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CHILD CARE

Child care ig critical to the success of welfare reform. It is
eggential to provide child care suppoert for parents receiving
assistance who will be required to particpate in education,
training, and employment. In addition, child care support for
the working poor is also egsential to "making work pay’ and to
enable parents to remain in the workforce. Our goal is to
increase child care funding so that families have the access to
the child care that they need, teo simplify the administration of
Federal child care programs, and to assure that c¢hildren are
cared for in healthy and safe environments,

The Federal Government currently subsidizes child care for low-
income families through a number of different programs, The
programs have different eligibility rules and regulations,
crgating an extremely complicated system that is hard for both
providers and recipients to navigate. The major existing
programs include an entitlement to child care for AFDC recipients
{title IV-A); transitional child care {TCC) {alsc an entitlement)
for up to a year for people who have left welfare for work; a
capped entitlement ($3060 million} for those the state determines
to be at-risk of AFPDC receipt {(At-Risk}; and the Child Care and
Development Block Grant {(CCDBG)Y. There is also a disregard for
child care costs available to working AFDC recipients. While
these multiple programs provide valuable support for child care,
lagislative changes ave nesded to strengthen the welfare reform
plan.

We are at this time making c¢hanges only in the IV-A programs,
which will remain as separate authorities. Any changes in the
CCDBG will be made during its reauwthorization in 1995,

1. Expansion of funds to the working poor.

Change the At-Risk Child Care Program, Section 402{(i} to a
capped entitlement with no state match reguized. <Change the o
amount specified for the program (to be decided)-w /ﬁ§1

Section 403(n)(2}{B). ; afk, 7

This program is currently a capped entitlement ($300 million}
with the same natch rate as that for all Iv~a child care.

2. Program simplification/consistency issues.

a. The states will be given the option to have one lead
agency for child care funded under the IV-A programs and the
CCDBG. They will retain the flexibility t¢ have more than
one agency involved. Accountability to the Federal Govern-
ment will flow through the IV-A agency.



b. There will be cone State plan for the IV-A and CCDBG
programs. The reguirements for coordination, public
involvement, and consultation in relationship to developmant
of the plan will follow the CCDBG statute,

¢. In all programs, the CCDBG_language will be incorxporated
for
--unlimited parental access
-~parental complaints bJ‘,,g%‘”
—--consumer education i 7
--compliance with state and logal regulatory reguire ,pf&ﬁ%:
ments
--ggtablishment of health and safety reqguirements C¥74¢~&??
~-compliance with state and local health and safety
requirements
~--reduction in standards

Added to the health and safety standards section are:

~~3 regquirement that the state must have requirements
that all children funded under these aunthorities are i
immunized at levels specified by PHE., States gdv
will be given the flexibility to exclude particular
immunizations if they submit an acceptable justifica-
tion to the Secretary.

-~3 reguirement that the state must have a requirement
to assure that no child has access to toxice and
illegal substances or weapons in the child care
setting.

d. A requirement that the state will have to establish and
periodically revise, by rule, a siiding fee scale that
provides cost sharing by the families that receive Federal
assistance for ¢hiléd care services. The fee scale will be
the same for all programs {same used for CCDBG),

. There will be one reguirement for state reporting to
cover all programs, with core data elements to be defined by
the Secretary.

Continuity of care.

The states will be given the option under the IV-A programs
to extend hours and weeks of care when reasonable to assure
continuity of care for children and reguired participation
of their parents in JOBS, WORK, and epployment.

Information to parents.
State must provide child care information to parents (use

CCOBG language, adding *{including options for care and
payment}.”



5.

6.

Supply and quality Issues.

a. Create a 5% get aside in the at-yisk program for guality
improvements using language in CCDBG Section 6586 as yij

allowable activities. EF&“

b. Create a %% set aside in the at-risk program to increase f” .
the availability of child care appropriate for infants and da W
toddlers in low-income communities. s

¢. Establigh explicitly that licensing and monitoring of ;5 2
Iv-a funded child care providers is an allowable administra-~
tive cost, limited by a formula established by the Secre-

tary. '

d. Create a 1/2% set aside in the at-risk program fox
training, technical assistance, and projects of national
significance.

