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The Financing of Child
Care: Current and
Emerging Trends

Louise Stoney
Mark H. Greenberg

Editors’ Note

Early care and education services in the UnitedeStare financed by a complex mix
of public and private funds totaling about $40ibill annually. In this article, the
authors describe the principal sources of fundargchild care and conclude that par-
ents pay the primary share, followed by funds fribva federal government and those
state expenditures that are required to match tdanding. The authors detail a
fragmented and underfunded system of finance thtitd product of unresolved con-
flicts between child care policy and early educatmolicy, and between tax policy and
expenditure policy. The policy conflicts and inscifnt resources create fragmenta-
tion in service delivery and inequities in allocatiof subsidies.

Federal welfare reform will affect many federalldhéare funding streams. Therefore,
welfare and accompanying reforms can potentiabphe some of the fragmentation,
but the authors conclude that the eventual effethese reforms will depend on the
policy choices made concerning keyissues, inclgdvhether funds for child care will
be open-ended and/or an entitlement, whether steteches for funding will be
required, and which services will be provided fdrieth families with flexible block
grant dollars.

While block grants coupled with increased fundinigim help solve some of the frag-
mentation issues in the delivery of child care ®ey true resolution of the problems
will depend upon additional change that addresseteuying policy conflicts. Are
public dollars to be used to support work forcetggration by parents, to promote
child development, or both? How do the ways in Wwhisubsidies are provided
(through the tax system to individuals or as expturds for programs and services)
influence our ability to reach policy goals? Thelears urge that tax policyand expen-
diture policy be integrated, and that child carel aarly education policy goals be
considered together.
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care arrangements. Public funding may be fedetiatk sor local and may
be in the form of tax relief, vouchers or reimbungnts to families, con-
tractual arrangements with providers, or directysion of services. This
article describes the principal sources of pubhd grivate funding for
child care, highlights some of the keyissues tasyfrom the current frag-
mented funding approach, and suggests some possinlsequences if
pending federal legislation restructuring severgbl funding programs is
enacted.

It is impossible to quantify the amount of publicdaprivate funding
expended on child care and early education each ieapart, this is
because of difficulties in determining what shobll counted in the calcu-
lation. Also in part, it is because data are ngutarly or consistentlyreport-
ed in some of the categories that ought to be gfdahte calculation. In part,
it is because some of the reporting likely resuitglouble-counting (for
example, parent fees for which a tax deductioss jprovided) . With these
caveats, however, it appears that total public pnhte funding expended
on child care and early education may reach or ex&10 billion annual-
ly. This includes funds for a diverse range of &y supported by contri-
butions from families; federal, state, and localgmments; and the private
sector. It appears that most child care and edtygation expenditures are
borne by families, most governmental expenditureserne by the feder-
al government, and the majority of federal expeudis are for two pro-
grams (Head Start and the Child and Dependent Jane Credit
[CDCTC]) that are only occasionally considered iscdssions of funding
for child care.

Government policyin relation to child care andlgaducation isincon-
sistent and fragmented, with troubling consequen(@®=e also the article
by Cohen in this journal issue.) Among familiessmilar economic cir-
cumstances, some receive government subsidiesthredsado not. When a
family enters the subsidy system, assistance nrayiteite long before the
need for child care ends. Different funding streampsrate with varying
standards and rules, so child care providers thesdtrthe health and safety
standards applicable to one subsidy may not meestdndards of another.
At the same time, the variation in standards ampragrams impairs the
ability of government to use standards for publiglyded care as a means
to affect the overall quality of child care.

Pending federal legislation would make significantnges in the fed-
eral and state roles in funding child care. At tmee this article was com-
pleted, it was unclear whether Congress and thééMhouse would agree
on welfare legislation in 1996. The welfare legisla passed by Congress,
and vetoed by President Bill Clinton in January@,9%ntained substantial
changes affecting four of the principal federalld¢hiare programs: the
Child Care and Development Block Grant, the At-Ri$kld Care Program,
AFDC Child Care, and Transitional Child Care. Ire thelfare debates, there
has been considerable controversy about the praplesel of child care
spending, but far less dispute about the basictral changes in child
care under consideration. The last section ofdhtigle discusses the key
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changes under consideration and notes how suchgelsanould (and

would not) affect the federal role and the levefragmentation in child

care. The newly proposed work requirements for li@asireceiving assis-
tance would likely impose considerable stress om litnited available fed-
eral funding because a large share of the feddtallged resources would
need to be directed to meeting federal work parditon rates. Although
the proposed legislation would allow some additiolharmonization

among the four affected funding streams, it wouddehonly a modest effect
on the type of system fragmentation described here.

The Amounts Spenl‘ on lenges, by making some generalizations in

: language and approach, it is possible to
Child C_are and Equy paint a broad picture of how child care and
Education early education services are financed in the

Estimating the amount of money spent otJnited States.

child care and early education can be diffi-

cult because it requires both a careful defifamilies as Payers

ition of which services and activities are sub-amilies bear the brunt of the burden of pay-
sumed in the discussion and the availabilityg for child care. According to the Census
of good data. In her article in this journaBureau, total consumer expenditures for
issue, Sandra Hofferth identifies child carehild care before taxes were estimated as
centers, nursery schools, Head Start, pubi%23.6 billion in 1992 Researchers have esti-
prekindergarten programs, family childmated that, in 1990, consumer expenditures
care, in-home providers, and relatives. Imepresented about 70% to 75% of all expen-
considering the array of public and privatelitures for child care, with the balance
expenditures, it is also helpful to broaden

the discussion to include funds made ava

able to support school-age child care prdcamilies bear the brunt of the burden of

grams (including recreation programs ampayi ng for child care total consumer
summer camps) and to consider funds fc ’

services that are often defined as earlyinteexpendlture’S for child care before taxes
vention, such as special care and educatiwere etimated as $23.6 billion in 1991.
programs for preschoolage children witf
disabilities!

derived largely from public subsidiés.

