid increase in AFDC is disturbing because it continues to escalate
regardless of economic conditions. Until the early 1960's the number of AFDC
recipients has increased with unemployment and decreased with employment. After
1963, however, the rolls increased greatly in spite of decreasing employment
ratios (see figures 1 and 2).

Within the AFDC program the largest increases have been payments to families
in which the father is absent from the home (75% of all AFDC cases not including
the 5% of the cases where the father has died). In 16% of all AFDC cases the
father has deserted, and in 28% of all AFDC cases, the father was not married
to the mother (see figure 3).

The illegitimacy rate increased only slightly from 1960 to 1968, but this
increase occurred exclusively in births to women 15 to 19 years old; for all
other age groups the rate dropped during this time period. A substantial per-
centage of the illegitimate children are supported by AFDC. Fourty-four percent
of all AFDC families have one or more illegitimate children (1969 AFDC survey).
The increase in the number of illegitimate children supported by AFDC is partly
explained by the facts that most of these young mothers are economically unable
to support their children and that increasing numbers of unwed mothers are
caring for their children rather than placing them for adoption.

The consequences of the welfare system are numerous:

human resources are wasted,

generational cycles of poverty are created,

state and local governments are threatened by bankruptcy,

many Americans are demanding that the welfare recipient work, and

the American people are faced with increased polarization.

It is in this context that day care services are viewed by the public and policy
makers alike as one means to enable more welfare recipients to gain productive
employment and thereby reduce welfare costs.

The Job Market for Women

The number of working women (now 30 million) has more than doubled since just

6



Figure 1: AFDC Rates
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While historically welfare caseloads rose
and fell with unemployment, this pattern
was broken in 1963, with new cases increasing
rapidly as unemployment fell. The result
was an explosion in welfare rolls.

(Source: U.S. Manpower in the 70's, 1970)
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AFDC: Monthly Number of Recipients, Actual January 1964 to Date
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before World War II. Increasingly mothers have entered the labor market. In
1969 there were 7,245,000 working mothers with children over six and 4,100,000
working mothers with children under six.

While the growth in the number of women working has been dramatic, the types
of jobs held by women has remained relatively stable. Despite increased educa-
tional opportunities, decreased importance of physical strength on jobs, increased
use of aptitude tests, women still concentrate in a narrow range of jobs. Although
there are 250 distinct occupations listed by the Census Bureau, one-fourth of the
employed women work in five occupations -- secretary-stenographer, household worker,
bookkeeper, elementary or secondary school teacher, or waitress (Hedges, 1970,
p. 19).

The manpower projects of the Bureau of Labor Statistics for the period 1968-
1980 indicate the need for many more women to seek jobs outside "women's occupations"
in the 1970's. In trying to determine whether women will disperse their career
decisions, one commentator concludes: "The strong attachment of women to the labor
force and the pressures for new sources of manpower in certain professional occu-
pations and skilled trades auger well" (Hedges, 1970, p. 29).

The cautiously optimistic prospect of an overall increased demand and supply
of women in the labor market must be tempered with the recognition of present
unemployment rates among low-skilled women. In 1970 the unemployment rate for
men was 4.4% and for women S.9%. This gap is explained in part by the fact that
women generally have lower educational levels and seek employment in less-skilled
jobs. For example in 1970 white-collar workers (primarily men) had an unemploy-
ment rate of 2.8%; whereas service workers (with as many women) had a rate of
4.5% (Bell, 1972). The projected increase in unskilled jobs is not expected to
be significant. From 1968 to 1970 the total projected increase is approximately
20 million jobs. Only 1.4 million of that increase in jobs is to take place in
the unskilled and semi-skilled jobs (see figure 4).

While general unemployment rates among women is significant, unemployment
among poor female-headed families is even more severe. For example, in 1969 the
unemployment rates for black mothers with married husbands absent with children
under six was 15.3% and for comparable white families 10.6% (Waldman, 1970,
p. 22).

Day care services have been proposed as a means to ensure that the increasing
number of children of the working mothers (30 million at present) receive adequate
care. Day care services h,ve also been proposed as a means of allowing and encour-
aging mothers to work, th:reby promoting the equality of women and adding signifi-
cantly to the "man"-powe, skills of the nation.

The Concern over Early Development Services

Awareness is growing in the United States of the importance of early childhood
years in determininp, an individual's mental, physical, and social status as an
adult. The increased prevalence of preschool educational television programs,
preschool health care, and preschool educational centers have all arisen because
of the hope that providing child development services to young children will
significantly reduce their social and economic problems in later years. The
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public is becoming increasingly impressed with the negative consequences of the
multi-faceted deprivation suffered by the low-income child.

The extent to which the disadvantaged child had difficulty in school has
been documented by numerous studies, one of which states: "The children of poor
families also contribute to a disproportionate share of their number to the delin-
quent and the socially rejected" (Chelman, 1966, p. 2). A day care type setting
has been viewed by some as an ideal means for providing child development services
to low-income children. The federal Head Start program was implemented based
on this rationale. (See chapter four for further background on child development.)

The Emphasis on Family Planning Services

The national concern over the population expansion is reflected in a February 16,
1972, report of the Census Bureau. The report stated that, for the first time
in Census Bureau history, most young married women plan to limit their families
to fewer than three children.

Furthermore, recent studies suggest that the American people favor govern-
mental support for population control. The Commission on Population Growth and
the American Future published a survey that revealed that 57% of the group sampled
thought Americans should limit family size, even when they can afford a larger
family; 56% thought the government should try to do something to slow population
growth; and 87% said the government should make birth control information avail-
able to those who want it.

Governmental support for family planning has increased markedly in the past
few years. In fiscal year 1971, with the passage of the first explicit family
planning legislation (PL 91-572), federal financial support doubled. From 1968
to 1970, 45 states liberalized their laws or policies regarding the delivery
of family planning services (Goldman and Kogan, 1971).

The new concern about and financial support for family planning is expected
to have a substantial effect on the birth rate for all income groups, especially
the poor. A recent study conducted by Planned Parenthood -World Federation
pointed out that birth rates among lower-income women declined so sharply between
1965 and 1970 that they bore 1,065,000 fewer children than they would have born
at the birth rates for 1960 to 1962 (Rosenthal, 1972).

Low-income and higher-income parents basically share the same views on
family size, but actual child-bearing patterns do not coincide with expressed
desires. Median income was highest for families with two children ($6,900),
lower for families with four children ($6,500), and lowest for families with
six or more children ($5,000) (Birch and Gussow, 1970, p. 85).

Presently, only 30% of the low-income women who want and need subsi-
dized family planning services are receiving them (Jaffe, 1971, p. 84). "In
those few areas where local agencies have developed energetic, imaginative
and dignified programs, the response among welfare clients has been consi-
derable" (Birch and Gussow, 1970, p. 85). Research has demonstrated that
family planning is an effective means of reducing and preventing poverty
(Family Planning Service Programs, 1970, p. v). Given the success of current
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limited family planning efforts among the poor, it seems reasonable to expect
that the new financial support for family planning, the liberalization of state
restrictions, and the public support for voluntary family planning for all
Americans, will enable the poor to realize more closely their desire for fewer
children.

The Impact of the Movement for Women's Equality

An informal and diverse alliance of organizations has formed a national move-
ment to campaign actively for women's equality. The provision of day care
services has become a priority issue for the movement as it seeks to open
opportunities for women.

The chart on the next page compares the official positions of a small
sample of the newly formed women's liberation groups and a few of the established
women's groups. This limited sample obviously does not speak for every position
on day care of every women's group, but it does point out the commonalities among
several large and increasingly influential organizations in regard to day care.

Summary

Social conditions and trends cited can be summarized as follows:

1. The number of children on AFDC and the cost of AFDC is substantial at
present, and it is expected to increase. Five and a half million children
were receiving AFDC in 1970, at a cost of $2.1 billion. In 1972, AFDC
costs are estimated at $3.7 billion. Under H.R.1, family payments would
total $5.8 billion.

2. The growth in AFDC is affected by two factors:

the increase in single adults with children:

- - illegitimacy rates among 15 to 19 year old women are rising,
-- more unwed mothers are keeping their children,
-- 16% of AFDC families are deserted by their fathers, and
-- the extension of family planning services has had some impact;

and

the economic situation:

-- among married poor women with children under six who are the
heads of their families, the unemployment rate for whites is 10.6%
for blacks the rate is 15.3%;

-- the unemployment rates for low-skilled jobs (5.3%)is higher
than for highly skilled jobs (2.8%);

- - of the 20.8 million projected increases in jobs from 1970-1980 only

1.4 million of that increase is in unskilled and semi-skilled jobs,
- - many women earn less than men for similar jobs;
-- disincentives for low income work with welfare as. an alternative.

3. The number and percentage of working mothers is increasing; this reflects a
growing acceptance of the important economic role of mothers.

13 23
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4. The women's liberation movement provides a motivating force for federal con-
sideration of an increased role in supporting day care and child development
programs.

5. The increasing public awareness of the multi-faceted deprivation inflicted
upon the disadvantaged child is putting greater attention on the role of
early child development services.

The following perspective is obtained by comparing the potential impact of day
care on social forces and trends.

The growth of AFDC welfare costs is due to the increase in the number of
single mothers with inadequate earnings to support their families. The increase
in the number of female-headed households is a basic social force related to
increasing AFDC welfare costs. Family size is also directly related to the
economic needs of AFDC families. Federal initiatives, other than day care, are
more appropriate for consideration in this area with research and program focus cm,
family planning, promotion of family stability, and adoption practices.

Federal programs that have provided AFDC mothers with training, day care,
and other services have achieved some limited success in placing mothers in employ-
ment. Unfortunately, the earnings of such mothers have often not been adequate
to allow them to leave welfare rolls altogether. Thus, we are led to expect that
day care, while relevant in theory, can at best serve only a limited role in re-
ducing welfare costs. Specifically, it can be expected that day care will be
most effective far those AFDC mothers with highest earning powers and smaller
family sizes. At present, most mothers with these characteristics are already
working under conditions supported in part by existing programs.

The current social forces leading to a relative decrease in the availability
of low-skilled and unskilled jobs can be expected to exacerbate both the number
of families in need and the limited effectiveness of day care and all other sup-
port services in reducing welfare costs through the employment of welfare recipients.

The current trends toward smaller families and increased use of family plan-
ning offer major potential for significantly reducing the welfare problem.

The women's liberation movement -- and the general societal attitude toward
women it reflects -- has led to a greater acceptance of welfare mothers gaining
employment; this has increased the feasibility of federal policies based upon
women working and suggests a growing willingness on the part of all mothers to
seek employment. The women's liberation movement more broadly and more fundamently
represents a force, embryonic at present, that may develop increasing pressure
for societal provision of day care services for all children, independent of the
welfare problem.

The concern for better opportunities for the development of disadvantaged
children, however, is an immediate and a pressing issue. Thus, the potential
relationship between day care and child development services for the disadvantaged
is clearly a major policy issue.
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1.2 Federal Objectives in Dal_ Care

The following federal objectives in day care and child development warrant consi-
deration because they all have been treated or implied in public and governmental
debate. We present them only because they figure so prominently in most discussions
concerning day care and child development, and not because we recommend their adop-
tion. (For a more detailed presentation see "An Explication of Some Alternative
Federal Strategies for the 70's," an intermediary paper submitted to 0E0 in May,
1971, by this Policy Studies Group.)

1. Decrease the immediate or short-term cost of current federally supported we
fare programs.--lhis otraTiTie would be accomplished through the provision
of day care services to welfare recipients who can work but are not able to
do so because of their need to take care of children in the home. Their in-
come would thus replace a part or all of their current welfare payments.
The net savings in welfare financial support would, of course, have to con-
sider the federal share of day care services provided. Of interest are both
the potential savings under the current welfare program and the welfare re-
forms proposed under H.R.1 and cther welfare reform proposals. Note that
an additional benefit to welfare recipients might accrue if they are able to
escape the "stigma" of welfare by leaving the welfare rolls.

2. Increase the net income of existing poor. The poor population includes both
the welfare recipient and the working poor (families with incomes greater
than the minumum for welfare payments but still below the poverty line).
The net income to this total group could be increased by the federal provi-
sion of day care in several ways. First, for two-parent, "working-poor"
families, day care could allow the second parent in families with children
to work, thereby increasing family income. Second, for working-poor families
already using day care, the assumption of all or a portion of the cost of
day care by the government would increase the net income of the existing
poor. Note that in some cases the federally supported day care may be of
higher quality or value than that already used by working poor. Therefore,
the substitution may benefit the poor beyond the savings to the family of
the previous cost of day care. In general, day care can be viewed as an
income transfer "in kind."

3. Establish a work requirement as a condition of welfare. It is argued by some
that all welfare recipients who are able to do so should either work or make
themselves available for work as a condition of receiving welfare benefits.
In relation to this objective, day care is seen as a means of freeing at
least some welfare parents who are able to work to do so. It has also been
argued that if work or the jeopardy of work (requirement for work registration
without the assurance that in every case a welfare recipient will be placed
in a job) is made a condition of welfare, that this serves as a deterrant to
"lazy" families for either registering for welfare or taking personal actions
which maintain dependence on welfare.

4. Improve the equality of children's opportunity by enhancing the development
of the disadvantaged child. It is argued by some that child development
services can be provided to disadvantaged children receiving day care services
and further that such services will help to equalize the opportunities for
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development of disadvantaged children by making up for or providing a sub-
stitution for developmental factors that many children obtain as a part of
family living. It is also argued that a child's maturation in an environment
where one or more parents' work is more likely to have the child adopt work
as an adult life-style. Many feel that, in addition to providing for equal
developmental opportunity for all children, this objective may reduce the
costs of welfare in future generations.

5. Enhance the equality of women. It is argued by some that the social responsibi-
lity for child care ci195iFiMgned to women detracts from their ability to par-
ticipate in other activities, such as employment, training and career devel-
opment, and the use of leisure time, especially as compared with men. Feder-
ally supported day care -- by increasing either the supply of convenient and
otherwise acceptable day care, or by reducing the financial cost to women of
day care, or both -- would enhance the equality of women in American society.

6. Provide adequate day care to children of currently working_ parents. Many
children whose parents are now working are not currently receiving day care 1

in licensed facilities. It is argued that some or all of these children are
1receiving inadequate care. The role of federally supported day care under

this objective would be to replace existing inadequate care with at least
adequate care.

7. Support the development of the most effective and efficient delivery system.
The federal government has the option of promoting two basically different
structures for the day care industry. One alternative structure for the day
care industry is a competitive, market-oriented structure. This system places
central reliance on consumer choice and supports a diversity of day care services
furnished by a variety of providers. Since the key to this system is parent
choice, the parents must have sufficient purchasing power. Providers would
thus "compete" for consumers with parent preferences (that is, market forces)
determining the rate and nature of growth of the different day care programs.
The free market system does not imply an industry without controls or regula-
tions. Regulations are a part of all competitive U.S. industries.

The second major alternative for the day care industry is a centrally
planned, centrally controlled, and centrally operated industry. In this sys-
tem, decisions about the nature, type, availability and sponsorship of day
care in a given region would be determined by a central agency (policy council),
which would design, approve, supervise, and operate all day care services in
the region.

The essential difference between the two systems is the control of the pur-
chasing power. In the market-oriented system, parents purchase; and in the
centrally planned system, the agency purchases.
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2.0 EXISTING CHILD CARE SYSTEM

In considering the degree to which increased federal involvement in child care will
yield impacts, benefits, and potential costs in relation to federal objectives, it
is necessary to examine the existing child care industry and the forces that have
shaped its development. Unfortunately, comprehensive, up-to-date information con-
cerning the child care industry is not available. The information presented in this
section was drawn together from diverse sources and must be interpreted with caution.'

A day care industry of significant size currently exists in the United States.
The current industry consists primarily of informal arrangements, most of which are
free or inexpensive. (Informal does not imply that arrangements are haphazard or
unreliable.) The formal child care industry, composed of family day care homes and
day care centers serves only 15% of the children of working mothers. A fairly compre-
hensive picture of center care can be obtained from available data, but very little is
known about care provided in family day care homes or in informal arrangements. Day
care centers are generally small operations, either privately owned and operated or
operated as not-for-profit services.

The average annual costs per child for center care are $400 for basic care and
supervision; $700 for care which may include an educational component; and $1,300 for
more comprehensive developmental programs (Day Care Survey - 1970).

Of the estimated $1.4 billion spent annually for child care, $229 million comes
from federal sources (Tables 1, 2). About half of these funds go directly for center care.

2.1 Magnitude and Financial Sponsorship of Existing Day Care Industry

In 1965 approximately 17.3 million children under 18 years of age had working mothers
(Low and Spindler, 1968). Of these children, 3.8 million were under six years of age.
By 1969, the number of preschool children of working mothers had increased by 2 million,
a 53% increase over 1965. (The 1969 figures for the number of children under 14 years
of age and for child care arrangements are not available. Therefore, the following
summary relies on 1965 data, the latest information available. Notable changes based
on later data are included when possible.)

About three-fourths of the day care arrangements are free. Thus, all national
expenditures for child care, which amounted to $1.4 billion in 1970, go to purchase
only one-fourth of the total care provided.2 If all day care had been purchased at
the same rate as the paid care, the total national cost would have been $5 billion.
This total is based on the projected cost of day care for all working mothers; the
total day care industry is even larger since it is also used for other purposes.

The day care arrangements and respective expenditures are shown in Table 1.
Fifty percent of total expenditures is for care in someone else's home; nearly 40%
for care in the child's own home; and a little over 10% for center care.
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The extent of federal involvement, 16% of total dollar volume (Table 2) which
may be supplemented by state and local matching funds, is a relatively small portion
of total day care costs and aids less than 5% of all children cared for. However,
the financial impact of federal funds may be greater than its market share. Most
day care supported by federal funds is related to two major objectives, child
development and employment of disadvantaged or minority groups. Payment mechanisms
and delivery systems vary widely, ranging all the way from the community planning
mode of Head Start to federal income tax deductions.

Table 1: Estimated Annual Payments by
Working Mothers for Day Care, 1965

(Children under 14)

Arrangement

Number of
children
(thousands)

Percent of
total number
of children
receiving care*

Total
estimated
expenditure**
(thousands)

Percent of
total
expenditures
for care*

Care in own home by:

Non-relative who only
looked after children

Non-relative who also
did housework

Care in someone
else's home by:

Relative

Non-relative

Other arrangements:

Care in group center

Other paid
arrangements

Total paid
arrangements

Arrangements for which
mother did not pay

Total

1156 9% 38%

581 5 $160,425 16

575 5 $210,975 22

1932 16 51

953 8 $156,425 16

979 8 $335,200 35

328 3 11

265 2 $104,800 11

63 0.5 $ 4,900 .05

3,416 28 $972,725 100*

8,861 72

12,287 100*

Source: Based on data from Low and Spindler, 1968, p. 107

*Totals do not equal 100% due to rounding.

**The following estimates were used in calculating expenditures:

Families paying under $5 per week: estimated annual expenditure, $125
Families paying $5-7 per week: estimated annual expenditure, $350
Families paying $10 or more per week: estimated annual expenditure, $600
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Table 2: Estimated Federal Support for Day Care for
Low-Income Working Mothers, 1970

Program

Federal
Number of Childrenexpenditure

(millions) 6 or younger Older than 6 Total

Social Security

Title IV(a)

AFDC-Direct
Payment $96 62,000** 50,000** 112,000

Income Dis-
regard $50 146,000** 119,000** 265,000

Work Incentive
(WIN) $18* 57,000 69,000 126,000

Head Start (OEA
Title II-B) $365 30,000 -- 30,000

Concentrated
Employment Program
(CEP)(OEA Title I) $ 8 (1971 est) 6,000** 4,000** 10,000

Migrant (OEA
Title III-B) ILL (1971 est) 1,000 1,000 2,000

SUBTOTAL $209 302,000 243,000 545,000

Estimated federal
subsidy through in-
come tax deductions $201 MOB men =I MI

Total $229

Source: Child Care Data and Materials, United States Senate Committee on Finance,
June 16, 1971, pp. 9 and 22.

Social Security Amendments, 1971, Hearings of the Committee on Finance,
United States Senate, July 27, 29, August 2, 3, 1971.

*$52,000,000 appropriated, $18,000,000 spent.
**Estimated on basis of 1969 AFDC Survey.

§Estimated from page 9, Child Care (reflecting only that portion spent for full day
care of working mothers.

1Tax deductions for 1966 of $131,000,000 for an estimated subsidy of $20,000,000

Note: There is also federal support in the amount of 15% of $21,000,000 for
Child Welfare Services. There are no quantitative data on federal
support of Model Cities Day Care.

Alms Ilimme

Table 2
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The major portion of federally supported day care is provided to the poor; in
total, approximately 550,000 poor children have some or all of their care financed by
the federal government. Federal funds provide support for approximately equal numbers
of preschool and school-age children.

It is of interest to determine if federal support indicates a preference in
favor of one or another type of arrangement. Data of this type is only available on
center care. About half of the federal funds go directly to day care centers.3
Tax deductions and income disregard undoubtedly provide an additional indirect
federal subsidy to day care centers.

For center care, the government supports almost exclusively non-proprietary
care when it provides funds directly to center operators. Only .7% of the receipts
of proprietary centers come from the federal government, compared to 43.9% of the re-
ceipts of non-proprietary centers (Day Care Survey- 1970). However, income disregard
for AFDC recipients and income tax deductions undoubtedly provide some additional
support to proprietary centers. For centers as a whole, 17% of the parents' fees
are paid by some combination of parent and public assistance funds. The amount of
federal funds proprietary centers receive through parents' fees is not known; however,
since proprietary centers are more apt to charge parents fees, some federal funds must
be reaching these programs as well as family day care homes through parents' payments.

Center care is heavily subsidized by revenue sources other than parents' fees.
Only about one-half of the total costs of center care (99% of costs of proprietary
centers; 20% of the total of non-profit centers) is provided through parent fees. The
federal government, primarily the Department of HEW, pays directly one-fourth of the
total costs of center care; state and local governments pay 11%. The remainder comes
from community organizations, individuals, and other sources (Day Care Survey, 1970).
For non-proprietary centers, sources of funds vary with the size of the programs.
Small centers receive more funds from church sources. Middle-sized centers tend to
be funded by Community Action Programs and welfare, while large centers obtain more
funds from community organizations (Day Care Survey - 1970).

2.2 Types of Day Care Arrangements and Their Costs

A variety of arrangements are utilized by working mothers for their children. Arrange-
ments are generally categorized by the settings in which the care is provided and the
services which are included.

Types of Child Care Arrangements

In this and supporting reports, child care or supplementary child care refers to the
care and supervision which augments care provided by the parent(s) or guardian(s) of
the children. The responsibility for supplementary care is delegated by the parents
or guardians and is generally provided in their absence. Such care of children is
considered supplementary since the parent or guardian maintains the primary responsi-
bility for rearing their children. (This definition excludes the placement of children
in foster homes for extended periods of time and the legal adoption of children.) The
term child refers to any person under 14 years of age for whom care is needed. Care
includes the variety of activities and services provided for the children by the
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Table 3: Estimated percentage distribution of centers'
annual receipts from various revenue sources
and ownership of center

Percent of annual receipts reported by:

Sources Proprietary Nonproprietary Total

Parent fees 98.7 21.5 52.4

Federal Government

Department of Labor 0.0 1.1 0.7

CEO (CAP) 0.0 8.3 5.0

HEW 0.1 31.3 18.8

Other Federal 0.6 3.2 2.2

State government 0.1 5.5 3.3

Local government 0.0 12.5 7.5

Community organizations 0.1 9.2 5.5

Individual contributions 0.1 1.1 0.7

Other sources 0.3 6.3 3.9

Total percent received 100.0 100.0 100.0

Total dollars
received (in thousands) 179,824 269,242 449,066

(Source: Day Care Survey - 1970, page 92)

Table 3
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delegated caregiver. The number and kinds of activities included in care may range
from the provision of supervision, of food, and of other physical necessities for
custodial care to comprehensive supportive services for meeting educational, medical,
dental, social and psychological needs of the children. The first is frequently
called day care and the second, child development services.

The most frequent settings for day care are the child's own home, someone else's
home and center care. These are generally defined as follows:

In own home: Care for the children provided by a single family member within the
child's (children's) own home. Caregiver may be a parent, another relative, or a non-
relative who may or may not perform some household tasks while providing care.

Family Day Care Home: Care provided in the caregiver's home, usually for no more than
six children, including those of the caregiver.

Day Care Center: Serves groups of seven or more children. Children are often grouped
according to their ages. Centers usually accommodate children two and one-half years
of age or older. Centers may be housed in private residences, churches, schools, or
other community buildings, or in specially constructed facilities.

These definitions generally apply to the care discussed in this report. However,
different sources of information may differ somewhat in exact numbers of children in
family day care homes or centers. Such discrepancies do not, for the most part,
affect the general picture of child care presented in this report. In this report,
group day care homes, treated as a separate category in some studies, are included
either in the family care or the center care category, depending on the number of
children cared for.

Description of Day Care and Child Development Services

As used in public debate over proposed child care legislation, a certain vagueness
surrounds the definition of day care and child development services. At the general
level, child development services are often thought of in terms of their general ob-
jective; i.e., enhancing the development of and/or the developmental opportunities
for children. In order to analyze the potential cost and benefit of such services in
any setting, it is necessary to establish a reference definition of such services.
Analysis of proposals for the provision of comprehensive child development services
indicates that child development services can be defined in terms of a number of dis-
crete components which can be examined and evaluated individually and to which costs
can be assigned. These services typically include: educational, nutritional, medical,
dental, psychological, and parent education. In some instances, transportation for
children and training for personnel are also included.

Day care: Offers custodial care, food, shelter, and
additional services.

Developmental Care (in a day care setting): Offers
child development services, but usually not all.

adult supervision, but no

custodial care plus one or more

Child Development Services

Nutritional Services: These services primarily provide food for children. They vary
by the number of meals and/or snacks provided avid their nutritional content. For pre-
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Psychological services can include the detection of a variety of behavior problems.
Social services can enable both the children and their families to participate in
beneficial child care arrangements.

In addition to the above services provided directly to the child and his family,
the training of child care personnel is sometimes included in a listing of child develop-
ment services. Training activities include the provision of reading materials, demon-
strations, discussions, staff meetings, orientation, formal classes and complete
training programs. Although the ultimate objective of training is the improvement of
the quality of care children receive, it is sometimes used as a means for utilizing
community residents, especially in programs such as Head Start.

Child Care Costs

The cost of purchasing child care in general and custodial day care in particular is a
critical policy variable in considering increased federal support to day care services.
Pertinent data include the minimum cost levels at which custodial day care can be pur-
chased for each of the various types of day care arrangements (including informal
arrangements, family or group care, and center care). Coupled,with a knowledge of
parent preferences and willingness to use these various types of care at various cost
levels, part of the necessary foundation is laid for the development of realistic
program cost estimates, pricing policies, and selection of appropriate payment mech-
anisms. Unfortunately, in spite of major national surveys in this area, major gaps
in knowledge remain.

