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Pros

  The CCDF childcare subsidies increase 
employment among low-income parents.

  The subsidies encourage parents to invest in 
their own potential by engaging in educational 
and job-training activities.

  To the extent that childcare subsidies encourage 
human capital investment, they may lead to 
long-term economic self-sufficiency.

  Childcare subsidies coupled with an 
employment requirement facilitate the move 
from welfare to work among low-income 
parents.

ElEVaTOr PiTCH
Most public expenditure on childcare in the US  
is made through a federal program, the Child Care 
and Development Fund (CCDF), established as  
part of landmark welfare reform legislation in 
1996. The main goal of the reform was to increase 
employment and reduce welfare dependence among 
low-income families. Childcare subsidies have been 
effective in enabling parents to work, but apparently 
at some cost to the well-being of parents and children.

aUTHOr’S Main MESSaGE
Designing a childcare subsidy policy that promotes parental employment and improves the quality of childcare 
at the same time is difficult, if not impossible. Given the conflict between the two goals, childcare policy should 
be more about children and less about parental employment, as high-quality childcare has significant private and 
societal benefits. The employment goal could be achieved through more direct policy instruments.

Cons

  The way the CCDF is designed to operate may 
discourage low-income parents from looking 
for, and providers from offering, high-quality 
care.

  Signature features of the current childcare 
policy (the work requirement and the relative 
freedom of parents to choose carers) appear 
to have adverse effects on the well-being of 
children.
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kEY FindinGS

Note: Refers to earnings of an “average worker”, see [1], pp. 186−187.

Source: Based on [2], Chart PF3.4.A.
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Childcare fees for a two-year-old, 2008
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