Even with a clear definition, however, theThere has been a notable increase in gov-
availability and quality of the data concernernment spending since 1990. It is not
ing expenditures for these services are vekpown whether the expansion of govern-
uneven. The public and private entitiesnent spending resulted in some substitution
inwlved in financing early childhood pro-of governmental for parental expenditures.
grams often operate in isolation from onélowever, even if one assumes substantial
another, view early childhood services irsubstitution, one would still conclude that
very different ways, and report data differthe parental stake represents the majority of
ently. Some do not collect data at all ototal expenditures.
group expenditures only into broad cate-
gories. Data are sometimes reported for the Child care expenditures vary across fam-
calendar year, federal fiscal year, or state fities. Some families incur no child care
cal year. Further, the language used tcosts, either because theyare able to obtain
describe the contributions made bythe vardare without charge or because a govern-
ous sectors varies. For example, local schowlent subsidy coversiits full cost. As reported
districts do not typically view the supportin the article by Hofferth in this journal
they provide to preschool education oissue, in 1993, employed mothers with chil-
school-age child care as subsidy, even dren younger than five years of age report-
though this support helps reduce child cared spending, on average, $79 per week for
costs paid by families. Despite these chathild care; but this amount varies widely,
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depending upon the child’s age, the locdased subsidiesAbout onefourth of govern-
tion of the program, and the type of care. Iment support for child care comes in the
New York State, for example, a family with aform of tax-based subsidies, which primarily
fouryear-old child living in a rural area andbenefit middle- and upperincome families.
using a family child care home could pay ashe remaining three-quarters of gowern-
little as $60 per week, but a family with ament support comes in the form of expendi-
ninesmonth-old enrolled in a New York Cityture-based subsidies, which are largely target-
child care center could pay more than $24€d to low- and moderateincome families.
per week (both for fulltime care). The federal government provides a modest
additional amount of support for child care
The percentage of family income conin its role as an employer.
sumed by child care costs also varies widely.
In 1991, among women making child cardax-Based Subsidies
payments, women in families that were irffax-based subsidies for child care take the
poverty expended 27% of their monthlfform of tax credits, tax deductions for
income on child care, but those in familieemployers, and arrangements that allow
that were not in poverty expended 7% oémployees to use pretax dollars to pay for
their monthly income on child cafg.See child care. In general, these subsidies are
also the article by Hofferth in this journaldesigned either to help individuals cover the
issue.) Even families that have relatives toosts of child care or to encourage employ-
care for their children incur child care cost®rs to address the child care needs of their
In 1990, one out of three employed mothemmployees. Tax credits can be either refund-
who reported that they rely on relatives aable or nonrefundable, but the largest tax-
their primary child care arrangement paidased subsidy for child care, the Child and
their relatives for the care of their children.Dependent Care Tax Credit (CDCTC), is a
nonrefundable credit. This means that fam-
Government as Payer lies can never recover more in credit than
Federal, state, and local governments eaethat they actually owe in taxes. Families that
contribute to the cost of child care and earlyave not earned enough to pay taxes but
education. The federal contribution can baewertheless have child care expenses can-
guantified most easily because data fromot benefit from the credit.

m Federal Tax-Based Subsidigghe estimated
About onefourth of government support for ~ revenue loss associated with the CDCTC was

child care comesin the form of taxbbasd $2.8 billion in federal Fiscal Year 199%n

. . . . . . amount exceeding the combined federal
subsdies, which prlmarlly benefit middle- spending for the four programs (Child Care

and upperincome families and Development Block Grant, AFDC Child

Care, Transitional Child Care, and At-Risk
Child Care) that are often identified in dis-

existing reporting are available to identificussions of the federal role in child care

annual expenditures for most of the relevardssistancé.

programs. State expendituresthat qualify for

federal match are also not difficult to deter- Taxpayers using the CDCTC may receive

mine, though estimates are necessary foraacredit of up to 30% of the first $2,400 of

range of other state programs. The role dfie cost of caring for a child under the age

local government is most difficult to quanti-of 13 or an incapacitated dependent or

fy;, it is clear that some local governmentspouse. A family with two or more qualify-

make significant ongoing contributions toing children or dependents may receive a

the cost of child care for their residents, budredit of up to 30% of the first $4,800 of its

it has been difficult to locate any compreeosts. The maximum credit is $720 for one

hensive survey or other instrument fronthild and $1,440 for two or more children.

which to estimate the aggregate local role.The percentage of the credit declines as
family income increases.

In considering the role of each level of
government, it ishelpful to drawa distinction Current tax expenditures for the
between taxbased subsidieand expenditure- CDCTC are significantly lower than compa-
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rable lewvels for 1988, when the cost of th&994, the estimated revenue loss from DCAP
CDCTC was $3.8 billior?. The Family participation was $675 millioft
Support Act of 1988, among other changes,
modified the law to provide that a taxpayer The DCAP is not a tax credit; rather, it
would not be eligible for the CDCTC unlesgeduces taxable income. As a result, it pro-
the tax return included the name, addresgdes its greatest benefits to families in the
and taxpayer identification number of thehighest tax brackets. Moreower, unlike the
dependent care provider. In apparen€DCTC, it does not phase out as taxable
response, the number of returns claimintpcome increases. Accordingly, one would
the CDCTC dropped from 9 million in 1988anticipate that the benefits of DCAP pro-
to 6 million in 1989 and was projected to bgrams would be even more sharply tilted
6.1 million for 1994 toward middle- and upperincome families
than are the benefits of the CDCTC, but no
By design, lowincome families candata are available on distribution of DCAP
receive a higher percentage credit than cadrenefits.
higherincome families. In practice, howev-
er, the benefits of the CDCTC are primarilw State Tax-Based Subsidils addition to the
received by middle- and upperdincome taxax subsidies provided bythe federal govern-
payers.Because the provision allows onlynent, many states provide tax-based subsi-
for a reduction in tax liability, it provides dies. A 1994 report indicated that 22 states
no assistance to lowerincome taxpayernd the District of Columbia currently offer
who owe no federal income tax and onlg tax subsidyfor familiesincurring child care
limited assistance to those whose otherwiseests!2 The total value of these state tax
allowablechild care credit exceeds their taxbenefits is not available but has been esti-
liability. In other words, if a family has spentmated in the range of 5% to 10% of the total
$2,000 on child care over the year but hasfaderal tax-based subsidy (CDCTC and
tax liability of only $500, it can receive a credDCAP) 13which would translate to $175 mil-
it of at most $500, even if it would otherwisdion to $350 million for 1994.
be eligible for a larger child care tax credit.
According to preliminary data from 1994, In addition, 14 states have established an
only about 14% of the benefits of theEmployer Tax Credit4 which typically
CDCTC went to families with adjusted grosallows an employer to claim a corporate tax
incomes of less than $20,000, nearly hatiredit of up to 50% of the cost of an employ-
(47%) of the benefits were provided to famee child care benefit. Unfortunately, these
ilies with adjusted gross incomes betweetax credits appear not to have stimulated
$20,000 and $50,000, and about 39% of thrauch employer involvement in early child-
benefits were received by families withhood services. As a result, they have pro-
adjusted gross incomes in excess afuced minimal revenue loss for the states
$50,000t0 that have established them. A study by the