Cost Estimates

There is considerable debate over the respective costs of custodial child care in
comparison with developmental child care. To gain perspective on this debate, it is
instructive to take into consideration not only estimates of costs but also empirical
data derived from actual operating experience. (Note 4 presents a detailed analysis
of cost estimates and survey data related to custodial day care and developmental care
by service components.)

Existing Child Care Costs

The most recent and complete survey of actual day care cost is provided by the Day
Care Survey - 1970. As would be expected, the cost of existing child care arrangements
and the services provided vary widely throughout the industry. The most expensive,
most comprehensive services tend to cluster in nonprofit centers, which, as mentioned
earlier, are heavily supported by federal funds. Higher costs and comprehensiveness
of services are not characteristics of the center mode of care but rather of nonprofit
centers. Many proprietary centers offer care at about one-third the cost of nonprofit
centers. Statistically, for whatever it means, the difference in cost between pro-
prietary centers and nonprofit centers is roughly equivalent to the amount of federal
and state or local subsidy provided to the nonprofit segment of the center industry.

Free Care

As indicated previously, approximately three-fourths of the arrangements used by working
mothers are free -- at least, money is not exchanged for the services -- (Low and
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Spindler, 1968). These free or inexpensive arrangements usually consist of care by
the father or other relative in the child's home; by the mother while working; or the
child is in school or the child cares for himself. The actual services delivered in
these arrangements are not known.

Family Home Care Costs

There is little national information about the services and costs in family day care
homes. Most family day care homes provide lunch for the children, about two-thirds
provide breakfast, and about a quarter of the homes provide dinner. Snacks are pro-
vided in about two-thirds to three-fourths of the homes (Day Care Survey - 1970).
Although some educational activities may take place, other child development services
are not formally included in family day care unless the caregivers are a part of a
larger day care system. Most family day care is provided in single family dwellings.

Nationally, 50% of family day care homes have weekly fees of between $7 and $12.99
-- $364 to $776 per year (Day Care Survey-1970, p. 23). Fees are generally reduced
for the second or third child from the same family.

Center Care Costs

Costs of center care vary with the services provided and with ownership (proprietary
or nonproprietary). Proprietary centers nearly always have lower annual per child

u
costs than nonprofit programs, $412 compared to $1,250 for preschool children, but

provide services. Approximately one-fourth of the day care centers provide
care at a cost of $400 per year, and about an equal number provide care at a cost of
$1,250 per year. The remaining 50% at about $800 per year (Day Care Survey-1970).
The factors contributing to these differences in costs have not been explained by the
literature. The more expensive child care programs generally report more services
provided, higher teacher salaries, and higher staff-to-child ratios. More expensive
centers are also newer, are more often operated by community agencies, have more
equipment, including more child-scale equipment and facilities, more extensive health
and education programs, serve disadvantaged families, and have more parent involvement
than the lowest cost programs. Differences in efficiency have not been studied.
Regional variations influence the costs of care. Child care services tend to
cost less in the southern part of the nation.

Two factors influencing the total costs of care for which data are available
are personnel and start-up costs. Personnel costs range from 45-80% of total center
budgets. Proprietary centers usually spend less for personnel than non-proprietary
centers. Approximately 127,000 paid staff members are employed in day care centers
at a median monthly salary of $358 (Day Care Survey-1970). Salaries range from less
than $300 per month in the lowest-cost centers to $380 per month in the highest-cost
programs. Staff characteristics vary with the services and costs of care. Few staff
members in the $400 programs have had education beyond high school and most are not
certified teachers. About half of the staff members in the most expensive centers have
some college education and are more apt to be certified.

The latest national survey of day care center costs was summarized as follows:

Good custodial centers approximate good home care. Centers providing custodial
care were defined as those that offer "...that kind of care which is necessary for
maintaining the physical well-being and safety of the child but without any systematic
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attempt to educate him. Good custodial care approximates good home care. They have
small child to staff ratios, variety and sufficient quantity of equipment and play-
things, adequate space, safe environments, warm and child loving adults, nutritious
food and happy children." (Day Care Survey - 1970, p. x)

"On the average, a center receives $400 yearly per full-day child for essen-
tially custodial care, $700 for a basic package of services that typically includes
an educational component, and $1,300 for reasonably comprehensive developmental
programs." (Day Care Survey - 1970, p. 2F)

No attempt was made to evaluate day care centers. Good and bad Type A [custo-
dial] centers can be found (Day Care Survey - 1970, p. x).

John Wilson in the introduction to the Day Care Survey-1970, states, "While
information on parent outlays and center incomes is not complete and inferences must
therefore be drawn with caution, it is reasonable to assume that actual costs in 1970
dollars to deliver comprehensive day care services are somewhat lower than usually
estimated."

Cost Estimate

The Office of Child Development prepared the following estimates
4

:

Preschool custodial per year Preschool developmental care per year

Family home care

Center care

$752 $1423

$813 $1245

These estimates are reduced from earlier estimates in 1967 which estimated the cost
of custodial preschool care in centers to be $1,245 and developmental care in centers
to be $2,320 per child per year.

The earlier higher cost estimates may reflect a tendency not to underestimate
the level of adequate care (for fear of harming children coupled with a desire to
provide as much child development services as possible), and the subsequent revision
of estimates may reflect increased confidence based on a fuller knowledge of actual
existing programs.5 The general price level at which adequate care can be purchased
for each type of arrangement is still not clearly established. Given the critical
policy implications of this question, further research on this issue is recommended
for priority attention.

2.3 Parent Preferences, Patterns of Usage, Consumer Satisfaction and Other Factors
Affecting Demand

Current Patterns of Use

As shown in Table 4, a variety of child care arrangements are utilized by working
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mothers in the United States. Most frequently arrangements for children under 14 years
of age are within the child's own neighborhood, either in his own home (46%) or the
home of someone else (16%) (Day Care Survey-1970; Low and Spindler, 1968, p. 70).
Other arrangements in order of their use by working mothers: the mother cares for the
child while working (13%); child cares for himself (8%); and group care (less than 5%).

Nearly one million children care for themselves. Although 21,000 of these children
were under six, the remainder were divided equally into children six to 11 and chil-
dren 12 to 13. Also, the majority of these children (59%) were left alone for less
than 10 hours per week (two hours per day). Almost all of the rest (34%) were left
alone for 10 to 19 hours per week. Thirty-seven thousand children were left alone for
40 hours or more per week but 33,0.00 of these children were 9-13 years of age. None
was under six years of age (Low and Spindler, 1968).

No day care arrangements are needed for approximately 15% of the children of
working mothers since their mothers work only while the children are in school.

The amount of time children spend in day care varies. Forty hours or more of
care a week are provided for about one-fourth of the children, while an equal number
are cared for less than 10 hours per week (Low and Spindler, 1968, p. 100). Care is
provided in multiple arrangements for approximately 11% of all of the children of
working mothers, not including school time (Low and Spindler, 1968, p. 73).

Relatives are the primary care givers while mothers work. Fathers care for 15%
of the children and other relatives care for an additional 29%.

This same general pattern of care is evident for all sub-groups of working
mothers, although the specific proportions within each category vary somewhat with
family income, ages, and numbers of children and whether the mother is employed full-
or part-time. Regardless of family income, the arrangement most frequently used is
in the child's own home. However, in low income families, somewhat less care takes
place in the child's home and caretakers are more apt to be relatives, while in higher
income families a greater proportion of in-home caretakers are non-relatives.

There are other differences between the higher and lower income families
(Table 4). The differences are in the number of children who care for themselves,
in the number of mothers who care for their own children while working, or work while
their children are in school, and in the number of children cared for by relatives.
One of the most prominent differences is in the number of children, especially of pre-
school age, who care for themselves. In families with incomes under $3,000, 11/2% of the
children under six care for themselves. In 1965, this totaled 10,000 children. Al-
though the percentage of the total is less than half that for the lowest income families,
there were 9,000 preschool children from families in the $3,000 to $5,999 range left to
care for themselves. As income increases, fewer preschool children are left alone.
The same trend is evident for school-aged children. Fifteen percent of the children
between six and 13 are left to care for themselves in the lowest income families
while only 10% care for themselves in the highest income families. In 1965, this
included 186,000 children from the lowest income level families and 304,000 from
families in the $3,000 to $5,999 income range.

The other arrangements which appear to be most affected by family income are the
proportion of mothers who care for their children while working and those who work
only while their children are in school. More of the low income mothers care for

29

38



TABLE 4 CURRENT CHILD CARE ARRANGEMENTS

TOTAL Less than $3,000
younger
than 6 6-13

younger
than 6 6-13

TOTAL
100.0% 100.0% 100.0% 100.0%

Care in own home 46.8 44.3 44.0 38.2

Father 14.7 15.3 6.3 8.0

Other relative 16.9 22.0 29.4 26.5

Under 16 years 2.1 5.7 7.6 4.8

16 years and over 14.8 16.3 21.7 21.7

Nonrelative 15.2 7.1 8.3 3.7

Nonrelative who looked
after children 8.7 3.3 6.5 2.7

Nonrelative who usually
did additional house-
hold chores 6.5 3.7 1.8 1.1

Care in someone else's home 31.1 9.3 29.7 9.5

Relative 14.9 4.7 15.2 5.9

Nonrelative 16.2 4.6 14.5 3.6

Other arrangements

Care in group care center 5.4 0.5 3.4 0.6

Child looked after self 0.6 11.5 1.6 14.9

Mother 15.8 33.7 21.2 36.4

Mother looked after child
while working 15.0 12.1 20.8 20.6

Mother worked only during
child's school hours 0.8 21.6 0.4 15.8

Other 0.3 0.7 ...... 0.4

Source: Low and Spindler, 1968, pp. 92-93.
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BY FAMILY INCOME AND AGE OF CHILD

$3,000 - $5,999 $6,000 - $9,999 Over $10,000
younger
than 6 6-13

younger
than 6 6-13

younger
than 6 6-13

100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

38.1 44.2 54.8 47.0 50.6 44.0

13.4 16.2 20.3 18.8 13.3 12.4

14.6 22.8 15.5 20.9 12.0 19.3

1.2 7.1 1.3 6.0 0.4 3.5

13.4 15.8 14.2 14.0 11.7 15.9

10.1 5.3 19.0 7.3 25.3 12.3

6.1 3.3 11.8 3.2 9.9 4.1

4.1 2.0 7.3 4.1 15.4 8.1

36.3 11.0 28.5 8.9 26.7 7.2

17.8 5.7 14.5 4.3 8.9 3.1

18.5 5.2 14.0 4.6 17.8 4.1

6.8 0.2 4.1 0.6 7.7 0.8

0.7 11.7 0.2 10.9 -- 9.9

17.9 32.6 11.8 31.9 15.0 37.0

17.7 13.0 10.6 8.3 12.9 11.3

0.2 19.6 1.1 23.6 2.2 25.7

0.2% 0.3% 0.7% 0.8% -- 1.2%

Table 4



their children while they are working; 21% of the children from families with incomes
under $3,000 are cared for in this way, while only 13% of children from families with
incomes over $10,000 are cared for by their mothers while their mothers are working.
The trend for mothers who work only while their children are in school is the opposite.
Fewer mothers at the lowest income level work only while their children are in school
(one out of seven) while one out of every four mothers from the over $10,000 level
works only during the children's school hours.

There are also some differences by income among those who care for the children.
The proportion of children cared for in their own homes increases with family income
from 44% for the lowest income families to 51% for those with incomes over $10,000.
Children in lower income families are more apt to be cared for by relatives than
are children from higher income families. Nearly 8% of the children being cared for
by relatives are relatives under 16 years old. There is an increase with income in
the number of caretakers who also do housework from less than 2% among those in low
income levels to 15% among those at the highest income levels.

As is evident from the general patterns of care, formal arrangements in either
family day care homes (about 10%) or group care (around 5%) accommodate very few
children of the nation's working mothers (Day Care Survey-1970; Low and Spindler,
1968, p.70) In 1970 this totaled approximately 1.3 million children (Day Care
Survey-1970).

There are some clear differences between families using formal and informal
child care arrangements. Users of day care centers have fewer children, are more
apt to be single parent families, and have an annual family income slightly below
the national average.

Consumer Satisfaction

Initially, choices of child care arrangements are strongly influenced by the cost and
the convenience of the care to the family. Continued satisfaction with arrangements
appears to be related to qualities of the caretaker.

Distance from home is a second factor affecting the use of child care services.
Although no national data are available, one mile or less seems to be the distance
that about 70% of the consumers are willing to travel to deliver their children to
child care settings (Emlen, 1971; Day Care: Planning to Meet Community Needs, 1970).

Most working mothers report being satisfied with their arrangements. (Day Care
Survey-1970; Low and Spindler, 1968, 110). Changes desired by center users are for
improved center care. Leaving children with relatives under 16 years old, in the home
of a non-relative or to look after themselves are viewed as the least satisfactory
arrangements.

Satisfaction with formal arrangements outside the child's home has been found
to be somewhat more child centered than the initial reason for selection of care.
In family day care, the caregiver's concern for the child was found to be the strongest
factor in the mother's satisfaction with the arrangement (Emlen, 1971). In another
small study, personal attributes of the caregiver and quality of care were the cri-
teria cited nearly as frequently as convenience as reasons why they chose their
child care arrangement (Who Cares for the Children?, 1970).



Parents' Preferences and Other Factors Affecting Demand

In addition to estimates of the total demand for child care, information about demand
for specific types of care must be considered in planning for services. Indications
of potential demand for services are waiting lists for some programs, expressed pre-
ferences for types of care, the number of mothers currently working who would change
arrangements if their preferred alternatives were available, trends in the employment
of women and patterns of utilization.

Approximately 164,000 children are on waiting lists for day care centers. Eighty
percent of these are on the waiting lists for non-proprietary centers. A part of
this demand, however, is apparently due to the uneven distribution of centers since
there are estimated 63,000 vacancies (evenly divided between proprietary and non-pro-
prietary programs) in other day care centers (Day Care Survey-1970).

Expressed preferences for child care arrangements vary some from the actual
patterns of usage. While care in their own home is the expressed preference of the
majority of working or potentially employed women at all income levels, center care
is the next most desirable. About one-third of the working mothers, including those
using other types of care, express preference for center care and about an equal
number of non-working mothers say that if they went to work they would prefer to have
their children cared for in centers (Day Care Survey-1970).

The clear first preference of parents is for good care, food, and safety of the
child. The specific services parents consider desirable are qualified staff and child
development related educational and medical services. Closeness to home and low cost
are particular concerns for low-income families.

The amount parents are willing to pay for desired care, however, is around $10
per week for preschool children and less for school-age children. More than half of
the mothers of school-age children said they would not be willing to pay anything
for their care (Day Care Survey-1970). This reflects actual behavior in terms of the
age of children left to care for themselves.

Interpretation of parent preference data is difficult since parents may tend to
express preference for the more socially acceptable services. Also, many respondents
to preference surveys indicate a lack of information about the range of possible child
care arrangements (Who Cares for the Children?, 1970; Zamoff, 1971).

Besides preferences for types of care, there are some general trends which could
increase the demand for services of all types. Trends and changes that could effect
demand include the growth, nature, and size of families; changes in public attitudes
toward the employment of women and toward different patterns of child care; changes
in the value the public places on preschool education; and changes in the labor
market.

Participation of women in the labor force is affected by (a) the number and ages
of the children in the family; (b) the educational level of the mother; (c) stability
of the marriage; and (d) presence in the household of adult female relatives. Trends
in these factors show a decreasing number of children per family, increasing levels of
mothers' education, increasing numbers of disrupted marriages, and decreasing numbers
of female adults living in the households. The implications of these trends are that
not only will there be greater numbers of women in the labor force in the future, but
that the rate of women joining the labor force will increase. Therefore, the need for
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child care can be expected to increase over the next decade. The decrease in family
size and the resulting decrease in the number of births and the number of preschool
children over the next decade could increase the demand for day care, since women with
smaller families have higher rates of participation in the labor force. Also, women
with higher levels of education are those who are having small families, which tends
to increase the demand for day care even more (see Final Report, VIII).

During the last decade the labor force participation rates of mothers of pre-
school children have increased more rapidly than the rates of mother of older children
(60% compared with 20%). Both the total number of working women and their rate of
participation are expected to increase during the 1970's (Travis, 1970).

There are also corresponding 'changes in the attitudes of the public, especially
among younger people, toward greater acceptance and support both of women working and
the care of children outside of the family setting. If these younger people carry
their attitudes with them through the decade, this could also lead to an increased
demand for day care (see Final Report, VI).

A trend that could directly affect the components provided in child care programs
is the increased enrollment of preschool children from high-income families in nursery
schools. While mothers from higher-income families are less apt to work and do not
utilize day care, they evidently feel some preschool experience outside of their homes
is desirable. This trend may have two different implications for the provision of
day care. First, this trend may filter downward to lower-income middle-class families,
who may also desire such preschool experience for their children but who cannot pre-
sently afford them. Second, as low-income families move to higher economic status,
they may also come to value preschool experiences for their children. The Head Start
Program may accelerate the acceptance and value of these programs among low-income
families.

2.4 Organization of the Industry

The services supplied by the day care industry are divided into two major components:
the 85% which are informal and provided mostly free or inexpensively either in the
child's own home or outside by relatives and the 15% that are provided in centers and
family day care homes. Little is systematically known about the informal portion and
relatively little is known about family day care homes.

With few exceptions, formal day care operations are small and local. Nearly all
family day care homes and the majority of day care centers (60%) are small owner-
operator type businesses, although some of these owners do not consider themselves
"in business" in the traditional sense.

Centers

There are an estimated 17,500 centers in the United States with an average of 33
children each (Day Care Survey-1970). Centers range in size from seven to over 100
children, but the majority had full day enrollments between 13 and 44 children. Only
a little over 400 day care centers in the United States are estimated to have more
than 100 children enrolled (Day Care Survey-1970). Most centers serve 3 to 5 year
old children.
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Although only 40% of the total numbers of centers are non-proprietary, about
half of the children attend such centers. Non-proprietary centers are sponsored by
a variety of different community organizations. Non-profit centers sponsored by
churches account for 18 of the 40%, making this the largest single form of spon-
sorship. The oldest day care programs are those operated by United Fund agencies.
It is estimated that public school day care centers provide care for a little over
100,000 children, about 8% of the total (Day Care Survey-1970).

Proprietary day care centers are more apt to provide custodial care, while
more of the comprehensive child development services are found in the non-profit
centers.

The facilities for proprietary centers are usually owned by the proprietor.
Non-proprietary centers usually rent facilities.

There have been some recent attempts to establish chain or franchise day care
centers (Breathitt, 1969; Elliott, 1971, a, b, c, d). Some of these new programs are
backed by established firms in other fields such as Gerber Products, General Electric,
Performance Systems and the Singer Company. However, the total number of chains or
franchise companies in the nation probably is less than 50 and some have not yet opened
any centers. Less than 10 of these firms had more than 10 centers in operation in
1971. Only four firms had 20 or more centers underway. The largest number of centers
franchised by a single firm are those co-owned by CenCor, Inc., which reports 65
centers (Les Petite Academies). At least three companies have discontinued child
care services.

The individual centers of most of the chain or franchise operations are planned
to accommodate 100-200 children. The largest centers projected are those of Educare,
which would serve about 2,000 with over 230 children in each center (Educare, 1970).

A few centers have been sponsored by industries as a benefit for their employees.
The most prevalent are those of hospitals. There are about 100 hospital operated or
sponsored programs in the country (Child Care Services Provided by Hospitals, 1970).
Other industry related programs are KLH, Ohio and Illinois Bell Telephone, Control
Data Corporation, and Amalgamated Clothing Workers of America, union sponsored centers.
Several of these centers now admit children of non-employees in order to reach
capacity (Hawkins, et al, n.d.).

Except for the few centers which are parts of a community or school system or
a commercial chain, individual day care centers are usually operated independently
with few contacts with each other. In a few cities, owners have organized private
child care associations. There may be some cooperative referrals with different
centers, especially among the non-profit programs, but there is little direct commu-
nication. Some of the Community Coordination Child Care (4-C) efforts are attempting
to organize joint purchasing, training, referral, and professional resource personnel,
especially in the fields of health and education.

Even at the federal level, where there are numerous agencies and department
involved in day care services, there is little communication or coordination. Despite
interagency requirements, administration is fragmented and inconsistent. Centers at
the local level, especially non-profit centers, with more than one source of funds,
must prepare different applications and reports for each of the federal agencies
involved (Final Report, III; Study of Child Care Objectives, 1972).
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Family Day Care Homes

The average number of children cared for in each of the 450,000 family day care homes
in the United States is less than two although they range from one to seven children
(Day Care Survey-1970). Family day care homes are more apt to have children under
two years old. Family day care takes place in the home of the caregiver. The care-
givers have limited formal contact with each other, although some operators may be
acquainted on an informal basis. A few organized systems of family day care exist
in some of the larger cities, such as Houston and New York. The New York City program,
which is the largest, involves nearly 1,000 teacher-mothers, with a maximum of six
children each (Roupp, 1971).

Growth

The growth rate of day care services is difficult to estimate since data are not
available on informal arrangements, the largest source of care or for family day care
homes most of which are unlicensed. The number of day care slots available in day
care centers and licensed homes was estimated as 475,000 in 1967; 640,000 in 1969;
and 745,000 in 1970. (Day Care Facts, 1970; Day Care Survey-1970; Low and Spindler,
1968).

Reports of the length of time day care centers and family homes have been in
operation also indicate recent rapid growth. Two-thirds of the centers and homes have
been in operation less than three years. Most of the remaining third have been
operating over five years (Day Care Survey-1970, p. 42).

Little is known about the life span of day care operations. The half-life of
day care centers is reported to be three years in Chicago (McClellan, 1971). There
is also some indication that some child care programs are discouraged or restrained
from entering the market by licensing regulations and agencies (State and Local
Licensing Requirements, 1971).

2.5 Regulation of the Industry

The 85% of the industry that is informal is not regulated by any formal mechanism.
However, most parents exercise considerable quality control over the care arrangements
they make for their children in the normal course of their relationships with the
persons providing care.

The formal day care industry, centers and family day care homes, in addition to the
parent quality checks, is regulated primarily by state and local licensing codes.
All but two states, Idaho and Mississippi, have mandatory licensing of centers, but
only 37 states require family day care homes to be licensed. About half of these
states exclude the family day care home from licensing if the caregiver is a relative,
and some exempt from licensing homes that serve only children from one family.

In addition to the state and local requirements, centers receiving any federal
funds are supposed to meet Federal Interagency Day Care Requirements, which generally
are more stringent than state laws and generally require: provision of a full range of
services including social, educational, and health; parent participation; and opportu-
nity for employment of poor people. These requirements are currently being revised.
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The licensing authority in most states is the department of welfare. Centers
are usually licensed by the state agency while family day care homes are approved
by county departments. No two states, cities or counties, however, follow the same
specific procedures or interpret regulations in the same way (State and Local Day
Care Licensing Requirements, 1971). There is currently an effort underway, sponsored
jointly by the Office of Economic Opportunity and the Office of Child Development,
to develop a model state licensing code. Thirty-seven states are either revising or
planning to revision their regulations.

At present, the licensing process is lengthy, involving approval by several
different agencies at the local level. An estimated 90% of centers are licensed but
only 2% of the family day care homes are. Even when homes and centers are licensed,
they do not necessarily meet all the requirements.

In order to be licensed, applicants must successfully complete 15-20 major tasks.
Each center and home must meet requirements established by the department of welfare,
fire safety, zoning, health and building codes. The requirements of these latter
codes are the most frequently cited sources of delay in the licensing process. Infor-
mation from local officials and licensing agency records shows that average number of
days that licensing is delayed in the process of meeting the requirements of each of
these codes: fire inspection, 38 days; sanitation inspection, 23 days; health inspec-
tion, 35 days; zoning, 40 days; and general processing, technical reviews, caseworker
reports, etc., 40 days (State and Local Day Care Licensing Requirements, 1971, p. 29).

Over half of the applicants who do not complete the licensing process give as
their reasons the licensing requirements. Most are unable to meet the requirements
for the physical structure and fire safety apparatus. Forty-two percent cite business
reasons, primarily insufficient funds or the decision to obtain other employment. In
the majority of states licenses for the operation of day care centers and homes are
valid only one year; then the operator must essentially repeat the process.

2.6 Barriers to Entry into the Current Day Care Industry.

There are at least three major barriers to entry into the current day care industry.
These apply mainly to center care.

Start up Costs

Available evidence indicates that establishment of day care centers requires signi-
ficant start up costs when "new firms" enter the day care market place.

Construction costs range from $1,000 to $1,200 per child. Renovation costs may
be less, about $500-$1,000 per child (see Final Report, IV, vol.1). However, there may
be differences unrelated to basic start-up costs in the building of new facilities.
These may include the quality of the completed structure, maintenance costs, ease in
meeting licensing requirements, and usable space. In addition to facility costs,
approximately $100 per child is needed 'for equipment.

Day care centers are not "quick profit" investments. Franchises sell for
$20,000-$35,000. One franchise advertises the land acquisition, building and equip-
ment of a school for 150 children, training of two master Montessori teachers, com-
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munity education program, national public relations and advertising and consultation
during the program's formative period for $35,000, plus an annual management fee of
$7,500 or 5% or gross income, whichever is greater (L'Academie Montessori, Inc.,
1970).

Another new proprietary company anticipates losses of $50,000-$90,000 during each
of the first three years of operation of each center; after this period, 15% profit
is expected (Mason, 1971). This estimate requires enrollment of 150 children at a
charge of $1,650 per child per year for a full-day program to break even at $225,000.
Fees for the children in these centers must be paid in advance or a 10% carrying
charge is added.

A third private corporation which has purchased land for its first day care
center states in its offering circular that "no assurance can be given that such
centers, if and when they are built, can be operated on a profitable basis by the
company" (Synergetic Systems, 1971, p. 8).

Licensing

Licensing requirements for formal care, (family or center care) are often difficult,
time consuming and costly to meet. While such requirements screen out some truely
unqualified providers, in their present form they may also prevent some qualified
providers from entering the market.

Technical Knowledge and Know-how

Some organizations desiring to enter the day care field, especially those representing
minority or disadvantaged populations, lack the experience and know-how necessary to
raise the initial start up costs, meet licensing requirements and organize the initial
programs.

Organizations have reported difficulty in recruiting center directors and man-
agers (though not general staff).

2.7 Status of the Industry

The current day care industry in the United States is a vast private industry serving
over 25.8 million children under 18 (5.8 million under six) and 11.8 million working
mothers in 1969.

The largest portion of this care (85%) is privately provided by family members
and relatives. Even within the 15% of the formal arrangements, 12% are provided by
proprietary providers. Within the remaining 3% of the non-proprietary providers, the
churches constitute the largest single source of sponsorship.

