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ABSTRACT
As part of the Assessing the New Federalism project, this

report describes the child care assistance system in place just before the
implementation of the Personal Responsibility and Work opportunity
Reconciliation Act of 1996 (PRWORA) and provides some early indications of
how states will use the increased freedom of the Child Care and Development
Grant to develop new systems of assistance. The report begins with an
overview of changes in the federal child care programs under PRWORA and the
implications of these changes for the states. It then outlines the
opportunities for states to improve the administration of child care
assistance, the choices that states now have in program design, and the
interaction and possibilities for collaboration between child care and early
childhood education assistance programs. In spite of the increased investment
in child care under the PRWORA, there is a great deal of uncertainty among
state officials about the long-run adequacy of federal and state funding
levels. Most of the 13 states studied have made relatively few changes in
their child care programs. The exception is Wisconsin, which has established
a universal child care program that serves all eligible families seeking
assistance. The challenge in each of the states is to provide enough child
care to meet the demands of welfare reform while continuing to serve
nonwelfare working poor families. In contrast to the limited changes to
program design, the study states have made more significant changes in the
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Assessing the
New Federalism

Assessing the New Federalism is a multi-year Urban Institute project
designed to analyze the devolution of responsibility for social pro-
grams from the federal government to the states, focusing primarily
on health care, income security, job training, and social services.

Researchers monitor program changes and fiscal developments. In collaboration
with Child Trends, Inc., the project studies changes in family well-being. The
project aims to provide timely, nonpartisan information to inform public debate
and to help state and local decisionmakers carry out their new responsibilities
more effectively.

Key components of the project include a household survey, studies of poli-
cies in 13 states, and a database with information on all states and the District
of Columbia, available at the Urban Institute's Web site. This paper is one in a
series of occasional papers analyzing information from these and other sources.
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Child Care Assistance
under Welfare Reform:

Early Responses by the States

Introduction

The Personal Responsibility and Work Opportunity Reconciliation Act
of 1996 (PRWORA) fundamentally changed federal child care assis-
tance programs for low-income families. The legislation eliminated
federal child care entitlements and consolidated the major sources of

federal child care subsidies for low-income children into a single block grant
to statesthe Child Care and Development Fund (CCDF). That block grant pro-
gram gives states greater flexibility in designing their child care assistance pro-
grams, providing an opportunity to streamline the complex child care system
that was in place before PRWORA and to design a system of assistance that
better meets the states' child care needs and objectives.

This report describes the child care assistance system in place just before
PRWORA and provides some early indications of how states will use the
increased freedom of the CCDF to develop new systems of assistance. This
information is particularly useful in light of recent proposals by the President
and Congress to expand federal child care assistance further. The report begins
with an overview of changes in the federal child care programs under PRWORA
and the implications of those changes for child care funding in the states. It
then outlines the opportunities for states to improve the administration of child
care assistance, the choices that states now have in program design that affect
program eligibility and program costs, and the interaction and possibilities for
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collaboration between child care and early childhood education assistance pro-
grams. The final section of the report is the authors' conclusions.

This report is part of a multi-year Urban Institute project designed to ana-
lyze the devolution of responsibility for social programs from the federal gov-
ernment to the states. That projectAssessing the New Federalismaims to
provide timely, nonpartisan information to inform public debate and to help
state and local decisionmakers carry out their new responsibilities more effec-
tively. As part of that project, case studies were conducted in 13 states, home
to half of the nation's population, in late 1996 and early 1997. The 13 states
are Alabama, California, Colorado, Florida, Massachusetts, Michigan, Min-
nesota, Mississippi, New Jersey, New York, Texas, Washington, and Wiscon-
sin. Those case studies covered income support and social services, including
child care assistance, and health programs. This report draws on the child care
assistance component of the case studies.

Changes in Child Care Assistance under PRWORA

The Child Care and Development Fund
PRWORA consolidated the four key federal child care assistance programs

for low-income families into a single block grant to statesthe CCDF.1 Three
of the four programs consolidated into the CCDF block grant existed under Title
IV-A of the Social Security Act. The Aid to Families with Dependent Children
(AFDC) Child Care Program provided child care entitlements to families who
were receiving AFDC and were working or in an education or training pro-
gram. The Transitional Child Care (TCC) program provided assistance to fami-
lies who were making the transition from AFDC to work. The third progiam, At-
Risk Child Care, entitled states to receive funds up to a capped amount to serve

Table 1 Federal Funding for Child Care Assistance Programs for Low-Income
Families under Prior Law and PRWORA (FY 1997 funding, in billions)

Projected Funding under Prior Law PRWORA

Title IV-A Child Care° Child Care and Development Fund°
AFDC and Transitional Child Care $1.105 Mandatory Funds $1.200

At-Risk Child Care 0.300 Matching Funds 0.767

Child Care and Development Block Discretionary Funds 1.000
Grant (CCDBG/b 0.935

Total $2.340 Total $2.967

a. Federal Budgetary Implications of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996.
Congressional Budget Office, December 1996.

b. The CCDBG was authorized through FY 1995 and continued to operate under a continuing resolution in FY 1996.
The estimated funding level for FY 1997 equals the amount appropriated for the CCDBG in each of previous two fiscal years.

c. "Child Care Program Instruction." Child Care Bureau, Administration for Children and Families, Department of
Health and Human Services, ACYF-PI-CC-96-17, October 30, 1996.
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working families who were "at risk" of coming onto AFDC if they did not
receive assistance with child care. Together, these three programs would have
provided about $1.4 billion in federal funding for FY 1997 under prior law,
according to projections by the Congressional Budget Office (table 1). All three
of the Title IV-A child care programs required state matching funds to draw
down federal dollars.2

The fourth child care program incorporated into the CCDFthe Child Care
and Development Block Grant (CCDBG)provided federal child care funds for
states for assistance to low-income families, as well as for activities to improve
the overall quality and supply of child care for all families.3 The tabulations in
this report assume that CCDBG funding in FY 1997 would have been $0.935 bil-
lion, the amount provided in each of the previous two years.

Based on Congressional Budget Office estimates, total funding under the Title
IV-A and CCDBG programs in FY 1997 would have been $2.34 billion. The CCDF
provided up to $2.97 billion in federal funding in FY 1997, an increase of $600
million (27 percent) over the prior programs.' Thus, although PRWORA elimi-
nated the entitlement to child care assistance for welfare families, the legislation
provided a substantial increase in federal funding for child care in its first year.

