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WELFARE REFORM AND CHILD CARE QUALITY

Background

As child care is discussed in the context of welfare reform, one issue continues to surface:
How can we insure that infants, toddlers, and preschool and school-age children receive
quality child care? There are three primary reasons why we need a strategy to improve the
quality of child care as part of the welfare reform activity:

1. Because the quality of child care is often poor and we do
care about its impact on children and their parents;

2. The success in training and education programs is, in part, a function of stable,
quality child care arrangements; and

3. Because the issue of time-limits will be linked not only to
congern about the effect on children of any loss of benefits; it will also be linked to
concern about the effect on children of forcing them into child care without a focus
on is quality.

Clearly, the most effective way to improve quality in child care would be to increase
reimbursement rates. Higher rates would increase provider salaries therefore drawing more
qualified individuals into the field and decreasing turnover. However, any proposed strategy
for improving quality must be realistic, recognizing severely limited funding both at the
Federal and State levels and the priority which must be given to increasing supply.
Therefore, we propose below a number of actions which can meaningfully address quality
and make our concerns clear, but which can also can be undertaken without significant new
child care funding,

Addressing Quality

1. Educating Parents and Encouraging Parental Involvement

Research has shown that parental involvement is an element of quality for children’s
services. We can prepare materials, including videos, to educate parents about child care
and the need to find good child care for their children. Similar materials including PSA’s
were developed by ACYF in the 1970’s; at that time, PSA’s were also developed and
marketed to television stations. Materials have also been developed by States as a result of
the child care licensing and improvement grants authorized in the Family Support Act and
the CCDBG quality set-aside. In addition, R&Rs and other organizations are good sources
for materials on quality and parent education. Topics would include: what we know about
quality; that parents should visit providers before selecting one; that parents should become
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involved with their child’s program; and that they should continually note certain things like
staff-child interactions. Parents are the best monitors of child care and can provide on-going
assurance of quality; government monitoring seldom or never occurs (a recent IG study
looked at monitoring).

2. Head Start Funding and Partnerships

We must advocate for Head Start funding to provide care for more eligible children, to
increase full-day Head Start, and to make it much easier for child care and Head Start to
work together, including encouraging joint funding efforts. However, we should not penalize
non-AFDC families who are Head Start eligible by targeting Head Start on AFDC families;
all poor families are eligible families. To facilitate integration of child care and Head Start
services, we could provide joint Federal guidance for both Head Start and child care
program, as well as encourage the collaboration between child care and Head Start program
offices at the Regional Office level. We should also consider targeting some Head Start
expansion money to add comprehensive services and training to child care programs,
including both centers and family day care providers, which agree to meet the Head Start
performance standards. By investing training in family day care providers, we better meet
the needs of those infants and toddlers who, because of their parents’ nontraditional work
schedules, require care either at nights or on weekends. As much as possible, we should
also encourage that Head Start prantee training activities be open to child care staff in
communities.

3. Targeting Some Portion of the Quality Funding on Training

Because of the direct link between the level of provider training and the quality of care, we
should ensure that some portion of quality funding is spent on training. To encourage States
to focus on training, we might even provide a one-time grant for planning and coordination
of training. Direct training funds could also be awarded to States, Resource and Referral
Agencies, colleges and universities, or other organizations that provide training. Any
training program and/or system should also be designed to include and accommodate AFDC
recipients who chose to become child care providers. This training should include child
development theory, early childhood education, developmenially appropriate curriculum (for
children from birth to age 13), multicultural issues, self-esteem building, literacy and
communication skills, business skills, parenting, field experiences, and mentoring. Trainees
should also receive assistance for their child care, transportation, health care costs, and other
social services, ’
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4, Chapter 1 Funding and Partnerships

The Administration’s Reauthorization proposal for the Chapter 1 program would encourage
States to spend more of their Chapter 1 funding on programs that extend learning time, such
as before and after school and summer programs. The proposal would also change current
targeting provisions so that more funds would be concentrated on the higher poverty schools
which would result in more AFDC children being served. Because of the quality aspects of
Chapter 1 programs, AFDC children could benefit from this increased emphasis. In Chapter
One programs, teachers must be certified, and children receive compensatory education and
other enrichment activities. The Department of Education is also considering a proposal to
allow states to use compensatory education funds as matching funds for child care which
could expand States’ ability to pay for care for school-aged children. These funds could only
be used as a match when they were spent on programs outside of the regular school day.

5. Joint Planning

We should encourage joint planning efforts by child care and Head Start programs at the
local level. Assessments of community needs are required of individual Head Start programs
and at the State level for CCDBG. We could work with States and Head Start grantees to
bring these efforts together. The more the early childhood programs plan together and
interact, the more good practices are likely to spread. Currently, child care providers are
extremely isolated.

6. Accreditation and Variable Reimbursement

We can support (including providing some funding) efforts for voluntary accreditation pro-
grams like that of NAEYC and the Children’s Foundation as well as increasing awareness of
State and community efforts like that of the 4 C’s of Orlando, Florida to set different
reimbursement levels for different levels of quality. To make this effort meaningful, we
must provide more flexibility for the States to set reimbursement rates under both IV-A Child
Care and CCDBG (this action is already planned by ACF).

7. Making Funding Available for Quality Improvements

In any child care program we establish (including a combined IV-A program), we should
include quality improvement funds such as those available in the CCDBG. Current quality
set-asides in Head Start and the CCDBG support salary increases, training and technical
assistance, and facilities improvement. The CCDBG is also uses quality funds to improve
monitoring and licensing. In addition, we might eliminate the ceiling on funding guality -
improvements 1n the CCDBG.
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8. Technical Assistance

We could seek additional funding for Resource and Referral

agencies targeted toward having them provide technical assistance to child care providers.
We might also work with the Child Care Action Campaign’s effort to provide technical
assistance through audio and teleconferences and workshops. Funds could also be given to
the Child and Adult Care Food Program sponsors of family day care providers for this -
purpose. We can also consider adding funds to Head Start technical assistance providers so
that they become Head Start and Child Care technical assistance providers or we could set up
a separate child care technical assistance network/center. ACYF couid produce, as 1t did in
the 1970°s, or disseminate already existing technical assistance materials; this would enhance
the vision of a Federal leadership role. In addition to local providers and State
administrators, caseworkers should also receive TA so that they would know the importance
~of the quality and continuity of care.

9. Increasing Appropriate Immunization/Encouraging Minimum Health and Safety Standards

We can consider very minimal regulatory requirements—primarily requirements that all chil-
dren whose child care is Federally funded must be immunized following the CDC guidelines.
State requirements for immunizations currently vary. Most States mandate immunizations for
children in centers, but fewer mandate it for children in family day care. In addition, many
State immunization requirements are out of date. A federal immunization requirement would
recognize that all children should receive the same immunizations for public health reasons;
it would affect large numbers of very young children, who are the population we are not
currently reaching; it would improve health conditions in group child care settings; and it
would be extremely low-cost since the vaccines are already available. If there is no
immunization requirement, HHS (PHS and ACF) should work aggressively with States to
encourage them to improve their own requirements.

We might also encourage a broader focus on health and safety standards. We could make
available various models for health and safety standards including the very comprehensive
standards developed by the American Public Heaith Association and the American Academy
of Pediatrics. We could promote the adoption and adherence to such standards in both child
care centers and family day care homes.
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Opportunity Reconciliation Act (PRWORA) of 1996 replaced the old welfare system (AFDC)
with Temporary Assistance for Needy Families (TANF), to focus on work and responsibility and
. to provide States with flexibility to create the best approaches for their individual circumstances.
Even before the Personal Responsibility Act became law, many States were well on their way to
changing their welfare programs into jobs programs. By granting Federal waivers, the Clinton
Administration allowed 43 States — more than all previous Administrations combined — to
require work, time limit assistance, make work pay, improve child support enforcement, and
encourage parental responsibility.

These strategies of requiring work and responsibility and rewarding families who have gone to

work are paying off. Since welfare reform there has been a dramatic increase in work

participation (including employment, community service, and work experience) among welfare

recipients. The percentage of recipients who were working reached an all-time high, 33 percent,
“compared to less than 7 percent in 1992 and 11 percent in 1996.

This report compiles emerging data about welfare caseloads, family employment and earnings,
marriage and two-parent families, out-of-wedlock births, and State policy choices, to give a:
picture of these first four years of welfare reform. Below are some more extensive highlights
describing the information available to date as well as the research underway to learn more.

EMPLOYMENT AND EARNINGS OF NEEDY FAMILIES

There has been a dramatic increase in employment of current welfare recipients. A key
measure of the success of welfare reform is its effect on employment. Analysis of all available
sources of information shows that the employment rate of current arid former TANF recipients
has increased significantly. -

The percentage of working recipients reached an all-time high in FY99 at 33 percent,
compared to less than 7 percent in 1992 and 11 percent in 1996. Thus, over one in three
recipients was working in a typical month, the highest level ever recorded and nearly a fivefold
increase since 1992, The vast majority of recipients who were working were in paid employment
(28% of the total or 85 percent of those working); others were engaged in work experience and,
community service.

All States met the all-families participation rate standard in FY99, as did the District of
Columbia and Puerto Rico. The national participation rate for all families-increased to 38.3
percent for FY 1999 from 35.3 percent in FY 1998, even while caseloads continued to decline by
18 percent over the same period.



Of the thirty-six States, the District of Columbia, and Guam that had two-parent family
programs subject to a work participation rate, twenty-eight met the FY 1999 two-parent
‘participation standard. The national rate for two-parent families increased to 54.7 percent in FY
1999 up from 42.4 percent in FY 1998,

TANF administrative data just for welfare recipients who remain on the rolls indicate that the
average monthly earnings of those employed increased. Earnings increased from about $466
per month in FY 1996 to $533 in 1998 and $598 in FY 1999, increases of 19 and 28 percent

respectively.

Although welfare reform is having a positive effect, early data tell an earnings story somewhat
more complicated than the employment story, Studies of welfare reform in Connecticut and
Minnesota suggest that those programs achieved annual earnings gains in the range of $700-
$800 for long-term recipients. However, both programs had no effect on the earnings of recent
applicants who were likely to earn more than long-term recipients. The Urban Institute has
found the average eamings of those who have left welfare are well above minimum wage — with

. studies showing hourly wages of $6.60 - $6.80.

i

MAKING WORK PAY

New research illustrates that a strong commitment (o augmenting programs that strongly push
parents to work with well-implemented approaches to making work pay can succeed in
producing a broad range of improved outcomes for families and children. In general, research
on the impacts of welfare reform on family income, food security and hunger, health insurance
status, child outcomes, and other family experiences is not providing a definitive picture at this
point. However, preliminary reports are promising. The first systematic and rigorous findings
on these issues have just been released in an evaluation of a pilot program, the Minnesota Family
Investment Plan {MFIP), on which the State’s TANF program is based. MFIP produced
increased income across a broad range of families. It also produced other consistently positive
effects, especially for families headed by long-term recipients, including a reduction in children's
behavior problems, and an increase in children's attachment to, and performance in, school. In
addition, it dramatically reduced the incidence of domestic violence, a finding that has never
been observed in any other rigorously evaluated welfare program. It also increased families'
access to child care and health insurance. Finally, it significantly increased the proportion of
children living in two-parent families.

TRENDS IN EX?ENDITURES AND CASELOADS

States are making significant new investments in the TANF program. The total TANF
- expenditures (combined Federal funds and State MOE funds) for FY 1999 were $22.6 billion, the
same as last year. This level spending seems to indicate that States are making significant new
investments in work supports for TANF recipients, since welfare caseloads were declining over
the same period and the associated spending on cash assistance was also going down. In FY
1999 the total spending on cash assistance was $13.4 billion compared to $14.6 billion in FY .
1968, Total spending on work activities increased 17 % over the $1.5 billion spent in FY 1998,



In FY 1998 States spent $1.259 billion of Federal and State funds on child care. Tn FY 1999 they
spent $1.98 billion. By the end of FY 1999 States have expended, transferred or obligated 95%
of their TANF ﬁmds for fiscal years 1997 — 1999,

There continue fo be dramatic declines in welfare caseloads. Overall, the welfare caseload has
fallen by 7.8 million recipients, from 14.1 million recipients in January 1993 to 6.3 million in

~ December 1999, a drop of 56 percent since President Clinton took office. This is the largest
welfare caseload decline in history and the lowest percentage of the population on welfare since
1965. Caseloads have fallen 49 percent since the enactment of the welfare reform law — 73.2
percent of the entire decline has occurred since August 1996. The percentage of the population
on welfare has fallen by nearly half since 1993, dropping from 5.5 percent in FY1993 to 2.3
percent in December 1999. An August 1999 report by the Council of Economic Advisers (CEA)
found that the implementation of welfare reform is the single most important factor contributing
to the widespread and continuous caseload declines from 1996 to 1998. CEA estimates that the
program.changes implemented as a result of welfare reform account for approximately one-third
of the caseload reduction from 1996 to 1998. The strong economy has also played an important
role, accounting for approximately 10 percent of the decline between 1996 and 1998.

Estimated U.S. AFDC/TANF Percent of U.S.

Fiscal years Population (000's) Recipients "| Population
1992 254,462 13,625,342 5.4
1993 ' 257,379 14,142,710 5.5

1994 259,935 14,225,651 5.5
1995 . 262,392 13,660,192 52
1996 264,827 12,644 915 4.8
1997 267,346 10,823,002 4.0
1998 ‘ 269,845 8,778,815 3.3
1999 272,286 7,187,753 2.6
December 1999 274,076 6,274,555 i 2.3

HIGH PERFORMANCE BONUS

Twenty-seven States were awarded the FY 1999 high performance bon"uses. The overall
national results were very impressive. Based on the data from the 46 States that competed for the
bonus, more than 1.3 million aduits on welfare went to work between October 1, 1997, and
September 30, 1998. Retention rates were also promising: 80 percent of those who had jobs
were still working in the subsequent three month period. The States also reported an average
earnings increase of 23 percent for current and former welfare re01p1ents from $2,088 in the first
quarter of employment to $2,571 in the third quarter. ‘

FORMATION OF TWO-PARENT FAMILIES -




The recently released final report on the Minnesota Family Investment Plan (MFIP) evaluation
has produced the first clear evidence of how a welfare reform strategy can have substantial
positive effects on the maintenance and formation of two-parent families. MFIP, which
combined strong work requirements for long-term recipients plus generous financial work
incentives, increased both the formation and maintenance of two-parent families. Three years
“after entering the program, almost 11 percent of single parents whoe were long-term recipients
were married comparéd to 7 percent of a contrel group who received AFDC. Evenmore
dramatically, 67 percent of two-parent families who entered MFIP were married at the end of
three years compared to 49 percent of the AFDC control group, a 38-percent increase.

OUT-OF-WEDLOCK BIRTHS

Five Stares were awarded bonuses to reward reduction in out-of-wedlock births, On September
13, 1999, DHHS Secretary Shalala announced the award of $100 million in new bonuses to five
awardees for achieving the nation’s largest decreases in out-of-wedlock births between 1994 and
1997. The awardees were Alabama, California, the District of Columbia, Massachusetts, and
Michigan. Each jurisdiction received $20 million.

During the 1991-1998 peried, teenage birth rates fell in all States and the District of Columbia
and the Virgin Islands. Nationally, teen birth rates continued an ¢ight year decline, falling 20
percent from 1991 to 1999 to the lowest levels on record. Declines in the teen birth rate are seen
among younger and older teens, married and unmarried teens, all States and all racial and ethnic
groups. ‘

The Office of Child Support Enforcement has a preliminary total of 1.5 million paternitics
established and acknowledged for fiscal year 1999. This is triple the number in 1992 and
reflects the same total as reported in fiscal year 1998. The numbers may appear stable due to the
new reporting requirements.

INCOME AND CHILD POVERTY

Child poverty has declined from 22.7 percent in 1993 to 18.9 percent in 1998 - the biggest
five-year drop in nearly 30 years. The poverty rate for female-headed families with children has
declined from 41.5 percent in 1995 to 38.7 percent in 1998, the most recent year available. This
is an all-time low. And the overall poverty rate has also fallen from 15.1 percent in 1993 to 12.7
percent in 1998 -- that's the lowest paverty rate since 1979 and the largest five-year drop in
poverty in nearly 30 years.

DEMOGRAPHIC AND FINANCIAL CHARACTERISTICS OF FAMILIES RECEIVING
ASSISTANCE

Examining demographic trends over the decade suggests that certain aspects of the caseload
have been changing and that most of these changes were larger since 1996. The caseload is
now made up of a greater proportion of minorities (most of this mirrors the growing proportion
of the overall population that is Hispanic), somewhat older parents with somewhat older
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children, and a substantially higher proportion of cases where no adult receives assistance. A new
report by the Brookings Institution tracks welfare caseloads in the 89 counties that contain the
100 largest U.S cities. It finds that, over the last five years, welfare caseloads have become
predominantly urban. In 1994, when national welfare rolls hit a historic high, 48 percent of
welfare recipients lived in the 89 counties. By contrast, in 1999, these counties were home to 58
percent of the nation's welfare recipients.

The average number of persons in TANF families was 2.8 persons. The TANF families
averaged 2 recipient children, which remained unchanged. Forty percent of TANF families had
only one child. Ten percent had more than three children.

About 29 percent of TANF families had no adult recipients, up about 6 percentage points for
the 49 States that reported child-only cases for the October 1997 - September 1998 period.
Two-thirds of TANF families had only one adult recipient, and five percent included two or more
adult recipients. Fifteen States did not include two-parent family cases in the TANF data
reporting system because they placed two-parent families in separate State programs. Between
FY 1998 and FY 1999 the number of child-only cases increased, the first such increase since FY
1996. ‘

Ninety eight percent of TANF families received cash and cash equivalents assistance with a
monthly average amount of $357 under the State TANF program. Of such TANF families, 81
percent received Food Stamp assistance, which s consistent with previous levels. Also, almost
every TANF family was enrolled in medical assistance under an approved State Medicaid plan.

STATE POLICY CHOICES

States are promoting work in their TANF programs through a combination of requirements,
incentives, and other policy changes. Under the TANF program, parents or caretakers receiving
assistance must engage in work (as defined by the State) within 24 months or less at the State’s
option. Twenty-eight States require families to begin participating immediately, and 9 other
States require participation within 6 months of receipt of cash assistance. Twenty-two States
have either no exemption for parents with infants or an exemption that is substantially shorter
than the one-year period provided for under Federal law (t.e., 3, 4, or 6 months). In addition,
every State has adopted the option to develop Individual Responmbﬂﬂy Plans for recipients.

States have also made a number of policy changes that help to make work pay. The majority
of States have changed their policies on the treatment of recipient earnings, by expanding the
amount of earnings recipients can keep and/or the period for which earnings disregards are
available. Also, the majority of States (33) have removed the additional categorical eli glblll[y
requirements that applied to two-parent families under prior law; these changes make it easier for
two-parent families to retain benefits when they go to work. Here, we note that many States
have focused their benefit expansions on working families; few States have substantially raised
their maximum benefit levels {i.e., the amount paid to families with no countable income).

Every State has raised its vehicle asset limit, making it easier for families to own a car that is



reliable and can get them to work. In addition, most States have raised their general resource .
limits. For example, 21 States raised the general resource limit for both applicants and recipients
to $2000. More generally, 40 States raised the general resource limit for both applicants and.
recipients, 4 States raised the resource limit for recipients only, and Ohio no longer has a

~ specified resource limit. Thirty-one States took the option to expand categorical eligibility for
food stamps, allowing them to apply more generons TANF asset limits to the Food Stamps
program as well. In addition, 30 States have implemented Individual Development Account
programs that enable individuals to accrue assets for specified purposes such as purchasing a
house or post-secondary education. Several States also allow these accounts to be used to save:
for a car.

State policies to limit the time that families may receive TANF assistance vary. Currently, 38 -
States apply a 60-month lifetime time limit; 4 States have a 24-month or shorter lifetime limit (1
of which continues benefits to the children), 3 States have a general 36-month or 48-month
lifetime limit. Three States are continuing waivers and do not currently apply a lifetime limit and
a few non-waiver States also indicate that they intend to provide benefits beyond 60 months (e.g.,
by using State funds). :

Thirteen States have "intermittent” time limits that deny (or reduce) benefits for a period of time
for families that have accrued a certain number of months of assistance. These policies take one
of two forms. Some States restrict the number of months a family can accrue dunng a fixed
period of time (e.g., 24 months n a 60-month period). Others make the family ineligible for a
fixed number of months once it has accrued a certain number of months of assistance (e.g., a
family is ineligible for 12 ‘months once it has accrued 24 months).

Most States provide exemptions to their State time limits that "stop the clock” for categories of
families that are not exempt under the Federal statute. The most common State exemptions
include: families that have adults or children with disabilities; victims of domestic violence,
families with an elderly head of houschold and families in which the adult is caring for a small
child.

Among the families that most typically receive extensions of their time limits under State
policies are: victims of domestic violence, families with adults or children with dlsabllltles and,
families that have made a good faith effort to become self-sufﬁment

Most State TANF programs have implemented office procedures to assess or screen
individuals for barriers to employment such as domestic violence, learning disabilities,
physical disabilities, alcohol dependence, drug dependence, depression, and other mental
health issues. Thirty-seven States assess or screen for at least four of these barriers. Twenty-
four States offer intensive services targeted to meet at least four of these barriers. One State
leaves both matters to county discretion.

Meost States are offering up-front payments or services to divert families from entering the
welfare rolls. To date, 34 States have opted to offer diversion payments or services to families
applying for TANF benefits. Most of these States provide lump-sum payments designed to



address emergencies and keep families from coming on assistance. States typically restrict such
payments to families who agree not to seck additional assistance for a specified period of time.
In other States, the diversion program includes job search and related services designed to help
the family go directly to work.

The majority of States have certified that they have adopted the “Family Violence Option” to
screen and identify victims of domestic violence, refer them to counseling and supportive
services, and provide appropriate waivers of program requirements. To date, 38 States have
certified that they adopted this provision to assist victims of domestic violence. All other States
are providing related services for victims of domestic v1olence but have not yet adopted the
Family Violence Option.

A number of States have taken steps to devolve program responsibilities to the counties.
However, most State programs are still State-administered, and most States have uniform
Statewide provisions on matters such as eligibility standards, benefit amounts, and available
services. '

States are engaging in forums to share information and lessons learned, The Department has
sponsored a variety of forums to support these efforts. For example, the Welfare Peer Technical
Assistance Network Project gives States an opportunity to link up and share information, as well
as to cross-train each other on emerging best practices. Activities sponsored in 1999 covered
subject areas such as culture change, diversion, transportation, one-stop centers, service
integration, substance abuse, rural partnership building and economic development, and job
retention.

CHILD SUPPORT

In 1999, nearly 16 billion was collected for children by the child support enforcement
program, an increase of 10 percent from 1998, and double the amount collected in 1992; the
Sfederal government collected a record $1.3 billion in overdue child support from federal tax
refunds alone. A new program to match delinquent parents with financial records found nearly
900,000 accounts since August 1999 with a total valuc of about $3 billion. Nearly 1.5 million
men acknowledged paternity in 1998, an increase of 12 percent in one year alone and three times
as many as in 1992, The Passport Denial Program has collected more than $4 million in lump
sum child supporl payments, and is currently denying 30 to 40 passports to delinquent parents
per day in an effort to collect financial support for their children.

Of the $3 billion authorized under the Depariment of Labor's WtW program, about $350
million has been invested in projects to help unemployed or underemployed non-custodial
parents find and keep jobs and increase their earnings. In addition, some States, including
California and Idaho, use TANF funds for services to this population. The Clinton-Gore
Administration’s FY 2001 budget proposes $255 million for the first year of a new “Fathers
Work/Families Win” initiative to promote responsible fatherhood and support working families,
critical next steps in reforming welfare and reducing child poverty. These competitive grants
will help at least 40,000 low-income fathers and 40,000 low-income working families work and



support their children.
‘TRIBAL TANF

By September 1999, Tribal TANF programs were serving approximately four thousand
Jamilies per month. About 40,000 American Indian families were also served by State
governments in Fiscal Year 1999. Some Tribes also operate Native Employment Works (NEW)
programs either independently or in conjunction with their TANF programs. Currently, there are
24 approved Tribal TANF plans, with some of themn from multi-Tribe consortia,

CHILD CARE

In FY 1999, States transferred a total of $2.43 billion of Federal funds from the TANF -
program to the Child Care Development Fund (CCDF), which is nearly triple the $914 million
transferred in all of FY 1998, In addition, direct State spending through the TANF program on
child care services totaled $1.98 mlljen—TiEcombined amount from transfers and direct TANF
program spending on child care wds $4.41 billion/ Eleven percent of FY 1999 TANF funds were
transferred to the child care block gras

Despite our investments in child care (including an additional 34 billion over 6 years for child
care in the welfare reform law), there is still a large unmeft need. Recent data show that States
across the country are serving only a small percentage of eligible families and report extensive
waiting lists and unmet need. Access to Child Care for Low-Income Working Families, a study
issued by HHS in October 1999, indicates that in an average month in FY 1998, only 10% of the
14.8 million children eligible for child care subsidies under Federal regulations received such
assistance through the Child Care Development Fund. One analysis, Child Care After Leaving

/ Welfare: Early Evidence from State Studies, finds that 50 to 70% of families who have left
welfare are now working, but that only about 30% are receiving assistance in paying for child
care. '

RESEARCH AGENDA

HHS is committed to ensuring that the nation has the answers to major questions regarding
welfare reform. These questions can only be answered through rigorous and systematic studies.
HHS’s welfare reform research agenda has two broad goals: to increase the probability of
success of welfare reform by providing timely, reliable data to inform policy and program
design, especially at the State and local level where decision making has devolved; and to inform
the nation of policies chosen and their effects on children, families, communities and social well-
being.
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’ %By PETER T. KELBORN

LANSING, Mich,, Aprit § — Law-
makers here and in many other
states, now in the throes of writing
their budget_s for the 200] fiscal year,
are witnessing the biggest of six con-
secutive years of rising revenues,
inspiring inventive new ways 1o
spend money and wave upon wave of
tax reductions.

States are collecting revenues

“from the taxes on surging industries,

filly empleyed work forces, stock
market gains and this year, for the
first time, from a two-decade-long,

. 3246 billion windfall from the settle-

ment of their suit against the tobacco
industry.

""The states are averflowing with
money i spending a lot of money,™
said Stepnon Maocre, an veuncinist at
the conservative Cate Institute in
Washington. ' You are startng to see
~ among Republican governars, by
the way - budget increases of 6,7, 8
percent a year. States are continuing
to cut taxes, too. But the money is
cnmmg in so fast they haven't kept
pace.” .

Gary §. Olson, director of Mlchl-
gan's nonpartisan Senate Fiscal
Agency, which (racks the state's fi-
nances, said: :*This is sort of an ideai
situation. Michigan had never been
able to reduce taxes and raise spend-
ing at the same time. I've worked in
the Legislature since 1978, and clear-

’ ly. thesc are the best times I've ever

‘sern.”

Because of the pecuharmes of
their taxation systems or their econ-
omies, a few states, like Wyoming,
lowa, Kansas, Tennessee and New
Hampshire; are not reaping much of
this harvest. But most are. New
York, California, Texas, Maryland,
Mmnesota, Indiana, Washington,
Pennsy!vania and Michigan have
beén amassing annual surpluses ex-

. ceeding $1 hillion, typically repre-

senting hundreds of idle tax doilars
collectad from each of their citizens.

The surpluses have fed to new
spending plans and’ an-array of tax
cuts. In Maine, Gov. Angus King, an
independeni, would give a laptop

computer to every seventh grader.

Gov. Parris N. Glendening of Mary.
land, a Democrat, would buy text-
boaks for students in the state’s 500
private schools. In the fall, Gov. Tom
Ridge of Pennsylvania, a Republi-
can, will send the state’s 3.3 million
homeowners a tax rebate check of
£100.

Sorne states are cutting sales tax-
es on food and clothes and property
taxes on automobiles. Gov. Jesse
Yentura of Minnesota, an independ-
ernit, has handed 1axpayers §1.3 billion
in sales tax rebates. In January, Goyv.

ino effoct tax breaks far adoptions
and culiege nunon In New ferk,
Gov. Grorge E_ Pataki's iop pnority

'series of happy surprises,”

Wi

-is Jopping 512:1 hillion [rom 1he

state's dept, saving laxpavers the

. cost of carrying it but incurring the

wrath of Democratic legislators and
many Republicans who want more
tax cuts and spending,
In his new budget,
Engler of Michigan is dipping into
the state's 1obacco settlement money
far $83 million to give $2,300 college

scholarships to students who pass a

state achievement test. He proposes

Gov. John. -

awarding $1.000 bonuses to the staff”

members of - high-performing
scheols, from principals to janitors.
He is creating a virtual high school
for students (o take advanced
courses unavailable in rural areas
through the Internet. And he plans to
give 01l 80,000 public school teachers
laptop computers.

- Lawmakers are begmmng 1o call
their surpluses ““structural,” pres-
perity’'s antithesis to the structural
defcits of much of the 1900°s, By law,
states, unlike the federal govern-
ment, must erase one year's deficit
the next year with spending cuts or
tax increases. The serial surpluses of

the 1990's and 2000 let them build

reserves to tide them over In a mod-
erare recession without touchmg pro-
grams and taxes.

But in choosing where to dlspense'
Democratic .

proesperity's  bounty,
leaders in the states, most af which

have Republican governors, say the °

big beneficiaries are businesses and
the rich. “There is'a percentage of
our citizenry,” said State Senator
Aimn Wheeler, Democrat of Ann Ar-
bor, Mich., “that is not having its
boat floated by this economy.”
State  Representative  Huben
Price, a ‘Democrat from Pontiac,
Mich. calculates that a family of
three wiath Michigan's median in-
come of $40.000 will save $1.26 a week
fram a recent cut in the income tax
rate to 4.2 percent from 4.4 percent.
'] haven’t bad any constituents walk
up to e 1n the grocery store and
say, ‘Thank you,” " Mr. Price said.
And public policy analysts say the
prudence that states showed in the
mMid-1990'¢ in setting aside rainy day
funds to weather recessions has be-
gun to wane. *'Untii now, it's been a
. said Iris
Lav, an economist and expert on

Rising revenues
allow states to cut
taxes and raise
spending.

et and Policy Priorities in Washing-
ton. “Lvery year, revenues come in
higher than forecast.” :

But she said three and four years

- A Resurgent Mtchzgﬂn Leaa’s Newly Flush S"ates

of lowered tax rates and rising
‘spending were consuming a larger
part of the rising revenues, reducing
the surpluses and resources set aside
for recessions. The National Confer-
ence of State Legislatures in Denver
reports that reserves have dropped
to $30 billion this year from £37.5
biliion last year.

Some of the tax cuts, espec:all v the
rebates, are one-time events, said
Mandy Rafool, a senior policy ana-
lyst at the conference. ‘They're try-
ing to give the money back but play it
safe.” she said, And 10 avoid the one-
yvear jolt of sharp tax-rate redic-
tions, many legislatures favor small,
phaseqd -reductions like Michigan’s
23-year elimination of a tax on busi.
ness. In that wav, she said, they
avoid the political repercussions of
raising taxes t¢ cope with recessions,

‘No state has gained imore from
prosperity and surpluses than Michi-
gan, where the cities of Flint, Ponti-
ac, Benton Harbor and Detroit
formed the downtrodden core of a
region that economists called the
rust belt. For decades, Michigan and
West Virginia shared the nation’s
highest unemplayment rates, ofien:
exceeding 10 percent.

In February, however, Michigan’s
unemployment rate was a mere 2.7
percent, one of the nation’s lowest,
the state’s lowest in at least 30 years
and well below the national rate of
4.) percent. Automobile workers are

. working overtime and earning an

average of $60,000 a year. On top of
that, they are collecting $8,000 and
$10.000 annual bonuses — all taxable
income that feeds the surpius.

Such umanticipated tides of reve.
nue are pouring into the state treas-
ury at a rate of $2 million more a day
than the governor's economists pre-
dicted just a year aso and hundreds’
of chousands of dollars a day above
their predictions as recently as Janu-
ary, when Gavernor Engler sub
mitted his budget.

The governor was first elecied 10
years ago as a tightfisted, tax-cutting
erime-fighter, and has cracked down
oh parole and young offenders.

; Crime is down, as it is in the rest of
" the country, but prison terms have

|
!

‘siate bnance at the Center for Budg- -
Bob Taft of Ohio. a Republican, put

stretched, and the prison population

has doubled during his tenure. to

40,009. .
By the end of next year, Governor

Vo
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PERU VOTERS GIVE
PRESIDENT A SHOCK;
A RUNOFF 1§ LIKELY

THE RACE IS VERY CLOSE

Challenger Is Rided by Reports
.of Fraud and Unhappiness
Over Nation's Economy

% By CLIFFORD KRAUSS

LIMA, Peru, April ¢ — President
Alberto K. Fujimori appeared to fall
short of a first-round re-election vic-
tory today-in a vote hetly contested
by Alejandro Toledn, a’ buslness
school professor from humbde roots
who immediately- charged that the
Buvernment was (Tying tu steal the
election.

Standing united with al} skx of the
other opposition candidates who
vowed o fight any attempt at fraud,
Mr. Toledo said, *'1 can assure vou,
someane tries to block the will of the
people, I guarantee that 1 will be in
the SITEL(S in two minutes, ™

Dressed in faded jeans and a green
work shirt with 2 red bandana
around his head, he added, “}'m an
Indian rebel with o cause." .

Mr. Toleds made his charges as
tens of thousands of his supportiers
gathered in downtown Lima and af-
ter a campaign riddied by irregular.
ities, dirty tricks ang smear. tactics
that crippled Mr. Funmorls ather
appanents. .

The Presidem had been almnst
uniformly viewed as a sure winner,
but a papular and internatienal otit-

. ¢ry aver what appeared to be p grow-

ng and, SYSLMATIC atempt (o steal

 the voie peeled suppart from: the

| president at'ap accelerating rate in

' zhedlmal 10 days of the race, pollsters
s

Mr. Fujireri is seeking an unprec-
edented third term after a tumiliu-
ous decade in which he defeated two
terrorist insurrecitons and ended
years of Myperintlation in this Ande.
an courtry of 26 millien people. Bul
hir Toledo managed (o capitalize on
the disalfection the campaijgn had
ereated, ay well’ as anhappiness over
the econgmy and Ehﬁ appeal of bis °
owr personal’ SIOTY' 28 '@ one-time
shoeshine boy who rase from poverry
n o family of 16 children.

A tompiete counr will not be an-
nounced for at teast 48 hours. Bul

survevs of volers Jeaving the polls
showed 43.2 percent for Mr. Toleda to
436 percent tor Mr. Fujimori, with g
margin of error o up Lo tive percenl.
A candidate needs (o wirt more than
50 percent of the vore to avoid a
runoH, which must be hcld by the
first week of June.

Bul in what some jnternational
election roomiters considered o wors
risome indication of possikle frowd.
samples of vole tally sheets mam-
tored by private polling groups pave
Mr. Fujimor:s a lead of up 1o six
poIngs, but §ill not enough to avad a
runofl,

were reports of ather dem-
onstrarmns around the country in
nppusumn 0 reporis of fraud, and
crowds gathered in Lima wmghr
cnamed *Democracy si, aulhomarv
fanism ne!"’

Mr. Fujimerni had ne immediate
public commenis. As the night pro-
gressed, severai television netwarks
whose owmers are allied with the
president strangely switched off
their clection coverage and began
airing movies and light entertain
ment shows.

The chance of a runoft was pri-
vately viewed by the Clinton admin-
istration and the Organization of
American Stares a5 the best possible
outcome to assure the political
standing and economic stability of a
country that has been a key Amerl-
can alty in combating the drug trade
in Latin America.

Fears of o fraudulent victory by
Mr. Fujimori, loreign diplomats here
sad this week, apened the possibilizy
that the Qrganizaticn of American
Siates would rule that the election
had not met international standards
and would withdraw receghition of
the Lima government.

"We azré very concerned right
now." said Eduardo Stein, a former
Guatemalan foreign minister who is
head of the Organization of Amerl
can Staies ohservation team. " There
is an unexplainable delay in the mov-
ing of the voting sheet tatuiations to
the computer centers,”” where they
are counted.

There were repons ot electoral
computer glitches and at Jeast spo-
radic vote fraud from across the
country hroughout the day, includ.
ing Instances of convicts voting, bal-
lots fliled in belore they were given
1o vOters and people voting with faise
documentsation, presumably 10 east
their ballots more than ance.

Most common were reparts of bal-
lots distributed with the name of Mr.
Taledo, the leading apposition candic
date, cut from ¥oling shests.