To replace the existing day care industry, even assuming that the relatively low
costs that now prevail were to remain unchanged and that demand for care was limited
to working mothers only, would require an initial capital investment of $19 billion,
an annual payroll of $8.8 billion, and estimated annual costs of $14.5 billion. This
would provide day care (not child development) services to the children of working
mothers only. Other child development programs such as Head Start, which serve mainly
non-working mothers, would add to these costs.
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Estimated Replacement Costs of the
Private Day Care Industry (for

Children under 14 of Working Mothers Only)
6

Capital Investment
Facilities

private informal care (at $1000/child
construction) .

family day care (at $1000/child
construction)

center care (17,546 centers at $50,000)

Million

$16,500

825

877

$18,192

Equipment

private informal care (at $40/child) $ 660

family day care (at $40/child) 33

center care 44

$ 837

Payroll

private informal care (at $350/month and
1/10 staff ratio) $ 6,930

family day care (at $350/month and
1/10 staff ratio) 347

center care (at $350/month) 423

$ 8,690

Estimated Total Annual Cost $14,483

2.8 Summary

Of all the existing arrangements made by working mothers, the most widespread is care
in their own homes (46%). Most of the children cared for in their own homes are looked
after by relatives; children from families whose incomes are less than $3,000 per year
are cared for by relatives to a substantially greater extent than are children in
general. The formal child care industry (centers and family day care homes) serves
about 1.3 million children, less than 15% of all children of working mothers; more
than half of these formal arrangements are in family day care homes. More than half
of the children of working mothers come from families whose annual incomes are less
than $6,000; 80% come from families whose incomes are less than $10,000.
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Half of the centers and most of the family day care homes are proprietary busi-
nesses. Proprietary centers tend to be smaller than non-proprietary centers, and
tend to offer custodial care. Non-proprietary centers are more apt to offer child
development services.

Most working mothers report being satisfied with their current child care
arrangements. Most current arrangements are either free or very inexpensive (less
than $2 a week) and are located less than a mile from the mothers' homes. Surveys
indicate that, initially at least, the factors of cost and convenience to the family
care the strongest influences on mothers' choices of arrangements; continued satis-
faction, however, is more strongly influenced by their opinion of the quality of the
caregiver. Expressed preferences for arrangements do not coincide with patterns of
use: The majority of mothers seem to prefer in-home care, and make extensive use of
such care; but the next largest expressed preference is for center care, which is
the least-used arrangement. Current public attitudes imply a growing acceptance,
perhaps even a preference, among parents for preschool child care as a necessity be-
cause of employment and as an aid to children's educations.

The annual expenditures for the care of children in the United States are esti-
mated to be nearly $1.4 billion. Of this amount, it is estimated that $229 million
comes from federal sources. Parents' fees are the primary source of the remainder;
of those who do pay for care the average cost is around $500 per year. Some funds
also come from state and local governments and some from contributions. Most federal
funds are probably used for non-proprietary center and family care.

The costs of care vary with the services offered. The estimated annual cost of
care in a center providing basic care and supervision is $400 per child, approximately
$700 per year per child for centers offering some educational activities, and $1,300
per year for centers providing child development services. Two major cost areas are
personnel and the initial financing of facilities.

Quality of care is currently controlled through licensing. The system, however,
is relatively ineffective; the requirements are not uniform throughout the nation and
most children are cared for in programs not covered by license requirements.
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3.0 POLICY ISSUE: SHOULD THE FEDERAL GOVERNMENT PROVIDE MORE
DAY CARE SERVICES?

SIMM1911906171190Rtrn,

The analysis presented in this section concludes that there is no doubt that the
increased availability of day care services will be of real value to some families
and that some of the federal objectives stated could be served by an increased
federal role in day care. Thus we recommend that an increased federal role be
actively and carefully considered on the basis of its merits and associated costs by
federal policy makers. Since objectives considered are multiple, and in some cases
contradictory (for example, lowering or reducing welfare-related costs conflicts in
part with objectives associated with increased service), and since costs-allocation
decisions are policy questions outside the scope of our analysis, our recommendations
on the policy question: "Should the federal government provide more day care services?"
are neutral. Rather, we have attempted to organize results and findings relevant
to the costs and benefits of various federal actions in relation to various federal
objectives and leave policy decisions in the hands of the policy makers.

The federal objectives that we analyze in this chapter are described in some
detail in chapter one. We have rephrased them slightly for the purposes of the dis-
cussion here; they are as follows:

1. Reducing the number of children now receiving inadequate day care services, such
as children left to care for themselves.

2. Decreasing the cost of welfare (either the current AFDC program or the H.R.1
program) by helping mothers to work.

3. Increasing the net income of poor families by helping mothers to work.

4. Increasing the work fare concept (reduce "free loading"):

by decreasing the welfare rolls by helping mothers who can work their way
off welfare to do so, and

by increasing the percentage of mothers on welfare who are also working and
thus contributing toward their support.

5. Increasing opportunities for women outside the home.

(Objectives four and seven in the discussion presented in chapter one have not been
included in this listing, as they are not pertinent to the policy question under
analysis in this chapter. They relate, respectively, to child development and to
delivery systems, which are discussed in chapters four and six of this Summary Report.)

The impact of increased federal day care support is considered for three major
categories of families:

1. The welfare poor, (basically, current AFDC families-- female headed households);

2. The working poor, (families with incomes under $4,000 generally not eligible for
AFDC but eligible under H.R.1);

3. The near poor, families with incomes between $4,000 and $8,000.1

41

50



Since the cost level of day care to be furnished is itself a policy question,
we have analyzed the implications of various levels of cost. The day care services
for each category of family are considered at cost levels of $400, $800, $1,200 and
$2,000 per year for preschool children for both welfare poor and working poor families
and $400, $800 and $1,200 for near-poor families. Care for school-age children is
considered for both welfare-poor and working-poor families at $300 per year.2 (See
"Notes" for this chapter for a description of the type of services that would typically
be purchased for each price level.)

The estimation of the potential impact of day care services in relation to
federal objectives requires that certain conditions be assumed. The estimates pre-
sented here assume that: (1) a variety of day care settings are available; (2) the
use of the services is voluntary; and (3) there is a reasonably good labor market
(4% unemployment).3 The estimates of the employment response were developed from
several different approaches, including economic models (wage subsidy), employment
behavior by characteristics of mothers and children, and survey results.4

3.1 Replacement of Existing "Inadequate Care" with "Adequate Care"

A major reason often offered for increased federal provision of day care services is
that existing day care arrangements used by working parents are inadequate. What
effect would the increased provision of day care services have on moving children
from "inadequate care" to "adequate" or "better than adequate care "?

Obviously, the key to this estimate is the definition of inadequate, adequate,
or better than adequate care. There are no agreed upon definitions of these terms.
Some definitions of inadequate care that have been offered arbitrarily exclude many
day care arrangements that may be of excellent quality. The following subsection
presents some examples.

Possible Definitions of Adequate Care

1. All care not in licensed facilities is inadequate.

This definition automatically defines as inadequate the 70% of day care arrangements
that do not have to be licensed, including over half of all day care arrangements
where a relative cares for the child (usually the the child's father in the child's own
home). Many such day care arrangements may not only be adequate but some may even
be more than adequate.

2. All day care not in comprehensive day care centers is inadequate.

This definition defines as inadequate not only all care in the child's own home but
also all care in family day care homes or in the home of a relative. Many children
receive "comprehensive services" through their own families and hence do not need
such services in a day care setting.

The first definition is often used to measure the need for
For example, one proposed day care bill states: ". . .there are
spaces in licensed day care centers to serve the over 5 million
whose mothers work" ("Economic Opportunity Amendments of 1972.,"
implies that all of the five million preschool children need to
day care centers if they are to receive adequate care. There are no sources of data

day care services.
fewer than 700,000
preschool children
p. S1971). This
be served in licensed
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to determine exactly where the five million preschool children of working mothers
are cared for, but an analysis of the care arrangements of approximately 1.6 million
preschool children of working mothers with family incomes under $8,000 per year
indicates the inappropriateness of measuring the "need" for day care by the difference
between the number of children of working mothers and the number of licensed day
care slots.

Table 6 shows the distribution of arrangements for the 1.6 million preschool
children by the type of care and by whether the types of care are licensed -- that
is, subject to license requirements. The large majority of children, more than 70%,
are cared for in situations not subject to license requirements.

More than 915,000 arrangements, or 44% of the care, was in the child's own home.
The largest single group of caretakers in the home were fathers, who provided care in
377,000, or 19% of the cases. Hence, almost one out of every five children cared
for in an "unlicensed" facility was cared for by his father in his own home. Another
15% of the children are cared for outside the home by a relative, also an "unlicensed"
caregiver in an "unlicensed" facility.

Only about 30% of the arrangements (603,000) are subject to licensing. Further,
the largest group of care outside the home is in family day care homes, which in
some states and under some conditions are not subject to licensing. (The rule is
usually that homes caring for less than three children are not required to have a
license. Since the average enrollment per family home was 1.6 children and about
half the homes cared for only one child, it is reasonable that many of these homes
are not licensed because there is no requirement for licensure.)

In view of the situation described above, unless one is willing to require
fathers (and other relatives) to be licensed to care for their own children or unless
one is willing to require that all children be cared for outside their own home in
centers or licensed family homes, it is unlikely that even half of the children of
working mothers will ever be cared for in licensed facilities. This is especially
true since care by fathers and relatives in the home is assigned the highest level
of satisfaction by mothers in preference surveys (Day Care Survey-1970).

Thus, the difference between the number of children of working mothers and the
number of licensed day care slots is an unrealistic measure of either the lack of
adequate care or the need for more licensed day care slots.

What can be used as measures of the effect of increased day care services on
the number of children receiving inadequate care? In view of the lack of accepted
objective standards of adequate care there are two possible definitions of day care
situations that might be reasonable to use as definitions of inadequate care. These
are situations where (1) a child (especially preschool) is left to care for himself,
and (2) situations where the mother states that she is "not very well satisfied" with
the care arrangement.

Child Cares for Himself

It can, perhaps, be agreed that care by a child for himself, especially a preschool
child, is inadequate. Of mothers using this type of care (for both preschool and
school-age children) only 38% indicate that they are very well satisfied with it;
39% are pretty well satisfied; and 12% are "not very well satisfied" with it."
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Table 6: Day Care Arrangements for Preschool Children
of Working Mothers with Incomes Under $8,000*

Type of
arrangements

Number of
arrangements**
(Thousands) Percents1

Child in school 107§ 5.0%

Mother care for child
while working 92 5.0

Child cares for self 1] 1.0

In-home care 915 44.0

by father 377 19

by sibling 85 4

by relative 302 14

by non-relative 150 7

Out-of-home care 920 45.0

by relative 317 15

by non-relative 22 2

day care homes 366 18

day care centers 215 10

TOTAL 2045 100%

License
status

licensable

not subject to licensing

not subject to licensing

not subject to licensing

not subject to licensing

not subject to licensing

not subject to licensing

not subject to licensing

not subject to licensing

may be licensable

may be licensable

licensable

Derived from tables 4.27, 4.28, 4.29 Day Care Survey-1970

Since mothers often make more than one arrangement, there are about two million
arrangements for the 1.6 million preschool children.

Nursery school, etc.

To nearest whole percent

Table 6
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For families with incomes less than $8,000 there are reported approximately
11,000 situations where preschool children are left to care for themselves and 249,000
situations where school-age children (six to 14 years) care for themselves. Most of
these arrangements, about 65% (160,000) are short-term situations of less than two
hours, almost all the remaining ones, 97,000, are for between two and five hours;
3,000, or about 1 %, are for more than nine hours. Most of these arrangements are prob-
ably school-age children caring for themselves after school.

There is no information on why the mothers leave their children to care for
themselves. However, on the basis of the characteristics of the hours of care and
type of children involved, it might be concluded that if day care services were to
reduce substantially the number of. children left to care for themselves, such services
would have to include;(1) short term care situations and (2) many after school care
situations for children six or older. Thus, the creation of centers whose priority
for care is assigned to full-day preschool children may not significantly help
children now left to care for themselves. Also, approximately 50% of the mothers
would prefer an after school supervised recreational program for their school age
children.

Since 39% of the mothers indicate that they are "very well satisfied" with the
arrangement of leaving children to care for themselves, it could not be expected that
the provision of day care services would eliminate all cases where the child is left
to care for himself. It could be expected that, if given the opportunity, mothers
would, at the minimum, make new arrangements for the 31,000 situations where mothers
are dissatisfied with the arrangement of leaving the children to care for themselves.

C41%1 Not Satisfactory to Mothers

On the basis of the mothers' own evaluation, there are some 358,000 care situations with
which the mother states she is "not very well satisfied." These are distributed as
follows:

Type of Arrangement
Number of Unsatisfactory
Situations*

Mother watches child while
she works 36,000

Child cares for self 31,000

In-home care 126,000
by father 49,000
by sibling 35,000
by other relative 10,000
by non-relative 32,000

Out-of-home care 166,000
by relative 76,000
by non-relative 7,000
day care home 74,000
day care center 9,000

*(Derived from table 4.37 Day Care Survey-1970)
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These unsafisfactory arrangements are 9% of all day care arrangements and are dis-
tributed across all types of care arrangements.

Nothing is directly known about why the mothers are dissatisfied with the care
arrangements-- although the same survey indicated that most mothers expected that day
care should provide good care, good food, and a safe place to leave the child. It
may be these aspects of the arrangement with which the mother is dissatisfied. This is
supported by the fact that, while only 9% of the mothers were "not pretty well satisfied"
with their day care arrangements, over 50% desired to change their current arrangements.
This desire to change may thus be related to factors other than the characteristics of
the care itself, and include such aspects as the convenience (time, location, hours,
distance from home) or the cost of the care.

It might be concluded that if given the opportunity these mothers would seek to
replace at least 358,000 arrangements that at least in their own evaluation were un-
satisfactory. Also, after-school supervised recreational programs for school-age
children would probably be heavily used if available, since 50% of the mothers prefer
this arrangement.

3.2 School-Age Day Care for Poor Families

The provision of day care services for school-age children will increase the
employment response of poor mothers, by less than 5%. Specific findings for the welfare
poor and the working poor are as follows:

Welfare Poor

Families now receiving welfare (AFDC) tend to include children younger than six. "Be-
cause families with older children usually leave the program, the AFDC caseload is
mainly one of young people (60% of the AFDC families have at least one child under
the age of six)" (emphasis added; Services to AFDC Families, HEW, July 1971).

Mothers whose children are six years old or older already participate in the
labor force to a considerable extent. For example, nearly 70% of female heads-of-
households (with less than $3,500 income other than their own wage) and whose chil-
dren are all older than six are already in the labor force (Final Report, II, V. 1,
Ch. 5, tables 19 and 20).

Hence, AFDC mothers whose children are six and older who remain on AFDC may do
so because they are unable to work (physically incapacitated, lack of skills, age)
or cannot find work, and not because they lack child care services. (Statistics on
AFDC mothers by status of the mothers with children six and older would be able to
verify if this is so. However, AFDC survey data is not presently broken down by
status of the mother with only children over six. With the available published sta-
tistics, it is impossible to tell how many AFDC mothers with children over six are
already employed.)

The number of school-age children left to care for themselves (some 15% of all
known child care arrangements for AFDC school-age children) is further evidence that
the lack of child care services for school-age children does not prevent AFDC mothers
from taking jobs (though it may present evidence of the lack of day care services for
school-age children).
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Working Poor

The same facts generally apply to working-poor mothers. More than 55% of all mothers
in poor, two-parent families whose children are all six years old or older are already
working.

Because the employment response to school-age day care services is expected to be
low, the following estimates should be viewed not as precise numbers but as general
indicators of the low magnitude of the possible response.

Employment Response to School-Age Day Cares
(Mothers Whose Children Are Older Than Six)

Mothers working Increase

Welfare poor (unknown) 2.7%

Working poor 55% 5.0%

Based upon the above estimates, a mandatory work requirement for all AFDC mothers
whose children are older than six may not produce much employment response. Recent
changes in welfare programs in New York City and California should provide the first
empirical information on the effect of this policy decision. Because of the low
employment response to the provision of day care services for school-age children,
such a program would have little or no effect in achieving the federal objectives
of reducing welfare cost, increasing the "workfare" concept, or increasing the income
of poor families.

3.3 Can Preschool Day Care Services Decrease the Short-,Term Costs of Welfare?

The provision of federal financial support to all preschool children of low-income
working mothers will not decrease the cost of welfare; the cost of the day care services
will increase total welfare costs.

Welfare Poor

The provision of preschool day care services to the welfare poor (female-headed
households) would decrease welfare payments by approximately $36 million, plus an
additional $3 million in increased income taxes, thus resulting in a gross savings
to the federal government of $39 million. (The cost for the program is based on
benefit levels of $2,400 for a family of four plus work incentives of 30 plus one-
third.)

The cost of the day care services is, however, greater than the savings brought
about by the reduced welfare costs. Thus, in total, a day care program would increase
rather than decrease the total cost of the welfare services. Table 7 shows the amounts
for alternative costs of day care services.
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Table 7: Welfare Costs for Welfare Poor

Savings
Total day (welfare plus

Day care cost care costs income tax) Net loss
per year (millions) (millions) (millions)

$ 400 $ 203 $39 $164

$ 800 $ 406 $39 $367

$1200 $ 610 $39 $571

$2000 $1016 $39 $977

The basic reason for the high costs of the day care program is that the day care
costs of some 446,000 children of mothers who are already working must be paid for,
as well as the cost of the day care for the 62,000 children of mothers who would enter
the labor force as a result of the day care program. If the day care program could be
limited to paying for the cost of the day care of only the 62,000 children of mothers
newly entering the labor force (as a result of the program) the cost of this care,
$25 million (at $400 per year), would be less than the estimated reduction of welfare
costs, $39 million. Total savings in this case would be $14 million. If the program
were further limited to the 4,000 mothers with only one child requiring care, the cost
of the care, $1.2 million, would be less than the cost reduction of $11.5 million, a
saving of $9.9 million.

Working Poor

The situation is similar for the working poor. Under an H.R.1 benefit-level plan, the
cost of day care services is greater than the estimated reduction in welfare costs.
For this group, the estimated welfare reductions are $30 million; they will also con-
tribute an additional $10 million in income tax payments, so the total savings is
estimated to be $40 million.

However, the cost of providing day care to the 310,000 children of already-
working mothers in the group, plus the 91,000 children of newly working mothers, at
$400 per year, is $160 million, greater than the reduced welfare costs. Table 8
shows the comparisons at different costs per year of day care.

Table 8: Welfare Costs for Working Poor

Cost per year
of day care

Savings
Total day (welfare plus
care cost income tax) Net loss
(millions) (millions) (millions)

$ 400 $160 $40 $120

$ 800 $321 $40 $281

$1200 $481 $40 $468

$2000 $802 $40 $762
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As with the previous group, the cost of the day care is great because of the cost of
care for the children of mothers who are already working.

3.4 Can Day Care Increase Net Incomes for Poor Families?

The provision of day care services is estimated to be effective when measured against
the objective of increasing family income for poor families in which the mother is
able to work.

Welfare Poor

For the welfare poor it is estimated that the provision of day care services will allow
approximately 29,000 families with 50,000 children to leave poverty.6 Six thousand of
the families, with 11,000 children, will be in near poverty and 23,000 families, with
39,000 children,will be able to achieve a non-poverty status due to increased earnings.
These families will have increased earnings of $128 million and increased family income
of $90 million (see note 6 for the definition of poverty used in this analysis and for
tables of increased earnings).

1 Working Poor

f, For the working poor, the earnings of the working mother will allow 20,000 families,
with 37,000 children, to leave poverty. Seven thousand of the families, with 12,000

h children, will be in near poverty; and 13,000 families, with 25,000 children, will be
able to achieve non-poverty. These families will have increased earnings of $149 million
and increased family income of $108 million.

i

t Near Poor

l' For the near poor (families with incomes between $4,000 and $8,000), the earnings of
[ the wife will increase the total family income by 25%. However, this percentage will

iincrease with more mothers taking full-time work. For example, WIN graduates averaged
$2.28 per hour and 38.7 hours per week (Social Security Amendments of 1971, Appendix
B. Senate Hearings, July and August 1971, Table 14). This is $4,588 per year and thus
may raise the income of these near-poor families by 50% to 100%. These families will

N have increased family earnings of $1,147 million.

3.5 Increased "Workfare" Concept

It is argued by some, particularly members of the middle class, that it is undesirable
for society to use tax monies to offer welfare payments to individuals and families
who have the potential to contribute something constructive to society but are not
doing so. The feeling against giving something for nothing runs so strong in some
citizens that it raises the policy question of the desirability of increasing the
productive engagement of existing welfare recipients -- even if doing so will increase
the net cost of current welfare expenditures. "Free loading" in this sense would be
reduced to the extent that either the number of adults on welfare is reduced, or of
the number on welfare, the percentage working or productively employed is increased.
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Public employment programs have received increased attention in relation to this
goal and represent a primary means to achieving this end. This section, however,
is limited to an exploration of the potential role, potential impacts, and asso-
ciated costs of day care and assumes no public employment program.

Analysis shows that the provision of preschool day care to poor persons (AFDC)
and working-poor persons (not now eligible for welfare but eligible under H.R.1
as proposed) would have the following effects:

The number of families currently on welfare (AFDC) would be reduced by about
2.5%. The number of working poor families (eligible under H.R.1) would be reduced
by approximately 8%.7

Day care would serve to increase the percentage of existing (AFDC) welfare
mothers working. It is estimated that the number of mothers working full-time would
increase from 39% to 46%. Part-time employment would decrease from 9% to 7%.

Day care would also serve to increase the percentage of working poor mothers
under H.R.1. Full time employment would increase from 27% to 40%, and part-time
employment would increase from 8% to 11%.

The total cost of such a program at $400 (child) per year would be $203 million
for AFDC and $160 million additional for the children of working poor mothers.

The cost of the program would increase proportionately for higher day care
cost levels.

3.6 Can Day Care Increase Equality of Opportunity for Women?

Day care services have been proposed as a means of freeing mothers for activities out-
side the home. The increased provision of preschool day care services is estimated to
allow approximately 683,000 mothers to seek employment opportunities outside the home;
of these, 183,000 will be from the welfare or working poor families. Due to the labor
market, only about 50% of the women will actually become employed. The remaining
mothers could participate in public service programs or volunteer activities.

Mothers Available for Outside Activities
Due to Preschool Day Care Services*

Before After

Welfare poor 264,000 329,000

Working poor 185,000 302,000

Near Poor 1,345,000 1,845,000

*The estimates for the welfare and working poor are from the full-employment model
(Final Report, II, V. 1, Ch. 5, table 40).
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3.7 Conclusions and Recommendations

We have analyzed five of the seven major potential objectives of increased federal
support for day care that were discussed in the "Statement of the Problem" (chapter
one). The objectives are multiple and in some cases contradictory (for example,
lowering or reducing welfare costs conflicts in part with the objectives relative to
increased day care service). The selection and weighing of objectives is a policy
decision which necessarily places it outside the scope of this document. However,
the following material is instructive in terms of the expected impacts of day care.

Reduced Welfare Cost

Increasing federal support of day care by providing day care to all working families
is not expected to reduce welfare costs, even at low cost levels for day care ($400
per year per child). There are several reasons for this. Most important, a large
number of employable welfare mothers are already working, especially those with
school-age children to whom the mandatory work requirement applies. Day care support
for working welfare mothers would thus require providing day care for children to
mothers already working. This would result in increased expense at no savings. This
expense would more than equal the savings in welfare payments that would result from
welfare mothers being newly employed and leaving welfare.

If day care were offered only to welfare mothers who would become newly employed
as a result of receiving the service and already-working welfare mothers were excluded,
the provision of services would reduce welfare costs, but only if day care were pro-
vided at a cost of $600 or less per child per year. If services were further limited
to such families with only one child, welfare costs would be reduced by the subsidy
of day care at $1,000 per child or less. If day care were offered at $400 per child
per year to these two groups, welfare savings at the proposed H.R.1 benefit levels
are estimated at $14 million (multiple child) per year and $9.9 million (single child)
per year respectively.

The provision of preschool day care services to all working welfare mothers
(AFDC) with preschool children is estimated to have the following benefits:

32,000 additional welfare mothers would be employed;

62,000 additional children would receive day care services;

total welfare families receiving day care would increase 6%;

12,000 families would leave welfare (under H.R.1);

23,000 of these families with 39,000 children would escape poverty;

family earnings for this group would increase $128 million per year.

The increased federal cost of providing day care to working welfare mothers at the
rate of $400 per child per year is estimated to cost $53 million more than current
federal expenditures, $256 million more at $800 per child per year, $460 million more
at $1,200 per child per year, and $866 million more at $2,000 per child per year
(gross costs).

The provision of preschool day care services to all worki
estimated to have the following benefits:

58,000 additional working poor mothers

91,000 additional children

would be employed;

g poor mothers is

would receive day care services;
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the total of working poor families receiving day care would increase 11%;

40,000 families would be able to leave welfare (under H.R.1);

20,000 families (with 37,000 children) would escape poverty;

family earnings for this group would increase $148 million per year.

The gross federal cost of providing day care to working poor mothers at the rate
of $400 per child per year is estimated to be $160 million; $321 million at $800 per
child per year; $481 million at $1,200 per child per year; and $802 million at $2,000
per child per year.

Increased Family Income

The provision of preschool day care to working mothers of all families with incomes
of less than $8,000 per year (welfare poor, working poor, near poor) would signifi-
cantly increase the income of families involved. The increase in income would be
especially significant for near-poor and working-poor families, many of which are
two-parent families in which day care would enable the mother to work. Annual in-
creases in earnings are estimated as follows:

increased earnings for welfare poor, $128 million per year;

increased earnings for working poor, $149 million per year;

increased earnings for near poor, $1,147 million per year.

Assuming a sliding fee schedule for the near poor, the increase in federal cost
for such a program is estimated to be $413 million per year (at $400 per child per
year for day care). The total day care costs (not reflecting savings in welfare
costs and returns in income tax) is estimated to be $563 million per year. This would
represent an increase in the overall group's income of $2.50 for each federal dollar
spent. Most of this benefit would go to the near poor.

School-Age Day Care

Little relative benefit can be expected in relation to an increased employment
response of welfare-poor and working-poor mothers with school-age children. This
employment response is estimated to be 2.7% and 5% respectively. Most mothers
either are already working or off welfare when their children are of school-age,
or unable to work. This is the group to which the H.R.1 work requirement applies,
whereas employment is voluntary with regard to mothers with preschool children.

Replacement of Inadequate Care

The argument that increased federal support to day care is necessary to replace
widespread existing "inadequate" care is exaggerated by some (although significant
to the individual children who do not receive adequate care). It is estimated that
at present 11,000 preschool children of working mothers with incomes less than $8,000
a year are left alone while their mothers work. Most such children are left alone
for two hours a day or less. An estimated 130,000 school-age children care for them-
selves during the hours of non-school time while their mother work. Surveys of poor-
working mothers indicate that 9% are dissatsified with existing child care arrange-
ments. The number of children receiving care in unlicensed facilities is judged
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irrelevant in itself in relation to the adequacy of care since many adequate arrange-
ments are not subject to license requirements including, for example, care in the
child's home by its father.

