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grame with (1) an¥ rartlun or nonpartisan political activity or any
other political activity dssociated with a candidate, or contending
faction or gro?. in an election for public or party office; (2) any ac-
tivity to provide voters or prospective voters witf‘r' transportation to
the é)o“l or similar assistance in connection wjth any such election;
or (3) any voter registration activity. The Secretary, after consulta-
tion with the Office of Personnel Management, shall igsue rules
and regulations to provide for the enforcement of this section,
which shall include provisions for summary suspension of assist-
ance or other action necessary to permit enforcement on an emer-
gency basis. N,

(42 U.S.C. 9851) "

ADVANCE FUNDING

SEC, 657. For the rurpou of affording adequate notice of fund-
ing available under this subchapter, appropriations for carrying out
this subchapter are authorized to be included in an a propriation
Act for the fiscal year preceding the fiscal year for which they are
available for obligation.

(42U.8.C. 9852)

Subchapter C—Child Care and Development Block Grant

SEC. 658A. SHORT TITLE.
This subchapter may be cited as the “Child Care and Develop-
ment Block Grant Act of 1990".
(42 U.S.C. 9801 note)

SEC. 858B. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated to carry out this sub-
chapter, $750,000,000 for fiscal year 1991, $825,000,000 for fiacal
year 1992, $826,000,000 for fiscal year 1993, and such sums as
may be necessary for each of the fiscal years 1994 and 1995.

(42 U.B.C. 9858)

BEC. 888C. ESTABLISHMENT OF BLOCK GRANT PROGRAM.

The Secretary is authorized to make grants to States in accord-
ance with the provisions of this subchapter.

(42 U.8.C. 9888a)

BEC. 888D. LEAD AGENCY. .

(a) DESIGNATION.—The chief executive officer of a State desir-
ing to receive a grant under this subchapter shall deslgnte, in An
application submitted to the Secretary under section 658E, an op-
propriate State agency that complies with the requirements of sub-
section (b) to act as the lead agency.

(b) DUTIES.—

(1) IN GENERAL.—The lead agency shall—

(A) administer, directly or through other State agen-
cles, the financial assistance received under this rub
chapter by the State; .

(B) develop the State plan to be submitted to the Sec
retary under section 658E(a);

in conjunction with the development of the State
plan as required 2r subparagraph (B), hold at least one
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(B) UNLIMITED PARENTAL ACCESS.—Provide assurances
that procedures are in effoct within the State to ensure
that child care providers who provide services for which
assistance is made available under this mbcha&ter afford

parents unlimited access to their children and

the pro-

-viders caring for their children, during the normal hours

of operation of such cﬁroviders and whenever such child;
a.rel(nthocareofsu providers. -

PARENTAL COMPLAINTS.—Provide assurances that
the State maintains a record of substantiated arental
compldints and makes information regarding such paren-

tal complaints available to the public on request.

(D) CONSUMER EDUCATION.—Provide assurances that
consumer education information will be made available to

ﬂmnh and the general public within the State con

censing and regulato uirements, complaint proce-
dures, nid policies and ;ymrcm“ relative to child emplerv-

ices within the State.

(E) COMPLIANCE WITH STATE AND LOCAL REGQULATORY

REQUIREMENTS.—Provide assurances that—.

(1) all providers of child care services within the
State for which assistance is provided under this sub-

chapter comply with all licensing or regulato

quirements (including registration requirements ap-

plicable under State and local law; and

(ii) providers within the State that are not re-
quired to be licensed or regulated under State or local
law are required to be registered with the State prior
to payment being made under this subchapter, in ac-
cordance with procedures designed to facilitate arpur:»-

o

griate payment to such ers, and to permi

tate to ish information to such roviders, includ-

ing information on the availability of health and safety

training, technical assistance, and any relevant infor-

mation pertaining to regulatory muirementa in the
a

State, and that such providers s

be permitted to

register with the State after selection by the parents

of eligible children and before such payment is made.

This subparagraph shall not be constru to prohibit a

State from imgming more stringent standards and licens-
Ty

ing or regula

requirements on child care providers

within the State that provide services for which assistance
is pr:vid:d under thig subchapter than the standards or
requirements imposed on other child care providers in the
State :

(ﬁ') ESTABLISHMENT OF | {LTH A SAFETY REQ!

MENTS.—Provide assurances { {  »arein effect within
the State, under State or local law, requirements desioned
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to protect the health and safety of children that are appli-
cable to child care providers that provide services for
which assistance is made available under this subchapter.
8uch requirements shall include—
(1) the prevention and control of infectious dis-
eases (including immunisation);
(ii) building and physical premises safety; and
(iii) minimum health an safety training dppro-
priate to the provider setting.
Nothing in this subparagraph shall be construed to require
the establishment of additional health and safety require-
ments for child care providers that are subject to health
and safety requirements in the categories described in this
lul:rarngnph on the date of enactment of this subchapter
under State or local law.

(Q) COMPLIANCE WITH STATE AND LOGAL HEALTH AND
SAFETY REQUIREMENTS.—Provide assurances that proce-
dures are in effect to ensure that child care ders with-
in the State ﬂllt:‘ElMd. services for which assistance is
grovlded under subchapter comply with all applicable

tate or local health and safety requirements as escribed
in nu:rlngnph (F).

(H) REDUCTION IN STANDARDS.—Provide assurances
that if the State reduces the level of standards applicable
to child care services provided in the State on the date of
enactment of this subchapter, the State ghall inform the
Secretary of the rationale for such reduction in the annual
nportt?tho State described in section 658K.

(I) REVIEW OF STATE LICENSING AND REGQULATORY RE-
QUIREMENTS.—Provide assurances that not later than 18
months after the date of the submission of the application
under section 858E, the State will complete a full review
of the law applicable to, and the licensing and regulatory
requirements and pollc‘u of, each licensing agency that
regulates child care services and cKl’ogramo in the State un-
less the State has reviewed su law, requirements, and
policies in the 3-year period ending on the date of the en-
actment of this subchapter.

(J) SUPPLEMENTATION.—Provide assurances that funds
received under this subchapter by the State will be used
on.lf to supplement, not to lup&lnnt the amount of Fed-
eral, State, and local funds otherwise expended for the
at:stpeott of child care services and related programs in the

(3) Use oF BLOCK GRANT FUNDS.—

(A) GENERAL REQUIREMENT.—The State plan shall pro-
vide that the State will use the amounts provided to the
State for each fiscal year under this subchapter as re-
quired under subparagraphs (B) and (C).

(B) CHILD cARe SERVICES.—Subject to the reservation
_ contained in subparagraph (C), the State sghall use

amounts provided to the State for each fiscal year under
this subchapter for— .

14
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d care services, that meet the requirements
of ﬂ(\:: elltnubcha ter, that are provided to':ﬂgiblo chil-
dren in the sfm on a sliding fee scale basis ullnr
funding methods provided for in section 668E(cX3XA),
with priority beh‘la J‘lven for services provided to chil-

f families very low family incomes (takin
g:te: :on:lszaratlon family size) and to children witl
special needs; and

(i) activities designed to improve the availability -
and quality of child care.

(C) ACTIVITIES TO IMPROVE THE QUALITY OF CHILD
CARE AND TO INCREASE THE AVAILABILITY OF EARLY CHILD-
HOOD DEVELOPMENT AND BEFORE- AND AFTER-8CHOOL CARE
BERVICES.—The State shall reserve 25 percent of the
amounts provided to the State for each fiscal year under
this subchapter to carry out activities designed to im rov;
the quality of child care (as described in section 868G !‘;l
to provide before- and after-school and early childhood de-
velopment services (as described in section 668H).

@ (ﬁﬁmx:::h—'l‘he State plan shall provide assur-
ances that payment rates for the provision of child cm:-
services for which assistance is provided under thl: "ll)l

chapter are sufficient to ensure equal access for eligible
children to comparable child care services in the State 1::
substate area that are provided to children whose bgml:e

are not eligible to receive assistance under this sud hapter
or for child care assistance under any other Federal or
State programs. Such payment rates shall take into ac-
count ﬂu variations in the costs of rmldlng child care in
different settings and to children of different age I ;pl,
and the additional costs of providing child care for children

'uh(l'!‘)’eg;lﬂgel‘::'l:}non.—ﬂothhﬂ in this paragraph shall
be construed to create a private right of action.

that
SLIDING FEE SCALE.—The State plan shall provide
the (B?ate will establish and periodically revise, by rulei a :;:dt
ing fee scale that provides for cost sharing by the famil e.vid .d
recelve child care services for which assistance is provide
bchapter.
;Idn)deA;gl‘ti;v.:L OF pAPI’l..IOA‘I‘ION.—Tho Secretary uh:'n approve
an application that satisfies the requirements of this section.

(42 U.8.C. 9686¢) ALLOTMENTS
LIMITATIONS ON STATE 5 .
s:c.(:u)a;.o ENTITLEMENT TO CONTRACT OR GRANT.—Nothing in this
d—

subchaptiell; .b‘?%:ltl;:l:‘):;;r:;ild care provider or rec.lpient of a child
care certificate to any contract, grant or benefit; o(;dltl ! limi-
(2) to limit the right of any State to impose :’ di OI:’B iml.

tations or conditions on contracts or grants funded under

bchapter.
:l‘:) CONPSTRUC'I'ION or FaciLi —
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(1) IN 0ENERAL.—No funds made available under this sub-
ch shall be expended for the purchase or improvement of
Jand, or for the purchase, construction, or permanent improve-
ment (cther than minor remodeling) of any building or facility.
(rsi).sscmnm AGENCY cl):. gnomumr;.—ln ¢ case olf» a
agency or organ on, no s made a |
:i‘:r this lubctznptor may be used for the purpolu. dev:cl#i.bez
io paregraph (1) except to the extent that renovation or repair
: ‘:o;lul to In:? h:al f.thdm’d"fnﬂf:ch ll‘“? or organization
mpliance an ts
el bR R ty requirements referred
(48 UB.C. 9858J)

SEC. 658G. ACTIVITIES TO IMPROVE THE QUALITY OF CHILD CARE.

A State that receives financial assistance under this sub-
chapter shall use not less than 20 percent of the amounts reserved
by such State under section eX3XC) for each fiscal year for
one or more of the following:

(1) RESOURCE AND REFERRAL moonms—Openﬂ di-
rectly or providing financial assistance to private non t or-
ganizations or public organizations (inclu units or eral
purpose local government) for the development, establishmen
expansion, operation, and coordination of resource and referra

specifically related to child care.

(2) GRANTS OR LOANS TO ASSIST IN MEETING STATE AND
LOCAL STANDARDS.—Making grants or providing loans to child

: care providers to assist such ders in meeting
., Btatoand local child care standards, applicable

- gzwuommu or corn.umcl ‘t'hrm LICENSING AND REG-

REQUIREMENTS.—| mprwlni e monitoring of compli-
ance with, and enforcement of, State and loeal licensing &d
regulatory requirements éll:elmhng registration requirements).