Components of Child Care Funding under the CCDF
The CCDF funds are divided into three components: mandatory funds,

matching funds, and discretionary funds.5 Each state is entitled to receive a
share of the mandatory funds ($1.20 billion in FY 1997) with no matching
requirements. State allocations of these funds are based on the higher of the
state's FY 1994, FY 1995, or average FY 1992-94 federal Title IV-A child care
funding. The matching funds ($0.77 billion for FY 1997) are available to states
that maintain state spending equal to their prior Title IV-A child care match.6
Child care expenditures above that level will be matched by federal dollars,
up to the state's allocated share of these funds.

The legislation also authorizes $1 billion each year in discretionary funds,
which are subject to annual appropriation. These funds are distributed to states
according to a set formula and do not require state matching funds. At the end
of each fiscal year, all unused federal funds under CCDF are redistributed to
qualifying states.

In addition to the direct changes to child care assistance programs under
PRWORA, the new law allows states to transfer up to 30 percent of their AFDC-
replacement block grant (the State Family Assistance Grant) from cash assis-
tance to child care. The State Family Assistance Grant equals the sum of the
state's recent federal funding for AFDC, Job Opportunities and Basic Skills
(JOBS), and Emergency Assistance (a total of about $16.4 billion for FY 1997),
and funds the new Temporary Assistance for Needy Families (TANF) program
(the successor to AFDC).' This provision allows the addition of up to $4.9 bil-
lion in funding for child care assistance to the roughly $3.0 billion provided

THE URBAN
INSTITUTE

CHILD CARE ASSISTANCE UNDER WELFARE REFORM: EARLY RESPONSES BY THE STATES



by the CCDF. With many states experiencing declines in TANF caseloads in
FY 1997 and 1998, the states have had leftover FY 1997 TANF funds that could
be used to fund, among other services, child care assistance.

Preliminary evidence from the 13 states included in this study and from a
survey of all the states by the American Public Welfare Association (APWA)
suggests that many states are investing more than the required funds needed to
pull down the full federal match under CCDF (table 2).8 According to the APWA
study, in August 1997, all 50 states and the District of Columbia expected to
draw down all the available federal child care funds under PRWORA. Among
the 13 states covered in this report, seven states had invested or expected to
invest more in child care assistance than the level required to draw down the
available federal funds, and four states expected to transfer TANF funds to
CCDF. During the first year of PRWORA, there has been a significant increase in
both federal and state funds for child care in the 13 states. Estimates suggest that
with all 13 states drawing down the maximum level of child care funding avail-
able under CCDF in FY 1997, the need for child care assistance could be met for
at most about half of low-income children seeking child care assistance.°
Although still far from universal coverage, this represents a substantial
improvement over the one-third of children who could have been covered if the
programs in place before PRWORA had continued.

Table 2 States' Expected Funding for Child Care under PRWORA in FY 1997

State Has or
Expects to

State Drew
Down All

Estimated State Has or Invest More State Has or Available
State Expects to State Funds Expects to Federal Funds

Maintenance- Draw Down Than Required Transfer under the
of-Effort All Available to Draw Down TANF At-Risk Child

Thresholds Federal All Available Funds to Care Program
State (millions)b Funds' Federal Funds CCDF in FY 1994'

Alabama $6.90 Yes No No
California 92.95 Yes Yes No No
Colorado 8.99 Yes No No Yes

Florida 33.42 Yes No Yes

Massachusetts 44.97 Yes Yes Yes Yes

Michigan 24.36 Yes Yes No
Minnesota 19.69 Yes Yes No Yes

Mississippi 1.72 Yes No No No
New Jersey 31.66 Yes Yes No Yes

New York 104.89 Yes Yes

Texas 34.68 Yes No Yes No

Washington 38.77 Yes Yes Yes (if needed) Yes

Wisconsin 16.47 Yes Yes Yes No

Sources: Urban Institute case studies and
a. "Child Care Program Instruction." Child Care Bureau, Administration for Children and Families, Department of Health and

Human Services, ACYF-PI-CC-96-17, October 30, 1996.
b. "The Child Care Challenge: States Leading the Way." Washington, DC: Government Affairs Department, American Public Wel-

fare Association, August 1997.
c. "Who Cares? State Commitment to Child Care and Early Education." Gina Adams and Nicole Oxendine Poersch. Washington,

DC: Children's Defense Fund, December 1996.
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Related State Funding
In addition to the direct funding of child care assistance, 11 of the 13 study

states (Alabama and Mississippi were the exceptions) allocated funds to state
early childhood education programs, and five states (Florida, Massachusetts,
Minnesota, Washington, and Wisconsin) allocated state funds to supplement
the federal Head Start program. Head Start provides preschool children from
low-income families with activities that foster mental, emotional, social, and
physical growth. While the fundamental goals of early childhood education
programs often differ from those of the child care programs, early childhood
education programs can often help to meet the child care needs of participat-
ing families. The links between child care and early childhood education pro-
grams are described in more detail later in this report.

Opportunities to Improve the Administration of
Child Care Assistance

A key aspect of recent federal law changes is the increased freedom that
states have in structuring their child care assistance systems. Before PRWORA,
child care programs were frequently criticized for the plethora of laws, rules,
regulations, and accounting practices across the different funding streams.
These often resulted in a complex system that was difficult to administer and
difficult for families to access. Many states sought to develop a "seamless" sys-
tem of child care that integrated the different funding streams to minimize these
problems. Despite these efforts, many state administrators reported that the
complexity of the pre-PRWORA child care system interfered with their ability
to meet the needs of children and their families. Consistent with that view, the
General Accounting Office reported that "the fragmented nature of the child
care funding streams, with entitlements to some client categories, time limits on
others, and activity limits on still others, produces unintended gaps in services,
which limit the ability of low-income families to achieve self-sufficiency. ,,10

A frequent first step in developing a seamless system is to consolidate
the administration of all child care funding streams within a single state
agency to facilitate the management of the system of assistance. Before
PRWORA, nine of the 13 study states had consolidated child care adminis-
tration within a single state agency (table 3), often the same agency that
administered the state's welfare programs. In most of the nine states, the local
administrative structure was also consolidated, but in three of those states
(Colorado, Minnesota, and New York), program administration varied across
the counties, with some counties having multiple agencies involved in pro-
gram operations. In the remaining states, child care assistance tended to be
divided along program funding lines, with welfare-related child care in one
agency and non-welfare-related child care (e.g., child care under CCDBG) in
another agency (often an education agency). In Mississippi and Washington,
although child care administration was consolidated within a single agency, PI
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Table 3 Seamlessness of the Child Care Assistance Systems in the States
before PRWORA