“There is outrageous fraud teing
committed,” Mr. Toleds declared on
a natienal radie network when he

woled at midday. He 3aid eleciora)
authorsties were confiscating and
hiding evidence ol fraudulent bal:ots
alter complaints had been filed, add-
ing, "1 piead that they siop dirtying
this process.”

A centnist, Mr, Toledo campaigned

promising to strengthen local gov-
ernment, make the coutt sysiem in-
dependent of pmsldemml infleence
and use 1ax incentives 1o bolster ag-
ricultural indusirtes ms a way (o
increase exports and creare jobs.
" With his strong Indian tacial fea-
tures, Mr. Toledo was eble to lap inta
the Jarge yrban population of mesti
za5, as peopie of mixed [Indian-Span-
ish race are known. and offer himself
asan example of what a peor son ot a
“hricklayer and tish saleswoman can
do with"an edueation.

Several television networks broad-
cast the resulis, as well as exit pe'is
showing that Mr. Fujumori had los:
comrol of Congress. Mr. Fujimon’s
coahition, Peru 2000, won the larges!
block of congressianal vores, bat twu-
firds of the seats will be divided
among = veril NPPoSLIon groups.

Boitr indicaled that President Fu-
pmott e anle *o €ling to most of his

ruras Inds:s v hase with a cam-

pngr it mrapyaed (0 conlinue
tQUEh policies thal wouls prevent fu-
tuFe [errevism and a brusdening of

milk and cereal handours o ease
hunger in Andean viliages.

He had also promised to extend
lunch oragrams and compuier ciass-
es 10 schools across the country and
build meore roads connedting the pro-
vinctal hinterlands, while he handed
out hundreds of thousands of tand
titles to landless peasants.

M#. Fujimori sametimes appearad
to be o reluctant candidate who was
pusked into the race by eager aides
— especially his intelligence chef,
V0adimiro Montesines — who are
concerned about losing their jobs or
future prosecution {or corruption. He
campaigned in earnest with only two
weeks ieft betore the vote, and oflen
appeared to be going through the
motions. )

in the last days of the campaign,
however, Mt Fujimori appeared (0
be ammated again. He donned Indian
costumes and danced on platferms
across the countey. The pace of his
rallies — held some days gt desert
oities alortg the coast and high alii-
tude provincial capitals within hours
— armazed even his supporters.

KHe 3o began airing an elective
Parrage of television ard radio come
rercials argung ik mew thai be
had deizated terronism and hyper-
inflation and made peace with neigh-
boring Ecuador, he was ready (o roll
up his sleeves and attack the probs
lem of unemployment.

But Mr Fujimorl was dogzed by n
scandal amply documenied by (he
newspaper K1 Comercio jnvolving
campaign workers who forged one
million signarures to get him on the
baliot. The maunting evidence forced
several election officials and con-
gressional candidates allied with dir.
Fujimeri 1o resign, and gave the im-
pression that the president had lost
control over what was ance thought
ta be a well-ailed patitical machine.

He was also hurt by steady crifi-
cism Lhat he had replaced judges and
manipulated the Congress in order 1o
run for an unpréecedented third live-
year term despile a conshitutional
barn.

n the finat days of the campaign,
the Drganization of American States
uhserver teant rejeased a report ox-
fressing ¢onceMs that sysiematic
campaign rreguiarities nad “imped-
ed the ¢ttizenry from having the con-
fidence that sulficient conditions ex-
ist for the exercise of eflective de-
mocragy.”

Mr. Toledo, a tormer World Bank

1 official with a Stanford doctarare and
A Belgian-born natoralized Ameri-
can wife, was the surprise of the
electinn, After cunning a peor third in
the 1905 presideniial election, he was
not expected 1o be a threat Lhis year.

But Mr. Toledo surged dramatical
Iy in the tast {ive weeks of the cam-
paign after the candidacies of twa
other candidates were destroved by
a senes of vicipus personal attack
rampaIgns appearing in the leading
wlevision  networks and  tabloid
nuew sapers that were behieved 1o be
dirgct~d by Mr. Fupmori's intetli-
BENC. SEIViCe,

In the tast Two weeks of the cam-
pagn, the smears were dicected ac
Mr. Tolede. bul pollsters said thev
did oo seern to have the same im-
pact, “The demolition machine just
ran oyl of steam,” said Santiago Po-
dragtio. a palitical eclumnist for the
dualy Gestion,
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In Man-Rich Silicon Valley,
It Seems Like Strikeout.com

P\

PALO ALTO, Calif, April 6 — It
was getting (oo late to meel a geek,

The crowd at Nola's bar, six deep
with techies not an hour before, had
thinned to tittle clusters of buddies
fixated on the Sports Channel. Deb-
bie Giacomso and her three friends,
perched on too-tall stools arcund a
table, felt wasted, and not from their
warm Anchor Steam pale ales.

“What are we doing here alone?”
said Ms. Giacomo, a 3l-year-old

third-grade teacher in nearby Hay-

ward, surveying the remaining,
idling men, “We're young. We're
cute. We're available. S0 what are we

_ doing here alone?” ‘

" A good question. This, after ail is
the heart of the heart of man coun-
try, one of the few places in the
Western Hemisphere where men

outnumber wamen.

Pala Alto, arguably. the center ol
the Silicon Valley universe, has a
whopping 36 percent more men than
women. Sometimes, the troops of

men  strolling around downtown

make [t seem as if a Boy Scout

reunion is in town. And since this is

also the land of the best educated,

highest paid workers in the world,

minting 64 new millionaires a day,
single women in search of smart,
successful men should be having a
bali.

But the valley is a weird world,
unto kself. In this sphere, techies
take their dogs, birds and pajamas to
work, and being too busy fot any-
thing but becoming the next MOP
{millionaire on paper) is as crucial
to fitting in as Palm organizers and
T-shirts.

Matchmakers say the dating scene

is probably worse than anywhere, On
Friday nights, Fry's Electronics, the
techie haven here, is more packed
with single men than the trendy bars,
which tend to fill with Stanford Uni-
versity' students. S0 while the geek
glut has spawned an industry of
matchmakers and image consulr-
. ants -~ those who teach men things

like how long their pasts ‘should be
and how 1o say helle — finding ro-

“mance is harder than {inding a house -

here for under half a miilion dollars,
“IU's pretty brutal,”” said Julie Paiva,
president of Table for Six Total Ad-
ventures and Entertainmerit, a meet-
ing service and social ¢lub that be-
gan in San Francisca in 1997 and

. branched out to Silicon Valley's

Mountain View last fall.
“A lot of people don't have a lot of
time,” Ms. Paiva said. “There's a lot

of stress on their lives. It's very, very

competitive. Everyone is worried
that the cther guy is moving faster.
I've never seen such competitive
people in my life.”

No one, if the anecdota! evidence
gathered from single men and wom-
en in bars and on the street can be
trusted, is happy Everyone com-
plains. The men complain that the
women are oo few and 100 hard to
get; the women, that the men don't
bother with them ar even know how

1o 1ry.

By EVELYN NIEVES

"Wherever you go, t.he ratio iz five
to one, men t¢ women,'' said Jim
Aronson, -a 3(0-yearold sales repre-
sentative for a semiconductor com-
pany in San Jose, as he crankilv
surveyed the scene in Nola's the oth-
er night. Actually, the ratio looked
mare like 60-40, but all he could see,
he said, were “guys and more

. guys'n

“The girls know they have the pick

-of the litter,” Mr. Araonson said, “And

there's a lot of gold diggers out there. -
They come around just 10 play 'Who

- Wants to Meet a Millionaire.*

Indeed, an urban legend is prowing

in Silicon Valley about women flock- -

ing here in search of geek gods with
all the right assets, a4 least on paper,
But like Big Foot, such tales, told by
disgruntled single men_ are hard 1o
prove. At Nola's, the women come
from only as far as other parts of
Silicon Valley, same as the men.
Danette Austin, a 33-year-nld kinder-
garten teacher in Campbell, next

“door to San Jose, was not even sure

the hype about a guy glut was true.

“They say that the ratio is $o good
here,” Ms. Austin said. ''But the good
guys that are available don't come
out of their cubicles.”

- Of course, she said, a bar has nev. .

er been the ideal way to meet a mate,

or even a date. "1 had one good °

relationship come put of meeting
someone at a bat,” she said, “But §
don’t know .where 10 meet aryone
any more. I work really hard, really

leng hours, ang I'm really busy. ['ve
gone years without $eeing someone
or having a date. It's crazy.”

It is not as If opportunities to meot
The One, or The One in the Mean-
time, are lacking. 1t is hard to read a
newspaper without coming acruss
advertisements for yet another dai-

. ing service. Consultants like Jama -

Clark in San Francisco, who offers a
six-week course on ''The Art of Meel-
g Women,” are busier than some
stock-optioned CE.O.'s. (One of her
tips: *The first garekeeper to sexual
attraction is the way you 100k."")
A then there are the parties.
Lots and lots-of parties, It is becom-
ing a tradition for every new start-up
10 hold a party in San Franosco,

usually with an apen bar and epen
door. Indeed, ‘one Web she,
www.sfgirt com, which lists every
techie party in town, often lists two
or three on the same night.

The dot camaraderie is as thick as
the sweaty, crushed crowds af these
events, But the action at such parties
is all abowt networking, not dating,
the regulars say. Dates, when made,
tend to be lavish: at the most expen-
sive restaurants, or on yachts, across
borders on private planes, even
across the ocean. But dates seem to
be the exception. -

" Larry Gioffree, a 31-year-0d sajes
representative for computer hard-
ware and sofltware to dentists said

neither he nor s friends had ever

mel women they misht date. "The
‘ratio is not pood,”” Mr. Giolfree said.
“ltravel alot and wherever 1 go, it's
quite different. Plus the women are
Quite stuck-up here."

It danmg is bad for most singles
here, it is'even worse lor those who
happen not to fit the prevailing dem-

“ographics ~ white and young, be-
tween 22 and 35. Maxeau Mercier, a
30-year-old systems engineer from

Montreal, who is black, had

» i L]
very dry dating speli since mo_
Sunnyvaie three years ago.

"} wark 30 to 70 hours a weck

anyway,” Mr. Mercier said, waich-

ing three women semisurrounded by .

a dozen men at Q's, another popular
gathering spot i1 downtown Palo

‘Altg. There are few women in his

company, he said, and so the corpo-
rate gym and the corporate cafeleria
and the corporate water cooler arc
out. And so are clubs, he said.

“| don't ever see a girl here that
I'm artracted to,” he said. “'So |
think, *What's the point?" When you
meet them, and you tell them what
vou do, they assume rigm away that
you make a jot of money."

In another world, say, the Upper
West Side of Manhattan, which is
heavy with single women, Craig
Newmark, a A47-year-old self-de-
scribed “‘George Costanza, formerly

- ¢lassie neyd type,” would be a catéh.

Mr. Newmark, founder and chicf
executive of a popular community
service Web site in San Francisco,
www.craigslist.com, is witty (asked
the contents of his refrigerator, he

says, "'Don't ask, don't tell”), civic-

- minded (his Web site is partly non-

profit) and utterly available ¢(“I'm
open to all possibilities"),

Though listed on the Web site
‘www.women.com as one of Silicon
Valley's 10 most eligible bachelors,
Mr. Newmark has had little action in
the date department. The anly eligi-
ble bacheloy on the site who is over
40, and overweight, he has received
abour two dozen e-mail messages
over several weeks and has oan-
swered every one. But only one
“turned into a date — a first and last
daze.

“Online chemistry, even voice," he
said, "often does not translate into
physical chemistry.”

Ms. Paiva of Table for Six Total .

Adventures and Entertainment,
which arranges dinner dates with

- three women and three men with

similar interests, said one of*the big
prablems in Silicon Valley these days
was that the wornen were tog picky.

I think it's kind of unfair what
they're saying about the men — that
they're geeks who don't have social
graces,” she said. "'I think the ideal
man is still the Harrisen Forgd-Indi-
ana Jones type. The women will say,
‘I don't want to meet anyone who is
_bald.’ Well, that bald man might be
their soul mate.”

She added: “I've beeri a refation-
ship coach 10 years and !'ve never
seen things so bad. The misunder-
standing between the sexes is tre-
mendous. The women ate very tough
on the men. They're constantly find-
ing reasons to not like them. And the
men, who are some of the nicest guys
"in the world, think that women just
don’'t want nice guys.”

Aétually, the women think there
are not too many nice guys around,
and vice versa.

Al Nola's, one of Danetie Austin's
friends, Katie (whe wanted only her
first name used), decided 10 test her

“theary that men just want to brag
about how much they make. She
pomntad 1o a clean-cut, well-pressed
young man of about her age, 26.

*Just watch,' she said. “*]'m going

over to that guy and in five minutes

I'li telt vou what he makes.”

Five minutes later, she was back.
“A hundred thou,” she saigd with a
shrug. **In sales. He said he'll do a lot

* better next year,"

She didn't hear what the gentle-
man, Bob Cruz of San Jase, said
about her afterward. "'A pure gold
digger.” Mr. Cru2z summed vp. ' Just
like most of them "
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In Man-Rich Silicon Valley,
It Seems Like Strikeout.com

M

PALO ALTO, Calil, April § —
wis gerting too late 1o meet a geek.
The ceowd al Nola's bar, six deep
with techies not an hour before, Rad
thineed to little clusters of buddies
-fixated on the Spotts Channel Deb-
bie Giacomo and her three [riends,
perched on too-tall stoals arcund a
table, {elt wasted, and net from their
warm Anchar Steam pate ales.
“What are we doing here alone?"
said Ms. Giacomo, a 3l-year<ld
third-grade teacher in nearby Hay-
ward, surveying the remaining,
idling men. "We're young. We're
cure, We're avatiable. So what are we
doing here ajone?”
A good guestion. This. after all, is
the heart of the heart of man coun-

try. one of the few piaces in the

Westarn - Hemisphere where men

outHumber women,

Falo Alto, atguably the cemer of
Lhe Sidicon -Valley universe, has a
whepping 36 percent more men than
women, Somatimes, the troops of
men strojling  aroind | downtown
make Kt seem as W a Boy Scout
reunion i5 in own, And since this IS
also the lend of the best educated,
highest paid workers tn e weorid,
minting 64 pew -millicnaires a day,
single women in search of smar,
::ccesslul men should be having a

1. '

Bul the valley ts a weird wotld,
unte itself. In this sphere, techies
[oke their dogs, birds and pajamas to
work, and being we busy for any-
thing but beceming the next MOP
{miltionaire on paper) ls as croial
to fitting in as Palm arganizers and
T-shirts.

Maichmakers say the daiing scene
is probably worse Lthan arywhere, On
Friday nights, Fry's Electronics, the
techie haven here, is ‘more packed
with single men than the irendy bars,
which tend to fill with Starferd Uni-
versity students. S0 while the geek
plut has spawned an indusiry of
matchmakers and image consuh.
anis — those who teach men things

like hew long their pants sheuld be
and how ro say hello — Nindwing ro-
IMance is harder than finding o house
here for under half a millicn dellars,
S0 prewy broral,” said Jutie Paiva,
president of Table for Six Total ad-
verntires and Enlertainmernt, a meet-
tng service and secial club that be
gan n San Prancisco in 1997 and
branched out 10 Silicon Valkey's
Mountain View Jast fall.

A lot of people don't have a lo1 of
time,” Ms. Pawva said. " There’s a lot
ol siress on their lives. {t's very, very
tompenive, Everyone is warried
that the other guy is moving faster.
I've never seen such competitive
people in my Life."

Ma eng, il the anecdotal evidence
gathered from single men and wom-
ef n bars and on the sirecl can be
[rutled, is happy. Everyong com-
piains. The men tomplain shat the
womnen are too few and 100 hard to
Bel: the wamen, that the men don’
bother with them or evens know how
o try.

By EVELYN NIEVES

“Wherever you po. the ratio is five
10 one, men To women,” said Jim
Aronson, p J0-year-old sales ropre-
sentative for a semiconductor com.
pany in San Jose, as he crankily
surveyed the scene 1n Nola's the oth.
er night. Actually, the raiie looked
more |ike 60-40. but 21l he could see,
he sald, were *“guys, and mare
Buys."

"The girls knew they have the pick
of the ltter,” Mr.Aronzon said *'And
there's 2 Yot of gold diggers cut there.
They come around just to play "Who
Wanls 10 Meet a Millienaire.” "

Tndeed, &n urban legend 15 growing

in Silicon Valiey about women Hock- |

ing here in search gf geek gods with
all the right assets, at least on paper.
But like Big Foot, such tales, reld by
disgruntled single men, are hard to

- prave. At Mela's, the women come

{ram only as far as other parts of
Silicen Valley, same as the men
Danette Austin, a 33-year-old kinder-
BATIED teéacher i Campbel, next
door 1o 5an Jose, wai not even sure
the hype abut a guy glut was true.

“They soy that the ratio is sp good
here,” Ms. Austinsaid, "' But the good
guys that 3re available den't come
out of their cubicles.”

Of course, she sald, a bar has nev- .

er been the ideal way to meet a mare,
or even a date. "l had pne good
retatienship come out of meeling
S0neone at a bar,” she said. “fur |
don't know where to meet anyone
any more. §¥ work reafly herd, really

long hours, and I'm really busy. I've .

gane years without seeing someone
or having a date. It's crazy."”

1t is not as if opportunities to mect
The One, or The One in the Mzan.
tirme, are backing. 1t is havd to read a
newspaper withowt coming acruss
advertisements for yet angther dat-

. ing service. Consultams lixe Jama
" Cark in 5an Franciseo, who offers a

six-week course on “The Art of Meet-
g Women,” are busier than some
stock-optioned C.E.Q.'s. (One of her
ips: "The fitst gatekespoer to sexual
atrraclion is the way vou look,™)
And then there arc the parties.
Lots and lots of parties. 11 is becom-
WK a8 tradition for every new srart-up
1o hoid a party in San Francisco,

usually with an open bar and open
door.  Indeed, . cne  Web  site,
www. sigirleom. which lists every
techie party in town, ofien lists twe
or three on (he same night.

The dot camaraderie is as thick as
the swedty, trushed crowds at these
events. Bul the action at such patties
is afl zbout newworking, not dating,
the regulars say. Daies, when made,
tend to be lavigh: at the most expen.
Sive restaurants, or ofi yachls, across
borders on privale planes, even
across the ocean. But 'daies seem 1o

" be the exceprion,

Larry Gwiiree, a J1-year-ld sules
représéntative for cemputer hard-
wafe and software 1@ dentists spid
neither be nor his friends had ever
met women they might date. *The
ratio 1s not good,” Mr. Gioffree said

" “liravel a lot and wherever ! go. il's
quite dificrent, Plus the wamen are
Quite stuck-ug here.™

M daung 13 bad far most singles
here, 1t 13 even worse for those who
rappen nat 1o it the prevalling dem-
9graphits — white and young, bee
tween 22 and 3%, Maxeau Mcrcier, a
J0-year-otd systems engineer {rom

SAules a3 VMR, BAW L

very dry dating spell since moving,
Sunuyvae wree years ago.

"1 work Mt to T hours a week
anvway.,” Mr. Mercier said, watch-
ing three women semisurrounded by
a duzen men at s, another popular
gathering spot in downtown Palo
Alw. There are [ew women in his
company, he said, and 50 the corpo-
rale gym and the corporate sateteria
and the eorporate water cooler arg
wut. And so are clubsg, he said,

"1 uon't ever see a girl here that
I'm attracted o, he sald. “So |
think, ‘Whal's the point? When you
meet them, and you tell them what
you do, they assume right away that
you-make a lot of money”

tn another world, say, the Upper
Wesl Sile of Manhaitan, which 1s
beavy with single women, Craig
Newmark, a  47-year-oid self-de.
seribed “George Costanza, formerly
classic nerd type,'’ would be a catch,

Mr. Newmark, founder and chief
executive of a popular communily
service Web site in San Francisce,
www.craigsilst.com, is wilty (asked
the coments of his refrigerator, he

says, “Don’l ask, don't el cide.
minded (his Web site is partly non-
profity and ytterly available (“'l'm
open ta all pogsibilities'.

Though listed on the Web site
www.womencom as one of Silicon
Valiey's 10 most eligible bachelyrs,
Mr. Newmark has had littie action i
the dzie department. Yhe only elgl-
ble bachelor on the site who is over
40, and overweight, he has received
ahout wwo dezen e-mai!l messages
aver several weeks and bhas ane
swered every one. Bul only ofe
turned into a date = a first and last
date.

{nline chemistry, aven voice."” he
said, "“often does not translate intg
physical chemisiry ™

Ms. Paiva of Table for Six Tewad
Adventures and  Entertainment,
whith arranges dinner dawes with
three women and three men with
sitnilar interests, said one of the big
problems in Silicon Valiey these days
was that the women were too picky.

"'l think ft's kind of unfair what
they're saying abouti the men — jhat
they're geeks who don’t have socia}
graces,” she gaid, *'I think the ideal
mas is still the Harrison Ford-indi-
ana Jenes type. The women will say, -
‘t don't wam to meet anyone who is
bald." Well, that bald man might be
their soul mate."”

She added: "I've been a retatign-
ship ceach 1) years and F've never
seen 1hings so bad. The misunder-
standing beiween the sexes IS 1re
mendous. The women are very iough
on the men. They're ¢onstantly find-
ing reasens 1o not ke them. And the
men, who are'sgme of the NCes guys
in the worid, tunk that women just
-don't want nice guys.”

Actually, the women think there
are not 100 many pice guys araund,
ang vice versa,

Al Nola's, one of Danette Austin's
friends, Katie (whe wanled onty her
first name vsed), decided 10 Lest her
theary thal men just want @ brag
gboul how much they make. She
powred 10 A cleanut. well-pressed
yourlg man of about her age, 6.

“Just waich.” she said. " 1'm goinz

- over to that guv and m fHive minuies

11 et you what he makes ™

Five munytes later, she was back,
A hundred thoy,” she said wuh a
shrug, "in sajes. He saldhe'lido alot
Jetter next year,”

She didn't hear what the gentle-
man, Bob Cruz of San Jpse, said
about her afterward "A pure gold
digger,”” Mr. Cruz surnmed up. “'Jusl
Aike most of them.”
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"_A.ccess to Child Care for Low-Income Working Fa_milies

Execu'ltive Summary

’

Out of necessity or choice, mothers are working outside the home in greater numbers than ever
before. In 1996, three out of four mothers with children between 6 and 17 were in the labor force,
compared to one in four in 1963. Two-thirds of mothers with children under six now work.
Reliable, high-quality child care is critical to these mothers’ productivity at work, as well as to
their children’s health and intellectual development.

With the unemployment rate at 4.2 percent, a 30-year low, many employers are having difficulty
finding the workers they need. Women are expected to make up over 60 percent of new entrants
to the labor force between 1994 and 2005. Welfare reform makes it likely that the demand for
quatity child care will be even greater in the future. Unfertunately, the cost of child care 1s often
heyond the means of low and moderate-income working families, including those that have never -
been on welfare.

The Child Care and Development Fund (CCDF) is the major source of Federal child care
assistance for low and moderate-income families. The program provides funding to states for
subsidizing care of the parent’s choice, whether in a family child care home, with a relative, or in
a child care center.

This report provides new information on the number of children receiving subsidies through the
CCDF in fiscal year 1998 and on the number of children eligible for assistance, by state.’
Nationally, in an average month in 1998, only 1.5 million of the 9.9 million low and moderate-
incomne children eligible for CCDF assistance actually received help through the program just
15 percent of eligible chitdren. :

The gap between eligibility and receipt of services would be greater if states had chosen to define
the eligible population to include all of the low and moderate~income working families that are
potentially eligible under Federal law. If all states set eligibility limits at the maximum levels
allowed under Federal law - 83 percent of state median income - an estimated 14.7 million
children would have been eligible for subsidies in fiscal year 1998, of whom only 10 percent
were served.

The percentage of children eligible under state limits who are served with CCDF funds varies
across states. About one-fifth (9) of all states are serving less than 10 percent of the eligible
children, three-fifths (31 states) are serving between 10 and 235 percent of eligible children, and
one-fifth {11 states) are serving 25.percent or more of the eligible population. Differences in state
definitions of the eligible population explain some of this variation, which is also caused by '
differences in funding amounts, local child care costs, reimbursement rates, co-payment policies,
and the number of low and moderate-income working parents in each state. If all states expanded
eligibility to the Federal maximuwun limits, over half the states (27 states) would be serving less
than 10 percent of eligible children, with the remaining half (24 states) serving between 10 and 25
percent of eligible children.

The CCDF Program. The Child Care and Development Fund (CCDF) is a Federal-state program
which enables states to subsidize the ¢hild care expenses of low and moderate-income families,
The Personal Responsibility and Work Oppertunity Reconciliation Act (P.L.. 104-193)
consolidated most Federal child care funding, thereby allowing states to serve families through a




single integrated child care system. States have tremendous flexibility to design policies and
define eligibility guidelines, service priorities, provider payment rates, and family co-payment
amourts, in conformance with broad parameters specified under Federal law,

NOTE: The Child Care and Development Block Grant (CCDBG) Act provides discretionary
funding for child care assistance. PRWORA consolidated mandatory child care funding under
the Social Security Act and applied the CCDBG Act rules to these mandatory dollars. The term
“CCDF” refers to the combination of the CCDBG discretionary funds and the Social Security Act
mandatory funds, both of which are subject to the provisions of the CCDBG Act.

Large numbers of ¢hildren remain 'unservec.i despite the fact that states drew down all available
Federal mandatory CCDF fundmg in 1998 and transferred $636 million in Federal TANF dollars
to CCDF programs.

In all, states in FY 1998 spent $3.5 billion in Federal mandatory and discretionary funds
(including dollars transferred from TANF) and 31.6 billion of their own funds on child care
assistance through CCDF. As a result of these mvestments, 250,000 more children were served
through CCDF in an average month in [998 as compared with 1997.

NOTE: Some states provide child care assistance through programs separate from CCDF, but
there is no source of consistent and reliable information on the munber of children served through
such programs In most states, the bulk of child care subsidies are funded with CCDF dollars

Affordability. Regular Chlld care arrangements are often beyond the reach of workmg poor
families if they do not have access to subsidies. In fact, child care expenses are often the second
or third largest item in a low~income working family’s household budget. In 1993, for example,
child care expenses averaged 18 percent of family income, ot $215 per month, for poor working
families paying for care for one or more preschool children. For families with income of less
than $14,400 ($1,200 per month) the average share of income devoted to child care was even
higher ~ 25 percent, or one-fourth of family income.

Two recent studies suggest that increased funding for child care subsidies increases employment
rates and eamings for low and moderate-income parents, while other studies find that families on
waiting lists for child care assistance cut back their work hours and are more likely to receive
public assistance or go into debt (including declaring bankruptcy).

Quality. When families cannot get help in paying for child care, it is harder for them to find
guality care that helps prepare their children for success in school. Although this report does not
provide new information about child care quality, it does include a very brief summary of quality
research and references. As this summary indicates, new research on preschoolers finds that
quality child care programs make a difference in children’s cognitive performance, language
development, social adjustment, and overall child behavior, with differences found as many as
four years after program participation. Existing child care arrangements, however, vary in
quality, and too many children are exposed ta poor conditions in care. Studies of investments in
quality have found that state-wide quality initiatives, such as those undertaken in Florida and
North Carolina, have resulted in'improved quality of child care programs and enhanced child
development. :

information Sources. The new information reported here comes from two sources. The average
monthly estimate of children receiving CCDF subsidies — 1.5 million in 1998 — is a preliminary
estimate based on state administrative data reported to HHS for the months of April - September

i
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1998. These administrative data reflect children served (at least in part) through CCDF programs,
not those served by other Federal, state, or local programs.

The eligibility estimates were generated from the Urban Institute’s TREIM3 microsimulation
model, based on three years” worth of Current Population Survey (CPS) data. The estimate of 9.9
million children eligible under state-set limits includes all children under age 13 (or older
disabled children in certain states) who are living in families where the family head (and spouse if
present) work or are in education and training programs and family income is below the states’
income guidelines for assistance under the CCDF October 1997 state plans.

1ii
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Access to Child Care for Low-Income Working Families

L Introduction: Child Care and Development Fund under Federal and Staté Law

The Child Care and Development Fund (CCDF) is a Federal-state program which enables states
to help subsidize the child care expenses of low and moderate-income families so they can work
or attend education or training programs. The Personal Responsibility and Work Opportunity
Reconciliation Act (P.L. 104-193) consolidated most Federal child care funding, thereby allowing
states to serve families through a single, integrated child care system. States have tremendous
flexibility to design policies and define eligibility guidelines, service priorities, provider payment
rates, and family co-payment amounts, in conformance with broad parameters specified under
Federal law. : :

NOTE: The Child Care and Development Block Grant (CCDBG) Act provides disc'retionary

_funding for child care assistance. PRWORA consolidated mandatory child care funding under

the Social Security Act and applied the CCDBG Act rules to these mandatory dollars. The term
“CCDF? refers to the combination of the CCDBG discretionary funds and the Social Security Act
mandatory funds, both of which are subject to the provisions of the CCDBG Act.

Child care assistance under CCDF is generally Hmited by Federal law to families with children
under age 13, although states may assist families with children up to age 19 who have special
needs or are receiving protective services. In addition, both parents (or one parent in a single-
parent family) must be in a work-related activity and family income cannot exceed 85 percent of
state median income (SMI). Priority for services must be given to children in families with very

- low incomes and children with special needs. Within those parameters, states may set their own

income eligibility limits and define other priority rules.

A comparison of state eligibility guidelines shows that state incomme limits vary considerably. As
of October 1997, state limits for a family of 3 ranged from less than $16,000 in Wyoming to over
$39,000 in Connecticut. As a result, in some states, families eamning as little as $18,000 are not
gligible for any help with child care costs — costs that generally run between $3,000 and $10,000
annually if purchased at market ptices. Only 9 states set the limit for a family of 3 at the
maximum ievel of 85 percent of SMI, as allowed under Federal law.

Subsidized chiid care services are generally available 1o eligible families through certificates or
vouchers that aliow families to purchase care from a provider of their choice. States set the
payment, or “reimbursement,” rates that providers receive to serve children through CCDF. In
addition, states establish sliding fee scales, based on family income and family size, which are
used to determine each family’s “co-payment,” or contribution to the cost of care, Under Federal
law, states are required to set aside a minimum of 4 percent of CCDF funds to improve the
guality of child care and other services to parents. States must also have health and safety
requiremnents that apply to all providers receiving CCDF subsidies.

I1. The Child Care Subsidv Gap: Estimates of Need and Services

To date, estimates of need for CCDF child care services have been limited by the lack of
simulation models incorporating the CCDF eligibility criteria that, as explained above, vary
across states. To correct this information gap, the Department of Health and Human Services



contracted with the Urban Institute to enhance the existing Transfer Income Model (TRIM3) to
produce estimates of the potential need for child care subsidies on a national and state-by-state
basis. Initial results from this maodel are reported below, along with information on the number of
children served according to adm:mstra’nve data reported to HHS,

National Estimates. According to the Urban Institute model, there are 30.4 million children with
waorking parents (regardless of income), of which 9.9 million are estimated to meet the states’
CCDF income eligibility guidelines in place at the beginning of fiscal year 1998.

Only 1.5 million children actually received child care subsidies funded by CCDF in an average
month in 1998. This estimate of children served, based on state administrative data from April to
Septernber 1998, suggests that only 15 percent of the eligible population were served, leaving a
large gap between child care need and services, as shown in Figure 1. NOTE: The 1.5 million
fizure is preliminary and subject to revision.

The gap would be even greater if states had chosen to.define the eligible population to include all
of the low and moderate-income working families that are potentially eligible under Federal law.
In fact, if all states set eligibility limits at the maximum levels allowed under Federal law — 835
percent of state median income — an estimated 14.7 million children would have been eligible for -
subsidies in an average month in fiscal year 1998. Only 10 percent of this larger eligibility pool

‘were actually served.

NOTE: Some states provide child care assistance through programs separate from CCDF, but
there is no source of information on the number of children served through such programs that is
either uniform across states or verified. In most states, the bulk of child care subsidies are funded
with CCDF doliars.

Figure I. Child Care and Development Fund {(CCDF) Eligibility and Receipt in the U. S.

Children by Famiy Type (Average Maonthly Estimates, n Millons)

With Workirg Paierts

Elighie f& OCDF Sutsidies ifLinits atFederl Max 14.7

Elighle fo CCDF Sutsidies under SiteLimits

Receiiing (CDF Subsides

Note:  The 1.5 million estimate is preliminary and subject to revision.
Sources: Utrban [nstitute simulations and state administrative data reported to the Child Care Bureaw.

The model also provides information on the characteristics of children eligible for child care

_ subsidies. Most children (8.8 of the 9.9 million) are under age 13 with working parents; the

remaining children have parents in education/training programs or are disabled youth age 13 or
older. About 14 percent of eligible children live in families that report receiving welfare. A
substantial proportion (42 percent) has income below the Federal poverty threshold.



0000000000000 00000000000000000000%00000000(

State Estimates. State-by-state estimates of children eligible for and receiving CCDF assistance

are shown in Table 1, The total pool of children with working parents, regardless of income, is
shown in the first coluinn, foliowed by estimates of potential eligibility under the Federal
maximum of 83 percent of state median income {SM1) and actual eligibility under state income
guidelines. The fourth and fifth columns show the number of children receiving CCDF subsidies
and the number served as a percentage of those eligible under the Federal maximuim, based on
administrative data reported by the state to HHS.

in Pennsylvania, for example, there are 1.2 million children with working parents (regardless of
income). of which 443,300 are estimated to meet the state’s October 1997 income eligibility
guidelines. The eligible population would be larger — 533,900 children— if the state’s income
guidelines were raised from the current state-set level {74 percent of SMI) to the maximum
allowable level of 85 percent of SMI. State administrative data indicate that 72,700 children
received subsidies in an average month in fiscal year 1998 — only 16 percent of the eligible
population under state limits and 14 percent of the potentially eligible population under the
Federal maximuom. : :

Some states served a higher percentage of eligible children in 1998 than the 15 percent national
average. Michigan, for example, served a monthly average of 92,060 children, or one-fourth (25
percent) of the 375,000 children who were eligible according to state income criteria and 17
percent of the 545,000 children potentially eligible under Federal law. On the other hand, some
states setved a lower percentage than the national average. The 79,000 monthly average reported
by Texas represents only 8 percent of the over 1 million children eligible under Texas income
limits as of October 1997 and 7 percent of 1.16 million children potentially eligible if the income
ceiling were increased to the Federal maximum.

In general, one-fifth (9) of all states are serving 10 percent or less of the children who are eligible
under state limits, three-fifths (31 states) are serving between 10 and 25 percent of eligible
children, and one-fifth (11 states) are serving 25 percent or more of the eligible children, as
shown in the first bar of Figure 2. Differences in state definitions of the eligible population
explain some of this variation. That is, states that define the eligible population as families with
income below 85 percent of State Median Income, the maximum limit set in Federal law, may
find it harder to serve 25 percent of eligible children than states that use lower income eligibility
criteria. : :

Figure 2. Number of States Serving 14 io 25 Percent of Eligible Population, by Alternative
Definitions of Eligible Population

50| |
@ ;g | |0 Served >=25% Bigibks
& o | | | m Served 1025 Higtles
* 10 | E Served < 10% Elighies
0 i
Eligble Under State Poterttidly Eligble
Limits under Federa Max

Source: Urban Institute simulations and state administrative data reported to Child Care Bureau.