The provision of after-school programs for school-aged children at $300 per
child per year would serve one million children at a cost of $300 million. This care
could reduce by about half the number of school-age children (130,000) presently left
alone during the non-school hours. No reliable estimates are available on the effect
of federal support of preschool day care or on the number of preschool children left
alone. The number would be reduced but not eliminated.

Cost Considerations

There has been much discussion of the cost of adequate custodial day care. Current
Office of Child Development (ODC) estimates are approximately $800 per child per year.
Previously OCD had estimated $1,200 as required for adequate care. However, a national
survey (Day Care Survey-1970) reports that the average cost of "adequate custodial
care" in day care centers is $400. Custodial care offers food, shelter, and adult
supervision but makes no attempt to provide education or other services, such as
health care or family counseling (Day Care Survey-1970, p. 8). While this figure is
low, it represents the most systematic and empirical estimate available.2

Based upon the data cited, federal policy makers seem bound to consider the
rationale for furnishing day care at higher cost levels. At all costs the quality of
care varies; thus higher cost care in itself offers no assurance that the quality of
care would be higher. Further, as described in chapter two and chapter four, the
basic services purchased with day care dollars above $400 are "child development"
oriented. There is no conclusive evidence that such services in a day care setting
have either a long-term positive effect on the child or enhance the employment response
of mothers. Nor is there any reliable evidence that good quality day care provided at
the $400 level is harmful to children. We do not intend these observations as a
recommendation that the $400 day care level be adopted but rather to point out that
there is a lack of conclusive evidence that higher cost care is necessary to purchase
"adequate" custodial care in the free market.

There is no conclusive evidence that the development of children will be harmed
by quality custodial day care as contrasted with their spending the same time at
home. Neither is there conclusive evidence that the development of children will not
be harmed by day care less intensive in its development components than Head Start.
This question has simply not been researched but is clearly relevant to the policy
issue at hand, and we strongly recommend its examination. (The Head Start frame of
reference follows from comparison of Head Start children with control groups which
showed that Head Start children fared no worse than children not receiving services.)

In sum, increased federal support of day care services to the H.R.1 welfare
group and/or the near, poor will increase welfare costs (unless limited to newly working
mothers only and provided at a cost of less than $1,000 to one-child families and
less than $600 to multiple-child families). Tangible but limited benefits will accrue
since many mothers are already working, expecially mothers with school-age children.
Benefits will include increased employment among famlies, movement for some families
off welfare and of some families out of poverty. Many of the children of mothers
(9% of total) who feel existing care is unsatisfactory could be expected to obtain
care the mothers judge to be more satisfactory.
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Inclusion of families with incomes of $8,000 or below in a federally supported
day care program on a sliding fee schedule basis would substantially benefit the
near-poor group with an estimated $1,147 million increase in earnings.

An omnibus package, providing day care vouchers to all families with incomes
less than $8,000 at $400 per year per child with a sliding fee schedule for near-
poor families and after-school care for school-aged children for one million children
at $300 per year per child, would cost a net of $680 million (total cost $853 million).

If the cost of day care were offered at the level of $800 per year per child, the
cost of this package would increase to a net of $1,343 million (total cost $1,526
million).8
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4.0 POLICY ISSUE: SHOULD CHILD DEVELOPMENT SERVICES BE
PROVIDED IN FEDERALLY SUPPORTED DAY CARE ARRANGEMENTS?

It is impossible to consider day care without also considering child development.
Virtually all debate about day care has, implicitly or explicitly, considered the
inclusion of child development services with day care. The debate usually centers
on the services that should be included in day care and the cost levels that will
buy "adequate care." The more expensive estimates of "adequate care" invariably
include provisions of child development services. Some observers feel that some
advocates of child development promote high estimates of day care costs to squeeze
as much child development service as possible into federal day care programs. A
detailed analysis of child development was beyond the scope of our study, but be-
cause the issue is so important as it relates to day care, salient policy issues
are treated in this report.

It is useful to consider the following issues: Is there a need for some type
of child development service? (We have found that there is.) Will purely custodial
day care damage children by providing an environment devoid of the developmental
nurturance that the child would have received in his own home? (We find no evidence.)
Can effective child development services be provided in a day care setting and, will
they measurably enhance a child's development? (No operational program has been
proven effective; a very few experimental programs show short-term gains.) We con-
sider these issues in this chapter, and on the basis of our analysis, we present our
recommendation for federal action: further research, ind demonstration and evaluation
prior to federal support of a national child development program in conjunction with
day care.

A definition of child development services is necessary to consider these issues
carefully; we present this definition in chapter two. In this chapter, unless other-
wise specified, the term "child development services" is intended to mean comprehen-
sive services (medical, dental, nutritional, educational, and psychological services,
and paren% education). We particularly emphasize intellectual development.

4.1 Rationale for Federal Initiative in Child Development

There is a growing awareness of the importance of early childhood in mental, physical,
and social development. There is also an increasing recognition that poverty, the
forces that create it, and the opportunities for the development of poor children
are mutually reinforcing.1

Numerous findings document the inferior opportunities for development afforded
the poor child in society today, the human consequences of this lack, and the press-
ing need for alteration of these circumstances. It is our conviction that the nature,
extent, and significance of this problem demands federal attention. The issue, in
our opinion, is not whether such attention is necessary, but rather the most
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effective form and focus of such attention. To illustrate the reality of the
problem, we present a few additional reported findings below.

The child born into a poor family shows the effects of fewer child
development services before birth and continually throughout his life. A
close correlation has been established between prematurity and low socio-
economic status and between low birth weight and high rates of infant mor-
tality. Serious handicaps, such as brain damage, mental retardation, blind-
ness, and other disabilities, occur more frequently among poor children than
among children in the general population. Data show that a large proportion
of poor mothers, particularly non -white mothers, receive no prenatal care and
inadequate obstetrical care at delivery. According to one study: "of the
estimated 3% of children who are mentally retarded, 75% show no obvious brain
damage and have few physical handicaps. Typically, these seemingly non-organic
cases come from census tracts where the median income is $3,000 a year or less"
(Crisis in Child Mental Health, 1969).

Research findings suggest that poor children show the effects of the
lack of child development opportunities by their relatively poor health status
and mental performance throughout their entire life, as documented below.

Health

The National Nutrition Survey showed that 26% of the children from the lower-
income families had unacceptable hemoglobin levels, compared with 13% at the
highest-income levels. Similar findings were found with respect to vitamin
deficiencies; three times as many poor children were found to have deficiencies
of vitamins A and C as children in high-income families (Children in Profiles,
1970, Chart 113).

Fifteen per cent of the poor children studied showed growth retardation.
Children between one and three years were considerably below the average height
of United States children the same age ( Mibauer and Leinward, 1971).

Many poor children receive no health services. "Most of the 600,000 chil-
dren. . .in Head Start in 1964 had never seen a physician or dentist and had
received no immunization. . . Seventy per cent of youth enrolled in the Job
Corps Program had never seen a physician. In 1966, only 7.5% of children younger
than 17 living in poor families visited a pediatrician. In families with incomes
over $10,000, 33% visited a pediatrician (Lowe, 1971).

A higher incidence of dental problems among poor children has been reported:
In families with incomes under $3,000 the average number of decayed teeth per
child was 3.4; for families over $15,000 income it was 0.7 (Children in Profiles,
1970). For example:

"One study found that 70 per cent of several thousand'first graders
in a typical Negro district in Chicago were mildly to severely mal-
adapted to the psychological requirements of first grade. Compared
to a well-adjusted white group, these youngsters ran a 9 to 1 risk
of developing psychiatric symptoms by the end of the school year.
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In the same district, some 10 per cent of the youngsters between
7 and 17 years of age came to the attention of authorities each
year because of delinquent behavior" (Crisis in Child Mental Health,
1969, p. 25).

Research findings suggest that the poor child falls farther behind the
norm as he grows older, while an advantaged child is often able to overcome

E initial handicaps through family support and other services. For example, in
a study in a Maryland county it was found that among lower income black chil-
dren, 15% were considered mentally retarded by 10 to 14 years of age; and by

i

20 years of age almost 19% were classified as mentally retarded. In contrast,
1 among middle-class white children, the number identified as having an intel-
vv

lectual deficit was 4% at 5 to 9 years of age, but at 20 years of age the level

I
had fallen to 2% (Lowe, 1970).

Research findings suggest that these mental and psychological handicaps
of poor children are reflected in their school performance and intellectual
levels:

"Disadvantaged children show high rates of cumulative educational
retardation: e.g., it is estimated that 85% of the eighth grade
students in Harlem are 'functional illiterates"(Crisis in Child

4'

Mental Health, 1969, P. 25).
r

r

( It can be argued that lack of educational performance leads to school
h

dropouts:

i "There is a consistent correlation between poverty and the
number of school dropouts. Of the millions of youths who will
drop out this year, about 65 per cent will come from families
with incomes of less than $5,000 a year; about 85% will come
from families with incomes of less than $7,500. Dropout rates
for certain minority groups run as high as 60 to 70 per cent"
(Crisis in Child Mental Health, 1969, p. 25).

It can be further reasoned that termination of education by dropping out
of school tends to perpetuate poverty and inferior child development opportuni-
ties for children of school dropouts. One study on science achievement reported
the following relationship between the performance of children and the educa-
tional level of their parents. Children of parents with less than an eighth
grade education tested 7% to 12% below national averages; with at least one
parent graduated from high school scores were 1% to 3% higher than the national
average; and with at least one parent educated beyond high school, scores were
from 5% to 9% higher than the national average (Report on Education Research,
1971, p. 5).

4.2 Custodial Care as a Surrogate for Parental Care

The care provided for children while their mothers work is a substitute for the
care that otherwise would be provided by the children's mothers. Considering
that the preschool children of full-time working mothers probably will spend an
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average of ten hours a day in the day care setting, it is necessary to evaluate
the extent to which custodial care is an adequate substitute for care by the
mother. If custodial day care, as such, is found not to be an adequate substi-
tute for parental care in relation to the development of the child, then child
development services should be provided at least to the point where day care would
be generally equivalent to the development opportunities that would otherwise
be found in the home.

Very limited research results have been reported on this issue. These are
summarized in this section. Generally they indicate that there is no conclusive
evidence on this question. On the basis of the available research findings, we
would predict that custodial care that provides nutritionally adequate meals,
care and supervision comparable to a good home, and care-givers who have emo-
tional warmth, are friendly and are somewhat child-oriented, would not be detri-
lmental to the development of children. Further, for those children now responsible
for themselves while their mothers work, especially those under twelve years old,
the provisions of adequate supervision and meals may well be an improvement over
their current status. Even the best custodial care, however, probably will not
result in much improvement in children's development over what normally would
have occurred.

Given the critical nature of this issue, in relation to the implications
of a nationally supported day care program, we urge that aggressive efforts be
made to further research the subject.

There is ample evidence that care provided in different day care homes
and centers varies considerably (Day Care Survey - 1970; Milich, 1971; Prescott
and Jones, 1967). As yet, however, there is little information regarding the
impacts of these variations upon the children. Available evidence relates
primarily to experimental center programs in which some children may have
received additional or more intensive services but in which all children were
probably provided more than basic care and supervision. The one study that
documented differences in care and staff behavior in day care centers reported
only ratings based largely on the extent to which children were attentive, emo-
tionally centered, and spontaneously involved in ongoing activities (Prescott
and Jones, 1967). No other assessments of impacts upon children were made.
Based on their findings, the authors concluded that ". . .day care should func-
tion as a substitute for a good home and that programs which best assume this
function will be characterized by a rich and varied environment in which teacher
manner is sensitive and friendly and teacher behavior is high in encouragement
and balanced in the use of guidance, neutral behavior, and restriction" (Prescott
and Jones, 1967, p. 337).

Further evidence of the effects of care givers' or teachers' behavior
suggests that some adult behaviors are consistently related to more positive
outcomes for children. The general atmosphere or tone of interaction with the
children, control techniques, and the quality of presentation of information
are relevant. Adults who are warm, friendly, somewhat child-centered and who
present clear and well-organized instructions are most frequently associated
with better outcomes for children. When the adults were hostile, authoritarian,
rigid and disorganized, children tended to perform less well in school, have
lower self-concepts, and less mature social interactions (Kilmer, 1971).



Little information about the impacts of care given by persons other than
the mother is available. The effects of day care on the expression and control
of emotions, the development of nurturance, independence, individuality, and
the freedom to pursue one's own activities are important facets that have not
been researched. Prescott and Jones (1967, 1971) reported that day care centers,
unlike the home setting, typically have neither opportunities for the expression
of strong feelings nor activities that might evoke them. They also feel that
group day care gives children less access to adult attention than might be
available at home. Individuality, they feel, is limited; the children must
learn to conform to group needs. In addition, the degree of freedom of children
in group settings is limited: "In groups, children typically are not permitted
out of an adult's view and, consequently, are also accessible to other children"
(Prescott and Jones, 1971, p. 56).

These same authors also express concern about the types of activities
provided for children in day care settings. In general, well-equipped day care
centers probably offer a greater choice and variety of activities. However,
the authors point out that some centers may overemphasize activities that demand
only small-muscle skills at the expense of large spontaneous movement. In addi-
tion, children may not be given the opportunity to choose activities. Schedules
in homes may be more flexible than those in day care centers, too; there may be
a tendency to program activities so closely for children in group settings that
the children have few opportunities for dealing with unexpected or unanticipated
events. Children's areas of activity may also be restricted to one room, or at
the most, two or three rooms; whereas at home they would most likely be able to
go freely to any room in the house, or even to visit friends within the
neighborhoods.

Research on the effects of day care on the social-emotional development of
children is badly needed. The areas of freedom versus restriction, availability
of role models, conformity to group demands, limitations of free time, and oppor-
tunity for expression of strong emotions in day care settings need to be investi-
gated. In addition, the impacts from relationships between children and caretakers
need to be examined more closely. Basic research is needed for the long-range
impacts from child care, especially for children who spend several years in group
settings.

4.3 Child Development as a Part of Day Care

Child development services -- nutritional, medical, dental, educational, and psy-
chological services -- are needed by all children. Traditionally most of these

t

r services have been provided for children by their own families, either directly
or as a result of the families' initiative. Some children, however, have not

[ received the necessary child development services through their families. The
i
f

government and other agencies have assisted families in providing such services
r through the provision of information, funds, and services. One of the ways child

development services have been delivered directly to children is through their
inclusion in day care programs. (Descriptions and cost estimates of various
levels of child development services are presented in chapter two of this Summary
Report.)
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The existing federal program that is most nearly descriptive of compre-
hensive child development services in a day care setting is the Head Start
program. Two pieces of proposed legislation, the Nelson-Mondale Comprehensive
Child Care act and the Javits bill, basically propose to extend the coverage
and to expand a system of day care based on the Head Start model for the deliv-
ery of comprehensive child development services. In the following sections we
address the questions of the potential benefits from child development services
in day care settings, the numbers of children who could be served, and alterna-
tive means for the delivery of such services.

Estimation of Program Benefits

Only limited empirical evidence of the impacts from child development services
in day care on disadvantaged children is available at this time. There are
no empirical data for school-age children in day care or for children cared
for in family day care settings. However, some information is available on
the impacts of child development services in a day care setting on preschool
children. Two significant data sources are Head Start volunteers and data
derived from university-based experimental programs.

Head Start is directed toward disadvantaged children three to five years
old, but the programs are diverse. They vary in ages and types of children
served, in specific program objectives, and in implementation strategies. It
has been the federal intent that Head Start programs include all child develop-
ment services; the actual kinds and levels of services provided for children
in various settings are not well documented,but the information that exists
shows that they vary considerably. The estimated cost per child per year is
$1,200 (Child Care Data and Materials, 1971). Numerous small research projects
with varying results have been reported (Datta, 1969; Grotberg, 1969). However,
the national evaluation of Head Start found that children who had attended the
program for nine months were only slightly better in measures of intellectual
development in first grade than were age-mates who had not attended Head Start.
Program evaluators referred to program gains as quite modest and "marginally
effective." Only limited data is available on the retention of gains realized
by children participating in the Head Start program; but two studies of this
question have been conducted. The first compared second-grade children who
participated in Head Start for a full nine-month preschool period with second-
grade non-participants. No significant differences were found between these
two groups. A second evaluation compared first-grade children who nad partici-
pated in a similar preschool Head Start program with non-Head Start first-
graders and identified modest but statistically significant differences. It
is unknown whether these gains will be retained, due to lack of follow-up
data. However, the lack of significant differences in the second-grade chil-
dren (a different study) and evidence from other programs leaves as a critical
question whether or not significant gains can be sustained over succeeding
years (see Final Report, II, Vol. 1, ch. 3).

There were no statistically significant differences between the children
who attended only summer programs and those who did not (Impact of Head Start,
1969). Whether these limited results are due to the conceptualization of Head
Start or the implementation of the programs, which varied considerably and



received limited central control, is not known. Also, it is not known whether
second and later years of the Head Start program will prove more effective due
to start-up problems associated with the first year of the program.

There is evidence that some federal programs for children do not reach
the intended recipients (Robin, n.d.; Title I of ESEA, 1969). The most promising
results on the potential impact of child development services in a day care set-
ting have been reported by experimental programs operating under the auspices of
colleges and universities. Such programs definitely are not representative of
those generally available to the public in existing Head Start programs or other
operational programs (Bereiter, 1966; Bereiter and Englemann, 1966; Heber and
Rynders, 1969; Karnes, 1968; Kittrell, 1968; Kugel and Parsons, 1967; Lindstrom
and Tannebaum, 1970; and Peters et al., 1969). These university-related pro-
grams probably have the best chance of any existing programs to foster changes
in children. They generally have a high adult-child ratio; a trained, highly
motivated staff (although not necessarily all professional); in-service train-
ing and supervision; facilities, supplies, equipment; and greater availability
of both material and informational resources. The content and activities in
these experimental programs were directed primarily toward intellectual develop-
ment; were based on a clearly articulated rationale and objectives; and were
teacher-structured, carefully planned, and presented. Although cost informa-
tion is not available, these programs are expensive, probably equivalent to the
$2,300 level discussed in chapter two--although these programs do not necessarily
include the full range of child development services.

In the university-based experimental programs, of all the child development
services, education is the only component, with few exceptions, for which im-
pacts upon the children have been assessed. Only the ennumeration of the ser-
vices delivered is available for the other areas. Even when educational services
have been evaluated, the impacts assessed have been rather narrowly defined and
the available evidence deals primarily with cognitive development of children
in infant and preschool programs. Almost no research is available about impacts
of care on the social and emotional development of children, although, as dis-
cussed in section 4.2, there is the possibility of negative impacts from group
care. The findings from this research in experimental programs are summarized
below. They are discussed in detail in Child Care Programs: Estimation of
Impacts and Evaluation of Alternative Strategies (Final Report, II, 3 volumes).

1. Programs for infants and toddlers generally have not significantly changed
the children's scores on the Bayley Developmental scales -- although chil-
dren in such programs usually score higher than non-participants and there
is some evidence of accelerated growth curves and possible delayed or
cumulative effects (Caldwell, et al., 1969; Fowler, et al. n.d.; Heber and
Rynders, 1969).

2. Preschool children who have participated in intensive experimental pro-
grams for at least nine months to a year have showed gains on some
measures of language and intellectual development (Day Care Days, 1970;
Bereiter, 1968; Bereiter and Engelmann, 1966; Fuschillo, 1968; Gray and
Klaus, 1965, 1970; Heber and Rynders, 1969; Karnes et al., 1968; Kugel
and Parsons, 1967; Weikart, 1969, Weikart et al., 1970). Even with
these gains, however, disadvantaged children generally score no higher
than the average for all children their age.
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3. Even when the differences between children in experimental programs and
their age-mates are not statistically significant, the children attend-
ing the experimental programs usually score higher on most measures
(Cawley et al., 1970; Keister, 1970; Meier et al., 1968; Peters et al.,
1969; Spicher et al., 1966).

4. Children in programs with some structured content and learning situations
score higher on measures of language, intelligence, and achievement than
do children in the more traditional and less structured programs (Berger,
1969, Clasen et al., 1969; Dickie, 1968; Di Lorenzo, 1969; Erickson et al.,
1969; Kaines et al., 1968; Miller and Dyer, 1970; Siefert, 1969; Weikart,
1969).

S. Differences are less evident between children who have attended experi-
mental preschool programs and those who have not as the children progress
through elementary school. Gains made in preschool drop off as sharply
in the first two grades and most differences are no longer statistically
significant by the end of the fourth grade (Gray and Klaus, 1970; Weikart,
1970).

6. There is some evidence that a combination of group programs for children
plus parent-training programs may be most effective (Barbrack, 1970;
Gray and Klaus, 1965, 1970;, Klaus and Gray, 1968; Miller, 1969; Neider-
meyer, 1969; Radin, 1969).

Thus, it is our conclusion that, although the benefits have been modest,
there have been some positive impacts from the inclusion of educational ser-
vices in intensive experimental programs for preschool children. Although
these benefits are no longer statistically significant by the end of the fourth
grade, it is argued by some that gains of a four-year duration during elemen-
tary school may be of significant value. It should be noted that services in
addition to educationally-related ones, especially nutritious meals, were
included in these experimental programs and may be related to reported gains.

One of the differences between the results of Head Start and the experi-
mental programs showing positive results is the magnitude and longer main-
tenance of intellectual gains. These differences may be the result of a more
extensive, systematic educational component in the experimental programs.

Although there are little data describing the impacts of other child
development services, such provisions, especially nutritious meals and health
services may well have some positive impacts upon the recipients.

We recommend that federal resources be allocated for the assessment of
impacts from nutritional, medical, dental, psychological, and social service
components of the Head Start, Parent Child Centers, and other programs for
children. Expected impacts must be defined and appropriate measures developed
to determine specific impacts. Research is needed to specify what actually
happens in programs, to identify the specific factors contributing to the
impacts, the characteristics of children who benefit from such services, and
the best ways of effectively maintaining benefits over a longer period of time.
Although many feel such services are necessary to foster optimal development

62

71



of children, systematic research and development is needed before programs showing
long-term gains are designed and proven, and effective means of delivering services
on a mass scale is established. Then, in our opinion, the time will be ripe to
consider major federal involvement in supporting operational programs.

Program Coverage

The nature, degree, and longevity of gains associated with the offering of child
development services in a day care setting is one consideration relevant to the
policy question of federal inclusion of such services in federally supported day
care. Another consideration is the extent to which child development services
offered in this mode would reach the total population of disadvantaged children.
The objective of providing equal developmental opportunities for all children
makes this question especially meaningful. Analysis is reported in this sec-
tion on the total number of children who would be served under different fed-
erally supported day care probrams and how the percentage served relates to the
total number in need.

Table 9 presents estimates of the percentage of disadvantaged preschool
children who could be served under these proposed programs: H.R.1 as it passed
the House (7.5%), the Nelson-Mondale bill as introduced (19%), and an example
program described in this report (23%).

These percentages are relatively modest if the goal of a child development
program is stated as reaching all disadvantaged preschool children. The modest
nature of the percentages is partly related to the high cost of providing ser-
vices in this manner; a subject which is treated in the following section. The
estimates of the number of children served by each proposed program are based
upon cost levels of service as stated by the proponents of each program. The
issue of the impact or benefits received by participants is, of course, another
question (see Note 1 in the "Notes" to this chapter for explanation of estimates).

Program Costs

The day care mode of providing child development services is an expensive one.
The magnitude of this exrense is illustrated by Table 10.

The table has been developed assuming that adequate custodial care can be
purchased for $400 per child per year (see chapter two for a discussion of day
care cost levels). The table also presents a $2,300 per child per year cost for
a child development component. This estimate is high, relative to current Head
Start program costs and the estimates of various professionals, but it is our
best estimate of the cost providing the only type of child development services
which have been proven effective in the short run (gains that are retained for
more than one grade level): programs modeled after the university-based experi-
mental projects cited earlier. It might be useful for those who would wish such
cost estimates lower to ask what evidence exists that programs costing less than
$2,300 per child per year are as effective. We have found none, although we
wish we had.2 It should be noted that the experimental cost levels of $2,300
can be expected to decrease as programs move from experimentation to the opera-
tion stage.
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It may be argued by some that not only is $400 per child per year too
low a cost to purchase on a large-scale but also that even where adequate
custodial care can be purchased at this price, much of it may be available
only in settings which are unsuitable for the university-project type of
child development services. In all probability this is partly true, but
if child care sites are selected on the basis of their appropriateness
for intensive child development services, then the additional cost of site
selection is appropriately attributed to the child development program
component.

An incremental cost equivalent to the cost of Head Start style programs
is shown on the table to indicate' the cost of such a program component. At
present, findings show such a program to be "marginally effective," but further
research and development could lead to the development of more effective pro-
grams at this cost level.

4.4 Alternative Models for the Delivery of Child Development Services

The inclusion of child development services in a day care setting is only one
possible approach for the provision of child development services to children.
Alternative methods include: pre-parent and parent education to increase the
effectiveness of parents in offering child development experiences; provision
of services directly to children either in their own homes through media,
tutors, or home visitors, or outside their homes through services available
to all children (or at least all poor children); and programs involving
active participation of parents with children either in or outside their homes.
Some experimentation is currently underway for the provision of child develop-
ment services, especially education and other activities related to school
success. It may, perhaps, be beneficial to increase the amount of home
training or to focus the home training on the parent, who can then give support
over a longer period of time and at more times during the day. In several
experimental efforts, parents have been trained in effective ways of inter-
acting with their children. Some of these have been successful, especially
those which were concrete and involved specific suggestions or instructions
for activities and methods of presenting information to young children (Barbrack
and Horton, 1970; Boger, 1969; and Levenstein, 1970). Since these programs
are relatively recent, the durability of gains or measures of intelligence
or achievement of children is not known.

Courses in child development, psychology, and experiences with young
children are being tried in several junior high and high schools (Programs for
Infants and Young Children, 1969).

Sesame Street focused on symbolic representation, cognitive processes
and concepts, and environmental information. After one year, the results are
that those children who watched the most gained the most on all tests (Ball
and Bogatz, 1970). The tests used were devised by the experimenters. Media
presentations for parents as well as children should be researched.
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It may also be possible to include some services within a day care
setting at a lower cost than the services now cost. Combinations of group
and family day care arrangements may be less expensive and enable children
to have some more planned educational and social experiences. Some success
has been found with the inclusion of limited daily tutoring sessions either
for children in custodial day care programs or in their own homes (Blank
and Solomon, 1969, 1970).

Whila an in-depth analysis of these alternatives was beyond the scope
of our analysis, these and other methods of delivering child development
services should be evaluated. Their advantages, weaknesses and costs should
be assessed and given full policy' consideration prior to a major federal

commitment to support child development services in day care.

In relation to modes of delivering child development services which are
alternatives to inclusion with custodial day care, several points are worth
noting.

First, the federal policy decision as to whether or not child development
services should be offered to disadvantaged children is not the same decision
as to whether such services should receive federal support as a part of day
care; there are other means, and a decision not to include the services in
day care settings does not preclude use of other means or even later inclusion
in day care settings.