(4) TRAINING.—Providing training and uem':ﬁ assistance
in areas appropriate to the provision of child care services,
such as training in health and safety, nutrition, first aid, the
‘recognition of communicable diseases, child abuse detection
and prevention, and the care of children with special needs.

8) COMPENBATION.—Im salaries and other com-
pensation paid to full- and time staff who provide child
m :rvieel for which assistance is provided under this sub-

r.

* {43 US.C. 9838¢)

S6EC. 6SSH. EARLY CHILDHOOD DEVELOPMENT AND BEFORE- AND
AFTER-S8CHOOL SERVICES.

(a) IN GENERAL.—A State that receives financial assistance
under this subchapter shall use not less than 75 t of the
amounts reserved by such State under section GﬁgE(e)(S)(C) for
each fiscal year to establish or expand and conduct, through the

sion o ts or contracts, early childhood development or

for(;—) and m{.'g“”' child care programs, or both. .
Proa ESCRIPTION.—

iy “'('g)“i;“:hn o ON grams that receive assistance

o of early childhood development programs '

consist of sen { are | intended top ve I:.N. sub-

@ _—
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stitute for a compulsory academic s but that are in-
tended to provide an environmen st enhapces the edu-
cational, social, cultural, emotional, and recreational develop-
ment of children; and -

(2) in the case of before- and after-school child cere
programs—

(A) be provided Monday through Friday, including
school holidays and vacation periods other than lesnl pub-
lic h:lidnyl. ehkill::ien amding elnrly clt:llr;lhood evﬂop-
ment programs e , or elemen or secon
school classes auﬂng ?ﬁ.eh times of the day and on n::i
days that regular instructional services are not in session;

and
(B) not be intended to extend or replace the regular

: academic program.

(c) PRIORITY POR ASSISTANCE.—In awardi ts and con-
tracts under this section, the State shall give the est priority
to geographic areas within the State that are eligible to receive
grants under section 1008 of the Elementary and dary Edu-
cation Act of 1865, and shall then give priority to—

(1) any other areas with concentrations of poverty; and
" (2) any areas with very high or very low population den-
sities.

(43 US.C. sas8n

SEC. 6581. ADMINISTRATION AND ENFORCEMENT.
(a) ADMINISTRATION.—The Secretary shall—

(1) coordinate all activities of the ent of Health
and Human Services relating to child care, and, to the maxi-
mum extent practicable, coordinate such activities with similar
activities of other Federal entities;

(2) eollectdlﬁublhh and make available to the public a list-
ing of State d care standards at least once every 3 years;

and

(9) provide technical assistance to assist States to carry
out this subchapter, including assistance on a reimbursable
basis. .

(b) ENPORCEMENT.—

(1) REVIEW OF COMPLIANCE WITH STATE PLAN.—The Sec-
retary shall review and monitor State compliance with this
subchapter and the plan approved under section 668E(c) for
the State, and shall have the power to terminate payments to
the State in accordance with paragraph (2).

(2) NONCOMPLIANCE.— ;

(A) IN GENERAL.—If the Secretary, after reasonable no-
tice to a State and opportunity for & ‘_\oarl , finds that—
(i) there has been a failure by the State to comply
substantially with any provision or requirement set
forth in the plan approved under section 668E(c) for
the State; or
(ii) in the operstion of any program for which as-
sistance is roerdeed under this subchapter there is a
failure by the State to comply substan ially with any
provision of this subchapter;

Lo
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‘;rehry shall notify the State of the finding and that SEC. 668K. ANNUAL REPORT AND A

no further payments may be made to such State under
this subchapter (or, in the case of noncomminnee in the oz
eration of a program or activity, that no further paymen
to the State will be made with respect to such arogram or
activity) until the Secretary is satisfied that there is no
longer any such failure to comply or that the noncompli-
ance will be promptly corrected.

(B) ADDITIONAL SANCTIONS.—In the case of a finding of
noncompliance made pursuant to subparagraph (A), the
Secretar{ may, in addition to imposing the sanctions de-
scribed in such subparagraph, impose other appropriate
sanctions, including reeo't:&ment of money im rly ex-
pended for purposes prohibited or not autho by this
subchapter, and disqualification from the receipt of finan-
cial assistance under this subchapter.

(C) Notice.—The notice ired under subparagraph
(A) shall include a specific identification of an addigt.).nal
sanction being imposed under subparagraph (B).

(3) ISSUANCE OF RULES.—The Secretary shall establish by

(a) ANNUAL REPORT.—Not later than December 31, 1992, and

lly thereafter, a State that receives assistance under this
:::Il::llaagwr shall §'r‘:pm and submit to the Secretary a r: rt—

(1) specitying the uses for which the Btate ed funds
specified under paragraph (8) of section 658E(c) and the
amount of funds expended for such uses;

(2) containing available data on the manner in which the
child care needs of families in the State are being fulfilled, in-
cluding information eoncemil;s—

(A) the number of children being assisted with funds
provided under this subchapter, and under other Federal
child care and pre-school programs;

(B) the type and number of child care programs, child
care providers, caregivers, and support personnel located
in the State;

(C) salaries and other comsenntion aid to full- and
part-time staff who provide child care services; and

(D) activities in the State to encourage public-private

artnerships that promote business involvement in meet-

rule procedures for— ng child care needs;
A) receiving, processing, and determining the validity (3) describing the extent to which the affordability and
of complaints concerning any failure of a State to comply availability of child care services has increased;
with the State plan or any requirement of this subchapter; (4) if applicable, describing, in either the first or second
and such report, the ﬁn(hngn of the review of State licensing and
(B) imposing sanctions under this section. regulato uirements and policies described in section
(42 UB.C. 9888g) 658E(c),r|vnelu ing a description of actions taken by the State

. 688J. PAYMENTS, . in response to such reviews;
"+ (a) IN GENERAL.—Subject to the avdlablllt‘ of appropriations, : (5) containing an explanation of any State action, in ac-
a State that has an ag):licatlon approved by the Secretary under cordance with section 658E, to reduce the level of child care
section 658E(d) shall be entitled to a rayment under this section standards in the State, if applicable; and
for each fiscal year in an amount equal to its allotment under sec- (6) describing the standards and health and safety require-
8580 for such fiscal year. ments applicable to child care providers in the State, includins
(b) METHOD OF PAYMENT.— a description of State efforts to improve the quality of chil

(1) IN GENERAL.—Subject to paragraph (2), the Secretary ; _
may make payments to a State in instaliments, and in advance duri:;r:ho period for which such report is required to be submitted.
(b) AupITS.—

or by way of reimbursement, with necessary adjustments on .
account of overpayments or underpayments, as the Secretary (1) REQUIREMENT.—A State shall, after the close of each

may determine. red by a! application approved under sec-
(2) LIMITATION.—The Secretary may not make such pay- a:ﬂ;%': d;i:?,dm:. ,,,,Z,.dm&': during such program period

ments in a manner that gmenh the State from complying from amounts received under this subchapter. .

with the requirement specified in section 668E(cX3). (2) INDEPENDENT AUDITOR.—Audits under this subsection

, (c) SPENDING OF FUNDS BY STATE.—Payments to a State from

the allotment under section 8580 for any fiscal year may be obli- : o t ive assistance under
gated| by the State in that fiscal year or in the succeeding fiscal :ﬁ;nzb:g':;m:m‘b: ‘;::“::::r;:‘:wr?ﬁ]: generally accepted

: i inciples.
(42 U.8.C. 9858h) wdl(tg)‘gSB:::l:;!.—Not later than 30 days after the comple-

f dit under this subsection, the State shall submit
:io:;:y :ll" t:\: audit to the legislature of the State and to the

Secretary.

shall be conducted by an entity that is independent of any

VBection 8a) of Public Law'103-888 attempted te amead this subsectien, but cannot be exe-
:ll‘:‘i becsuse it incorrectly cited the short title of this subchapter. The amsndment appears as
.

. % AMENDMENTS TO CHILD CARE AND DEVELOPMENT BLOCK GRANT ACT.

() BraNDING OF FUNDS av BraTEA.—Bection 658J(¢c) of the Child Care and Development Block
Act Amendments of 42 U8.C. 9858h(c)) is amended— -
(1) by striking “cbligsteqa Inserting 'nmdd';
(2) by striking “succeeding fscal ' rting “succeeding 3

180 in original. Should be “an”.
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(4) REPAYMENT OF AMOUNTS.—Each State shall repay to
the United States any amounts determined through an audit
under this subsection not to have been expended in accordance
with this subchapter, or the Secretary may offset such amounts
against any other amount to which the State is or may be enti-
tles ! under this subchapter. '

(43 US.C. 98581 \
8EC. 850L. REPORT BY SECRETARY. '

Not later than July 31, 1993, and annually thereafter, the Bec-
retery shall prepare and submit to the Committee on Bducation
“ Labor of the House of Representatives and the Committee on
Labor and Human Resources of the Senate a report that contains
a summary and analysis of the data and information provided to
the Secretary in the State reports submitted under section 658K.
" report shall include an assessment, and where appropriate
 recommendations for the Congress concerning efforts that should
be undertaken to improve the access of the public to quality and
affordable child care in the United States.

(42 U.8.C. 9858))

. G50M. LIMITATIONS ON USE OF FINANCIAL ASSISTANCE FOR
CERTAIN PURPOSES,
(a) BECTARIAN PURPOSES AND ACTIVITIES.—No financial assist-
grwlded under this subchapter, pursuant to the choice of a
parent under section 658E(c)2XAXIX]) or throu%h any other grant
or contract under the State plan, shall be expended for any sectar-
%ﬂ activity, including sectarian worll:r or instruction.
] rb) ON.—With regard to services provided to students en-
rolled in grades 1 through 13, no financial assistance provided
under this subchapter shall be expended for—
(1) any services provided to such students during the regu-
lar school day;
{2) any services for which such students receive academic
credit toward graduation; or . )
(8) any instructional services which supplant or duplicate
the academic program of any public or private school.
(42 U.8.C. 9888k)

. G38N. NONDISCRIMINATION.
(a) RELIGIOUS NONDISCRIMINATION.—
(1) CONSTRUCTION.—
. (A) IN GENERAL.—Except as provided in lubpnr;ﬁnph
g (B), nothing in this section shall be construed to m or
affect the provisions of any other Federal law or regulation
“;lt l:'elaten to discrimination in employment on the basis
of religion.
(J)i EXCEPTION.—A sectarian organization may require
that employees adhere to the religious tenets and teach-
ings of such organization, and such organization may re-

uire that employees adhere to rules forbidding the use of
rugs or alcohol.

(2) DISCRIMINATION AGAINST CHILD.—

SErrer In original. Bhould strike “e1 1" and insert “entitied”.
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———

(A) IN GENERAL.—A ‘child care provider (other than a
family child care provider) that receives assistance under
this subchapter shall not discriminate against any child on
the basis of religion in providing child care sertices.