A second federal tax provision also pro o
vides significant support for private childA 1994 report indicated that 22 sates and

care arrangements. Under an employethe Disrict of Columbia currently offer a
established Dependent Care Assistance Pl

(DCAP), the Internal Revenue Code pel@X subsdy for familiesincurring child
mits an employee to use up to $5,000 peCare CogsS.

year ($2,500 for a married individual filing
separately) in pretax earnings for child care,
shielded from income and Social SecuritZhild Care Action Campaign found that, in
taxes. If an employer participates in such 2989, fewer than 1% of eligible employers
plan, the employee’s pay is reduced by thactually took advantage of the availability of
amount designated by the employee (up ®mployer credit& Employers who do not
the cap), and the employee receives reimse tax credits or who reside in states that
bursement for allowable dependent carkave not established them may still deduct
costs (up to the amount designated). Thexpenditures for child care programs asrea-
employer also saves its share of Socigbnable and necessary business expenses,
Securitytaxes on funds placed in a DCAP. Ibut there are no available data to estimate

87



THE FUTURE OF CHILDREN - SUMMER/FALL 1996

the revenue loss associated with these Finally some funding streamsare capped

deductions. at a particular level each year, while others
provide open-ended funding. When a fund-
Expenditure-Based Subsidies ing stream is open ended, the federal gow

Expenditure-based subsidies are those invoernment has an ongoing dutyto match qual-
ing direct government spending on childfying expenditures, even if expenditures

care programs and services rather than fdncrease beyond anticipated amounts. In a
gone tax revenue. In contrast with tax-basechpped funding stream, federal funding is

subsidies, most federal expenditure-basdinited to a specific allocation regardless of

subsidies are designed to serve children frothe demand for services.

lowincome families, including those that

receive Aid to Families with Dependentm Federal Expenditure-Based Subsidies.

Children (AFDC or *welfare”). The funding Athough manyfederal funding streams may
be used to support child care and early edu-
cation, most of the federal funds expended

Mog of the federal funds expended for child for child care and early education in 1995

. . were attributable to the following six pro-
Car? and early e_ducatl on in 1995 were grams, which are described in Table 1:
attributable to 9x programs

m Head Start is a federally funded program
subject to a 20% local match (which may be
programs differ from one another in soménkind or waived) primarily targeted at low
significant ways: (1) whether states aréncome familieswith three-and fouryear-old
required to provide assistance to all eligiblehildren. Head Start programs include child
families or individuals (an “individual entitle- development, early education, social, health,
ment”), (2) whether the funding programsand nutrition services and are typically part-
require state contribution of funds to dravday and partyear. Federal funding for Head
down some or all federal dollars available t&tart in FY 1995 was $3.5 billion, the largest
a state, and (3) whether federal funding Bmount for any single tax- or expenditure-
available to states on an open-ended dwased child care/ early education program.
capped basis. (See Table 1 for a listing of key
federal funding streams for child care and The Child and Adult Care Food Program
early education services.) (CACFP) provides open-ended federal fund-
ing for reimbursing costs of meals, snacks,

Some funding streams provide what isnd nutrition education in licensed child
called an individual entitlement to servicescare centers, family and group day care
For those funding streams, states have a ledjgdmes, and Head Start centers. Eligible
responsibilityto provide child care assistancproviders are public and private nonprofits
for qualifying individuals or families. Where and, in some circumstances, for-profit
there is no individual entitlement, a stat@rovidersi® In FY 1995, federal funding for
may, but has no responsibility to, providehe CACFP reached $1.6 billion; 98% of the
assistance to any eligible family. expenditures were for children, the remain-

der being for adult day care centers.

Some federal child care and early edu-
cation programs require states to corm The Child Care and Development Block
tribute their own dollars to draw down fed-Grant (CCDBG) provides a block grant of
eral funds. The required level of statdederal funds to states with no requirement
match ishased on a formula (known as thdor state match. CCDBG funds may be used
“Medicaid match rate”) under which afor child care services for lowdincome fami-
state’s match rate varies with state per capities (defined as having incomes at or below
income. The wealthiest states have a matdb% of the state median income) and for
rate of 50% (one dollar from the state igctivities to improve the quality and supply
matched byone dollar from the federal gowf child care. Federal funding for CCDBG
ernment); a poor state’s match rate may beas $935 million in FY1995.
as low as 20% (one dollar from the state is
matched by four dollars from the federam AFDC Child Care provides states with an
government). open-ended federal funding stream, subject
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Federal Child Care Funding Streams: Federal FY 1995

Funding Level/Expenditures

Current Funding Open-Ended
Stream or Capped
Federal Share Non-Federal Share
Head Start Capped $3.5 billion 20% match from
local grantee;
may be in-kind
(or waived)
Child and Adult Care Open-ended $1.6 billion None required
Food Program (CACFP)
Child Care and Capped $935 million None required
Development Block
Grant (CCDBG)
AFDC/JOBS Child Care Open-ended $666 million State match required
at FMAP* level (varies
from 22% to 50%)
At-Risk Child Care Capped $357 million State match required
(ARCC) at FMAP* level (varies
from 22% to 50%)
Transitional Child Care Open-ended $199 million State match required
acoe at FMAP* level (varies
from 22% to 50%)
Social Services Block Capped $2.8 billion for all; None required
Grant (SSBG) amount for child
care unknown
Individuals with Capped $316 million for all State and local
Disabilities Education Act services (amount for expenditures
(IDEA), Part H early childhood care significant but
and education unknown
unknown)
IDEA, Part B Capped $2.3 billion (amount for State and local
early childhood care expenditures
and education significant but
unknown) unknown
IDEA, Section 619 Capped $360 million in FY 1993 Unknown
for all services (amount
for early childhood
care and education
unknown)
Improving America's Capped $6.7 billion for all Unknown
Schools Act, Title | services (amount for
early childhood care
and education
unknown)
Improving America's Capped $102 million for alll Unknown

Schools Act: Even Start

services (amount for
early childhood care
and education
unknown)

Sources: Heekin, S., and Tollerton, D. Section 619 profile. Chapel Hill, NC: National Early Childhood Technical Assistance System, 1994;
Spar, K. Child care in the 104th Congress: Issues and legislation. Washington, DC: Congressional Research Service, December 22, 1995;
U.S. Department of Health and Human Services. Unpublished data, 1996 (on file with the authors); U.S. Department of Education.
Unpublished data, 1996 (on file with the authors). *FMAP = Federal Medical Assistance Percentage.
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to a state match requirement, to paythe cdsecame available to the states under the
of child care for families receiving AFDC Family Support Act of 1988 and the 1990
assistance and working or participating in £hild Care and Dewvelopment Block Grant.
work or training program. AFDC Child CareBecause more recent data are not available,
is an entitlement for individuals: states havé is not possible to know how current SSBG
a legal responsibility to provide child careutilization patterns compare with the limited
assistance for qualifying families. Federal990 data.
funding was $666 million in FY1995.