Second, there is evidence that other modes of delivery (without comment-
ing on effectiveness) are significantly cheaper than day-care-based child
development (educational component). For example, TV program costs are lower
on a per child basis than day care, if given wide dissemination.

Some leading child development professionals are of the opinion that further
research is necessary prior to selection of any mode of national implementation
of child development services.3

4.5 A Recommended National Research Program on Child Development

Given available evidence, we feel it is too early for a federal policy decision
to be made to support comprehensive child development services on a national
scale in a day care setting. Further, it is our opinion that there is too
little evidence to indicate that day care will necessarily provide the most
efficient and effective mode of offering child development services. Con-
sequently, we recommend that federal actions related to day care be taken in
a manner allowing maximum flexibility for possible later inclusion of child
development services, as yet of undefined form; that federal operational
investments in offering comprehensive child development services on a
national basis be held in abeyance pending further research and development;
and that a formal, agressive national program of research, demonstration,
and evaluation in child development services for the disadvantaged be created.
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These recommendations are based upon our conclusion that there is a signifi-
cant, unmet social need for enriched child development opportunities for the dis-
advantaged; that research, demonstration, and evaluation results are tantalizing
in their suggestiveness of significant potential for effective, federally sup-
ported programs; that such programs have not yet even proven effective in a form
practical for national implementation; and, finally, that disadvantaged children
will not be well served by expenditures of funds for programs likely to be inef-
fective. Rather, disadvantaged children will be best served by a concentrated
and aggressive effort to identify, prove, and ready for implementation effective
programs which can be offered at a cost which will allow such services to reach
as many children as possible: ideally, all in need.

In order to facilitate effective planning and delivery of child development
services, we recommend that the research and development program include: systema-
tic evaluations of the impacts and costs of day care and child development services;
systematic investigation of alternative methods for providing day care and child
development services to obtain the maximum benefits; the development of effective
means of disseminating information about day care and child development and re-
lated topics; and the development of an effective system for controlling services
for children.

We strongly recommend that the responsibility for such research and develop-
ment activities be assigned to an agency or agencies not directly responsible for
providing services. We recommend the authority for planning and conducting such
research activities be &legated to an officially created Office of Child Develop-
ment, Department of Health, Education, and Welfare. (See Note 1 to chapter six
in the "Notes" section of this Summary Report.) Such an office should be charged
with reporting to Congress on all matters relevant to the creation of a federally
supported national child development program. We recommend that Congress not
enact such a program until adequate data demonstrate the value of such a program,
and methods are developed and proven for delivering such services effectively and
efficiently.

Further details of this recommended program are presented in chapter six.
The recommended program would entail no additional cost to the federal govern-
ment, since it would supplant the current Head Start program.

1.

4.6 Conclusions

The following are the conclusions from our analysis of the policy question, "Should
child development services be provided in federally supported day care arrangements?"

In relation to the objective of an equal developmental opportunity for all
children, beyond a doubt there exists an unmet need. There are 10.5 million
poor children (age 0 - 18). About a third, or 3.5 million, are younger than
six. Many of these children do not have full oportunities for development;
this lack of opportunity degrades the quality of their lives and increases

ti
the burdens of society.
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Custodial care providing adequate safety, supervision, and meals by a compe-
tent care giver will probably not be detrimental to the development of
children. Other than providing for children who are not now receiving care
while their mothers work, little, if any, positive changes in the children's
development will result from custodial care.

The Head Start experience suggests that the program as delivered in the past,
at best, has offered only limited short-term educational gains for participants.

Results from other, more carefully controlled and more intensive experimental
programs indicate some gainsin educational level and/or intellectual develop-
ment for preschool children. However, the benefits gained by children par-
ticipating drop to zero by the end of the fourth grade.

Impacts from other child development components (health, dental, nutritional,
psychological, and parent education) that might be included in day care settings
have not been acsev_zed. Research is needed to identify and evaluate the im-
pacts of these child development services provided in day care settings.

Current proposals for implementing child development services as a part of
day care on a large scale -- providing children the benefits suggested by
experimental programs -- are expensive, limited to only a segment of the pop-
ulation, and highly likely to offer very limited or no measurable benefits
because of the lack of adequate means to control quality. The incremental
costs of child development services using increased cost estimates to match
referenced experiemental programs ($2,300 total; $400 custodial and $1,900
developmental services) are $55 million for H.R.1 and $1,577 million for the
Nelson/Mondale proposal. If child development services of this type were
offered to all children of working-poor mothers, the estimated cost of child
development services would be $1,727 million. These estimates are for pre-
school only (Table 10).

Child development services offered through day care settings, as reflected in
these proposals, would reach only a portion of disadvantaged preschool chil-
dren (23% of those eligible if provided to children of all mothers working
under H.R.1; 7.5% under H.R.1 as it passed the House; and 19% under the Nelson/
Mondale bill). Other disadvantaged children in need would not receive child
development services under these proposal programs (Table 9).

The allocation of funds alone does not guarantee the delivery of child devel-
opment not benefits to children. An effective system for controlling the
quality of services provided for children is essential.

There is a variety of potential modes of delivering child development services
to disadvantaged children that may reach more children, may be more effective,
and may be less expensive than the inclusion of child development services
in a day care setting, but little is known about them. We recommend research
into alternative modes for delivering child development services prior to
the creation of any federally supported, national child development program.

We recommend that a major federal program of research, demonstration, and
evaluation in child development be formally created, givtn a generous budget,
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and be required to report to Congress on all matters relevant to the creation
of a federally supported national child development program. We recommend
that Congress not enact such a program until adequate data demonstrates the
value of such a program and methods are developed and proven for delivering
such services effectively and efficiently. We further recommend that the
funds currently allocated to Head Start be reallocated to finance the research,
demonstration, and evaluation program.

In summary, it is our opinion that there is not yet sufficient knowledge or under-
standing of child development to implement or even design a national program offer-
ing child development services through a day care situation. Experimental pro-
grams that show significant benefits from child development programs are few and
recent; the long-term value to children of the programs that have demonstrated mea-
surable benefits is limited to benefits that last no longer than the fourth grade.
Very little is known about alternative ways of providing child development services.
The control of quality of services offered by existing programs appears crucial to
the success reported for experimental programs, yet no effective means has yet been
developed for controlling the quality of child development services on a large
scale. Research suggests that many child development programs and techniques have
significant potential, but there is no adequate knowledge or technology to imple-
ment large-scale programs or to offer any assurance that there are not more effec-
tive, more efficient, and less expensive means for offering services.

Current proposals for implementing national child development services as a
part of day care -- apparently attempting to provide to children the benefits sug-
gested by experimental programs -- are expensive and limited to only a segment of
the population; further, for lack of adequate means of controlling quality, they
are highly likely to offer limited benefits or no measurable benefits at all in
relation to intellectual development.

If a child development program using day care as a setting were to be rapidly
pushe to operational status, and assuming that an adequate method of quality con-
trol (which seems a critical factor in the success of experimental programs to
date) had been developed and implemented, the costs of the program would have to
be high to be effective (perhaps as high as $2,300 per child per year). Some
argue that the estimates of the costs of the currently proposed programs have been
reduced by public debate in response to political pressures to levels of cost that
could not offer significant benefits in relation to the intellectual development
of children. Finally, even if current proposals are not judged to be below the
effective cost levels, the funding levels proposed would represent substantial
expenditures with uncertain returns.
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5.0 AN ANALYSIS OF ALTERNATIVE FEDERAL DELIVERY-SYSTEM STRATEGIES
FOR FURTHER INVOLVEMENT IN THE DAY CARE INDUSTRY

If the federal government makes a policy decision to significantly increase its
level of support of day care services, the immediate question is must answer is
what will be the form of this involvement. The extent to which federal program
objectives will be achieved will depend upon the effectiveness of the delivery
system chosen to support day care services. This chapter analyzes alternative
delivery systems and suggests component elements that a proposed delivery system
should contain. The chapter also examines the potential effect of the delivery
systems proposed by major pieces of day care legislation. The nature of the current
industry provides a frame of reference for these analyses.

5.1 An Analysis of the Existing Industry: A Context for Decision-Making
about Federal Involvement in Day Care

The federal government operates within the current industry in two distinct manners.
Through AFDC and a variety of other federally supported programs, money flows into
the open-market day care system in the same manner as consumer, out-of-pocket
money. On the other hand, the federal government has developed a number of highly
structured, community-agency planned and based comprehensive programs -- typified
by Head Start, Model Cities day care centers, and other centrally planned community
operated models.

In effect, two divisions within the day care industry have thus been created
by the magnitude of the influence of federal money. Much can be learned from the
experience of both of these approaches. This chapter examines the experience,
tendencies, characteristics, and the theoretical advantages and disadvantages of both
the market model and the centrally planned model as applied to the day care industry.

The Magnitude of the Existing Industry

Day Care is free of charge in about 72% of all cases; the remaining 28% of day care
constitutes a $1.4 billion industry, including all public and consumer out-of-pocket
money contributed to the industry. Thus, if all day care were to be paid for at the
cost that 28% of the current services now bring, day care would become a $5
billion industry, an amount greater than the current AFDC payments program. The
individual cost of existing paid day care is so low, mostly less than $10 per week,
that it is difficult to imagine any direction for prices to go except up. Further,
if federal day care involvement were extended to the point where the federal govern-
ment assumed full responsibility for ownership and provision of day care to all
currently working mothers, the costs would be staggering: an estimated $19 billion for
capital costs and $14 billion for operating costs (see note 5 in "Notes: Chapter
Two"). Clearly, the current industry is heavily subsidized by private and individual
resources, and their continual use is the only means of keeping program costs



within the bounds of feasibility for a program of national scope.

The majority of the existing day care industry is composed of private providers,
but the bulk of federal support is channeled to not-for-profit providers.

In addition, the growth of the industry has been rapid in recent years and
available evidence indicates a likelihood of continued growth. Therefore, in any
consideration of federal priorities, of which day care might well be one, the
sheer bulk of the industry justifies extreme caution in any federal effort even
approximating a takeover or nationalization of day care. Such an undertaking might
be compared to the establishment, rom next to nothing, of a program equivalent to
the existing elementary education system.

Characteristics of the Existing Industry

One way to describe the existing day care industry is to note the characteristics of
current parental choices and preferences as revealed in the actual options selected
in the currently relatively uncontrolled market. Although only limited information
is available on parents' preferences, we do know that the existing day care takes
place in three alternative settings: the child's own home, someone else's home, or
a day care center. Only 15% of all work-related day care takes place in a formal
setting, and even the majority of that is provided in family day care homes or other
non-center arrangements. The bulk of all day care, thus, takes place in extremely
informal settings about which little is known.

Some evidence does exist describing parental choices and preferences about
their day care arrangements. No one form of day care is preferred by even half of
working mothers, but the form most preferred is in-home care (about 45% preferring
this form of care). Not surprisingly, inexpensive, convenient day care is preferred.
Interestingly, however, much center care is not appreciably more expensive than
other paid arrangements.

Perhaps the most significant preference -- and possibly the most significant
single featurQ of adequate day care -- is the warmth and concern of the caretaker. This
fact seems to be strong evidence favoring the existing diversified and informal system,
in light of the virtually total lack of evidence regarding the value of services,
or the correct mix of inputs. This fact also serves as an endorsement of the advisa-
bility of maximum parental choice, as is discussed in this chapter.

Other factors favoring the existing industry include at least the following:
First, since so little is known regarding the value and effect of various services
provided in day care settings, standardization seems inappropriate, if that would
ever be a desirable goal. Rather, diversity appears to have emerged naturally and
serves to meet the varying needs and desires for day care arrangements. Second,
most mothers indicate satisfaction with their present day care arrangements, with
the proviso that if more options were available some shifts would take place, and
with the proviso that the lack of purchasing power and information precludes certain
options, particularly for ow-income families.
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Past Experience in Federall Su I orted Day Care

An interesting contrast develops as we compare the existing industry, with its
apparent advantages of low cost, convenience, diversity, satisfaction to parents,
and so on, with the typical experience in day care when the federal government
has taken a substantial role at the level of controlling the operation and pro-
vision of the services themselves. The basic features of federally supported day
care in the past may be summarized as follows:

Almost all agencies choose to operate their own programs and to provide
comprehensive center care; only in a relative few instances were contracts
used or were family day care homes involved.

The vast bulk of federal investment is in day care centers.

Over 98% of the investment in centers is for non-propriflary day care.

Programs are generally high cost and comprehensive in nature.

Programs are usually selective; participating children receive substantial
services and nonparticipating children receive none.

Little evaluation or other study has been accomplished to determine the value
of various services offered in the day care setting.

Standards are set and adhered to that other components of the day care industry,
lacking substantial federal support, cannot meet.

a The extent of services is generally above the average parental desires as
reflected in their free choices in the remainder of the industry.

Professionals and public or quasi-public agencies are usually characterized
by the fear of liability and the desire for accountability, resulting in
rigid and highly structured or formalized programs and procedures.

If the federal government chooses to further involve itself in the provision
of day care in the manner it has in the past, when federal involvement has been
substantial and formal at the operational level, every indicator suggests that the
day care provided would substantially conform to the characteristics noted above.
It can further be argued that in spite of any attempt to legislate or regulate
structures in other forms, federal involvement at the local operational and control
level will necessarily tend toward certain models, due to such virtually unchangeable
characteristics as:

the fear of liability demonstrated by many public agencies and the responses
of those agencies to demands for high accountability;

the rigidity or inflexibility of public programs following their initial
establishment;

the tendency among public and often professional agencies towards centraliza-
tion, standardization, or lack of diversity.
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5.2 Analysis of Essential Elements of a Fedeally Supported Day Care
Delivery System

Maximum Parental Choice

This characteristic would ensure diversity, as apparently is desired, and as appears
appropriate in an area where no ideal system is known. Indeed, the value of most
components of day care remains substantially unknown. Presumably development and
experimentation with new and existing ideas will likewise be encouraged. Parent
choice can be maximized through the provision of purchasing power where needed.
Parental satisfaction with services provided can likewise best be assured by al-
lowing the greatest possible freedom of choice.

Perhaps more important, parental choice constitutes the best known means of
quality control in day care. Again, a key fact is the absence of knowledge
regarding any ideal day care programs or components. When such features as the
warmth and caring of the provider are suspected to be the key elements of adequate
day care, no better selection system appears than parental choice -- given the current
state of knowledge. Furthermore, historically, licensing and the enforcement of
standards have been virtually impossible in many day care settings. Professional
standards have also tended to be unnecessarily high in contrast to the known needs
of children and the wants and desires of parents.

Parental desire in contrast to preferences of professionals is also relevant
to cost. When WIN (or AFDC) recipients arranged for their own day care, the care
averaged $315 per child. When the Welfare department arranged care, cost averaged
$1,140 per child (Child Care Data, 1971, p. 12).

Flexibility and Adaptability

Flexibility and adaptability are obviously required to ensure the diversity and response
to parental choice discussed above. Flexibility and adaptability in the delivery
system are also required to take into account future trends and future needs.

If any characteristic of the day care itv'ustry is obvious, it is that the
whole industry is evolving. Among other trends that may affect the provision of
services inthe future are such things as the increase in the number of women in the
labor force, the emphasis on "workfare" and public-employement programs, and expanding
knowledge in the area of useful child development services.

The flexibility must be sufficient to allow outmoded facilities and programs
to either adapt or be phased out. Public-agency or bureaucratically operated pro-
grams are not noted for flexibility, particularly not to the extent of allowing
institutions or programs to fail when outdated or no longer demanded. Unless the
delivery system for day care has the element of substantial flexibility, this
program may well follow the course of other programs that were established prior to
the availability of sufficient knowledge and later proved themselves unresponsive to
changes in knowledge and in the circumstances of society.

Ease of Transition

As is discussed above, the existing day care industry is massive. Unless the federal
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policy is to supplement and build upon this existing industry, the cost of a large
scale day care program, among other staggering implementation problems, will be
virtually prohibitive. On the other side of the issue, the effective federal
takeover or nationalization of day care services would eliminate this same massive
industry currently functioning in and affecting the national economy. Since the
bulk of the current industry is proprietary care, ease of transition as well as
maximum use of resources would indicate that further federal involvement should
accept proprietary providers.

The existence of the industry does not necessarily mean that it is adequate,
where operating, nor that it is complete. Within the existing industry, substantial
roles appear to exist for federal supplement of the equality of opportunity for day
care services through the provision of purchasing power on an equitable basis and
through the stimulation, development, and equalization of needed resources for the
provision of adequate child care in all areas and under all conditions.

An Industry for the Poor

Most existing and proposed day care programs are primarily aimed at low-income popu-
lation groups. Our conclusions and recommendations concern the provision of day
care services to the poor. Federal involvement in day care can be designed to
serve the poor in two regards:

1. the provision of day care services to poor people in need of services; and

2. the provision of services bxpoor people who can receive income through such
employment.

This latter goal appears possible and should be emphasized in any federally
supported day care program. The effect of emphasizing the use of poor people as
providers of day care services would be to channel back to the poor commumity some
or all of 60% to 80% of the money now being spent by day care programs for personnel.
Also, additional amounts used for expenses for remodeling, equipment, and so on,
could contribute to the betterment of residences of the poor providers. The only
other option is to have these same funds diverted to business interests in the middle-
and upper-class brackets.

The amounts of money thus returned to the community if the ,form of increase
could run as much as $1.2 billion in the first year of operations under the budgets
proposed in the comprehensive child care bills, and one half that amount under the
H.R. 1 welfare package. These theoretical maximums may not be approached, but
substantial sums might still be so diverted.

is

A key element in encouraging poor people to act as providers of day care is the
structuring of a program so that employement opportunities will exist for this
population group. In day care a great deal of this structuring already exists.
The industry is very informal. Virtually no technical or other skills beyond those
possessed by the average parent are required to enter the industry. Start-up costs
for concerns such as family care homes are very small in most cases. No significant
barriers appear that would hinder entry into this industry by economically disad-
vantaged persons.

It would seem a safe assumption that the majority of these informal providers
are relatives, neighbors, and such who are likewise poor. If current patterns in
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the informal day care industry continue, the program could not only make day care
services more adequately and equitably available to the poor but could, as we have
said, also channel the payments for day care services back into the poor community.

Another key to the realization of this goal is the placement of adequate pur-
chasing power in the hands of the poor. Obviously, without the provision of
adequate purchasing power, no increased program or industry will develop. If pur-
chasing power is provided to parents, and they are allowed to continue with their
current patterns of behavior, these events in all probability will occur. If, on the
other hand, unreasonable constraints are placed on parental choice, or if the decision-
making authority is taken away from individual parents, the poor could conceivably
be excluded from participation as providers in the industry. This danger exists
particularly if centralization, standardization, professionalization, and complex
administration are encouraged.

At the policy level and at the administrative level, all reasonable efforts
should be undertaken to encourage the involvement of the poor community in the pro-
vision of day care services. The channeling back to the poor community of the bulk
of what will prove to be a $1 billion program will certainly provide some relief
to the economically disadvantaged, as well as to the high cost of the existing
welfare program.

5.3 An Analysis of Alternative Theoretical and Proposed Day Care Delivery-
System Models

Most national child care proposals under consideration by the Congress include
provisions for systems of delivering expanded services. The proposed delivery
systems, of course, would be imposed upon the existing patterns of delivery child
care. The proposed as well as the existing delivery systems represent combina-
tions of elements of two possible basic models: a market model and a centrally
planned model.

These models do not exist in pure form in practice, but represent "ideal"
reference points for analysis. More specifically, our recommended delivery system,
a modified market model, relies heavily upon consumer choice and product differentia-
tion as a basis for competition -- and not on price alone, which is the basic
variable in the theoretical market model.

Any system that provides goods and service must include a mechanism by which
resources are allocated. Resource allocation, in turn, depends on what goods and
services are produced, how they are produced, and to whom they are distributed.
In other words, production, efficiency, and distribution issues are all involved in
the resource allocation question. The market model and the centrally planned model
can be viewed as extremes on a continuum that represents the degree of governmental
intervention in the system. At one extreme, government intervention is entirely
absent, and the market mechanism is free to determine the allocation, production,
efficiency, and distribution outcomes. At the other extreme, government intervention
is total; all decisions affecting allocation and soon, are made by fiat.

The models discussed in this section are less extreme versions of these two types.
The market model allows for some regulation to facilitate the workings of the market
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and to assure that all child care produced is of at least a certain minimum quality
(for example, certain health and safety standards must be met). At the same time,
the centrally planned model allows for a certain malleability in the fiat system
by requiring the decision makers to be in some way representative of the population
receiving services (elected consumer representatives on a local governing board is
one example). We are using our models, therefore, to make the distinction between
what Rudolf Klein has called the "market economy" model and the "political economy"
model (Klein, 1971, p. 112).

The emphasis in this analysis will be upon our recommended choice of a pri-
marily competitive market model. Additionally, however, the problems of such a
system are discussed and the pros and cons of the central planning model are
presented.

The Market Model

Characteristics and Advanta &es of the Market Model
The key feature of a market mechanism is that the price system is allowed to
carry out the basic economic functions mentioned above. Consumers select from the
goods and services available to them those that best meet their reeds, given the
constraint imposed by the amount of their incomes. As shortages or surpluses develop,
prices adjust so that the market is cleared. At the same time, prices perform a
more vital function: they serve as resource-allocation signals. Price combined
with quantity purchases determines revenue; revenue minus cost yields profit.
Consumers' choices and the response of prices thus determine the profitability of
various activities. Provided that barriers to entry are few, resources tend to flow
into high-profit activities and out of low-profit or low-producing activities. If

costs accurately reflect the value of alternative uses to which resources can be put,
then profitability is a good indicator of those economic activities that consumers
most want performed, and the resulting flow of resources is desirable.

The market mechanism we outline here does generate consumer sov,Ireignty: the
demands of the consumers determine the allocation of resources. The market
mechanism also allows for as much diversity as consumers desire -- provided that
desire is translated into effective demand for goods that are profitable to produce.
Also, as long as resources can flow freely into and out of various economic activities,
and if producers strive to stay in business and to maximize profits, the competition
generated between producers by the market mechanism will result in efficient produc-
tion. The market model thus appears to deal admirably with the issues of production,
distribution, efficiency, and allocation.

The diversity allowed by the market model could be described as a part of a
larger attribute of flexibility, larger because flexibility in this model exists
for longitudinal change as well as current diversity. At present, day care is an
actively provided commodity in this country offered primarily through occasional or
informal arrangements, and at a relatively low cost. The next major step in the
evolution of the day care industry in this country could well involve its use to
help stimulate increased employment among AFDC mothers. This type of service to be
effective must emphasize the rapid development of capacity that meets the convenience
of the AFDC mother at as low a cost as possible, consistent with adequate quality
for the care of children. As the industry develops over the years, it is probable
that it will serve more and more women of a:1 economic strata who will enter the

79



labor force. For middle- and upper-income families, day care will be purchased and
supplied in response to free market sources.

The other significant development that is now taking place is the advancing
knowledge regarding child development services. As the services are proven
feasible and valuable, new delivery systems within or beyond day care settings
may prove necessary. The development and delivery of truly effective child develop-
ment services on a national basis may not be many years off. The point, then, is
that the flexibility of the market model is highly desirable for the evolving
day care and child development industry. The flexibility must allow some providers
to fail when no longer needed or in demand. The retention of providers, facilities,
and such, when not in demand would inhibit progress and the evolution of the
delivery system of new and better services.

Problems with the Market Model: The Role of Government
The market model rests on certain key assumptions, which may not hold in the day
care area. Also, the model neglects at least one important issue of particular
relevance to a program directed at the poor and near poor populations. The assump-
tions of concern are:

1. Consumers must have adequate information on which to base their decisioni; but
consumers, especially the poor, may be unable to discriminate between good and
bad day care. Government intervention in this area could take the form of
improved information and education on day care, as well as periodic surveys
of the consumers of services from different providers to assess their level of
satisfaction with each particular provider. Such surveys could help potential
consumers in making their decisions; parents would thereby learn from the
experiences of other parents.

2. Barriers to entry in the market model are few. Entering the day care industry
is, as yet, a relatively easy process. However, for comprehensive service day
care centers significant capital costs are involved. Government intervention
can increase the difficulties of entering the industry by increasing the strict-
ness of its regulations. If barriers to entry are to be kept low, then standards
must be reasonable and directly related to quality. Certain standards, of
course, are necessary to ensure the health and safety of the children.

3. Latent demand may be unrecognized and unmet. It is difficult for consumers to
purchase goods that do not exist. A profitable opportunity may be present but
overlooked because no potential provider recognizes it. For example, a day care
center might be a profitable undertaking in a certain neighborhood, but this will
never be known unless someone takes the risk of establishing a center there.
Government action in this area might include providing incentives for risk-
taking, or carrying out surveys intended to measure the latent demand for differ-
ent types of day care in specific, apparently high-risk localities.

4. The important issue that the market model neglects is income distribution. The
market model, if the above assumptions hold, will allocate resources efficiently
given an adequate prevailing income distribution. Specifically, consumers will
purchase the amount and type of day care that best meets their needs (i.e.,
which maximuzes their utility), given their income level. However, one of the
fundamental tenets underlying proposed day care programs is that the amount of
child care that persons with low incomes can purchase is sufficient. The policy
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objective is to increase the amount of child care obtainable by the low-income
population. This requires some form of government subsidation of day care
expenditures for the poor.

The financial mechanisms by which the federal government would subsidize the
purhcasing power of parents could include a variety of types; but under the mar-
ket model they must ensure that the choice of service remains with the parent,
even if the actual purchasing power or money does not. Available mechanisms
that the federal government might use include tax deductions or tax credits,
income disregard, vouchers, or direct vendor payments. These mechanisms alter
the day care prices faced by the consumer in different ways and will thus lead
to different resource-allocation outcomes. For this reason, the alternative
mechanisms must be carefully compared. However, subsidation of day care must
be made in a way that is consistent with consumer sovereignty, an essential element
of the market model.

The Centrally Planned Model

Characteristics of the Centrally Planned Model
The essence of the centrally planned model is that all functions and resources are
vested in one agencY. This agency, thus, has the power to control, monitor, approve,
create, or remove all day care services in the region. Each region (either a state
or smaller region) would be governed by an agency. Most proponents of this type
of day care industry envision each agency governed by at least some consumers or
parents who are using the day care services provided.

Interested groups or organizations who wished to provide federally supported day
care services in the given area would first have to apply for approval from the
central planning agency. It is possible that the agency could act so as to set up
competing providers in a given area and then let consumer response determine which
providers will succeed and which will fail. In other words, a central agency model
is not necessarily incompatible with a market model, in that it could allow that model
to operate. However, as noted earlier in this presentation, we have deliberately
developed two extreme and clearly distinct cases in order to best illustrate the
issues involved.

There is not clear analogy that would represent what a fully operating central
planning day care industry would look like. In general, it may be envisioned as a
centrally planned system governed by either an elected or appointed board, or a
combination. In an embryonic way, Head Start approximates this industry form.

