
Safe, effective child care is key to parents’ participation 
in the workforce and children’s school readiness. Good 
child care is not only hard to find; it is beyond the reach 
of most low-income parents, who comprise the largest 
share of the state’s workforce. In the five county South-
eastern Pennsylvania region, these working parents 
spend up to a quarter of their earnings on child care.1  
 
To help these families close the gap between low wages 
and expenses, Pennsylvania provides child care subsidy 
to eligible families. Subsidy is available to working 
families whose incomes are below 200 percent of the 
federal poverty level ($44,700 for a family of four) when 
they apply, as well as to families participating in work, 
education and/or training in the state welfare program 
(TANF). Families can continue to receive subsidy until 
they reach 235 percent of poverty. The subsidy is paid 
directly to the child care provider and families make a 
weekly co-payment that varies depending on their in-
come.2    
 
Providing a high return on investment for parents and 
their children, child care subsidy is an indispensible tool 
for moving families into the middle class. Reducing the 
number of families who qualify for subsidy poses a di-
rect threat to Pennsylvania’s economic recovery and 
long-term competitiveness.  

 The Need 
 
Families’ need for child care subsidy continually ex-
ceeds the availability of this valuable support.  Before 
the recession began 39 percent of Pennsylvania’s chil-
dren age birth to five were low-income, yet only 9.5 per-
cent – one in four – received child care subsidy.  Other 
qualified children languished on waiting lists, and con-
tinue to do so today. Although the size of the waiting list 
varies considerably across Pennsylvania, children waited 
an average of 4.7 months before receiving subsidy. 
Southeastern Pennsylvania families fared considerably 
worse, waiting an average of 12 months before receiving 
subsidy.3 

 
In Pennsylvania the need for child care subsidy has 
grown as the share of low-wage jobs has increased dra-
matically over the past two generations. As the state has 
lost well-paying manufacturing jobs, these have been 
replaced with employment in the retail and service sec-
tors that pay much lower wages. For example, average 
retail wages pay only 46 percent of Pennsylvania’s me-
dian wage. Average salaries in the service sector pay 37 
percent of the median wage.4  Southeastern Pennsyl-
vania residents, especially those in the four suburban 
counties, have the highest cost of living in Pennsylvania.  

 

Pennsylvania’s child care subsidy program…  
 

• Is an investment with proven returns for our economy and families. 
 

• Must be supported at a level that meets the true needs of Pennsylvania’s working families. 
 

• Should be protected during an uncertain economic recovery. 
 

• Can be maintained using the state’s available surplus and raising new revenue -- if we 
have the political will.  
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Using Dela-
ware County 
as an exam-
ple, the 
graph above 
compares 
annual mini-
mum, ser-
vice and re-
tail wages 
with the cost 
of living. 
The graph 

shows that retail and service jobs pay little more than a 
third of what it costs to meet basic expenses for a family 
of four in Delaware County.5  This example highlights 
home health aides and retail salespeople because these 
are two occupations projected to experience the highest 
growth in Southeastern Pennsylvania and statewide. 
(Others are shown on the left.)  Now and in the foresee-
able future a high proportion of parents who receive 
child care subsidy are likely to be employed in retail and 
service occupations, earning far less than the federal 
definition of low-income or self-sufficiency wages.6   
Parents in these occupations require additional supports 
to move into the middle class. 

 

The Impact of Child Care Subsidy 
 
Pennsylvania’s child care subsidy is designed to help 
families narrow the gap between low wages and basic 
expenses by assisting them with child care costs. This 
has immediate benefits for children, increasing the like-
lihood that they participate in licensed, high quality 
early learning experiences that prepare them for the ele-
mentary grades.   
 
As a result of information provided to subsidy recipi-
ents, 52 percent choose to enroll their children in child 
care programs participating in Keystone STARS, Penn-
sylvania’s child care quality improvement program. 
Nearly every pre-school child who has participated in  
 

 
 
Keystone STAR 3 and 4 programs over the past two 
years has shown age-appropriate or emerging age-
appropriate language, math and social skills.8  
 
The subsidy program also has a significant impact on 
Pennsylvania’s economy. Every dollar invested in child 
care causes $2.17 to circulate through the state’s econ-
omy in the short-term as a result of increased employ-
ment, greater productivity and more spending. Compar-
ing this multiplier across all 50 states, Cornell Univer-
sity economists have determined that it is highest in 
Pennsylvania and other states that have a commitment to 
high quality child care. They have also found the multi-
plier for child care is higher than it is for agriculture, 
manufacturing or services.9 

Occupation7 
Annual 
Wages 
(2010) 

Registered Nurse $70,706 

Food Preparation and Service $22,419 

Home Health Aide $23,623 

Customer Service Representative $36,394 

Personal and Home Health Aide $25,806 

Retail Salesperson $26,969 

Nurses’ Aide $26,948 

Medical Assistant $31,232 

Waiters and Waitresses $20,747 



Research on subsidy recipients in Philadelphia shows 
that the program enables parents to retain jobs longer and 
earn higher salaries than those without it.10  Statewide, 
most families – 57.4 percent – use subsidy for two years 
or less, which enables them to establish greater financial 
stability and progress toward self-sufficiency.  
 