State

Single State
Agency

Administering
All Child Care

Assistance

Single Point
of Entry
for Child

Care
Assistance

Standardized
Single

Waiting
List

Welfare Families
Transition across
Funding Streams
without Breaks
in AssistanceApplication

Policies and
Procedures

Alabama Yes Yes Yes Yes Yes Yes
California No No No No No No
Colorado Yes Yes Yes Yes Yes Yes
Florida Yes Yes Yes Yes Yes Yes
Massachusetts No No No No No No
Michigan Yes Yes' Yes Yes Yes Yes
Minnesota Yes No No No No No
Mississippi Yes" No No No No No
New Jersey No No Yes No No No
New York Yes' Varies by county' No No No No
Texas Yes Yes Yes Yes Yes Yes
Washington Nob Varies by county No No No No
Wisconsin Yes Yes Yes Yes Yes Yes

Source: Urban Institute case studies.
a. Before PRWORA, child care assistance for AFDC families with earnings was provided via higher AFDC benefits. Such families

could deduct child care expenses (up to a maximum) from earnings in determining their monthly AFDC benefit.
b. Administered by two separate agencies within a single department.
c. Does not include Title XX child care assistance.

welfare-related child care was administered by one office and non-welfare-
related child care by another.

Other elements of seamlessness that often follow a consolidation of program
administration include a single point of entry for families seeking assistance;
standardized applications, policies, and procedures across different programs;
and a single waiting list for low-income families needing assistance. These char-
acteristics all serve to make the child care system more accessible for families.
Before PRWORA, only six of the 13 study states had achieved that level of seam-
lessness (Alabama, Colorado, Florida, Michigan, Texas, and Wisconsin). For the
remaining states, obtaining access to child care assistance could be a difficult and
time-consuming process. All too often, families would have to apply for assis-
tance with multiple agencies or providers, perhaps completing multiple appli-
cations and placing their names on multiple waiting lists. In many cases, stay-
ing on the waiting list required that a family contact each organization on a
regular basis to confirm its continued need for assistance. For those families who
were able to obtain child care assistance, a change in income or the age of a child
might well mean that the family needed to apply to a new program and, in some
cases, at a new agency. For example, in San Diego, a family that was seeking child
care assistance before PRWORA could apply for assistance at one of three differ-
ent local organizations, each maintaining its own waiting list.

A final characteristic common to seamless systems is the elimination of
gaps in assistance as families move across funding streams (e.g., from child
care under AFDC to Transitional Child Care assistance to At-Risk Child Care
assistance to child care funded by CCDBG). Placing a priority on continuity of
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assistance ensures that child care assistance is seamless for welfare families
as their circumstances change. However, it can also mean that working poor
families are blocked out of assistance as the limited funds available for non-
welfare families are reserved for families moving off welfare. Thus, a system
that is seamless for the welfare population may exclude families with no prior
welfare history from assistance.

Seven of the 13 study states placed a priority on continuing to assist fam-
ilies as they moved off welfare. In the remaining states, discontinuities in
child care assistance often occurred as families' AFDC participation, employ-
ment, and earnings situations changed. In particular, there were often gaps
as families left welfare and moved to the TCC program, and after their TCC eli-
gibility ended. In states without a priority for families exhausting their TCC
eligibility, such families often would be placed on waiting lists with other
low-income families.

When all the aspects of seamlessness are considered together, six states
(Alabama, Colorado, Florida, Michigan, Texas, and Wisconsin) had estab-
lished fully seamless child care systems before PRWORA. In those states,
problems in the administrative structure for child care assistance have been
minimized, and access to the system for families is relatively easy. For exam-
ple, in Michigan a family would fill out a single application to apply for all
programs and eligibility categories. Program processes, procedures, payments,
and requirements remain the same for the family regardless of whether its
eligibility status changes.

With the increased flexibility in program design under PRWORA, several
of the states that had not achieved a seamless system before PRWORA are mak-
ing significant strides in that direction. Most notably, four states (California,
Massachusetts, New Jersey, and Washington) have moved to consolidate child
care assistance within a single state agency. In California, before welfare reform,
the administration of child care funding was split between the Department of
Education and the Department of Social Services. Under PRWORA, the state is
combining all child care and child development funds in a single state agency
the Department of Education. In Massachusetts, four state entities were
involved in child care before PRWORA; under PRWORA there is a single child
care agency. In both California and Massachusetts, where interactions between
the child care agencies before PRWORA were often difficult, this consolida-
tion represents a significant change in the state's administration of child care
assistance. Program administrators in Massachusetts credited PRWORA with
serving as a catalyst for change within their child care system.

For some states that had established substantially seamless systems before
PRWORA, the greater flexibility in design under PRWORA provides the incen-
tive to address the remaining gaps in the system. Florida has made its next goals
to establish (1) a single point of entry for all child assistance programs (child
care and early childhood education) and (2) unified waiting lists. Several other
states reported that they expect to make changes in their child care systems
but that their first priority under PRWORA has been to develop the design for
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TANF and get that program up and running. They expect to tackle additional
changes in the child care system later.

State Choices in Program Design

States have traditionally had a fair amount of latitude in determining the
specific features of their federally funded child care assistance programs. Under
prior law, the federal government defined the broad program parameters, and
states determined a number of specific program features such as income eligi-
bility for nonwelfare families, reimbursement rates for child care providers,
family copayments, payment mechanisms (e.g., contracted child care slots,
vouchers), and licensing requirements. In addition, several states that had made
significant changes in their welfare programs under federal waivers from pro-
gram regulations before PRWORA also made changes in their child care pro-
grams to support those welfare reform efforts (e.g., extending transitional child
care benefits).

PRWORA builds on those changes by allowing states even greater flexibility
in designing their child care systems. However, state child care choices under
PRWORA must be made in the context of the broader changes in welfare assis-
tance under the new legislation. Changes under TANF include strong work par-
ticipation requirements and time limits, which increase the number of fami-
lies who enter the workforce and, consequently, the need for child care
assistance." The expectation among program administrators in many of the
study states is that, over time, the federal changes in welfare policies under
PRWORA will increase the demand for child care assistance among current and
former welfare families, particularly among families with very young children.
That expectation is playing an important role in states' design choices as they
take advantage of the flexibility available under PRWORA to restructure their
child care programs. The remainder of this section considers two important
areas of state choice that affect the size and cost of their child care programs:
who receives child care assistance and the payments made for that assistance.