Table 1. Estimates of Child Care and Development Fund (CCDF) Eligibility and Receipt

Children (Average Monthly Estimates)
{1) Parents Working or {2) Ekgible for CCDF {3) Eligiblz for CCDF  (4) Receiving CCDF  (5) Served as % of
' in Educaticn & Training (if siate imits raised fo  (under stale rulesin Subsidies Potential Eligibles
State {na income fimi) Faderal maximuni) effect Oct. 1857) {AprikSept 1998} {Col. 4 /Col. 2)
Alabama ) 494 700 233,300 103,560 20,530 B%,
Alaska 89 400 46,700 . 43,800 5,080 11%
Arizona : . 816,700 . 283,800 154,400 33.060 - 12%
Arkansas ' 348,100 180,600 - 100,200 9,240 - . 5%
California _ 3,481,700 1,732,500 1,381,900 100.640. 6%] .
Colorado 486600 - 226,300 132,100 20,170 9%
Connecticut 397 900 ) 187,700 103.300 11810 ' 8%
Delaware 89,300 50,700 22,100 6,140 12%
District of Celumbia 51,100 31,500 31.500 3,850 C12%
Florida 1,434 200 705,300 421,800 46,640 %
Georgia 913.200 485,200 331,200 47 210 10%
Hawaii 134 500 81,200 73,900 8670 8%
Idahe 139,000 68,200 40,200 8.550 ) 10%
Hincis 1:408,100 676,000 . 326.300 88.330 . 13%
indiana - 713,000 289,800 197,200 12,670 404
lowa 415,600 . 198,200 102,100 11.810 6%,
Kansas 248 400 172,800 126,800 10,240 6%
Kentucky 427 100 170,200 40,800 25,010 " 15%
Louisiana 450 800 218,700 218,700 35,180 16%
Maine 128 800 60,900 &0.800 bl **
IMaryland . 610,000 259.900. 91.300 . | 21,380 8%
Massachusetts . 632,100 © 301,700 146,900 . 46,010 15%
Michigan ' 1,136,900. 545,100 374,600 92,060 17%
Minnesota 637,500 297,400 251,600 25,530 2%
Mississippi 364 600 188,500 180,000 7870 a%]-
Missouri 654,000 - 305,600 128,400 42,600 14%
Montana 108,500 60,800 49200 §,530 . 8%
Nebraska . 2348500 115.000 - 73,400 : 9,350 8%
Nevada s 193,800 97,000 84,000 - 4,830 5%
New Hampshire 146,100 ' 71.600 27,000 6,380 9%
New Jersey 798 600 350,500 176,800 32,500 3%
New Mexico 235 600 126,900 112,600 14,980 12%
New York . 1,733,000 880,900 631,600 158,610 18%
North Carolina 819600 411,400 343,100 74,250 18%
North Dakota = 91000 - 37.700 34,700 4160 11%
Ohio ‘ 1,257,100 U 577,300 249,900 58.360 10%
Ckiahoma 374,500 ©181,100 178,800 : 38,930 21%
Cregon ' 371300 188,500 188,500 15210 = - 8%
Pennsylvania 1,232,300 ‘ 533,900 - 443,300 72580 14%
Rhode Island © 105800 42 500 24100 68.330 15%
South Carolina 466,400 231,000 115,200 21,730 9%
Scuth Dakota 88,300 46,200 26,900 3,530 8%,
Tennessee 671,000 346,000 . 183.600 54,820 16%
Texas o 2309600 1,181,700 1,013,400 - 78,960 7%|
Utah - L 271,000 130,400 ’ 52,800 12,550 | 10%
Vermont 74,400 33,400 21,300 4,740 14%
Virginia - T 685200 348,100 216,300 23,880 7%
Washington 667,100 310,500 167,100 41,850 13%
West Virginia 117,400 52,700 28,200 12,800 24%
Wisconsin 758,500 365,800 175,400 . 23.870 7%
Wyoming o . 59 700 31,600 12,500 3200 10%
Puerto Rico, Tarr. - - --- 7.980 MNA)
Total . 30,383,900 14,749,500 9,851,000 1,530,500 10%

Notes: First four colurmns of estimates were generated from the Urban Inslitute's TRIM3 model
(" Children <13 {or disabled and below state age limit for disabled) with both parents working or in education/training programs. No income fimit.
@ Children from (1), if family income below 83 percent of State Median Income, the maximum limit allowed under Federal faw.
® Children from (1), if family income below eligibiiity limits set by each state (based on limits in effect as of Gclober 1987).
@ Estimated chitdren receiving CCOF child care subsidies, April - Sept 1888, State administrative data repoded to Child Care Bureau and
adjusted to reflect CCDF subsidies only Estlmales are preliminary and subject 10 revision.
* Data not vet received. . , : ‘ 10/15/99
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For this reason, it is important to examine the number of children served as a proportion of those
who would be eligible if all states used the income guidelines set in Federal law. Over half the
states (27 states) are serving less than 10 percent of potentially eligible children under the Federal

- maximum guidelines, as shown in the second bar in Figure 2. The remaining half (24 states) are
" serving between 10 and 25 percent of the potentially eligible population. Differences in the

proportion of children served are caused by differences in funding amounts, local child care costs,
state reimbursement rates, co-payment policies, and the number of low and moderate-income
working parents in each state. ;

Notes on National and Siate Estimates, The eligibility estimates were generated from the Urban
Institute’s TRIM3 microsimulation. model, based on Current Population Survey (CPS) data. To
increase the reliability of the estimates. the nunbers in this report were based on three years
worth of CPS data — income and labor force participation data for calendar years 1995, 1996, and
1997.. Eligibility under state income eligibility limits was based on the limits reported in the
October 1997 state plans. The alternate eligibility under the Federal maximum of 85 percent of
state median used the state median incomes for calendar year 1993 — the latest year for which
medians were available as of the October 1997 submission of the CCDF plans.

Note that the model cannot capture all the complexities of the CCDF program. For example, the
estimate does not inciude foster families that may be eligible for subsidies regardless of family
income. Nor does it capture the potential effect of behavioral changes. If, as some studies
indicate, the availability of child care subsidies enables more low-income parents t0 work, that
would increase the need for child care and the size of the gap beyond the estimates shown here.
Another limitation is that the CPS data from 1995-1997, aithough adjusted for inflation, may not
fully capture the economic and demographic conditions of families in fiscal year 1998.
Eligibility may be overestimated because of rising real incomes or underestimated because of
increases in female Jabor force participation, declines in the welfare caseload and overali
population increases. In addition, the state estimates shouid be viewed with some caution,
particularly those from small states, because of the small size of the samples drawn for the CP§
interviews.

Finally, note that the numbers of children served in 1998 are monthly averages (preliminary and
subject to revision) based on administrative data for April-September 1998. These administrative
data reflect children served {at least in part) through CCDF programs, not, as noted above, those
served by other Federal, state, or local programs.

ITII. ~ State Spending on CCDF in 1998

Recent data show that states are fully utilizing Federal resources and often invest more than
required state spending levels, but the problem of unmet need remains critical.

The CCDF consists of three funding streams — dzscretmnaty funds, mandatory dollars that do not
require & state match and mandatory Funds that must be matched.

In 1998, states obligated all the available Federal mandatory child care fundmg, including Federal
matching funds. States invested additional state doliars to serve 1.5 million children through
CCDF - 10 percent of those potentially eligible for the program.

Of the Federal mandatory amount, ¢lose to half required a state match at the Federal Medical ‘
Assistance Percentage (FMAP) - the state match varied from 23 percent to 50 percent (the

" maximum). A state with a 50 percent match was required to contribute a dollar of state funds for



every dollar of Federal. matching funds, while a state with a 23 percent match had to put up about
one dollar of state funds for every three Federal dollars.

States not only met the CCDF maintenance of effort (MOE) requirement and contributed the
additional matching funds needed to draw down their full Federal allotments, but also invested at
least $144 million in state dollars that were not matched. While some of these state-only funds
were used 1o serve children through the CCDF, some may have been used to provide child care
assistance through other, state-only programs.

States also transferred $636 million in FY 1998 TANF funds to CCDF in that fiscal year. By
comparison, they transferred $510 million in FY 1999 TANF dollars to CCDF in the first two
quarters of FY 1999 alone.

In all, in FY [998 states spent $3.5 billion in Federal mandatory and discretionary funds - -
(including dollars transferred from TANF) and $1.6 billion of their own funds on child care
through CCDF. States also spent $259 million in Federal funds on child care provided directly
through the TANF program.

IV.  Affordability of Child Care

Regular child care arrangements are often beyond the reach of working poor families if they do
not have access to subsidies. Below are national survey data on how much families spend for
child care, as well as new information, recently collected by Urban lnstitute researchers, on the
price of child care in selected states and cities.

The national survey data show that child care expenses are often the second or third largest item
in a low-incone working family’s household budget. In 1993, for example, child care expenses

“averaged 18 percent of family income, or $215 per month, for poor working families paying for

the care of one or more preschool children (see Figure 3). This average includes all types of care
- full-time and part-time, full-price and partially subsidized, center-based and in-home, infant and
preschool. Average monthly costs for non-poor families with employed mothers and
preschoolers were higher in absolute terms — $329 per imonth — but lower as a percentage of the
household budget — 7 percent. For families with income of less than $14,400, ($1,200 per month),
the average share of income devoted to child care was even higher — 25 percent, or one-fourth of
family income.



Figure 3. Percent of Family Income Spent. ont Child Care, by Poverty Status and Income
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Source: Census Bureau, P70-52 (SIPP. fall 1993). Limited to families with preschool children.

Prices for child care vary considerably, by such factors as geographic area, type of provider, and
age of child. Average prices for preschool center care, for example, range from $565 in
Connecticut to 3303 in New Orleans, Louisiana, according to a comparison of average prices in
several states and cities in summer 1999 (see Figure 4). Though not shown in the figure, center
care for infants tends to be more expensive (e.g., $719 in Connecticut and 3506 in Salt Lake
County, Utah) than center care for preschoolers. Rates for family child care homes tend to be
lower (e.g., 3217 in New Orleans, Louisiana and $353 in Delaware) than for center-based care —
this is true for both infant and preschool care. - -

Child care is more affordable for families who receive child care subsidies and contribute to the
cost of care through “co-payments” that are much lower than the full price of care. Examples of
co-payments in selected states and cities are shown in Figure 4, for a family with $15,000 in
income and one pre-school child.

Figure 4. Child Care Prices and Co-Payments for a Hypothetical Family Earning $15,000
with one Preschool Child in Full Time Center Care

WITHOUT SUBSIDY WITH SUBSIDY
Average %o of lacome  Monthly Co- % of Income*
Monthly Payments*

‘ Prices .
Connecticut ‘ 3565 452% $50 4.0%
Michigan $487 39.0% -$12-825 1.5-2.0%
Delaware $390 31.2% 381 6.5%
Florida §325 26.0% 70 5.6%
Pittsburgh, Pennsylvania $490 39.2% $25 2.0%
Salt Lake County, Utah $392 31.4% $10 C0.8%
New Qrleans, Lnuisiana $303 242% 529 2.3%

*  State policy allows providers to chavge parents additional amounts, above the co-payment. if the provnder s
rates exceed the state reimbursement Jlevel.
Source: Data collected by the Urban Institute from state and local resource and referral agencies, sumimer 1999,



Co-payments are established according to sliding fee scales; the co-payments vary across states
and by family income, family size, and, in some states, cost of care. For example, a two-person
family {(mother and child) with $10,000 in income and a CCDF subsidy- for full-tiine center based
care would be charged a co-payment of less than 337 per month (4 percent of income) in half the
states. This median co-payment increases from 337 for a family with $10,000 in income to full
market rate for a family with $20,000 in income, as shown in Figure 5.°

" Even families réceiving child care subsidies, however, may still find it difficult to afford child

care. In 24 states, providers are allowed to charge parents additional amounts, above the co-
payment, if the provider’s rates exceed the state reimbursement level. For example, if a state’s
maximum reimbursement rate is $300 per month for preschool care, and such care costs $380 in
ABC Center, the family may have to pay the $80 difference, in addition to the official co-
payment. These additional costs can deter even families receiving child care assistance from
choosing higher quality care, which can be more expensive.

Though not shown in Figure 3, there is substantial variation in co-payment fee schedules across
states. A two-person family with an income of $15,000, for example, would be charged a co-
paymentt of less than $5¢ per month in 7 states, $50 to $100 in 7 states, $100 to $150 in 15 states,

. 3151 to $200 in 10 states, more than $200 but iess than full market price for care in 1 siate, and

full market price in 11 states.

Figure 5. Median State Co-payment Charged to Single Parent with Preschool Child in
Center-based Care, by Family Income

-
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Source: Congressionat Research Service, from state plans on file with HHS as of August 1998,

V. Impact of Child Care Subsidies on Emplovment and Earnings

Twa recent studies suggest that enhanced funding for child care subsidies increases employment
rates and earnings for low and moderate-income parents. A study of the relationship between
child care funding, employment and earnings in Miami-Dade County, Florida found that boosting
child care funding increases the probability that current and former welfare recipients will find
paid employment. An increase of $145 in subsidy spending per child increased the likelihood of
employment from 59 to 71 percent for current and former recipients with faw barriers to
employment. According to the study, augmenting child care subsidy funding increases not only
employment rates but also the earnings of current and former welfare recipients who are already
working, The $145 increase in subsidy funding per child was associated with a 3.9 percent
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increase in earnings for those with few barriers to employment and a 7.2 percent increase for
current and former recipients with moderate to severe barriers to employment.

NOTE: These findings are for the period after the legislature establishied a separate poul of child
care subsidy funds for current and former welfare recipients.

Simi['arly, a Massachusetts study found that greater investment in child care subsidies results in
higher employment rates for current and former TANF recipients. -

Conversely, other studies of eligible families on waiting lists for child care subsidies find that
these families often reduce their work hours or do not work at all, are more likely to receive

“public assistance, go into debt, lose their health insurance and declare bankruptey.

A North Carolina study found that unemploved parents waiting for a child care subsidy were
seven tirnes as likely to use three or more types of public assistance as were emploved parents
with a subsidy. A Texas research effort comparing families receiving subsidies to eligible
families without subsidies found that employed families with subsidies earned $260 more per
quarter than families without subsidies. A study of families on the waiting list for child care
subsidies in Santa Clara, Califormnia found that 29 percent were unable to work because they could
not find affordable child care, 32 percent reduced their work houts, and two-thirds changed their
child care arrangements while on the list. According to a Seattle study, 57 percent of wait-listed
families used up savings to pay for child care, while 13 percent dropped their health insurance.
Parents receiving subsidies, on the other hand, were much less likely to be late for or miss work
completely due to breakdowns in child care arrangements. '

Access for low-income working families is made more complicated by the likelihood that these
mothers will work non-day shifts -- that is, ¢venings, weekends, or rotating shifis. While there is
little research that specifically addresses the question of whether it is easier for families to find
after-hours care if they have a subsidy, it seems likely that the challenge of finding care during
non-day shifts is accentuated if parents are seeking care with extremely limited financial
resources. There are 4.2 million preschool children with mothers who work non-day shifts - this
represents 4 out of 10 preschoolers with employed mothers, as shown in Figure 6. The proportion
of preschoolers from families with incomes below 200 percent of poverty that have employed
mothers working non-day shifts is even higher — 52 percent.” Some mothers choose to work non-
traditional hours, so that they can split child care responsibilities with the child’s father. For
mothers who cannot rely on care by the child’s father, however, it is hard to find child care during
odd hours.
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Figure 6. Preschoolers by Mother’s Work Shift
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Source: SIPP, fail 1994,

VL. The Quality of Child Care

When families cannot get help in paying for child care, it is harder for them to find quality care
that helps prepare their children for school success.

The overwhelming majority of children today are in child care before enteriﬁg school. In 1995,
nearly 13 million of the 21 million children under 6 were in child care. Only 14 percent of
children spend all of their first three years at home with their mothers.

Quality in each type of child care seiting — centers, family child care homes, etc. — varies from
very poor to very good. As a result, too many children receive low-quality care. A 1994 HHS
Inspector General Study, Narionwide Review of Health and Safety Standards at Child Care
Facilities, found more than 1,000 violations in 169 child care facilities in five states. Among the
hazards were fire code violations, toxic chemicals, playground hazards, and unsanitary
conditions. According to other research, almost half of the infants and toddlers in child care
centers are in rooms rated at less than minimal quality. This means that the care did not have
basic sanitary conditions for diapering and feeding; safety problems existed in the room; warm,
supportive relationships with adults were missing; and the rooms did not contain books and toys
important for physical and intellectual growth.
Findings from recent studies reinforce the results of earlier research — children in higher quality
child care programs develop stronger language, reading and math skills and fewer behavior
problems than children in mediocre or poor quality programs. The better the child care program,
~ the more likely the child is to enter school ready to learn.

The latest repart from the Cost, Quality and Child Qutcomes Study found that the quality of child
caré prograins attended by preschool children had a lasting impact on their school performance.
" Children in better programs had higher language and math test scores and fewer behavior
problems in the second grade than children attending weaker programs (the children have only
been followed through the end of second grade so far). Children at risk of not doing welil in
school (due to economic and other factors) benefit more from high-quality child care, and are hurt
more by low—quahty care, than their better situated peers are.’

10
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According to the ongoing NICHD Study of Early Care, chifdren who attend child care centers
meeting standards set by pediatricians or public health professionals score higher on school
readiness and language tests and have fewer social problems than chlldren in centers not meeting

. such standards.®

Moreover, evidence suggests that interventions to improve child|cafe quality can make a major
difference. Research on Florida’s state-wide investiment in qualilty - lowering staff-to-child

ratios and increasing educational qualifications of staff — found positive impacts on the cognitive -
and social development of children in care.’ Longer-term results |suggest that enforcement of
enhanced standards is important to maintain such gains. North Carolma s Smart Start initiative
funds multiple qualny enhancements to child care programs, as we]l as efforts to help families

access child care. Enhancements include improved training, curricula and equipment, and

" incentives for programs to become accredited. Evaluation results indicate that more children are

~ receiving care, the quality of care has improved, and children have higher levels of skills at

kindergarten entry.’

In addition to the recent research, hundreds of studies of demonstration and large-scale early
intervention programs (many of which are also child care programs} have generated a wealth of
evidence that quality child care programs have positive short and long-term effects on school
success and social adjustment.® !

Due to the tremendous need for child care subsidies 1o help families pay for the cost of care,
states in 1998 were able to devote only 5 percent of their CCDF funds to quality improvements.
\

VIl. Conclusion ' _ | |

While the child care picture varies from state to state, it is clear that there is a large unmet need
for child care assistance throughout the country. States are fully utilizing CCDF funding, the
primary source of Federal child care assistance for low and moderate-incoine families, and are
using TANF transfers and state-only funds to address the need. Despite these efforts, just 15
percent of children eligible under state income limits and only 10| percent of those potentially
eligible under Federal guidelines, are actually being served through the CCDF. As a result, child

‘care consumes a major portion of many low or moderate-income families” budgets, parents are

unable to work productively or take better paying jobs, and children’s health and development
suffer when parents must make do with makeshift arrangements.

' Census Bureau, P70-52 (SIPP, Fall 1993).
? Congrcssional Research Service, “Child Care Subsidies: Federal Grants and Tax Benefits for Working
Families,” Table A-5, March 15, 1999. Co-payment estimates based on {CCDF plans on file at H]lS on
August 14, 1698, aqsummg cost of care 1s at the CCDF payment rate for the state.
? Census Bureau, “Who's Minding Our Preschoolers? Falt 1994 (Updatflz) {PPL81}).” Detailed tables and
documentation for P70-62. Internet release: 1.5, Burean of the Census, 1998. Note that day shift is
defined as a work schedule where at least one-half of the hours worked daily were between & a.m. and 4
p-m. All other schedules (i.e., those in which the majority of hours are worked outside 8 a.m. to 4 p.m., and
those with irregular or rating hours) are defined as non-day work shifts.

* National Center for Tarly Development and Leaming,. “The Chlldren of the Cost, Quallty and Outcomes
Study Go 1o School,™ 1999,
* “Chitd Care Outcomes When Center Classes Meet Recommended Standards for Quality,” American
Journal of Public Health, 1999, |
¢ Howes, Smitly, and Galinsky, The Florida Child Care Quality improvelmenr Study. Interim Report, 19935,
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? $mart Start Evaiuation Team, University of North Carolina, “The Efgf;ccts of Smart Start on the Quality of
Preschool Child Care.” 1997 *“The Effects of Smari Start Child Care on Kindergarten Entry Skills.” 1998;

“North Carolina’s Smartl Start Initiative,” 1999,

|
® Reynolds, Mann, Meidel, and $Smokowski, “The State of Earty Chitdheod Intervention,” Focns, 1997,
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THE W'HITE HOUSE U‘LV Pﬁb‘

WASHINGTON ' ' -

October 20, 1997

. MEMORANDUM FOR THE PRESIDENT

FROM: ! BRUCE REED
- MELANNE VERVEER
o THE FIRST LADY
RE: o WHITE HOUSE CONFERENCE ON CHILD CARE

! '

On October 23, you and the First Lady will host the Wlhite House Conference on Child
Care in the East Room. - This memorandum outlines the purpose and structure of the conference,
the policy initiatives that we recommend you announce at the conference, and the process and

direction of our work on a child care proposal to unveil this winter.

Purpose and Structure of the Conference

- The White House Conference on Child Care has two purposes. First, it will call national
artention to an issue that political leaders and policy makers hi;storically have ignored, _
notwithstanding its enormous importance to working families. | Second, it will provide a basis
from which to launch a child care initiative in the State of the Umon (As noted later in this
memo, we will provide you with policy optiors forthis iv stiative - 1nc1ud1ng==a range of.-price
ta gs -- as part of your-normal budget process.)’ ' -

The confetence will address three criticat child care challenges -- availability,
affordability, and safety and quality. Many parents choose to stay at home and care for their
children themselves. Yet millions of Americans, by choice or r‘tccessity, rely on child care and
after-school programs to care for their children for part of each day. The conference will explore
how the public and private sectors can respond to the need that Amencans struggling to be both

good parents and good workers have for safe, affordable child care. .

Mornfng Session. The morning session will-begin with remarks by you and the First
Lady and will include a video of children, parents, caregivers and others talking about child care.
We believe your remarks should address the importance of child care for America’s working
families, note past Administration accomplishments on this issue, and announce several new
 poli¢y initiatives as well as a commitment to unveil a broader child care proposal this winter.



You and the First Lady will then moderate a panel with two parts. The first three panelists
will discuss why child care matters -- both to our children’s deyelopment and to the nation’s
economy. The second four panelists will examine how well we are doing in meeting the
challenge of assuring that good child care is available to workmg fam111es The first three
panelists are:

. Ellen Galinsky, President, Families and Work Institute, who will discuss the relationship
betweén quality child care and children’s healthy development particularly in the earliest
years of life; !

. Michelle Seligson, Founder and Director, National Inst1tute on OQut-Of-School Time,
Wellesley College Center for Research on Women, who will discuss the importance of
good after-school programs for youth; ' \

. Secretary Rubin, -who will discuss the need to address child care glven dramatic changes
in the workforce and economy.

The second four panelists are:

. Secretary Shala , who wrli clrscuss the strengths and weaknesses of child care across the
country; :

« - Governor James Hunt of North Carolina, who will discuss how states are doing in
meeting the challenge of assuring that workmg families have access to safe, affordable

. child care;
. Dr. Valora Washington, Program Drrector W.K. Kellogg Foundatlon who will discuss
- - community efforts to meet this challenge; |-

.- Patty-Siegel, Exesutive Director, Cadifornia Reseurce and Referral who will share the

experrences of parents. :

Afternoon Session. The afternoon session will begin with remarks by the Vice President
and Secretary Riley. The afternoon panel will consider the roles that states, business and labor
leaders, the faith community, health care professionals, and others can play in addressing this
challenge. The panelists include: Major General John G. Meyer:, Jr., Chief of Public Affairs
United States Army; Dr. Susan Aronson, Member, American Academy of Pediatrics; Jane

‘Maroney, State Legislator, Delaware; Bishop Joseph Sullivan, Vicar of Human Services,
Brooklyn, New York; and Doug Price, President, FrrstBank of Colorado '

Agency and Satellite Sites. An additional 300 peaple w111 view the conference at three
Fedleral agencies, and Secretaries Shalala, Riley, Glickman and Herman will host working
“ sessions at these agency sites during the luncheon at the White House. In addition, the entire
conference will be transmitted to satellite sites in at least 48 states. The Administration’s
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regional administrators have helped to organize _these satellite|conferences, and. Cabinet Affairs
has encouraged subcabinet officials to participate in them. '

Policy Announcements to be Made at the Conference

We recommend that you indicate at the conference that you w111 propose a chlld care
initiative in your State of the Union address and your fiscal year 1999 budget. We also
recomimend that you announce three policy proposals at the conference.

1. ‘Child Care Working Group. You can name Secretary Rubin as chair of a working group on
child care primarily made up. of business leaders, with represcﬁtation from labor and other
community leaders. The Child Care Working Group would rebort to you within 45 days 6n
efforts that business leaders should undertake to help working ; fam1hes overcome the challenge

of managing Chlld care and work. respon31b1htles : \

2. Scholarships for Child Care Workers and Background Checks on Child Care Workers.
Experts link the quality of child care to the quality of the careg]iver Yet child care providers
often receive little training, and occasionally have unsuitable backgrounds for the profession.
You can announce steps to support caregivers by ensuring that: they are able to afford adequate
training. At the same time, you can urge Congress to pass and states to ratify the “National
Crime Prevention and Privacy Compact” to protect children from child care workers who have
committed crimes. | '
|

Scholarships. To help child care workers afford training', you can instruct the Department
of Education to develop an cutreach plan to infonn students and institutions of the potential
availability of Pell Grants. You'also can announce ‘a new scholarshlp program for child care
workers. Even with Pell and other education programs that you have put in place, many chiid
care workers cannot afford training. The new program would provxde assistance to full- or part-
time students working toward a Child Development Associate Credentla.l or other degree in chlld
~ development ‘who agree to remain in the child care field for at léast one year. :

Background Checks. You can also announce steps to make background checks on child
care workers more effective. ‘Today, many states prohibit the release of criminal history records
for purposes other than ongoing criminal investigations. The Dépamnent of Justice is prepared
to transmit to Congress on October 23 the “National Crime Prev}ention and Privacy Compact.”
The compact, which must be passed by Congress and ratified by the states, will enable states to
share criminal history information for limited other purposes, including background checks on

hnld care workers.

3. Service and School-Age Care. You can launch the “To Learn and Grow Partnership,” a




partnership of public and private organizations that will work together to expand access to and
improve the quality of after-school programs through service activities. The partnershlp will

" encourage national service participants and community volunteers to teach.in child care

programs, and will engage children in service as part of after-school programs. You also can

release the “How-To Manual,” describing how to integrate service and school:age care,

-identifying opportunities for children to learn through service, and highlighting programs that are |

c.urrently using service to enrlch out-0f~school time. | :

|

Child Care Initiative To Be Announced After the Conference

For the past several months, the Domestic Policy Council and the First Lady’s Office
have been leading a policy process on child care, The National Economic Council, the Office of -
Management and Budget, and the Departments of Health and Human Services, Treasury,
Education, Labor, Defense, Justice‘ and Agricuiture have participated.

|

" We have 1dent1ﬁed three key areas: affordability; avallablllty, and safety and quality. In -
the weeks after the conference, we will prepare a memorandum for you outlining policy options,
of several different shapes and sizes, in these areas. We are also exploring ways to support
parents who want to stay at home to care for their children.

Affordability. Increasing nﬁmber’s, of working families c:annot afford decent child care,
which can cost at least $4,000 a year for one child, and even more for infants and toddlers.
While the average family pays about 7 percent of its income for child care, low-income families

spend aboutaquarter of their i income. . . : \ _

The Federal government spent $2.9 billion in direct chlld care sub51d1es in fiscal year - -
1997 through the Child Care and Development Block Grant (CCDBG) which provides payments -
for about one million childreri. HHS estimates, however, that we are currently providing child
care subsidies to less than a quarter of the families eligible for them. In addition, the Dependent
Care Tax Credit provides more than $2 billion annually in tax relief for child care expenses. We

are analyzmg whether to expand either of these mechanisms.

Availab:’fibz.. Access to child care is a problém for lbw-ilrlcome and middle-income
families alike. We are looking at two areas of particular cencern -- helping businesses expand

on-site care for their employees, and helping states and commullzities increase their supply of

“school-age care. We are exploring whether to provide tax crédi‘gs for businesses that build and

operate child care centers for their employees (the Rubin-Weill working group may make
additional suggestions). We also are looking at a variety of ways -- including simplifying
Federal requirements and funding streams -- to help states and communities create an adequate
supply of after-school programs.
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Safety and Quality. The quality of child care in this country is too often mediocre or
poor, A recent four state study of child care centers found that one in eight centers expose
children to unsafe-or unsanitary conditions. Infants and toddlers are at the greatest risk, with 40
percent in care that poses, a threat to their health and well- being Only 14 percent of centers
provide high quality care -- care that actually enhances growth and development, A study of .
child care in family-based settlngs found equally disturbing pa‘rtems Over one-third of programs
are rated inadequate, meaning that quality is low enough to harm children’s development, and
only 9 percent offer high-quality care.

. States are currently required to spend 4% of the funds they receive through the CCDBG
on quality improvement. We are looking at ways to help states'improve quality by providing
additional funding to states that agree, for example, to improvq and enforce health and safety .
standards, invest in training for caregivers, or create networks to support family day care
providers. We are-also developing a consumer information caxlnpalgn to arm parents-with the

111f0rmat10n they need o chose high quality care for their chlldren




Elewve " o N .
C P cndd e %ﬂiﬁx}ﬂ’ w”
WAL o potUS,) LL-' N

as ﬂMW“’D' o |

" WEEKLY ECONOMIC BRIEFING

e Y

T cf:%
Wk =
Y1

T,
”ﬂwl

’57 SEPS r—wq 03

OF THE PRESIDENT OF THE UNITED STATES

Prepared by the Council of Econ(!)mlc Adv:sers

' W|th the assistance of the Offlce of the Vice President

dapltd
SeptemberS 1997 198
COS
CHART OF THE WEEK
Survey Question: Is the Stock Market Too Risky?
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During the 1990s, and especially in the past few years, ‘'a declining proportion of
Americans has thought the stock market is too risky a piace 10 put its money. More than
three-quarters of the married men surveyed thought the stock market was too risky for
most families through most of the 1980s, but that proportion fell o 70 percent by 1993,
The survey question was changed in 1994, but the number of married men responding
that the stock market is too rlsky for them-has continued to fall. Responses for wornen

show a simitar pattern.
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Welfare Réform and the Market for Child Care

As more miothers move off welfare into work, the demand for child care services will
increase. Although the supply of child care services is |hkely to expand to.meet this
demand without much of a price increase, the cost of child care, even at current -
prices, represents a large burden for low-income farruliles

The.supply response. Two strands of evidence suggest that increased demand can
be met without a substantial increase in the price of child care. First, gver the past
20 years, the number of children in paid child care has apgroxlmately doubled while
the real price of care has not changed Second, a recent study indicates that ¢ jg;ges
in the price of child care induce large supply responses Of course, an initial surge
In dem The shor-run upward pressure on prices. The cost of
enteting the child care provider market is relatively low, however, and supply should
respond relatwely qu;ckly : |

The burden of current pnces The current cost of Ch.lld care can be a 51gn1ﬁcant
burden for those without access to subsidized care and may discourage some mothers
from working. Among families who pay for child care,|poor families with employed
mothess- spend about 20 percent of their income oni child mf
W families spend only 7. percep i !eral stu est_that a

0 percent reduction in the price of chjld care mgm@aes ithe probability that a mother

will work by 2 to 8 percent, Given that the mother hag a job, however, the price of
.child care does not appear to influence the number of hours workcd

What kind of care? Abmmmmmmwmw

_cware provided by a relative. Studies show that a réduction in the price of child
care is associated with an increase in the probability|that a working mother will
purchase paid care. This may be because those mothers who choose to work when
the price of care decreases are more likely to use pald care; also, those already
working may choose to substitute paid care for non- malrket care. Once the decision
is made to use paid child care, however, reductions in the price of care or in the price
of higher quahty care do not appear to induce parents to|purchase hngher quahty care.

Impl:catlons Increased demand for child care will most llkely be met by
commensurate increases in supply at roughiy current prices. However, if they must
pay the market price for child care, many low-incomeiparents find child care costs -
a barrier to employment and a substantial financial burden if they do take a jOb
Policies that decrease the price of care reduce this burden and encourage more

- mothers to work; they may also lead working mothers to switch from unsub51d1zed
to subs1dlzed care:

Weekly Economic Briefing 4 \ Septembar 5, 1997
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July 21, 1997

Dear Policy Maker,

As we approach the one-year anniversary of President Clmton s signing of historic
welfare legislation, the Progressive Policy Institute is releasing a report and survey assessing the
impact on child care for welfare recipients and working poor families as states implement the

law. Thisi first reviewin n li isions si fil hil
care plans with the Department of Health and Human Services on July 1, 1997,

|
PPI surveyed the 10 states with the largest welfare popu?lations, which include two-thirds
of all welfare recipients. The report summarizes findings indicating that many states are focusing
child care funds on welfare recipients in work activities to the detriment of working poor
families trying to stay off welfare rolls. In addition, this paper provides background information
about the new law and its impact on state services, and makes five recommendations to states

creating a new child care system.

This report is part of PPI's continuing effort to monitor how states are implementing the

federal law to determine if states are truly replacing welfare w1t|h an employment system. If you

" have any questions about this report, or about other aspects of welfare reform, please contact me
at (202) 547-0001.

S{ncerely,

Senior mlyst for Social Policy

Encl.

§18  Street, NE = Weshington, B{ 20002 = 202.547.0001 = FAX 2025445014« Emal ppiinfo@dleppiorg « WWW hitpr/ fuww.dheppi.org/
L% .
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identical to Christine's.

Welfare-To-Work And Child Care
A Survey Of The Ten Big States

Margy Waller }

Less than a year after Washington launched an historic exf)eriment inwelfare reform, state
decisions about child care benefits are undermining one\of the key principles of reform:
that work must pay more than welfare. A PPl survey of the states with the 10 largest
caseloads, completed in early July, shows that some states are diverting child care funds
from the working poor to welfare recipients, ]eopardlzmg the ability of the working poor
to stay off welfare rolls. This trend, if sustained, would represent a perverse twist to
welfare reform by penalizing the very families who are Workmg hard to stay off welfare.

A sound welfare policy should not only require work but should also "make work
pay.” To reward work over welfare, states must offer supports, including child care, health
care, and transportation subsidies, to enable the working poor to remain in the job market.
The risk for Jow-wage workets who lack child care for their children is ObVLOUS without -
someone to watch the children, a parent can't go to work;

That is why the success of welfare reform depends on the existence of accessible,
affordable, quality child care for all low wage workers: those'on welfare, those moving
from welfare to work, and those who were never on welfare. The best way to achieve this
is to create a system that does not make distinctions between workers based on their
connections to the welfare system. But just the opposite is,occurring in states like Georgia
and Ohio, which are focusing on services to welfare rec1p1ents at the expense of other low-
wage workers.

Christine Ferguson's story is illustrative. Ferguson, a Wal-Mart cashier earning

~ $6.80 an hour in Union Township, Ohio, lost her child care subsidy when her county

welfare department ran out of state funds for the program and eliminated eligibility for
assistance to 110 families like hers, whose earnings are h.lgher than 125 percent of federal
poverty guidelines, Like other states, Chio has saved money as its welfare caseload has
fallen. But Ohio has refused to reallocate these savings fox" child care to the working poor
and has reduced overall state funding for child care this year, even as it has passed some
of those savings on as tax cuts. “

Meanwhile, Ferguson's child care costs have increased from $65 a month (her
copayment with the subsidy), to $400 a month. "I'm really glad [President] Clinton wants
to do this welfare reform~I think it's time. But you're gomg to send someone back to
welfare if you take their child care,” she said.! Ironically, if one of Christine's co-workers
is a recent welfare recipient, she would be entitled to child care—even if her income is

518.C Street, NE » Washington, DC 20002 = 202.5¢7.0001 = FAX702544.5014 = Email ppinfo@dlpptorg & WWW htip./ fwvw dlepptorg/
L
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Lacking a federal model for work-based welfare reform, states are
experimenting—and the results are decidedly mixed. A fewlstates have moved a fong way
in the direction of creating a universal system of child care for all low-wage workers;
Illinois has the best model. Two states, and possibly a third, will reduce state funding for
child care this year, while others have made a significant new state investment as they
- attempt to reach more families. Many states prioritize chﬂd care support to families
currently receiving welfare or transitioning from welfare to work. Most states have created
incentives to child care providers who f111 gaps in delwery‘to infants and workers with a
nontraditional schedule.

This report isa part of PPI's continuing effort to monitor those experiments—and to
determine if states are truly replacing welfare with a systlem that supports people who .
- work. Itis critical for states to make that investment now, while caseloads are dropping,
the economy is strong, and states have new resources for investment in the brid ge to work.

[tisall the more critical because as work requirements for welfare recipients increase
under the new federal law, the demand for child care a531stance to working welfare
recipients will too. If states meet the work requirements apd provide child care to those
working families, it should not come at the expense of reducmg or eliminating funding for
working poor families. It would be unfortunate if states use the flexibility provided by the
new law to maintain the inequities of the old system when they have the opportunity to
design a seamless employment system for all entry-level workers.

This paper examines the decisions about child care that have, or are, being made in
the 10 states with the largest welfare populations. It 'begms with a review of the

circumstances that states find themselves in under the nem'r welfare law and the need for

child care as an integral part of the employment system ;fo'r all low-wage workers. Then
it reviews some of the major findings of the survey. Finally, the paper makes five

recommendations for developing a child care system for all low-wage workers.