(B) NON-FUNDED CHILD CARE 8L0T8.—Nothing in this
section shall prohibit a child care provider from selecting
children for child care slots that are not funded directly
with assistance provided under this subchapter because
such children or their fnmil{ members participate on a
regular basis in other activities of the organization that
owns or operates such provider,

(3) EMPLOYMENT IN GENERAL.—

(A) PROHIBITION.—A child care provider that receives
assistance under this subchapter shall not discriminate in
employment on the basis of the religion of the cmpectlve
employee if such employee’s primary responsibility is or
will be working dlre:gly with children in the pmﬁnlon of
child care services.

(B) ' QUALIFIED APPLICANTS.—If two or more pros
tive employees are qualified for any position with a c ild
care provider reeelv?ng assistance under this subchapter,
nothing in this section shall prohibit such child care pro-
vider from employing a prospective employee who is al-
ready parﬁdp.gin on a regular basis in other activities of
the organization tgat owns or operates such provider.

(C) PreSENT EMPLOYERS.—This paragraph shall not
apply to employees of child care providers recelving assist-
ance under this subchapter if such employees are em-
ployed with the provider on the date of enactment of this
subchapter.

(4) EMPLOYMENT AND ADMISSION PRACTICES.—Notwith-
standing par (1XB), (2), and (3), if assistance provided
under this su gtar, and any other Federal or Btate pro-
gram, amounts to 80 percent or more of the operating bu sget
of a child care provider that receives such assistance, the Sec-
retary shall not t'hormlt such provider to receive any further as-
sistance under ldl:llbchl tt::\ unless é\h. granlt or ::?'::? .r:-
lating to the finan assistance, or the employm -
mluﬁmn licies of the provider, specifically provides that no
person with responsibilities in the operation of the child care
program, project, or activity of the provider will discrin':lnnu
against any individual in emtloyment. if such employee'’s pri-
mary responsibility is or will be wotklnr directly with children
in the 'provinion of child care, or admissions because of the reli-

dividual. _

8‘)"‘1-}‘;'1-'.!‘(';!‘“(:: STATE LAW.—Nothing in this subchapter shall
be construed to supersede or modify any provision of a tate con-
stitution or State law that prohibita the expenditure of public funds
in or by sectarian institutions, except that no provision of a State
constitution or State law shall be construed to rohibit the expendi-
ture in or by sectarian institutions of any Federal funds provided
under this subchapter.

“ausc. )
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8 . AMOUNTS RESERVED; ALLOTMENTS, .
(a) AMOUNTS RESERVED.— (i) is less than 0.8 t, then the allotment
(1) 'I‘a:u:ommssdmn POSSESSIONS !.—The Secretary shall P reontage of the State shall be considered to be 0.8
reserve not to exceed one half of 1 percent of the t : ' .
propriated under this subchapter inpeach fiscal ye:l:(;'g: p:;: a t]?zAg)BR w?‘t: ll: Ooun.h—l?or purposes of subpara-
ments to Guam, American Samoa, the Virgin aisnds of the D ) dotommisied ot 2 yonn beval:
, the Commonwea M - "
lands, and the Trust Territory of th: P.:m:l'l::" o Jﬁ:".'j'u',:. tobem{ n];_ptlll‘ed ‘{or the 2-year period beginning on Oc-
ted in accordance with their respective needs, 'uehrd te i: ﬁnt iﬁ' year beginning on the date
(2) INDIANS TRIBES.—The Secretary shali reserve not more (iiie) mn] atoo& s made; mi" th
than 3 percent of the amount appropriated under section 658B incomes e‘gu th :st. veraget Ceriod of 5 ber capita '
in each fiscal year for payments to rndian tribes and tribal or- ears for o;hicl: mt!sf actory riod of 3 consecutive
&’n)né:r:t;gnzl‘ with amleut ons approved under subsection (c). ¥he Department :f. Co:\m ::a ﬂ::nﬁ::?:l:clil\ed?t:l:
LOTMENT.— ination is made.
(1) GENERAL RULE.—From th zmm
under section 858B for each fiscal year romatnin anir o R GanganL, ATeor T GF DN CHILOREN.—
ervations under subsection (a), the Secretary shall allot to each subsection (a)2), the Secre may make ts to or ente
State an amount equal to the sum of— into contracts with Indian tribes or tribal grr;:nizationn ?ha{
(A) an amount that bears the same ratio to 50 nt submit applications under this section, for the planning and
of such remainder as the product of the young child factor out of programs or activities consistent with the pur-
of the State and the allotment percentage of the State poses 0?"\“ subchapter.
S i "% f the cmondng produca e 4\ |} il b oot sptcion o
. y n H
(B) an amount that bears the same ratio to 50 reent (A) COORDINATION.—The :p ’lcantpwill :oor;inate to
of such remainder as the uct of the school lunch factor the maximum extent feasible, with the lead agency in the
of the State and the aliotment percentage of the State State or States in which the applicant will carry out pro-
g::{: to the sum of the corresponding products for all . ‘““('l';f'é“ﬁ'iﬁ“ under this section. In th of
8. ERVICES ON RESERVATIONS.—In the case of an a
(2) YouNa ‘CHILD FACTOR.—The term “young child factor” licant located in a State other than Alaska, California, 3;
means the ratio of the number of children in the State under klahoma, programs and activities under this section will
6 years of age to the number of such children in all States as i be carried out on the Indian reservation for the benefit of
ﬂ‘mided by the most recent annual estimates of population in Indian children.
e States by the Census Bureau of the Department of Com- (C) REPORTS AND AUDITS.—The applicant will make
merce. such reports on, and conduct such audits of, rograms and
(3) SCHOOL LUNCH PACTOR.—The term “school lunch fac- activities under a grant or contract under tgis section as
tor™ means the ratio of the number of children in the State who the Secretary may require.
are receiving free or reduced price lunches under the school (3) CONSIDERATION OF SECRETARIAL APPROVAL.—In deter-
lunch program established unSer the National School Lunch mining whether to approve an application for a t or con-
Altlrt t(l: gtastec l75dl et seq.) to the number of such children in :;:‘;tide‘::g" this section, the tary sh take into
a 0 on— :
Agriculture, — | ctermined annually by the Department of (A) the availability of child care services provided in
(4) ALLOTMENT PERCENTAGE.— acﬁlprlt‘htl'l‘ce wiu||. thi: uubchapta:o by the St:te or States itg
(A) IN GENERAL—The allotment . which the applicant proposes to carry out a program
in determined by dividing the per capita incorss oF all Losr provide child care services; and vility Gncludi
idual (B) whether the applicant has the ability (including
viduals in the United States, by the per capita income of i
all individuals in the State. ' P skills, personnel, resources, community support, and other
: (2) l:’IMI'rA'EONs.—lf an allotment percentage deter- . ne::;s ;gg:::p:: :::,-'v)itto satisfactorily carry out the pro-
mined under subparagraph (A)— YEAR Y :
(i). exceeds 1.2 ':)ereent, then the allotment per- tion :}Z;}‘.H :,B z;,. peﬁ:,“',';":;t—é':fgeﬁrﬁﬂﬁ',:f“ under this eec-
2:::? 5;31‘ that State shall be considered to be 1.2 per- (6) DUAL ELIGIBILITY OF INDIAN CHILDREN.—The awardin
? of a grant or contract under this section for programs or activi-

—_—— ties to be conducted in a State or States shall not affect the
'80 In originsl. Should be *PossEssions”. eligibility of . y Indian child to receive services provi  or to
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participate in pro

grams and activities carrled our! under a
ant to the State or States under this subchapter.
d) DATA AND INFORMATION.—The Secretary shall obtain from
each appropriate Federal l’on?ﬂ the most recent data and infor-
°

mation necessary to determine the allotments provided for in sub-
section (b).

(e) REALLOTMENTS. — \

(1) IN GENERAL.—Any a:rtlon of the allotment under sub-
section (b) to a State that the Secretary determines is not re-
aulred to carry out a State plan approved under section

58E(d), in the period for which the nﬂotment is made avail-
able, shall be reallotted by the Secretary to other States in pro-
portlon to the original allotments to the other States,

(2) LIMITATIONS.—

hich & State 1 aniitiel to mou. of ahy rsalictment to
which a s en under [
reduced to the extent that it ucou{: the amount that the

Secretary estimates will be used in the State to carry out

a State plan approved under section 658E(d).

(B) REALLOTMENTS.—The amount of such reduction
shall be llmllarlr reallotted among States for which no re-
duction in an allotment or reallotment is required by this
subsection.
(3) AMOUNTS REALLOTTED.—For purrouu of any other sec-

tion of this subchapter, any amount reallotted to a State under

this subsection shall be considered to be part of the allotment
made under subsection (b) to the State,

(0 DEFINITION.—For the E:rponl of this section, the term
“State” includes only the 50 States, the District of Columbia, and
the Commonwealth of Puerto Rico.

(43 UB.C. 9358m)

OEC. 638P. DEFINITIONS.
As used in this subchapter: :

(1) CAREGIVER.—The term “caregiver” means sn individual
who provides a service directly to an eligible child on a person-
to-person basis.

(2) CHILD CARE CERTIPICATE.—The term “child care certifi-
cate” means a certificate (that may be a check or other dis-
bursement) that is issued by a State or local government under
this subchapter directly to s parent who may use such certifi-
cate only as payment for child care services. Nothing in this
subchapter shall preclude the use of such certificates for sec-
tarlan child care services if freely chosen by the parent. For
purposes of this subchapter, child care certificates shall not be
considered to be grants or contracts.

(3) ELEMENTARY 8CHOOL.—The term “elementary school”
means a day pr residential school that provides elementary
education, as d$termined under State law.

(4) ELIOIBLE CHILD.—The term “eligible child” means an
individual—

(A) who is less than 13 years of age;

——
180 in eriginal Bhould be “eut”.
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(B) whose family income does not exceed 75 percent of
the State median income for a family of the sams size; and
(C) who— N
(i) resides with a parent or parents who are work-
ing or attending a job training or educational program;
r

(i1) is receiving, or needs to receive, protective
services and resides with a parent or parents not de-
scribed in clause (1). .

(5) Eug::it: ‘gllll.b CARE PROVIDER.—The term “eligible
hild eor” means—
¢ e“(‘A a center-based child care provider, a group home
child care provider, a family child care provider, or other
provider of child care services for compensation that—

(1) is licensed, regulated, or stered under State
law as described in section 658E(c)X2XE); and

. (ii) satisfies the State and local

cluding those referred to in section 868E(c)X2XF);

e i e Savvider” toas 1o" 18 oara of age or

care provider that is

olde:' wh: provides child care services only to eligible chil-
dren who are, by affinity or consanguinity, or by court de-
cree, the dcinlld, niece, or nephew of such provider, if
such provider is registered and complies with any State re-
quirements that govern child care provided by the relative
involved.