Who Receives Child Care Assistance?
Receipt of child care assistance is typically a function of income eligibility

criteria and, because funding levels have been such that not all income-
eligible families could be served, priority groups among the eligible families.
Before PRWORA, families were guaranteed child care assistance while they
were receiving AFDC and working or in an education and training program, and
for up to 12 months after they left AFDC because their earnings increased. Non-
AFDC low-income families could obtain child care assistance through the At-
Risk Child Care Program and the CCDBG programs, subject to a state's program
eligibility requirements and available funds. Under the At-Risk program, states
set their own maximum income eligibility limits. Eligibility for assistance
under the CCDBG was limited by federal statute to families with incomes not
exceeding 75 percent of the state median income (SMI).

\8/ CHILD CARE ASSISTANCE UNDER WELFARE REFORM: EARLY RESPONSES BY THE STATES
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Under the CCDBG, six states (California, Massachusetts, Michigan, Min-
nesota, Mississippi, and Wisconsin) set their eligibility criteria at the maximum
allowed under federal law, 75 percent of SMI (table 4). The eligibility limits
set by the remaining study states ranged from 46 percent of SMI (Alabama) to 67
percent of SMI (Texas). These rates translated into income eligibility limits of
between 123 percent of the federal poverty level (FPL) in Alabama and 278 per-
cent in Massachusetts. Under the At-Risk Child Care Program, the maximum
income eligibility limits ranged from 130 percent of FPL in Alabama to 291 per-
cent in California, with five states setting rates above that of the CCDBG pro-
gram (Alabama, California, Michigan, Mississippi, and New Jersey). 12

It should be noted that these income eligibility limits do not imply that all
families falling below the income screen would have received child care assis-
tance. In only two of the study statesColorado and Michiganwere federal
and state child care funds before PRWORA sufficient to ensure that all eligible
families requesting assistance were receiving child care. Colorado was able to
serve all eligible families by setting low maximum income eligibility criteria. In
contrast, Michigan set its income eligibility standard at the federal maximum
level, but turned to relatively high family copayments to reduce demand among
higher-income eligible families.

In the remaining states, funding priorities were used to determine who
among the eligible families would be served first. By law, states were required

Table 4 Monthly Income Eligibility Limits (for Family of Three), by State

Income Eligibility Limits in Place in 1994-96° Income Eligibility Limits in Place in
1997-99 under the Child Care

Development Fund'At-Risk Child

Child Care and Development
Block Grant Limit

Care Limit as a As a Percent As a Percent of As a Percent As a Percent of
Percent of Federal of Federal State Median of Federal State Median

State Poverty Level° Poverty Levelb Income Poverty Levelb Income

Alabama 130% 123% 46% 130% 49%
California 291 218 75 225 75
Colorado 147 151 51 185 58
Florida 150 156 54 146 85
Massachusetts 196 278 75 249 67
Michigan 224 219 75 195 52
Minnesota 214 248 75 257 75
Mississippi 161 158 75 165 85
New Jersey 268 222 60 200 52
New York 200 210 64 202 65
Texas 150 193 67 206 75
Washington 148 164 52 175 56
Wisconsin 225 228 75 165 53

Source: Information drawn from 1994-96 State Plans for Title IV-A and CCDBG, and 1997-99 State Plans for CCDF, as reported
by each state to the U.S. Department of Health and Human Services. The 13 case studies showed that some states had made changes in
their programs subsequent to the submission of those plans. Those changes are not captured in the table.

a. These figures represent the maximum income eligibility level in the state. In some states the eligibility for program entry was
set below the level for continued eligibility. For example, Massachusetts set the maximum eligibility limit for entry into the CCDBG
program at 50 percent of SMI, with continued eligibility permitted up to 75 percent of SMI.

b. Tabulations for 1994-96 use the 1994 federal poverty level for a family of three ($985/month); tabulations for 1997-99 use the
1997 federal poverty level for a family of three ($1,111 /month).

PI
THE URBAN
INSTITUTE

CHILD CARE ASSISTANCE UNDER WELFARE REFORM: EARLY RESPONSES BY THE STATES \9/

15 BEST COPY AVAILABLE



=Assessing
the New
Federalism

to give priority for child care services to children with special needs and chil-
dren in protective services. In six states, funding priority after that was given
to families whose eligibility for the TCC program was ending. For the remain-
der of the eligible population, some states established priority groups to ensure
that they served the poorest families first (e.g., Washington and Wisconsin), and
others provided assistance on a first-come, first-served basis (e.g., Massachu-
setts and Michigan).

When the demand for child care assistance exceeded the available federal
and state child care funds, the group most likely to be left without assistance
across the states was low-income working families with no connection to the
welfare system. One state official in Massachusetts noted that even with the
addition of state funds for child care, the state was able to serve few nonwelfare
low-income families beyond those moving off the TCC program. Families who
could not be served with the available funds were placed on waiting lists, with
little likelihood of receiving assistance. Typically, nonwelfare low-income
families were not afforded the same level of child care support as welfare and
former welfare families, raising concerns about the equity of the child care sys-
tem for nonwelfare families and the perverse incentives of the welfare system.
Respondents in several states noted that the best way to obtain child care assis-
tance in their state before PRWORA was for the family to go on welfare.

PRWORA fundamentally changed program eligibility for child care assistance
by eliminating the entitlement for families receiving welfare or transitioning off
welfare. As a result, states have greater flexibility in allocating child care funds
across both the welfare and nonwelfare populations. However, that flexibility is
limited by two factors. First, PRWORA prohibits states from sanctioning a single
parent with a child under the age of six who does not meet the work requirements
because no child care is available.13 Because federal funding is contingent upon
the states' ability to meet work participation rates among welfare recipients, states
are unlikely to limit child care assistance for TANF families.14

Second, PRWORA stipulates that states must use at least 70 percent of the
mandatory and matching CCDF funds to assist families who are currently
receiving public assistance, attempting to transition off public assistance, or at
risk of becoming dependent on public assistance. This requirement represents
an increase over prior spending on the Title IV-A child care programs, which
were targeted to the same populations (i.e., the former AFDC, TCC, and At-
Risk Child Care programs).

Because of these two provisions of PRWORA, states have a strong incen-
tive to provide child care assistance to welfare families under CCDF, temper-
ing any state efforts to develop systems that provide assistance without regard
to welfare status. The entitlement for assistance that existed before PRWORA
has been replaced by strong financial incentives for the states to make serving
the welfare population their first priority.