The Background

New Welfare Law Requires Work. Last year, historic legislaition eliminated the guaranteed
system of cash assistance to poor families and replaced it with block grants to states. These
block grants are based ona formula thatrequires the Eederéjl government to send states the
amount of money they received at a time when caseloads were at an all-time high.
Although states are permitted to reduce state spending, a House Ways and Means
Comunittee report found that the states now have 34 percf:nt more federal resources per
welfare family than they would have had under the old program.? :

States need to use these new resources to move a steadily increasing number of
welfare recipientsinto "work activities" to meet new federa] guidelines. In 1997, 25 percent
of the welfare caseload must be working; 50 percent of the caseload must be working by
2002. Caseload reduction can help states meet the goals. For example, if a state's caseload
this year is 10 percent less than it was in 1995, the state can n!1eet the work participationrate
- by having just 15 percent of the current caseload in work activities.
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Four Child Care Programs Become One Flexible Block Grant. The new law combined four
child care programs, targeted to different populations, into|one flexible block grant. Each
of these separate and categorical funding streams was added to the existing Child Care and
Development Block Grant, now called the Child Careand Development Fund (CCDEF). The
block grant provides states with $4 billion more in federal thild care funds per year than
has ever been spent before. However, the Congressional Budget Office (CBO) estimates
that if states continue to spend the same amount on the workmg poor, there will be a $1.4
billion funding shortfall for children of welfare recipients.

Because of increased federal requirements for welfare recipients, states feel pressure
to target new child care funds toward working welfare recipients, in order to meet
mcreasmg work participation rates. Over time, such a decxsmn has great potential to
increase welfare rolls as workmg poor families lose jobs for lack of child care.

Infant Care and Child Care for Third Shift, Part-Time, and Weekend Workers does not
Meet Demand, and Demand is Increasing, Communities are generally not meeting current
demand for infant care. A report from the United States Ger‘teral Accounting Office (GAQ)
on the supply of infant care found that the percentage of current demand thatis met by the
known supply (excluding informal options) ranges from 16 to 67 percent. The report notes
that the gap is greatest in poor communities.’ The new federal law eliminates the
exemption from work requirements for parents with children under age three, and creates
an option for states to exempt parents of children under age one. Since the old rule
accounted for as much as 75 percent of the exempt population, the new law increases the
need for infant care.

Most child care providers are available only during traditional work hours, while
poor working mothers in entry level positions often need odd-hours child care because
their new jobs do not have 9-to-5 work day hours. A recent GAO survey of child care
providers in four communities found that the percentage of'providers offering care during
nontraditional hours ranged from 12 percent to 35 percent.’ Most sites offering odd-hours
care are providers who operate child care homes (private homes with few slots), not child
care centers which have a higher capacity.’

The Child Care Crunch

Many studies cite the importance of accessible and affordable quality child care for
workplace success. A GAO report found that if welfarerecipients received child care
subsidies, work participation rates would increase from 29 percent tc 44 percent, at a time
when there were no time limits and more flexible work requirements.® Researchers report
that a primary barrier to work participation among welfare recipients is lack of child care
access.” A GAO study of participants in welfare-to-work programs in 38 states found 60
percent of respondents reported that a lack of child care is a barrier to work.®?

Welfare recipients who leave welfare for low-wage positions need the support of
child care assistance to retain the new jobs. A GAO report on the impact of welfare reform
on child care needs says that a former welfare recipient may be unable to keep a job and

A




earn énough to support her family without assistance, if herichild care subsidy ends before
she has moved up the career ladder to self-sufficiency.” {Two earlier reports for state
-welfare departments found that at least twenty percent of mothers in transition from
welfare to work who lost child care assistance returned to welfare.”
, The cost of care is a significant factor limiting access for low-wage workers. Family
“child care.costs can be hard to estimate because they vary depending upon type and
quality of care, geographic location, and number of children in care. A survey of the
Wisconsin welfare caseload found that for over two-thirds of the caseload, the market cost
for child care would be more than half of minimum wage earnings." A U.S. Census report
:showed that child care costs take anaverage of 18 percent of: household income for families
below the federal poverty level, while non-poor families used only 7 percent of household
income for care.”” The same report says that the average cost is $3,856 per year."
Mothers who want but cannot afford center or home-based care must turn o family
or friends and sometimes older children as care givers. Flfty -five percent of poor parents
use informal care arrangements, while only 21 percent of nonpoor families do so.”* These
options can be ‘less reliable and stable than center«bas:ed care. Finally, new work
‘requirements may decrease the availability of informal care arrangements when family
members who were able to provide care have work requlrements themselves.”
Employers say child care problems make employees unreliable when parents are
forced to stay home, or take work time, to deal with Care problems. The National
Conference of State Legislatures reports that 80 percent of employers surveyed found child
care problems force parents to use work time."* A report from the Colorado Business
Commission on Child Care Financing concludes that lost work time and reduction m
productivity due to child care problems results in a $3 billion annual loss nationwide."”
. Making work pay requires a comprehensive em'ployrnent system with many
components: child care, health care, transportation, earned income tax credits, ete. This-
survey reviewed only the child care aspect of the employment systems states are
. developmg

- The PPI Survey: States Have Not Taken Full Advantage of New Block
"_Grant Flexibility ' : :

'.The Progressive Policy Institute (PP} conducted this surve)’f inMay, June, and July of 1997
to gather information about the decisions made in the 10 states with the largest welfare
‘caseloads (California, Florida, Georgia, lllinois, Michigan, New York, Ohio, Peninsylvania,
- Texas, and Washington). These states include almost two thirds (65 percent) of the
‘national caseload.”® Inlate May, PPI sent a written survey, to each state. A large group of
“key informants from state administrations, state legislatures, and child care policy .
.organizations participated in follow-up telephone interviews as state legislatures debated

available through the first week of July, several states had/not finished work, and others
anticipate changes or have left some issues to the state agency. Before passage of the new
federal law, many states urged that federal funding for|child care permit creation of

' the passage of welfare reform use laws. While the survey results provide information .


http:caseload.18
http:nationwide.17
http:themselves.1s
http:ea~nings.ll
http:Welfare.10

seamless systems so that one set of rules—for eligibility and application—would apply to
all child care applicants. State administrators were frustrated by gaps in service and
artificial distinctions created by narrowly targeted and categorical funding.” In fact, the
expressed intent of Congress in passing the law was to treatlall working families the same.
A welfare reform guide for members of Congress on welfare reform notes that the purpose
of the law is to "eliminate gaps, disruptions, and paperwork caused by the old child care
system that established separate child care programs for each of these groups of parents,'®

It seemed likely that given more flexibility, states would eliminate artificial
distinctions and finally create a system basing eligibility on income. All poor families
would be eligible for services, if they are working—whether in an unsubsidized, low wage
job, a community service job or workfare position. Unfor‘runately, only a few states in the
PPI survey have done what was expected. PPI found that states so far have largely
declined to take advantage of the flexibility in the new law, and are focusing resources on
working welfare recipients to the detriment of other 10w-vTa ge warkers.

Ohio plans to significantly decrease state funding in the face of gaps in service to working
poor; Illinois plans to increase state funding by 80 percent, Two states have reduced state
spending on child care assistance overall: Ohio and Pennsylvania. Governor George Pataki
of New York proposes to decrease spending by 5.4 percent, but the legislature proposes an
increase of 13.6 percent. In Pennsylvania, the decrease is re}ahvely small, only 1 percent.

The decrease in Chio amounts to nearly 11 percent of state funding for child care. Every
state surveyed plans to provide state matching funds for all available federal dollars,

thereby increasing overall child care spending. However, at a time when there is an influx
of new federal resources relative to welfare caseloads, it is d1ff1cult to understand why any
state would reduce its general revenue funding for workmg families.

Two states plan to increase state funding by only 1 percent: Georgia and
Washington. Other states have recognized the value of an increased investment in child
care. California and Michigan plan to increase state spending on child care by 12 and 13
percent, respectively. Texas plans a 24 percent increase next year. President Clinton
recently recognized Florida for its significant new state mvestment inchild care—40 percent
overall. Illinoisis the big leader here, increasing state fundmg by 80 percent over last year.

Half of the states prioritize available funding to families cqnnected to the welfare system;
three states guarantee funds for welfare families and prom}de services to other low-wage
workers only if funding permits. Five of the 10 states surveyed intend to provide assistance
to welfare recipients and those in transition to work before assisting other low-wage
working families. This is surprising, given the number of state administrators, governors,
and others who have said that such a system is inherently inequitable given the relative
similarities between these families, and the incentive it creates to enter the welfare system
to ensure eligibility for child care assistance. -

PPI's survey asked whether states intend to guarantee assistance for child care to
any groups. PPl defined a guarantee as a promise to all who met eligibility criteria that
child care assistance would be available, no matter how m'any families apply during the

year. (We did not ask whether the guarantee is an entitlenhent by state law.) Two states,
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Otuo and Georgia, planto guarantee child care to welfare recllplents and those in transition
fo work, while making assistance available to other working poor, "if funding permits.”
Tex_as will guarantee assistance only to fam111es in transition from welfare to work

Thiee states say they will "guarantee" ﬁmdmg for tmns:t:omzl assistance for one year
after leaving welfare for work; four other states say tmns:tlzonal families are eligible for
agsistance if funding permits within budget limits. The Georgla, Ohio, and Texas child
care plans "guarantee" transitional child care support for onle year after welfare recipients
leave welfare for work. However, if these former welfare recipients exceed newly created
come ceilings, they will lose assistance before the end of tlhe year.

. Four states will provide such transitional assistarice to as many families as possible
w1thm state funding limits: California, Florida, New York| and Pennsylvania. In New
York Governor Patakiand the legislature have competing proposals; the Governor would
allow local welfare administrators to set an income ceiling for eligibility (up to the state
niaximum), but would not require a time limit. The legislature would limit transitional
child care support to one year, with an income ceiling. Florida proposes a two-year time
hmlt for transitioning welfare recipients. California has two transitional programs: one
has‘a two-year time limit and no income cetlmg, the other program limits assistance based
onvincome, but not time. o

w0 Michigan, Illinois, and Washington (begm.mng this fall) cover recrptents in transition
- to work as part of their income-based programs. Transitional workers are treated just like
other low-wage workers—they are eligible until they reach the i income ceiling,

@n!y three states have moved to create a seamless system of child care support forall low-
-wage workers; seven of the largest states have so far chosen to keep the old system. Only
three states surveyed by PPI have rhoved to develop a child care system with eligibility
based on income: Illinois, Michigan and Washington. Households with income below 50,
60; and 52 percent, respectlvely, of the state median income (EliMI) in these states are eligible
for child care services. In Michigan, working welfare rec1p1|ents will get priority, but the
-state does not anticipate a funding shortfall. There is no time hm]t on asmstance inany of

these states.

Some states create expectatmns of services for working poor, but may not be able to meet -
them In order to compare the income levels that states use to determine eligibility for
child care support, PPI converted the varying state standards to a percentage of state
median income. Some states choose to use SMI as their yardst:ck for eligibility, others base
e11g1b1l1ty on a percentage of federal poverty guidelines. PPl uses SMI to adjust for wide
cost of living differences, allowing for a more accurate cross—state comparison of eligibility.
. Federal law limits the use of the child care block granlt to households with incomes
biglow 85 percent of state median income. Nevertheless, the PP1 survey found income
_CEll]ngS ranging from a high of 100 percent of SMI in one Callifornia program (using some
state fundmg) to a low of 50 percent of SMI in Illinois.
However, when it comes to child care for the working poor (as in other categories
where support is not guaranteed), it is critical to dlstmgulsh between eligibility for, and
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access to, services. States with a high income ceiling may not provide services to many of
the families below the ceiling. In the past, states often were forced to close intake for
services, and many states maintained long waiting lists. One state administrator
commented that children would be in college before they reached the top of a waiting list.
Michigan (60 percent of SMI), Illinois (50 percent of SMI), and Washington (52
percent of SMI) have set eligibility relatively low compared to other surveyed states—but,
the state legislatures in those states have allocated funding that they believe will cover all
eligible families likely to apply. Illinois has increased state funding by a whopping 80
percent since last year. These states have moved closest to |creatmg a seamless child care
program with universal access for eligible families, determining eligibility by income rather
than making artificial distinctions based on a recent connection to the welfare system.

Most states have created incentives for filling gaps in services to parents of infants and
workers with nontraditional hours. Six of the 10 states surveyed offer, or are considering,
an incentive for child care praviders who supply odd-hours care or infant care. Usually
the incentive is a higher rate of payment (recognizing the higher costs of such care). In
California, providers with nontraditional hours get contractual priority. Six states will
provide incentives for infant care: California, Florida, Michigan, New York, Ohio, and
Washington. Three states will provide incentives for odd-hours care: California, Florida,
and Ohio. Illinois is considering various incentives and three states are not currently
planning to provide incentives targeted to creation of infant or odd-hours care: Georgia,
Pennsylvania, and Texas. Pennsylvania will ask for local : mput on whether to use new
funds for infant care or nontraditional care.

States are also providing incentives to alleviate other shortages, such as care for
special needs and school-age children (before and after school hours). Finally, some states
are encouraging collaborative approaches for child care and Head Start centers. (While
there are also many issues related to provider payment rates and llcensmg that will affect
quality and availability of care, the PPI survey did not address these issues, beyond
enhanced rates paid as an incentive to create care for targeted populations.)

Three states require parents to return to work when their infant is three months old; nine
states fail to take full advantage of the federal option to exempt parents of children under
age one. All states surveyed have a newborn work exemption. Illinois provides up to one
year for each newborn—the federal maximum. Georgia, Ohio, Pennsylvania, and
Washington all create a twelve-month lifetime exemption! Governor Pataki’s proposal
guarantees a three month exemption for the birth of each child, subject to twelve month
lifetime limit for the parent; local welfare administrators would have discretion to extend
the three month exemption.

Florida and the New York legislature provide a three-month exemption for each
child, with no lifetime limit. Michigan requires parents to mlrork when an infant is thirteen
weeks old. In contrast, Texas will retainits current provision, permitting an exemption for
parents of children under age six, until September 1997, when the exemption will be only
for parents of children under age five. At this writing, the debate over this issue is raging
in California. While the Democratic proposal creates a one year exemption for new

-



" parents, California Governor Pete Wilson has proposed a twelve-week exemption.

" States have developed confusing family copayment reqmrements All states require some
- families to pay part of the cost of their child care; Cahfortlua, Georgia and Washington
~ havecomplicated formulas for calculating family child care copayments. Washington uses
. a complex set of rules that require a family earning less than 74 percent of the federal
'~ poverty level to pay $10.00 a week. But once the household income exceeds 74 percent of
.. federal poverty, the weekly copayment will be the greater|of $20.00 or 47 percent of the
" household income over 100 percent of the federal poverty|level. Georgia's formula has .
* three separate categories for eligibility and two different copayments. From the worker's
perspective, it may not be easy to figure out which of the three categories applies, or which
.. sources of income the state will count. In California, the copayment may vary depending
“on the original source of funds (federal or state), a fact the worker is not likely to know.
N |
* States have set reasonable copayments for families at the poverty level. Copayment rates
-are important to an assessment of access to care because if the family share of the cost of
child care is too high (as a percentage of household income), the family will not be able to
. get care even if they are eligible according to the state ehglblhty rules. The Child Care
Bureau at the federal Department of Health and Human Services recommends a
~ copayment of no more than 10 percent of the household i mcome ‘
_ The state copayment formulas are complicated and difficult to evaluate for their
. impactonfamilies. The best way to compare what the famlly will be required to contribute
~ is to ask each state about the cost of care for the same hypothetical family; we asked about
 a family with one parent and two childrenin child care with income at 100 percent of the
federal poverty guidelines, $13,330. (PPI's survey did not ask about copayments for other
income levels or household sizes and makes no finding on the appropriateness of
copayment levels for these other family circumstances. ) Only one state reported a

jr copayment above the recommended level: Texas has a copayment formula that requires

* the family to pay 11 percent of household income. All other states surveyed have set
" copayments for PPI's hypothetical family of three below the recommended level,

& PPI's Five Action Steps for States

- This survey highlights a problem that we hope will be addressed quickly by a determined
effort of national and state leaders. Itis a vital principle of PPI that welfare reform should
. not disadvantage the working poor. Many state legislatures are still in session or will be
- meeting again in the coming months; state legislators and governors should re-examine the

. state child care plansand eliminate any artificial distine nonr_*. that have been made between

5 “working poor families. Success in these 10 large states would lead the way for smaller

% states and is critically important because the big states represent nearly two-thirds of the

‘national welfare caseload. Stillitis important to note that some smaller states have created
systems of child care basing ehg1b1hty on household income.




1) Create a seamless system of child care. As families movp% from welfare, to workfare, to
low-wage, unsubsidized positions—they should not have to change child care providers,
worry about reapplying, or deal with a new set of rules for assastance A seamless system
lets families cross the bridge from welfare to work without disruption in child care
services. Employers urge decision-makers to invest in child care because they know an
employee with child care difficulties will miss work. Children should be able to count on
seeing the same care-giver and friends; parents should focus on successfully making the
transition.

Child care assistance systems should be fair and easy $o understand. Inlllinois there
will be one set of rules for all Jow-wage workers receiving child care assistance. But,
California proposes the kind of system that all states shoulid avoid: depending upon the
source of the funds, and the state department administering the program—parents may
have different eligibility criteria, income ceilings, time limits, and copayments. The state
will have to treat families in identical situations differently, and it will be difficult for
parents to anticipate the impact of program regulations. ‘

2) Base eligibility for child care on income, not on current or recent receipt of welfare. All
low wage workers need the certainty of affordable, accessible child care. Again, lllinois
has the rightidea. Creating a system of care that bases EIIglbI].lfy onincome level ensures
that working welfare parents get assistance, but not at the expense of other low-wage
workers—especially those who have long managed to avoid asking for welfare. Those
families transitioning from welfare to work will get child care—until their income reaches
the ceiling set by the state. Careful mom‘toring to evaluate‘ the impact of the loss of child
care assistance when families hit the "cliff" of the income cap will be critical, If states find
that the level is set too low or toa high, they can adjust it. M:c}ugan and Washington
propose a system that bases eligibility for child care on household income, although
Michigan's plan has a priority for service to welfare recipients. Decision-makers in these
three states believe the allocated funding will be sufficientito assist all families below the
income ceiling,.

A system that determines eligibility based on current or previous receipt of welfare
ignores the reality that low-wage workers are likely to return when informal child care
arrangements fail. In the first years of block grants, pressure on available funds will be
less, because work requirements will be at the lowest levels. In the current £conomy, many
families who would otherwise be forced to rely on welfare;are working in low wage jobs.
Helping these families now may enable them to stabilize and move up the career ladder
so that they do not fall back into the system when the economy falters.

3) Make copayments affordable and understandable., All families should have the
responsibility of contributing to the cost of care. But, eligibility for child care that is not
affordable is deceptive. Itisanempty promise to say that all low-wage working families
will be eligible, if the copayment is set so high that families Clarmot afford to access the child
care. The Child Care Bureau at the Department of Health and Human Services
recommends a copayment of no more than 10 percent of household income. The national

average payment is 7.5 percent of household income for all families.”
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_ Families should be able to understand the copayment formulaand easily budget for
child care expenses. Entry level workers often have fluctuating schedules and paychecks,
so families may have to calculate their share of the cost with some frequency.

4) Limit gaps in service by offermg incentives to providers and taking advantage of the
« federal option to exempt parents of children under age one. States canenhance the capacity
¢« of the child care system to meet the needs of parents of mfants, as well as third-shift,
Weekend and part-time workers by providing incentives to providers. ‘

Communities are generally not meeting current den}and for infant care. Demand
for infant care will also increase, as the exemption for parents of young children is
narrowed significantly in most states. Another way to limit demand tor infant care, reduce
costs and support families, is to take advantage of the wiork exemption for parents of
children under age one. Since the national average subsidy rate for infant care is almost
$2,200 more per year than the subsidy for toddler care, offering a work exemptlon for
parents of infants is a fiscally prudent step to take in a nmeI of limited resources.”® More
importantly, it is consistent withrecent findings in the research on child development. At
a congressional hearing on July 10, 1997, Dr. Edward ngler, Sterling Professor of
Psychology at Yale University and Director of the Bush Center in Child Development and
Social Policy, stated, "Parents aind their new babies need time together to establish the
rhythms of Iife, to reach a level of sensitive attunement and to become securely attached.”

. 5) Use block grant funds and savings from caseload reducttons to build the child care
system for all low~wage workers, Ina weekly radio address, President Clinton noted that
all states have ended the old welfare program, and that csfuseloads represent the lowest
percentage of our populationon welfare since 1970, Presiden;t Clinton urged states to invest
the resources available from caseload reduction in a system that will enable welfare
recipients to get and keep work—specifically by providing :child care.

. The PPI survey asked states about their plans to incr'iease overall funding for child
care. All of the states indicated an intention to use the total available federal matching
dollars. Some states are transferring funds from the Temporary Assistance for Needy
Families (TANF) block grant to the Child Care and Development Fund. As caseloads
continue to drop and while the work participation rates are relatlvely low, states canafford
to make transfers from the TANF block grant. States can transfer up to 30 percent of the
TANF block grant, and assistance provided by the transferred dollars is not subject to the
federal five year lifetime limit. |
. Most states are mcreasmg state funding (PPI's deﬂmhon of state furids does not
include transfers from federal block grants) for child care. The only exceptlons are Ohio
‘and Pennsylvania which will probably experience a decrease from the prior year’s state
5/ spending. In Ohio, the state chose not to continue spending $10 million from caseload
. reduction savings that was incorporated into the state’s budget for the prior year when
counties began to run out of funds for the working poor, Given Ohio's "guarantee” of
assistance to families witha recent connection to the welfare system, working poor families
‘will experience a reduction in available child care slots. In New York, Governor Pataki
proposes a 5.4 percent decrease, while the legislature proposes a 13.6 percent increase.
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Pennsylvania’s reduction is less than 1 percent of state funding.

Conclusion

The PPI survey on child care shows a trend for states to overlook the flexibility available
to them and retain a child care system with gaps and inequities as if the federal
government were still insisting on this flawed program| design. Unfortunately, this
tendency will punish the working poor generally by failing to invest new resourcesin their
access to child care. Every new law has potential for unintended consequences; hurting
low-wage workers would be anunfortunate outcome of the! historic legislation passed last
year, States have the resources to follow the lead provided by Illinois: create a seamless
child care system for entry-level workers and fund it adequately to ensure universal access
for all eligible families. Welfare reform requires many difficult decisions, and it has only
been eight months since the federal law passed. Although states have filed their first child
care planand many states have completed a legislative debate on this issue, legislators and
governors have an ongoing opportunity and responsibility to improve the state
employment system. We think they will. In the meantime, Congress should carefully
monitor state actions and make changes in the federal law :when necessary.

Margy Waller is senior analyét for social policy for the Progressive Policy Institute.

The author would like to thank PPI president Will Marshall, executive divector Chuck Alston, social
policy research analyst Abbe Miilstein and many other staff members for their thoughtful comments
and editing. Abbe Milstein conducted the interviews.
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- MEMORANDUM FOR ERSKINE BOWLES B
| THROUGH:‘ ‘ Jack Lew %k’ %L’ L

“FROM:

SUBIECT: . * "Heads-Up on HHS’ Child Care Proposed Rule
We are about to conclude rev1ew of HHS’ proposed Chlld Care and Development Fund
proposed rule that 1mplements key welfare reform provisions. The rule, as mandated by the
'~ welfare reform legislation, combmes four previously separate Federal child care programs into-
one Child Care and Development . Fund with-$2.6 billion in mandatory and discretionary outlays
“in FY97. The rule will greatly Slmpllfy the administration of child care programs af the State
~ level by replacmg four sets of reportmg and paperwork requlrernents w1th one unified set of
requirements; 1t will also give States greater ﬂBlel]lty and autonomy to admmnster their- B
_pmgrams ' . i o i ‘ -

One of the most. 51gn1ﬁcant aspects of the rule isa requlrement that al] chlldren ‘ .
participating in the subsidized child care program be immunized. Although this will impose new
“administrative requirements on States they w:ll have the ﬂex1b1hty to. determme how to best '
1mplement the immunization prov1510ns : : : :

The child care provisions m welfare reform have been generally v1ewed as a success story -
and we expect that this rule wﬂl be well-recewed : : s :
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" Rahm Emanuel
. John Hilley
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Bruce Reed
Victoria Radd
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MEMORANDUM FOR THE SECRETARY OF DEFENSE L

SUBJECT ' L;__Us;ng Lessone Learned from the Mllltary Chlld
. -7 . Development. Programs to, Improve the Quallty
=;'of Chlld Care in. the Unlted States

We now’ know that chzldren's earllest experlences, 1nclud1ng
those in- Chlld care,-have: 51gn1f1cant effects on learnlng and
development., T’ belxeve we all have a role to play. inm maklng
sure that all of our chlldren have a strong and healthy start
-in 11fe : ‘. A : :

The Military Chlld Development Programs have attalned a ;r'*“-”'!,”
reputation for an. abiding commitment to. quallty in the d811VGIYjﬂ
of child. care. . Thé Department of Defensebs dedication to ade-
quate: fundlng, trlct oversmght,,lmproved tra;nlng and wage

belzeve that the mllltary has 1mportant lessens to ‘share. Wlth
the irest .of the Nation on how to. improve the qualzty of Chlld
care for all of our, Natlon 5. chlldren..ﬁ. ; . S

1 therefore dlrect you, conslstent wzth existlng statutoryu 1!1}3
authority, to share the expertise and lessons Jearned from - - .
the Military Child Development Programs with Federal, State,---i .
tribal, and loc¢al agencies, ag well as with prlvate and ;-"*“
nonprofit eéntities, that are reaspénsible for. proV1d1ng ¢hild:
- care for our Nation's children.. I furthen dlrect you, ~in. dolng "
so, to consult with the’ Secretary .of "Health and: Human Serv1ces,¢
. the Administrator of. General Services,. and} the ‘heads: of otherx:
" Federal departments or ‘agencies-with statutory authorlty ,ulq,
over :child care programs.ﬂ I ask.that you. provide .me with a
prellmlnary report within & months,.and with-a final: report B
within 1 year on'actions taken- and further! recommendatlons,[“
ineluding. recommendations: on any needed. or|appropr1ate o
leglslatlon i} I urge “you to con51der ‘the follow1ng
I. L In coneultatlon with' States, encourage mllmtary
7.7 installation child development facilities ‘in the. - y
.. United States to’ partner with qulllan chlld care. -
programs in their local communities. to 1mprove the;;
guality .of service.offered. The Department of .
Defense: staff could prov1de ‘asgistance w1th local -
aaccredltatlon efforts, . offexr training-as avamlablegc
wass;st wlth State and local ch;l& development R

;effectlve Chlld development practlces._”
-.more S ,
T A ST I I
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POLICY MAKERS’ CHECK LIST FOR ASSESSHVG THE ABILITY OF CHILD CARE
LEGISLATION TO HELP FAMIL[ES RESPOND TO WELFARE REFORM

There are several child care bills being a}_"fered in Congress that have the potential to promote
the healthy development of children and help parents meet rhe work requirements established by
the Persona! Respons:b:lzry and Work Opporrzmuy Reconc:l:anon Act of 1996. Consider the

a

families leaving welfare for work, families at risk af becoming w 1 ¢ dependent, and low-

income, working families.

[NCREASE AVALLABILI"I‘Y

. Authorize at least $1. 4 billion in addmon umldlc-are{undmgg. The-Congressional
. Budget Office estimates there i 4 billion shortfall over a 6-year period in child care t :
finding for families who meet { far_e_rgf_O_aw,s _work_requirements.Therefore, a

minimum, this add1t10nal amount is needed to meet. the increased demand for child care
generated by parents movmg from welfare to. work. .

for their healthy development, as do younger chlldren The issue of reducing juvenile
crime cannot be fully addressed without the prowsnon of before- and after-school care,
which gives pre-teens the eptlon of partlmpatmg in constructive activities when they are
not in school.” :

. Provide before- and after-school care. Children ages 6-12 need high quallty child care | )

IMPROVE QUALITY *

" The Personal Responsibility and Work Opportumty Reconcihation Act (PRWORA) reduces the
percentage of CCDBG (Chj[d Care and Development Bl ock Grant) funds for quality
improvements from 25% to 4%. The law also requires all states to establish health and safety

" standards for prevention and;control of infectious diseases, including immunizations, building and.
physical premises safety, and minimum health and safety training . However, the legislation '

“eliminates review of state licensing and regulatory reqmrements notification of the [United

States] Department of Health and Human Services when standards are reduced, and
supplementation”(P L. 104-193, PRWORA). The Admlmgstrauon for Children and Families
(ACF) recently released proposed regulations for CCDBG title VI of PRWORA. ACF proposes
to strengthen health and safety in child care by requiring chlldren receiving CCDBG services to be
age-appropnately immun:zed However, additional qual:ty assurances are needed on the federal

g '_/'
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level to promote the healthy de‘velopmént of children.

Improve quality and enforcement of licensing standards. Legislation should require

_ states to spemfy requirements relating to licensing. standards in areas such as child-to-staff
- ratios, group size, staff; preparation and quahﬁcatlo,ns, ongoing staff training, health and

. . .
safety, and [mkages to_parcnts and commumty services.

Provide training and educatlon of caregivers. Studles mdlcate that staff training and

education are cntlcal to the safety of chjldren and to prepanng them to enter school ready
to learn. - '

~ Provide higher campensation for caregivers. The child care field is afnong the lowest
_ paid professions. Low isalaries contnbute to high turnover which in tumn, contributes to
_ poor quality care. Consistency in relatlonshjps with caregwers is necessary for the healthy -

development of children. In addition, better salaries would attract more qualified people to
the field. ; _ ] .
Increase avalla-blllty of resource and referral senﬁces Resource and referral agencies
help educate parents oo selecting thh quallty child ¢ care and can help train child care
providers. ‘ :

ENSURE PARENTAL CHOICE

Set. relmburscment rates that take-into account variations in the costs of prowdlng
child care in different settings, to children of dlfferent age groups and to children

" with special needs. Relmburscment rates should| not be set at less tham 75 percent of

the market cost of care. PRWORA eliminates the requirement that states set
reimbursement rates that account for variations in the cost of care. However, the proposed
ACF regulations for CCDBG would require states to Hlustrate how' payment rates are
adequately based on local market rate surveys |

Base co-payment | ra’tes on family income, not the cost of care. Set co-payment rates

between 7 and 10 percent of family income, ACF regulations propose that states must

~ illustrate how family co-payments based on a shdmg fee scale are affordable. ACF also

proposes to prohibit establishment of payment ratels based on a farmiy s status; for
example having separate rates for farmhes receiving TANF :

PROVIDE FAMILY sij?ORT SERVICES AND PARENTING TRAINING

- Family support services. Support services for families leaving welfare for Work, Fam‘ilies‘ _

at risk of becoming welfare dependent, and low-incoine, working families are needed if

- welfare reform is to truly succeed. As families on welfare seek to meet the welfare reform




law’s work requlrements and respond to the ieg:slatlon s other provisions that they are not
familiar with, they will face new strains. It is expected that there will be an increase in the
numbers of children that are abused and neglected as|a result of welfare reform, creating a
greater strain on the already overburdened child welfare system. Therefore, the provision
of family support services, such as parentmg educatlon, drug treatment, and home visits, is
critical to prevent a new crisis in the child welfare system and to he!p fanuhes achxeve

mdependcnce

Parenting trammg Parents are their children’s. first teachers. In order to make a posxtwe -

impact in the lives of chlldrcn significant resources and interventions must be directed to
their parents. Parenting classes would help parents access the array of resources and

. services necessary to meet the needs of their children, Parenting classes would also help

. prepare children for sclgool and parents for work. The program would focus on getting

parents involved in the. healthy development of their children and include teaching _
- developmentally appropriate activities that stimulatejchildren’s learning. This would help
prepare children for school. The training would also| iprepare parents for work by focusing
on Stress. management* household managcment and budgeting, and choosing quality ch11d

care
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- ready to eat at Milwauikee"

_Carter Developme

the erucial early year

By IAMES COLLINS l

|
¥ 6:30 EACH MORNING, ALBERTA
Early has arrived at the Carter
Development Center on Mﬂ;
waukee’s near North Side
Along with Shirlene Devougas,
Early cares for elght infants in
one of the center’s day-care pro-
grams, and three of their charges show up
before 7, s0 Early has to be ready for them

. By 8:30 all the babsies are present, and Ear-
ly and Devougas give them breakfast..

“Everybody wants to be fed at the same
time,” says Early with a laugh. The room is

clean and bright, painted in a pleasant '
combination of green and white. Some in- -

fants crawl around a blue carpet, where
they play with blocks, stacking toys, a plas-
tic mirror on wheels. On one recent after-
noon, Early pushed the mirror toward Li-
month-old Aubrey. “See that?” she said,

“That’s youl” The youngest babies are |

placed in infant seats, unless Early or De-
vougas has got them in her lap, “We sit and
hold them,” Early says, “play with their
hands and feet and, talk to them.” |
It sounds just about perfect, and it is.
In the world of day care, the kinds of pro-

grams run at the Carter Center can be'

considered the ideal. They provide good
food, a safe setting, plenty of mental and
physical stimulus, and lots of attention
and affection. Equally significant, they
serve the children of low-income famlhes,
kids who may be at risk for poor develop-

. ment. Troy Harris used to be on welfare

and now works at the Carter Centér,
where her two children are in day-care
programs. “If I didn't work here, I would
still want my children here,” she says.
“[Otherwise] your child could sit at home
all day or at the neighbor's home watching
TV. That would be my worry—that my
child’s not learning enough.” ‘

Millions of poor mothers are soon go--

ing to be faced with the same worry. Un-
der the new federal welfare law, even re-.
cipients with very young children are
required to find work (although states may
exempt a single parent caring for a chlld
under one year old). According to the Ch:l-
dren’s Defense Fund, there are now a'bOut
9.75 million children on welfare, about
4.5 million of them under five. That trans-
lates into an enormous new demand for
day care and raises concerns about the
guatity of that care. |

In Wisconsin, which has pioneered
welfare reform and is often touted as a na-
tional modet, the crunch is coming sooner
than in other states. That is partly because
the latest phase of Wisconsin’s law, whlch
is called Wisconsin Werks, or W-2, goes
into effect Jan. 6 and requires motheris to

get into a job program and parenting classes
just 12 weeks after giving birth. But itisalse
because the state already has fairly high
standards for day care in place. The chal-
lenge has been how to maintain those stan-
dards while accommodating thousands of
new kids--and the struggle so far has been
both painful and instructive.

In 1996 Wiseensin subsidized care for
17,000 children at a cost of $52 million _
(about $3,000 per child). Under W-2, the
number of children requiring subsidized

‘care is expected to trjple, to 60,000. Yet in

its original W-2 legislation, Wisconsin did
not tnple the state funds earmarked for
child care. In fact, it planned to increase its
own spending only negligibly and use fed-
eral block grants to bring the amount of

=
r
2
2
2
2

The welfare hill signed hy
President Glinton allots
$22 hillion for child-care
subsidies over six years,
hut leaves an estimated
$1.4 hillion shortfall

money available for day care next year to
$160 million (roughly $2,600 per child).
S0 just as it faces 2 flood of younger,
poorer, needier children into state-subsi-
dized day care, Wisconsin planned to re-
duce the amount it spends for each child—
with consequences that would be felt
throughout the day-care system. For one
thing, the state proposed channeling
more of this money to welfare families by
reducing day-care subsidies to the work-
ing poor through higher co-payments and
eligibility standards. (Some low-income
families would have been required to
spend as much as 46% of their gross in-
come on child care.} The state also pro-
posed a sliding-scale co-pay structure for
welfare recipients basad on their income
and the cost of the care they choose, and
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GETTING A FULL START Early care is up-to-date in Kansas City, Missou

ereated a new category called “provision-
al certified care,” This care, to be provid-
ed by any adult who passes a criminal
background check, in any home meeting
basic health and safety requirements,
would be exempt from most of the regula-
tions aimed at ensuring quality in Wis-
consin’s licensed day-care centers~and
so presumably would be much cheaper. -

HILDREN'S ADVOCATES IN WIS~
consin were quick to criticize
this version of W-2. Mary Ba-
bula, head of Wisconsin’s Early
Childhood Association, charged
that it would ereate “s push for
parents with low disposable in-
come to choose the cheapest care they can
find.” Linda Bosett, who works for the Sil-
ver Spring Neighborhood Center in Mil-
waukee, was worried because subsidizing
provisional certified care—while it might
provide some cash to the grandmother who
has been baby-sitting for free—could also
put children at risk by parking them with
untrained strangers. Indeed, this cheaper,
second-class day care might begin to drive
licensed centers out of business.

Jean Rogers, who directs W-2, coun-
tered that “in the real world, families make
fchild-care] decisions based on a number
of qualities and situations.” When she
talked to welfare recipients while drafting
W-2, she says, “the single most common
response was that they thought child care
should  be made more flexible so that
friends and relatives would be able to
receive the suhsidy.”