6) FAMILY CHILD CARE PROVIDER.—The term “family child
enn(p)rovidor" means one individual who provides child care
services for fewer ﬂ;:n 24 hours per day, as the sole caregiver,
and (‘?)'135‘:17«“1-:;:2?5. term “Indian tribe” has the meﬁan—
o goze e Sk ¥ Sl el St

ce 8.C. .
and (8)ui.u:)n AGIP:CY.—'I:I:ﬂ hr;ga;l(n)d sgency” means the
d ),
agen(cgy) %“Anm'n.f'l"g: “torm' 'po:rent" Iaeludu a legal guardian
or other standing in loco eﬂ‘nn .. hool”

10) SECONDARY SCHOOL.—The term “secondary schoo
men:u )n dlydor m::::l:tlaldlchsoto.l“wlhl:h provides secondary

eterm! under aw.
educ(nlt{gnbmn ARY.—The term “Secretary” means the Seti:
retary of Health and Human Services unless the context spec
fies otherwise. . " o®

SLIDING FEE BCALE.—The term “sli ee sca

mea:'nlsz)a system ol;l cost sharing by a family based on income
and size of the family. b ral

—The term "State” means any of the seve
Stau(s:a)thst;rglirh-lct o? Columbia, the Virgin Islands of xl: Unit-
ed States, the Commonwealth of Puerto Rico, Guam, 2 llznc:n
Samoa the Commonwealth of the Northern Mariana lslands,
and ! the Trust Territory of the Pacific Islands.

O ——

1Ra tre ~rininal Ahould strike “snd” *or”.

ments, in- .
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(14) TRIBAL ORGANIZATION.—The term “tribal organization”
has the meani it in section 4(1) of the Indian Self-De-
termination an?gtil‘:l.e:tionn;uhhnu Act (26 U.8.C. 460b(1)).

(42 U.S.C. 9888n)

. BEC. 858Q. PARENTAL RIGHTS AND RESPONSIBILITIES, '
Nothing in this subchapter shall be construed or :rplled in any
manner to infringe on or usurp the moral and legal rights and re-
sponsibilities of parents or leg:q guardians,
(42 U.8.C. 98580)

SEC. ¢5SR. SEVERABILITY. .

If any provision of this subchapter or the application thereof to
u'\‘y rrson or circumstance is held invalid, the nvalidity shall not
affect other provisions of applications of this subchapter which can
be given effect without regard to the invalid p on or applica-
timL,lnnd to this end the provisions of this subchapter shall be sev-
erable.

(42 U.8.C. 9888p)
IBEC. 6888.7)

———
'Boetlulb)dhhlhhvlﬂ-wl- ts amend this subcha canaol
ﬁl‘d"bouuu it incorrectly cited the ahort tj of this subchapier, m'::.':.'...e nn::u":.l

m.cmmmmmmmnmmmmm.

(b) PAvments ExcLungo From INcoME.—The Child D-nhru QOrant
:::::I::.“ of 1992 (42 US.C. 9888, ot q.) Is lm?:b.y.‘lﬂh. a lho‘ozlh& Nbvri

“8EC. 6338, MISCELLANEOUS PROVISIONS.

'Notwlthnndh.uyulmh'.lhvduolu provided or arranged
R P e b S e S
ally-asslsted program that bages eligibility, or tho?nounr b-oﬂh..z ..‘...l’«hnl or Foder:



THE CLINTON ADMINISTRATION and CHILD CARE

over the past two years the Administration has worked to

ensure increased resources for child care, streamlined
operations, increased technical assistance efforts, and provide
more flexibility:

@)

The President’s budget for the last two years included
increases for child care. Our welfare reform package
included funds to continue the child care guarantee for
families moving towards self-sufficiency and an increase of
$1.5 billion for working poor families.

Last spring, ACF developed and published a Notice of
Proposed Rule Making designed to remove barriers to
coordination of child care services and to provide more
flexibility to States.

We streamlined federal child care by bringing together the
operations of the four main child care programs administered
by ACF into a Child Care Bureau.

We have convened a Federal Child Care Partners Group to help
bring comprehensive services into child care settings.

We are working to stimulate partnerships between the health
and child care communities to ensure safe and healthy
environments for children in child care.

We have launched a National Child Care Information Center to
disseminate child care information, publications, and
resources to grantees and the public.

We convened the states to share promising practices around
key issues such as: ensuring health and safety in child
care, infant care and school age care.

We are providing on-site technical assistance for grantees
to improve program operations.



Creation of the Child Care Bureau

In January 1995, the Administration created the Child Care
Bureau housed in the Administration on Children, Youth, and
Families.

o

The new Bureau represents responsible streamlining by
consolidating all child care programs in a single
administrative location.

This allows for more coordination among the four
programs. Ultimately this may be more cost effective,
requiring a smaller staff that has more cross-cutting
knowledge.

The move is in line with thinking in the Congress about
greater program coordination and possible
consolidation.

It allows a more cohesive, two-generational approach to
child care, moving all our programs to a location where
the needs of children -- our next generation in the
national work force -- are given equal weight to the
needs of parents to work towards self-sufficiency.
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PRM. Personal record misfile defined in accordance with 44 U.S.C. b(9) Release would disclose geological or geophysical information
2201(3). concerning wells [(b)(9) of the FOIA]

RR. Document will be reviewed upon request.
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ACF Focuses on Health and Safety

he Administration for
E Children and Families
(ACF) is spearheading
an initiative within the
Department of Health and Human
Services to promote health and
safety in child care. This is an
outgrowth of ACF's child care
goals, which center on strengthening
partnerships with state, territorial
and tribal grantees in order to
improve services to children and
families. = The goals emphasize
coordination across funding sources
to streamline child care operations,
increase efficiency, and promote
high quality comprehensive
services.

The health and safety
initiative is based on a twofold
premise.  First, greater attention
needs to be paid to health and safety
issues in child care programs.
Second, child care settings provide
opportunities to promote the health
of children. Arrangements can be
made to ensure that children are
fully immunized and that eligible
families have access to Medicaid
and WIC (Supplemental Food
Program for Women, Infants and
Children) benefits.

ACEF key activities include the
implementation of a new inter-
agency agreement with the
Maternal and Child Health Bureau
(MCHB) to sponsor a national
forum on health and safety in child
care and to conduct further analysis
of state and tribal health and safety
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U.S. Department of

Health and Human Services
Administration for Children and Families
A nistration on Children,

Youth and Families

standards. The National Symposium
on Health and Safety in Child Care,
planned for the spring of 1995, will
bring together experts from the
public and private sectors to discuss
child care health and safety issues
and practices. The analysis of child
care standards will compare state
and tribal standards and Child Care
and Development Block Grant
(CCDBG) health and safety
requirements to recommendations
developed by the American Public
Health Association (APHA) and the
American Academy of Pediatrics.

Health and safety were
showcased at the National Child
Care Conference, sponsored by
ACF, held in Washington, DC in
October. The conference included
sessions focused on violence
prevention, nutrition in child care
programs, immunizations, health
and child care collaborations, and
mental health services.

ACEF also plans to conduct 10

regional forums across the country
for states, territories and tribes. The
goal of these meetings will be to
focus on health and safety issues and
to forge new partnerships with other
federal agencies. ACEF child care
staff have been working with the
Centers for Disease Control (CDC)
to develop a five year plan for child
care health and safety. They have
also been working closely with the
Administration on Developmental
Disabilities (ADD) to stimulate
support for integrating children with
special needs into child care.
Finally, efforts are underway to
promote new linkages between ACF
and the Health Care Financing
Administration (HCFA) around
Medicaid outreach to eligible
children served in child care.

Please send information on
promising health and safety
initiatives related to child care to
the National Resource Center for
Health and Safety in Child Care
(703-524-7802).
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Child Care in the 104th Congress:
Issues and Legislation

SUMMARY

Child care issues are likely to be con-
sidered during the 104th Congress for
several rcusons. First, the Child Care and
Development Block Grant (CCDBG) and
related programs are scheduled to expire at
the end of FY1995, and reauthorization
proposals are likely. Second, welfare re-
form tops the domestic agenda for both
Congress and the Administration, and child
care is generally considered critical in ef-
forts to promote self-sufficiency for welfare
families. Finally, the 104th Congress is
likely to consider proposals to streamline,
coordinate and possibly consolidate various
human service programs into block grants
to the States, and child care is expected to
be included in these proposals.

In general, child care services nrovide

custodial care for children to enable their
parents to work or participate in schcol or
training, and may also provide education or
developmental activities for young children.
The Federal Government provides signifi-
cant Federal funding for child care through
a variety of programs. In addition, funds
for child care are sometimes included in
programs with very different purposes
(such as the Job Training Partnership Act
or Community Development Block Grants),
making it difficult to identify and categorize
all sources of Federal funds that can be
used for child care. The single largest
source of Federal support for child care is
actually provided under the tax code
through the child and dependent care tax
credit.

Of the major Federal child care pro-
grams, four are relatively new and will
likely be the main focus of child care discus-

sions in the 104th Congress. These include -

Congressional Research Service e The Library of Congress

child care for families receiving Aid to

- Farmiliac with Deperdent Children (AFDC)

and Transitional Child Care for femilias -
leaving AFDC, which were created as part
of a welfare reform initiative in 1988, and
two programs for low-income working
families, the CCDBG and At-Risk Child
Care, which were created in 1990. Estimat-
ed Federal spending for these four progra-
ms in FY1995 is $1.9 billion.

Since 1990, concern has developed that
too many Federal child care programs now
exist, with inconsistent and uncoordinated
eligibility rules and other requirements that
interfere with service delivery and cause
children and families to experience disrup-
tions in their day care arrangement. In
additinrn  deapite significantlv increased
Federal spending for child care, concern
persists that the Nation’s supply of high
quality child care is inadequate to meet the
need. Reauthorization proposals are likely
to address these concerns.

In its welfare reform proposal submitted
during the 103rd Congress, the Administra-
tion would maintain existing child care
programs under AFDC, make them more
consistent with the CCDBG, and increase
funding for AFDC-related child care by an
estimated $5.5 billion between FY1996 and
FY1999. The House Republican Contract
with America also would maintain existing
AFDC child care programs, but would end
their entitlement status and place a cap on
spending growth. The Republican leader-
ship also has indicated interest in consoli-
dating various human services programs,
possibly including child care, into broad
block grants to the States.

&
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MOST RECENT DEVELOPMENTS

The House Republican leadership of the 104th Congress has pledged to bring to the
House floc~ and vote = 10 pieces of legislaticn contained in the Contract witk America
within the first 100 days of Congress. One of these measures is the Personal
Respinsitility Act, o welfare reform progposal that would, among other things, eiimintiz
the entitlement status of child care for welfarc recipicnis and place a cap on spending
growth for these programs. The Act was introduced on Jan. 4, 1995, as H.R. 4, and five
days of hearings are scheduled throughout January in the House Ways and Means
Subcommittee on Human Resources. The Clinton Administration proposed welfare
reform legislation last year that would significantly increase spending for these
programs. The 104th Congress also is likely to consider reauthorization of the Child
Care and Development Block Grant, and may consider proposals to consolidate Federal
child care programs into a block grant to States.