As was true before PRWORA, a key design element of state child care pro-
grams under CCDF is the state's maximum income eligibility criteria. PRWORA
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raises the maximum eligibility level for CCDF to 85 percent of the state's
median income, up from the 75 percent limit of CCDBG. So far, only two states
(Florida and Mississippi) have taken advantage of that change to raise their
eligibility level to 85 percent of SMI. The remaining states have set their limits
between 49 percent of SMI (Alabama) and the earlier CCDBG maximum of 75
percent of SMI (California, Minnesota, and Texas). These rates translate into
maximum income eligibility limits for CCDF child care assistance from 130 per-
cent of FPL in Alabama to 257 percent in Minnesota. Five states have set lim-
its that are higher than their previous At-Risk or CCDBG programs (Colorado,
Minnesota, Mississippi, Texas, and Washington), and three states have set lower
limits (Michigan, New Jersey, and Wisconsin).15

In many states, the higher levels of funding under PRWORA will not be
adequate to serve all the families that satisfy the state's maximum income eli-
gibility criteria.16 Thus, as was true under the child care assistance system
before PRWORA, states have developed target groups for child care assis-
tance among the eligible families. In almost every case, the state has pre-
served the basic structure of programs in place before PRWORA. In particu-
lar, all 13 study states had established welfare recipients as the first priority
group under the new program, and most have established families transi-
tioning off welfare as the second priority group. At least three states (Cali-
fornia, New Jersey, and Texas) are continuing the extended periods of tran-
sitional child care assistance they had in place before PRWORA, and two
states (Florida and New York) are expanding their transitional benefits. After
serving welfare and welfare-related families, at least three states (California,
Florida, and New Jersey) provide assistance first to those families with the
lowest incomes. In New York, where counties set their own priorities within
the state income eligibility limits, some counties are electing to serve the
poorest families first as well.

Many policymakers and advocates across the study states share concerns
that the capped federal funding, the higher work participation requirements
under TANF, and the requirements on CCDF funds for TANF recipients will
increase the share of child care funds dedicated to welfare families, crowding
out access for working poor families. In Minnesota, for example, state officials
acknowledge that working poor families who would have been served before
PRWORA are now losing out to welfare families. And both Florida and Wash-
ington have provided additional child care funding targeted specifically to the
nonwelfare low-income population to avoid such crowding out.

One state, Wisconsin, has undertaken a more radical change in its child care
system, establishing a universal child care program that makes assistance avail-
able to all eligible families. To accomplish its goal of supporting families with-
out regard to their welfare status, Wisconsin made two key changes in its child
care program. First, it increased state funding for child care significantly. Sec-
ond, it reduced the pool of eligible families that needed assistance by lowering
the maximum income level for eligibility.17 No study state is considering guar-
anteeing child care assistance to all families who would be eligible under the
federal maximum allowable levels.
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Who Pays for Child Care?

There are two sources of payments for assistance under child care programs:
the payment made by the child care program and, if required, the payment
made by the child's family. In determining the appropriate level of payment to
providers and the appropriate copayments for families, states face difficult
choices. Higher reimbursement rates allow parents to choose from a wider array
of providers, but fewer children will be served with a given level of funding
than would be possible with lower maximum reimbursement rates. Lower re-
imbursement rates allow a state to stretch the available funds over a greater
number of children, but they may make it difficult for families to find accept-
able providers who will accept the low rate.18 Parental copayments help to off-
set the costs of child care for the program, while also ensuring that the family
bears part of the responsibility for paying for care. If the copayment is too high,
though, families may be unable to afford to pay their share of child care costs,
which could lead them to leave the labor force or turn to less satisfactory child
care arrangements (e.g., informal care or self-care).

Under the Title IV-A child care programs in place before PRWORA, states
were required to establish reimbursement rates based on actual prices for care
in the child care market. Reimbursement rates were to be established at the 75th
percentile of market rates (prices) for child care to provide low-income fami-
lies with access to a broad array of providers.19 However, states had the option
of establishing a statewide limit on total payments that was below the price
implied by the 75th percentile. The maximum reimbursement for child care ser-
vices was then set as the actual cost of care (based on the provider's usual
charges to the public) up to the 75th percentile or the statewide limit,
whichever was lower. For example, both Colorado and Massachusetts set their
statewide limit on reimbursements at less than the 75th percentile in an effort
to serve a greater number of children with the available funds.

Unlike the Title IV-A programs, the CCDBG did not require states to estab-
lish market rate ceilings. However, many states used the same standards for
both the Title IV-A and CCDBG programs. One exception was California, which
established maximum reimbursement rates for CCDBG-funded child care above
the 75th percentile level.

Despite requirements of the Title IV-A programs, the actual payment rates in
many states lagged behind the market rates because the data used in adjusting
payments tended to be updated very slowly. For example, in 1995 Alabama and
Texas were basing their reimbursement rates on market rate surveys that were
conducted in 1991. For states using older market rate surveys, their maximum
reimbursement rates lag behind current market rates.2°

Under PRWORA, states are no longer required to reimburse providers up
to the 75th percentile of market rates. However, most of the case study states
continue to base their maximum reimbursement rates for CCDF child care on
the 75th percentile of local market rates. One exception is California, which has
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continued the higher reimbursement rate that it used under the CCDBG for its
CCDF child care.

Focusing on the maximum reimbursement rates for preschool children shows
how reimbursement rates have changed under PRWORA. Although the maxi-
mum reimbursement rates vary across children of different ages, the general pat-
terns of rate changes are similar across the age groups. As shown in table 5, the
maximum reimbursement rates for full-time subsidized care for a preschool child
before PRWORA ranged from $59 per week (Alabama) to $147 per week (Massa-
chusetts) for center-based care and from $50 per week (Mississippi) to $110 per
week (New Jersey) for care in a family child care home (a private home where one
or more adults care for at least one unrelated child on a regular basis). Under
PRWORA, the maximum reimbursement rates for preschool children in centers
stayed the same or increased in most of the study states.21

In an effort to stretch child care dollars further, as well as to ensure family
responsibility for child care, many states are stressing increased cost-sharing
with parents. Before PRWORA, copayments were not permitted for AFDC recip-
ients receiving child care assistance, were required under TCC, and could be
applied, at state option, under the At-Risk and CCDBG programs. Under
PRWORA, most states have increased parent copayments, with the amounts
increasing as income increases. At least two states (Florida and Wisconsin) have
initiated family copayments for all families receiving subsidies, including fam-
ilies on public assistance.