MISSOURI

 Kansas City’s innova-

tive Full Start program,
feft, targets pre-K kids,
hut the state lags in
day-care spending

GEQRGIA

Determined to offer a
pre-K program to every
four-year-old in the
state, Georgia set
aside $3157 million of

‘lottery revenuss

MASSACHUSETTS

Revenues from

special license plates

will be earmarked for

child-care training and
aterials

|
OHI0
Day-care spendlng
rose 20% in 1996, and
child-care programs
are being linked to

- THE STATES GRAPPLEWITH DAY CARE -

HAWAN

Despite budget cuts,
the state launched a
new initiative, Good
Beginnings, which aims
to involve businesses
in ¢hild-care programs

FLORIDA

In six counties,
residents voted to
increase their property
taxes to fund Child
Service Councils, which
work ta imprave the
quality of child care

NORTH CARGLINA

A public-private
partnership called .
Smart Start gives block
grants to counties to
care for children under
the age of six. One
county decided to
subsidize new mathers

to stay home

Seurce: Horkeng Apther, and MM iepgng

Nevertheless, the outery prompted
Governor Tommy Thompson to appoint
a special panel of child-care providers;
elected officials and pollcymakers to re-
consider the co-pay provisions. Last week
on its recommmendation, Wisconsin ravised
the plan. Day-care co-payments will be
calculated primarily according to income
and number of children, not the cost of
care. And a family’s co-payment obhg,atlon
will be capped at 16% of grass income. To
help close the spending gap between this
formula and the earlier omne, 'I‘hompson
will use an extra $25 million in federal
money for 1997 that the state had earned
from reductions in its welfare rolls dunng
recent years. “We're leading the country.
Nobody has tried to adopt a plan of our
magnitude that both eliminates welfare
and makes a commitment to quality child
care,” he says. “We don’t have all the an-
swers. But what we've done is attempt to
level the speed bumps that we have antic-
ipated so far.” \

There may be more bumps ahead. Be-
cause what is at stake in the coming'day-
care crunch is of far more consequence
than whether little- Janie watches too
much Rug Rats. Without a good solution
to the day-care dilemma, welfare reform
has no hope of breakmg the “cycle of de-
pendency” and may in fact exacerbate it.
For starters, a study by Marcia Meyers at
Columbia University's School of Social
Work has shown that good, reliable child

care is a key factor in whether a wélfarcl

mother can perform well on the jﬂb and
stick with it 1

public schools

But more fundamentally, inadequate
care in the pre-K years may affect a child’s
later ability to learn, limiting it in ways that
cannot be offset by the uplifting sight of
seeing Mom march off to work. Brain-
development research indicates that in tha

" first two years of life, virtually all our vital

neural connections are being formed. Oth-
er studies show the crucial role that re-
sponsive, sensitive and stimulating care

Pplays in forming those synapsés. A bad

day-care situation, where a child is under-
stimulated for long stretches of time or
moved among ever changing caregivers,
may cause long-term harrn to a child’s cog-
nitive and emotional development,

For that reason, the day-care part of
workfare is both an enormous risk and
an encrmous opportunity. Few of Wis-
consin's poor children will get the excel-
lent care that Alberta Barly provides at
the Carter Center, which charges §85,476
a year for an infant (less for an older
child}. In fact, some mothers may have to
take their children out of the center be-
cause their co-payment will rise. What
happens to the 2,700 children of the
working poor who lose their subsidies al-
together is one of the many imponder-
ables as Wisconsin enters the next phase

of its welfare experiment. But what child -

advocates continue to remind the Gover-
nor of is that while the W-2 program is
susceptible to endless tinkering and ad-
justments, its effects on young children
may be permanent. —Reported by

Wendy Cole and Erik Guan/Milwaukee, Melissa

Ludtie/Boston and Ann Sitnmons{Washington
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( THE SECRETARY OF HEALTH AND HUMAN SEAVICES
WASHINGTON, O.C. 20201

MEMORANDUM FOR THE PRESIDENT
: 2014

m
£
|

. 'G5 1)
SUBJECT: A Refundable Child Care Tax Credit

For the first time in American h:istory, this country will have a seainless system for
supporting child care expenses. - By making the Child Care Tax Credit refundable, every
working family in America will have access to some child cajre support.

Currently, the Child Care Tax Credit provides essential child care support for millions of working
families with employment-related child care expenses. However, the credit is not available for

“working families who have no federal income tax liability. Ry making the credit refundable, the

tax credit would be available for the first time to all working families with children. The new
group consists of low wage earners who pay 20 percent oftheirlincome for child care, a
disproportionate share of their income when compared to higher income families who pay only six
percent of their income. By the year 2002, Treasury estimates that refundabiiity would benefit
over two million low wage working families who have little or no tax liability. Most of these
working families have incomes below $30,000 and would receive an average benefit of $500-600

annually toward their child care expenses,

Using a tax mechanism to provide child care assistance is both good policy and good politics.

The Child Care Tax Credit is enormously popular, Since families see the results on their income
tax returns, it is one of the most positive benefits they know they are getting from the federal
government. Ask any family that uses the credit, and almost inevitably they will be able to tell you
how much help they received toward their child care expenses.

The Child Care Tax Credit has long enjoyed bipartisan suppaort. 'In the last two decades, the U.S,
Senate has voted to make the credit refindable several times. President Bush proposed making
this credit refundable and child care organizations and women's groups strongly support it.
Further it is anticipated that the Republicans will propose significant tax cuts for the wealthy, As
a result, it will be difficult as a result for them to argue against an Administration tax proposal to
help hard-working low income families with significant child care costs.

Making the tax credit refundable helps low income working families get child care assistance
without going through the welfare line. While the welfare reform law (The Personal
Responsibility and Work Opportunity Reconciliation Act) authorizes $20 billion in federal child
care funding over six years, most of the funds will be needed toLsupport welfare families moving
to work, leaving little room for assisting working poor families. We expect that the credit will be
used largely by working families who do not receive direct subsidies. Using the tax code to serve
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these families is an equitable and nonstigmatizing approach that
initiatives -- Earned Income Tax Credit, minimum wage, health
Medical Leave -- for working families.

complements the Administration’s
care portability and Family and

At a time when we are devoting significant attention and resources 1o families receiving welfare,

this would be a visible source of help to working famifies who a

re not on welfare but are

struggling to stay in the labor force. For the first time n h:story all working families with child

carc expenses would receive some federal support.

.

\
Donna E. Shalala

t
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CHHS DEVS e

u, l DEFARTMINT OF HEALTH AHD HUMAN SERVICES -

FOR IMMEDIATE nnnnhsa ' Contact: Michael Kharfen.
Monday, Sept. 30, 1996 - , (202) 401-9215

HHS RELEABES NEW CHILD CARE PUNDS TO STATES AND
cnast TO IMPROVE CHILD CARE QUhLITY- -
HHS Secretary Donna- E. Shalala announced today that the .
_ increased child care funds available to 'states under the newly
enacted welfare law will be releaséd;tomnrrgw. Secretary Shalala
also announced néw granté to-help states impro#a the health and
safétyyéﬁ child care brﬁgrams, . |
The child care biack grant funds for fiscal year 1997 that.
begin to be releaséd tdmotrou will provide up to Si 92 billien to
states 'a significant increase over the estimated FY 1996 level of
$1.35 billion. \ |
“Presxdent c1intoh éigned into law a ﬁelfare bill thét mét his
principles of work, parental responsibility and prqtectlons for
children,“ sald,Secretary Shalala. "I'm pleased that the department
is mov;nq qulckly to help states prov;de the affordable, accessible
and quallty chxld care whzch 1s crltlcal to help move families from
welfare to waork."
HHS estimatés{ thatndgpehdihq_on states' decisions; this
~ increase in funds will enable states to serve about 230100ﬁ-
additional'children,tin full~year, part-time child care SIOts,
Uﬁder the new welfare lau nevaral federal child care ﬁrOQréms
were ccnsolidated into the Child care and Development fund, a axngle '
block grant to the states. Thls con5011datlon of funds makes lt

- More -
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.easier for atat§u to ﬁlan for and.access faderal fundé, reduce
"Iadministrative burdens, - 1ncrease the number of children who can he
‘served and improve the quality of child care programa.

Later this year, approximately $1 hllllon in dlscretionary
child care funds will aleo be relaased to the states

HHS is also awardinq SZ;S-million in grants to 42 étates, ghé
District of COlﬁmbia, Puerto Rico and the Républiq of Palau this
week to éupport and encéurage the dEvelopment of statewide

- strategies and planning. fcr hcal’c.hy, zafe child care programs The
grants build upon the Healthy child Care America Campalgn launched
by Secretary Shalala last year. The award of these grants is the
product of a gollaborative effort between two agencies in HHS: the

Health'Re.sources And Sez‘-vices‘Adminietratiqn's Hatérnal and Child

Health Bureau, which“wiilnadhinister the grants, and the

Administration for Ch;ldreﬁ and Families' Child Care Bureau.'

“The éctiVItieg;bf the prqjects include formation of sta%ewide
Healthy Child Ca’ré Cénmpﬁigns, invés:tmente in systens and servicefs to
increaée child care capécity, programs to'addr;ss children with
special needs and tha tralnlng of child care praviders in health and

'safety. The projects are funded for three years.

"Under the department's vision of a recinvented govarnment that
works hetter together to serve America's children and families, this
important collaborative effort among HHS agenc1es identified the
crucial priority of health and safety in child care,” said Secretary
Shalala. "These grants will serve as a catalyst for state efforts
to ensure parents have t:he choice for quality‘. child care prqgrams."

| RYy |

Note:  HHS press releases ‘are avallable on the World Wide Web at: -
http://www.dhhs. gov.- ! . ‘
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$1,354,855,195 $1,922,742,500
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FY1996 Y1997 - Inerease
- Alabama $16,340,978 $27,538,930 11,187,955
Alaska 4,628,222 5,573,564 945,342
"Arizona - 24,802,279 32,654, 444 7,852,165
Arkanesas 5,216,653 11,928,191 6,711,538 v
‘california 81,595,011 189,109,830 107,514,819 ¥
‘Colorado 11,935,519 20,458,829 8,523,310 v
- Copnecticut 25,860,821 - 27,297,695 1,436,874
-Delaware 5,544,948 7,097,533 1,534,585
D.C. 3,984,787 6,007,129 2,022,342
Florida 48,138,526 78,991, 51% 30,852,989
Georgia 48,944,950 56,725,095 7,780,145
Hawail 6,246,320 8,544,528 . 2,298,208
Idaho 2,836,570 6,360,048 3,523,478 7
Tllineis 83,741,735 92,635,041  , 8,893,306
Indiana 37,685,927 41,476,175 3,790,248
Iowa 6,476,450 16,176,667 9,700,217 v
' Kansas 10,166,728 ‘16,962,947 - 6,796,219
KRentucky . 17,289,150 26,565,371 9,276,221
Louisiana 12,716,209 26,579,410 13,863,201,
Maine . 3,026,858 6,253,341 3,226,4837
- Maryland . 23,045,304 36,968,426 13,923,122
Massachusetts 55,880,580 60,349,955 4,469,375
‘Michigan 41,192,695 58,298,700 17,106,005
Minnesota 26,728,107 36,230,664 9,502,557
Mississippi 9,599,538 ' 14,049,912 ° 4,450,372 7
"Missouri 27,599,568 738,926,173 11,326,605
Montana 3,626,693 5,561,904 1,935,211
Nebraska 7,786,148 15,877,705 8,091,557
Nevada 3,499,702 6,878,492 3,378,790
New Hampshire 4,362,499 8,153,892 . 3,791,393
. New Jersey 52,082,630 52,638,058 585,368
New Mexico 8,707,301 13,916,036 5,208,735
New York 117,110,636 153,480,403 36,369,767
N. Carolina 66,882,817 ' 88,590,381 21,707,564 .
N. Dakota 1,708,379 4,226,635 2,518,256
Ohio 68,441,868 100,003,527 31,561,659
Oklahoma 30,998,199 33,904,916 2,906,717
Oragon 23,335,244 - 27,598,040 4,262,796
Pennsylvania 59,244,874 85,648,280 26,403,406
Rhode Island 7,119,676 9,159,194 2,039,518
S. Carolina 13,300,903 19,673,401 6,372,498
'S. Dakota 1,832,447 - . 3,805,883 1,873,436 7
Tennessee 47,643,844 51,258,743 © 3,614,899
Texas. 73,324,512 116,877,750 43,553,238 .
Utah 12,181,102 19,428,168 7,247,066
Vermént 3,208,151 5,666,584 2,458,433
Virginia 21,880,669 - 38,380,459 16,499,790
‘Washington 38,002,711 = 56,766,466 18,763,755
West Virginia 9,728,862 . 12,973,006 3,246,144
Wisconsin 35,205,439 18,370,188 3,164,749
Wyoming 2,347,399 4,162,277 1,814,878
Total "8567,887,305


http:27,598,0.40
http:3,378,790.11
http:17,10.6,0.05
http:92,635~o.41
http:6,360.,0.48
http:56,725,0.95
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Child Care and.Devglopm"t_ér’l_t Block Grant Amendments of 1996

Funding

. The Amendments authorize and appropriate a total of $13.9 billion in mandatory funding for
- FYs 1997-2002 and authorize $7 billion in discretionary funding for FYs 1996-2002. States .

. would receive approximately $1.2 billion of the mandatory funds each year as a capped

~ entitlement based on federal IV-A child care expenditures in each state in FY94 FY95 or the

avcrage from F‘r’ 92-94 (whichever is grcater)

The remainder of the mandatory funds (after an allocation to tribes) would be available for
state maich (at the 1995 FMAP rate) based on the At-Risk allocation formula . In order to
be eligible for these new matching funds, a state must maintain 100% (maintenance of effort)
of FY94 or FY95 state child care expenditures (whichever is greater) AND exceed the state
set-aside described above.

Total funding, including mandatory funds and $1 billion in discretionary_funds for each year:

" $ 2.967 billion for FY 1997

$ 3.067 billion for TY 1998
$ 3.167 billion for FY 1999
$ 3.367 billion for FY 2000
$ 3.567 billion for FY 2001

-$ 3.717 billion for FY 2002

Once funds are transmitted to Grantees, all fundmg will be subject to the requlremems of the

Child Care and Development Block Grant Act, as amended.

: Effec;ivg Date .

The effective date of the Child Care and Development;B!ock Grant Amendments is October

1, 1996. The authorization of approprlatrons for the discretionary funds takes effect on the
date of enactment.

Eligibilim

Changes family income'limit from 75% of State -Median Income to 85%.

0\,.\\(\ {_’U}v |

. /
/



The Amendments retam CCDBG lead agency reqmremems but allows the lead agency to-

- administer the program through other governmenta] or nongovernmemal' agencnes.

lication and Plan
Under the Amendments, the parental choice provisions. (requiring that parents be given the . -
option 1o enroll their children in grant or contract slots or to receive a cemﬁcate) will apply
to the entire program. -

The Amendments expand the current law requirement for a public hearing on the state plan

-to specify that the state-must prowd.., sufficient time and statewide distribution of notice of
the hcanng -

* Administrative Costs

“The Amendments ]lmlt admmnstrauve costs to 5% of the aggregate fundmg and spccnfy that

admlmstranve costs shall not include the costs of providing direct services.

' Repon langu’a_ge clariﬁes that the Secretary should issue regulations that define and determine

true administrative costs prior to the deadline for submission of State plans. Eligibility
determination and re-determination, preparation and participation in judicial hearings, child
care placement, the recruitment, licensing, inspection, reviews and supervision of child. care
placements, rate setting, resource and referral services, training, and the establishment and
maintenance of computerized child care information should not be considered administrative
costs. . ! '

n r_Education

The Amendments replace the current law requirement that specific consumer education -

information be made available (concerning licensing and regulatory requirements, complaint
procedures, and policies and practices relative to child care services within the State) witha -
general requirement that the state w11| collect and dlssemlnate information that will "promote

.informed child ca.re choices."”

The Amendments set aside not less than 4% of total funds for activities that are "designed to
provide comprehensive consumer education to parents and the public, activities that increase

~ parental choice, and activities designed to improve the quality and- availability of child care
(such as resource and referral services.)" This provision replaces the current law description - -

of activities to improve quality (r&r; grants or loans to meet state and local standards;
monitoring of compliance with licensing and regulation; training; and compensation).

2



mpliance with State Licensing Requirem

‘The Amendments replace current Jaw requirements that the State assure that all child care -
providers comply with state and local licensing or regulatory requirements, including -
. registration, with a requirement that states have in effect licensing requirements and provide-
descriptions of the requirements and how thcy are enforoed The Amendments ellmmate
rcgistrat:on requirements, :

Health and Safety

The Amendments retain current law CCDBG Health and Safety reqmremcnts and apply thcm
10 all of the child care funds. _

Payment Rates

The Amendments add a requirement that states provide a summary of the facts used to
determine that rates are sufficient to ensure equal -access.

It also eliminates the requiremcnt that péyment rates take into account variations in the costs
of providing care in different settings and to different age groups, and the additional costs of
providing child care. for children wuh specnal needs. :
ibe o ‘ )
 Set-Aside: The Amendments requ1re a minimum set-aside for Tribes of l% of the aggregat@
funding and allows the Secretary to set a.snde. up to 2%. '

Mlmmum Standards The Amendments add a requirement that the Secretary, in -
consultation with tribes and tribal orgamzanons shall develop minimum Chl]d care standards
for tribes and trlba] organizations. ‘ -

Construction or Renovation of Facilities: The Amendments give the Secretary authority to
allow Tribes or tribal organizations to use program funds for construction or renovation
purposes as fong as that will not result in a decrease in the level of child care services
provided by the tribe or organization as compared to the level of services provided in the
preceding fiscal year. The Secretary is-directed to develop and implement uniform
procedures for the solicitation and consideration of requests to use funds for this purpose.

Reallotment: The Amendments add a provision giving the Secretary authority to reallocate
any portion of tribal set-aside grants to other tribes or organizations if she determines that the
funds are not being used in a manner consistent with the statute and tlme perlod for which |
the gram or contract is made available.
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Other Orgamzatlons The Amendments add under the definition of mbal orgamzatmns
*Other organizations”, which includes a Native Hawaiian Organization and a private
nonprofit orgammuon establlshed for the purpose of serving youth who are Indians or Native

Hawaiians. -
Territor |
The Aniendfnems eliminate the Trust Territory of the Pacific Islands from the list of eligible

Territories and Possessions. The Amendments do not include territories m the definition of
States &l 1g1b|e for mandatory and matching funds. :

Enforcement.

. The Amendments eliminate the authority of the Secretary to terminate payments for failure to
- comply with the state plan or any provision of the law and replaces u w1th dlsallowance
author:ty for lmproperl y expended funds

| Reports & Audits

The Amendments replace the current law annual reporting requirement with requirements
that states collect a specific list of data on a monthly basis and submit it to the Secretary
quarterly. It also requires biannual reports from the states (beginning 12/31/97 and every six
months after) containing other aggregate data. The data elements are substantially broader

" than current law regiorting requirements “ ' :

The Amendments also requ1re the Secrelary to submit blenmal reporrs to Congress hegmnmg_ .
in 1997 r :

While the Amendments maintain current law audit requirements, it requires only that the .

audit entity be independent of the State, replacing the requirement that it be independent of
"any -agency administering activities that receive assistance under this subchapter.”

Other Deﬁni;ion

Child Care Certificates: The Amendmcms add child care deposns as an allowable use of a
child care cernﬁcate L

Eligible Child: Changes family income limit from 75%. of State Median Income to 85%.

.Eligible Child Care Provider: Adds great grandparents and non-resident siblings to list of
eligible providers and eliminates the requirement that relative providers be registered.

Other Organizations: The Amendments add under the definition of tribal organizations,
"Other organizations”, which includes a Native Hawaiian Organization and a private

4



nonprof' it orgamzauon established for the purpose of servmg youth who are Indians or Natwe
Hawaiians. : .

Miscellaneoys Deletions

'The Amendments eliminate the CCDBG sections 'fegafding the rationale for reductions in
standards, review of state licensing and regulatory requ:remems and
supplementation/supplantauon :

Strikes current law !anguage specnfymg issues that may be considered durmg consultation .
with Iocal governments on devclopmem of the State plan ' . :

The Amendraents eliminate the requirement that states dedlcatc funds to carly childhood
development or before and after school child care programs. :

Related Child Care Provisious in Temporqrj Assistance for Needy Families (TANF)

Rep_leéls

Repeals Title 1V-A Child Care programs, thus ehmmaung guaranteed child care for needy
_individuals. .

p

nds Transfer

The TANF block grant allows states_to transfer up to 30% of the temporary assistance funds
into the child care or social services block grants. No more than a third’ of this amount may
be used for the Social Services Block Grant, :

Fallure Provide Chil

The TANF block grant prohibits states from sanctioning a single parent who fails to
participate in work because she cannot access child care for a child under age 6. The
Secretary can impose a penalty of up to 5% of the family assistance grant amount on states
that fail to maintain assistance to adult single custodial parents who cannot obtain child care
for a child under age 6. The amount of thc penalty will be based on the severity of the
fajlure.



Meeting Participation Rates/Work Requirements

Meeting Work Requi‘réments

Single parents with a child under the age of 6 are deemed to be meeting work pamcnpauon
requirements if the parent is engaged in work for 20 hours/week.

The TANF block grant adds to the definition of work activities: “the provision of child care
services to an individual who is participating in 2 community service program.”

‘Sense of the Congress

- The TANF block grant includes a Sense of the Congréss that encourages each state to assign

the highest priority to requiring adults in 2-parent families and adults in single parent families

~ that include older preschool or school-aged children to be engaged in work activities.
- Two-Parent Families -

‘With the exception of a disabled parent or families with a severely disabled child under the

parent's care. the TANF block grant requires that if child care is provided by the State, both
spouses in a two-parent family must work, but the second parent must only work a minimum
of 20 hours per week. :

Optional Exemptio;l'

The TAN'F block grant includes a state Optlon to exempt single parent fam:lles with a child
under the age of 12 months from engaging in work. The state may disregard the parent in
delcrmmlng work parumpanon rates for up to 12 months. '

ITlglg XX ‘

The welfare reform bill reduces Title XX funding by 15% until FY 2002.
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ESTIMATED FY 1997 STATE ALLOCATIONS FOR THE CHLD ﬂRE AND DEVEI;OPMENT FUND

B

5iscretionsry

i Mandatory " State Share Matching Siate Share of
Stots Funds t/ Regquirement {MOE} 2 Funds 3/ - Matching Funds 4/ Funds b/
Alsbama s 18,441,707 ¢ 8,896416 § 11,007,223 ¢ 4,664,580 ¢ 20,236,065
Alsske: o . 3,644,811 3,644,811 ‘2,028,763 © 2,028,763 1,806,673
Arizona 19,880,887 10,086,324 12.763.447 8.458.612 18,612,030
Arkansas 5,300,283 1,888,641 6,627,908 2,369,086 11,886,058
Colifornia $2,648,658 92,045,669 96,164,172 88,164,172 120,466,746
Colotado 10,173,800 4,885,889 10,285,029 9,084,141 11,069,602
Connacticut 18,738,367 18,738,357 8,668,238 8,668,338 7,224,685
Dalawaers 5,179,381 6.179,351 1,800,182 - 1,800,182 .2,11%,607
District of Columbia 4,720,614 4,720,614 . 1,286,818 1,288,616 1,879,409
Florida 43,026,624 33,424,300 36,864,881 27,838,688 60,048,337
Gaorgis ‘36,622,787 22,187,212 20,202,308 12,261,628 . 32,167,811
Howaii - 5,220,834 5.220,834 3,323,884 3,323,884 3,662,386
. ldsho 2.887,578 1,175,818 3,482,470 . 1,488,814 6,133,866°
. linois 59,608,473 §9,608,473 33,026,668 33,025,668 37,706,676
Indisna 26,181,988 15,366,848 15,284,176 8,870,738 18,066,411
lowas 8,877,746 6.298,427 7.288,922 . 4,356,874 §.228.278
Kensas ‘8,811,868 6,672,988 7,161,279 4,860,112 8,898,861
Kantucky 16,701,803 7.274,3686 9,863,668 4,312,290 17.842.749
Louisiana 13,854,562 5,219,484 12.714,858 4,786,667 26,680,163
Maine 3,137,106 1,828,161 3,416,236 1,806,728 - 3,873,128
Maryland . 23,301,407 . 23,301,407 13,887,018 13,667.018 13,203,338
Magsachugetts 44,973,373 ‘44,073,373 16,376,682 . 15.378,682 14,396,116
Michigan a2.081.822 24,360,687 28,216,778 - 18,907.040 208,217,891
Minnesota 23,367,543 19,680,386 12,883.121 10,838,863 13,482,420
Mississippi 6,283,116 1,716,431 7.758.,788 2,114.413 17,388,322
Misr.outi .24,668,668 18,648,766 14,267,806 ‘9,564,626 18,227,212
Montane 3,180,889t - 1,316,208 2,371,213 877.48E 3,212,636
Nebvasks - 11,338,103 8,966,069 4,639,802 2,876,296 5.535.816
‘Nevada ‘ 2,680,422 2.580,422 4,288,070 4,298,070 4,133,817
New Hampshire 5.061.606 5,061,808 3,102.288 3,102,286 2,666,966 .
New Jatsey . 31,662,863 31.862.863 20.8756.406 20.976.405 18.639.812
New Mexico B.702,654 3,034,328 - 5,213,342 1,808,024 9.446,628
Now York 104,883,634 104,892,634 48,686,866 48,688,888 67.482.836
Naorth Caroline ~  £98.839,228 37,878,186 18,961,163 10,336,128 28,148,218
North Dakota 2,506,022 1,017,136 1.720.613 ° 782,826 2,344,978
Chio 70,444,793 - 45,628,364 29,668,734 . . 19,148,722 35,119,218
Oklahoma 24,808,078 .. 10,660,305 8.994.837 - . 3,845,801 16,232,803
Oragon 19,408,790 T 11,714,891 8,188,280 4,842,868 9,872,899
Pennsyivenia 65,338,804 46,628,030 0,311,476 25.541.8621 32,711,417
Puertz Rico . e : - ‘ - 24,866.836
Rhoda Island 6,833,774 6,321,128 2,626,420 2,026,708 2,720,800
South Carolina 9,867,429 4,087,361 9,805,962 4,061,896 18,120,863,
South Dlakota 1.710,868 . 802,897 2,086,014 883,173 3,166,183
Tennoasee . 32,702,048 18,976,714 13,666,668 6,823,186 20,848,687
Texes 69.844,129 34,681,426 67.033.621 33,062.6854 92,920,868
Utah - 12,691,664 4,474 926 €.836,604 * 2,467,430 9,395,745 -
Varmont . 4,148,060 2,804,331 1,618,624 978,227 1,714,663
Virginia' 21,328,768 21,328,766 17.061,683 17,061,893 19,268,060
Washington 41,048,341 38,768,113 14,818,126 13,684,718 16,804,036
West Virginie 8,840,727 2,871,383 4,132,279 . 1,408,868 7,719,178
Wiaconsin 24,611,361 16,470,677 13,858,837 'B,312,801 114,023,037
Wyoming 2,816,041 1,663.781 1,347,236 795,866 1,628,938
§tuta Yotal % 1,199,050, 700 3 908,2'52,925 8 72;,891.800 4 659,286,747 & 97§!500E°°°

_ NOTE: Mandatory, Matching and Discretionary funds have beon reduced by one quarnar ol on'o parcant for technical assistance,

pursusnt to 46 CFR 98.80(a){1). Mandstory ard Matching funds have been reducad by the triba! set-aside. Discretionsry
funds have besn reduced by the tribsl s territonis) set-aside, Territonies are not eligible for Mandatary or Matching funds,

1/ Mandstory Funds sra siiocated ban;d oh the Fedaral shars of expanditures for (V-A child care in FY 1894, FY 1885, or the aversgn:

of FY 1902-1804, whichever is grastest. Allocstions afe based on sxgenditurs data o8 of Feb. 28 and Aptil 28, 1986,
21 Preliminary caiculation basad on aveilable sggragate data; may need to bs adjustsd. In ord§r to be slgible for Matching Funds, Ststes
sre required to maintsin the greater of FY 19084 or FY 1995 axpendituras for IV-A chlld eare.

3/ Matching Funds are slloceted according 1o the preportion of childran under age 13 using Cansus date ss of July, 1985 tin sccordance
with the At-Risk Child Care program aliocation formuls). Each State’s maximum sliocation is shown; unused funds will ba redistributed

. among States.

4/ State axpanditures sbave the MOE levet sre matched based on the FY 1995 FMAP rate.

6/ Ditcratianary allocation is preliminary and basad on the #1 billion in authorized funds. Final Stae aliocs

For Discretionary Funds, Puerto. Fico is inciuded in the State aliocation formuls

tions may changs.

23-Aug 54
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EXECUTIVE OFFICE OF THE PRESIDENT

" 22-Feb-1996 10:37am

JTO: - Bruce N. Reed
" TO: "~ Kenneth 8. Apfel

FROM: Jeffrey A. Farkas

: - Office of Mgmt and Budget, HRD
cc: Barry White

CC: Keith J. Fontenot

'SUBJECT: RE: Senate Child Care"

We chatted with Ken on the policy. He agreées that the NGA
proposal is better than the Senate, but he believes the hlgher MOE
is definitely needed to make the pollcY work.

There is definitely more Federal money in the NGA proposal than in

"either the Conference or the Senate bills, and, from a State's

standpbiﬂt,‘there is a much bigger Federal paycff on State dollars
if a State only wanted to put up the minimum that it had to for
child care. . :

At the minimum State MOE level, for example, the Federal match

rate is effectively 75% under the NGA proposal as compared to 63%
under the Senate and 65% under Conference. At the highest State
funding level (100% MOE plus match), the total match rate is also
much higher for NGA, at 66%, while the Senate and Conference are
both at the current FMAP rate for child care, about 58%.

- Ohée way to look at the quastion seems to be how rich do you want

the Federal match rates for child care to be., The budget
analyst's instinct is to keep match rates reascnably balanced --
the currént average FMAP is 55% for AFDC and 58% for child care.
The arguments for more balanced match rates include the incentive
on States to spend meoney prudently, the shared responsibility for
the program, and keeping the pressure on Federal costs down.

Another important question is the pressure that increasing the

.Federal share of welfare reform costs dould create to cut other

 programs.
An altetnative could involve adding the NGA's $4 billion -- or
somé portion of the $4 billion -- to the amount that States must

match directly. If all of the $4 billion were matched, as opposed

' to the current proposal, the total child care pool would be _
. expanded by an additional $2.9 billion, and a lot more children in

working families could be served. Similarly, if a match were in



"

place, the Federal share of an additional $4 billion total ‘in
child care would only be about $2.3 billion. Of course, bécause

“of the State spending requirements, the Statess would not be as

warm to this proposal as they are to the NGA alternative.
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21 olhencai Adjustments to an AFDC Black Grant Similar to the One ia FLR. 4
Based an a Vanety of Adjustment Factors

.

co' "blldate fou.r AFDC related programs (AFDC Bepefits, administration, Emcrgcncy

it 25 33
MG i )
e p A :

; tgpbcfand J OBS) into one block grant of appro:umataly L3 15 390 billion for each year, FY
2

: %

et -h.a.l

f*Th: artachcd ta.blcs su‘nula.te rhc cffccts of vanous alternahve ad;ustment factors m an

-AFDC benefit rate: The adjustment equals the changc in maximum bensfit muluphed
. roduct of state's Federal matching rate and the state's caseload. States which decreased . °
:’ Haximum benefit during FY 1990 and FY 1994 would not have been held harinless, suther
;:%ﬁhuve received a decre:a.se n thelr allocation.” As mdxcated in the al‘tached tabie, this

HHS T 3
lexv@ﬁ%ﬁprox;maiely 13 percent less in Federal funding had the block g,ran': used this
j unc“fi _faclor

‘Thc‘scmud methad would adjust state allocaticns bascd oh T.he national CPI-U. For
ent mcrease in lhe national CPI, each state would receive @ sumWn th&r

c ;lg;—tg*%greny (since the yearly gstimates of ckild poverty included in the Current Population
Ve .c‘ nrain monnously hxgh samplmg error, the number of child recewmg food stamps in

Ife.od slamps. Usmg this adjustment mechanism, the national block grant allocations ,
_ e; closely microred actua.l Spend.lng in FY. 1994. In ageregate, states would have ST

final two rncthods presemcd in this secticn of ta mblc combine the pmvnously
d aﬂjusnnmt factors. Method five adjusts state allocations for both increases in child
p; rempxency and changes in maxmmm bcncﬁt level. Smce the change in maxmum




1 ults ry sm:ular to adjusting solely on the basis of ch&ldren receiving food stamps; states

dico mbmcs the CPI and the food stamp a.d_lusters and would have provided states with

' y&and maximui bcncﬁrs payments will favor those states that increased their benefit "
%ls’beéwecn FY 1990 and FY 1994. For example, in the state of Alabama, adjusting for only
e%‘umber%of children 1o food staraps would yield a loss of Federal funding of $4 million in FY

; 45,; uring thus same time period, however, Alabams increased their maximum benefit by
12085 percent.  Adjusting for this change, as well as for the number of children receiving

é”ph cent for every one percent increase in the state's unemployrnent rate. As indicated in
e overall ympact would rot hewc sertously mnchﬁed the H R. 4 bloc{ grant. Statcs

b ;:%j:cmld Bogulauon Qunce again, the marginal impact of this modifier is relatively small

; ?‘l‘[ would have suffered Federal ﬁmc_lmg losses of approximately $3.44 billion in FY

TIEhc;Last model adds an &dj ustnent for increases in the Comm:nt:r Pr;ce Index. The

T%Piﬁlr}?l modcl in this section ad)usts state sharc:s based on the change in a state's
Mineiployent and child poverty rates, as well as the change in the national Consumer Price

“éw ould have favored states that were exccpnonally disadvantaged due to a recession, it
&

Mﬁ‘mt have kept pace with r.he tncrease in AFDC related spending between FY 1990 and

L&

weﬂ&%@ﬁmcewe&i an average reduction of .5 percent in Federal funding in FY 1994. The final -