Financing a centrally planned day care industry would consist of direct financing
from the federal government to local or regional planning agencies. These agencies
would, in turn, either directly operate programs or contract for the provision of
services with qualified organizations.

Parents or individual consumers would not usually have direct purchasing power
but, if eligible, would receive child care services if they chose to enroll their
child in a program operated or contracted by the central planning agency.

Advantages of the Centrall Planned Model
A number of advantages are usually cited for the centrally planned form of delivery
system. The most important are:
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1. Such a system would allow the central agency to deal directly with perceived
deficiencies in purchasing power and unmet demand. If the agency felt that a
certain group of people in a certain area "deserves" more child care but was not
receiving it, the agency could funnel resources into that area and make the
chosen group eligible for the resulting services. Also, the agency could
act to prevent unnecessary duplication of facilities and thereby, presumably,
promote efficiency.

2. Centralized planning and control does not rely on consumers or parents to make
choices they are unable or unprepared to make. Many professionals feel that the
consumers who need good day care services the most are the least likely to choose
them. No generalization can be made concerning the ability of low-income parents
to serve, either directly or indirectly, their children's best interests;
however, this population has generally less education and, perhaps, sophisti-
cation in the mechanics of obtaining services. Furthermore, all citizens in
almost all situations can benefit from both collective and expert wisdom in
making decisions.

3. Consumer "control" or representation in the agency would ensure that the kind
of services consumers desire would be provided. It is argued that the kind of
decisions made by a parent-controlled agency would reflect the collective
desires and wisdom of the group.

Problems with the Centrally Planned Model
While the centrally planned model may have certain advantages over the market model,
it also creates a number of problems. The basic difference between the two approaches
is that the price mechanism is replaced by the political process as the allocator
of resources in the centrally planned model. The central agency must know and apply
the appropriate criteria for resource allocation. Somehow, "needs" must be deter-
mined; services to be provided must be precisely defined and directed to the areas
of greatest need; the prices to be paid to providers must be determined, usually on

the basis of negotiations that attempt to establish a "fair price"; and the eligible
population for each type of service must be defined. When shortages or surpluses
develop, there is no automatic means to adjust the system; political pressure would
have to take its place. Because competition is eliminated, the pressure for
efficiency is also seriously reduced.

The outcome of all these deficiencies can be a system that mis-allocates resources,
uses them inefficiently, and distributes the resulting products in an arbitrary --
and therefore probably inequitable -- manner. Some of the major problems are:

1. The potential exists for the central planning agency to be dominated by consumers,
professionals, governmental officials, or some coalition of these individuals
who can force their preferences in day care services on all consumers in the
area. Additionally, conflicts or stalemates within the agency could hinder
decision-making and, thereby, the availability of quality day care services.

2. Based upon the decisions of one board, day care services will tend to be uni-
form; innovation, variations and diversity of services will be minimal. The
uniformity of school programs run by over 5,000 independent school districts
evidence this potential problem.
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3. Centralized planning will require extensive administrative machinery and staff,
which will raise costs. In addition, monopolistic power is likely to raise
costs. (Theoretically, monopolies or central planning agencies can reduce
costs through better planning and allocation of resources. In actual practice
this rarely if ever happens; costs usually increase.)

4. The day care industry may be more subject to political influences, since most
proposed central planning agencies have several politically appointed members.

5. Central planning agencies tend to operate all their own programs (like training)
and thus tend to be inefficient, since other organizations may be better equipped
to carry out such functions. Central planning agencies tend to have little
faith in the capability of other agencies; they tend to believe "we can do it
better ourselves," without realizing the complexities involved. Also, these
agencies have little incentive to economize or to operate efficiently, since
they are not rewarded for doing so.

6. Central planning models tend to become inflexible and rigid once established,
since existing programs, facilities, and soon, tend to be retained; thus they
consume resources that could be used to develop alternatives to meet changing
demand. Failures and phase-outs will not be allowed to occur naturally.

5.4 An Analysis of Existing and Pending Federal Strategies and Actions

Certain major and even relatively minor policy decisions by the federal government
with regard to its strategies and actions in day care can and will be a powerful in-
fluence in shaping the nature and type of day care industry that will develop. As
important in determining the nature of the day care industry as the amount of money
the federal government decides to invest or spend on day care will be the way in
which the money will be spent.

The federal government has three basic decision areas with regard to federal
involvement in day care:

1. purchasing powei (operating costs),

2. key resources (facilities, training, and equipment), and,

3. performance (quality) control or regulation.

Within each of the first two areas the federal government must make two decisions:

1. how much money it will invest in each area; and

2. who will have control of the expenditures.

(In the case of regulation the decisions are, what will be regulated and who will
have authority to enforce regulations.)

The essential fact influencing the following analysis is that policy decisions
and actions that tend to place purchasing and decision-making power in the hands
of individual consumers will shape the industry toward a market model. Policy
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decisions and actions that place purchasing power and decision-making authority in
a single agency will tend to shape the industry toward a centralized planned and
controlled industry.

Actions and Strategies Favoring the Competitive Market Model

The following are examples of legislative actions or policy decisions that would
significvntly help shape the industry toward a market industry.

1. Actions to provide increased consumer demand through the provision of
purchasing power:

income disregards for the cost of day care services (AFDC program, Oppor-
tunities for Families Program, H.R.1);

vendor payments for day care services (AFDC program);

vouchers for day care services (such as Food Stamps);

opportunity for Families Program and Family Assistance Plan (H.R.1),
which provides money for day care for public assistance recipients and
emphasizes parental choice; and

increased tax deductions for day care services (the Revenue Act of 1971
and prior legislation).

tax credits for day care services (similar to tax credits for tuition in
non-public schools).

2. Actions to stimulate creation of new programi through the investment of public
funds for start-up costs, such as construction, renovation, equipment, and
technical assistance. Most of the major proposed day care legislation provides
for key resource support. Obviously the creation of facilities and other key
resources are of benefit under either delivery system model. Sane examples
of this kind of assistance inciu4e:

The Opportunities for Families Program and Family Assistance Plan (H.R.1),
which provides specific money for construction, training, and leaves to
the discretion of the Secretaries of HEW and Labor how to spend a large
pool of funds, at least a portion of which could be spent for the creation
of key resources;

The Child Care Corporation concept introduced by Senator Long (but not rein-
troduced into this session of Congress as of this date), which has as a
primary intent the stimulation of key resources through grants, loans,
mortgage assistance, and other financing devices;

These programs tend to be oriented towards a market model in the means they
have of making funds available both for operations and for development.
(H.R. 1 does contain provision for community action agencies to control the
operation and delivery of services but does not stress this feature.)

The comprehensive child development approaches, such as the Nelson-Mondale
approach (S.3193) and the Senator Javits approach (S.3228), which provide
the substantial monies for key resource development in the forms of either
direct development by community agencies or by grants, loans, contracts, and
other appropriate financing mechanisms to day care providers and developers.
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These programs are geared entirely to the central planning model for the
provision of services and the development of key resources, but are not
imcompatible with a competitive market model in their basic provision of
the support for key resource development.

3. Actions to stimulate co etition b investing or ermittin more than one t
of sponsor or_program. Some of the major porposed legislation have permitte
support to aiversity of sponsors, including both public and private, profit
and non-profit, day care and child development:

H.R.1 and the corporation idea permit such diversity, in that no centralized
authority is required except at the federal level;

the comprehensive child development approaches are less likely to promote
such diversity since all providers must operate at the sufferance of local
central planning authorities with fixed, and presumably limited, goals and
approaches (assuming the providers wish to be a part of the federally sub-
sidized industry).

4. Actions to simplify regulations and permit a diversity of programs to operate:

the HEW national conference on standards to simplify in general and relax
standards for facilities and personnel;

federal authority to override state laws inhibiting the day care industry;

technical assistance to states in the development of standards.

Actions and Strategies Hindering the Competitive Market Model

The following legislative actions and strategies will tend to severely hinder the
development of a market-oriented system providing for diversity of services and
parental choice:

1. Actions that would create central planning authorities and day care.

all of the Comprehensive Child Development bills, which require the use
of the central planning authority and prime sponsorship approach;

the Head Start Program (Economic Opportunity Act of 1954, as amended, Section
222(a) (1), which operates only through a central planning agency, but not
necessarily with substantial governmental control or sponsorship.

2. Actions that would limit federal financial support to only selected public and
private non - profit agencies (mainly excluding the private- for- profit providers):

the comprehensive child development bills exclude from federal financial
support private for-profit organizations, reducing the innovations and tech-
nology that may he brought into the industry and precluding firms from offering
services that may not otherwise be provided.

3. Action that impose ideal or "optimum" standards or limit the types of care
provided.

all of the pending legislative proposals either contain standards or direct
that such standards be developed soon after enactment. No direction regarding
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the severity or freedom of such standards are generally imposed. Care must
be exercised to insure that standards will allow the operation of a variety
of types of day care providers under any delivery system.

the 1968 Interagency Day Care Standards are a good example of the failure
of impractical guidelines to be enforced.

4. Actions that could impose restrictions on what day care services a parent can
utilize with his purchasing power.

The Comprehensive Child Development spproach has the potential to restrict
the types of day care services available. Obviously, the parent can only
make use of the services that the central planning agency either operates
or authorizes.

Vendor payments under Title IV-A of the Social Security Act have the
potential to restrict parental choice in the event any conditions are
imposed regarding authorized vendors.

Any licensing or standards that are so restrictive as to prohibit certain
providers that parents otherwise might use, substitutes the standards of
others for parental choice.

Actions and Strategies Favoring a Centralized Planning Industry Model

In contrast to legislative actions that would help promote a market oriented industry,
numerous proposed legislative actions that significantly favor the development of a
centrally planned industry. The following are examples:

1. Actions that would create central planning agencies with decision-making
power:

All of the Comprehensive Child Development bills require the use of the cen-
tral planning authority and prime-sponsorship approach.

The Head Start Program [Economic Opportunity Act of 1954, as amended, Section
222(a) (1)] operates only through a central planning agency.

2. Actions that provide purchasing power (operating money) and authority only to
central planning ajencies to operate or purchase day care (as approved to

E21,11AILISLEETEI.
the Comprehensive Child Development approach,

the Head Start approach,

any community action or parent-controlled requirement.

3. Actions that would limit what services parents could purchase

The Comprehensive Child Development approach has the potential to restrict,
the types of day care services provided. ObViously the parent can only make
use of the services which the central planning agency either operates or
authorizes.

Vendor payments under Title IV-A of the Social Security Act has the potential
to restrict parental choice in the event standards are imposed regarding
authorized vendors.

86



,,;;11, nn-

4, Any licensing or standards which are so restrictive as to prohibit certain
providers which parents otherwise might use, substitutes the standards of
others for parental choice.

5.5 Conclusions and Recommendations for the Nature of Federal Involvement In
the Delivery of Day Care Services

While we remain neutral on the policy decision of whether or not the federal govern-
ment should increase its involvement in day care services, we definitely recommend
that, if the decision is made to increase the level of involvement, that the increased
involvement take place through the following programs:

1. a program of vouchers to place purchasing power for day care services under
the control of and at the discretion of eligible parents;

2. a program of key-resource development, primarily operating through community
development agencies.

The Use of a Voucher System for the Federal Support for the Payment of Day Care
Services

The provision of purchasing power to the consumer may be accomplished through a
variety of mechanisms -- vouchers, vendor payments, income disregard, tax credits, and
tax deductions. Competing arguments suggest the advisability of each. The decision
to recommend the use of vouchers is based on three conclusions:

1. Income disregards, tax credits, and tax deductions are regressive in nature and
may be taken advantage of only by persons with sufficient income or tax lia-
bilities to make use of these devices:

2. Vendor payments seem often to be associated with related standards or conditions
imposed upon eligible vendors and, hence, tend to limit a free-choice system.

3. Of all the available payment mechanisms the voucher imposes the fewest constraints
and affords the greatest choice and ease of purchase of services to the consumer.

The specific payment device, however, is not the primary point in this recommen-
dation. The significant recommendation regarding a voucher system is that the market
model, as discussed earlier, be followed in federal policy for the actual provision
and operation of basic day care services. The evidence presented earlier in this
report is relevant to this recommendation in at least the following ways:

1. Little is known regarding what services are needed or what services are best for
children; no ideal prototype for day care exists.

2. Parent preferences are diverse and not well known.

3. The majority of welfare mothers now work and pay something for day care
services but families would benefit from additional day care purchasing power.

With these considerations in mind, the recommendation to follow the market model for
the provision of services appears justified upon the following grounds.

1. A market industry will allow for the maximum freedom of choice by parents in
selecting and using day care services, and the maximum variety of types of day
care services.

87



2. A market industry will have the flexibility to allow the day care to
develop and will place few barriers in the path of emerging and
evolving patterns of day care and child development, while a central
planning model will tend to establish and preserve a system.

3. A market industry will tend to produce the required day care services at a lower
cost, since each service must attract consumers to stay in business; hence
efficiency in the provision of desired services would be rewarded.

4. A market industry will minimize federal involvement in and standardization of
the direct operating details of day care services, but it will still
allow the federal authority a policy and decision role.

Key Resource Development Primarily Through Community Development Agencies

Key resource development, in this context, means the provision of funds for planning,
technical assistance, start-up costs, facilities, staff training, and so on. The
recommended key resource development program is an important adjunct to the competitive
market model. Many industries have received governmental subsidies and stimulation. 4

The recommendation of this program merely takes into account the reality of the fact 1

that pure market forces to not always operate freely to develop adequate supply to
4

meet demand in an equitable manner. More specifically, supplying vouchers above --
and thus greatly stimulating demand -- will, in the short-run, make the current
supply of day care insufficient. The prices charged for services will increase;
centers will compete (for example, for directors) and thereby force salaries beyond
normal limits. The result will be that the true value of the voucher (at any level)
would be considerably reduced.

Hence, a program of key resources is necessary to help the market adjust to the
new demand levels, without inflating prices unnecessarily. The logic of this re-
commendation especially prevails if the attempt is made to increase substantially
the demand upon an industry, when past experience indicates that competitive in-
dustries have limited ability to respond rapidly to extreme change.

Another important reason for providing a key resource program is to help pro-
mote a diversity of services by those who would otherwise be unable to enter the
industry. Limiting entry into the day care market to only those organizations or
groups who have sufficient capital skill and experience will exclude many community
groups or minority organizations from providing services, though parents may want
just those types of services the community or minority groups might provide.

In the long-run, the recommendation for a key resource development program
anticipates that in certain geographical areas, under certain economic conditions,
in order to meet the needs of special population groups, and to otherwise ensure
adequate provision of day care services, an additional development program is
advisable.

A key resource program will facilitate the entry of new providers into the day
care market and promote services that would not otherwise be possible and assure ade-
quate day care in areas of special need. It must be noted, however, that key resource,
money is for initial entry only. After establishing the services, the provider must
be able to attract consumers on the "open market" just as any other provider would.
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It must be anticipated that some providers applying for and receiving key
resources for initial start-up will eventually fail. Undoubtedly, some will
misjudge the desirability of the service they intend to provide and will not be
able to stay in business. Such providers must be allowed to go out of business --
just as will providers who have not received key resource support.

The development of key resources need not be lodged in community development
agencies for any inherent reason. Obviously, a federal agency or a state agency
could be given the responsibility for developing resources for an emerging day care
industry. On balance, however, this recommendation takes into account a variety of
considerations that tend to indicate the policy of establishing a preference for
community development agencies, broadly representative of the community, to carry
out the function of key resource development. The rationale behind this recommenda-
tion includes the following points:

1. Key resource development will take place only under the special circumstances
noted above. Knowledge of particular local conditions giving rise to special
need is most likely to be present in a group representative of the community
involved. It can generally be assumed that the more centralized the authority
becomes, the less attuned that authority is likely to be to special and unusual
situations occurring at the local level.

2. Key resource development willtake place only when normal market operations
have failed to provide an adequate supply of day care services. The logical
assumption follows that something more than individual buying power is required.
The decision to develop a particular type of resource or facility, in most
instances, will affect more than a given individual. Collective wisdom and
decision-making regarding such development seems appropriate, therefore, by the
group representing the collective interests of the population to be served.
On the other hand, our earlier comments regarding becoming too centralized and,
thereby, making the collective decision unresponsive to local special needs
also applies to this point and favors the local community model.

3. Placing key resource development in the hands of a person other than providers
and operators of day care services provides an additional check against a provi-
der-dominated industry, possible exploitation of the consumer by the industry,
and the development of universally low-quality care in a particular area. This
extra safeguard is particularly relevant in the areas of special need in which
key resource development would be undertaken.

As noted earlier, the most important element of this recommendation is the
establishment of a capacity for the development of key resources. The recommendation
for preference to community development agencies in this function is based on a
balance of the relevant factors involved, but it not thereby made a necessity of the
program. In fact the program contemplates key resource development support through
other meand, if community groups do no respond to the opportunity. Key resource
development is an important adjunct to the market model to ensure against any inade-
quacies that might arise in that system.
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5.6 The Impact of Pending Legislation upon the Delivery of Day Care Services

Any of the major legislation regarding day care and child development pending before
Congress would significantly increase the demand for day care, the amount of day

care offered, and the federal role in day care. Federal involvement at this level
undoubtedly, will be the primary source shaping the future of the developing day
care industry.

By applying the principles contained in this chapter to the approaches found in
pending day care legislation, and by using some of the knowledge of past experience in
day care contained in this report, tentative predictions or probabilities concerning
the future of the day care industry can be ventured. For example, the various compre-
hensive child development proposals currently pending contain delivery systems that
are virtually central planning model in themselves. The welfare reform measures
contained in the Social Security Amendments of 1971 call less conclusively for the
central planning model, although Administration sources have indicated that substan-
tial use of a central planning model for the delivery of day care services is

contemplated. The comprehensive child development approaches have the additional
philosophy, if not adequate resources at the moment, for the immediate provision of
comprehensive child development services primarily in day care settings with emphasis
on the example of Head Start.

Presumably, the characteristics of a centrally palnned industry, as discussed
earlier, can be expected to arise in the event of the passage of one of the compre-
hensive child development bills. However with the priorities for economically
disadvantaged children and children of working parents, plus the emphasis in the
Administration's welfare-reform package on children of working parents, the oppor-
tunities for selectivity and comprehensiveness may be reduced in practice . Also,

the central planning model under any proposal has the potential -- but in the
past not the propensity -- to steer a course different from the provision of highly
uniform, centrally located services.

In spite of the priorities contained in the various pending legislation, the
central planning agency will be faced with allocation problems.

These possibilities or probabilities appear to apply equally in the event of
the passage of the Administration's welfare-reform package, should the Administration
decide to move to the heavy use of a central planning model for the provision of child
care services. Under this legislation, however, the likelihood of a selective,
highly developmental service system is virtually eliminated, in terms of both
philosophy and limited resources. This legislative program has a greater potential
for steering away from the central planning model. To the extent day care under the
Social Security Amendments of 1971 manages to avoid central planning, a greater like-
lihood exists that some of the advantages of the market model, as well as the dis-
advantages, might be realized.

As indicated earlier, a key adjunct to the operation of the market model is a
program for key resource development. This pending legislation may not adequately
meet this need; the exact need for added key resources for the day care industry is
difficult to predict. Certain funds for construction, research, and such, would be
available under this proposed prograzm. However, latent demand may go unmet with-
out sufficient funds or a sufficient system to uncover special needs of special areas
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and populations. Similarly, the entry into the industry of certain kinds of providers
may be effectively prevented unless the necessary start-up costs, loans, and other
resource development mechanisms are adequately provided.

These considerations are but a few of the predictions that could be made.
Nevertheless, they appear to constitute the major impacts that might occur in
the event of the passage of some of the pending legislation. The general tendency
towards the central planning model is clearly indicatdd. The principles enunciated
earlier regarding the advantages and disadvantages of this model can be assumed to
be likely results. Movement of any of these proposals toward the market model
would-garner at least some of the advantages of that system.



6.0 IMPLEMENTATION

Our recommendations concerning federal expansion in the field of day care are neutral;
and we favor, for the present, only research and development in the field of child
development. In this report we suggest and discuss the advantages and disadvantages
of the alternatives available to the federal government regarding further involvement
in day care, but we do not attempt to answer the basic policy questions. Such deci-
sions, whether or not to launch a new or expanded day care program and what the purposes
and objectives of such a program might be, must be made by the federal government.

The recommendations for implementation that we make in this section will be
applicable only when the basic policy questions have been decided. We present these
recommendations for implementation to complete the potential usefulness of the report
should the federal government proceed in the areas of day care and child development
programs; our extended discussion is not an indication of a recommended policy
decision regarding day care. Our recommendations concerning the implementation of a
program of research and development in child development concern only that program;
we make no recommendations regarding any other form of federal involvement in child
development at this time.

In section 6.1 we present the guidelines for legislation which, if enacted,
would bring into being a day care and child development program in a manner we would
recommend should the federal government decide to expand its involvement in these areas.
In section 6.2 we present alternative forms of implementation of the proposals through
suggested amendments and modifications of the pending day care provisions in the
proposed Social Security Act Amendments of 1971 and pending child development bills.

In the following presentations we are dealing with the essential elements of our
proposed program and modification of other pending pieces of legislation. In doing so,
we hope to increase the usefulness of the materials by presenting our implementation
recommendations in substantial detail. This attempt, however, does not reach the
proportions of technical legislative draftmanship. The reasons for many of the guide-
lines are self-evident. In instances where explanation is thought to be useful or
necessary, statements of rationale are provided.

The Objectives of the Recommended Program

The recommendations of the Policy Studies Group have been set forth in substantial
detail in the preceding portions of this report. For the purposes of summation and
organization, a brief statement of the major proposals of the research is presented
here.

The first major proposal is the establishment of a program for the provision of
work-related basic child care primarily through the use of a federally administered
voucher payment system. The program would be housed in an agency of the Department
of Health, Education, and Welfare or the Department of Labor?. The program would be
designed to serve the children of parents on welfare and the working poor and near
poor who are participating in work-training or employment or related activities.
A voucher system would be utilized to build a delivery system characterized by two
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major features: a maximum of parental choice and the maximum development of a
competitive industry that would involve both profit and not-for-profit providers.

The second basic proposal would establish a program for the development of key
resources and technical assistance for day care providers. This program would also
be housed in the Department of Labor or that of Health, Education, and Welfarel and
would concern work-related day care. The program would develop such key resources
as, for uxample, facilities and staff, when geographic, social, economic, or other
conditions indicate a need for assistance in the development of an adequate system
of day care services. In this development phase of the overall system, preference
would be given to community groups seeking to provide assistance for the development
of the day care industry in under-served areas and for under-served population groups.
These community groups or councils could be composed of parents, interested citizens,
government officials, and other appropriate parties. It would be mandatory that the
group be composed of a majority of parents. The use of such resources, however, would
still be up to the voluntary selection of parents through the expenditure of vouchers.
In no event would these community groups be involved with the actual provision of
day care services, only in the development of resources.

The day care thus provided would be designed to replace all work-related day
care currently provided under, or to be provided through, the AFDC program, the WIN
program, the recently enacted Talmadge Amendments to the Social Security Act, the
pending Social Security Amendments of 1971, and the pending comprehensive child
development bills. Our proposals, however, are not directed at the existing system
for the provision of non-work-related day care. (For example, our suggestion that
child care services under the AFDC program be repealed does not refer to special
day care provided by welfare agencies that are unrelated to work training, employment,
and related activities. For another example, under the Social Security Act Amend-
ments of 1971, our recommended program would not change the day care provided
through the "Family Assistance Plan" for welfare recipients who would not be re-
quired to register or accept training and employment; our proposals would affect
only those individuals required by the "Opportunities for Families Program" to
register and accept training and employment and those employed near-poor with in-
comes up to $8,000 per year.)

The third essential recommendation would establish a legislatively mandated
Office of Child Development. This office would engage in a substantial program of
research, development, and demonstration projects, as well as in experimental and
evaluation programs, in a variety of areas of inquiry related to day care and child
development. The broad purpose of this research would be to answer the multitude
of important questions that must be answered prior to the development, enactment,
and implementation of a nationwide comprehensive child development program. This
office would appear, logically -- but not necessarily -- to be part (or under the
jurisdiction") of the Department of Health, Education, and Welfare.1

The program would be substituted for the existing Head Start Program, but with
important distinctions: The new program would consider a variety of delivery systems,
variations in program content, alternative settings, and methods of child development.
The program would attempt to build on the early efforts of Head Start and similar
child development programs, but in no way would be obligated to accept the features
of those programs.
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Legislative Scenarios

Three basic legislative strategies can be considered for the eventual enactment and
implementation of our Policies Study Group recommendations. The advisability of each
of these strategies will have to be evaluated against the political and legislative
environment of the given moment.

The first approach would be to seek the introduction and passage of a bill,
as yet to be written, conforming to the legislative guides presented in the section
6.1. The enactment of such legislation could be sought either prior to the enact-
ment of pending child care legislation or in addition to, or replacement of, any
current or future laws.

The second strategy involves the pending Social Security Act Amendments of
1971 (H.R.1). The recommendations implicit in the legislative guidelines presented
in 6.1 could, if technically completed, replace the current work-related child care
provisions of H.R.1. We know that a total incorporation of our recommendations may
not be feasible or desirable; we provide in section 6.2 recommended modifications and
additions to H.R.1 that would include our proposals in that welfare-reform package.
Of course, the option exists at any time after the passage of H.R.1 in its current
form to enact legislation repealing the work-related child care provisions of that
law and replacing them with provisions similar to our recommendations.

The third legislative strategy (also presented in 6.2) would be the possible
modification of one or more of the comprehensive child development bills pending
in Congress. This option presents less flexibility because the proposed compre-
hensive programs have less in common with our recommendations. Nevertheless, the
proposed modifications and additions would improve the current comprehensive ap-
proaches and would adequately incorporate our principal recommendations for a
child care and child development industry. In the instance of this strategy, it
is more important that modifications be made prior to enactment of the pending
legislation; a different course of action from the one proposed here would rapidly
be pursued upon passage of one of the comprehensive child development bills.

6.1 Legislative Guidelines for a Recommended Federal Day Care and Child
Development Program

Title I: A Program for the Provision of Work-Related Basic Child Care and the
Use of a Voucher System

1. The Secretary of the Department of Labor' (hereinafter the Secretary) shall be
authorized to provide basic day care to all children younger than 15 years of
age in need of such care due to the participation of one or both of the parents
of such children in work training or employment if such family qualifies for
income maintenance assistance under federal law or qualifies as "near poor,"
as defined herein.

2. For the purposes of this program, "near poor"
incomes of less than $8,000 per year.

Rationale: This definition was selected as an
analysis of costs, fee schedules, and so on,
firm specification.

95

shall mean all families with

estimate for the purposes of
and should not be considered a

102

sc



3. The Secretary shall determine within the Department of Labor the appropriate
existing or new agency to administer the basic day care program established
herein.