Table 5 Maximum Weekly Reimbursement Rates for Full-Time Subsidized Child Care for
Preschool Children under Title IV-A Child Care and PRWORA

State

Center Family Child Care Home

Title IV-A
Reimbursement
Rates in Place

in 1994-96

Percentage Change
in Reimbursement

Rates under
PRWORA

Title IV-A
Reimbursement
Rates in Place

in 1994-96

Percentage Change
in Reimbursement

Rates under
PRWORA

Alabama $59.28 18.1% $56.73 5.8%
California 97.73 16.6 93.53 9.3
Colorado 82.69 -9.0 72.69 -4.3
Florida 68.02 13.4 72.61 10.0

Massachusetts 146.87 -7.6 99.76 -2.7
Michigan 65.62 -0.2 61.72 0.0
Minnesota 88.03 22.8 71.78 21.5
Mississippi 60.00 8.3 50.00 -30.0
New Jersey 110.20 0.0 110.20 0.0
New York 113.19 15.2 85.47 18.7
Texas 67.51 11.6 58.15 11.5
Washington 81.04 9.5 79.00 -3.2
Wisconsin 80.57 37.4 80.57 31.0

Source: Information drawn from 1994-96 State Plans for Title IV-A and CCDBG, 1997-99 State Plans for CCDF, as reported by each
state to the U.S. Department of Health and Human Services.

Note: For states with reimbursement rates that vary across geographic regions, these figures represent a weighted average of the
state rates. The age groups used by states in establishing maximum reimbursement rate schedules vary. This table is calculated on the
basis of the rates that would apply to preschool children in care while their parents worked full time. For those states that reported rates
at the county level, the table reflects a weighted average across the counties, calculated to obtain a statewide rate. PI
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Collaboration between Child Care and
Early Childhood Education

In addition to funding child care assistance programs, five of the 13 study
states supplement the federal Head Start program with state funds, and 11 states
invest state funds in their own early childhood education programs (table 6).
The size and the scope of the early childhood education programs vary widely

Table 6 State Supplemental Funding for Head Start and Major State-Funded
Early Childhood Education Programs

State

State Supplements
Funding of
Head Start

State Early Childhood Education Program

Program
Name

State Funding Level
[Children Served)"

Target
Population

Alabama No No program

California No State Preschool
Program

No Colorado Preschool
Program

Yes Prekindergarten
Early Intervention

Yes Community Partnerships
for Children

Colorado

Florida

Massachusetts

Michigan

Minnesota

Mississippi

New Jersey

New York"

Texas

Washington

Wisconsin

No Michigan School
Readiness

Yes Early Childhood
Family Education

Learning Readiness

No No program

No GoodStarts

No Prekindergarten
program

No Prekindergarten
program

Yes Early Childhood
Education and
Assistance Program

Yes Prekindergarten
program

$85 million in SFY
1994-95 [36,000]

$17 million in SFY
1996 [8,500]

$104 million in SFY
1995 96[27,000]

$24 million in SFY
1997 [9,000]

$63 million in SFY
1997 [18,000]

$36 million in SFY
1996 [270,000]

$9.5 million in SFY
1996 [46,000]

$5.2 million in SFY
1997 [41,000]

$47 million in SFY
1993 [19,5001

$101.1 million in SFY
1993 94[110,000]

$23.6 million in SFY
1994 [7,400]

Funding level not
available [18,000 in
SFY 1996]

Low-income
3-5-year-olds

Low-income
4-year-olds

Low-income
3-4-year-olds

Low-income
3-4-year-olds

At-risk
4-year-olds

Parents of all
0-4-year-olds

All 31/2-year-olds to
kindergarteners

Low-income urban
3-4-year-olds

Disadvantaged
3-4-year-olds

Disadvantaged
4-year-olds

Low-income
4-year-olds

All 4-year-olds

Source: Urban Institute case studies.
a. The number of children was estimated as the total dollars of care provided in a year divided by the annual cost of providing care

to a single child.
b. In 1997, New York passed a law establishing funding for a Universal Prekindergarten Program, open to all school districts in the state.
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across the states, although most are prekindergarten programs targeted to low-
income three- and four-year-olds.

Child care and early childhood education can be viewed as separate func-
tions within the broader system of early childhood programs. Child care
focuses on parents' need for someone to care for their children while they
are at work, in school, or in training, and much of child care assistance is
focused on supporting a parent's transition from welfare to work. Early child-
hood education has typically focused on comprehensive child development
services, without regard to the parents' work, school, or training schedules.
Often the early childhood education program is provided for only part of the
day, requiring the parent to organize work hours and child care hours around
the program's hours.

Early childhood education programs, with their emphasis on developmen-
tally appropriate care, also tend to be significantly more expensive than child
care, covering fewer children with a given level of funding. For example, before
PRWORA the Head Start program in California was funded at $26 per child for
a half day, while center-based child care for a preschool child was funded at a
maximum of about $23 per child for a full day of care.

The restricted hours of many early childhood education programs, com-
bined with their higher costs per child relative to child care, have limited the
role such programs play in serving families moving from welfare to work. How-
ever, because substantial shares of the families in early childhood education
programs are welfare recipients, the changes in welfare under PRWORA create
an increased need for collaboration and cooperation between the child care and
early childhood education communities. Traditionally, such collaboration has
been difficult to achieve. Differences in the philosophy behind the programs,
separate administrative structures and funding streams, and differences in pro-
gram requirements have all made collaboration complicated.

In most states, the child care and early childhood education programs are
administered by different state agencies (e.g., the welfare agency vs. the educa-
tion agency).22 In addition, early childhood education programs tend to have a
great deal of local autonomy. The federally funded Head Start program provides
funding to local grantees, bypassing state involvement completely. State-funded
early childhood education programs, when they exist, often pass funds to local
programs, generally based upon local school districts.23 With early childhood
education programs administered by local Head Start grantees and local school
districts, there is not a unified voice for early childhood education in most
states, complicating any collaboration with state child care programs. The chal-
lenge for both child care and early childhood education is to find ways to
ensure the availability of child care services that support both families' efforts
to be self-sufficient and the school-readiness of the children.

Efforts at building linkages between the child care and early childhood edu-
cation programs have been initiated at the federal level (e.g., the federal Head PI
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Start Bureau's Head Start State Collaboration Grants), as well as within individ-
ual states and communities, during the 1990s. Many states have been success-
ful at beginning the dialogue between the child care and early childhood edu-
cation communities. For example, efforts to develop full-day early childhood
education programs have existed within most of the states for a number of years.

Notwithstanding these efforts, few states have been successful at developing
fully collaborative efforts between their child care and early childhood educa-
tion programs.24 In particular, few states have managed to develop programs
that merge child care and early childhood education resources within a pro-
gram that includes elements of both programs. New Jersey has perhaps cov-
ered the most ground in building an integrated system with "GoodStarts," a pro-
gram that provides a full-day preschool program in a limited number of sites.
That program, which is funded from both child care and early childhood edu-
cation funding streams, has been successful at bringing Head Start, child care,
and early childhood education programs together to serve children in 10 urban
school districts.