.%f;éthm factor is subatantially greater than that of either unemploymem or child popu]auon -,

fl‘.’Ot' thmr unemployment rate woilld have had their block grant decreased. While this SR
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‘Hypothetical Adjustroent to An AFDC Block Grant Similar to the One in H.R. 4
Based on a Variely of Adjustwent Factors '
. - Hygathetical Actual Sum of Actwal — Percentige Sum of Abs Valte % Dilference
Adjustoent Method © Aloeation  Expenditeres © Difference Change of Differerce  from H.R: 4
L FY 1904 FY 199 FY 1994 FY 1994 FY 19 (abs. value)
1';1;;1. 4 Population Adjuster ) £10,105.3 $14,962.3 ($1.857.0) 3% | - s49390 _—
(Mexirmen Benefit, Foad Stpmps, CPI ‘ o ' S
1. Change in a stete’s muximom benefit, multiplied i 56,0029 5149623 . ($4,9394) ) -33.0% : £5.000.3 0.03%
{lby sate caseload and FMAP. - : _ ] _ )
. State allucatian increased by 1 percent for every $1L,7109 - 5149623 - [33251.4) TO2LT% | - 31,7149 0 3.6 -
| percent increase in the CPI [coatinuously adjusted). ' ‘ .
. . Ntate adfocation increased by 1 percent for every E E14,867.9 $14,962) 39M.4) 0.6% - BLAILT £13%
{ percent inciease in the nember of children receiving : ) _ ' :
fod samps (onntiruousiy adjusied), Siates wilh oo
increase in child food stemp recipicnoy do uot bave their )
allocation reduced. -
1. Adjustment for change in maximum benefit (no. 1); O OSI48R16 149623 7T 0.5% $1,765.5 64,39},
and adjustmen for change in child food stamp : ' '
recipiency (no. . '
5. State allocalion meteased by .5 percent for every 15,97 $14,962.3 §¥757.4 , 5.1% BLi0E 31.3%
T | percent increase ia CPI; and adjustmeat for chitd . )
= foud stamp recipisnsy (no. 2).
Neiemploxment, Chitd Pepniation, & CFL . .
. Stae utlocation changed by 5% for every 1% thange $10,580.3 14,9623 {53,974.0) -26.6% $4,0526 17.9%
iz a stale's unemployment rate {contnuousty adjusted), . :
. State atlocation changed by 3% for every 1% change . $11,520.4 $149623 ($IAN9) 230% -$3,60077 27.1%
‘in a state’s unemployment rate (ontnuausly adjusted), and ) :
3 Ak .imfg%j ~s}tﬁz};;g'"ﬂ-‘s_i,g}_@]ﬁ;],ld‘ipo|_J:11‘_Iauon'-ﬁnlsu- oy

s

e
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flerent Block GranyAdjusters '
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j - GIBFRErEHAN WY 906 i AFDC BI6H G rast THs Béen (RgaRmented o Y 1990, noueh Cp8LT niAdjesters” K
Lo ' Block Graut ER4 Clargzin cPl-u Chiidren  Moxiipem CFLU(%:0}) Usempisy- Unzmg. (5:1)  Unewmp, {S:1)
N ‘State with no . Papulation  Maadoum {a:10 ' Hecziekng  Beneft & CRFS(LE)  weent{S:1]  Chiid Popu- €hild Pep {1:4)
: Adjsstmect Adjosterd]  Beocfit? Buud Stemmps  CRIS (1:1) tation {1:9) CRI(t:1)
i [CArs), (1:1) _
Alkhema T 32.8% -30.8%, TR -5.2% KXY 0.5% L% - DA% -21.Y%
Alsska -$2.7% 51 5% -51.5% A44% 8% 17D STNLY -$0.5% -43.7% - 38.6%
Afizona T 4165 B5.9% 6645 -63,1% a2.0% 0 I378% 0 363% Be0%  831% -.51.6% '
: _ : Atk -F5 2% G50% e 15.% L% s 1594 294% Adss T 1A% 5.5%
' © Califomin TN 36485 “33.0% 265% T B8 63% 12.4% 248 76% L%
Colotado : 3T 6% -31.9% 2LYR 13 -15 2% 2% -39.8% M T39%
- Conesiticit -45.4% A3 2% LT 381% 1% 0% C69% -38.6% - J15% S2%
Delaware v B T 3T6% 2% 23.9% 24.0% 29.2% -26.8% 3165 21 0%
Disticl of Cal. _~ - 44.4% -44.1% 41 A85.0% 10.1% -104% -3.5% S0.4% . A% 2175
Flozida . ' -603% SEA% 309 51.6% 4% % 1.4% _87.6% S15% -46.7%
Gengia N %1 -36.5% 1 X173 27.8% £ 8A4% 9.4% -37.4% -359% 254%
~ Guam (1) L 14% T 4% 1% 65.9% 3R LT TL% . T.0% T20% &7.5% ‘
"Hawaii -31.1%4 -5 3% 49,1 416% - - -37.8% 4% A% -45.3%" 31.0%
Ldehe A17% 3% -513% 3L -11.5% -17.3% 6% NG 3.2% -2, 0%
inois : 127 2% L% 2% M L 13:6% 0 X Y . ) 10.9%
Cadians ‘ TR 3% 10 1% 36 1% CIFA 99N L3O MY JAB2% R0
Tewa . ~13.4% -1345% -1 1.4% 18% 4.5% 13.4% -14.7% 1.5% 1%
- Kansas 394% - A% 9% a290% . . 1A% 15% .2 3% -15.4% ~341% 21.8%
-~ Heatsthy -30.9% -30.7% 30.5% -19.1% -12.7% A% T 6% 309 -InS% 418%
‘Louisiana 24% 4% 3.4% BOE 2% 1A% 4% . -58% -$.1% B4%
Muine . 3TV 112% ATAR SAA% - Mo BB 9% 2.0% -1.5% 12.6%
Maryland -13,1% 30T 2315% -2LTH 3.3% 29% 9.0% 24554 203%. A%
Mamachusets “FV4% 2% 27.0% -15.3% % B2% 14.4% AT -I% N, )
- Michigan J6% 3.9% 1,74 11.3% 154% - 4% 26.1% 3.19% £7% 0 4% .
@ Mimiets ' 2IB% - D% A% -108% B.6% B5% 15.1% -20.7%. 4% L% ‘
Mississippi S 1% 1% 9% - 148% WA 194% 21.8% 33% -10.7% 6.0%
Missouri R & A% . AR A% 24% 16% 2.0% Y -25.7% %
Mentanz 15,99 228.4% 2AW3% D% 5. 485 0.5%  -256% -20,%9% 4745
Nrsica -18.3% AB2% -B3% -4.4% 0.9 10.5% 1754 -10.4% A% 5% _ .
- -51.9%% -33.2% £1.53% -$5.4% 2% 15% 05% - 927% 47.4% A08% -

‘ _ e 65a%  -6d% S48 S9I% 9.6% 10.1%% 1L8% ST $9.2% $3.5%




e

“Maximam CPLU (5] Unempley-

HR™A T Chaages'in” -

Chtren Unemp. (5:1) Ustewnp, (5:1)

Swane withne  Fopolrtion  Marxlimum Receiviog  Beaefit & CRFS(1:1) . meni (531} Child Fopu- Child Fop (1D
. Adjuriment  Adjuterd  Geoelil? Food Stamps  CRFS {21} B SImsloR {11 CH(1I).
- . (CRFS), (1:1) - :
Puerio Rieo {1y 9.5% A1 -L¥% S9% 9.5% 29% - -L&% N 1.4% 8,854
Rhode fsland 43.0% A7.8% A2i% 33.3% 8% A3 0.1% 2,7% L%
Sauth Caroling CAlA8% I es% 0% 2PN 124% 39.9% 2.7% 0% - 116%
South Dakons - 4% A% -19.5% b5 {.4% 0% - 64% 2186 -18.5% -A 8%
Teanessee : 40 1% A9.3% 6% T TR § ) 47 £2.1% 8% 3THN 2T 4% }
Texas . ATE% - 458% AT 8% RN, T -124% -12.4% 1.9% A71.0% -84.6% 3T
Urah ' 28.5% -244% -25.4% -1%.8% C4,3% 5% 10.6%  ~ -209% 25.47% -12.4%
“Yermont A19% 3% Js% -0 204% 203% 2% . 260N 4% -41.0%
Vitgin ldands (1) DETH KI% 6,3% -25,9% 6.7, 3484 A% AL 226,8% J60%
Visginia ’ 25755 BI% 25.T% A1 I0.4% 4% 3685% 246 A63% - a4
3 Washington A8, 8% 37 ©% -18.0% 284% B6% 78% 3A% .34 26.,0% SLEL N
1 ' Wes! Visginia 49,008 AR R0% -5.2% SL5% 51.5% SEA% - -1D1% ASI% o dan
RE Wisconsin 38% A% e . NSt 17% 23% 18.1% 5% 12.6% 10.3%
! Wyoming -37.1% A% ATIN263% - 00% X00% 14T JR9% | 39.0% 2% .
,l Natisezd Totaks - 3% J00% L% 06% O Bs% 1% .166% 230% -(1.6%
' .

** This aables itlunamtes the effects the siofe irpacis in ¥Y 1994, bad an AFDC‘I:Ec-:k prant semikar [a tee ooes in FLR 4 ond the Senote RepubYera Leadenhip Biil
been bmple- meoted in FY 189, Each coluann reprsents Me pereeninge reducaion in Pegderal AFDC relared Tisnds in TY 1924 uodar a different adjusier,” Fod each
stemaria, the blogk grait does non il ode spending on JOBS o« Chidd Caie arvgrums, since diese programs did not exisi belere the Family Suppon Ad of £938,
This aveids ovestating the mlluence of the bleck grant, .
** Expenditure dae used i calciletions provided by the Office of Financaal Marsgement, Administration for Catldren and Farnilis,

. 1 The H.R. 4 pepularion adjustes would hava albocated § 11D million per yeat hefween £Y 1990 and FY 1904 19 Sticy based as Wil popukaticn intecaies.

: . . ) 2 Chamges in eaaximum benefit. This adjusiment is the praduct of the chunye in 2 staesmanimum benefit, their FM.A_P, and ot A}"D_(j casthoud. ‘Sn':z:

' ’ sllocations ae allawed to decreases under this formula, ’ :
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‘Rednetion In State Spending Under the Senafe Republicaii Leadership Mill

{M{TlHons of Dellars)
State ) FY 199 FY 1954 State Skare Block Grant Proposed State Share Total Redxnction
‘ Fediral Biate asPercenlof | Allocabon Maintenamee  ss Parcent of ' in State
Share(1 Share/2 Tofal Bpending FY 193§ of Effort Totsl Spending Spending, FY36
ALAHAMA $1a? 352 32929% $107 $39 26.91% AIET)
ALASKA $66 363 49 62% $66 %49 42.49% (316
ARIZONA 232 $133 - 16.44% 5230 $100 30.24% ($33)
© ARKANSAS 560 $26 30.14% . %60 59 24 49% (%6}
CALIFORNIA $3,706 . $3,662 49.70°% © $3,886 $2,747 42.76% ($216)
COLORADO $130 3} 46.17% §i11 LY - I893% (528)
CONNECTICUT £247 $144 49.74% $247 $18) 42.53% 561y .
DELAWARE, $30 $19 40.16% $30 £22 A2.04% ')
DISTRICT OF COL £96 504 19.39% $96 71 42.45% ($24)
FLORIDA §582 £443 - 45.85% 53182 3370 38.86% ($123)
GEORGIA $362 $240 19.88%% $159 $i80 33.42% “(550)
GuaM $10_. $4 28.04% 84 8 41.46% (431
_ HAWAILI 395 $93 49,43, 309 $70 423 {$23)
DAHO $34 518 34.38% Y [ s 282)% (59
ILLINOIS .- $583 . 5572 49.53% £381 $429 42.40% ($143)
INDIANA $27 3150 19,8086 S22 3113 33.15% {$38)
IOWA $134 §32 33.05% s144 $62 31.53% $21)
KANSAS $112 $33 42.56% 8112 362 35.74% (21
KENTUCKY 5i0t 533 31.41% ‘3188 866 15.84% - ($22)
LOUISIANA $164 B65 28.41% Si64 $49 22.94% ($16)
a MAINE 576 $48 318.62% 876 38 3206% (812)
o MARYLAND $247 SR T 49.04% 247 §178 41.97% 1151
MASSACHUSETTS 3426 $478 49.58% $487 $359 42.79% ($120)
- ‘MICHIGAN 5807 561 44.11% . $RD7 $477 17.18% $t5%
MINNESOTA 3287 240 45.58% C§287 80 38.48% {860y
MISSISSIPPY 587 $28 M.63% 587 $31 19.69%
3 MISSOQURI $231 $150 40.73% 5233 stz A%
I MONTANA <} 521 IL65% 345 $16 25.78%




@,
z“‘ - Rédiction i State Spedding Under-he Senite Républicsn Léadarship Bill s '
{Milliony of Dollar;) :
State FY 1994 TY 1994 Stute Share Block Granf Proposed State Share | Tetal Reduction
. Peders) State  asWPercent of Allvcation Mazintenance  as Percentof - in State
Sbare/l Sharel2 Tolal Speading FY 1996 of Effort Total Spending Speading, FY%
NORTH CAROLINA $348 $202 36.76% $348 §152 30.36% {351)
NORTH DAKOTA £26 sz 3239 £26 LY 26.43% (%3) .
QMO §769 $512 39.98% $769 £334 33M% (5428
OKLAHOMA $165 £a1 12193% 3166 6l 16.81% (20
ORECON ‘ - $183 $124 4D.30% 3183 5§93 313.61% $31)
FENNSYLVANIA 0655 £344 - A542% Sosk B 38.49% ($137)
PUERTO RICO $13 - $29 28.20% 92 o822 189% N Y
RHODE ISLAND K 12 R A45.19% 93 $st 6% - $2m
i SOUTH CAROLENA . $103 $17 T 3N26% $103 . - $35 . 25.33% (31D
! SOUTH DAKOTA o$23 #2 33.78% . $23 39 27.67% . (83)
i TENINEBSEE £205 5107 3437% '$206 550 28.06% {$27)
| . . ' .
? TEXAS ) £508 g2 BT $507 $234 se% | (578)
' UTAH 884 $34. - 28.78% - $84 525  2326% CEY)
‘ VERMONT B £33 41.15% $49 26 34.40% 1)
VIRGIN ISLANDS £3 '] 29.3%% 9] $3 24.55% - : (53)
VERGINIA s . s 4935% ST $128 42.23% R OR
WASHINGTON 3492 5i6e - 48.87% $432 - 324 38.01% (sely -
WEST VIRGINIA 3119 542 2648% - L. §L19 $32 21.06% (s1y
WISCONSIN £3133 3228 40.48% §338 S17t 13, 18% . (85D
WYOMING _ $23 B4 3rare $23 o 30.82% {$3)
o ot . ) .
“ NATIONWIDE TOTALS slog20 - 13,97 4538% $46,795 $10,480 28.42% (33,493)
'Pérr.entnge of : 54.62% 45.38% - 6L58% 38.42%
‘Fotal Spending _

' Esfimates basedon 8 Maintenance of Effort Provision (hat would require stetes to maintain welfare spending at 75 percent of FY 1994 levels
1/ Includes ihe fellowing programs: AFDC benciits, adminisiration, FAMIS, Emerpency Assistanoe, JOBS, JORS child care, At-Risk child exre, &
Teonsitional child care. Data for caloolations were prowdcd by the OIT' oc of Fipancial l\«lanagemml, Adnuummuon fﬂf Childrea andg Fm:ml.tr.s
.. wderecurrent gs DfMly 22, I‘i‘?ﬂ :
Eopder x#m; g
: T Lhng”‘“ wers cal
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‘BLOCK GHANTS DO NOT RESPOND TO CHANGING STATE NEEDS OVER TIME

Salacted ndicators of Chnnging'uéed .

P.@9-18

Frear -, yait Sypear Changa la
Tryanr T Chgnge n Change ln Thange in Children In
Charge In AFDC Chii dran Chitd Paowarty
AEDG Erpandityran Buezolving Popyigtion - 1A% avg
Camicnd @rdliion doilare) ‘Food Bampa jandar 18} sompared (9
T9¥2-4 199294 1091-59% 105 (1) 001,93 avg
2.4% 2% 2.7% 28% -21.9%
5.2% 17.2% B7.2% ¢ 18.49 0.2%
2.0% - 11.1% 23.0% 1BO% 10.2%
2% 2.4% 12, 7% -1.5% -18.8%
¥} 5.6% S0.4% C12.8% 37.3%
22% B.8% 11.8% 12.3% LT
33% . BE% 20.0% 2.0% a8 3% {2)
0.5% T 4.7% - 38.9% 255% -5.4%
24% La 6% 19.8% - 28.2% E8.8%
2.1% 17.8% 47.5% 13.8% 49.%%
0.1% 3.2% 19.5% 5% 10.3%
11.39% 27.1% T 20.7% 5.6% -11.6%
5.3% 12.68% 28.8% 11.5% 118%
9% 57% _ 74% 3.5% t4%
1.1% 5.6% . 27.5% tE% 14.0%
7% 5.7% CBA% 3.0% -18.8%
D3% 13.1% 12.5% &7 38, 7%
KN .14 0.0% 0% D.4% TN
N4 TA% 1.4% 2.0% 2.6%
S3% -8.8% M1,1% 0.3% - 34.7%
1% 4,09 20.0% B.E% 14.3%
Z2.3% R3% 10.9% - 0.3% J28%
-2.8% 3% 2.4% 3% 24.1%
=1.8% 4% 21.8% 03% 10.6%
8% 11.8% o0.6% A.7% 7.8%
2.3% a.8% 17.9% 5.5% 28,0%
145 1038 18.0% a.7% q2.0%
-4 0% -To% 20.6% 42% FE%
8.0% FaE 1 f5.6% 3I5.I% 55.6%
41% 19.0% 43.8% 4.T% 53.5%
~2.0% 23% 7% . 5,3% 40.0%
1.5% 29.8% 45.9% a8.7% 0,0%
B.A% T BI% 8.8% R L S 204%
04% TA% 31.7% 6.9% 22.5%
&.5% 5.0% 5% 2.9% 5.5%
~3.0% 2.0% 0.re 1.3% 83%
1% -3.6% 18.3% 3.2% - TAN
1% 8.2% 21.9% 12.3% 21.9%
3% 3.0% 1.2% 2.0% 8%
2.1% 14.5% 18.0% 2.9% 7B.2%
2.5% 2.0% 24.8% 3% 158%
G.0% DHI% BE%K 8.1% =%
o.7% 57 <AL 2.3% 25%
1.6% 18.1% 24.2% 7.0% 7%
a.5% 213 14.8% 8.%% 57.9%
-1 3% 1.7% 21.0% 5% 38.2%
1.8% 11.8% AEg 8.2% 4,7%
1.68% % 13.0% - 18.8% 31.3%
1.6% 4.3% 76.5% JA% 5%
a5 4 T% 00% TI% 409 %
“A41.8% “19.3% ‘13.8% 0.7% -8.98%
S1LA% 40.1% 0.7% 20.5% 21.53%
14.5% 40.8% " TEE% 38.7% . 2%
L.1% [ B3 183% &4.7% 14 4%
1.4% ».0% 18,6% 0.1% 14.2%
85,425 81,000 2243010 | 3939000 3,683,362

A ASPE aaumatas hasad on Urem Moy ent faxes and ARG recibitlenty.

s wrralier aluism are sul|ect 1o @ relatvaly trgs sarmpirg wror and should ba ritepeameg azzordingty.



CORRENT LAW

Federal Expebdf!ures (budge! authornly) , - o . .
JOBS Chitd Care . : $570 - 3666 . 8T\ $784 £828 $869

Transilional Child Care ‘ ~$161 $199 $220 %204 $248 $260
At-Risk Child Care . $276 $357 3300 $300 3300 $300

SUBTOTAL ©$1,007  §1,222 $1.25¢ . $1,318 $1,377  $1,429-

Tolal Child Care Costs Above :

Current Law {Federal & State} as Required in

Senate Republican Leadership Plan - _ ) )

(See HHS analysis 8/7/95, p. 3, line 8) NA NA $0 - $200 - $600 $1,100

Child Care Funding:
Child Care Costs in
Senate Republican Laadership Plan

Plus Federal Baseline Expenditures MNA NA §4,.254  §1.518 $4,977 . $2.529

Note: Estimates of to!al child care costs above current law assume that states maintain lhelr projected level of eﬂor‘t
Projected Stale Share of Child Care Expenditures under current law are as tollows

State Expendifures (budge:aurhonfy) B . ‘
- JORS Child Care ) $413 © $482 $532 $568. - §600 - 5629

Transiliona! Child Care I 3147 $144 $159 3169 "§180 $188
At-Risk Child Care : . -$200 $259 8217 217 $217 $217

SUBTOTAL. - - §729 - - $885 . $508 "$€54 §997. £1,035. .

911
$272

$300 .

$1,483

$4,200

$5,683

3660

3197

3217

$1.074 - -

Five Yoar
Total
1995 - 00

Ha1]

BT/BT'd


http:Costs.in

R

-

T TR

1998 .

1996

CURRENT LAW CCDBG BASELINE . $803.  $935 $963 $982 . 31,021 -51'_052 $1,084 $‘1.1.16-

50t

81,11 g



Total Work
Costs

Total Child
-Care Costs

$1.2

515

$3.4 -

$24.%

Total Gross Costs

$2.7

$3.0

$5.2

$2.4

$44.6

Total Costs a5 a
Percent of the Total

Block Grant

6%

13;5'

! Baseline Child Care
_ Expenditures for
A¥DC Reclplents

$13

$1.3

24%

3%

56%.

$1.4

$1.8

$1.5

$1.7

_' Baseline JOBS
Expenditures
% for AFDC

- Reciplents

- 318

$1.5

$1.5

Csts

815

$1.6

3.6

§10.2

Work Costs Above
Current Law ’

0.5

$1.1

$2.7

32._8

$2.4

Child Care Costs
Above Curcent Law

0.2

£0.6

$L.1

$4.4

$3.7

Reduction I
_Funding In the
. Temparary
Family Assistance
Block Grand
Compared lo

L |

($1.8)

($2.3)

$2.9)

[Py

($3.6)

43

" BT

AV ENEGTY

— -

_ Lurrent Law

Nole: Baseline projections equal expendilures under cutrent law.

Totals ma): no! add due to rounding, Estimates are combined federal and siate cosis.

LI

1274
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2 Table 1
-‘Burden on States to Meet The Work Participation Raqusrements in Fiscal Year 2000
i of the Senate Repubhcan Leadership Pian

Frojected Projected - Projected Number . Fslimated
Number Required Number of Required to agtually Numbeér Fercent Incregse
in FY 2000 to Leavers, Combiners Participate in Work Participating |, Required to Meet
Participale in " and Senclioners Program Under the In JOBS the Participalion
Wark Undet the ' | That Coumt. Senaie Republican for 20 hours Rate Under the.
Senate Republican | Towards Participation Leadership Plan or e Senate Républican
- Leadership Pian in FY 2000 . - . in FY 2000 i 1994 Leadership Plan
' (M ' . L2F L =@ i 4 {5) = [(3)-(4))14)
19,400 ) B.6CQ | .. Te8e I SE60 | _ 91%
6,600 3,000 - 3,800 8§40 | . 327%
32,200 14,300 . 17,800 2,110 _ 748%) .
19,900 [ 4800 § ., B0 900 . 578%!
407,400 , 177,700 . 223.700 41,260 .. 442%;
20,600 - 8,500 . 11,100 4 160 167%
26,800 LY 16,700 5310 | _ 165%},
4800 | o, 2,200 . 2,700 . 680 297%|
19 800 ‘ 5700 | . . 710D 1,080 T R51%
113,000 : 50 000 ) e 63,000 .. 12.480 405%
65,200 28,900 36,300 10,800 | . 233%
& - .. 10,600 B 4.700 5,900 NERERIN ) 3%
IDAH@}&S}&‘A&@ W o 4,100 1,800 . 2,300 ) 740 B Z11%
ABEINOI ST . 118,500 ] . 52,300 85,800 24040 | TTI74%
FIiN @IANA*‘@;%T%W&‘ 35,000 15,900 : 20,100 ] 6,500 _209%
) 12,400 8.500 10,800 2,400 ) 350%
14,700 - E.500 | - - 8,200 . 5870 _ 7%
36.900° 16,300 .. 20 800 8,440 . 144%
34,300 17,000 : 21,300 6.210 . 238%
BN ; 12,100 5,400 6.700 31204 0 115%
M&RYLANB,"%T : 38.600 1 . 17100 21,500 5470 316%
‘%MLASSAC WUSEITRS: . 54,900 24,360 30,600 8,210 232%
‘MJCHIGA, e ﬁm% 114.600 50,700 63.500 | 30,250 T11%
: : 32400 ) 14,200 ) : 17,500 | 4,270 ‘ ) 315% |-
S 23700 W50 13,200 3.730 N 254%
45 300 __20.100 B 25,200 5,800 , 334%
6,300 . 2,800 3.500 1,750 BE%
i G ‘- 6.700 3,000 3,700 4,930 _ -25%
TR 4NE ) 6.000 : 2700 | . 3300 T20 | 358%
.@; ,t}lEW,;HAMBSHlRE*"' . . 5,700 . 2,500 3,200 1.850 3%
e £8.600 25,700 - _ 32,300 11.760 175%
16,100 7.100 - 8000 52370 - 175%
222,800 88,700 . 124,200 39,240 217%]|
55,600 - 26.400 33200 9.020 ) B8%
3,000 1,300 1,704 580 193%
117 200 - 51900 65.300 |, 30,110 117%
23000 | 10,280 12, 800 1.550 726%
19,400 . 8 800 10,800 . §.4%90 . . 66%
105200 - . 46,600 58,600 18,870 251%
11,500 B 5100 , 6.400 2,470, 159%
20,800 9,200 L 11,600 - 2,380 306%
3,100 i 1,400 | - 1,700, 1,680 8%
51,800 | 22,900 ' 28.900 5070 | _ 470% |
130,600 S57.800 © 72.800 13.640 454% |
3600 [ 3.800 L 4,800 5,830 _ ~18%]
5200 2,300 2,900 BOO | .. 253%:
33,200 i 14,700 . 18,500 4,630 . 300%
48,800 22100 27,700 13.900 . 39%
20,000 . 8.800 11,100 6,800 O B3%
36,000 15.500 20,500 12 350 ' - 83%]
2,900 1,300 1.600 1,420 . ) 3%
2,338,500 | - 1,035,500 | ] 1,303,000 405 100 222% |

o
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Table 2
. The Additional Cost of the Work Program and Assocnated Ch!id Care
Under the Senate Rapublican Leadership Plan
(Assuming the National Averaga Cost Per Work Participant
and Associated Child Care Slotin FY 2000)

[ Estimated Additional

Umated Additional Estimated Egtimated Additional Estimated Totaf
rating Cost of tha Addivanal Cost | Oparating Cost of the Qperating Cost Cperdting Cost of the
W ek Program te Meat For Relaled Work Program Plus | of the Work Pregram | Work Program Plus
ii¥; 2000 Participation Child Care Related Child Care | 8 Related Child Care Related Child Care
s SERiRate Required in in the FY 2000 inthe FY 2000 in the Fy 2060 | . FY 1996 - 2002
%ggés}Senam Rapublizan | Senate Republican Senate Republican as a Percent of the Sanate Republican
\_;,'iLaadar-'hlp Plan Leadarshilg Plao Leadarship Plan Biock Grant Leadership Flan
{in miliions} (in milliens) : {in emiltions) .
523 , b 34 357 . Th%: 8199 |
_ 18 £12. ] $20 ] . A4% [
. $38 857 1 : 204 4% ' : 5327
$13 $19 | . $az | T1% S110
F7TE) $711 51,181 T 458%, 4018
$23 . 3354 . $59 . 59% 5204
335 : $53 - R 52% . $302
S 36 $9 . B S14 | 68% $50
i IS‘E\.@FI,'C@LU' M'a' :A'::, 2 %15 %23 . $37 ) 57 % 3128
S e b $132 . 3200 5333 _ i5% - §1.158
£ i 576 $115 %192 0% 5653
#1210 - 319 - $31 ‘ 48% . 5106
35 $7 ’ §12 47% $41
£138 5209 3247 86% . 1,196
42 .. 354 E $106 H8% $366
¥ 3 - ‘ 557 . . G2% $195
£17. ] $26 o $43 . 36% $149
$43 366 B . 5109 . - BA% 3378
345 - 368 $112 97 $392
514 | $29 - ~ &35 . 57% $123
pask | 558 $113 | o 7% $382 |
__ 34 . 597 | §162 48% 3560
3134 $203 | - $337 §1% $1.169
D] - L ) - 3594 48% 8327
; $28 ) 32 §70 105% 3245
=MISS®URJMSM€:‘W= : . $53 $80 L 3133 B83% : $459
) ? 2 87 g1t . 318 54% 563
B8 %12 N 320 47% $58
57 510 [ 17 B4V 51
57 | 510 . 517 . BR% [
$68 $103 | ‘ . 5170 55% $581.
: :. . 819 - - 529 . 543 . AB% §$153
R S L $267 , - $395 . 5656 - 4% $2 256
4 .' i E 370 $106 . $175 . E6% ) $607
N 4 $5 ] : T 50% . $32
4 %& K 3137 £308 —$345 85% §7.199
'% s B, : . $27 241 | . 368 59% “EL-
p OREGONGH T e.m:;m %23 ' 334 - 857 45% §198 ;
[RENNSXEVANTAL %mm. %1230 . - 3186 £309 . BB% $1,065
: f 1| RACDEIS AN 5 "«f{@% e $13 1 . 520 ] ’ . S53% §1%7
Gt | SOUT I GAROUINAT 75, $24 $37 0. © 551 ] 8% 3213
: J%ESQUJII?HE'DE&K@WE&W o 4 £5 EE . . 5a% ) 31
ENNE S5 B SRR D . %61 392 $153 - __97% $526
ﬂwsmmwwr ot §153 $232 i 384 | . . 99% - §1,321
e N o e A 310 $15 . I AD% B )
! &ERM@NNM £73 . 55 [ 518 45% 552
'%MRGINI»@WW’M 339 . - %59 308 . 3% $337
WASH 358 . 388 $146 © o 43% 504
523 . $35 L] B 71% $203
842 . 564 $106 : ‘ 46% $369
‘33 55 . $8 45% . §30
52734 54 134 ' 36,8748 ) 58% $23,700

; J-m.wn-» Y

i aﬂrhmr_&m(_ll be‘"”@&eﬁﬁﬁ cosl in the werk program for tho..e combining work and
Vi Q}Lafe_dtosegsancﬂonedﬂanu those laaving welfare for work, Likewise, tne analysis
nssunzes e _-coslq}cofirelaledachsld eare for thesa Iea-.rmg welfare for work and thase sancnoned‘
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Tabled .

‘The Additional Number of Children Reqniring Child Care
Under the Scoate Republican Leadership Plan: Fiscal Year 2000

Estimared Number of Insrease in Peroenbage o
Sarr Children Recoiving Number of Increase in
AFDC/IOBS Relnted | Chidren Necding Children Nessding
Child Core’ AFDCJORS Related | AFDCSORY Retated
FY [99¢ Child Care Chidd Care
FY 1994 -FY 2000 | FY 1994 . FY 2000
ALABAMA . . MR . 6039 - NA
ALASKA B0} . 2180 206%
[ARIZONA - 5640 14,100 250%
[ARKANGAS ' 1.440 . $050 | 151%
CALIFORNLA 16,240 . 150,290 §94%
ALY . -
ICOLORADO . : 3,150 8258 167%
CONNECTICUT 550 . 10,290 . 1146%
[BELAWARE T 1190 2020 173%|

. {DIST CF COLUMBIA 40 | . 5040 ] 2517%
FLORIDA 16,540 4150 251%
GEORGLA . 19640 | 25,090 . 128% )
AW AT T 530 4,430 : . 651%

IDARO 1310 1.4%0 113% : : - *
LLNOIS 739 39210 497%
INDIANA 11,530 13,790 o 119%
IOWA _ 3620 6,150 _ 1% o
KANIAS . 15480 3760 20%
IKENTUCKY . 3,560 1] 380 ) 334%
LOUISIANA 2730 15480 127%
MARNE 3630 31580 110%
MARYLAND 10300, 16,330 . 160%
MASSACHUSETTS 5676 ] 2,050  22R%
CHIGAN 16360 . 31,050 . 5%
{MINNESQTA - 5,150 12,770 206%

- {MISSISSIPPL - 1,860 2190 %
MISSOURE £ 110 . 19230 237%
MONTANA . 1.160 7540 15%%
[NEBRASKA 7.000 - 280 2%

ADA - 1.140 2.500 225%
NEW HAMPSHIRE - 2240 18167 7%
[NEW IERSEY . L 11.620 | ] 21.98%0 . 139% '
WEW MEXICO 291 , 5.350 200%
[NEW YDRK ] . 4l 24,500 . 205%
INORTH CAROLINA 25280 § 14120 56%
ORTH DAKOTA 1,560 i 1,050 T 56%
Q0 - 25130 . 37.140 147%
ORLAHOMA 3770 10038 | &%
[OREGON 6870 4110 . 7i%
[PENNS YL VANIA 25 620 40,640 —160%
RHODE ISLAND ) 4150 3,500 Y,
|SOUTH CAROLDNA . 2420 5090 L 3u%
SOUTH DAKOTA 1,370 260 ] 14%
. frevmESSEE ; 13,650 - 20250 _ T 140%
[TEXAS 5,180 $T.300 11305
AH T . 5450 . {620} 1%
VERMONT . 2450 | 2,130 7% :
VIR GINIA A 13,870 75
WASHINGTON 15,850 ) 15240 V6%
WEST VIRGINLA, ' 1380 _ 5670 ] . 159% )
WISCONSIN A 18,990 7,760 %
WYOMING 535 . X 7%,
' [ . [}
ITOTAL 408,730 734,660 204%
\u_.-—'/ o
Nores:

1. The nwnber of chilgren recejuing AFDCIODS ¢hild cre s FY 1994 was extimated fom

FY 1993 smtcreported dara. Alabgma had 0ol evported FY 1993 AFDC/I0BS child care cawe)aad
data in ame for this analygy :

2, The increase in pumber of childrm becling child sure in each stote was deermined using 3
national avasge of patcipant Belly sbr and a parical average pertsatage of participanc who
ute ¢huld care pald | far bry the fedoral g\:m:rnmcni-

3, Numbers may not add due 1o roynding.
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Tables 1-3 -

'@-Tahe Burden on States to Meet the Part:c.lpauon Reqmrements in F:sca] Year

i ﬁt.he%Senate Republican Leadership Plan

'Iaderslnp Plan's work requirements. The Plan would requires over 2.3 million
_.m%xcms to participate in work in FY 2000. According to the Plan, however, those
: mbmmg unsubsidized work with welfare, those who are sancnoned and those wl;o

. states would have a pamcularly difficult time meeting the work requirements of
Pian In twenty-eight states, the number of mdmduals that wou]d have to be in

Many of these states would have an even more difficult chalienge. California,
Fl’é ol ‘da and Texas for example are among the states that would hzwe w0 ac];ueve levels

M‘&i Senate Republican Ixadershlp Plan will leave states wu.h some dlfﬁcult choices.
“*{:}W’hﬂe in theory the plan i imposes very tough work requirernents on reclp:cnts sr,ates

%%%gmg substanually more of their own funds on the work progra.m or failing to
o ply with minimum participation levels and takmg ad percent penalty.

“lial bieal IO SOmeE exient, nndersratcs the dlfﬁculty states would have in meeting the

; %%ﬁ,k requiremerits of the Pla.n While column four shows the number of recipients
TC] ipating in JOBS for 20 hours or more a week in 1994, most of the JOBS

ammpams shown 1n this column are In activities that would not count toward

«iparncxpanon under the Senate Republican Leadership Plan, e.g. education or training.

g%:d in 1994, there was less than 200,000 JOBS participants whose activities would,

der the Leadership Plan, count towards participation. Thus the burden on’states

weuld be greater than Table 1 suggests.

el

“%ﬂ"h%_analysm also assumes that states wﬂl successfully be able w0 em:ourage: more

plents to combine work and welfare. Only 4% of the adult caseload combined

rk and welfare for 20 hours a week or more m 1694 (over 158 000 rempaents) This



;o spend almost

4ble53: The Addition

”&“éﬂﬁ%‘“

6

1 9G4 levels

: gvork requirements of the Senate Republican Lzadcrsth Plan. States would be required

fﬁme states would have to spend more than 90 percent of their block grant funds on
jese services 10 meet the new work requ;remenfs in order to do this, they would

oA : : ‘ - P 1718

$6 9 billion more in Fisca! Year 2000 for work and related child carc

al Number of Children Requiring Ctu]d Care Under the Senate -

bhcan Leadershlp Plan' Fiscal Year 2000

&g% frablc 3 shows the increase in niumber of clv.ldren reguiring child care dae to woﬂc

"f{r_eqummcnts u_nder the Senate Republican Leadership Plan in Fiscal Year 2000,

' Block Grant, the plan freezes funding for APDC/.TOBS related child care at Plscal Year
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cnt to Fiscal Year 2000 estimated numbers of WORK participants and AFDC
ié*%’ﬂs‘ ‘combining work and welfare in each state. In Table 3, these numbers were

.A. i eee } ming welfare dependent or of former welfare recxplents who have become
-57_ mpl’éﬂyed but whose mcomc remains below the poveny line. Both of these groups

TOTAL P, 18
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CHILD CARE-MEDICAID SWAP ISSUES AND ANALYSIS
The attached documents show the dnﬁiysis of the cost of a Child Care-Medicald Swap.
The child care numbers shown represent the total federal and state cost of providing child

care to AFDC recipients and working poor, non-AFDC familics (including TCC families)
who are helow 100 percent and 130 percent of poverty respectively. Since states will pay for

. the entire cost of child care (it they choose to cover these entirc populauons), the net new

eapendilures for states are the new costs of these programs and the prcv:ous federal costs of
current law,

We also include vur analysis of (1) the new costs to Medicaid of the "Work First" proposal,
{2) Medicaid issues surrounding the Child Care-Medicaid SWAP, and (3) possible groups of
children vuvered by Medicaid whose tederal costs would be included in the SWAI?. These
¢osts ¢an be mawched against the child care numbers in the first table.



COMBINEI) FEDERAL AND STATE CHILD CARE COSTS EOR MEDICAID-CHILD CARE SWAI’
(Dollars in Billions)

Coverage of All Children of Working Pacents Below 100% OF Paverty

Current Law

Net Neve

. Current Law |
Total Cost - State Federal Net New State
of Child Care Expendllums Expenditures Expenditures Expendituses/a
(4] (2) 3 (1)-(2)-(3) (1)-(2)
1996 4.3 09 2.2 1.1 3.3
19%7 - 4.4 09 2.3 1.2 3.5
1598 5.0 1.0 2.4 N 4.0
1999 ‘ 6.2 1.0 .26 2.6 52
2000 . 7.7 1.1 2.5 4.1 6.6
SYEARTOTAL 215 5.0 11.9 10.6 22.5
a. If siates cover nll child care.
Coverage Of All Children of Working Parents Below 130% Of Peverty
Currend Law Current Law Net New
. Totad Cost State Federal Net New State
of Child Care Expenditures Expenditures Expemditures dituresis
. 8] @ . 3 - (D42)-(3) M)-2)
1996 6.3 0.9 22 3.1 5.3
1997 ' 6.5 0.9 23 3.3 5.6
1998 7.2 1.0 24 3.8 6.2
1999 B4 1.0 2.6 4.8 7.4
2000 10.0 1.1 2.5 6.4 8.9
SYEARTOTAL  38.3 5.0 1.9 21.4 33.3

a. Wl stntes cover all child care.