BACKGROUND AND ANALYSIS

Child care issues are likely to be considered during the 104th Congress for several
reasons. First, the Child Care and Development Block Grant and several related
programs are scheduled to expire at the end of FY1995, and reauthorization proposals
are likely. Second, welfare reform is at the top of the domestic agenda for both
Cungrasc and the Administration, aad .hild core is geuerally considereu criucai in
efforts to promote economic self-sufficiency for welfare families. Finally, the 104th
Congrass is likely to consider proposals to streamline, coordinate and possibly
consolidate various human service programs into block grants to the States, and child
care is expected to be included in these proposals.

This issue brief identifies existing child care programs, and discusses issues and
proposals in the three contexts mentioned above: reauthorization of existing programs;
child care as a component of welfare reform; and consolidation and block grant
proposals. The shift to a Republican-led Congress is likely to affect the debate that
might otherwise occur on program reauthorization and increase the emphasis placed
on consolidation and block grants. However, many issues overlap and could be raised
in any of these contexts. Legislation and additional readings are listed at the end of
this issue brief.

Existing Federal Child Care Programs

In general, child care services provide custodial care for.children to enable their
parents to work or participate in school or training, and may. also provide early
childhood education or developmental activities for young children. The Federal
Government provides significant Federal funding for child care through a variety of
programs, of which several support or provide child care as their primary or exclusive

Ir addition to programs that were specifically crcated to support child care
services, funds for child care are sometimes included in programs with very different
purposes, making it difficult to identify and categorize all sources of Federal funds that
can be used for child care. An example of this last category is the Job Training
Partnership Act, which provides training for disadvantaged and dislocated workers but
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allows a portion of funds to be used for child care to enable workers to participate in
training. Another example is Community Development Block Grants, which support
community and economic development activities to benefit low- and moderate-:ncome
pecple, but allow limited use of funds for public services such as child ~==z. Further,
certain education programs provide developmental and educational services to
preschool-aged children, whirh can include some limited ehild care (e.g., Title I of the
Elemeatary and Secondary Education Act, Even Start, the Individuals with Disay.iities
Education Act). '

The single largest source of Federal support for child care is provided under the
tax code through the child and dependent care tax credit, which is a non-refundable tax
credit for up to 30% of a limited amount of employment-related child care expenses on
behalf of children under age 13 (or an incapacitated dependent or spouse). The
maximum credit is $720 for one child, and $1,440 for two or more children. In FY 1995,
the estimated revenue loss associated with the credit is $2.8 billion. (This issue brief
does not further discuss tax proposals.)

Of the major Federal child care programs, four are relatively new and will likely
be the main focus of child care discussions in the 104th Congress. These include child
care for families receiving Aid to Families with Dependent Children (AFDC) and
Transitional Child Care for families leaving AFDC because of increased earnings, which
were created as part of a welfare reform initiati-= in the Family Support Act of 1988
(P.L. 100-485). and twe programs for low-incom«. werking fawilics, the Child Care and
Development Block Grant and At-Risk Child Care, which were created under the
Omnibus Budget Reconciliation Act of 1990 (P.L. 101-508). Totol Federal spending for
these four programs is an estimated $1.9 billion in FY1995. Issues affecting these
programs and potential legislative changes are discussed in later sections of this issue
brief.

The following briefly describes selected Federal programs that most directly
support child care. Unless otherwise noted, these programs are administered by the
Department of Health and Human Services (HHS).

The Child Care and Development Block Grant (CCDBG) authorizes grants
to States for child care activities, including services for school-aged children and
activities to improve the quality of care. States may subsidize the child care costs of
low-income families (income at or below 75% of State median) in which both parents
or a single parent is working or attending school or job training. Child care providers -
receiving assistance must meet all applicable Stat: and local licensing and regulatory
reyuirements, and health ...d safety standards. Providers that are exempt from Siate
or local licensing or regulation must register with the State to receive funding.
Allocations to States require no match and are based on State population of low-income
children and per capita income. The CCDBG is scheduled to expire at the end of
FY1995; appropriations are $935 million in FY1995.

Child Care for Recipients of AFDC is permanently authorized under Title IV-A
of the Social Srcurity Act. Federal law requires States to "guarantee” child c.c: to
AFDC recipients who nced such care to work or participate iu education or training.
State welfare agencies may provide services directly, arrange for child care with
providers through contracts or vouchers, provide cash or vouchers in advance to
families, reimburse families for amounts spent, or use other arrangements. States also
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may disregard certain child care expenses (up to $175 per month for children age 2 and
older; up to $200 per month for children under 2) from a family’s earned income when
calculating the family’s AFDC eligibility and benefit level. Child care must meet
applicable State and lo2n] standards, and centz=-based care must meet State and lozal
health and safety standards. Funds are provided to States on an open-ended
entitlemant hasie, 2nd are matchead =t the same Federal matching rate used in Medicaid
(varies between 50% and 79%; based on State per capita income). In FY1995, $555
million was appropriated for the Federal share of AFDC Child Care.

Transitional Child Care for up to one year after leaving AFDC is available for
families that become ineligible for AFDC because of increased earnings, but who need
child care to remain employed. The program operates under the same rules as AFDC
Child Care described above, except that. families must contribute to the cost of care in
accordance with a sliding fee schedule established by the State. Transitional Child Care
is permanently authorized under Title IV-A of the Social Security Act. Funds are
provided to States on an open-ended entitlement basis, subject to the Medicaid
matching rate. The Federal share of Transitional Child Care is funded at $156 million
in FY1995.

Also permanently authorized under Title IV-A of the Social Security Act is child
care for low-income families who need such care to work and are at-risk of becoming
dependent on AFDC. This program, known as At-Risk Child Care, is a capped
entitlement to Statee svhiect tn the Medizaid Iuatching rate. The surrent anuual eap, |
and FY1995 appropriation, is $300 million. State allotments are based on a State’s.
reialive number of children under age 13. Families must contribute to the cost of chiid
care according to a State-established sliding fee schedule, and providers must meet
applicable State and local standards; providers exempt from such standards must be
registered with the State.

The largest source of direct Federal support for child care is the Child and Adult
Care Food Program, an open-ended entitlement administered by the Department of
Agriculture. This program is permanently authorized under the National School Lunch
Act of 1946, and provides Federal funds. and in some cases commodities, for meals and
snacks served to children in licensed child care centers, family and group day care
homes, and Head Start centers. Children under age 12, migrant children under age 15,
and handicapped children of any age may participate, although most of the children
served are preschoolers. Eligible providers are public and private nonprofits; for-profit
providers may participate if at least 25% of the children in their care receive support
from the Social Services Block Grant. Funds are provided in 2ccordance with inflation-
adjusied reimbursement rates that vary with the type of meal or snack served and the
family income of the participating child. Although adult day -care centers may
participate, more than 98% of expenditures are for children. FY 1995 appropriations are
$1.6 billion. '

State Dependent Care Planning and Development Grants provide matching
- grants (75% Federal matching rate) to States for before- and after-school child care-
programs for sckoul-aged children, and resourse and refcpral programs thui piovide
information on dependent care services, including services for the elderly. States must
use 60% of their grants for programs that target school-aged children in low-income
families, and 40% for resource and referral services, although these percentages may be
waived by the Secretary. Child care providers must meet applicable State and local
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licensing and regulatory requirements. This program is scheduled to expire at the end
of FY1995; Federal funding in FY1995 is $13 million.

Child Ps~velopment Associate (CDA) Credential Scholarshins for eligible
candidates are supported by Federal grants to States. This credential is awarded by the

Council for Early Childhood Professional Recognition to child care workers who have .

demonstrated their- 'hild deveicpment skills through training and experience.
Scholarships are available to individuals whose income does not exceed 130% of the
Lower Living Standard by more than 50%, and cover the cost of the CDA application,
assessment and credentialing. State allocations are based on total State population and
no match is required. This program is authorized through FY1995 and is funded at $1
million in FY1995.

Although not specifically a child care program, a significant source of Federal
funding for child care is the Social Services Block Grant (SSBG), which is a capped
entitlement to States under Title XX of the Social Security Act and provides flexible
funds for a variety of services. Data on the use of SSBG funds are limited. However,
HHS reports that in FY1991, 47 States used some portion of their SSBG allotment for
child care. Of 23 States responding to a voluntary survey on SSBG expenditures in
FY1990, 20 reported spending money on child care, accounting for about 16% of their
total social services expenditures in that year. Child care providers receiving SSBG
funds must meet applicable State and local standards. SSBG allocations to States are
based on total State population. and require no match. The currepr exnenditure ecan,
and FY1995 appropriation, is 32.8 billion.

Head Start is sometimes characterized as a child care program, although its part-
time nature does not generally meet the needs of full-time working parents. Head Start
is an early childhood education program, providing primarily part-day services during
the school year to low-income preschool children. However, some grantees coordinate
with other programs to provide all-day care. Head Start is intended to provide
comprehensive services to eligible children and requires extensive parental involvement.
Concerns raised in recent years about Head Start include the changing needs of families
served by the program, such as the need for full-time child care while parents work or
participate in school or training. Recent amendments include the need for full-day, full-
year services as a criterion for the Secretary to consider in awarding Head Start
expansion funds. Head Start funds are awarded directly to local grantees according to
a formula based on numbers of welfare children and poor children under age 6. A 20%

non-Federal match is generally required. Head Start is authorized through FY1998, .

and is funded at $3.2 billion in FY1995.

Finally, several child weifare programs allow use of funds for child care services
although their primary purpose is care and protection of abused, neglected or otherwise
vulnerable children. These programs, and their authorization status and FY1995
funding levels, include: Child Welfare Services, permanently authorized, $292
. million; Family Preservation and Family Support Services, authorized through
FY1998, $150 million; Abandoned Infants Assistance, authorized through FY1995,

$14 million: Tempor=+y Child Care ‘o Children vrith Disabii..les ar? Trisis.

Nurseries, authorized through FY1995, $12 milliou; and Community-Based Faunily
Resource Centers, authorized through FY1995, $31 million.
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Reauthorization of Existing Programs

Prior to 1988, there were few Federal programs that supported child care narrowly
defined as their exclusive or primary purpose, wiih the exceptions of the Child and
Adult Care Food Program and the child and dependent care tax credit. Between 1988
and 1990, however, four significant Federal progran.s were enacted to help promote 2nd
maintain economic self-sufficiency for welfare recipients and low-income working
families by providing child care for their children. Of these four programs, three are
permanently authorized under Title IV of the Social Security Act, which authorizes
AFDC, but the CCDBG is authorized only through FY1995. As listed above, several
small discretionary programs also are scheduled to expire at the end of FY1995.

The lengthy and contentious debate that preceded enactment of the CCDBG and
At-Risk Child Care in 1990 centered on such questions as what type of Federal
subsidies should be available for child care; who should be eligible to receive subsidized
child care; should the Federal Government establish national child care standards;
should religious child care providers be allowed to receive Federal funds; and how
should parents be assured of choice in their child care arrangements. These issues
continued to be debated within Congress and the Bush Administration during the
process of developing regulations for the 1990 legislation.