Payment.

a. Prohibit states from lowering below their statewide
limit or payment rates from levels established in their 1994
plan unless a market rate survey indicates that the cost of
care agoes down., Without allowing a lowering of the 1394
rates, allow future rates to be set by geographic areas in
the state that aye related to child care cost variations in
such aveas.

bB. Retain the disregard, but mandate that states must

provide working AFDC recipients with the same level and f;?
forms ©f child care assistance as families in JOBS, TCC, and
At-Risk Child Care.
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¢hild care iz critical to the success of welfare reform. It is
essential to provide child care support for parents receiving
assistance who will be required to participate in education,
training and employment, Child care support fur the working poor
is also critical to "making work pay" and to enable parents to
remain in the workforce.

The child care plan under welfare reform seeks to:

o Increase funding so that low~income families have access
to the care they need,

o Ensure children safe and healthy environments that
promote c¢hild development.

o Create a more seamless ¢hild care system.
This paper includes three sections: options for the overall

structure of child care assistance, bulilding the supply and
quality of child care, other related issues.

I. options for the oyverall

Option A~ Build on current structure of child care programs

o Continue the individual entitlement (AFDC child care and
TCCY |

o Significantly expand the At«Risk capped entitlement over a
pericd of years, phasing in by income up to 130 percent of
poverty.

o Maintaln and graduoally expand the Child Care and Development
Block Grant. States will have considerable flexibility in the use
of CCDBG dollars for quality and supply building. CCDBRG dollars
would not be used for welfare reciplents (with the possible
exception of contracted care).

o Efforts would be made to ensurs greater consistency across
programs



Option B~ Consolidate c¢hild ¢are programs

In this option, the overall approach would be to consolidate
child care assistance into two funding streams: one for those
parents receiving public assistance and one for those who have
completed transitional assistance and/or who are at risk for
receiving public assistance, Thers are at least two variations to
such an approach which differ only on how c¢hild care is treated
for those parents in the WORK program.

Variatiaon 1

o Establish a "JOBS" child care program which continues the
Iv-A child care guarantee for people in the transitional
assistance program and for people who enter the WORK
progran,

o Creste 8 “"WORKING FAMILY® child care program which continues
the guarantee for up to 12 months of child care assistance
when people leave AFDC for private sector jobs (now TCC) and
creates a capped entitlement for the low-income working
families {consclidating and expanding At-Risk and CCDBG).

Variation 2

o Establish a “JOBS" c¢hild care prograwm which continues
the IVA guarantee for people in the transitional
assistance program,

o Create a8 "WORKING FAMILYY child care program which
- Creates a new child care guarantee for WORK participants
« Continues the guarantee for up to 12 months of
child care assistance for people who leave AFDC
for public sector jobs (now TCC)
- Creates a capped entitlement for low-income
working familieg {consolidating and ewpanding
AT-Risk and CCDBG)

Discussion: Currently there are four child care funding
gtreams: IV-A ¢hild care, TC¢C, At~-Risk and CCDBG. Child care
under the IV~A program is guaranteed to welfare recipients who
are employed or who participate in State-approved education or
trainimng activities. Transitional Child Care (TCC) is guaranteed
for a period of up to 12 months after leaving AFDC,. Child care
for the working poor is funded through the At~Risk Progran

{capped entitlement) and the Child Care and Development Block
Grant. :



To date the overall approach to child care under welfare
reform has been to build on the current programs while attempting
te provide more consistency and coordination. An alternative
approach would attempt to consolidate programs and create a more
simplified system that distinguishes between child care for those
in transitional assistance and child care for working families,
while maintaining consistency in administration and guality.

Given the anticipated demand on the child care system, and
the critical need teo improve the quality of gare for at-risk
children, the following issues have been raised in consultations
with outside groups and during the last discussion of child care
and welfare reform. Issues are presented as gquestions, followed
by a recommendation and/or options and a brief discussion.

an : Make the requirements for health and safety
standards consistent across all programs, using the CCDBG
language.

Added option: Add some basic standards such as: 1- That all
children in child care settings {or those settings serving more
than 2 children) be immunized according to CDC standards. 2~ That
firearms, abusive substances and poisons be inaccessible to
¢hildren, and 3~ that the State conduct criminal record checks on |4
all subsidized c¢hild care providers. .