4. Adequa-e day care under this program must ensure the protection, safety and
Well-being of children.

Rationale: The Policy Studies Group recommendations separate the function of
the provision and development of basic day care services from the provision of
more comprehensive child development, the latter to be provided through a sub-
stantial research and demonstration program. The two programs will not neces-
sarily operate in isolation but the required responsibility in the basic
voucher program extends only to adequate care.

5. The Secretary shall have the authority to issue and redeem vouchers for the
payment of day care services, in conformance with the purposes and provisions
of this legislation.

6. Vouchers for day care services in an amount up to $400 per child per year
shall be made available to eligible parents; the Secretary may redeem these
vouchers only for day care services provided for a fixed fee up to a maximum
of $400 per child per year.

Rationale: A policy decision regarding voucher amounts must be made among
the alternatives analyzed in prior sections of this report. This amount is
used here because it represents a minimum meaningful amount for day care
services, but it should not be considered as a recommendation of the Policy
Studies Group. Cost-plus charges are excluded because they tend to be in-
flationary and to inhibit a competitive market.

7. The Secretary is authorized, but not required, to develop a schedule of
reasonable allowable fixed fee charges for day care based upon such considera-
tions as average costs in geographic areas or economic areas, patterns of pro-
vision of day care, the relationship of the provider to the parent or child,
and other determinants of the economic relationships among the parties; and
to utilize such cost schedules in the determination of the amounts of vouchers
for distribution and redemption.

Rationale: Varying prices according to geographic regions, economic conditions,
and so on will help to stimulate the industry and ensure the provision of
adequate child care. The intent of this provision is to ensure equality in
buying power.

8. The Secretary is authorized, but not required, to develop a sliding scale for
the value of vouchers distributed dependent upon such considerations as the
income of the family, the number of children in the family, and other consi-
derations of equity between and among participants in this program.

Rationale: A correctly designed sliding fee scale will minimize "notch effects"
and other inequities in payment for day care services. The details of this
schedule must take into account budget restrictions, economic conditions, and
other variables that may change over a period of time and to which a fee
schedule must adapt. The Policy Studies Group tentatively has suggested, as
a point of reference, vouchers of $400 per preschool child for families with
incomes up to $3,999 per year; $200 per preschool child for families with
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incomes up to $5,999 per year; and $100 per preschool child for families with
incomes up to $7,999 per year; lesser amounts would be allowed for school-age
day care. Decisions regarding the amounts of voucher and sliding-scale pay-
ments or contributions must be made by policy makers and administrators, and
our tentative suggestions are not intended as recommendations.

9. The Secretary shall have the authority, in specific cases where good cause
has been shown for such variance in order to protect the well-being of the
child or children involved, or to prevent fraud, to institute other forms of
payment for day care as he may deem appropriate; these forms of payment should
include, but are not limited to, vendor payments, third-party control of
vouchers, and so on. Such alternative forms of payment shall not exceed amounts
in excess of those authorized for voucher payments.

Rationale: The intent of this provision is to provide authority to the
Secretary, similar to that granted under the current welfare system, to make
protective arrangements in cases of misuse or fraudulent use of vouchers. The
authority to interfere with the voucher system for other reasons is not granted,
nor is the Secretary granted the authority to use other systems in lieu of
the voucher system except as would be stipulated by this provision or in con-
nection with research and demonstration projects under Title III of this
proposal.

10. The Secretary shall be authorized to make special monies available, through
increased payment amounts, not to exceed a 25% increase in the maximum voucher
amounts, when necessary to ensure the availability of day care that adequately
meets the basic needs of children of racial and ethnic minorities, bilingual
families, and children with physical, mental and emotional problems requiring
special attention in the day care setting.

Rationale: The principle of equity underlying this proposal requires simi-
larity of treatment to children in like circumstances. That principle is not
violated, and the needs of children are best served, by recognizing that some
children will require extra help just to receive equal care. The authorization
is not intended to allow entrance into the child development area but only to
provide remedial assistance in the form of special transportation, special
personnel, and so on, which will allow children with special needs to partici-
pate in the basic day care program.

11. Vouchers shall be issued to eligible parents to be used for the payment for
day care services selected at the sole discretion of such parents; except that
parents may not redeem vouchers for day care provided by themselves for their
own children, nor for reciprocal day care provided to avoid this exception.
This exception shall not apply to parents who are employees of day care centers
in which the parent has no financial equity.

Rationale: Parental choice is one goal of this program, but a child-allowance
or increase in basic welfare grant levels through the use of vouchers is not
intended. Thus, this provision is designed to preclude parents from claiming
to operate as family care providers for their own children, redeeming their
own vouchers, -.12fectively increasing their grant level without altering
their work-relaLzd circumstances. If a policy of child allowances or increases
in grant levels is to be accomplished, it should be done directly and equitably.
The trading of child care responsibilities in order to cash vouchers should

97 (14



likewise be avoided. The same considerations do not apply when the parent is
a bona fide employee of a center in which the parent has no financial equity
and which redeems that parent's voucher.

12. The Secretary shall not interfere with parental discretion except upon the
receipt of substantial evidence that intervention is required to protect the
physical, mental, or emotional well-being of the child or children involved,
or to prevent fraud.

13. No parent shall be required to use current or future publicly owned or, operated
day care facilities or programs.

14. The Secretary of Health, Education, and Welfare shall make available to this
program child care facilities and other child care assets which have been
developed under his control and jurisdiction and are no longer required to
meet HEW child care responsibilities.

Rationale: As with all of these points parental choice is the primary prin-
ciple insured. Existing HEW and other public facilities and programs should not
be retained in violation of this principle but certainly should be used when
meeting a demand.

15. Parents have the option to use vouchers for the payment of day care services
in both licensed facilities and facilities for which no licensing controls are
imposed, except that a specific provider or facility may be declared by the
Secretary as ineligible for the redemption of vouchers under this program when
such declaration is necessary to protect the physical, mental, or emotional
well-being of a child or children.

Rationale: Prior approval of all providers appears impractical at present.
However, a regular system of quality assurance should be instituted. When
inadequate providers emerge, mechanisms should exist to prevent their con-
tinued participation in the program.

16. All public and private, profit and non-profit individuals, agencies and or-
ganizations are eligible providers of day care services.

17. The Secretary must establish procedures in connection with work registration
and the distribution of vouchers, and as he may otherwise determine, for the
dissemination of complete information to parents regarding available alter-
native day care services in the community and the rights of the parents to
the use of and choice among such services.

Rationale: Free choice by parents requires information regarding alternative
choices and rights surrounding the exercise of choice.

18. The Secretary shall make maximum use of state and local Department of Labor
agencies currently in existence for the distribution and collection of vouchers
and for the dissemination of information.

19. The Secretary shall provide for adequate procedures to ensure against the
fraudulent redemption of vouchers through periodic and sample visits to day
care facilities; he should place particular emphasis upon visits to unlicensed
providers.

98 1'0`5

1



Title II: Key Resource Development and Technical Assistance for Day Care

1. The Secretary shall make special funds available through either or both grants
and loans and, through such other means as the Secretary at his discretion may
deem appropriate, to assist the development of key resources when special needs
of various target populations, special geographic areas, or special economic
and related considerations necessitate such assistance.

Rationale: The effect of this program would be to establish a network of "Day
Care Development Councils" throughout the nation to ensure the evolution of a
child care industry that would adequately meet the needs of eligible children
and the purposes of a developing program. The purpose of the key-resource
development supplement to the market-industry model is to assist and assure
adequate supply when special conditions prevent the usual rules of supply and
demand from operating. The intent is not to build a universal system to supply
providers with federal day care resources.

2. Assistance with key resources shall not be provided unless the Secretary deter-
mines that private or other public funds are not available to meet the need for
the devrlznnment of a day care industry in the location indicated.

3. "Key reouvas" under this section shall be deemed to include planning, technical
assistance:;, staff training and development, facilities including construction
and rental, equipment and materials, start-up costs, and related items.

Rationale: When a market system does not respond to the demands and choices of
individual demands, the Secretary will need assistance at the local level to
determine and understand the special needs that must be met to assure the delivery
of adequate day care in the area. Local groups under procedures and regulations
as the Secretary shall provide, can best determine and meet the resource needs
of the community.

4. The Secretary, subject to the next following provision, may accept applications
and provide funding for key resources from any public or private not-for-
profit agency or organization; but no such agency or organization receiving
key-resource development shall be an operator or provider of day care services.

5. The Secretary shall give preference, both nationally and when competing appli-
cations for a particular location are present, to the community development
group that the Secretary deems most likely to reflect the wants and needs for
key resources in under-served areas and within under-served population groups.

6. The Secretary, by regulation, shall establish the requirements for qualified
community development groups that shall include at least the following: re-
presentation of a population area of a minimum of 100,000; a majority, within
the group, of parents using or likely to use the child care services provided
under this program; a group that is widely representative of the racial, ethnic,
economic, and social makeup of the geographic area requiring key resource
development; some expertise within the group or available to the group to carry
out the planning and other responsibilities which might be entrusted to it under
this program.

7. The Secretary shall have the authority to reject all applications for key re-
source development in an area and to provide key resource development directly
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when, according to criteria the Secretary shall establish, the best needs of
the area would not be met by any existing applicant.

8. The Secretary shall not engage in the direct operation or provision of day
care services, but the Secretary shall have authority to increase the value of
vouchers, the availability of key resource fundings, and provide other in-
centives to encourage the development of day care in locations and situations
encountering maldistribution of services.

9. In providing staff and staff training through key resource development the
Secretary shall place particular emphasis upon the training and employment of
the elderly, the younger population, the economically disadvantaged, and the
parents of children participating in the day care program.

10. The Secretary shall proceed to recover return on loans of money, equipment,
facilities, or other goods when such items have been exchanged on a loan basis;
but the Secretary shall make no other provision for the partial or total
matching of funds or other goods by any state or local governmental body or
any public or private provider of day care.

11. The Secretary shall, through the key resource program, provide research and
technical assistance to state and local regulatory agencies regarding the
development and enforcement of day care and child development licensing and
standards.

12. Notwithstanding any state law or regulation to the contrary, the Secretary
shall have the authority to implement the purposes and provisions of this
legislation. State law and regulation that does not interfere with the purposes
and provisions of this legislation shall govern the operation and development
of all day care and child development services.

Rationale: State standards, regulations, licensing, and other controls, can
provide valuable assistance to a federal program. Substantial barriers at
the state level to the fulfillment of federal goals and purposes should yield
to the higher federal authority present in this situation, according to the
normal principles of federal-state relations. This issue and authority is
complex in nature and, as a matter of policy and administration, must be
meticulously specified and clarified in final legislative language.

Title III: Research, Development, Demonstration, and Evaluation in Child Development

1, There shall be established under the Secretary of Health, Education, and
Welfare an office to be known as the Office of Child Development (hereinafter
OCD)1 for the purpose of carrying out research, development, demonstration
and experimental projects, and evaluation in the areas of child care and child
development.

Rationale: This office shall carry out only research and demonstration; the
purpose of the effort is to answer questions prior to a comprehensive child
development program, not to institute such a program.

2. OCD through the provision of grants, loans, and other appropriate financing
mechanisms, shall fund special projects designed to expand knowledge concerning
the methods, administration, substance, and need for child development.
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3. OCD shall not fund any project that does not contain a substantial element of
research, or development, or demonstration, or experimentation, or evaluation.

4. Parent or community involvement in such projects is to be permitted and en-
couraged for the purposes of experimentation, research, and development but
shall not be required.

S. Children in families who are not poor or near poor and children in families
with non - working parents may be included by OCD for participation on a voluntary
basis when necessary to effectuate the purposes of this program, provided that
the parents of such children be required to pay all or a portion of the costs
of services so received.

6. The participation of parents or children in any such project must be on a
strictly voluntary basis without any interference with the parents' exercise of
discretion in the selection of day care for their children or in their right
to receive vouchers in preference to other payment mechanisms.

7. OCD shall have the authority to conduct research through the use of its own
staff or by grant or contract with any governmental or non-governmental agency
or organization.

8. OCD may receive, at the discretion of the Secretary of Labor, permission to
increase or decrease voucher amounts or the amounts of other payment mechanisms,
and to exempt certain providers from key resource development and other re-
gulations for the purposes of carrying out OCD projects; but in no event shall
such variance be sought under circumstances that may endanger the physical,
mental, or emotional well-being of a child or children involved.

9. Appropriate areas of research and other authorized activities for the projects
of OCD shall include, but shall not be limited to, at least the following:

alternative delivery systems for child development services that include,
but are not limited to, the day care setting;

benefit/cost analysis of alternative day care and child development
settings and arrangements;

substantive inquiries into the areas of social and cognitive effects upon
children from various day care and child development programs;

the appropriateness of day care and other child development settings for
the provision of health and nutritional services;

the accumulation and dissemination of existing knowledge regarding health,
nutritional, educational, and other problems of children;

the development of methods for the enforcement of quality assurance in
day care and child development services;

the effects of parental education on child development;

the alternative uses and values of parent participation in planning and
operating day care and child development programs;

methods of training and developing staff for day care and child develop-
ment programs;
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the ability and reliability of consumer versus professional choice in
matters related to day care and child development;

the development of descriptors or indicators of children's needs according
to their family characteristics;

methods of producing and disseminating information to parents regarding
child care, child development, family planning, and related subjects.

10. On or before June 30, 1974, OCD shall submit to the Secretary of Health, Educa-
tion, and Welfare; the Secretary of Labor; the President; and the Congress a
report that shall describe the results and findings of its research, develop-
ment, demonstration, experimental and evaluation efforts, and present recom-
mendations regarding federal policy and programs in day care and child develop-
ment specifically including findings and recommendations regarding:

the effectiveness of alternative delivery systems for day care and child
development;

the feasibility and advisability of extending day care and child develop-
ment vouchers to additional income groups and non-working parents;

the effectiveness of child development services provided in the day
care settings.

Title IV: Miscellaneous Provisions

1. For the fiscal year ending June 30, 1973, the appropriation for
legislation shall be such amount as may be necessary.

2. The appropriation for the fiscal year ending June 30, 1973, for
this legislation shall be $75 million, plus such amounts as may
to guarantee mortgages and loans up to a value of $50 million.

Title I of this

Title II of
be necessary

3. The appropriation for the fiscal year ending June 30, 1973, for Title III of
this legislation shall be $360 million.

4. For the fiscal year ending June 30, 1974, the appropriation for Title I of this
legislation shall be such amounts as may be necessary.

S. No new funds shall be appropriated for the fiscal year ending June 30, 1974,
for Title II of this legislation, but unused funds appropriated for this title
in the previous fiscal year may be expended.

6. The appropriation for the fiscal year ending June 30, 1974, for Title III of
this legislation shall be $360 million.

Rationale: To be consistent with a universal voucher system for the eligible
population, the appropriations for Title I must be open-ended. In the analysis
of the Day Care Policy Studies Group, an estimated $863 million per year would
be necessary to provide vouchers to the currently eligible population (we must
emphasize, however, that this estimate is based upon minimum voucher amounts
that we suggest only as reference points). The appropriation for Title II is,
in fact, a two-year appropriation designed to ensure a flexible key resource
development program. For example, the first year should not be limited to
planning if some construction might already be deemed advisable. The entire
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two-year amount reflects an estimation of the cost of providing needed key
resources to the entire population. The total amount is the sum of the
following specific estimates:
-- planning and technical assistance, $25 million;
- - facilities, $75 million (plus funds to guarantee loans and mortgages

up to $50 million);
training, $25 million;

- - equipment and start-up costs, $25 million.

The Title III appropriation approximates the current Head Start budget plus
the current research funds available to the existing Office of Child Develop-
ment; the two budgets have been combined only to give an estimate of the
possible budget for the research and demonstration program presented in this
proposal.

7. The child care and child development provisions of Title IV-A and IV-C of
the Social Security Act, as amended, are repealed to the extent they involve
families involved in working-training, employment, and related activity
programs.

8. The provisions of this legislation shall in no way interfere with current
Title IV programs for day care and child development for families not re-
quired to register or participate in work-training or employment or other
related activities.

9. The Head Start program, Economic Opportunities Act of 1954, as amended,
Section 222(a)(1) is repealed.

6.2 Recommended Modifications and Additions to the Child Care Provisions of
Major Pending Legislation

Social Security Amendments of 1971 (H.R.1)

As discussed earlier, there are a number of legislative options for the incorporation
of proposals into the eventual H.R.1 program. A bill incorporating our recommenda-
tions could be amended, in total, into H.R.1 in place of the current work-related
day care provisions contained therein. If the provisions of H.R.1 pass intact, the
recommendations of this report could be enacted at a later date, to replace such
provisions as enacted.

Again two important points need emphasis. First, the focus of our recommen-
dations is upon work-related day care. Consequently, the recommendations deal with
the day care provisions of the Opportunities for Families Program and treat the
provision of the Family Assistance Plan only to the extent that they affect work-
related programs. Second, our discussion attempts to treat only the essential
or key features of our proposals in contrast to the H.R.1 legislation. Complete
legislative proposals or amendments require additional drafting.

The comparison is presented in section-by-section analysis and comment. The
significance of the recommended modifications will be apparent in relation to the
more comprehensive guidelines already presented in this chapter.
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Work-Related Day Care
Components of H.R.1

1. Under H.R.1, the Secretary of
Labor is charged with the respon-
sibility of providing child care
services for individuals required
to register for work and training
under the OFF program. The care
contemplated is adequate protec-
tive and safe care, but not com-
prehensive developmental
services.

2. The Secretary is authorized to
arrange for and purchase day
care from any source with a
priority for the utilization of
facilities developed by the De-
partment of HEW. Where HEW faci-
lities are not available, the
Secretary may procure day care
from any public or private source.

3. The Secretary of Labor is pro-
hibited from using funds for the
construction of facilities. $50
million is specifically author-
ized to the Secretary of HEW
for the purpose of construction
of facilities.
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Discussion of Modifications

This provision conforms to the Policy
Studies Group (PSG) recommendation for the
lodging of the work-related child care
program in the Department of Labor. PSG
recommends this procedure whether or not
mandatory work requirements exist. Simi-
larly, the level and content of the re-
quired care conforms to the PSG proposals.
PSG would recommend that a specific agency
within the Department of Labor be designated
the responsibility for the provision of
basic child care and other related matters
which will be subsequently discussed.

Regarding these provisions, PSG would
make several recommended amendments.
First, a voucher system should be estab-
lished as the priority means for arranging
and purchasing child care. The use of
HEW facilities should not interfere with
the free choice of parents nor the free
operation of a developing competitive in-
dustry. In other words, federal facilities,
like any other private or public facilities,
if unwanted, should be phased out of
operation. These facilities certainly
should be made available to the Secretary
for his use and for use by the research
and development arm of the total child
care program. All public and private
agencies or other persons are appropriate
providers of day care services under H.R.1
and PSG guidelines.

While construction is a prohibited
activity for the Secretary of Labor,
presumably the remaining functions of key
resources development are available to
HIM. PSG recommends that the construction
authority and a more substantial bulk of
funds for the entire key resource develop-
ment program be lodged in the same office
charged with the responsibility for the
payment mechanisms for child care. The
key resource program should explicitly be
made a separate program with its functions
explicitly listed in the legislation
and with separate appropriations for its
operation.



Work-Related Day Care
Components of H.R.l

4. The Secretary has the authority
to operate the child care pro-
gram through community groups
appointed by appropriate local
officials. To the extent appro-
priate, the Secretary is to
provide school-aged child care
through local educational
agencies.

5. The Secretary is authorized to
devise and implement a sliding
fee scale. The Secretary is
further required to substitute
an income-disregard procedure
for reimbursement for child
care services to the working
welfare population.

6. At least 50% of the funds avail-
able to the Secretary are to be
expended according to a formula
based upon the number of mothers
registered in various states.
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Discussion of Modifications

PSG recommends that the function of these
community groups be limited to the
development of key resources. The attempt
to develop a competitive child care industry
through the primary vehicle of a voucher
system is incompatible with a council -

local authoritarian control over the
actual delivery of child care services.
PSG recommendations also suggest that
these provisions should be modified to
eliminate the preferences for officially
designated central groups and local edu-
cation agencies. These groups should be
allowed to apply competitively for desig-
nation as local, key-resource-development
community agencies.
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The development of sliding fee scales
conforms to PSG proposed program. The
use of income-disregard as an alternative
to direct voucher payments should be
eliminated, except in regard to experi-
mental programs. The income-disregard as
a means of payment has maximum and minimum
income limits; this makes it an inadequate
provision for certain family groups.
Similarly, the possibility of delays in
the reimbursement of income-disregard can
result in the unavailability or inadequacy
of day care under certain circumstances.

PSG recommends that once a voucher system
has been installed into this program, such
things as formulas of this nature will not
be required. A voucher system necessarily
distributes funds among states or regions
according to the number of parents in work
and training. The number of persons re-
gistered for work does not conform to the
number of persons in need of child care
due to their involvement'in work training
employment, and related activities. Ad-
ditionally, no limit is placed on the price
that the Secretary should or could pay for
child care services. The Secretary should
be given authority to pay up to $400 per
year per child for day care, except under
unusual circumstances where additional
payments are necessary to take into account
the special needs of certain population
groups, and for experimental purposes.



Work-Related Day Care
Components of H.R.1

7. The Secretary is authorized to
carry on a small program
research and development.

8. $700 million is appropriated for
the provision of all day care
services (under both the Oppor-
tunities for Families Program
and the Family Assistance Plan)
with an additional $50 million
allocated specifically for con-
struction.

Discussion of Modifications

PSG recommends that a small program for
the Secretary of Labor be continued, but
that the child care provisions of H.R.1
be amended in a manner including both the
Opportunities for Families Program and
the Family Assistance Plan to establish
in HEW an Office of Child Development.
This office will carry out a large-scale
research, development, demonstration,

experimentation, and evaluation program in
the areas of child care and child develop-
ment. This program would replace the
existing Head Start program with a broader
experimental approach to a wide variety
of operational means and methods for
providing child development on a national
scale.

PSG recommends that the legislation be
amended to authorize specifically that
three separate activities be funded in
their first two years of operation. The
amounts of such appropriations, the
rationale by which they were estimated,
and the specific estimated allocations
can be found at the end of section 6.1.

Recommended Modifications and Additions to Pending Comprehensive Child
Development Legislation

Legislation has recently been introduced in the Congress proposing national compre-
henvise child development programs. Many of these proposed bills are similar to
the comprehensive child development programs considered in the last session of
Congress. One bill eventually passed Congress but was vetoed by the President.
Title V of the Economic Opportunity Amendments of 1972 (S. 3193) recently introduced
by Senators Nelson and Mon dale contains a proposed comprehensive child development
program. Senator Javits has introduced a separate comprehensive child development
bill (S. 3228). All of these bills are very similar even to the extent of much
identical language, as are a number of bills in the House of Representatives.

The "comprehensive child development" legislation is substantially different
from our proposed approach to the operation of day care and child development
programs. As demonstrated below, the contemplated activities in the areas of
resource development and research and experimentation are more compatible. Because
of the substantial differences of approach in some areas, the strategy of suggesting
legislative modifications and amendments must be pursued prior to enactment, since
following enactment a program substantially at variance with our recommendations
would rapidly develop.
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The description below sets forth key provisions generally contained in compre -.

hensive child care bills and constrasts them to our guidelines, in the same manner
as used in an analysis of H.R.1. The same caution would likewise apply: we are not
attempting to present a technically complete legislative draft or analysis.

Components of Pending Compre-
hensive Child Development

Legislation

1. The comprehensive bills generally
place responsibility for all
aspects of child care and child
development in an Office of Child
Development in HEW.

2. The comprehensive approach
stresses the need of all chil-
dren for child care and devel-
opment services with prelimi-
nary emphasis and priority given to
certain racial and economic
groups, the economically dis-
advantaged children of working
parents, and preschool children.

3. Under these proposals, both
operational and resource
development would be carried
on by local child care council
under the auspices of a govern-
mental body, or combination of
governmental bodies, as prime
sponsors. These councils would
represent population groups of
25,000 (Davits) or 50,000
(Nelson-Mondale). These coun-
cils, through planning, devel-
opment, and operations, would
control all aspects of federal-
ly supported day care and child
development in a location. The
areas of activities of these
groups both in terms of content
and function are extremely com-
prehensive.
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Discussion of Modifications

This office should have authority only
for a substantial research and development
program prior to the enactment of a massive
child development program. PSG recommends
that work-related day care be transferred
to the responsibility of the Secretary of
Labor where the work-registrants will be
located, and that non-work-related day
care not be part of any presently enacted
program, but be left in the Department of
HEW and currently existing programs such
as Title IV-A.

In practice this approach may not differ
substantially from the emphasis PSG re-
commends. However, these provisions
should be amended to indicate that emphasis
and priority shall be given to the chil-
dren of working welfare parents and near-
welfare parents, with special emphasis
and funding available to special target
group populations having unusual needs.
Since PSG recommendations primarily relate
to basic day care, with child development
services to be developed through a research
and experimentation program, no emphasis
on preschool children should be included.

The provisions relating to these councils
should be amended to limit their function
to the development of key resources for
a day care industry in their location.
These councils, broadly representative of
the community, should be released from
necessarily being under the sponsorship
of a governmental agency and necessarily
being comprised of a large number of
public officials. The size of the repre-
sentative population should be amended to
100,000. Any authority to directly provide
day care child development services should
be deleted. The authority to provide
basic day care services should be granted
directly to the Secretary of Labor, who will
implement the services through a voucher
mechanism.



Components of Pending Compre-
hensive Child Development

Legislation

4. States are required to provide
central planning and coordina-
tion services and permitted to
act as prime sponsors in in-
stances where smaller govern-
mental units have not assumed
that role.

5. The first year of operation of
these programs would be limited
to $100 millionan planning and
set-up costs. A research and
demonstration component is built
into these programs for subse-
quent years.

6. Funding priorities are estab-
lished for certain minority
groups and funding among states
and prime sponsors would be
based on percentages of such
populations along with percen-
tages of the economically de-
prived, the number of working
mothers, and so on.

7. The comprehensive child develop-
ment legislation provides that
families receiving any amount
of welfare subsidies shall have
no charge for day care and child
development services, while
families exceeding the welfare
breakoff point shall pay for
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Any mandatory or preferential role for
states should be eliminated. States and
other units of government could be key-
resource developers in the event that,
in competition ,with other applicants,
designation of such governmental units
or the councils that they support, is
made by the Secretary.

These functions should be divided among
key-resources developers and an Office of
Child Development in HEW. Planning and
technical assistance would be carried
out through the Department of Labor and
key resource development councils. The
research and demonstration component
in OCD should be substantially increased
to replace the current Head Start Program
in operating a comprehensive program for
the development of experimental programs
designed to lead eventually to recommen-
dations for a national comprehensive child
development program. The operational
aspects of a basic day care system should
not be delayed during a one-year planning
phase.