V204 491403910 X048% A8 IN3S

: 88~3 -5 !

80:681

- ~l589572202

£ B:levLesYs
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WELFARE PROPOSAL & MEDICAID

COSTS TC MEDICAID

There are two potential effects of this proposal on Medicaid: (1) the increased custs due to the
"Medicaid & Child Care Swap”, and (2) the increascd cost due to the addition of the second year of
Medicaid Transition benefit. Note that there may also be cost implications of changes in :hg;blhty
that result from mcreased state flexibility in eligibility determination.

L

The "Medicaid & Child Care Swap"

The proposat suggests that the federal government relieve some state Mcd:cald spending in
order to offset the increased state costs of child care. This may be done in several ways,
including: (1) federalization of the costs of some eligibility group, or (2) a change in the
FMAP.

Federalizing the costs of certain groups:

One way o relieve states” Medicaid spending is to have the federal government assume all of
ihe costs, and puicntially the administratian, of Medicaid for certain eligibility groups.

Groups whose sapenditures might be federalized include:

AlFDC children;
Non-cash children;
ATFDC adults,
Disabled children

[0 ~ B ¢ I o ]

The attached table shows the Admmxstranon basclmc caumaws for the states’ share of the
expenditures for these groups,

Change in the Federal Mcdical Assistance Perccntage (FMAP):

An alternative way to relieve states’ Medicaid spending is to decrease the percentage of total
Medicaid expenditures that the states pay. This could be done by upwardly adjusting the

FMAP for all states by the percentage that corresponds to the aggregate estimate of states’
increase in child care costs. Alternatively, the FMAP can be adjusted on a state-by-state basis
to retlect each state’s demonstrated costs or commitment to child care, '

‘ Second Year of Medicaid Transitinn- RBenefit:

The Deal welfare reform proposal included an extension of the Medicaid transition begefit for
persons leaving welfare for work. CBO estimated that the federal and state cost of this benefit
is appronmatcly $4 billion between 1997 and 2000 - about $2.3 billion in federal costs.

However, this estimate does not apply tn this proposal for two main reasons, First, the
propussl suggests that the second vear of the transition benefit will have a sliding-seale
financial conwibution from the reciplent. This would lessen the costs. Second, given the
proposal’s incentives to encowage people to work, the CBO’s participation rate assumption
may be low, which would increase the benefit’s cost.
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MEDICAID ISSUES

1.

.- -PJ

Inability to Target Statcs Providing the. Most Chiid Care

If the Swap is accomplished by federalization of costs for certain Medicaid populations, it will
be difficult to match incrensed child carc costs and the Medicaid costs state<by-state. States
have different eligibility standards for most populations, and often use options availeble in
Medicaid to cover additional groups. For example, in 1993, Rhode Island paid over $375 per
1,00 children for children’s Medicaid, while Utah and Montana paid less than $120 in

-children’s Medicaid per 1,000 children in those states. States also will have different abilities

and interest in expanding child care. These variations will make it diffisult to target the
Medicaid relief 10 the states who are providing the most child care.

A general change in the FMAP wonld also be affected by cross-mte_ variation. If, for
instance, the FMAP were inereased across-the.board by 2 percentage points to account for the
increase in state child care costs, states with large Medicaid programs or with high FMAPs
will beneliL most. This benefit will not necessarily be tied to the states’ increased child care
spending.

One option for improving Lhe targeting of the FMAP Increases is to link each state’s increase
in FMAP to its demonstraied cosls or commitrment 1o child care. However, this is a more
visible approach to using Medicaid o pay for cluld care, and may be more vulnerable to
political crmmsm

_ Potcntia]ly Large Increase in Federal Medicaid Costs

Under a Swap, 100% of the costs for a certain population are paid for by the federal
government. This crectes an incentive for states to try to categorize as many recipients as
possible in this group. For example, if the federal government assumed full financial |
responsibility for non-cash kids, states may categorize kids who are currently cligible through
AFDC as non-cash, thus relieving them of the state share of their Medicaid costs. Since there

'is significant overlap in some of the eligibility categories - particularly for children -- this -

cost shift to the federal government is likely to oceur,

Additionally, Medicaid is a high- growth program; child care -- and most welfare progra.ms -
are 1ow-growth programs. This makes most Swap proposals unbalanced in terms of
expenditures over time. For instance, if 8- Swap were proposed that balanced in 1997, the
higher rate of growth in Medicaid expenditures would cause the tederal government to pay
more than the states would pay for child care in 2000. Similarly, if the Swap balanced in the
year 2000, then it is likely that in 1996, states would be spending more on child care than
they would have been spending on Medicaid, but in the year 2005 stites would be spending
less on child care than thay would have been spending on Medlcalrl

Given the ¢urrcnt pressure to limit Medivaid expenditures, including the possibility of a cap
on the growth of federal Medicaid payments to states, Medicaid is an unlikely vehicle lo
provide additional funds to statcs. Even if Medicaid is not capped by the Republicans in this
Congress, pressure to reduce federal Medicaid costs will continue,



Costof the State Share of Medicaid Expenditures for-Certain Groups
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600
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96-05

1996 1997 19%8 1995 2000 2001 2002 203 2004 2025
AFOC Kids . B3 _6 7 74 8.2 e 10.0 | 110 12,4 133 145: ar4 583 98.3
Non-Cash Kids : . 4.4 48 54 549 &6 73 8.0 8.9 9.9 12.8 271 424 1.9
AFDC Adulls . 4.7 52 5.7 6.2 €8 TA 8.1 X3 38 12.5 285 M0 728
Cisabled Children (1) 22 24 2.7 2.8 32 3.5 AE 4.2 a5 5.0 13.4 208

NOTES:

These numbers iepresest the stals share of expendilures for ihese gmups.
Assismes po changes in eligiiby resulting fiomn the poposal. Assumes no dhankes in categamam of mdmduals dualy ellglhle
(1) Tais is a very tough estimale of the cosl of services for tis popdation.
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Exemption Policy

Exemptions from the time limit and the participation requirement are allowed for those
individuals who: are incapacitated (not including suhstance ahusers); are enrolied in
qubstarice abuse treatment programs (at state oprion); are in the third trimester of pregnancy’
have given birth in the past six months to the first chiid born while receiving AFDC (12
months in WRA). or in the past four months for subseguent children:. ar¢ caring for disabled
dependents: are under 18 (19 at stare oprion) and awend. full-time, an elementary. secondaty
or vocational schuol. The' S year clock does not run for individuals on assistance who work
. more than 25 hours per week (we would prefer 20 hours per week), although these
individuals couns towards the participation requirement. :

Hardship exceptions to the § year time limit may be granted to families living in areas with
uncmployment cxceeding 7.5 percent and for children living with relatives other than a
child’s parent. An additional 10 percent of the caseload that reaches 5 year time limit may
also be granted a hardship cxception. ' '
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THE TAD WORE PROGRAM
1996 1997
Participation Rate (Expressed as % or entire caseload) 20% 0%
Numbze in Work Program {net combiners & leavc:s) &0 650
Cost Per Work Pargcipant 2o $2,790
Total Work Operating Cost E&cludmg Ctild Care (in lm]ljom.'} , $1.626 . $1.814
Additional Suate and Federal Spending Over Current- Law (in million ~ $18D $350

1998

0%

.

$2,890

32,139
§6d5

. FIVE YEAR
1999 2000 TOTAL
SO% 5% NA
1,130 [.350 4,470
$2,980 $3.070 NA
3,366 $4.145 $13,089
$1,860 $2 620 $5,655
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DRAFT

The Honorzble Nancy Landen xapsebaum, chair
Commitiaa nn Labor and Hamun Resources
United Staten Senate

Washingt.en, D.C. 20510

Dany Madam Chairman:

Thie letter expremsas the Adminiatration’s views on "The Child
Caxe and Development Block Grant Amendments Aot of 1936" that yeu
have eponsored with Senator Coats.

Child care is on important issue for Amerxican families that has a
distinguished bipartisan hiptory in your Commitrea znd in the
Congress. As you have se often stropood, ©hild care is eritical
Lo willions of working parents and their children, as well as to
Lhwse fanilies whe are trying to move trom dependence to
independence and gain a permanent foothold in the labor market.

The Administiutlun applauds your leadership in reautherizing the
Child care and Developwuent Block Grant (CCDBG). Since its
enactmwent in 1950, this landmark proylam lies bLeeny the cenlegpiecs
of federal efforts to ensure Lie availabilily of affordable,
quality c¢hild care for low income working families. It is a
tlexible preogram that maximizes parental choice by ensuring
tamilies the full range of options for the safe care of their
children. More than 750,000 children currently receive child
care assistance under the CCDBG.

The Administraticn is egpecially gleasad that your legislation
buiids upcn this highly successful child care program. Your.
efforts te consolidate the CCDBG with the State Dependent Care
Planning and Development Grants and the ¢hild Develepment
Agsociate Credential (CDA} program is an imporfant step toward
the seamless child care system that is so vital tc our children
and familiea. Your endorsement of gtata standards for prevention
and control of Infectious disease, building and premises safety,

- and minimum health and safety training confirms the CCDBG'e

carefully crafted balance between gtate flexibility and the
netional intareat in children's, gafety and healthy development.

Child Care Rascurcgi

The Administration also appreciates your commitment to tha CCNRE
Ly roauthorising it at $1 billion for fiscal year 1996, and such
ouma as mRy ba necesasary through fiscal year 2000. Am you know,
however, tha need €for child care agsistance greatly exceeds the
federal resources that are currantly provided. Throughout the
country, long waiting llete ara the norm ag low income parents
seck the child care asaigtance that ig the key to work, self-
sulliciency, and freedom from wclforc.
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while we applaud the prograa consolidation included in your bill,
" the Administratien strongly opposes Congressional efferts in
other arean to repesl essential child c¢are programs and cubt back
on oritical investments. The House welfare raforr bill (KR 4),
for example, reduces fedaral funding for child care by $1.6
pillion -~ or 15 percent -- ovar the next five years, and offers
no guarantee that this leval of support will actually bde '
appropriated. In the year 2000, ovar 320,000 child care siote
would be lost undar the Housa bill -~ evenl though real welfare
refore will require more child cars, not less. In addition, the
proposal under consideration in the Sanate Finance Committee cuts
evan further -- repealing the chilé care programs that nov serve
more than 640,000 children in families struggling to mova fron
welfare to work or at risk of welfare dependenvy. Thess are
counterproduetive policies that will Jjsopardize the safsty of cur
children, doom our chances to truly reform welfare, and pit :
wvelfare families againgt working familiss in the competition for
even more limited resources.

We strongly urge you.and your colleagues in the Senate to resist
massive cuthbacks 4in ohild care services. At a minimum -~ fedecsl
support for child care must be maintained at current levels, atd
no parent mupt be required to participats in work activities or
donisd cash assigtance if child care is not available. Further,
thess investzenty muat be dedicated to child care and guaranteed
to the states in order t¢ enhable parents to work and to ensure
children’s walfe and healthy development.

The Adninistration epplauds your efforts to ensure health and
safety and quality services for children. We are particularly
Pleaged to ses that you maintained the critical hsalth aid walwly
atandards and that you required comprehensive child care resource
ond referral~ both 80 ipportant t¢ ansuring parantal choice of
guality servicag, We also applaud your efforts to improve and
expand the tribal provisions. . :

As you Kknow, the CCDBG set-aside for quality and supply nas -
allowad states to devote 25 percant of thelir block grant funds
for activities that make an important difference to children
around the country. The GAQ, for example, reported that this
funding was the principal source for guality improvements in
famnily day care homes, and many states have invested these funds
in resource and referral networks and to improve training and
ponitoring activities. We are, therefore, extremely concerned
that your bill would reduce the CCDBG set-zslde for quality
improvemants and supply bullding activities to 7 percent uf the
states’ allocation. We do not believe this is wise policy, and
feoar that it would jmopardize inportant efforts to improve the
quality of child care services for our nation's children. We urge
you to maintain the ourrent CCDBG sat aside for cuality and
supply activities. ' '
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Simplifieation and Coordination of the Child Care Systey

¥We applaud your efforts to cneurc a oimplified and coordinatcd
child caxe system by including provisione that require all
federal funding teo meet the provisions of CCDBG. Ag you know, the
Adminilstration has taken several stcps to move in that dirccticn
by consolidating the operations of the child care programs into a

single administrative unit and by moving towards mere uniform and
flexible vegulatiocns across programs. .

The Admxnlstraticn appreciates your firm commitment to chlid care
sexrvices and looks forward to working with the Committee on the
parsage of a bipartisan bill that promotes work for fam;lzea and
safe and healthy develcpment for children.

The Office of Management and Budget adviges that there is no
objection to the transmirtal of this letter to the Congress.

Sincerely,

Ponna E. Shalala
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Tha Honorable Nancy landon Kagsebaum, Chair DRAFT
Committee on Labor and Hunan Resources

United States Senats

Washington, D.C. 20510

Dear Hudam'Chairnan:

This letter exﬁressns the Adminiutrtticn'a,éievb on "The childa .
Care and Dsvelopment Block Grant Amendments Act of 1995" that you

hava sponsored with Benators Xennedy, Coatp eand Dedd. pp,

child care is an izportant issue for American families that has a
distinguishaed bipartisan history in your Committes and in the
congress. AS you havs so often stressed, child care is oritical
to millions of working parents and their cnildren, as well aa to
those fanmilies whe are £rying to move from dependenca to
independence. and gain a permanant foothold in ths labor market.

The Administratien epplaude your leadership in reauthorizing the

Child Cara and Devalopment Black Grant (CCDBG) in E bipargisan  wew
%angig‘ Since its enactment in 1990, this landmark program has
san :

a canterpioca of federal efforts to enkure the
availability of affordabls, qguality ohila vare for low inconma
working families. It is & flexibls progranm that maximizes
parantal choice by ensuring families the full range of options
for the safe care of their children. More than 750,000 children
ourrently receive child care asgistance uncler the CCDRG.

The Adninlatration is especially plsased that your legislation
builde upon this highly sucoessrul ohild ocere program. Your
sfforts to conpolidate the CCDBG with the ftate Depandent Care
Planning and Developnent Grants anc the Child Develcposnt

- Associate Credential (CDA} program are an important satep toward

the seamless child care syatex that is so vital %o our children
and families. Your endorsemsnt of state standards for prevantiocn
and control of infectious disaase, bullding and premisces safsty,

" and minimum health and safety training confirms the CCDBG's

carefully craftad balance between atate flexibility and the :
national interest in children's safety and haalthy developmant.

Shild Cars Regcurcas

The Adminlistration also appreciates your commitment te the CCDBG
by ressuthorizing it at §1 billion for fiscal ysar 1996, and auch
suns as may be necsssary through fiscsl year 2000. As you know,
hovavsr; ths need for child care assistance greatly exceeds the
faderal resources that are currently provided. Throughout the
aountry, long walting liste are the norm as low income parents
seek the child care assistance that is the key to WwOrk, self-
surficisncy, and indepandence from welfare.
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While we applaud the program consolidation inaliunded in your bill,
the Administration etrongly opposes {ongressional afforts in
other areas to rapesal child care programs snd out back on
eritical investments,  The Hocusa welfars refoerm bill (HR 4), for
axample, reduces federal funding for child care by $1.6 billien -

"= 0r 18 parcent ~- ovar the next five icara. and offers no
- guarantee that this level of support w

11 actually be

appropriated. In the ysar 2000, over 320,000 child care slots

would be lost under the Housa bill ~= evar though werk-based

wvelfars reform will reguirs more child care; not less. In

addaition, the proposal undar consideration in the Zenate Flnance
Committes includes major reductions in child care =- repealing

the child care Treqran- that nov searve mors then 640,000 children

in fanilies trying to move from walfare to work or at risk of

walfars dependency. These policies may jeoperdize ths safaty of fEMP?ﬂa

. our ohildren, work against efforts to truly reform velfare, and

Tequire stateg to choose betwaéh perving welfars fanmilies and

‘working fanilies.

We atrongly urge you and your colleagues in the Senats to reject

najor raductions in shild gare ssrvioes, Fedaral support for

onilad caraM should be maintainad [seuonent (.wml
M‘? and shild cars gheuld ke provided 50 that people who are
requiréd to wvork can do ep. In addition, resources should be ‘

dedicated specifically to child care and their availadilicy

guaranteed to the states in order to enabls parents teo work and
to snsurs ochildren's sofe and healthy development. -

ounlity of (bhild Gars .

The Adninietration applaude your efforts to ensure health and
satety and guality services for childran., We are particularly
Ploased to see that you maintained the crifical health and safety
standards and that you required comprehensive child care resocurce

‘and referral~ both important to ansuring parental choige of

gquality services. We also applaud your afforts to improve and
axpand the tribal provisions.

e
Wo alec comnend vour legiglative suppert fo alit 4
: ply bullding activitiss under )] you know, the
-agide Tor gquality and supply gan alloved states to

devote 25 parcent ¢f their block grant funcds for activities that
pake an imporcant differsnce to children around the country. Tha
GAO, for example, roported that this funding was the principal
sourcae tor qualiti improvements ln family clay care homes, and
Bany states have lnvestad these funda in rescurce and refarral
natworks and to improve training and monitoring activities. Xa.

gust continue thesa ixportant sefforts to improve the guality af new.
a A (F5 or our Nation's ¢ Ten,

S

Bispligication and Coordination of the Child Cara System

¥We applaud your afforts to ensurs a2 sinplified and coordinated
child cera systen by inoluding previsisne thst regquiza all


http:a1Dp11f'i.Cl
http:No,OOl.P.02

ID: MAY 24°95 2:35 Np.0Q01 P.03

fedaral funding to nmeet the provisions of CCDBG. As you Xxnow,
ths Adninistration has taken several steps to mova in that
dirention by consclidating the opsrationa of the child cmre
programs into a single administrativae uynit and by moving towards
nore uniform and flexible regulationa scrcoss prograns.

The Administration appreciates your firm commitmant to ahild oare
services and locks forward to working with the Committse on tha
pagsags of a bipartisan bill that promectes work for families and
safe and heaithy develepment for children. ,

The Offica of thaqomint and hudqet advises that there is no
objaction to tha transmittal of thise lettar to ths Congress.

A 9inilar lettar alms was sent to Senator Xennsdy, the Ranking [ wow
Minority Member of your committaee. -

Sincerely,

Donna K. Shalala


http:toSana1:.or
http:1parti.an

.o . 1D:202-395-6148  FEB 22°95  1:37 Np.003 P.02

THE SECRE TARY OF HEALTH AND rUMAN senvlcﬂs o
. WWARRINGTOMN, ot WP :

FEZZ%

The Honorgbte W:ll;am F. Goodlms o
. Chaitman h ‘
- Comminee on f.conomic and Educational Opponunmes _

‘House of Representatives
Washinglon, O. C. 20515

Dear Mr. Chidirman:

This letter ‘expresses the Administration’s views on the Chairman’s mark- for child care
~ consolidation and the repeal of several child welfare programs 'under consaderanon by the
Committze on Feanamic and qurarmnal Onpmwnmm :

The Administratton belneves that both child care and child welfare are imporiant issues for
" American families, and both issues have a distinguished bipartisan history in"the Congress.
and in this Committee. Child care is of signiticance to millions ot working parents and their
children, as well as to those families who are trying 10 gain afoothold in the labor market.
Child welfarp sefvices assist millions of our mns vilnerable children and l‘amrhps in this.
- Nation each year, often in times of CriSts :

The Administration !ooks forward 10 working cooperatlvely with the Congress 0 pass:
bipartisan child care legislation and to reform and strengthen the-child welfare system. The
Administration has, however, serious ‘concerns that-a number of the features of the
Chairman’s mark would undermine the values of work and family to which we are all

- committed, and might undermine the economic mdependence of famfll&S and the safety and.' :
well-being of c:h:ldren :

The Administration believes that quality child care is an important component of a welfare

reformn strategy that Is truly about work. Successful chlld care policy promotes the economic .

independence of families and children’s healthy deve!apment, ptovides parents.with raal

choices among quality alternativas for children of all ages; and encourages contmu:ty of care .
~ for the chlld regardless ‘of changes in the parpnr < Pmp!nymf'nt

Last year, the President subrmued d buld welfa:e mfcnm bill, the ka and Respors;b:hty .
Act of 1994, which embodied. these values. It continued the assurance of child care as
families move toward selfsufficiency. and made important new investments in child care .
foar working pooe families.  Ar the saine time, it extended: health. safety, and quality
provisions 10 all the major federal child care progranms.

~ These important supports lhat enable parents to work and (o ensure children’s safe and
_healthy development appearto be missing from the Chalrman s mark belore you. lherdom

El:j':l BrI9ssre . © BL . i : : ' LMt -Qon;"r c:cv_:r?_iu:_.n“‘.
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 Page 2
the Administration ‘has a number of concerns:

o The proposed - legislation provides no assurance of child care . to AFDC
recipients whoé work or are preparing 1o work — even il a state requires them
to participate in work or training, We should and must requice all parents to
become active and productive workers. And at the same lime, we should

~asgist them in their. efforts ta sare for their chuldmn 40 ihat their cnildren are
- notleft home alone or in unsafe situations. :

o The proposed leg:slanon may requnre states to choose between serving .

families making the transition from welfare 1o work and working families that
nead child Fara accictanca to keap tham from fallmg onto welfare, \Mth aqap
on total funding for child care far below projected spending under current
~law, 2nd no separate guaranteed source of child care assislance for welfare,

recipients, the legislation could concelvably reduce’ assistance by limiting -
availability to only approxrmately 200,000, of the million children of hard
working American families by FY 2000 currentiy receiving federal child care
support. The Administration believes that we should support working families
. and that families should not have to go on wclfarc to reccive child care
assisldlite, | Mareuver, as demonstrated by the waiver applications the
Department has received, states which are commifted to making AFDC

o recnp:ents work vlew ¢hild care as an mdispensable mol in their efforts

o - The propo;r_'d legislation rcpcai' provisions for chu!dren heallh and safety
' contained in the Child Care and Davetopment Block Grant. These provisions .
-were passed with bipartisan support in Congress and signed into law by
President Bush after an extensive national debate. They represent a carefully
crafted balance between state tlexibility and the national interest i children‘s
safety and healthy developmaent. The provisions do net specify any standards
. at.the faderal level hiw instead réquire that states have such slandards in three
areas: control of in_fectio_us diseases, physical premises sdfely, and provider
~ training. A study reléased;in the last few weeks reported’ that most child care
- 1s far from adequate and that 40 percent of infant-woddler ceniers provide poor
‘quality care. We believe that the proposed leg:s!a:mn rnuld increace mkq to
children's basnc heallh and safety _ y

o The proposed Ieguslauon also repeals the provis:on in the Child Care and
Developrment Block Grant that provides resources for quality care, as well as
~ early ¢hildhand, before-schaol and after-school programs. This provision has
beer instrumental in ensurlng that -parents have choicas among quality
© alternatives for ther children. Siates have used these resources to build the
supply of quality care, provide critical consumer education to parents,
“improve licensing, and monitoring, and increase ‘the training and <upports 1o
child care nrnvudprc “Tha repeal of this provision. raises concerns.

r
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The A.dmuw,ls-mnu wmnmrq Aan apnmarh o ‘child care that gcnumcly suopom wori-r. f(:r"
parents, and safety and healthy development for children. Such an approach would assume
child eare fou fanilies moving toward self-sufficiency and expand child care ‘Opporiunilies _
" for working families who want to avoid welfare dependency. We believe that ensuring
quality choices for parents, and providing for conunuuy of serwces for-children and famllles :
should be an element of such a proposai .

Chi g We|fare ,

_Ch:idren become par! of the child welfare’ System because they have been abused uf,"'
" neglected or are in danger of abuse or neglect. The Administration has serious concerns,:
expressed in the letter to Ways and Means Subcommittee Chairman:Clay Shaw and Ranking .

. Member. Harold - Ford last week, about the proposed -block grant approach n chiid
protection. There is unanimous agteeinent that the system for serving abused and neglected -
children and their families is seripusly overbirdened and unable 10 respond sdegualely 10
the needs of children today. The block grant approach potentially endangers the safety of
these children by reducing funds for services and for foster and adoptive homes, eliminating,
critical protactions for their well-being, and potentially halting: prngraqq in states’ lhat are .

| movmg forward on the rcforms that are neéded i in !hns systern | '

LI

The propo.sed Ieg:slatlon consolldates existing programs into .a block grant with nornmal ,
federal oversight and reduces. resources signiticantly from the current services baseline. The
Administration has serious concerns about these pravisions. First, the propased legislation
_caps spanding for child protection at $5.6 billian less than projected baseline spending over ..
5 years. This cut could farce states 1 gamble with children’s wellbeing -~ choosing

_ whether to: leave maltreatment reports umnvestlgatad leave children in unsafe homes with-

' minimal services, cut payments 1o foster. parents, or elitninale prevention. Second, the
proposed lagisiation virtually eliminates federal monitoring and accountability mechaaisms
and also eliminates federal support for ‘research, training, technical assistance, and
deuwnsuauon projects. It would be vinually mposs:ble for the chcral Covernment to '

~assure the safety of children or help s:ales lmprove thelr systems.

" The. Chairman’s mark 'raneat: the Abandoned"-lnfants Assistance Act, the Child Abuse
Prevention and Treatment Act, the Adoption Opportunities Program, the Crisis Nurseries

. AL, the Missing Children’s Assistance Act, and the Family Support Centers program under
the Stewart B. McKinney Momeless Assistance "Act. The activities authorized under these
ptograms would be permitted but not required undar the Child Pratection Blork Grant |
approved bv the Ways and Means Subcommattee on Human Resources

_ in ‘addition to, general conccrns about the b!ock grannng of chnld protection fmuls, the

Administration has several specific concerns about the proposed repeal nf programs within
lhp |ur|sd1cnon of your . nmm;tmp -
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0 The proposed !eglsiation repeals the Adopnon Opportumlses program and eliminates
the Adoption Adsistance program, leaving It up to statds whathar they can afford the
subsidies that enable many. specna! needs children 16 find permanent homes. These
repeals could slow the progress ‘that has been made on adopt:ons since 1988.

o The Iegtslahon repeals the Abandoned Infants program whigh was established to
raspond to the continuing <rises of AIDS and erack cocaine, Thase crises have .

~ disproportionate effects on families and child wellare systems in selected urban areas.

o The propos;ed'legislarion eliminates all direct federal support tor non-profit agencies,
. community-based organizations and public-private partnerships, suuch as Children’s
Truse Funde, as waell as all earmarkad support far prnuennnn af child ahise and :
neglect :

The Adrmmstrauon 1 commalted to’ ImpIOVlﬂg the child welfare system. The system must.
ensure the safety of children and strengthen the capacity -of pareats to nurture healthy

. rhildren  Given the critical nature of these services, the Adminisiration supporls an -

* approach 1o change that provides states and cornmunitias with flexibility to develop services -

~ that are responsive to the needs of their citizens, but within the context of a national
framework thal mainiains o commitment to. federal resources. and strong,” effective
protecnons for chlldren and famities. :

In summary, the Adminijstration looks forward to working with the Committee in a bipartisan
fashion to promote-two key goals: work for familics and safety and healthy devalopment for
children. "But we are concerned that the proposed legislation does not move toward these
goals. It does nothing to provige child cate that would move families from welfare o work,
and it risks moving families who are now warking back onto welfare as they lose child care
assistance. It weakens protections for children’s safety sn child care, and gambles with their
wel)-being if they arc abused or neglected. It naither holds state bureavcracies aceauniahle
not cushions slate laxpayers againgt recession or growing family needs. Wae believe there
are alternative approaches to reform that achleve our lIlUlUd' goeals io far more constructive
~.and accountable ways. ' '

The Office.of Managemem and Budget adwses that there is no hthrtlnn to the transmnttai_' ‘_
| nf this report to Congress :

A stmliar letter alsa was sent to Representative William Clay and members of the Commlttee
on Ewnunm .md Educational Opportumt:es

Smcerely. |

Pn TG

Donna E. Shalala :
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- n-«: us. RETARV OF nzm.rn AND HUMAN mnwcc’ .
... WASHINGTOM, Q. 2b251 . g

© o FB 2285

The Honorabic W:iham Ciay
Ranking Member - : ”
Committee on Econom:¢.and hducallonal Opporwmues :

House of Represantativac
‘Washingion, D €. 20515

- Dear Mmr. Clay

' _This Iett'er expresses the Administration’s views on the Cfmairman s mark for child care
consolidation and the repeal of several ¢hild welfare programs under conmderauon by the -
- Committee on Economic and Educational Opportum:ms '

The Administration: belleVes that both chitd care and child v‘velfa:e are important ssues for
American families, and both issuas have a distinguished bipartisan history in the Congress
and in this Committee. Child care is of significance 10 millions of working parents and their
children, a5 well as 1o those families who are trying 1o gain a foothold in the labor market.
‘Child welfare services assist millions of our most uulnerablp children and famnhnr. in rh;(
Natiort edt.h yeat, often in ums of crisis. “

lhe Admmlstrauon looks fcmard m'working cooperatively with the Congress to-pass -
hipartisan child ¢are legislation and to reform and strengthen the child welfare system. The -
Administration has, however, serious concerns that a3 number of the' features of the
.Chairman’s mark would unidermine the values of work and family to which we afe all
committed, and might undermine the ecanomic mdependence of families and the safety and
'we“-bemg of children.

g;hiid Care

. The Admmistraﬂon believes that quality child care is an imponant component of a welfare
- relorm strategy thatas troly about work, Successful child cara policy promotes the economl«
~ independence of familiés and children’s healthy development; provides parents with real
choices among quality alternatives for children of ali ages; and encourages conrmuity of care
. for the chuid regardless of changes-in the parant’ s omployment. '

Last year, the Prec.ldom submitted A hold welfare reform bill, the Work and Rgspunmbllnw :
Act of 1994, which embedied these values. It continued the assurance of child care as’
famifies move toward seif«suff:c:ency ‘and made important new investments in-child care
for working poor families. = At the sama time, il t‘xh-'l‘ldl:‘t.l health, safetv and quality
pravisions 10 aH the rna;or federal ch:ld care programs

~ These important suppOr[s that enable parents (o work and to ensure chnid;en s safe and
" " healthy development appear to be missing from the Chairman’s mark before you. Therefore,

. -
W '
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the Admumstratnon has a number of concerns

o .The proposed legislation prowdes no assurance of child .care 16 AFDC
- reciplents who work or are preparing 10 work = even il & state requires them
- to participate in work or raining. We should, and must require all parents to
“become active and productive workers.: And .at the ;mme time, we shouid
assist them in their efforts to care for theis children 50 tha: lharr children. are
- nat left home alone or in unsafe situations. -

o The proposed: legis!ation may réquire states to choose, between serving:
‘ - families:making the transition tram welfare 10 work and working families-that
" néed child care assistance. ta keen them from falling onto welfare, With acap
on total funding for child care far below projected spending under current
law, and.no separate guaranteed source of child care assistance for walfaze
recipients, the legislation could concelvably reduce aa&z:’atm\cg by limiting
availability to only approximately 200,000 of the million children of hard
working American families bv FY 2000 currently receiving federal child care
support. The Administration believes that we should support working families
and that families should not have to go on welfare to recelve child care
assistance. Moreover, as démonsirated: by the waiver applications the
. Department has received,. states which are -commiued 10 making AFDC
ret:tplents work wew child care as an mduspensable tool in their efforts .

‘o The propcsod icg:.,iatlon 'epeais pl’O\.flSlDr‘ls l'or chuldran 5 heaith and safety
"7 ‘contained In the Child Care and Davelopment Block Grant. These pravisions
were passed with bipartisan support in Congress and signed jnwo law by -
Prasident Bush after an extensive national debate. They represem a carefully
crafted balance between state lexibility and the natlonal interest in children‘s
~ safety and healthy developmént. The provisions do nat specify any standards
at the federal lavel but instead require that states have such standards in three-
areas: control of Il'leL(IBUb diseases, physical premises safety, and provider
training. ‘A study released in the last few weeks reported that most child care
Is far from adequate and that 40 percent of infant-toddler centers provide poor -
_quafity care. ‘Wa balieve that the prapased Ieguslauon cou[d 1ncrease rlsks to
children’s basic hea!th and safew S

o  The proposed legislal:on also repea!s the prowsnon in the Chuld Care"and

" Development Block Grant that provides resources for quality care, as well as .
early childhond, hefare-schnol and afler-schooi programs.. This provision has
been instrumental in ensuring that parents have choices among - quality

 allernatives for thelr chiidren. States have used thaso fesources to build the
supply of quality care. provide critical consumer education to parents,
improve licensing and momtonng and incréase the tralnmg and supports 10
chlld care pruwders. The repeal nf lhns prowswn raises ccmcerns

- w@'d Bplosess - Coan T T L e oresr  eder_om_ana
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i he Admunistration supports an approach to ¢hild care that genuinely cupports work for -
parents, and safety and healthy development for children. Such an approach would assume -
child care for famities moving toward seir-surﬂc:ency and expand chdd care vpportunities
for working families who want to avoid welfare dapendency ‘We believe that ensuring

" quality choices for parents, and providing for conunu:ty of sewnces Eor children and farn:lues |
shm.:ld be an element of such & proposal '

" Child Welfare

- Children become part of the child. welfare system because.they have been abused or
negloctad or are in danger of abisa ar neglact. Tha Administration hak serious concarne.

- expressed in the latter to Ways and' Means Subcommittee Chairman Clay Shaw and Ranking -
 Member Harold Ford last week, aboul” the proposed block grant ‘approach to- chitd

. protection. | here 1 unanimous agreement that the system for serving abused and neglected
chidren and their families is seriously overburdened and unable to respond adequately ta-

" the nepde nf children mday The blnck grant approach potentially endangars the safety of
these children by reducing funds for services and for foster and adoptive homes, eliminating
critical protections for their well-being, and potentiaily halting progress in statcs that are
muvmg furw;:rd vt the refurrns that are neaded it1 thls syslem

u

The proposed leglslauon cnnsolrdates exnsung programs mto a hlock grant with nommal
fedleral oversight and reduces resources significantly from the current services baseline. The
Administeation has serious concerns aboul these provisions. First, the proposcd legislation

- caps spending for child pretection at.§5.6 billion Icss than projected baseling fpendlng over
5 years. This cut could force states to gamble with children’s well-being — choosing

" whether to: leave maltreatment reporis uninvestigated, Ieave children’in unsafe homes with
minimal services, cut payments to fostér parents, or eliminate prevention. Second, the
proposed legislation virtually eliminates federal monitoring and accountability mechanisms -
and also eliminates federal suppart for research training, technical assisfance,’ Cand
demonstration projects. it would be virtually impossible for the Federa!- Governmem w
assure the safety of chx!dren o he!p states nmprove the:r swstems : ‘

The Chairman’s’ mark repeals the : Abandoned infants Ass:srance Act, the Child Ahm.p
Prevention and Treatment Act, the Adoption Opportunities Program, the Crisis Nurseries >
Acl, the Missing Children’s Assistance Act, and the Family Support Centers program under
the Stewart B. McKinney Homeless ‘Assistance Act. The activities aUthorized under these
programs would be peimitted but not required under the Child Protection Block Grant

. approved by the Ways and Means Subcommlttee an Human Remnrrpc

In addltlon to generdl concerns about lha btmk bcantmg of chlld protecnon funds, the .