Piscussion: Currently providers receiving CCDBG funds must
meet standards set by the state for control of infectious
diseases {including immunizations), building and physical premise
safety and training. Most States use the same standards for CCDBG
and IV-A - with the exception of exempt care. While this language
reguires States to impose limited health and safety standavrds on
legally exempt providers under CCDBG, similar provisions are
allowed but not required of exewpt providers paid for under
TitleI¥-A. Thisg yecommendation would address both the
consistency of regulations and the basic quality protection for
all children.

we could also add some basic health and safety standards
either in the statute. Putting some items into the statute would
make a statement regarding the quality of care and would
highlight other Administration priorities. Immunizing very young
c¢hildren, tfor example, is a public health priority; in addition
such a provision is included in the Republican plan. Assuring
that firearms, abusive substances and poisons are inaccessible to

3



children is also consistent with other high priorities. Finally,
an unpublished IG report indicates that criminal record checks
are uncovering significant concerns with the backgrounds of some
providers,

The approach used to direct additional funds to building
supply and improving guality depends on the overall structure of
the child care programs. Several options are provided below.

¢ Allow states to use the Child Care and Development
Block Grant to increase gquality and supply for
the entire child care systen.

© Reauthorize the Child Care Improvement Grants at $50
million for first vear and growing to $75 million by
the yeay 1999,

o Create a set aside for guality and supply building in
the capped At-Risk program {(consistent with levels allowed
in CCDBG).

o Allow States federal match for administrative
costs including for licensing, monitoring, staff
training, and recruitment.

o Set aside a portion of funds or a set amount for

57??

projects of national significance that would help LACER,

stimulate new approaches to quality and supply
huilding.

Discussion: The general recommendation at our last meeting
was to allow much greater flexibility in CCOBG for guality and
supply building. Consultatlons with outside groups ralsed several
concerns with such an approasch. Concerns were raised that we

would be reducing funds for working poor and that the Block grant

would eventually be eliminated if it did not provide a
significant amount of direct services to children. There was
consistent requests to re-establish the Child Care Improvement
Funds we lost in 1992, develop a set aside in the at-Risk pool
that would nirror CCDBG and allow states to receive FFP for
administrative cost,

In a more congolidated system, a set aside could be
established for guality and supply building activities. Such
funds could address the quality and supply priorities established
in CCDBG, would be administered by the state, and conld address
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the quality issues for the entire child care system. In
addition, a one percent set aside ¢ould be established for
projects of national significance to be administered from the
federal level (At current level of funding for all 4 child care
programs, one percent would come to $17-20 million).

3. Should we require consunmer education?

R mendation: Yes, all appllcanﬁs for federal child care e
assistance ﬁhould receive appropriate counseling and information
regaxrding all child care assistance programs and resources
available,

Discussion: There is a growing consensus of opinion on the
need for additional consumer sducation across progranms. This will
become increasingly important as parents enter the transitional
assistance program and need to understand their rxights,
guarantees and options.

Recommendation: Allow States to include in their Iv-A Claims, Q;ﬂﬁ

up to some specified limit, expenditures on contracted services
and other payments which might not be allowable under current
rules in order te ensure continuity of care for c¢hildren.

Discussion: According te regulations, the State must assure
that there are procedures in place to ensure that the care
provided or claimed for reimbursement is reasonably related to
the hours of participation oy employment. Although £tates have
the flexibility in determining whether care is “"reasonably
related®, federal policy statements {and auditors) suggest to
States that they are at some financial risk if thes correlation
between hours of care and hours ¢of need is not ¢lose enough.

States also have the flexibility te provide up to one month
of child care during ‘job search, although this may not cover
periods between prograns sessions and other times when
consistency is important for the child.

Testimony at the welfare hearing revealed that this issue
poses serious problems to those struggling to work or participate
in training programs and/ or jobs that may fluctuate. All too
often children have to go in and out of programs and or parents
cannot receive adeguate coverage for study periods and other
related issues.

Sl



carg pavments? There are at least two auhwqaestions related to
this issue: ‘

Recomnmendation: Include a provision that would reguire states
to maintain their statewide limit and maintain their payment
rates at a level not lower than the statewide limitis) and
payment rates established in thelr FY 84 IV-A state supportive
services plan {unless the cost of care on the market goes down).

igcussion: According t¢ the statute, the states must pay
the actual cost of care, the local market rate (which is deflined
in requlations) or a limit set by the gtate at no lower that the
Dependent Care Disregard.