PSG agrees with the recommendations as
to the need for or advisability of such
funding priorities, at the discretion of
the Secretary, in connection with the
program and projects of the recommended
OCD. In regard to the provision of basic
day care services, the proposed voucher
system, if incorporated into this legis-
lation, would necessarily distribute the
funding for work-related day care to the
appropriate parents. The key resource
development program contained in the
recommendations, if implemented through
this legislation, would take into account
these same priorities

PSG recommendations place these decisions
in the hands of the Secretary of Labor.
PSG recommends that a sliding fee scale
be established.
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Components of Pending Compre-
hensive Child Development

Legislation

services on a sliding fee scale
up to a maximum income of
$6,900.

8. The various alternatives of
this type of legislation pro-
vide $100 million for planning
in the first fiscal year of
operation, and $1.2 to $1.5
million for the provision of
services in the second year
of the operation of the
program.

4 .r
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PSG recommends that the legislation be
amended to authorize specifically that
three separate activities be funded in
their first two years of operation. The
amounts, rationale, and specific esti-
mates of such appropriations are presented
at the end of section 6.1.
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Note: Chapter One

Note 1 - Day Care: Solution to the Welfare Problem?

Gilbert Steiner states in relation to one social force, the welfare problem,
"...after a few years it will inevitably be discovered that work training and day
care have had little effect on the number of welfare dependents and no depressing
effect on public relief costs...the more realistic approach would be to ...reject
continued fantasizing about day care and welfare as miracle cures." (Steiner, 1971).
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Notes: Chapter 2

Note 1 - Status of the Day Care Industry

The primary sources of data for this chapter are two national surveys, Child Care
Arrangements of Working Mothers in the United States (Low and Spindler, 1968) and
Day Care Survey - 1970 (1971). The first reports a special census survey of working
mothers undertaken early in 1965. Questions were asked nationwide in sample house-

,

holds in which the mother had worked at least 27 weeks during 1964 and who had at
least one child under 14 years old living at home.

Day Care Survey - 1970 was the first national study of existing day care provisions.
This survey provided extensive information about day care centers and the arrangements
utilized by families with annual incomes under $8,000 and at least one child under 9.

Both of these studies also have limitations. The data presented in
Child Care Arrangements of Working Mothers in the United States is now seven years
old. The Day Care Survey - 1970 does not include data for family day care homes
comparable to that for centers nor information about arrangements utilized by families
with annual incomes above $8,000. Also, the sample size was small and inferences,
especially for subgroups of the populations, must be made with caution.

Note 2 - Day Care Expenditures and Their Sources

To obtain a general picture of the amount of money spent annually for child care,
estimates of the expenditures by working mothers were added to estimated federal
expenditures. Estimates of the amount of money spent by mothers was determined by
estimating expenditures of working mothers for care in 1965, $975,725,000 and in-
flating this by 20% to take account of the increased numbers of mothers working in
1970. The estimated 1970 total is $1,167,270,000.

Note 3 - Revenue from Day Care

Estimate based on .7% of $220 million, total annual revenues for proprietary centers
and 34.5% of total revenues $320 million for nonprofit centers, these figures are
$1,540,000 and $110,400,000 totaling $111,940,000 of the $229 million annual federal
expenditure.

Note 4 - Estimated Annual Per Child Costs of Child Care Services (preschool and
school age)

See Tables N4a and N4b on following pages.

Note 5 - Variations in Cost Estimates

Estimates of day care costs may reflect two biases. Some estimates may be weighted
in favor of the inclusion of all child developmental services on theory that these
are required for the adequate care of children, especially disadvantaged children.

1.1.9 N-3
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Lower estimates of day care costs may reflect political realities associated
with the massive costs of a federally supported day care program.

The reduction in estimates and the lower actual operating costs may also
reflect the following additional factors:

True cost reduction - The same service purchased at a lower price; for example,
salaries may be less than originally estimated.

Different levels of services - Different levels of services may be provided; for
example, staff-to-child ratios may be increased. This does not necessarily imply
reduced quality of service.

Services dropped - Some services, such as medical treatment, were eliminated from
earlier estimates and limited to screening and immunization. Also most compre-
hensive programs in operation do not provide all child development services, but
only some of the services.

Under-reported costs - It is suspected that operating programs may under-report
actual costs, such as the cost of donated space, space in the family day care
home, etc.

Note 6 - Cost of Replacing the Day Care Industry

The table was prepared to provide a general estimate of the magnitude of the cost of
replacing the current private day care industry with a public, perhaps federal
financed and operated program.

The capital cost requirements for facilities were estimated from new construction
costs (Hedrick and Talcott, 1970) for serving those children now served in private
homes. The value of existing day care centers is unknown but assumed to be $50,000
per facility. This is more than the new construction cost of $570 million for these
centers.

Equipment costs are estimated for family homes and children in private homes

at $40/child, the lowest value reported by the Day Care Survey-1970.

Payroll costs are estimated at $350 approximately the average salary for center
workers reported by the Day Care Survey-1970. Staff ratios of 1:10 are assumed.

Total costs are estimated from payroll costs assuming that personnel costs are
60% of total operating costs.
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Notes: Chapter Three
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Note 1 - Definitions

Population groups - in estimating the impacts of day care services, three population
groups are used:

1. Welfare Poor: This population group consists mainly of female-headed families
with incomes below $4,000 per year. In general, this population group is current
AFDC mothers.

2. Working Poor: This group consists mainly of families headed by males. These
families are, in general, not eligible for assistance under the AFDC program but
would be included under H.R.1. These families have incomes less than $4,000.

3. Near Poor: This population group refers to families (both single and two-parent)
that have incomes between $4,000 and $8,000. These families are not eligible
for either AFDC or, in general, under H.R.1.

(For precise definitions of the population groups see Final Report, II, V. 1, ch. 5.)

Note 2 - Description of Day Care and Child Development Services

This note presents information on the nature of child development services that can
be purchased at the cost levels used as a basis of analysis in chapter three. The
costs presented represent differences in input or services offered. They do not
necessarily represent differences in efficiency of operation or impacts upon the
children.

Estimates of day care costs are based on the kinds or levels of services included.
For the purpose of this report, four different cost levels have been summarized.
These represent the two extremes of services -- custodial care for $400 per year at
the one end of the continuum, and $2,000 for comprehensive child development services
at the other end. In between are two moderate programs. These estimates come from
several sources. The $400 estimated is the average cost found for centers offering
custodial services in a national survey of day care centers currently in operation.
The cost level of $800 corresponds to centers providing "educational" care and $1,300
for "comprehensive" care (Day Care Survey-1970). The Office of Child Development
estimates approximately $800 for custodial and $1,245 for comprehensive care. Although
there are some differences in costs between family day care and group settings, the
costs for the same services are similar. The following focuses on group care costs.

To a considerable extent, the cost of day care beyond that of basic care and super-
vision is related to the cost of child development services provided. For the $400
annual cost, the care is custodial -- offering food (one meal and snack), shelter,
and adult supervision. Such centers make no attempt to provide educational or other
services. The number of children per child-related staff member is high, 15:1; and
there are few certified teachers in such centers, 1 to 470 children. Staff salaries
are low.

N-9
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Centers operating at a cost of $800 per child per year may include some educational
activities in addition to the basic care and supervision. No other child development
services are included. The ratio of child-related staff to children is about the same
as the custodial program, 1:14; but the staff is more apt to be certified (one certified
teacher for every 39 children). Salaries for the child-related staff members are
higher -- about twice that for personnel in custodial centers.

Child development services such as social services, medical and dental examina-
tions and referrals, counseling for parents with serious problems, some resource
personnel, and an additional meal for the children, are included at the $1,200 level.
The ratio of children to child-related staff is lower, 1:6; and the number of children
per certified teacher is also smaller, some 35:1.

When care costs $2,000, more child development services at higher levels are
included and the staff-child ratios are smaller (for example, the care would include
a child-related staff member for every four children or less). Treatment, if not
available otherwise, is provided in addition to medical and dental examinations and
referral services. Work with parents includes parent education, family activities
and counseling. Both the numbers and kinds of staff members are increased. Trans-
portation is provided for the children.

The variations in services for family day care for the different cost levels are
similar to those for group care and the total costs are approximately the same.
However, there is no comparable information for the $400 level of care.

For school-aged children, total costs range from $300 to $650. These estimates
are based on 40 weeks of care for three hours a day and 12 weeks of full-day care.

The figures above are overall estimates and actual costs of such services vary
according to such factors as the total number of children served, the level of service,
and the location (region of the country and whether the day care is located in an
urban or a rural setting). Also, these costs may be reduced by the availability of
facilities, personnel, and services through other funding sources.

Note 3 - Assumptions and Qualifications of Employment-Response Estimates

An analysis of the potential impact of day care services requires certain
assumptions about the nature of existing services and the conditions under which they
are available. For example, if all or a substantial portion of the day care services
were made available only in day care centers as opposed to a variety of day care
settings, different utilization of the services would be expected, since parents show
a variety of preferences for day care settings. Similarly, different impacts would
be expected if day care were provided only as part of a mandatory work requirement pro-
gram for welfare or if the use of specific day care services, such as licensed services,
were mandatory.

The estimates of the expected impacts presented in this section assume that the
use of day care services is voluntary -- that it is not related to the mandatory use
of specific day care services -- and that the day care services provided will include
a diversity of services, including in-home care -- that maximum choice is provided
to parents.
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The above premises imply the following conditions for the actual operation of
any day care program. The first and most important condition is that the day care
provided would include all the varieties of day care that parents prefer and use.
It thus, must include care in the child's own home and a variety of care arrangements
outside the home, including care by relatives. The assumption is that to the greater
extent parents can find the day care arrangements they prefer, then to this greater
extent will they use the day care and thereby be allowed to seek employment. Con-
versely, to the extent that day care arrangements are limited to a few options or
specific types, then only those parents desiring those forms of day care will use
them and thus be free to seek employment.

The implication of this assumption for the estimated impacts presented in this
section is that the impacts should be viewed as maximum responses or maximum employ-
ment effects. If, for example, a day care program were implemented that only or
majorly emphasized the provision of day care services in centers, as opposed to the
includion of other arrangements such as the child's own home or the home of another
(including family day care homes), then the employment response will be significantly
less, perhaps by as much as 60% since only 27% of non-working mothers (incomes $0-
$8,000) indicate they prefer day care centers, while 45% prefer day care in their
own home (Day Care Survey-1970).

Further restrictions on the use of day care services, such as the mandatory
use of licensed day care facilities as opposed to the high current use of day care
in the child's own home or the home of a relative (neither or which are covered by
license laws) would have at least a similar or more drastic effect in reducing the
employment response to the day care program.

The introduction of a mandatory work requirement either for the welfare poor
or the non-welfare poor (if, for example, H.R.1 were enacted) would not significantly
increase in the employment responses presented in this section. There are a number
of reasons for this. First, the employment response is clearly related to the educa-
tional levels of the mothers and, presumably, to her job skills or employment potential.
A.mandatory work requirement would not, by itself, increase the educational levels of
those mothers not seeking work and, therefore, would not increase their likelihood
of employment.

Second, the employment-response model used in this analysis included in the
employment response all mothers who worked at anytime during the year (as opposed to
the percentage who may be employed at any given time during the year) and thus is a
high estimate of the employment response.

A possible effect of a mandatory work requirement may be an increase in full-time
employment. Our model predicts substantial changes from part-time to full-time employ-
ment as the result of day care services, but there is still some potential for more
mothers to accept full-time rather than part-time employment. This effect would not
increase the number of mothers working, but it would contribute to the reduction of
welfare payments to their families.

Mothers will be able to obtain employment and thus use day care only to the
extent that jobs are available. The estimates presented are based on a period of
relatively low unemployment (1967). Hence, the estimates may be high for periods of
high unemployment. In other words, high unemployment conditions will cause a re-
duction in the response rates reported.
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The reduction in welfare costs and welfare rolls will depend upon both the level
of welfare benefits and the wages women are able to earn. The welfare rolls and costs
are based on proposed H.R.1 benefit levels of $2,400 for a family of four plus in-
centive payments (30 plus 1/3). To the extent that benefit levels are higher, as they
are in most states, the reduction in welfare rolls and costs will be less. (The wages
of working mothers are based on actual wages earned in 1967, updated to 1969.)

Note 4 - The Estimation Model

The estimates of employment response presented in chapter three were developed from
several analytical approaches to the estimation problem. The approaches include the
use of survey results; economic estimation models (the wage-subsidy approach); and
a cross-classification model based on changes in employment behavior as the child
becomes school age and thus eligible for some "free day care services." The esti-
mates for the employment response to preschool day care services for the welfare
poor and working poor are based on this model. The estimates for the near poor are
based primarily on survey results and current employment patterns. A full presenta-
tion of the development of the estimates is presented in chapter five, volume one,
of Part II of this Final Report.

Two estimates of the employment response to preschool day care services were
developed. The full response estimates assume that all mothers who potentially would
seek or could take employment would be able to find and retain a suitable job. A
second estimate of the employment response was developed by reducing the full-employ-
ment response potential by 50%. This reduction is based on the realization that not
all mothers who could or would seek jobs if day care were available would be able to
find suitable employment.

The WIN program from May 1970 to April 1971 averaged 20% completions of all new
entrants (see Table 12, Appendix B, Material Related to H.R.1 -- Work and Training
Provisions Hearings on H.R.1, August 1971). In April 1971, 37% of WIN enrollees who
had completed training could not be placed because jobs were not available (Table 7).
Cumulatively, from June 1970 to April 1971, 43% of WIN completions have been placed in
jobs (Chart 7). Thus, the 50% employment rate is in accord with actual program
results.

The estimates presented in chapter three assume a 50% participation rate for the
near-poor population who are not eligible under H.R.1 for direct financial assistance
but could be eligible for a day care subsidy under a sliding fee schedule. This means
that of all mothers in this group eligible for a day care subsidy, only 50% will apply
for it. This is a realistic estimate. Even in direct financial assistance programs
such as AFDC, participation rates are not 100% and may be as low as 40%, depending
upon the benefit level. HEW estimates 50% participation rates for day care programs
not required under H.R.1 (Report on Preschool Educatic7, 1971, p. 5).

The model estimates for the welfare poor and working poor are based on all
families with income other than the mother's own wage of less than $3,500 in the
largest 97 SMSAs (Current Population Survey 1967).
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Note 5 - School-Age Employment Response of Mothers with School-Age Children

The 5% induced labor force participation rate for working poor mothers was estimated
through a wage-subsidy model by Auerbach. (see Final Report, II, V. 1, ch. 5, pp.
202-203). The estimate for the employment response for the welfare poor was obtained
by determining the ratio of the employment response of the two population groups from
our cross-classification, 50%-response model and applying it to the 5% response rate
for the working-poor population.

Note 6 - "Poverty": Definition

Because of grouped data it was impossible to determine individual family income.
The definition of poverty classifications (for a family of four) are based on
categories of income within given ranges:

Poverty: income $0 to $4,000 with average income $2,000 or less;

Near poverty: income $2,000 to $5,500 with average incomes $3,750 or less;

Non-poverty: incomes averaging above $3,750; including both assistance payments under
H.R.1 and earnings. A family may achieve non-poverty status due to the supplemental
assistance under H.R.1. Thus, not all families classified as achieving non-poverty
status will be earning enough to place them completely above welfare status (see Final
Report, II, V. 1, ch. 5).

Increased Family Income for*
Welfare Poor

Cost per year
of day care

Total day
care cost
(millions)

Increased
family income
(millions

Increased
family earnings
(millions)

$400 $203 $90 $128

$800 $406 $90 $128

$1200 $610 $90 $128

$2000 $1016 $90 $128

Increased Family Income for*
Working Poor

Cost per year
of day care

Total day
care cost
(millions)

Increased
family income
(millions)

Increased

family earnings
(millions)

$400 $160 $108 $149

$800 $321 $108 $149

$1200 $481 $108 $149

$2000 $802 $108 $149

* Table 43, Final Report, II, V. 1, ch. 5.
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Increased Family Income for
Near Poor

Cost per year
of day care

Total day
care costs
(millions)

Increased
family earnings*
(millions)

$400 $200 $1147

$800 $399 $1147

$1200 $599 $1147

* At $4,588 per year, which is equal to WIN graduate wage levels for 250,000 mothers.

§ 50% participation rate and sliding fee scale.

Note 7 - Reduction in Welfare Rolls

Because of grouped data, it is impossible for the cross-classification model to deter-
mine individual families that would leave welfare as the result of wages from employ-
ment. These estimates are derived from estimated earnings.

Working Mothers Among Welfare Poor*

Cost per
year of
day care

Total day
care cost
(millions)

Mothers working
Before After

Part-time Full-time Part-time Full-time

$400 $203 9% 48,000 39% 216,000 7% 40,000 46% 257,000

$800 $406 9% 48,000 39% 216,000 7% 40,000 46% 257,000

$1200 $610 9% 48,000 39% 216,000 7% 40,000 46% 257,000

$2000 $1016 9% 48,000 39% 216,000 7% 40,000 46% 257,000

*Table 41, Final Report, II, V. 1, ch. 5.

Working Mothers Among Working Poor*

cost per
year of
day care

Total day
care cost
(millions)

Mothers working
Before After

Part-time Full-time Part-time Full-time

$400 $160 8% 44,000 27% 141,000 11% 56,000 40% 187,000

$800 $321 8% 44,000 27% 141,000 11% 56,000 40% 187,000

$1200 $481 8% 44,000 27% 141,000 11% 56,000 40% 187,000

$2000 $802 8% 44,000 27% 141,000 11% 56,000 40% 187,000

*Table 41, Final Report, II, V. 1, ch. 5.

N-14

130



t

-56,1=31811211f1V9

Preschool Welfare Poor Families Leaving Welfare
Due to Preschool Day Care Services

Cost per child
per year of
day care

Total cost of
day care
(millions)

Families leaving welfare
Percent

Number eligible

$400 $203 12,500 2.5%

$800 $406 12,500 2.5%

$1200 $610 12,500 2.5%

$2000 $1016 12,500 2.5%

Working Poor Families Leaving Welfare
Due to Preschool Day Care Services

Cost per child
per year of
day care

Total cost of
day care
millions

Families leaving welfare

Number
Percent
eligible

$400 $160 40,000 8%

$800 $321 40,000 8%

$1200 $481 40,000 8%

$2000 $802 40,000 8%
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Note 8 - Total Costs of Day Care at $800 and $400 per Year

Day Care Program at $400 Voucher Level
(Preschool) and $300 (School-Age)

Preschool Cost for preschool day care

Near poor Total costs

(millions)

Welfare poor Working poor

Estimated Cost $203 160 200 $563

Minus current
expenditures 150

53 160 200 $413

Minus welfare
savings and
taxes 39 40 114

14 120 86 $220

School-age

Estimated Cost (All families) $300

Minus current

expenditures (For welfare poor families) 59

Net cost $241

Total cost (Preschool and School-age) $863

Current expenditures 209

New Expenditures 654

Welfare and tax savings - 183

Net cost $680

N-16
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Day Care Program at $800 Voucher Level
(Preschool) and $300 (School-Age)

Preschool Cost for preschool day care
(millions)

Welfare poor Working poor Near poor Total

Estimated cost $406 321 339

Minus current
expenditures 150

256 321 399

Minus taxes and
welfare savings 39 40 114

School-age

$1126

3-916

701 (net

"" cost)

Estimated cost (All families) $ 300

Minus current
expenditures (For welfare poor families)

$ 59

Net cost $ 241

Total cost (preschool and School Age) $1526

Current expenditures 209

New expenditures
1317

Welfare savings and taxes - 183

Net cost $1343

N-1711E5
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Notes: Chapter Four

Note 1 - Estimated Numbers of Preschool Children Served under Different Federal
Day Care Programs

An estimated 909,000 preschool children of working mothers (about one-fourth of the
total number of preschool children eligible for income maintenance support under
H.R.1) would need care under H.R.1. (See chapter three for the detailed explanation of
how this estimate was derived.)

Given allocations, about one-third of these 909,000 or 292,000 would be
served under H.R. 1 as it passed the House. This estimate is based on the
assumption that one-third of the slots to be provided would be for preschool
children, as stated by Secretary Richardson (September 22, 1971), at a cost
of $1,200 per year.

Although an estimated 830,000 children would receive child development
services under the Nelson-Mondale bill (at a cost of $1,200), only 8% (72,720)
of the 909,000 disadvantaged children of working mothers would be included.
The Nelson-Mondale bill as introduced would, in total, serve 19% (675,000)
of the total number of children under H.R.1 (of both working and non-working
mothers). In addition to these children, 83,000 children from families with
incomes above the $4,320 level would be served. This estimate of the total
number of preschool children served is based on a total allocation of $1.5
billion, of which $.5 billion is restricted to Head Start programs; second,
$1 billion is to be evenly divided between preschool and school-age children.
This provides a total of $1 billion for preschool children. Based on the
cost of $1,200 per child for child development services, $1 billion will
serve 830,000 preschool children.

Thus, if the intent of federal support of day care services is to pro-
vide care for working mothers from poor families, this can best be accomplished
through limitation of the services to children of mothers who would be working,
as provided for by the example program described in this report.

If, however, the intent of federal support is to provide child develop-
ment services to poor preschool children as specified in the Nelson-Mondale
bill, then only one out of five poor children would receive services at the
present budget levels. At the same time, this bill would provide services
to approximately 83,000 children above the poverty level. If child develop-
ment services were included for the children of working mothers, then about
one-fourth of the children of working mothers would be served. None of the
programs shown in Table 9 would provide child development services for all
poor children.
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Note 2 - Child Development: Estimates of Cost

As cited earlier, we find William L. Pierce's observations in a paper entitled,
"Cost and Quality in Early Childhood Programs" of interest. He states:

"Somehow, the estimates of cost for early childhood programs
have become politicized so that the estimates of Steiner,
Keyserling, (3) Reid (4) and others, which cluster around the
$2,20.1 level for full day, full year programs for preschoolers,
are dismissed in favor of lower estimates that match political,
not practical, reality. The people and organizations whose
estimates cluster around $1,600 have, to date, been less pre-
cise in describing their bases for computation than have the
$2,200 people."

(3) Mary Dublin Keyserling quoted a $2,200 figure in her testi-
mony before the Senate Finance Committee. See p. 1409, Hearings,
Family Assistance Act of 1970. Mrs. Keyserling is the former
director of the Women's Bureau and is presently conducting a
study of day care for the National Council of Jewish Women.

(4) Joseph H. Reid, executive director of the Child Welfare
League, told the Senate Finance Committee in the 1970 hearings
(p. 1540) that the cost of group day care was about $2,234."

Pierce's statement is all the more interesting since current estimates of
child care with a child development component associated with H.R. 1 and the
Nelson-Mondale bill are based upon a $1,200 per year per child cost estimate,
(cost as reported in Child Care: Data and Materials, 1971).

The costs estimates presented here of approximately $2,200 do not buy
the same services that the experimental program do for about the same cost.
The programs discussed above provide more medical and dental care, and other
non-educational services, while the experimental programs tend to spend most
of the money on education services.

Note 3 - Child Development: State of the Art

Dr. Edward Ziegler cited and quoted in Report on Preschool Education, (July 28,
1971, p. 2):

Knowledge Base Needed for Day Care In earlier testimony, Ziegler
said he thought the massive Head Start program which his office
now administers had been launched without building sufficient
knowledge base and without enough early experimental demonstration.
Faced now with the prospect of a "quantum leap" in day care,
Ziegler said one of OCD's main concerns has been to avoid that
pitfall again if at all possible. A study comparing the effect-
iveness of four different kinds of day care programs -- center
programs for large groups of children, group home care involving
about 12 children and two adults, family home care involving one
adult and about five children, and at-home care provided in the
child's home by a caretaker -- is one of the demonstration pro-
jects which Zigler said OCD already has underway.

N-20
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"Given passage of the new welfare bill, H.R. 1, the base we are
now developing in day care with this money will have to support
a $400 million program. I really do not believe it is wise for
a nation to push ahead spending $400 million in day care with-
out spending two or three years before that trying to find out
what works, what are more economical ways of doing it, and what
ways we can do it to optimize the development of children,"
Ziegler explained.

Dr. Edward Ziegler cited and quoted in Report on Education, (July 21, 1971, p. 6)
commenting on a proposed "Home Start Program": The benefits of this kind of a
program is, of course, that the efforts of a developmental home life are far
more long lasting and continuous than we could ever expect from a few hours a
week in developmental centers alone."

Dr. Edward Ziegler cited and quoted in Report on Education, (March 24, 1971, p. 4):

"There is a valid theoretical basis to the idea that most
'cognitive and social development of the child' take place
in the family, he said. OCD would try to capitalize on this
by 'supplementing family life' without, he hoped, coming to
'supplant' it. He outlined two approaches to the effort.
First, parent training in high school. Every adolescent,
said Ziegler, should have a course in how to be a parent.
Second, the bulk of the effort would be to begin "Home
Start." Experimental programs have demonstrated the effec-
tiveness of helping the parent, a field where 'precious
little' work has been done."

Note 4 - Child Development: The Syndrome

An interesting analysis of one aspect of the mutually reinforcing nature of child
development opportunities and poverty is the following argument:

A child born into a poor family has less opportunity to receive
child development services than does his more affluent counter-
part for two reasons. First, because of the factors that are
related to his family's being poor such as low educational
levels of the parents, low earning power, and low-skilled
occupations or being born or raised in a female-headed house-
hold. Second, the presence of the additional child himself
places extra strain on the already low purchasing power or
resources of the family. Hence, the additional financial
needs associated with the birth of the chi :'d may be the event
that places the family in poverty.

Given the relatively low earning power of many families, in-
creasing family size is the single most significant factor
that places the family in poverty. While the mother or father's
earning power may be sufficient to support one or two children
above the poverty line or beyond the welfare levels, it is
extremely unlikely that families can support family sizes above
these levels.

1 '36
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Notes: Chapter Six

Note 1 - Administrative Authority

Policy decisions will have to be made regarding the placement within the federal
governmental structure of administrative authority for the various components of
the suggested program. Competing arguments exist in the case of the three program
areas -- providing purchasing power, development of key resources, and research and
demonstration. On a balance of the considerations involved, we tentatively suggest
placement of each component in the following manner.

1. Administration of the Voucher Program

The primary responsibility for the provision of vouchers for work-related day care
services seems logically to fall to the federal agency that would have responsi-
bility for other work-related programs and services under current and proposed
legislation. If this situation should change, the logic of this placement might
likewise change.

2. Administration of the Key Resource Program (Department of Labor)

The reason for housing this program in the Department of Labor is the assumed
efficiency and effectiveness of the development of key resources through the same
central administration as that responsible for the provision of services, or to
one that is closely related. Other considerations suggest placing this program in
other offices, such as the Department of Health, Education, and Welfare. Principal
among reasons for placement in HEW would be that department's substantial past and
current activity and responsibility in the area.

3. Administration of the Child Development Research and Demonstration Program
(Department of Health, Education, and Welfare)

Past HEW experience and current capabilities and activities in the field suggest
the wisdom of placing this new office with that department. Overall coordination and
cooperation in the whole child care program suggests placement of a research with
the Department of Labor, if other parts of the program reside there, and if one
portion of the program would not exercise undue influence over another.
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