Because of the local focus of the Head Start program and many state early
childhood education programs, collaborations have tended to be most suc-
cessful as local initiatives. However, building those collaborations can be a
difficult and time-consuming process. In New York City, a community orga-
nization has made several efforts to integrate Head Start and child care pro-
grams in its facilities. The goal of those efforts has been to eliminate duplica-
tion in the systems and leverage the available child care and early childhood
education funds to create a program that meets the child care needs of the
working family while remaining true to the child development goals of the
Head Start programs. As the New York City respondent noted, collaboration is
being built "one site at a time."

Efforts at collaboration between child care and early childhood education
will expand as states work to meet the needs of low-income children and
their families more effectively. The pressure for increased collaboration
arises in response to three factors: (1) the increased flexibility in child care
funding under PRWORA, (2) the significant shares of early childhood edu-
cation children in families on welfare, and (3) the fact that neither child care
nor early childhood education programs are able to serve all eligible fami-
lies in most states. However, it is likely that the philosophical and program-
matic barriers that stymied successful collaboration before PRWORA will
continue to slow states' efforts to establish such collaborative programs. One
proposal to facilitate more state-level collaboration that is being voiced more
frequently across the states is to provide federal Head Start funding to each
state to allocate across its local communities. Providing a role for the state
in the process would promote greater coordination with other state early
childhood education and child care programs, the proponents believe. How-
ever, some Head Start supporters are concerned that a block grant would
dilute the national standards for Head Start and result in decreased invest-
ment in early childhood education.
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Conclusions

The Personal Responsibility and Work Opportunity Reconciliation Act of
1996 (PRWORA) made fundamental changes in federal child care assistance
programs for low-income families. Under the new Child Care and Develop-
ment Fund (CCDF) block grant, states have much greater flexibility in adminis-
tering their child care programs and in determining who is eligible for child
care assistance and what payments are made for that assistance. In addition,
PRWORA substantially increased federal and state funding for child care in its
first year of operation, with many states increasing their child care investment
beyond that required to draw down the federal funds available under the CCDF.

Despite the increased investment in child care under PRWORA, there is a
great deal of uncertainty among state officials about the long-run adequacy of
federal and state funding levels. The increasing work requirements and time lim-
its under Temporary Assistance for Needy Families (TANF), the caps on federal
funding, and an unknown economic future have made states hesitant about
expanding coverage under their child care programs in the short run. In addition,
the PRWORA requirement that a significant share of CCDF funds be allocated to
welfare and welfare-related families means that states have less opportunity for
innovative new child care programs than might have been expected under the
block grant. The child care entitlements for welfare families in place before
PRWORA have been replaced by a preference for assistance under PRWORA.
As a result of these factors, most of the study states have made relatively nar-
row changes in their child care programs. The exception is Wisconsin, which has
established a universal child care program that serves all eligible families seek-
ing assistance. The state was able to undertake this major program change by
investing substantial levels of new state funds and setting the eligibility criteria
well below the federal maximum allowable income eligibility level.

With falling welfare caseloads and increased funds available under
PRWORA, all of the study states have had more than adequate funds to serve
their welfare populations. However, as was true before PRWORA, only a few of
the states have been able to serve all of the nonwelfare low-income families
seeking child care assistance. The challenge remains in each of the states to pro-
vide enough child care assistance to meet the demands of welfare reform while
continuing to serve nonwelfare working poor families. In an effort to ensure that
the child care demands of welfare reform do not completely crowd out child
care support for the working poor, several states have invested additional state
dollars in child care that is targeted to that population. However, no state is con-
sidering guaranteeing child care assistance to all families who would be eligible
under the federal maximum allowable income levels.

In contrast to the limited changes in program design, the study states have
made more significant changes in the administration of child care assistance.
Four of the seven states that had not established a fully seamless system of child
care assistance before PRWORA have moved to consolidate child care assis- PI
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tance programs within a single state agency, an important first step to an inte-
grated system. Even in states that had achieved substantially seamless systems
before PRWORA, additional administrative refinements are being contem-
plated. For example, Florida intends to build a system of early childhood pro-
grams that bridges the administration of child care and early childhood educa-
tion programs. Although less explicit as a goal in the other states, efforts at
better coordination between child care and early childhood education programs
are under way in all of the states. While the traditional philosophical and pro-
grammatic barriers that have slowed collaboration efforts in the past still exist,
the increased pressures on both systems under PRWORA are likely to generate
more progress in the future.

Overall, the study states' initial responses to the opportunities to redesign
child care assistance under PRWORA have been relatively limited. However, as
states continue to reevaluate their child care systems, develop their TANF pro-
grams, and gain greater experience with child care needs under TANF, they
are likely to take greater advantage of the flexibility of PRWORA to restructure
their child care systems.
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Notes

1. Families also receive assistance with child care costs through the Child and Dependent Care
Tax Credit, the single largest source of child care assistance before the CCDF existed. How-
ever, the tax credit, as a nonrefundable offset against income tax liability, does little to aid
low-income families who owe no federal income tax. Almost $2.7 billion was claimed
under the dependent care tax credit in 1995 (U.S. Internal Revenue Service, 1995).
PRWORA does not affect this credit. In addition, most states allocate a portion of their
Title XX Social Services Block Grant (SSBG) to child care.

2. States received federal funds according to each state's "Medicaid matching rates." These
rates, which are inversely related to state per capita income, are used to determine the fed-
eral and state share of costs for Medicaid and the former AFDC and Title IV-A child care
programs. In 1996, these rates ranged from 50 to 78 percent. 1996 Green Book. U.S. House
of Representatives, Committee on Ways and Means, 1996.

3. Before PRWORA, states were required to use 25 percent of their CCDBG funds for activi-
ties to improve the quality and availability of child care. PRWORA lowers that require-
ment to 4 percent, but applies it to all federal CCDF funds.

4. While PRWORA increased federal funding for child care under the CCDF, another provision
of the legislation somewhat offsets that increase. PRWORA reduced funding for the Title XX
SSBG, a supplemental source of child care funding in most states, by 15 percent per year
over the 1996-2002 period. In FY 1997, this lowers the total SSBG funding from $3.0 billion
to $2.6 billion. Federal Budgetary Implications of the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996. Congressional Budget Office, December 1996.

5. The regulations governing the allocation of the CCDF funds are quite complicated. For a
detailed summary of child care provisions of the PRWORA legislation, see "A Summary of
Key Child Care Provisions of H.R. 3734, the Personal Responsibility and Work Opportu-
nity Reconciliation Act of 1996." Washington, DC: Center for Law and Social Policy, 1996.