Many outside groups have Indicated a strong interest in
eliminating the statewide limit in order to allow parents of at~
risk children access to good care. However, there appeared to be
little interest in such a proposal at ocur last mesting on child
care.

We recommend an approach that would, at a nminimum, hold S
rates haxmless in order to avoid lower rates duxring the {Rpa s
anticipated pericd of growth and demand on child care services.

i+ Continue the disregard at current levels. ol

,Cet,‘[' ?
e Continue the disregard but raise the levels.

0 Eliminate application of the disregard for
children eligible for IV~A paid child care {but
retain for other dependents to which it applies).

o Retain the disregard, but reguire that families be
offered the option of receiving paid care for
ellgible IV-A children.

0 Require that States supplement the disregard to
pay for care for eligible IV-A children soc that
parents have egqual access to the same level of
payment as parents using other methods of payment.

i



Biscussion: Most states use the dependent carse disregard
to provide child care for AFDC families who have income from
work. Many people from outside groups and some mntate officials
believe that we should eliminate the use of the disregard as a
mechanism for payment of c¢hild care for three reasons. PFirst,
the disregard is so low {$200 a month for children under age 2,
$175 for children at leagt age 2) that it does not cover the cost
of gquality child care. Second, families must incur the child
care costs Yup front.®

Tthird, since the disregard is applied for the purpose of
deternining a family’s income in determining need for and amount
of AFDC assistance, the benefits of the methoed rarsly resulit in a
dollar~for-dollar reimbursement for child care services. Rather,
the "pavment® for care is a factor in the fanily’s AFDC check,
which ig computed based on the state’s “standard of need,®
Families receiving child care through other Iv-A methods of
providing care may have access to more care choices due to higher
levels of payment available through those metheds. Currently,
however, States by regulation have the option of supplementing
the disregard to provide IV~A child care. Thirteen States uze
this option. Use of the disregard alone, however, is the most
eriticized characteristic of IV-aA ¢hild care.

Continuing the disregard “as is" would continue ineguities
in providing child care to esligible AFDC children depending on
whather the parent was working or in some other activity.

Raising the disregard levels not conly would potentially raise the
number of eligible AFDC families, impacting on the size of the
program, but might not resclve ineguities in payment levels
between groups of AFDC c¢hildren who are eligible for IV~A child
care. .

Eliminating application of the disregard to a family with
children eligible for Iv-A paid child care could prevent the
family from becoming eligible for AFDC or cause families now
eligible to lose eligibility. Should the family still becone
eligible or remain eligible, loss of this disregard wmight lower
their APFDC payment, because the family would have more countable
income., While potentially assuring that families who do become
eligible would have access to better care, this approach would
also create an ellgibility or payment inequiiy between those
families and families with other dependents to whom the dependent
care disregard applies. Also, a family who would lose AFDC as a
result of this approach would, as "working poor,Y lose the
benefit ©f the c¢hild care guarantee that is built into IV-A
policy--since other child care zubsidies such as CCDBG and Atw
Risk child care do not entail guarantees of services.
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Giving an AFDC family the option of the disregard could
create a dilemma for them of choosing between eligibility {(or
AFDC check size) and potentially receiving better and higher
quality child care choices through IV-A paid care.

Reguiring, rather than allowing, states to supplenent the
disregard for children who otherwise would be eligible for IV-A
paid child care retains the benefit of the c¢alculation in
eligiblility and size of benefit check. It also potentially
offers the family access to more and higher quality child care
choices. 7The approach may not increase Federal and state costs
as much as fully paying for care for those children, but it would
result in increased direct c¢hild care expenges. It would be more
administratively difficult, since it regquires coordination of
AFDC and child care, which in many states are carried ocut in
separate organizations.

& ues

; dation: This proposal should not be used in place of
direct funding, only as an add-on 1f funding is available,

on: The DCTC is not available to many low-incone
families at this time because It is not refundable. However, aven
if it is made refundable, it cannot be seen as a c¢hild care
mechanism for most low-income families because: 1- a family must
have the funds to spend for care before receiving the credit
(therefore causing a cash flow problem}, and 2~ the credit is too
low to support the cost of care {about 300,000 families gain
between $50 and $249%; about 500,000 gain between $250 and 499y
and about 700,000 gain more than $500).