Since 1990, concern has developed that too many Federal child care programs now
exist, with irrconsisten: and untcordinated eugibinty ruies and other requirements that
interfere with the smooth delivery of services and cause children and families to
experience disruptions in their day care arrangement. In addition, despite significantly
increased Federal spending for child care, concern persists that the Nation’s supply of
high quality child care is inadequate to meet the need.

Although formal legislation was not submitted last year, the Administration’s
FY1995 budget proposal called for consolidation of several small child care programs
- into the CCDBG. Specifically, State Dependent Care Planning and Development
Grants, Temporary Child Care and Crisis N urseries, and CDA Scholarships would have
been eliminated and funding for the CCDBG would have been increased. HHS budget
documents stated that the proposal was intended to "provide States with a single source
of funding for these complementary activities, increase the efficiency of the Federal
grants process, and reduce the number of discretionary programs.” No action was taken
on this proposal during the 103rd Congress.

The Clinton Admiinistrstion has also attempted to promote coordination among
Federal programs and eliminate barriers to high quality care by proposing new
regulations, in the May 11, 1994, Federal Register, that would affect the CCDBG and
AFDC-related child care programs. Final regulations have not yet been issued.
However, the proposed regulations are consistent in philosophy, and in some cases
similar, to child care provisions in the Administration’s welfare reform proposal
(described later), and could possibly also appear in proposals to reauthorize the CCDBG.
~Given ‘the interest' within the Administration and among child care observers_jn
" ereating 2 “seamless delivery system, it is likely that CCDBG reauthorization proposals
could also include amendments to the AFDC-related child care programs, and could
possibly include some program consolidations.
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To opromote uniformity and give States an incentive to improve quality, the
proposea regulations would eliminate a current CCDBG rule (which does not exist
under AFDC-related child care) that limits payment. differentials between different
categeries oica~" to no more Ll.an 107, Likewise, the proposal =nuld estabiish uniform
rules for in-home child care under the CCDBG and AFDC-related programs, and provide
© gicatis Gexibiliy te' Giaics in providing such care. The rule would eliminace tne
"effects test” that currently applies tc CCBG but not AFDC, which pronibits States
from adopting procedures or requirements, including health and sar*y standards, that
could have the effect of limiting parental access to a category or type of child care or
provider. The proposal also would amend existing AFDC and Transitional Child Care
rules regarding determinations of mental or physical incapacity in children over 13, to
make them consistent with rules for At-Risk Child Care and the CCDBG and to allow
States greater flexibility in making these determinations.

Other proposed rule changes would establish, under all three AFDC-related
programs, that child care could continue for one month for a child whose parent became
unemployed but was engaged in job search. To allow smoother movement from AFDC
Child Care to Transitional Child Care and prevent gaps in service, the rules also would
allow States to provide Transitional Child Care without the family havir~ to formally
request such care. Other proposals intended to improve the quality of scrvices would
allow States to pay higher rates for "higher quality" care, as defined by the State, and
would allow States to use a greater proportion of CCDBG funds for activities to
imorotrs mnile By and qualily o€ zzevices. The rules alsc woi!? require that childs m
in CCDBG-funded child care be immunized. In its preamble to the proposed
regulations, HHS states that there is no siatutory basis to require iminunization for
children in AFDC-related child care, but "strongly encourages" States to adopt this
provision. As discussed later, the Administration’s welfare reform ; "oposal would
amend the AFDC statute to require immunization for children in AFDC-related child
care.

Child Care as a Component of Welfare Reform

Both President Clinton and the Republican leadership have placed welfare reform
at the top of their domestic agenda for the 104th Congress. As of now, the Clinton
Administration’s position on welfare reform is embodied in its proposal of the 103rd
Congress, the Work and Responsibility Act of 1994 (H.R. 4605/S. 2224). However, the
Administration has announced plans for a bipartisan conference on welfare reform in
January with Members of Congress, governcrs and mayors. The House leadership’s
position is represented by the Personal Responsibility Act in the Contract with Americe,
which was introduced on Jan. 4, 1995, as H.R. 4, although revisions to this legislation
are likely. Each takes a very different approach to welfare reform; however, the
intended outcomes of both measures include shorter stays on AFDC, greater
participation in education and training programs, and some form of subsidized work for
recipients who fail to obtain a private sectc: b after a limited time -riod. The House
Ways and Means Subcommittee on Human Resources has scheauled five days of
hearing= nn welfare reform during January. -

Specifically with regard to the child care component of welfare rerorm, the
Administration proposes to maintain existing child care programs under AFDC, make
them more consistent with the CCDBG, and significantly increase funding. The
Congressional Budget Office (CBO) estimates that the Administration bill would
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increase Federal spending for child care by almost $5.5 billion between FYs 1996 and
1999. The Personal Responsibility Act also would maintain existing AFDC child care
programs, but would end their entitlement status and place a cap on spending growth.
T "l . * .. . B .-
In addition to these two measures, numerous welfare reform proposals are
- expected to be offered in the 104th Congress; some two dozen wepe introduced in the—

C —

103rd Congress. Chiid care issues likely to be ruised include the adequacy of child care -
resources for AFDC recipients if participation requirements in education, work or
training programs are made more stringent. The General Accounting Office (GAO)
reported in May 1994 that only about 6% of AFDC recipients, and about 30% of JOBS
participants, actually receive subsidized child care. States assert that matching
requirements under the AFDC child care programs make it difficult for some to claim
all the AFDC child care funds to which they are entitled. On the other hand, if States
are required to provide child care services to welfare recipients who are attempting to
become self-sufficient, fewer resources may be available for low-income working families
who have no connection with the welfare system. In fact, GAO found that some States
already are using their CCDBG funds, which are intended for the working poor, to
provide child care for welfare recipients and that long waiting lists exist in some States
for low-income working families to receive subsidized child care.

Additional issues include the same child care concerns that could be raised in
connection with program reauthorization, such as coordination of programs and quality
. of services. Quality issues could become increasingly eimnificant.ifuwelfare reform - Rt
proposals would result in a greater number of children, especially younger children,
beiiig placed in child care because their parents are required to enroll in education,
training or work programs to receive AFDC benefits further.

The following is a more detailed description of the child care provisions in the
Administration bill and the Personal Responsibility Act. For a broader discussion of
welfare reform in the 104th Congress, see Time-Limited Welfare Proposals, CRS Issue
Brief IB93034.

Administration Proposal. As introduced in the 103rd Congress, the Work and
Responsibility Act would limit the amount of time certain individuals could receive cash
benefits under AFDC without working. Specifically, adult recipients who were born
after 1971 and have no child under age 1 would be allowed to receive AFDC for 2 years,
during which time they would participate in education or training under the Job
Opportunities and Basic Skills (JOBS) program. For recipients still jobless at the end
of this 2-year period, States would be required to establish an oyment program..
called WORK. Participants in WORK would be paid for hours worked--an average of
between 15 and 35 hours per week--and could receive a supplement if necessary to -
maintain the same level of income as under AFDC.

As described earlier, current law requires States to guarantee child care for AFDC
~ recipients who need such care to participate in education or training. The Clintonbill,.
~~would expand the population required to participate in education and training. (b
lowering the age of z vétipient’s young@i child from 3 years to 1- year), and-would
extend the child care guarantee to participants in the WORK program. The
Administration bill would increase the Federal matching rate for AFDC Child Care,
Transitional Child Care, and At-Risk Child Care from the existing Medicaid rate to an

"enhanced” Medicaid rate that could be no lower than 65% in FY1996 and would
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gradually rise to a minimum of 70% in FY2000. The proposal also would gradually
increase the entitlement cap for At-Risk Child Care from its current level of $300
million to $600 million in FY1997, $1 billion in FY1999, and $1.3 billion by FY2004.

In addition to expanding resources for AFDC-related  ild care, the
Administration’s bill zont=ins nrevigions intended t~ make existinc ~~ .eral child care
- "ograms more consistent. For example, tne State welfare agency - id Le allowed to
contract with the State’s lead agency under the CCDBG for admir.: - -~ation of AFDC-
related child care. Regardless of which agency administers the ;- :grams, CCDBG
health and safety standards and other requirements, including a common sliding fee
schedule, would be made applicable to AFDC-related child care. States would be
allowed to continue children in subsidized child care during temporary interruptions
in a parent’s employment. States also would be required to offer working AFDC
families a choice of the earnings disregard, including a supplement to the disregard if
actual costs exceed the disregard amount, or direct payment for child care. Thus,
working AFDC recipients could receive the same level and type of child care benefit as
provided to AFDC recipients attending education or training under JOBS, or recipients
of Transitional Child Care and At-Risk Child Care.

Other provisions in the Administration’s proposal would require States to assure
that all children in AFDC-related child care programs are immunized and that no child
has access to toxic or illegal substances or weapons in a child care setting. States would
be probibited from lowering their statewide child care pavment leveis frow those in
effect on Jan. 1, 1994, and would be required to periodically revise their sliding fee
schedules. States wuuld be allowed to claim reimbursement for licensing and
monitoring activities as administrative expenses, subject to a $15 miilion annual cap,
and 10% of At-Risk Child Care funds could be used to improve the quality of child care
services (as described under the CCDBG) and to increase the supply of chiid care for
infants and very young children in low-income communities.

According to CBO’s preliminary staff estimate released in December 1994, Federal
outlays would increase by slightly more than $3.8 billion during FYs 1996 through 1999
for child care costs associated with the Administration’s proposed expansion of JOBS
and creation of the new WORK program. (This amount includes $275 million in
increased spending under the Child Care Food Program.) Proposed increases in the At-
Risk Child Care entitlement ceiling would cause additional spending for that program
of more than $1.3 billion during FYs 1996 through 1999. CBO estimates remaining
child care costs during FYs 1996 through 1999 would be $325 million, including $45
million under Medicaid for chiidhood itamunizations. The total price tag, therefore, of
the Administration’s child care provisions would be an estimated $5.5 billica in outiayz
during FYs 1996 through 1999. CBO estimates the cost of the Administration’s entire
welfare reform package, including the child care provisions, to be almost $11.8 billion.

Contract with America Proposal. The Personal Responsibility Act (H.R. 4) in
the House Republican Contract with America would deny AFDC benefits to certain
categories of recipients (children born out-of-wedlock to young mothers, subsequent

child.>r of mothers already rece: siiig AFDC ca behalf of another child, =2 Laildrex for - -

whom paternity is not established). Adult AFDC recipients could receive benefits and
would be required to participate in JOBS for no longer than 2 years, after which they
would be required to participate in a State-established work program at least 35 hours
per week to continue to receive benefits. No family could receive benefits for more than
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5 years, and States could terminate benefits completely after 2 years if 1 year were
spent in a work program. Current law exemptions from mandatory JOBS participation
would be eliminated, and by FY2003, States would have to enroll at least half of all
AFDC familie: in the mandatory-wask®#ogram after 2 years cfbenefits, - :

—— Existing child care—pwgraﬁs under AFDC would be maintained, and presumaty== . .-~

States would still Be required to guarantee child care for recipiewts who need such care
to participate in education or training. However, the Personal Responsibility Act would
eliminate the States’ entitlement to funding and would cap the spending growth of
AFDC, including its child care components (AFDC Child Care, Transitional Child Care,
and At-Risk Child Care). The impact of this provision must be considered in connection
with the eligibility and work and training requirements described above.’ Specifically,
the legislation would increase the proportion of AFDC recipients required to participate
in education, training or work, potentially increasing the need for child care services.
However, the proposal aiso would categorically deny AFDC benefits to significant
groups of currently eligible participants, thereby eliminating their eligibility for AFDC
Child Care or Transitional Child Care. At the same time, the target population for At-
Risk Child Care and the CCDBG would likely increase.