Child care subsidy has long-term economic benefits as 
well.  In addition to increasing the likelihood that parents 
will enroll their children in Keystone STARS, subsidy 
enables parents who work full-time to enroll their chil-
dren in early learning programs that are only open during  

the traditional school day, including Pre-K Counts and 
Head Start. Every dollar invested in programs such as 
these saves the public on future special education, grade 
retention, juvenile justice and welfare costs. Graduates 
perform better in school, require less special education 
and remediation, and have higher graduation and em-
ployment rates than their peers. Nobel laureate James 
Heckman and other prominent economists conclude that 
high quality early learning programs have a 16 percent 
return on investment, much higher than most conven-
tional investments.11   

 

Today Pennsylvania’s support for child care subsidy is at 
its lowest point since 2006-2007.  Although the recession 
officially ended in 2009, job growth is still lagging: 18 
percent fewer Pennsylvanians had jobs in July, 2011 than 
at the start of the recession.  Both the duration of unem-

ployment and the length of time families use subsidy 
have lengthened since the recession began, as parents 
struggle to cobble together family-sustaining wages.15  
Aside from construction, unemployment is highest in the 
sales and service sectors.16  

The Recession  
 
The recent recession increased demand for child care 
subsidy in Pennsylvania. While growing unemployment 
disqualified some parents from receiving subsidy, under-
employment nearly doubled, resulting in lower family 
incomes and an unprecedented number applying for sub-
sidy, many for the first time.12   
 
Federal economic stimulus funds helped Pennsylvania 
meet this increased demand. The American Recovery and 
Reinvestment Act (ARRA) met the needs of 7,150 

  children over the course of 19 months beginning in 
April, 2009, ensuring that Pennsylvania was able to con-
tinue providing support to almost one in four young 
children who needed it.13   

 
However, state support for child care subsidy decreased 
by $42.5 million during the same period, reducing Penn-
sylvania’s capacity to meet the needs of working parents 
once ARRA funds expire in September, 2011.  The 
graph below shows the role of ARRA funds and simul-
taneous erosion of baseline child care funding from the 
state.14   



When working parents cannot afford child care, they  re-
sort to one or more unsuitable options. Some delay re-
turning to the workforce, slowing their families’ progress 
toward financial independence. Others enroll their chil-
dren in less expensive, unlicensed and often poor quality 
care. At best children miss out on developing school 
readiness skills; at worst this threatens their safety and 
well-being. Still other parents are forced to rely on a 

patchwork of child care arrangements that may include 
care from an older sibling or other relative, a neighbor 
and child care on different days of the week. These often
- patchwork arrangements not only deprive young chil-
dren of the stability and secure attachments they require, 
but also compromise employee reliability and workforce 
stability when precarious child care arrangements fall 
through.   

Now is the Time to Protect Access to  
Child Care Subsidy 
 
Pennsylvania is one of many states that chose to balance 
its 2011-2012 budget with spending cuts. Cutting ser-
vices slows economic recovery by increasing unemploy-
ment in the public, private and non-profit sectors.17  New 
research from the Center for American Progress reveals 
that state spending cuts from December 2007 through 
2010 were associated with higher unemployment, greater 
losses in private employment and slower economic 

growth than states that increased spending during the 
same period.18  From 2007-2010 Pennsylvania increased 
general fund spending minimally.  However, in 2011-
2012 the state reversed course, cutting overall spending 
by 3.4 percent and jeopardizing Pennsylvania’s already-
fragile recovery.19  Child care subsidy, with its proven 
short- and long-term economic benefits, sustained a dis-
proportionately large cut of 11.5 percent.  Further efforts 
to restrict working families’ eligibility will be detrimen-
tal to Pennsylvania’s economy and its children. Now is 
the time to protect access to child care subsidy.  

Recommendations 
 
Instead of allowing support for Pennsylvania’s child care 
subsidy program to continue to erode, Public Citizens for 
Children and Youth (PCCY) urges elected officials to 
invest in children, families and the state’s economy. They 
should: 
 
• Increase the share of eligible children from working 

families who receive subsidy. 
 
• Ensure that no eligible family waits more than three 

months before receiving subsidy. 
 
• Preserve existing income eligibility thresholds for 

child care subsidy. 
 
• Increase service dollars by creating administrative 

efficiencies. 
 

Re-certify income eligibility on an annual, rather 
than semi-annual basis, while Pennsylvania’s eco-
nomic recovery remains fragile. 

Phase in income eligibility thresholds over the 
long-term that are tied to the local cost of living, 
to reflect widespread economic disparities among 
counties and target service dollars more effec-
tively. 

 
• Maximize Pennsylvania’s return on investment in 

early learning by ensuring that subsidy families con-
tinue to receive information about quality child care 
options. 

 
• Instead of relying on a cuts-only approach to balanc-

ing Pennsylvania’s budget, use available surplus 
funds and raise new revenue to avoid jeopardizing 
child care subsidy and other services that help fami-
lies move into the middle class and increase the 
state’s competitiveness. 

 
As Pennsylvania’s oldest child advocacy organization, 
PCCY has learned from more than 30 years’ experience 
that targeted economic supports – including Pennsyl-
vania’s child care subsidy program -- are in the best in-
terests of the state’s children, families, and the economy 



Where We Are Now Where We Need to Be 

One in four children from qualified 
working families receives child care  

subsidy 

Half of all children from qualified  
working families should receive  

child care subsidy 

Families wait an average of 12 months 
in Southeastern Pennsylvania 

Families should wait no more  
than three months 

Working families can qualify for subsidy 
if they earn up to 200 percent of the fed-

eral poverty level when they apply 

Eligibility should be tied to the  
local cost of living 

Elected officials balance the budget  
using cuts alone 

Elected officials should balance the  
budget using a combination of cuts,  

revenue increases and by closing  
tax loopholes 
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