(THIS QUESTION SHOULD BE DISCUSSED WITHIN THE OVERALL
WELFARE REFORM PROPOSAL, RATHER THAN IN THE CONTEXT
OF CHILD CARE ONLY- IT IS PRESENTED HERE ORLY TO
RAISE THE ISSUES AND OPTIONS)

Options:

0 Raise the Federal match rate for child care to be
consistent with other parts of the welfare reform proposal.

1
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o Provide a better match for child care {or elinminate
the matoh in the capped entitlement).

o Allow States to use State preschool funding and oy
private sector funds for the match.

& Allow states to propose a plan for more comprehensive
services linked to child care using state dollars and
allow such funds to be used for the match.

Discussiont: States are having significant problens drawing
down AFDC ¢hild carxe TCC and At-Risk ¢hild care funds. Currentliy
some 16 states are using CCDBG dollars to help pay for IV-A
guaranteed c¢hild care. Furthermore, several states have not been
able to access thelr full portion of At~Risk funds due to the
match. There is already a proposal to increase the state match
o FMAP plus elght percent as part of the overall welfare reforn
plan: however more relief may be needed for child care.

One propesal is to “"liberalize™ what States can use for the
match. For example, it is estimated that there is some $§670
million being spent by States on preschool programs. Although
states can currently use State Preschool dollars to mateh, few
States have used this mechanism. We could sinmplify the process
and be more explicit about the allowable uze of such funds,
although this would only help a limited nunmber of states because
not wany states make substantial invesstments in preschool
programs.

Encouraging States to provide comprehensive services to the
children in care funded through IVA would increase the guality of
care, however, it would be adminigtratively difficult to track
health and social service dollars. Purthermore, we would have to
ensure that health funds are not double counted.

Eliminating the match for the capped entitlement is the
easiest option, but it presents egquity and consistency issues and
naturally would put more pressure on federal resources. However,
if little additional money is provided for the working poor,
eliminating the wmatch {making it consistent with CCDBG) and
targeting the program on the working pooyr population, would
provide some assistance.
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additional health and safety standards adopted by CCDBG is
optional in IV-A child care. These include:

o the prevention and contrel of infectious diseases CL
(including immunizations) 8g§LW,

¢ building and physical premises safety; and

¢ minimum health and safely training appropriate to the
provider setting.

We propose to reguire states to extend the health and safety
provisions in CCDBG to IV-A child care. This is particularly
important since children in families receiving public assistance
may be in the most need for health and safety protections. In
addivion, consideration should be given to the proposal that all
child care providers reguire up~toedate immunizations for
children under age 6. Such a requirement is a basic public health
protection leong recognized by public schools for scheool age
¢hildren.

Issue: How can we encourage better licensing, menitering and
other progranm improvements?

Proposals;: Reauthorise the licensing, monitoring and
improvement granty at $25 nillion for FY 35, growing to $50
million by 1999. Consider allowing a fedsaral mateh for
adminigtrative cocsts incurrad for licansing, menitoring,
resruitment and training. .

Discussion: There are few if any incentivez for states to
improwve licensing, monitoring and other aspects of title IV-3
child care. Although there is a discreticnary grant program
autherized at $50 million, the $13 mlllion that was spent on this
program in 15891 (and strongly supported by the states) was
eliminated in 1992, Purthermore, states arpe currently net
sllowed a federal mateh for expenses for licensing, monitoring
and recruitment and training.

lsgue: How can we promote coordinated planning, administration
and repuorting across programs?
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sal: Allow statas €0 select 8 lead agencey that san
administer all child care funding streams; reaquire ons state plan
across prograng and rfacilitata consistent repoxting and
sutonation.

Discussion: Currently there is little consistency in planning,
reporting and administration across c¢hild care programs in many
states, although States are encouraged to coordinate prograns and
describe how they coordinate. The CCDBG and IV-A programs regquire
plans and reporting., Howevar, the requirewent for a IV-A State
child care plan is established by regulation and is currently
tied to the JOBS plan. Furthermore, although the State can choose
the lead agency for CCDBRG, it amust use the welfare agenty (¢
administer IV-A child care. Such inconsistency across prograns
does litte to encourage a coordinated systen.