The Personal Responsibility Act would prohibit noncitizens from participation in
60 Federal assistance programs, including AFDC-related child care and the CCDBG.
Further, States could choose to opt out completely of the AFDC program and convert
paymenta.that “vould. etherwise be-made to the State ints-a fived biock grant, tovbn
spent for a program of the State’s own design to serve needy families with dependent
children. Another component of the Act would repeal several nutrition programs,
including food stamps and the Child and Adult Care Feod Program, and consolidate
their funding into a block grant to States with a cap on spending. (See below for
discussion of block grants.)

Consolidation and Block Grants

The debate over broad block grants versus categorical programs as the best way
for the Federal Government to finance human services delivered at the State or local
level has been ongoing for decades. Most recently, in the early 1980s, President Reagan
proposed to consolidate a large number of categorical health and social services
programs into block grants to States, and had limited success. Of most relevance to
child care, President Reagan proposed to combine 12 programs, including child care for
low-income families funded under Title XX of the Social Security Act, into a single

.Social Services Block Grant to States. Congress chose to include only Title XX

activities in the new Social Services Block Grant enacted in 1981, but did eliminate
most Federal requirements then in effect under Title XX, including national child day
care standards and Federal eligibility criteria.

Provisions to coordinate and in some cases consolidate human services programs
have appeared in many. P sals in recent years, especially in the areas of education,
employment and training; and social services. .Tha House Republigan leadership has
included a major nutrition consolidation and block grant in its welfare reform proposal
that would include the Child and Adult Care Food Program along with food stamps,
school lunch and child nutrition, special supplemental feeding for women, infants and
children (WIC), and other nutrition programs. Existing authority for these programs
would be repealed and States would receive a block grant allotment to be used for
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similar activities. The Republican leadership has indicated interest in additional large-
scale block grants, possibly including a consolidation of child care. The following
discussion raises a number of questions that might be asked in designing and evaluating
a chi'd care block grant.

A fundamental first question with regard ic ckild cor- is. which progrzzic would
be included 1u a block ‘—2nt? As described earlier, there are several ¥ederal child caxe
programs, supplement: : by numer---s non-child care programs that allow limited use
of funds for child care purposes. Would all sources of Federal support for child care be
included in a block grant, or only those programs with child care as their primary
purpose?

An even broader question is: what would the purposes of a child care block grant
be? Looking only at Federal programs that are specifically child care-related, a number
of different purposes now exist. For example, some programs provide child care for
welfare recipients to support their efforts to become self-sufficient. Others provide
services to low-income working families to help them remain self-sufficient and keep
them out of the welfare system. The CCDBG provides funds for direct services, but also
to improve the availability and quality of services. State Dependent Care Planning and
Development Grants are specifically intended for before- and after-school care. CDA
scholarships help upgrade the skills and mobility of child care workers.

Deliniug the prnnse af a Federal ~hild eare blark ceart swarld heln ancwer gunh
questions as: Should there be Federal eligibility criteria and, if so, what population
should they target? Should Federal law piescribe alicwable activities, or simply spenify
activities for which Federal funds cannot be used? Are there Federal priorities that
should be protected by mandating certain activities, or earmarking a portion of funds
for a specific use? For example, if a single block grant were the primary source of
Federal funds for child care, there would likely be competition for resources between
welfare recipicnts who are required to participate in work, education or training
programs, and poor working families who have stayed out of the welfare system but
whose low income makes child care unaffordable. Should this conflict be resolved at
the State level, or should the Federal Government establish policy in this area?

Presumably, the purpose of a child care block grant could be to recognize that
States need additional funds to meet their child care needs, but that States themselves
know best what their needs are and should be given maximum flexibility in using
Federal funds to meet those needs. In that case, are there any minimum requirements
that the Federal Government should impnse on State use of funds, suck. e, for example,
licensing or health and safety stuiidards? The Social Services Block Grant requires that
child care receiving SSBG funds must comply with applicable State or local regulations,
if such regulations exist. The CCDBG also requires that child care providers meet
applicable State and local licensing or regulatory requirements, but if there are no
applicable requirements, providers must register with the State to receive funding.
Further, the CCDBG requires providers to comply with certain minimum heaith and
safety standards. A new block grant could follow these existing models, or could impose
more stringz.l Sederal requireiseats, or could be silent on the issus aud allow States
to develop their own policies regarding licensing, regulation, health and safety
standards.
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In any discussion of broad-purpose block grants, issues normally include funding
levels, formula allocation factors, and the type of Federal grant. Currently, AFDC and
Transitional Child Care are open-ended entitlements; At-Risk Child Care is a capped

editiement Y States with allocations™sased en. a Yorurries™3%d the CCDBG is a ™=
discretionary program, subject to appropriations*with State allocations based ona._~

different formula. THe CCBBENTOC% tedgrali§ fifded: the AFDC-related child care

~ programs have matching requirements. If these and possibly other programs were

consolidated into a block grant, what formula would be used to allocate funds to States?
Would it be reasonable to establish a total funding level equal to the combined funding
levels of the consolidated programs? Would the consolidation and elimination of
Federal requirements result in savings for the States, so that total funding could be
reduced from current levels without harming services? Would grants be discretionary
or capped entitlements? Would funding levels be fixed, or indexed to some type of
inflation factor? Would a maintenance-of-effort provision be included to require States
to maintain their current level of spending for child care?

Other common block grant issues include reporting, audit and other requirements
to assure State accountability. Specifically, what level of data should States report on
their use of Federal funds to provide the Federal Government with meaningful
information to support budget and policy decisions, without unduly burdening the
States with paperwork? Would audit procedures be required to assure that Federal
funds intended for child care are not used for something else, and if so, how frequent

H.R. 4 (Shaw, Talent, and LaTourette)

Personal Responsibility Act. Would amend AFDC to categorically deny benefits
to certain families, limit the length of time families could receive benefits, require
participation in education, training and work programs, end the entitlement status and
cap spending growth of AFDC and other programs including AFDC-related child care,
consolidate nutrition programs into block grant to States. Introduced Jan. 4, 1995;
referred to House Ways and Means and other House committees.
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Recent GAO Studies

Child Care Subsidies Increase Likelihood That Low-Income Mothers
Will Work, December 1994

Because low-income mothers often must pay for all or part of
their child care expenses, the cost of child care remains an
employment barrier to many of them. GAO developed a model, using
data from the National Child Care Survey, that would estimate the
impact of child care expenditures on mothers’ work decisions.

GAO estimates that child care subsidies would increase work
among poor women by 52%. The increases for near-poor (100%-185%
of poverty level) and nonpoor (above 185% poverty level) would be
32% and 18% respectively. The model predicts that providing a
full subsidy to mothers who pay for child care could increase the
proportion of poor mothers who work from 29 to 44 per hundred, 43
to 57 for near-poor mothers, and 55 to 65 for nonpoor mothers.

Child Care: Working Poor and Welfare Recipients Face Service
Gaps, May 1994

States are working on integrating their child care systems,
but there are gaps in services. Gaps can arise from different
program requirements in the areas of categories of eligibility,
income limits, time limits, and approved activities. 1In
addition, pressure to fund guaranteed AFDC child care, or use
state funds to match IV-A dollars can limit the amount of care
available to working poor families.

Federal child care programs. have provided care to only a
small portion of the eligible population. In FY 1992, between 5-
6% of the AFDC caseload received child care subsidies, and less
than 30% of JOBS participants received child care assistance.

GAO reports that some funding intended for working poor families
is being used to subsidize care for families on AFDC. At the
same time, working poor families are placed on waiting lists for
care. Five of the six states GAO visited maintained waiting
lists. Texas reported 40,000 children waiting for care;
California had approximately 250,000 waiting for subsidies.

Promoting Quality in Family Child Care, December 1994

The GAO found that two federal sources were used most often
to improve family child care quality: the Child Care and
Development Block Grant and the Child and Adult Care Food
Program. They estimate that approximately $156 million in
Federal funding goes towards quality enhancement, a very small
percentage of federal funding. They could not determine what
portion of this quality support went to family child care homes.



States and localities generally do not regulate most family
child care as they do center care. Hence, many family child care
providers operate legally but do not have to meet any standards
to protect the children’s safety and health. Experts believe
that meeting at least some minimal child care standards is an
important step in building gquality into all child care settings.
Since family child care is the choice of a significant proportion
of poor families with infants and toddlers, its use is predicted
to grow under various welfare reform scenarios. Given that
quality child care settings have been shown to benefit poor
children in particular, the need for quality in this case will
also grow.

Early Childhood Programs: Multiple Programs and Overlapping
Target Groups, October 1994

The GAO identified 34 programs for which education or child
care were key to the mission of the programs. Other programs
listed within the total "90 Early Childhood Programs" permit
funding to be spent on early childhood activities, but such
activities are not key to the program.

Provision of "Child Care" was listed as a component of 27 of
these programs; however of these programs, some have already been
consolidated or eliminated, some spend less than 10 percent on
any early childhood activities, some are special education
programs, and some are meant for children in protective services.
In most of these programs, providing child care is incidental to
their main purpose.

Welfare to Work: Current AFDC Program Not Sufficiently Focused on

Employment, December 1994

There are several factors which impede success of the JOBS
program. The GAO lists funding for child care as one of these
factors. Because of the child care guarantee for JOBS
participants, a shortage of state funds can limit the number of
AFDC recipients participating in JOBS. Spending for JOBS child
care assistance has been growing. Between 1991 and 1993,
spending for AFDC child care grew faster than spending for JOBS.

Some states have been shifting resources from working poor
child care toward entitled AFDC and JOBS recipients. This could
place working poor families at greater risk of going on welfare.
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Cost, Quality, and Child Outcomes
in Child Care Centers

Executive Summary

Conducted at a time when increasing numbers of the nation’s young children are in child care and
when the American public is duly concerned about the readiness of young children for school, the Cost,
Quality, and Child Outcomes Study provides the first comprehensive econometric and psychometric analysis
of child care and children’s outcomes. Uniquely designed to examine the relationships among the costs of
child care, the nature of children’s child care experiences, and their effects on children, this study provides
fresh provocative information for practitioners, policymakers, and the public.