6. Under the child care provisions of PRWORA, a state is required to maintain its historic level
of Title IV-A child care spending to access its designated share of the matching funds avail-
able under the CCDF. Under the Temporary Assistance for Needy Families (TANF) provi-
sions of PRWORA, there are additional incentives for the state to maintain at least a part of
that child care spending. A state's TANF block grant will be reduced if the state fails to
spend 80 percent of its "historic state expenditures" for "qualified state expenditures" in the
prior year. State expenditures on child care up to the state maintenance-of-effort require-
ment for child care matching funds can be counted toward the state's "qualified state expen-
ditures" under TANF.

7. For a discussion of state options under TANF, see Sheila Zedlewski and Linda Giannarelli,
Diversity among State Welfare Programs: Implications for Reform, Brief No. A-1, Washing-
ton, DC: The Urban Institute, January 1997. For a discussion of the issues surrounding the
use of TANF funds for child care, see Mark H. Greenberg, "Spend or Transfer, Federal or
State? Considerations in Using TANF and TANF-Related Dollars for Child Care." Washing-
ton, DC: Center for Law and Social Policy, January 1998.

8. "The Child Care Challenge: States Leading the Way." Washington, DC: Government Affairs
Department, American Public Welfare Association, August 1997.

9. See The New Child Care Block Grant: State Funding Choices and Implications. Sharon K.
Long and Sandra J. Clark. New Federalism: Issues and Options for States, Series A,
No. A-12, Washington, DC: The Urban Institute, October 1997. These estimates do not cap-
ture changes in families' work or child care decisions in response to PRWORA. To the
extent that more families enter the workforce because of TANF, or seek child care assistance
because of the increased availability of funding, the estimates will overstate the share of
children who can be served.

10. "Child Care: Working Poor and Welfare Recipients Face Service Gaps." Washington, DC:
U.S. General Accounting Office, May 1994.
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11. The changes under PRWORA that have direct implications for state child care programs
include (1) a narrower definition of work activities; (2) an increase in the number of hours
required for participants in work activities; (3) the elimination of many categories of exemp-
tions from the work requirements (under PRWORA, there are exemptions only for single
parents with children under the age of six who cannot find child care and single parents
with children under the age of one); (4) a requirement that a greater share of the state's
nonexempt caseload participate in work activities; and (5) a five-year time limit for federally
funded assistance. For a brief outline of requirements in cash assistance programs under
AFDC and now TANF, see A Comparison of Selected Key Provisions of the Personal Respon-
sibility and Work Opportunity Reconciliation Act of 1996 with Current Law. The Urban Insti-
tute, August 1996.

12. Under the Transitional Child Care program, some states also limited eligibility by income,
so that some otherwise eligible families did not receive assistance for the full 12 months.
Nine of the 13 states restricted TCC eligibility to families with incomes ranging from less than
118 percent of FPL in Alabama to 270 percent of FPL in Massachusetts. Four states (Califor-
nia, New Jersey, Texas, and Washington) placed no income restrictions on TCC eligibility.
These figures are from Christine Ross, "State Child Care Assistance Programs for Low-Income
Working Families" (Table III.1: Income Eligibility Guidelines for Transitional Child Care in
1994, by State), Washington, DC: Mathematica Policy Research, April 2, 1996.

13. The federal statute defines this as the unavailability or unsuitability of formal or informal
child care arrangements within a reasonable distance from the recipient's home or work-
place, but states have some leeway in interpreting and enforcing this rule.

14. In 1997, states were required to meet work participation rates of 25 percent of their single-
parent families and 50 percent of their two-parent families on public assistance. These rates
increase to 50 and 90 percent, respectively, by 2002.

15. Some states have set additional eligibility criteria for their child care programs. Michigan, for
example, requires applicants to seek other income such as child support and unemploy-
ment compensation as a condition of eligibility. New York also requires applicants to provide
documentation that they are pursuing child support payments. Wisconsin has implemented
an asset test for child care eligibility; families are allowed no more than $2,500 in assets,
excluding the value of their home and the first $10,000 of the value of their family car.

16. Several states have established TANF program rules that should reduce some of the demand
for child care assistance. In particular, Alabama, Minnesota, Mississippi, New York, and
Washington exempt a parent of an infant under age one from the TANF work requirement.

17. To help offset the costs of providing assistance to more families, Wisconsin also increased
family copayments and created a new category of child care providers who are paid at a
lower rate.

18. Although not addressed in this report, there is concern among state officials and advocates
across the study states about the adequacy of the supply of child care at the existing re-
imbursement rates. Before PRWORA there were shortages of providers of infant care, school-
aged care, care for children with special needs, and care at nontraditional hours. These short-
ages are expected to worsen under PRWORA with the anticipated increases in the demand
for care. States are starting to implement a variety of policies to encourage increases in sup-
ply. For example, California increased the child/staff ratio for school-aged care so that a
provider can now serve more children. Similarly, Massachusetts has created a new category
of provider, the large family day care provider, that is licensed to care for more children
than the state's family day care provider. See "States' Efforts to Expand Programs." Wash-
ington, DC: U.S. General Accounting Office, January 1998.

19. The 75th percentile standard for the reimbursement rate was established to ensure that low-
income families could purchase, at a minimum, 75 percent of the child care available in their
community.

20. At least one state (Florida) undertook an annual update of its market rate survey.

21. At least two states (Florida and Wisconsin) have established differential rates that provide
higher (lower) levels of reimbursements for providers who meet higher (lower) standards.
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22. Among the states in this study, only Minnesota administers its child care and early childhood
education programs out of a single state agency. This is a relatively recent organizational
change (1995) that so far has had little impact on collaboration between the two types of
programs. At the time of the site visit, the child care and early childhood education staff in
the new agency operated independently.

23. Although most programs are administered through local school districts, there are excep-
tions. California's State Preschool Program provides grants to local public agencies, nonprofit
organizations, and schools. Massachusetts distributes funds to local community councils,
which then allocate funds to organizations in their communities. The funds for Washington's
Early Childhood Education and Assistance Program are available to any entity in the com-
munity that can demonstrate that it meets community need. Local grantees include school
districts, community colleges, community action groups, child care providers, local govern-
ments, and tribal organizations. In Massachusetts and Michigan, the state's early childhood
education providers are often also the local Head Start grantees, ensuring greater collabora-
tion across state-funded programs and Head Start in those states.

24. Respondents in California and Michigan noted that they have also had difficulty building col-
laborative relationships between state early childhood education programs and Head Start,
where the philosophical barriers, at least, are less pronounced than between child care and
early childhood education.
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