Adminisication has several specific concerns. about the proposed repeal of programs w1th|n :
- the juris dlctmn of your Comnuuaa ' :

BA'd  BrISSEEs - oL - T W4 BY:PT GARTw#emd
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o The proposed legqslataon repeals the Adoptcon Opportumues program and eliminates
the Adoption Agsistance program, lcaving it up 1o states’ whe!her they can afford the,
subsidies that enable many special needs children to: find permanent homes, These |

- repeals could slow the progrens that has beon made on adoptions since 1938 '

o The Iegislauon repeals the Abandoned lnfants program, which was Pstabhshed to,
: respond to the continuing crisws of AIDS and crack cocaine. Thase grises have

dispropomonate effects on families and child welfare 5ystems in selected urban areas.
[

o The proposed !eg:slauon ehmmates a[l direct federal support for non-profit agencies,

community-based organizations and public-private pantnerships, such as Children’s

."-Trust Funds, as well ac all aarmarknrl r.uppnrr for pm-.-ﬂmmn of child abure :md
neglect B oo

| he Admmistranon IS commmed to improving the chald welfare System The system must
‘ensure the safety of children and strengthen the capaczty of parents to nuriure healthy -
rhildrsn  Civen the cditiral natire of theea eorvices, the Administration supports an
.approach to change that provides states and communities with flexibility o develop services
“that are responsive to the needs of their citizens, but within the context of .a natonal -
framework . that' maintains. a- commitrnent 1w I'edemi resOUTLES, And slmng, eFfeLlwe
' protecuons for children and families. .

in summary the Admmrstrat:on Iooks forward to workmg with the Cornmlttee ina btparusan

fashion to promote iwo key goals: work for families and safety and healthy development for
_children. Butwe are concerned that the proposed legislation does not move toward these

goals. It doesnothing to provide child care that would move families from welfare 1o work, |
~and it risks moving families who are now working back onto welfare as they lose child care

assistance. It weakens protections for children’s safaty in child care, and gambles with their

well-being if théy arc abused or neglected. It acither holds state bureaucrac:e° accountable

nor cushlons state taxpayers against recession or growing family neéds. ‘We helieve thara

are zlternative approaches to reform that achieve QU mutual gaals n far more consiey ictive
“and accountable ways. S »

The Office Df Manasoment and Budget adwses that these s no ob;ectlon to the lransm:tlal
oi this report to Congress -

A sumtlar Ietter also was sent to Chalrman Wi”lam £ Goodlmg and members of :he "
. Cu:rlmmee on Econornu. and Educatlonai Opportunmes . -

SR - Suu.t:mly, -

Donna E Shalala

€0'd  @plesess . - O . S P SR Tt S
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REDUCED FEDERAL CHILD CARE ASSIST ANCE FOR STATES
AND CHILDREN IN FY 2000 o

This table shows FY 2000 losses in funding and in mumbers of children receiving federal assistance
'underthenewchﬂdmreblockgnm ‘ ,

FUNDING LOSS

ThefumlmglossIsthzdlfferencebetwacntheFYZUODblookgmmdxsm’buuonmdthecmcctedFY
2000 funding level under current law. FYZOOOmndsmdlsmbuwdawordmgthepropomonof
fedmlchildwemndsmmvedeYlm as:sproposedmlhedtaﬁEEObﬂl -

R.EDUCTION IN CHILDREN RECEIVING FEDBRAL CHII..D CARE ASSIS‘I‘ANCE -

'I‘hereducnonmchﬂdmn:sdenvadﬁ'omthcSmtesﬁmdmglossandtbcuanonal average child care
funding per child. Average funding per child was calculated by dividing the total federal child care
funding in FY 1993 by the total number of -children sarved through federal child care programs in
that year. This gumber is not a full-time equivalent cost. It does not contain state or parent ‘
contyibutions to the cost of care, Tth’Y1993fundmgperchﬂdmmﬂmdeyzooomordmg

totheHHSbasehnc
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ALASEA, ' . . ‘ 1.5 R $30
ARIZONA _ . . 103 . 6380
ARKANRAS ‘ . $46 ‘ - 2.0
CALIFORNIA 5.7 . 33,130
CCLORADO - _ $6 ¢ 3800
CONNBCTICUT - ' , . 570 . " 4,328
DRELAWARE =~ S ) ¥ 1170
DISTRICT OF COLUMBIA . ) 9 1110
FLORIDA . . 057 15,850
GEORGIA ' _ A SN2 13,080
HAWAR ' S ‘520 L2 C
IDARO 24 1,480
[LLINO1S ma’ 13,60
INDIANA 3 7590
IOWA . $43 2.960
EANSAS | 3,9%
KENTUCKY $10.6 6£,540
- LOUISIANA $113: 6,570
MAINE 20 1,230
MARYLAND 318N £150
MASSACHUSETTS _ 3163 10,060
MICRIGAN 152 23850
MINNESOTA $11.1 &A50
MESSTSSPT ¥ 4,070
MISSOUR) $12.0 7400
MONTANA 3y Lim
NERRASEA 8o 3,080
NEVADA. . 519 1,170
NEW HAMPSHIRE . 821 1,300
NEW JERSEY ‘%1058 6,480
NEW MEXICO 553 327
NEW YORK , . 318 23,50
NORTH CAROLINA 2.7 17,09
NORTH DAKOT. " L8 30
OHI0 - - : ‘K9 37,830
OKLAHOMA $113 5978
OREGON . ¥ 5480
FENNSYLVANIA 242 14,930
PUERTO RICO 1.7 ' 4,750
REODR 1SLAND 2.7 1,670
SOUTH CAROLINA Ny 4570
SOUYH DAEQT. .5 30
- TENNESSER .S58 10,30
TEXAS - - a4 135
UTAR $6E 4,19
VERMONT ¥ 1 - 990 :
VIRGINIA o _— £ ) = 6970
" WASHINGTON : : $16.4 30,120
WEST VIRGINLA, - : 48 1,730
WISCONSIN ol G0
TRIEES . o ' A L .
TERRITORIES . . - _ . N 1510
ALL STATES _ ' . SE1LA © 3680
Percent Redpetion s ) 24.0%
1. Thwe block grusd smoced §s et a2 FY1904 CBO Bamiline Jeveis,
2, Funds ave ullocaied seconding w0 HHE figores an FY1994 expendineres and sDecadiony,
3. FY2000 fgure are Fi1994 allocations apd by the matianal growth rete fipares.
4. Chilldven served was defermined by dividing totel foders) allocations

!
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ESTIMATED REDUCTION IN FEDERAL SPENDING FOR CHILD CARE FROM PROI’OSED CHILD CARE BLOCK GRANT

ACF/SUITE 600~

.+ 2-22-95 :12:08PM

(Numbers in mﬂl!ons)
ESTIMATED REDUCTION IN FEDERAL SPENDING |
UNDER CHILD CARE BLOCK GRANT USING : . : 5 Year
_ HHS BUDGET AUTHORITY BASELINE FIGURES ~ 1996 - 1997 - 1998 1999 . 2000 Total
AFDC/JOBS . ' 74 78 829 869 911 4,127
TCC - . 220 234 248 260 m 124
At-Rbk J 00 - 300 - 300 300 300 1,500
CCDBG _ _ 1 1049 . 1049 1,049 1,049 1,049 S, 245
%&M@MM’S G l; i}! i}l IE ig | 10
ent Grants '
Nutlve Bawaflon Fumily Ceaters (CBO ext.) 5 - 6 6 -6 . 28
SUBTOTAL HHS BASELINES 2322 2,387 2,447 - - 2,50 2,555 12,218
CHILD CARE BLOCK GRANT 1,943 1935 1,94, 1,99 1,943 9,715
REDUCED SPENDING FOR CHILD CARE 319 444 . S04 557 612 2,496
PERCENT REDUCTION IN SPENDING -16% A9% ___ 21% 22% A% -104%

Notes:

L. This Child Care Block Gmnlfrmfuudingatm FY1994 levels estlmatedinCBO'ilene.

2. The numbers abave are HHS estimates based on baseline figures frona the President’s FY 1996 budgel exceptfw

the Native Hawailan Fammlly Centers estimate which is from the CBQ baseline, .

3, CBO estimates were based on Januvary 1995 CBO Baseline Ngures, They esthnate five year udngs :
of $1.7b or a 15 percent reduction i spending, These differ from HHS estimates due {0 baseline differences. -

4. Savings pmjeded by the EEO eommlttu ure based on CBO basellrte figures,
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. Child Care Standards in Welfare Reform--Talking Points

One major principle gquiding the development of the child
care provisions of the welfare reform proposal is to -
simplify and make consistent the Federal requirements
governing the Federal child care programs. States shculd be
able to operate a seamless child care system that is
administratively simpler and ensures that children and their
parents are not forced to move from provider to provider as
the source of sub51dy changes. :

‘Currently, the IV-A child care programs and the Child Care
and Development Block Grant (CCDBG) program have different
Federal requirements related to the standards child care
providers must meet. In both cases, States are given the
flexibility to establish standards; CCDBG specifies certain
basic health and safety issues for which the States must
have standards (in the areas of building and physical
premises safety, minimum health and safety training

" appropriate to the provider setting, and the prevention and
control of infectious diseases--including immunization}).

We propose to ‘make the standards for the programs the same
by making the IV-A standards consistent with the CCDBG
standards. In addition, we would add one new issue (access
to toxic substances and weapons) and establish a uniform
immunization requirement. Vo

We selected this approach because we feel that it reflects
another guiding principle of the welfare reform proposal:

to assure that children are cared for in healthy and safe
environments., We believe the CCDBG standards, together with
the two new standards, are truly the minimal requlrements
that can provide such an assurance.

Many States obvicusly agree since they are already using the
same standards for IV-A child care and CCDBG child care. At
least 26 States state explicitly in their IV-A plans that
they use CCDBG standards; many more cite their State
standards which would meet the CCDBG requlrements

In all cases except immunization, States would continue to-
establish their own standards; as a result, this change
should not have a significant effect on many States. We do
not believe immunization should vary from State to State.

We continue to support strongly parental choice and propose
to add requirements for: assuring parental choice of
providers, providing to parents information on options for
care and payment of child care, and establlshlng a system
for parental complaints.
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Child Care Cost Modals for AFDC Farilies QNL. _
Children Childreri Average
‘ On ~  Needing " Hourly : : ,
Age of Child AFDC Care - Gost o{_ggrg Modet 1 Model 2 Model 3
. Underi . 46525t . - 178,656 /s187 . $364,637,288 $354,637,288 $364,537,288
"1 Year 1,080,885 553,413 - $1.62 | $1,165488,031 "$1,165,488,031 $1,165,488,031
2 Years 756,620 387,389 T $166 | $835,985859 $835,985,859 $835,985,859
"3 Years *709,625 363,328 5188 | $2,614,651,860 . ° $1,766,5696,284 $1,766,696,284
4 Years 667,329 341,872 O$1.88 | $2,508,797,332 1« $1,713,769,020 $1,713,769,020
5 Years 639,132 327,236.° c$153 Y $1,015393,724 $365,522,147 . $365,522,147
1o 12 3477630 1,780,547 i 5186 . $4316044,861 | $4,316,044,861 $1,034,497,551
Total 7,796471 3832241 | $169 | $12,82199B,055 . $10,528,143490  $7,246,596,180

Preparad by Angela Duran, ASPE, 630-6613
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“Total Costs for Combinations of Models "

 AFDC

Up to 100%
"~ < Head Start

_ -Federal CC -
- -State CC___

o - Co-pa
- New CC Needed

Up to 200%

- Head Start

- Federal CC
-State CC

« -Copay .

New CC Needed

Model 1
Part-Time

Chiidren Under 3 '
$12 821 998 955

'$17,352,11,7,s1a $15,568,262,053

$4,334,456,000
$1,638,711,000
$2,377,809,913

—$246%93&34B———$2~1—52£3Q3AB—-$2—162~939~34&
$11,682,668, 257.

$32,41 7,509.555
$4,334,456,000

' $1,638,711,000
' $2,377,809,913
$2,162,930,348

$26,238,058,294

Model 2 Model 3

Part-Time " Part-Time’
ChidrenUnder&6. ;| - All -
‘\ $1 0,528,143,490 $7,24_6,596,1 80

$12,286,714,743
$4,334,456,000  $4,334,456,000
$1,638,711,000 $1,638,711,000
$2,377,809,913 - $2,377,809,913

1$9,388,810,792 { Sﬁ 107263482_#-

$30,123,654,091  $26,842,106,781
$4,334,456,000  $4,334,456,000
$1,638,711,000  $1,638,711,000
$2,377,809,913  $2,377,809913
52.162.930,348 $2,162,930,348

...... TTA e

Prepared by Angela Duran, ASPE, 690-6613
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CHILD CARE COST MODELS FOR AFDC FAMILIES

Children_on AFDC - Numbers are a monthly average from April 1992 to March 1993. - Age
. cohorts were figured using an average of the cohort proportions for FY 1990 and FY 1991.
" Numbers for cohorts before FY 1990 inaccurately classified some children under 1 as unknown,
and cohort breakdowns are not yet available for more recent years.. Source: OFA.

Children Needing Care - For each cohort, we assumed 20% would not be participating because
the families would be in the first six months of their AFDC spell. Twenty percent of the
remaining children would have parents who would be exempted for health or disability reasons.
And finally, of those left, 20 % would not use the care. Therefore, only 51.2 % of AFDC
children would need care. For children under 1, the proportion would be even lower because

25% of the children in that.cohort would be 3 months or younger; therefore, their mothers -

would be exempted. Only 38.4 % of children under 1 would need care.

- Average Hourly Cost of Care - The ,hourly costs are parental ,fees. Fees for regulated center-
based and home-based care were taken from A Profile of Child Care Settings. In-home care

rates were taken from The National Child Care Survey, and unregulated care rates were laken
from the Child Care and Development Block Grant State reports. The rates for these types of
' care were weighted by the usage patterns found in The Demand and Supply of Child Care in
1690,

Model 1 - Mothers with children under the age of 3 would be expected to pammpate part- Ume
- All other mothers would pammpate full-time.

@ - Part-time is 25 hours per week and full-time'is 50 hours per week

®  Assumes 821 000 3 and 4 year olds would receive Head Start (123,000 full day, full |

year, and 698,000 part day, part year). Those numbers were proportionately split
between the non-AFDC children under poverty, AFDC children whose mothers are
‘participating and those who are not. Children in Head Start receive child care to bring
them up to full-time caré. The remaining children would receive full- time child care.
The full-day, full year cost for Head Start is $8799 and the part-day, part-year cost is
$4282, :

* Assumes all 5 year olds receive 3 hours of kindergarten per day. Actual rate is 80%,
' but we could not figure how many children are enrolled in public pre-school so the 20%
should make up for, if not overcompensate for, what we left out. In addition, 5 year
olds would need 14 weeks of full-time care for summer and vacations (50 hours per

- week) and 38 weeks of part-time care during the school year (35 hours per week).

* Assumes‘.school—'age children are in school 6 hours per dajz._ In addition, they would need
14 weeks of full time child care (50 hours) and 38 weeks of part-time care (20 hours per
week). o ' N ' -



Model 2 2 - Mothers with children under the age of 6 would only be expected to pamc:pate: full-
time. All other mothcrs would participate full-time.

Pan-u'me is 25 hours per week and fu-ll,-time is 50 hours' per week. .

Assumes 821,000 3 and 4 year elds would receive Head Start (123,000 full day, full

year, and 698,000 part day, part year). . ‘Those numbers were proportionately - split
- between the non-AFDC children under poverty, AFDC children whose mothers are

participating, and those who are not. Children in Head Start receive child care to bring

" them up to part-time care. The-remaining children would receive part-time child care.

The full-day, full year cost for Head Start is $8799, and the part-day, part year cost is

- 4282

Assumes all 5 year olds receive 3 hours of kinderganen'pe'r day. Actual rate is 30%,

. but we could not figure how many children are enrollied in public pre-school so the 20%

should make up for, if not overcompensate for, what we left out. In addition, 5 year
olds would need 14 weeks of part-time care for summer and vacations (25 hours per

.weck) and 38 weeks of part-time care during the school year (10 hours per week)

Assumes school-age children are in school 6 hours per day In addition, they would need
14 weeks of full-time child-care (50 hours) and 38 weeks of part- tlme care (20 hours per
week).

Model 3 - All mothers with children under 13 would participate part-time.

. 14 weeks of part-time child care for summer and vacations (25 hours).

rPart -time is 25 hours per week

‘Assumes 821,000 3 and 4 year olds would receive Head Start (123 000 full day, full

year, and 698,000 part day, part year) - Those numbers were proportionately split

between the non-AFDC children’ under poyerty, AFDC children whose mothers are

participating and those who are not. Chlldren in Head Start receive child care to bring
them up to part-time care. - The remaining children would receive part-time child care.

" The full-day, full year cost for Head Start is $8799, and the part-day, part- year cost is

$4282,

Assumes all § year olds receive 3 hours of kinderganen‘ per day. Actual rate is 80%,

but we could not figure how many children are enrolled in public pre-school so the 20%

should make up for, if not overcompensate for, what we léft out. In addition, 5 year

olds would need 14 weeks of part-time care for summeér and vacations (25 hours per

~week) and 38 weeks of p_art-timq care duning the school year (10 hours per week).

Assumes school-age children are in school 6 hours per day. In addition, they would need

L
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December 17, 1993

Mr. Bruce Reed
Deputy Assistant to the President

for Domestic Policy
The White House ‘
0Old Executive Office Building, #216 b
Washington, DC 20300

Dear Mr. Reed:

As the Administration formulates its welfare reform proposal, we believe that the
following principles should guide the development of all related child care provisions. [t is
critical that the needs of young children to grow, thrive, and have early childhood experiences
that will enable them to enter school ready to succeed not be overiooked in any effort to
encourage their parents to move into employment and toward eventual self-sufficiency.

. First and foremost, al} federal child care assistance must ensure the full and
heatthy development of children, regardiess of whether that assistance is provided
through welfare-related child care programs, Head Start, or other federal or state
child care programs,

* Families receiving AFDC should have child care of sufficient quality both to enable
parents to work (or to receive the education or training they need to obtain work) and
to provide their children with a high quality early childhood development experlence

* In order t be able to retain their jobs and improve their earnings, families who leave
AFDC tor work should receive subsidies for guality child care as long as their income
1s not sufficient to enable them to pay the full cost. '

. Families should not have to go on AFDC in order to get the chlld care assistance they
need to get and keep Jobs. ‘

. Child care provided with federal funds should be required to-meet heaith and safety
standards that protect children and promote their full and healthy development.

. Low-income families should have access to quality child care services. Appropriate
reimbursement policies and payment mechanisms should be used to ensure a range of
high quality options for parents.
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L Parents participating in education, employment and training should be fully informed
about available child care options, the availability of child care subsidies, and the role

of child care in addressing their children’s developmental needs.

®  Additional funds must be made available to improve the quality of and address the

gaps in the supply of child care in order to meet the needs of low income children and
families. ‘ ' '
L Welfare recipients should be offered a.choice of training for a variety of careers,

including child care. Those who demonstrate aptitude for and interest in child care as

a career should be appropriately trained. .

Each of these issues is critical if we are to ensure that all of our children can grow to
be productive and contributing members of our society. We would welcome the opportunity
to discuss these issues with you as you'continue your work on the Administration’s welfare

reform plan.

Sincerely,

American Public Health Association
Association of Junior Leagues

Center for Career Developiment in Early Care and Education
Center on Effective Services for Children
Center for Law and Social Policy

Child Care Action Campaign

Child Care Law Center

Child Welfare League of America
Children’s Detense Fund

The Children’s Foundation

Early Childhood Policy Research
Ecumenical Child Care Network

Family Focus

National Association of Child Care Resource and Referral Agencies

National Association for the Education of Young Children
National Black Child Development Institute

continued ...
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National Center for the Early Childhood Work Force
National Center for Children in Poverty .
National Economic Development and Law Center
National Head Start Association

National Women's Law Center

Parent Action

Quality 2000

School Age Child Care Project

USA Child Care N _ ,
Young Women’s Christian Association of the USA
ZERO TO THREE/National Center for Clinical Infant Programs

cc: Mary Jo Bane

December 17, 1993
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PROGRAM ISSUES HOW MUCH CHILD CARE"

1) Entltlement - ' ST '
" Should the program be an cntltlemcnt as in the current AFDC Chlld care |
_ -program? If yes, would this be an open-ended entitlement? Dependmg on the
-answer to issue #2, this could be quite costly, considering the number of AFDC :
" families, Sa«vt, ko, edfonec (Rebecen, budw.)
o s Tncerves v b Drwads semins
2) F“ndlngIMatch - 'Zu) -uh&%&'ﬁ:m [M.]{‘tnrw /ur/‘.-}!-& cose VPJ‘. I@(,('{-g,- (. Fﬂm +"’ ""‘x{‘
. Will we require States to fund some portion of the increase for child care? If yes, m{ "Z’(‘_‘j_ &
", . how will we assure that States commit sufficient funds to support the welfare-t0-  yf..- Lo
- “work program? Currently, many States do not draw down what would appear 10 ot ffewed,
: be an adequate level of funding in the title TV-A programs, presumably because ./, Hely epl ; g
- they cannot come up with matching funds, among other reasons. In addition, oty ok st
failure to provide child care for a potcntlal JOBS participant has a positive, not a /m&.& “ :/07‘
negative, effect (the recipient isn’t in the participation rate denominator.) Can we
expect States to "voluntarily” contribute additional funds for child care? An = -
alternatwe mlght be an mcentwe to fund a sufficient level of child care. SM \,14, Wf A,,t
3) Buymg out exlstmg programs - o R : oM‘J Civs, goortiers
_ ‘When Federal expenditures for child care mcreased recently, some States ' - (se Méoufg
" “decreased State expenditures, rather than increase overall funding for low income
" families. Are we willing to invest a substantial amount of resources assuring that
increased fundmg buys more child care, or should we accept the fact that somc

) ‘portion of the increase will buy out exlstmg State fundmg‘? o &f (w«J fo s{u{u
. - T - ' ""’*’%""‘J‘"ﬂ’”&-
4) Equny - N . U Blle: Yol wfehuld core o
. Will any increase in child care fundmg be hmlted to families associated with o fraclt

~welfare or will it be extended to the non-AFDC working poor? leltmg any Cl e fox
_increase to welfare families may threaten the increase. However, increasing

- funding for non-AFDC families will reduce the number of AFDC families who '“‘“”‘I"“* .y
can be mcludcd assumin a limited pot of money. : :
' ' i ' ; ' as nﬁua.’c__

5) Exemptmns .-
If there is neither sufficient fundmg for or supply of infant and toddler care, for
example, should we, as a general policy, not require participation of mothers with
_young children? Should we allow States to make such decisions (therefore
~encouraging States to exempt significant portions of the welfare population)?
Should we make the program sensitive to either individual or community child
.. care needs, or should we follow the suggestion that AFDC recipients should be
expectcd to do as workmg parents often do - makc their own -arrangements. -

ﬂf’w(cf c£v£ Wit ;mf/uw, mlL G&(ﬂc:v( (M
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" ADMINISTRATION

o '7) Flexrblht_v

" 11) Human Capital vs. Work “Porce Attachment

o ;6) Targetmg related | pmgrams -

Other sources of child care or chlld care-hke servrces are avallable (e g, Head g
- :Start). Should we require those programs to mclude a certain percentage of

.. AFDC families? - Should we reqmre AFDC parents to avall themse]ves of such

o servrces, if avallable'? . Lo 5 : o

A

- Should 8llglblllty cntena target populatlon(s) deflmtlons requlrements B
(11censmg/momtonng), etc., be left to States or specified at the Federal level? Are . ..

.. .we willing to accept the fact that there may be some States that do very llttle in oo R
the area ofchrld care‘? ~ ST : \ Lo

o "s) Quallty/Adequacy of Child Care.:_-‘ e

It seems unavoidable that we consader the issue of the adequacy of the care that S
we fund, Should we take a position that increases costs, decreases slots, and limits "
availability of care, or should we leave such decisions to States? Should we set

. minimum requirements and, in effect, establish Federal standards for chr]d care?

Do '---,_,._‘-I'Should we encourage rather than requ1re quallty"

-9) Number of Programs - : : e
: There are currently four ma]or Federal programs whrch pay for child care for low A

~ income families and a number of other programs that provide similar services :
“and/or which overlap these child care programs. Are we willing to take on issues -
) of congressmna] commrttee jurrsdlctron to srmplrfy program admmrstrauon? ‘

_10) Subsrdy Level . - - ._
- What’s an appropnate Chl]d care sub51dy level" Shou]d we allow State’s to deCIde o
- . to spread resources thinly, or should we mandate somethmg about a child care N

N sub31dy brlnglng people up to, say, the poverty leve!‘?

5 GENERAL APPROACH

v

- Is there an analogy between the approach we seem to be takmg wrth the general
“program (work force attachment) and the approach that we should take with child -
 care (as in a market- drlven approach)" Inconsrstency mrght be problematrc"

S N  ' 12) Keep it simple, stuprd

We keep hearmg thrs, and it seems lrke sound advice. . Usmg welfare reform to
~ drive significant changes to the child care "system" may backfire. A better _
~approach might be a separate, concerted effort to satisfy the child care commumty :

- that works in coordmanon with, but apart from welfare reform. -
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§ DEPARTMENT OF HEALTH & HUMAN SERVICES | Office ot the Secratary
Y '
s ] . Waghingion, D.C, 20201
'FAX__Memorandum - ROSEIENIUL S

" December {3, 1993
TO: - Bruce-Réed (Whits House):
Kathi Way (White House)
Mary Jo Bane (HHS/ACF)
Ann Rosewater (HHS/ACF)
Howard Rolston (HHS/ACF)
Jeremy Ben-Ami (HHS/ACF)

FROM:  John Wolff (HHS/ASPE)
SURIECT:  Child Care Draft Legislative Specifications

Attached are the draft legislative specifications for the child care section of the welfare reform
proposal. This paper will be used for tomorrow’s discussion, which is scheduled for the Aerospace
building, room 600,

If you have any questions, please contact me at 690-7507.

CC: David Ellwood (HHS/ASPE)
Wendell Primus (HHS/ASPE)
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3. Maintain and gradually expand the €¢hild Care and
Development Blook Grant. 8tates will have considerably more
flexibility in the use of CCDBG dellars for quality and supply
building. States would not be permitted to use CCDBG funds to pay
for care guaranteed under the AFDC child care and TCC programg.
Efforts will be made t¢ ensure greater consistency across
programs in such areas &s standards, sliding fee scales and
payment rates along with more coordinated plannlnq, reporting and
program administration.

ISSUES AND DISCUSSION

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

1. Definitien of the ¢hild care guarantee

E Issues:

o How do the periods covered in current law fit with the
transitional assistance/JOBS and WORK periocds suggested in the
overall welfare plan? (For example, would ch begin after JOBS or
after WORK?)

o How do we ensure that the states actﬁally make child care
available to those covered under the child care quarantee?

© What happens when states do not provide adeguate resources
to fulfill the individual chlld care guarantees?

Propesal: Individuals will be entitled teo child carae
assiztance under circumstances and for periocds no lesa than those
covered in current law.

Discugsion: Current law states that the State agency must
guarantee child care for children if it is determined necessary
for individuals wheo are working or who are participating in
education and training programs (including, but not limited to

. JOBS program activities), provided the state approves the

adnAatisan Ar Fratninag rrAasram anAd Aatbarminec Fhe Trdtywridval e
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satisfactarily partlclpatlng in the activity.

A family that loses AFDC due to increased hours of, or
income from, empleoyment or because of loss of the earnings
disregard is eligible for the child care transition, provided the
family has received AFDC in at least three of the six months

immediately preceding the month it became ineligible for AFDC and
has a dependent child (or a child who was considered dependent ir
the child were needy). A family is eligible for transitional
child care for twelve months after the last month for which the
family was eligible for AFDC.

The proposal will reaffirm the individual guarantee to child
care assistance as a prerequisite to partieipation and for a
transitional period of at least one year. The proposal is to
ensure that the current guarantees fit with the pericds for
trangitional aasistance and post transitional 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 to encourage states to
provide adeguate rescurces to build supply and provide the
necessary assistance. If this does not occur, we can eéxpect that
states will continue the current practice of using the lack of
child care funding as "good cause® for not participating. This
will become much more of an issue as we require higher levels of
participation, particularly from families with younger children.
We cannot expect people to participate in training, education of
work unless the gquarantee to child care assistance is provided.

2. State Match

Issue: What match rate should be used for child care
assistance? ‘

Proposal:

Option I~ Improve the State match rate for AFDC ¢hild care
and TCC to FMAP plus 8. Bliminate the match for the At-Risk
program. .

\ OR ‘ - _

Option I~ Improve the State match rates for all child care
assistance programs to allew insreased federal assistance



Discussion: Currently, the entitlement programs use FMAP and
the CCDBG has no state match. There appears to be general
consensus in the overall welfare reform package to improve the
state match (e.g.FMAP plus 8). There is less consensus on whether

this should be the match for all child care, or 1f a better match
rate should be used.

Given prior experience, it is clear that the states may not
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invest in child care unless there is a dramatic increase in
federal support. Without such eupport, we run the risk of
wholesale "exemptions" to participation- if parents cannot be
guaranteed child care. 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.

Issue: How can we facilitate the state’s ability to access
federal child care dollars?

_ Proposal- Assure that states can use State Pre~-k, local
dollars and private sector child care funds for low-income
familias to draw down federal child cars resources. Consider
allowing states to submit plans on the use of other funds that

. promote Quality and comprehansive services in child cara to Dbe
used as tha match. :

Discussion: although states are currently able to use state
prek dollars, local and private funds to draw down federal child
care dollars, such an approach has not been encouraged or

- procedures simplified. More than 30 states now have state
preschool programs. Such lnvestments in early childhood programs
should be encouraged.

Furthermore, we should continue to encourage local and
private investments in child care. However, private funds should.
only be used to match federal dollars when the funds will be used
for eligible children without special stipulations made by the
donor. (For example a company could not agree to donate child
care funds only if their employees are guaranteed certain low-
income child care slots from the state).

3. Payment Rates

- Issuve: How should payment rates be established? How can we
balance a parent’s ability to access safe and stable care and the
states ability to guarantee child care?

Proposal: Payments for child care would be set at an amount
that is the lesser of thae actual coat of care or at the loeal
market rata (as determined in accordance with regulations
established by the Secretary). States would be allowed FFP if

they reimburse above the local market rate to secure gquality
cavra.

‘ The following options should be considered to ansure
adeguate payment rates:
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o Include a provision that states could not lower
current rates to contrel cests.

o Include a provision which éays that within two yaars of
‘enactment, ftates would not be allowed to establish a statewide .
limit on payment which ia legs than the local market rate.

Discuggsion: Currently, rates are established as follows:

The IVA proqram allows states to make payment for the cost of
care in an amount that is lesser of:

o the actual cost of care, and

o the dollar amount ¢f the dlaraqard (currently
$175/month, $200/month for children under age 2) or a higher _
apount established by the state.

However, FFP is not available for c¢hild carxe costs which
are greater than the applicable local market rate (as determined
by the SEcretary-—currently sat at the 75th percentile of local
market rate).

The At Risk program follows the same rhleé; except it does
not mandate that the payment can be set at the disregard rate.

The CCDBG program states that payment rates must be
sufficient to ensure equal acceas for eligible children to
comparable child care services in the state or substate to
children whose parents are not eligible.

Our appreoach 1s to encourage states to set consistent rates
across the varioue child care programs in erder to ensure that
all low~income parents have equal access to the same type of
care, regardless of the funding stream. Furthermore, we hope to
strike a balance between the needs of parents for decent care,
and the limited resources available in states. -

Although our current pelicies 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 children. This is particularly
gignificant since these are the same children who are eligible
for Head Start, and therefore are in need of gservices that
promote school readineas.
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Currently we have very little firm data on what the states
are actually paying (as a percentage of the market). However,
during recent program reviews, most states indicated that they
are paying at the 75th percentile, however ACF staff question the
reliability of this data and suspect that rates are lower.

- We do know that most states are reimbursing care above the
disregard level and have made progress in moving towards the 75th
percentile. However, all states have not reached this goal.
Furthermore, the pending welfare reform proposals could have the
effect of significantly lowering rates (and affecting parental
access to adequate care) if statewide limits are lowared.

4, Payment Mechanisn

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

Proposal: states ¢ould continue to use the diaregard as a
mechanism for payment, however, parents would be offered a sacond
opticn ard would have access to the same level of assistance as
provided under other methods of payment.

Discussion: According to current law, a state agency may:

o Provide care directly,

o Arrange for care through providers by
purchase of service contracts or vouchers,

o provide cash or vouchers in advance to the
families, .

¢ reimburse a family, or '

© adopt other arrangements the agency
deens appropriate. (This would include the disregard)

As part of the provision that allows states to make other
arrangements it deems appropriate, most states use the disregard
as a method of payment. Some states use the disregard as the sole
methed of providing care for AFDC families who are working.

There is considerable question as to whether this allows AFDC
working families equal access to care that they would have
received through direct assistance.

4. Eligibility for the At Risk Program

Issue: Should low-income parents in training or education be
eliglhle for the At-Risk Program?

Proposal: sStates can allow low-~income ﬁarents in training or

6
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in education to be eligible for the At-Risk prcgh;n if the states
determine that such assistance will reduce the likelihood of
bacoming eligible for AFDC.

Discnssion: Current law restricts the At-Risk program to
working parents. If we are trying to encourage people to pursue
continued education and trying to avoid welfare, we need to
ensure that child ¢are is provided. Furthermore, under the
current system, when working parents are involved in training,
the state must use two different funding sources to cover child
care. For example, a state may use At-Risk child care to cover
the work houre, but would have to find a second source (perhaps
CCDBG) to cover the hours in training. This causes an undue
burden onh the states.

5. Linkages to Head Start and other programs

Issue: How can we ensure linkages between child care and Head
Start and other early childhood programs?

Proposal: Add a provision to encourage states tc use a
portion of their title IVeA child care funds to provide contracts
and grants to purchase extended day services and to guarantaee
continuity of care for children during the program year.

Digcussion: Over the past few years ACF has attempted to
encourage "wrap around” policies which promote the use of IVA and
TCC child care for families using Head Start and other programs.
Many programs have been dlscouraged from accessing these funds
due to policies that restrict reimbursement to attendance, do not
allow continuity of c¢are as parents go in an out of programs or
in and out of job search, and limit reimbursement rates.

6. Standards ' ' , | _ -

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

Propasal: Child cara provided under the IV-A programns must
meet the health and safety requirements estahl;shed in cCDBG. In
addition, consideration should bae given to requiring parents with
children undexr six to show evidepce to the provider that their
¢hild i3 immunized.

Discussipn: Currently, the IV-A programs will reimburse
States only for those programs that meet applicable standards of
State and local law. The States’ application of any
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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 control of infectipus diseases
(including immunizations)

e building and physical premises safety: and

o minimum health and safety training approprlate to the
provider getting.

We propose to require states to extend the health and safety
provisions in CCDBG to IV~A child care. This is particularly
important since children in familiegs receiving public assistance
may be in the most need for health and safety protections. In
addition, consideration should ke given to the proposal that all
child care providers require up~-to-date immunizations for
children under age 6. Such a requirement is a basic public health
protection long recognized by public schools for scheol age
children.

. Enhancing licens onitoring and er prograp improvements

Issue: How can we encourage better licensing, monitoring and
other program improvenents? .

Proposals: Reauthorige the licensing, monitoring and
improvement grants at $25 million for FY 95, growing to $50
million by 1%9%. Consider allowing a federal mateh for
sdministrative costs inecurred for licensing, monitering,
recruitment and training.

' Discussion: There are few if any incentives for states to
improve licensing, monitoring and other aspects of title IV-A
child care. Although there is a discretionary grant progranm
authorlzed at $50 millien, the $13 million that was spent on this.
progranm in 1991 (and strongly supported by the states) was
eliminated in 1992. Furthermore, states are currently not
allowed a federal match for expenses for licensing, mon;torinq
and recruitment and training.

8. Coordinated planning, administration and reporting

Issue: How can we premote coordinated planning, administration
and reporting across prograns?
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Proposal: Allow states to select a lead agency that ocan
administer all child care funding streams; ragquire cone state plan
across programs and facilitate consistent reporting and
automation.

Riscussion: Currently there is little consistency in planning,
reporting and administration acrosg child care programs in many
states, although States are encouraged to coordinate programs and
describe how they coordinate. The CCDBG and IV-A programs require
plans and reporting. However, the requirement for a IV-A State
c¢hild care plan is established by requlation and is currently
tied to the JOBS plan. Furthermore, although the State can choose
the lead agency for CCDBG, it must use the welfare agency to
administer IV~-A child care. Such inconsistency across programs
does litte to encourage a coordinated system.

9, Demonstrations

Icgues wWhat type of demonstrations could help improve seérvices
and inform future policy decisions?

~ Proposal: Establish demonstration programs that would
encourage states to improve and expand the quality of infant care
and wvould provide support for HHB te¢ launch other projects to
help improve and coordinate child care services.

Discuission: Currently there are ne resources and limited
progran capacity for HHS to fund programs ¢f national
significance, evaluation or technical assistance through the
title IVA c¢hild care programs. As ¢child care continues to grow,
the importance of promoting assessment and demonstration to
inprove the child care system and to inform policy becomes
‘particularly important,

10. Other important issues for congideration

e Should a refundable tax credit be part of an overall child
care package?

o Should performance measures be established for child care?
Should bketter match rates be tied to performance measures?