In brief the study found that while child care varies widely within and between states and sectors of
this industry, most child care is mediocre in quality, sufficiently poor to interfere with children’s emotional
and intellectual development. Market forces constrain the cost of child care and at the same time depress the
quality of care provided to children. '

Results indicate similar fees, low profit margins, and minimization of costs—all characteristics asso-
ciated with strong price competition. Good-quality care costs somewhat more to produce than poor-quality
care, but generally higher costs are not obviously reflected in parent fees, which are relatively similar in cen-
ters of different quality. Consumers thus show little differential effective demand for higher quality, in part
because they have difficulty observing the quality of care the children actually receive. This means that there
are few economic incentives for centers to improve quality.

The research team collected fost and quality data during the spring of 1993 through visits to 50 non-
profit and 50 for-profit randomly chosen centers in each of four states: California, Colorado, Connecticut, and
North Carolina. Trained data collecﬂ‘ors conducted interviews and distributed questionnaires to center direc-
tors, teachers, and parents and observed two randomly chosen classrooms in each center. That summer, the
teamn collected data on 826 children from preschool classrooms visited earlier, which allowed an examination
of the concurrent developmental outcomes related to their child care experience.

This report summarizes findings in four major areas: 1) quality, 2) costs, revenue, and support, 3) sec-
tor comparisons, and 4) the child care economic envionment.! It discusses implications of these findings and
makes recommendations for change. Study methodology is summarized in Appendix 1.

QUALITY Major Pi‘hdings
ITY:

Based on criteria established by the early care and education (ECE) professional communities, we

- define “quality” child care as that which is most likely to support children’s positive development. To ascer-

tain classroom quality, trained observers used instruments that permitted evaluation of the quality of the total
child care environment as well as more specific aspects of the relationship between teacher and child (see
Appendix 1 for detail). An overall index of center quality was constructed, from 1 to 7, interpreted as follows:

! Unless otherwise stated, all findi

here are statistically fi at least at the 5% level.
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‘ Inadequate: Children’s needs for health and safety not met; no warmth or support from adults observed,
no learning encouraged.
3 - Minimal: Children'’s basic health and safety needs met; a little warmth and support provided by adults; few
learning experiences.
5 . Good: Health and safety needs fully met; warmth and support for all children; learning in many ways
through interesting, fun activities.
7 - Excellent: Everything in “good,” plus children encouraged to become independent; teacher plans for chil-
dren’s individual learning needs; adults have close, personal relationships with each child. -
The range of quality between these scores is also important. In particular, we call services that are rated below
minimal (less than 3) “poor” or “less than minimal”; those that are between minimal and good (3 to less than 5)
“mediocre”; and those that are between good and excellent (5 and over) “developmentally appropriate.”

FINDING 1: Child care at most centers in the United States is poor to mediocre, with almost half of the
infants and toddlers in rooms having less than minimal quality.

The level of quality at most U.S. child care centers, especially in infant/toddler rooms, does not meet
children’s needs for health, safety, warm relationships, and learning. While there is a great deal of variation in
the sample, the mean score for all centers in the study was 4.0, a full point below the good-quality level (5).
Figures 1 through 3 show the distribution of quality scores. Only one in seven centers (14%) received a rating
of developmentally appropriate (5 or above), and one in eight (12%) were less than minimal (less than 3).

Child care for infants or toddlers is of particular concern. Of the 225 infant or toddler rooms observed,
only 1 in 12 (8%) met the good-quality level, while 2 in 5 (40%) rated less than minimal. Babies in poor-quali-
ty rooms are vulnerable to more iliness because basic sanitary conditions are not met for diapering and feed-

; are endangered because of safety problems that exist in the room; miss warm, supportive relationships
th adults; and lose out on learning because they lack the books and toys required for physical and intellectual growth.

FIGURE1:
Process Quality in Child Care Centers
(N=398)
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FIGURE 2:
Process Quality in Child Care Centers
Infant/Toddler Classrooms
(N=225)

20.0%

20.0%
18.0%
16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%

16.0%

138% 142%

1.0<1.5 15<20 2.0<25 25<3.0 3.0<35 35<4.0 4.0<45 4.5<5.0 5.0<55 55<6.0 6.0<65 65<7.0
ITERS Scores

FIGURE 3:
Process Quality in Child Care Centers
Preschool Classrooms
(N=511)
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FINDING 2: Across all levels of maternal education and child gender and ethnicity, children’s cognitive and
social development are positively related to the quality of their child care experience.

Children in higher quality- preschool classrooms display greater receptive language ability and pre-
mathematics skills, and have more advanced social skills than those in lower quality classrooms. Children in
higher quality centers have more positive self-perceptions and attitudes toward their child care, and their
teachers are more likely to have warm, open relationships with them. All of these factors are considered
important to a child’s capacity to enter school ready to learn. Further, these relations were obtained in analv-
ses that controlled for child and parent characteristics known to be related to both child care selection and
developmental outcomes, including maternal education and child gender and ethnicity.

While many previous research projects have studied the impact of child care on the development of
at-risk children, this study focuses on the broad range of children in center care. For these children, develop-
mental outcomes on a wide variety of measures improve with the quality of the center across all levels of
maternal education and child characteristics. In some instances, however, quality had even more impact on
children typically at risk (specifically on receptive language abilitv of minority children and on the seif-per-
ceptions of children of less-educated mothers).

FINDING 3: The quality of child care is primarily related to higher staff-to-child ratios, staff education, and
administrators’ prior experience. In addition, certain characteristics distinguish poor,
mediocre, and good-quality centers, the most important of which are teacher wages, educa-
tion, and specialized training.

This study affirms how important the ratio of aduits to children is to quality of services. In the statis-
tical analysis to predict the determinants of quality, the staff-to-child ratio is the most significant determinant
of quality, even when controlling for other factors affecting quality. Center quality also increases as the per-
centage of center staff with a high level of education increases. An increase in a center administrator’s prior
experience generates higher quality, all else being constant. Finally, there is some evidence that staff tenure at
the center also increases quality.

A different analysis identified classroom and center characteristics that distinguished among centers of poor,
mediocre, and good quality. This analysis was particularly successful in identifying poor-quality centers, and only
moderately helpful in discriminating between mediocre care and good-quality care. The most important discrimi-
nators were average teacher wage rates, and teaching staff education and specialized training.

FINDING 4: States with more demanding licensing standards have fewer poor-quality centers. Centers that com-
ply with additional standards beyond those required for licensing provide higher quality services.

More poor-quality centers were found in North Carolina than in the other three states. Of the four
states inciuded in the study, North Carolina is the state with the least stringent child care standards. For exam-
ple, at the time of data collection, North Carolina allowed 1 adult to every 6 infants or 15 three-year-olds, while
the other states required 1 adult to every 4 or 5 infants or 10 or 12 three-year-olds. Similarly, North Carolina
required far less early childhood education of its center staff than did the other three states.

In addition, centers that meet higher standards than required of all centers in their state in order to
receive public funding pay higher wages, provide better benefits and working conditions and have higher
overall quality. Finally, accredited centers, those that voluntarily meet a higher set of standards specified by
an outside organization, have higher quality than do nonaccredited centers.

FINDING 5: Three specific types of centers provide higher than average overall quality. The financial characteristic
* ' these centers share is that they have access to extra resources that they use to improve quality.

- The 24 centers operated by a variety of public agencies (in public schools, state colleges, and univer-

sities, or operated by municipal agencies), the 16 worksite centers, and the 30 centers with public funding tied
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to higher standards (the same group cited in Finding #4) provide higher quality care than other centers. With
few exceptions they share the following characteristics: they have higher expended costs and total revenue per
child hour, have more donated resources, and are less dependent on parent fees than other centers; they pav
higher wages and provide more staff benefits; they have higher staff-to-child ratios; and teachers have more
education, more specialized training, and longer tenure in the centers.

The econometric analysis shows that centers operated by public agencies (and nonprofit centers in
general) use resources as efficiently as other centers. That is, for a particular level of quality, wage rates, full-
time-equivalent (FTE) children, and size of facility, the cost per child hour is the same as at other centers.

These results suggest that quality is higher in centers that have in-kind donations or outside funding
that they use to increase quality. While parent fees may represent a major source of revenue (for instance, in
the worksite centers and centers operated by state colleges or universities), these centers do not have to
depend solely on parent fees to finance the provision of quality services.

COSTS, REVENUE, AND SUPPORT:

Before discussing costs and revenue, several terms must be defined. First, we use the term expended
costs to refer to cash costs that are actually incurred to run centers. Second, we use the term donations to refer
to the goods and services that are donated by individuals and agencies to support child care. Those dona-
tions—facilities, volunteer services, or other kinds of goods or services—must be included to report accurate-
ly all of the costs of providing care. Third, we use the term foregone wages to refer to the difference between
the wage a staff person could earn in another occupation (based on the person’s education, sex, age, race, and
marital status) and the person’s wage as a child care worker.2 Fourth, we use the term full cost to refer to the
amount it would take to operate centers if all costs were included. That is, the full cost of care equals expend-
ed costs plus donations plus foregone wages. Finally, we use the term total revenue to refer to the total amount
of income received by a center, including fees paid by parents, publicly reimbursed fees, USDA food grants,
other public funds, sponsor and other private contributions, and other revenue.

FINDING 6: Center child care, even mediocre-quality care, is costly to provide. Even so, donations and fore-
gone wages are large, accounting for more than one-fourth of the full cost of care.

The average expended cost (or cash cost) is $95 per week per child, or $2.11 per child hour, to provide
mediocre care. (See Figure 4 on the following page for costs by state.) In this labor-intensive industry, labor
costs account for 70% of total expended costs. Facilities costs represent 15%, and all other cash expenses make
up only 15% of the total. That expended costs are as low as they are is due to the use of primarily female
employees (97% were women in this samplé) who earn even less in child care than they could in other female-
dominated occupations. In this study, the mean foregone wages given up by teachers was $5,238 per year;
assistant teachers gave up $3,582 per year.

Our estimate of the mean full cost of producing center child care services is $2.83 per child hour ($127
per week), or $.72 per child hour more than expended costs. Figure 5 (on the following page) shows that this
additional $.72 per hour of costs comes from: 1) workers who contribute 19% of full costs ($.54 per child hour)
in the form of foregone wages and benefits, 2) occupancy donations, which average about 5% of full cost ($.14
per child hour), and 3) volunteer services and donated goods, which represent 2% of full costs ($.06 per child
hour).3

The amounts of foregone wages and in-kind donations vary by state. When foregone wages are
adjusted for regional differences in the cost of living, they are smaller in states where overall quality is higher,

2 Foregone wages represent lnd!her kind of cost. Child care 13 a labor i ive industry dependent on femaie employees who work for wages below those they could eam, even in
other femaie domunated occuplations, all of whx:h pay lesy than comparable male occ ions. Regardless of the reason that child care employees accept jobs in the field, centers are
using labor which embody h and work expenenm that do not show up in center cash outlays. As the industry expands or imp quality,
or if the national labor market tightens. it may be naive to expect more and more women to continue to work for these lower wages.

3 These do not add up to exactly $.72 because of rounding errors.
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