: What type of demonstrations could help improve services
and inform future policy decisions?

Provesal: Eatablish demonsiration programs that would
gencourage states te improve and expand the quality of infant sarve
and would provids support for BEES o launch other projacts to
help imprave and coopdinate child sare services.

{if,..:. ;éi 4 ’

pDiscussion: Currently thers are po-resources and limited
progran capacity for HHS to fund prograwms of national
gignificance, evaluation or technical assistance through the
title IVA child care programs. As child ¢are continues to grow,
the importance of promoting assessment and denmenstration to
improve the child care system and to inform policy becomes
particularly important.

e

¢ Should a refundable tax credit be part of an overall child
care packaga?

o Should performance measures be esbtablished for child care?
Should better match rates ba tied to performance megsures?
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Cnild care is critical te the success of welfare reform. It
is easgential to provide child care support for paraents redalving
assistance who will be required to participate in education,
training and employment, Child care support for the working poor
iz also pivetal in order te “"make work pay' and to enable parents
to remain in the workforce.

The chlild care plan under welfare reform seaks tol

¢ In¢reage funding so that low-incoma fapilies have
access to the care they neead.

o Ensure ¢hildren safe and healthy environnents
that promote child devalopnant.

© Create a more consolidated and simplified child
care systen.

Currently, child care is guaranteed to welfare recipients
who are employed or who participate in State-approved education
or training activities, Trangitional Child Care (TCC) is
guaranteed for a period of up to 12 monthy. Child Care for the
working poor is finded through the At-Risk Program (capped
entitloment) and the Child Care and Development Bloecek Grant.

1. Continde the individual antitlements (AFDC child céars and
b ead ] -

2. Bignifioantly expand the At-Risk capped entitlemenkt over a
pericd of years, phasing in an individual entitlement for the
working peor at or khelow 1320 percent of poverty.

(For example, For FYSS, thare could be x nmumber of dollars
in the At Risk program at sufficient levels to cover all people
at some percent of puverty: increasing by some percent above
povarty each year until all working poor families at or below 130
percent of poverty are coversd. Another option is to phase-in the
individual entitlement by targeting participants with children at
varicus ages).
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3. Haintain and gradually expand the Child Cara and
bevelopment Plock grant. Htates vill kave considerably more
flexibility in the wse of CCDBG dollars for guality and supply
puilding, States would not be permitted to uze CODBEG funda to pay
for wara guaranteed under the AFPDC c¢hild care and TCC programs.
Efforts will be made to ensure greater consistency across
prograns in such arean as standards, gliding fee scales and
payment rates along with more coordinated plamning, reporting and
progran adminiatration.

The following specific issuew have been raissd regarding the
plan for child care assistance. Igsues are presented as
guestions, followed by a proposal and brief discussion.

o How do the pariods covered in current law fit with the
trangitional assistance/J085 and WORK perieds suggested in the
overall welfare plan? {(For example, would TCC bégin after JOBS or
after WORK?)

¢ How da we ensure that the giates actually make child care
available to those covered under the child care guarantee?

o What happens when states do not provide adeguate resources
to fulfill the individual child care guarantess?

Proposal: Iadividuals will be entitled toe child ears
aaaigtance under ciroumstances and for periods no less than those
covered in current law.

Discussion: Current law states that the State agency must
guarantee child care for children if it is determined nacassary
for individuals who are working or who are participating in
sducation and training programs (including, but not limited to
JOBS program activities), provided the State approves the
education or training program and determines the individual iz
satisfactorily participating in the activity.

A family that loses AFDC due to increased hours of, or
incone from, exployment or because of loss of the earnings
disregard is eligible for the child care transition, provided the
family has recaived AFDC in at least three of the gix months
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immediately preceding the month it becaume ineligible for AFDC and
has a dependent ohild (or a child vhe was conzidered dependent if
the ¢hild ware needy). A family is eligible for transitional
child ¢care for twelve months after the last month for which the
fanily was eligible for AFPRC,

The proposal will reaffirm the individual guarantee to child
care agsistance as a prerequisite to participation and for a
transitional period of at least one year. The proposal is to
ensure that the current guarantees £it with the pericds for
transiticnal assistance and post transitionsl assistance that
will emerge in the overall welfare reform package.