Two additional federal programs are not
m The At-Risk Child Care Program providegypically included in discussions of funding
a limited amount of federal funding tofor child care and early education but are
states, subject to state match, to provideotentially significant sources of funding:
child care assistance for working poor famihe Individuals with Disabilities Education
lies whom the state considers at risk ofct (IDEA) and Title | of the Improving
receiving AFDC unless such assistance is prAmerica’s Schools Act (formerly called
vided. The annual capped amount for th€hapter 1).

The IDEA established an entitlement to

In 1994, dates gpent $724 million for the special education services for children ages 3
required match for AFDC Child Care through 21 with disabilities, and authorized

. . . ’ three primary grant programs to assist states
AtRisk Child Care, and Trandtional P ygran® brog

in serving them: State Grants (Part B) may
Child Care be used for children with disabilities ages 3
through 21; Preschool Grants (Section 619)
are specifically targeted to children ages 3
program is $300 million; federal funding waghrough 5; and Grants for Infants and
$357 million in FY1995 (because fundswer§oddlers (Part H) may be used to develop
carried over from a prior year). and implement a comprehensive statewide
system of early intervention services for chil-
m The Transitional Child Care (TCC)dren under age 3 and their families. Slowy,
Program is an open-ended federal fundinthese services are becoming part of the
stream available to states, subject to stateainstream child care and early education
match, to paythe cost of child care for up teystem'’ In FY 1995, total federal funding
one year for qualifying families that have leffor infants and toddlers (Part H) was $316
AFDC due to employment. TCC is an entimillion, while total federal funding for
tlement for qualified families. Federal fundpreschoolers (Section 619) was $360 mil-
ing for TCC was $199 million in FY1995. lion, although the percentages of these
totals used for child care are unknown.
In addition to these six programs,
Title XX or the Social Services Block Grant  School districts may also use federal
(SSBG) is a significant federal source oTitle | fundsto support preschool education
child care funding in some, but not alland school-age child care programs. Title I,
states. SSBG provides a block grant to statPart A grants are made available to local
without a state match requirement; in F¥chool districts serving a high percentage of
1995, federal funding for SSBG was $2.8 bilowdincome families to support services for
lion. A state’s SSBG allocation may be usetkeducationally disadvantaged” children.
for a broad array of social servicesProviding support to preschool and school-
Unfortunately, there are at best very limitechge child care programs is an allowable use
data regarding how states use their SSB& these funds. Although the total Title |
funds or what percentage they spend ofunding lewvel is substantial (almost $6.7 bil-
child care. Data from 23 states concerninlipn in 1995), fewer than 2% of children
their 1990 SSBG expenditures indicate thaerved with these funds are of preschool age,
they spent 16% of their SSBG funds on chilénd the amount expended for preschool or
care? Child care adwocates have raised corsehool-age child care activties is unknown.
cerns, however, that some states significantly addition, Title I, Part B grants (the Even
reduced their use of SSBG funds for childtart Program) are made available to schools
care when new federal child care fund® provide a variety of services, including
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child care, to educationally disadvantagedupport state-sponsored child care and early
one-to seven+year-old children and their paeducation initiatives. Aithough the amounts
ents. Again, the percentage of Even Starequired to match federal funds are readily
funds used for early childhood education iascertainable, it is more difficult to quantify
unavailable, but is estimated to be small. the second category of state expenditures.

Federal expenditure-based support for In 1994, states spent $724 million for the
child care and early education is not limitedequired match for AFDC Child Care, At-
to the funding programs mentioned; sever&isk Child Care, and Transitional Child
smaller funding streams exist that may b€are?!® States also make significant invest-
used to support these services. In fact, a 198%ents in part-day, partyear preschool pro-
General Accounting Office (GAO) reportgrams, primarily for fouryear-old children.
identified more than 90 federal early childin 1991-92, some 32 states with aggregate
hood programs in 11 federal agencies angtate investments in preschool programs
20 officest® However, although child carereaching approximately $665 million served
and early education may be an allowablalmost 290,000 childre#.2
expenditure under manyfunding programs,
the vast bulk of federal expenditures (other Some state governments have also devel-
than tax expenditures) is clearly in six proeped subsidy programs to help lowdincome
grams (Head Start, the Child and Adulfamilies pay for child care. These initiatives
Care Food Program, the Child Care anthayalso address specific needs, such as child
Development Block Grant, AFDC Child care services for teen parents, families par-
Care, AtRisk Child Care, and Transitionaticipating in substance-abuse programs or
Child Care) plus the Social Services Blockhat are homeless, campus-based child care
Grant. In the GAO’s analysis, 34 “key’ earlyprograms, or school-age child care pro-
childhood programs were identified, butgrams. States typically garner resources for
80% of the federal funding attributable tathese initiatives from a range of federal and
early childhood in this set of programs wastate sources, making it difficult to quantify
concentrated in the six programs alreadye precise amount of funds expended by
noted, plus the SSBG. states alone. Data contained in a Children’s

Defense Fund survey suggest that states
m State ExpenditureBased Subsidi€&ate spenta total of$1.2 billion on such initiatives
expenditure-based support for child caren FY1990; however, based on the manner
and early education programs falls into twin which data were reported, it isimpossible
general categories: state matching fundsthet be certain how much of this figure may
must be contributed as a condition of dravirave represented state expenditures of fed-
ing down federal funds and state funds tharal fund$223
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State funds also support initiatives tqreschool programs in the city schools dur-
increase the quality and supply of childng the 1993-94 school ye4r.
care programs, including start-up and
training funds, licensing and monitoring Other locales may use generic federal
efforts, or accreditation initiatives. Data areand state funds, such as Community
not available on the total amount of stat®evelopment Block Grant (CDBG),
fundsinvested in these initiatives, althougiCommunity Services Block Grant (CSBG),
much may have been derived from federand Job Training Partnership Act (JTPA)
funds. funds to support child care. Dallas and
Minneapolis, for example, spend approxi-
In considering the state role, it isimpormately half a million dollars each in CDBG
tant to appreciate the enormous variation ifunds for local child care subsidy prograths.
funding levels across states. In 1990, state
expenditures for child care and early educa- Special education and early intervention
tion ranged from $0.24 to $152 per childservices for young children with disabilities
under age 12 Two-thirds of all state expen-are supported by local funds in at least 26
ditures for state prekindergarten initiativestate$® and local governments have also
in 1991-92 were concentrated in just fivgaid for building or renovating child care
state g0 facilities. The Housing and Redewelopment
Authority in Sacramento, California, for
m Local ExpenditureBased Subsidigsocal example, used $2.48 million in tax incre-
support for the child care and early educanent and CDBG funds to support the con-
tion system is significant in some communistruction of various child care facilities in
ties, especially when the contributiondowincome area®
made by local school districts and recre-
ation departments are considered. But Before- and afterschool child care pro-
comprehensive information on the amoungrams are often located on school grounds
and operated by the school district or a
community-based agency. Athough most

In 1990, date expendituresfor child care families that use these programs pay fees

and early education ranged from $0.24 to (80%), more than one-third of the pro-
) grams receive free or reduced rent and

$152 per child under age 14. other donations or inkind servic&sin
some communities, local recreation depart-
ments administer or fund before- and after-
of local funds expended to support earlgchool child care or recreation programs
childhood services is not available. Locahnd summer camps, and a few are inwlved
city and county government contributionsn sponsoring full-day child care programs as
often constitute the matching funds necegell. Estimates of national totals for these
sary to draw down federal and state apprtypes of programs are not available.
priations; in 1992, 11 states required local
governments to provide a part of thé&sovernment as an Employer
required state match to draw down federah 1988, the Bureau of Labor Statistics
child care funding4 reported that 26.4% of government estab-
lishments provided some form of child care
In addition, local government expendibenefit or service to employe¥sThese ser-
tures may include special programs or sevices range from sponsoring an on-or near-
vices that are supported by local tax lewgite child care center or providing assistance
funds. For example, in FY 1993, the Districirth child care expenses to providing child
of Columbia spent more than $18 million incare resource and referral or other counsel-
district funds to support its system of subsing services. A 1989 survey on the imple-
dized child care centersand hordead in  mentation of work/ family policies in state
FY 1994, the New York City Department ofgovernment indicated, howewer, that gow-
Human Resources contributed more thaarnment activity in this area has focused
$137 million in city tax lew funds to help largely on reevaluating policies regarding
support its subsidized child care systerflexible work schedules, such as flextime and
and more than $146 milion to supporpermanent part time, to ensure that they
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meet the needs of employees with familiesommunities across the country. Chief
or on establishing pretax dependent cammong these is United Way, a network of
assistance plans for their employé®es. local organizations that employ community-
wide campaigns to raise funds to support
The U.S. General Services Administocal human service agencies. A 1994 survey
tration (GSA), along with 29 state governeonducted by United Way of America found
ments and a number of local governmentthat nearly $193 milion—or 8.8% of the
has helped to dewvelop work site child caréotal dollars distributed by United Way—was
centers. GSA has sponsored a network afvarded to child care prograftsUnlike
more than 100 child care centerslocated asther private-sector contributions, United
or near federal work sites. Roughly 15% oWay funds are often used for general oper-
the families that use these programs receieging support to specific child care programs
some form of subsidy from the centerthat serve large numbers of lowincome fam-
Although some of the state workplace initiadies. In addition, United Way funds some-
tives are extensive (New York State, fotimessupportthe local child care system, for
example, has 55 work site centers and a hasistance, by creating a communitywide
of other child care initiatives for statescholarship program for lowincome fami-
employees), most are very small. A 199festhat do not receive government subsidies
study found that most states had established as local match to help draw down funds
onlyone or two centepds3 from the state or federal government.

The Private Sector as Payer Private foundations provide support to
Contributions from the private sector probthe child care and early education system as
ably represent less than 1% of the totalell. In the Foundation Grants Index cowver-
expenditures for child care and early edung the 1993 or late 1992 fiscal years, 174
cation services in a given year. Howevefpundations reported that they awarded 383
this support can be very significant forgrants for the primary purpose of child care;
some early childhood programs and sominese awards totaled almost $18 millign.

communities. Most foundations do not provide general
operating suppor®but they may offer one-

Employer-Supported Child Care time assistance in starting a new center or

Initiatives network of family child care homes; support

In the past five years, major corporationfor staff training and professional dewelop-
have invested more than $350 million in
child care initiative§4 These funds have pri-

marily been used to help start new chilkContributions from the private sector

care centers, recruit new family child care esen )
homes, and improve the quality of childprObany repr t Only about 1% of the

care services. total expendituresfor child care and early

education srvicesin a given year.

Howewer, the role of the business corr
munity remains imited. The MoSt eXIen S ————
survey on employersupported child care inment initiatives, technical assistance, and
tiatives indicated that in 1988 only about 2%community planning; or one{ime grants for
of U.S. work sites with 10 or more employeekarge purchases such as playground or class-
(25,000 establishments) had established orcom equipment. Several foundations have
or nearsite child care centers, and about 3Bgen instrumental in establishing facilities
(35,000 establishments) offered some forrfundsto help earlychildhood programs with
of child care subsidy. When services such &sancing, planning, designing, or building
counseling and resource and referral affacilities. (For a discussion of some initiatives
added to the picture, about 11% of employe finance child care facilities, see Appendix
ers provided some form of child care benefiB to this journal issue.)
Or Servicess

Religious Organizations
Philanthropy Religious organizations also support child
Charitable organizations help to supportare and early education programs. A
child care and early education services in983study of 15 Protestant denominations
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reported that 26% of the churches thahan the expended cost of operating a child
housed child care centers offered scholatare center is considered, the contributions
ships or other direct subsidies to lowincomenade by staff in forgone earnings and bene-
families. When all forms of financial assisfits account for approximately 19% of the
tance were considered, including free ocost. The estimate concluded that, taken
reduced rent, utilities, janitorial servicestogether, inkind contributions and forgone
and so forth, it was estimated that, of thewages account for more than 25% of the full
14,589 church-housed centers included inost of operating a child care cem®{See
the study, 94% were subsidized in somalso the article byHelburn and Howesin this
way bythe churches in which they werejournal issue.)

housed?