In addition, if we want to assure high levels of
participation, we must consider ways Lo encourage states ko
provide adeguate resources to bulld supply and provide the
necessary assistance. If this does not ogour, we can expect that
states will continue the current practice of using the lack of
child care funding as "good oause' for not participating. This
will become much more of an lasue as we reguire higher levels of
participation, particularly from famllies with younger children.
Wa cannot expect people to participate in training, education of
work unless the quarantee to child care assistance is provided.

2. State Mateh

Jgsue: What match rate should be usmad Tor c¢hild care
asgistanae?

Proposal:

Option I~ Improve the Stata match rate for AFDC child care
and TCC to FMAP plus 8. Eliminate the mateh for the At-Risk
program.

)i -

option 11~ Inprove the State match rates for all child care

asasjatancs programs to allow increased federxal assistance

Discussion: Currently, the entitlement programs use FMAP and
the CCDBG has no state matcoh., There appears to ke general
consensus in the overall welfare Yeform package to improve the
state match {¢.g.FHAP plus 8). There is less consensus on wvhether
this should be the match for all child care, or if a better match
rate should ba used,

Given prior experience, it is clear that the statas may not
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invest Iin ehild care unless there is a dramatic increase in
federa) support. Without such support, we run the rigk of
wholegale Yexemptions® to participation~ 1f parents cannot ke
quaranteed child cara. Furthermore, we greatly undermine the
“make work pay® principle if we do not make significant progress
in expanding investments in child care for the working poor.

Isgue: How can we facilitate the state’s ability te access
federal child care dsllars?

Bropasal: Assure that statoes eahd use State pre~k, locil
dollars and private sector ohild care funds for low~incoma
families to drav down federal ohild care resources. Cousider
allowing states to submit plans on the use of other funds that
propote guality and comprehensive services in child care to be
used as the match. '

¢ Although states are currently able o uke state
prak dollars, local and private funds to draw down foderal ¢hild
care dollars, such an approach has not been encouraged ox
procedurss simplified. More than 30 states now have state
preschool programs. Such investments in early childheod programs
should ke enaouraged.

furthermore, we should continue to encourage local and
private investments in child care. However, private funds should
only ba used to match federal dollars when the funds will be used
for eligikle childron without ppecial stipulations made by the
donor. {(Far example a company ¢ould not agree to donate child
care funds only if their employess are guaranteed certain low-
income child care slots from the stata).

2 ant.. tes

Issue: How should payment rates be ectablished? How can we
balance a perent’s ability to access safe and stable care and the
states ability to guarantee child care?

Proposnal: Payvaents foxr ¢hild oare would be set at ap amount
t¢hat ig the lessery of the sctual cost of care or at the logal
market rate {as determined in seccordance with regulations
established by the Secretary).|States would ba allowed FFP if
t&eyg;gimbuxaa above the local market rate &o sscuys quality rﬁﬂii&“
CaAre. ~

The following options should be considered to ensuras
adeguate payment ratess
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© Include & provisiocn that atates could not lower m,wwwwﬂfj211F
current rates to coatrel costs. dmmf&w

o Ianclude a provision which says that within two yaars of
enactment, Btates would not be allowed 10 sstablish a statewide
iimit on paymant which is lesa than the local market rate.

Discussion: Currently, rates are established as follaws:’gix\\\hjo
%
The IVA program allows states to make payment for the cost of
care in an amount that is lasser of:

o the actual cost of care, and

¢ the dollayx amount of the disregard {currently
$173/month, $200smoenth rfor chilldren under age 2) or a highery
amcunt established by the state, _

However, FPP is not avallable for child zare costs which
are greater than the applicable local market rate [as determined
by the Sacretary--curyently set at the 75th parcentile of local
market rate).

progran follows the same rules, except it does
not mandate that the payment can be set at the disregard rate.