In addition to receiving support fromTemqhve Conclusions from

individual congregations, some child cardimited Data

programs receive support from religioughe data concerning current funding for
organizationsthat raise funds for human sechild care are limited in some areas (espe-
vices. The United Jewish Appeal/ Federatiogially state, local, and private contributions).
of Jewish Philanthropies and CatholiBut those available lead to three major con-
Charities, for example, distribute millionsclusions. (1) Parents bear the largest burden
of dollars each year to human service ageim-the current system of financing child care.
cies, many of which sponsor early childhood2) The federal government’s contribution

programs. is next largest and is due primarily to six
. o ) expenditure-based subsidy programs and
Hidden Subsidies: In-Kind two tax-based subsidy programs. (3) The

Donations and Forgone Wages  great majority of subsidy funding comes
Data from a national surwey of child care prdrom either the federal government or
grams suggest that approximately onethirftom state expenditures required to match
of all child care centersreceive inkind dondederal funding.

tions, including free space, supplies, food,

equipment, and toy8. Many centers also Fragmentation in Current

receive donated services, such as janitori .

and maintenance help; nursing or otheEo"Cy' Causes and
onsequences

The nature of the governmental role in

Approximatdy onethird of all child care child care has changed profoundly in the
centersreceive inkind donations, incduding Past decade as the federal government

free space, supplies, food, equipment,

and toys.

established a set of new federal funding
streams for child care, each with its own
target populations, fiscal structure, and
requirements. In a two-year period (1988 to

1990), Congress enacted four new child
medical support; and legal, accounting, clecare funding streams: AFDC Child Care,
ical, or teaching assistance. A few early childrransitional Child Care, At-Risk Child Care,
hood initiatives have been able to raise and the Child Care and Development Block
much as $1 million a year in various forms oGrant. By FY1995, federal funding for these
inkind contributions and wolunteer serprograms provided more than $2 billion for
vices#! (See the article by Helburn andstates. Implementation of these funding
Howes in thisjournalissue for a discussion gfrograms has significantly expanded the
the role of inkind contributions and donaability of states to provide child care subsi-
tions in the funding of child care centers.) dies to lowincome families but has been

accompanied by a set of frustrations flowing

It has also been suggested that an impdrem the complexities of integrating four
tant hidden subsidy to the cost of child carkinding programs with (sometimes) four
programsis provided bytheir staff, who earmsets of rules.
significantly less in child care than they
could in other occupatiortdOne estimate Ower the past five years, it has become
concluded that when the full cost rathecommon for child care administrators and
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other concerned persons to speak abootmstances and need for child care are
“fragmentation”in the child care system andhe same in the 13th month astheywere in
to articulate a vision for a single system othe 12th.
“seamless servicé® Variations in rules and
requirements among the four programa Afamilyin the subsidy system mayfind sig-
have complicated attempts to develop aificant variations in provider reimburse-
unified approach to the governmental rolenent rates, sliding fee scale payment
in child care and early education and teequirements, and provider health and safe-
blend the four streams into a single systenty requirements as the family moves from
‘et it is also important to appreciate that thene program to another.
barriers to seamless service are only partly
attributable to differences in rules betweem The source of care that may offer the most
funding streams. The barriers also reflecppropriate child development services may
the difficult choicesthat must be made wheoperate only part-day, partyear (as is often
resources are insufficient to assist all who athe case with Head Start, public prekinder-
in need, the lack of integration betweergarten programs, and segregated programs
child care subsidy policy and tax policy, andor children with special needs). It may be
the lack of integration between child cardlifficult or impossible to combine participa-
policy and early education policy. In thetion in such a program with another source
broadest sense, what is sometimes seen dswraparound” child care.
fragmentation is a reflection ofthe lack of an
owverall vision for a social policy that harmo- On first impression, one may be tempted
nizes the goals of encouraging and suppott blame some of the fragmentation
ing work force participation by parents withdescribed on ‘restrictive federal rules” that
ensuring safe, healthy, and stimulating enpecify when particular federal funding
ronments for children. streams can and cannot be used for particu-
lar populations. In some respects, this
Seen from the perspective of familiesharge is accurate. For example, federal law
needing assistance, the fragmentation ofiandates that a state provide transitional
current policy is apparent in a number o€hild care for 12 months but bars use of the
respects:

m Among lowincome families with similar The princi pa| source of perceived frag—

needs and circumstances, some bene tati in child . . i
greatlyfrom child care subsidies while otherMeNtation in chiid care services 1S no

receive no assistance at all. For example,ru|eS but resources.
working poor family receiving AFDC may be
eligible for a subsidy while an equally poor
family not on AFDC is not. funding stream for the 13th month. Federal
law permits use of AFDC Child Care funding
m A family that enters the subsidy systento provide for child care for extended peri-
may lose all assistance while still in needds of job search, but a state cannot use
simply because the family no longer qualifransitional Child Care or At-Risk Child
fies for a particular categorical subsidy. FoCare in similar ways. Moreower, there are
example, a parent who is employed magften frustrating variations between funding
qualify for a subsidy but become ineligiblestreams in rules relating to sliding fee scales,
if she loses her job, even if child care ipayment rate requirements, and health and
essential for her job search; a family receigafety standards.
ing a child care subsidy through the Child
Care and Dewelopment Block Grant may In a broader sense, however, the princi-
lose its entire subsidy when a dollar opal source of perceived fragmentation is
income places it above income eligibilitynot rules but resources. States currently
guidelines (75% of state median income)have the legal authority to link federal
and a mother who has left welfare for workunding streams with one another to, for
may lose all aid for child care at the end oédxample, extend transitional child care
her 12 months of transitional child cardndefinitelyto a lowdincome family through
assistance, even though her economic citse of At-Risk, CCDBG, or SSBG (Title XX)
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funds, to provide child care subsidies t&AFDC recipients because child care subsidy
non-AFDC families, or to make child carefunds that could have been used for the low-
broadly available for parents in educationincome working poor will have been
training, or job searches. And, in any oéxpended. However, even with recent
these cases, states could opt to use stat@pansions, only a small fraction of AFDC
funded subsidies to cover gaps in federdmilies actually receives child care assis-
coverage. To a great extent, what is treateadnce—in FY 1993, fewer than 4% of AFDC
as a problem caused byinconsistent rulesriscipients received child care assistance to
in fact a problem caused by inadequatparticipate in work, education, or training
resources to serve all in need. Scarcity grograms each mon#ta.
dollars forces states to use their limited
funds in restrictive ways. Although most of the discussion of frag-
mentation in child care policyfocuseson the
A 1995 GAO surwey of 7 states foundpreviously mentioned programs, there are
that 5 states had waiting lists for subsidizetivo other important senses in which system
child care ranging from 3,000 to 36,000ragmentation is substantial: the relation
families; the other 2 states did not keepetween direct expenditure and tax expen-
diture policy and the relation between child
care subsidy and early education efforts. As
To a great extent, what istreated asa noted, the annual federal tax expenditure

problem causd byinoons'si'ent rulesisin associated with the CDCTC exceeds the

. combined federal spending for the four
fact a prOblem caused bylnadequate lowdincome subsidy programs. Moreover,

resourcesto serve all in need. the lack of any phaseout for DCAPs as level
of family income increases means, in
effect,that federal law offers a $1,980 annu-
waiting lists#4 Another 1995 studyreportedal subsidy for families in the highest tax
that 36 states indicated they had waitingracket (based on an exclusion of $5,000 in
lists for working poor child care, with 8taxable income for a family at a 39.6% mar-
states reporting at least 10,000 children oginal tax rate). At the same time, there may
their waiting liststs literally be no assistance to a working poor
family that is too poor to incur tax liability
Sixteen states reported using CCDBG@nd unable to access an existing subsidy
funds to provide child care for families thatprograms4?
would qualify for AFDC Child Care and
Transitional Child Care, effectively displac- Perhaps the single largest area of frag-
ing non-AFDC families from those CCDBGmentation, however, involves the uncertain
slots#s However, a state’s choice to do soelationship between child care policy and
largely reflected its inability or choice not toearly education policy. This is evidenced not
expend the state dollars needed to drgust by the different rationales for the fund-
down matching federal funds for AFDC-{ng of early childhood programs (see the
related child care. article by Cohen in this journal issue), but
also by the way in which the programs oper-
To some observers, a principal flawin thate. The largest single federal expenditure
current system of financing is that states arfer a program involving the care of young
mandated to guarantee child care to AFD€hildren isfor Head Start, commonlyseen as
recipients who are working or in approvedan early education program. Most state
education and training programs and tprekindergarten and Head Start programs
provide 12 months of child care to familieoperate only part-day and partyéaf
leaving AFDC due to employment. Opendespite the needs of working parents for
ended federal funding is available, subject ttull-time child care. The 1993 Advisory
state match, for these purposes. To minimiZBommittee reported that fewer than 1% of
expenditure of state funds, states often prelead Start children were served in pro-
fer to use first the funds that do not requirgrams operating eight or more hours a day
a match (for example, CCDBG). This carand more than 48 weeks a year, even though
create a scenario where the only availablg3% of Head Start children had at least one
child care slots are for AFDC and formemparent working full times#
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The separation between child care anthe Personal Responsibility and

early education policy also reflects the teork Opportunity Act of 1995

sion between two very different visions ofy pecember 1995, Congress passed (and
the primary goal, in which programsgn january 9, 1996, the president vetoed)
labeled as child care subsidy programs akge personal Responsibility and Work
viewed primarily in terms of strategies togpportunity Act of 1995, H.R. 4. The legis-
support or require parental labor force pafation would have substantially altered the
ticipation, while programs labeled as earljeqderal child care role, both indirectly
education programs are designed to focygrough the repeal of the AFDC program
on educational, de\{elopmental, health, anghg directly through a set of changes to
other needs of children. The work forc&hijid care funding streams. There were

subsidy goal is often driven by the need tghree principal legislative provisions affect-
maximize coverage with limited resourceg,g child care in H.R. 4:

and sometimesresultsin attempting to min-

imize payment rates, encourage less formal The AFDC program would have been repealed
care arrangements, and at times encouraged replaced by a block grant to stat&ates
families to manage without subsidized careould have been able to use the block grant
at all. Each of these pressures leads to pdl» provide cash, noncash assistance, or ser-
cy results in direct contravention of thevicesto needyfamilies. The individual enti-
early education goals. As long as these atlement to aid would have been eliminated,
viewed as opposing goals—rather thamand states would have had no responsibil-
goalsto be integrated into a single system-ty to provide aid to families in need. To

the fragmentation in government policx

will not be alleviated by simply increasinc
the funding available for subsidies or sim\A/fill gates dhift subsantial resources away

plifying rules governing particular fundingfrom cash ass sance for poor families and
streams. . . g
toward child care subsdies?

Potential Impact of Welfare

Reform receive a full block grant, a state would have
In 1995, consideration of the federal role ibeen required to satisfy “work participation
child care became subsumed in the debatates” to ensure that a steadily increasing
about welfare reform. The welfare legislapercentage of those receiving aid were par-
tion enacted by Congress, and vetoed by thieipating in work activities. States would
president, would have made significanhave been prohibited from using federal
changes in the federal child care rolefunds to aid a family for more than five
though those changes were rarely giveyears (with a limited number of exceptions
much public attention except in the contexallowable).

of discussions about whether there was

“enough” child care to meet the anticipate@. Individual entitlements to child care assistance
needs of motherswho, because of newly prand open-ended federal funding for such assis-
posed requirements, would be required tance would have been eiminateihe bill
enter employment or participate in workwould have repealed both state responsibili-
programs in order to continue to receivéies to provide child care assistance for
welfare benefits. As of early 1996, it iSAFDC families participating in work or train-
unclear whether any welfare legislation wiling and the dutyto provide transitional child
be enacted, and the details of newlegislatiotare to families leaving AFDC due to
may differ from the details of the vetoed billemployment. The bill would have also
Newertheless, it is helpful to highlight theended the availability of open-ended federal
principal child carerelated changes thafunding for such purposes.

were contained in that bill because some of

its basic tenets appear likely to remain ir8. Child care funding streams would have been
subsequent legislation, and those tenetsnsolidatedFour child care funding streams
have the potential to affect profoundly th§ AFDC Child Care, Transitional Child Care,
overall framework of federal-state child caredt-Risk Child Care, and the Child Care and
and early education policy. Development Block Grant) would have
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been consolidated into two funding streamsillion in matching federal funding in FY
States would have qualified for an amoun1995). If states can retain their current level
somewhat abowve their 1994 funding levelsf federal funding while withdrawing some
(for the four programs) with no require-or all state funding, how will they respond?
ment of state match. An additional capped
amount of funding abowve that level would Will states shift substantial resources
have been available subject to a state matdway from cash assistance for poor families
In addition, the legislation would haveand toward child care subsidies? Under
reduced the annual authorization of TitlH.R. 4, states could have transferred up to
XX (the Social Services Block Grant) by30% of fundsfrom their AFDC+eplacement
10% and restructured reimbursements iblock grant to child care, could have spent
the Child and Adult Care Food Program t&AFDC+eplacement block grant funds on
generate federal savings. child care, and could have counted state
child care spending toward satisfying “main-
If welfare/ child care legislation is enacttenance of effort” requirements of the
ed in 1996, the specific details and fundindFDC+eplacement block grant. In many
levels contained in affected programs couldespects, the structure seemed to encour-
change from those in H.R. 4. Howewerage states to respond to increased child
based on the provisions contained in H.R. dare needs by reducing the availability of
cash aid for poor families. If a similar struc-
ture is ultimately enacted, will states expand

Will gatesreduce the availability of care, child care by reducing income support for
i ilies?

amounts paid for care, or sandards for poor families?