The CCOBG program states thatl payment rates nmust be
sufficient to ensura egual access for ¢ligible children to
comparable ¢hild care services in ths state or substate to
children whose parents are not eligible.

cur approach is to encourage states ts set consistent rates
acrogs the variocus child care programe in order tov engure that
all low-incoms parents have egqual access to the same type of
care, regardless of the funding stream. Furthermore, we hope to
strike a balance between the naeds of parents oY decent care,
and the limited resources available in states, -

Although our ¢urrent policies imply that rates should be at
the 75th percentile, according to the statute, states are allowed
to establish a statewide limit that can be no lower than the
disregard, Studies indicate that low reimbursement rates have a
negative impact on both the supply of care and the availability
of safe and stable care for ¢hildren. This is particularly
significant since these are tha same children who are eligible
for Head Start, and therefore are in need of services that
promote school readiness.
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Currantly we have very little fiym data on what the states
are actually puaying (as 3 percentage of tha market). However,
during recent program reviews, most states indicated that they
are paying st the 75th porcentile, however ACF staff question the
reliability of this data and suspect that rataes are lowver.

We do know that moast states are reimbursing ¢are above the
disregard level and have made progress in moving towvards the 75th
percentile. Howsver, all states have not reached this goal,
Purthermore, the pending welfare reform proposals could have the
effect of significantly lowering rates {and affecting pavental
access to adeguate care) if statewide limits are lowered.

Issue: Should we continue to allow states te use the
disregard as a sole method of payment for working AFDC families?

Proposal: Btates could sontinue to use the disregard as a } 5
mechanism for payment, hovever, parents would ba offered a second | "
option and would have accass to the same ievel of asslstance as | Ol “
provided under other methods of payment. | NEES -’

Discussign: According to cﬁrrent law, a state agency may: ﬁ\g‘

u Provide care directly, Umx

¢ Arrange for care through providers by )hhﬁggﬂws7
purchase of service contracts ovr vouchers, i
provide cash or veuchars in advance to the

fwilie& PN

reisburse 2 family, ox

adopt other arrangezents the agency

deens appropriate. (This would includae the disregazrd)

4o 2

AS part of the provision that allews states to make other
arrangements it deens appropriate, most states use the disregard
as & pethod of payment. Some states use the disrsgard as the sole
method of providing care for AFRC fanilles who are working.

Thare is considerable quegtion as to whether thisg allows AFDC
working families egual accass to care that they would have
received through direct assistance,

Isgsuey Should low=income parents in training or education be
eligible for the At~Risk Progran?

Propusal: States can allow loweincome parents in training or
s
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in educsation e be eligible for the At-RBisk program 1f tho states
doternine that such asaistance will reduce thae likelihood of
begoning 2ligible for AFDC,.

: Corrent law restricts the At-Rigk progran to
working parents, If we are trying fo encourags people to pursuse
continued education and trving to aveoid welfare, we need to
ensure that child care is provided. Furtharmsre, under the
gurrent systen, when working parents are involved in training,
the stats must use two different funding sources to cover ehild
care. For example, a stato may uvge At-Rigk ¢hild care to cover
the work hours, but would have to find a second source {[perhaps
CCDBE) to cover the hours in training. This causes an undue
burdan on the states.

Issug: How can we ensure linkages between child care and Haad
Start and other early shildhood programs? ff_
/”

o t Add s provigion Lo encourage states o wse A

2003

b%
portion of their title IV-A child care funds to provids ceﬁtrahtswwmww/x

and grants to purshase extended day spervicas and to guarantas
continuity of cgare for chlldren during the program year.

\/&w

Ay et

¥
Discussion: Over the past few yoars ACF has attempted to Qgﬁf“““ y

encourage "wrap around” polleies which prozote the usa of IVA an
TCC child care for families uaing Hesad Start and other programs.
Many prograps have been discouraged frop accessing these funds
due to policies that raestrict reimdursement to attendance, do not
allow contimuity of c¢are as parents ¢go in an out of programs or
in and cut of job search, and limit reimbursempent rates.

&, stapdards . -

! How can we help ensure health and safety standards for
children in child care.

Proposal: ¢hild oare provided under the Iv-A programs must
meet the haalth and safety regquiroments estallished 4n CCUBG. In
addition, copaideration should be given to reguiring parents withk
shildren under six to show svidence te the provider that thedir
ehild is immunized.

Discussion: Currently, the IV-A programs will reimburse
States only for those programg that meet applicable gtandards of
State and lecal law, The States’ application of any



http:aducat1.on