all able care? Will there be any group of families enti-

tled to receive child care assistance as a mat-

ter of federal law? Under H.R. 4, all low-
and the kinds of changes under considerimcome child care entitlements would have
tion, it is possible to identify a set of keybeen eliminated. States would no longer
issues whose resolution will shape the ulthave had a duty to guarantee child care for
mate effects of the legislation. These kefFDC families or families leaving AFDC (or
issues will include the following: its successor) due to employment. If states

no longer have a duty to guarantee care for

Will there be any open-ended source of participants in work and training programs,

funding for lowincome child care? Under would states reduce the availability of care,
current law, both AFDC Child Care andamounts paid for care, or standards for
Transitional Child Care are open endedllowable care?
and federal funding for these two programs
grew from $116 million in FY 1990 to $865  Will states reduce the availability of paid
million in FY 1995, with growth averaging child care for older children?H.R. 4 provid-
more than 30% per year during this perioded that a state could not reduce or eliminate
If needs for subsidized child care continua family's cash assistance based on failure to
to increase at a comparable rate, while fundemply with work requirements in the case
ing losesits open-ended nature, howwill thisf a singleparent family with a child under
affect the awailability, cost, and quality ofsix with a demonstrated inability to attain
child care? needed child care. In any other case, a state

would have been free to impose grant reduc-

Will states be required to contribute a tions or terminations for failure to comply

state match to generate federal funding? with work requirements, even if needed
The requirement of a state match to draehild care was unavailable. If states face such
down AFDC Child Care, Transitional Childa structure, will they respond by reducing
Care, and AtRisk Child Care funds hashe availability of subsidized child care slots
played an important role in expanding statér parents of school-age children?
commitments to child care, with the state
share of these three programs increasing Will child care funding be set at a level
from $95 million in FY1990 to an estimatedsufficient to meet welfare work participation
$922 million in FY1995 (to drawdown $1.22requirements without severely curtailing
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accessto care for familiesnot in the welfare  early education policy will become more

system?H.R. 4 made use of accelerating wekextreme.

fare work requirements under which states .

would have faced a requirement that 50% &onclusion

the “welfare” caseload must be participatin@ his survey of current funding streams for
in work activities for 35 hours a week by Fhild care and early education leads to
2002. As noted, under current law, onlyhree principal conclusions. First, it is not

about 4% of AFDC recipient families arenow possible to present a comprehensive
currently receiving child care subsidies fronpicture of the role of all sectors of govern-
AFDC-elated child care funding streams. Ifnent (federal, state, and local) and of the
there is a vast expansion of need, and limjprivate sector (business, religious communi-
ed resources with which to respond, howwilly, foundations) in the financing of child

it affect the availability of care for the work-care and early education in the United
ing poor not in the welfare system? Will
states divert resources from working poo

families in order to meet welfare work par\Wjl| sates divert resources from working
T - .
ticipation rates: poor familiesin order to meet wefare work

How will the role of child care changein Participation rates?
the context of timedimited welfare? Under

H.R. 4, a state would have been prohibited
from using federal funds to provide caslStates because the data are not available to
assistance to a family for longer than 6@describe fullythe private sector role or even
months (with exceptions allowable for 15%the roles of state and local governments.
of the caseload). From recent and pendinbhere is a clear need for more extensive
state proposals, it is clear that some statdscumentation of the nonfederal role, a
envision implementing welfare time limitsneed that is likelyto become more pressing
significantly shorter than the fiveyear lim#. in an era of devolution.
How does timedimited welfare change the
role of child care? If child care isunavailable Second, from available data, one reach-
to a family reaching a time limit, a parent'®s the conclusion that, for the nation as a
prospects of attaining employment may bahole, the great majority of subsidy funding
significantly reduced. At the same time, itcomes from either the federal government
families that have reached a time limibr state expenditures required to match
become a new child care priority, will tenfederal funding. Although the federal role
sions with other groups in need be exaceis often criticized for involving multiple
bated?In a context of limited resources, hoand fragmented funding streams, it is also
are priorities to be set? important to appreciate the crucial role of
federal funding and requirements in
How will the new structure address the expanding the resources available for child
problem of fragmentation in child care pol- care and early education programs and
icy? The enactment of legislation along thessistance.
lines of H.R. 4 may reduce fragmentation
in child care policy in the narrow sense of Third, discussions of child care financing
reducing differences in rules between praare often confined to a consideration of
grams. However, it seems likely to exacerwchild care subsidy expenditures. However,
bate the fragmentation problems presenthen the discussion is broadened to include
ed by the inadequacy of owverall systemtx expenditures and early education pro-
resources. It leaves wholly unaddressed thggams, the universe of resources becomes
fragmentation that currently exists betweefarger, and the nature of system fragmenta-
direct expenditure policy and tax policytion can be seen quite differently.
and between child care policy and early
education policy. If states face pressure to If pending legislation is enacted, it will
maximize labor force participation, then present a clear challenge to states: Can states
coupled with already severe demands oconstruct unified child care and early edu-
available funding, there is reason to feacation policies in the absence of a unified
that the tension between child care anféderal policy? Can the state begin with an
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articulated philosophy of ensuring the safeadministering federal, state, and local early
ty, well-being, and healthy development othildhood subsidy programs must work
children and dewelop policies to encouragtgether to establish common goals, poli-
and support parental work force participacies, and procedures. The private sector
tion without undercutting the goals for chillmust be brought to the table, included in
dren’s development? What are the best waffse vision, and encouraged to view its con-
to advance that dual vision while drawing orributions as part of an overall system.
the inventory of available federal and state
resources? Ultimately, however, although coordinat-
ing early childhood funds and services is
Although resource constraints are likelyssential, it is not enough. There must also
to be a theme in every state, the constrainte a wilingness to invest additional public
may be less severe when the universe of avaihd private funds in the care and education
able resources is broadened. If tax polioyf young children. Even if all current fund-
and expenditure policy are envisionedng streams were used most effectively, we
together, and child care and early educatiomould still fall dramatically short of the
policy are integrated, the possibilities foinvestment needed to ensure that all chil-
reorganizing and expanding resources malyen receive the early care and education
be significantly increased. they need to succeed. We should not act as
if resource shortfalls were the only problem,
Early childhood care and education seibut neither should we act as if better coor-
vices must be viewed asgstemrather than dination or fewer regulations can compen-
a disparate array of services, and must focgate for the resources essential to an effec-
on the needs of both children and familiesive unified system of child care and early
The agencies inwlved in funding andeducation.

1. In a sense, both kindergarten and postkindergapt@grams can also be seen as part of a
broader system of care and education for childibart,the cost and financing of elemen-
tary and secondary education are not included is dhticle. These will be reviewed in a
forthcoming issue of he Future of Children
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