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ChildWise: Focus on Family Economics is a six-part series to promote
sound public paliciesthat help familieswork, ear n sustainablewages, and invest their
money tocreateafinancially securefuture. ChildWise iswrittentohelp policymakers,
advocates, social serviceproviders, and thegeneral publiclearn moreabout policiesand
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Care 4 Kids:
A Critical Support for Working and Learning

by Jude Carrall

In Connecticut, the child care subsidy system is made up of two programs,
state-funded contractsto child care centersand the Care 4 Kidsprogram. Care
4 Kids providesvouchersto families, who chooseamong child care providers
that qudify for theprogram.

Over the past 30 years, Care 4 Kids has grown from awell-kept secret to a
program that provided financial assistanceto amost 40,000 childrenin 2000.
Over the past three years, funding has plummeted from $121.5 millionin SFY
01-02 to aproposed $60 millionin SFY 04-05. Asaresult, enrollment has
dropped to fewer than 20,000 children, and awaiting list, created inthe summer
of 2002, hasgrown to morethan 17,000 children.?

Thispoalicy brief explorestherole Care4 Kids playsin supporting the economic
security of working familiesand the effect current policy and funding decisions
have had on accessto thissubsidy program.
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Why is Care 4 Kids Important to
Connecticut’s Working Families?

Child careisoneof theimportant supports parentsneed
to find and keep employment. Child care, in most
instances, isthemost expensivebill aparent hasto pay
after therent andthefamily’shedthinsurance premium.
Young parentswho must pay thehigh cost of child care
often havelimitedfinancid resourcesfromwhichtodraw
for thislarge budget item because they havenot beenin
thelabor market long enough to have accrued assets
that can support thislargeannual outlay.

Thedrainof costly child careexpensestypicaly occurs
atalow pointinparents earning potentia. Incontrast,
and quiteironicaly, government support intheform of
grantsand loansfor collegetuition and other feesis
avallableat atimewhenfamily credit and assetsarelikely
to be more stable than when child care costs are the
highed.

In early 2004, the average cost to parentsfor afour-
year old enrolledinaConnecticut child care center was
$8,240; undergraduate in-state tuition and fees at the
University of Connecticut were $6,806.2 (Figure 1)
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Source: INFOLINE, http://www.childcareinfoline.org/Profes-
sionals/FeeCT.asp, and UConn Student Financial Aid Ser-
vices, http://vm.uconn.edu/~www.faid/

Thisequationilludratesthefinancid commitment thestate
of Connecticut hasmeadeto higher education, andit should
belauded. Itisequdly apparent, however, that the Sate
has not made the same commitment to its youngest
students, whose formative devel opment isasimportant
to thewell-being of the state and itseconomy.
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A Real-Life Story

Lisa, asnglemother from Vernon, applied for
child care assistancein August 2003 for her
two children, agesfour and seven. Sheearns
$10 an hour and works from 30 to 35 hours
per week. Her annual sdary isa most $18,200
andisbarely enough to cover rent, food and
trangportation. It definitely doesnot cover the
cost of child care.

Lisaprevioudy received child careassistance,
but shelost her job, moved, and subsequently
lost her subsidy. Shefound achild carecenter
that offersher areduced feebased on her ability
to pay, but the center isunableto make up the
difference between what it coststo run their
program and what Lisaisableto pay. Now
Lisaandthedirector of her children’schildcare
program both worry about how long this
gtuationcanlast.

LisaisontheCare4 Kidswaitingligt, but there
aremorethan 7,000 familiesin front of her.
Lisa, her children, the child care center, and
her community would benefit if shereceived
Care 4 Kids. Lisawould be able to work
without worrying about child care. Her children
would remaininasafeand high quality center
that ispreparing themfor school success. Her
child carecenter would receiveadditiona funds
that would helpto defray someof itsexpenses.
Her community would continueto receive her
tax dollars.
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Why Is Care 4 Kids Important to
Municipalities and the State?

Statesand municipditiesbenefit fromtheavailability of
child caresubsidiesinanumber of ways. By indirectly
supporting parental employment, subsidiesstrengthen
thetax base and Connecticut’' seconomic vitality.

Child caresubsidies, along with parent fees, sustainthe
day-to-day operation of avariety of settings of care
that make up aportion of the small business sector of
many communities. Perhapsthemaost popular program
that Care 4 Kids directly supportsis Connecticut’'s
School Readiness program. Since 1997, over 6,000
three- and four-year oldsin our Priority School Digtricts
havebeen enrolledin pre-school programsinwhichthey
learn skills that will help them when they go to

kindergarten.

Research conducted to evaluate the impact of

Connecticut’s School Readiness programs in

Middletown, New Haven, and Bridgeport hasshown
that children enrolled in those programs scored higher
on avariety of teststhan children who did not attend
School Readiness. Childrenin School Readiness pre-
kindergarten programs had increased academic
competence, reduced behavior problemsin 4t grade,
improved attendance and gradesin e ementary school,
and higher scoreson state achievement tests.*

Research conducted nationally shows that quality
programs which focus on physical, emotional and
cognitive devel opment provideyoung childrenwitha
strong foundation for further education and successin
life. Onestudy that followed children for almost 30
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yearsshowed that children who participatedintwoyears
of quality preschool had higher employment, education
and homeownership rates, lower out of wedlock births,
andlower juvenileand adult incarceration ratesthantheir
peerswho did not have such an experience.®

So, inthisway, by supporting quality early childhood
education, Care4 Kidsa so supportsthefuture success
of young children. This, too, isimportant to Connecticut’'s
economy and thewell-being of our citiesand towns.

Theimplementation of School Readinessanditsresulting
impact on child outcomes could not happenwithout Care
4Kidsfunding. Fromitsinception, the state’s School
Readinessprogram hasrelied on Care4 Kidsand parent
feesto pay for thecost of care. Without the Care4 Kids
subsidy, municipalitiesand community-based centers
could not runtheir individua School Readinessprograms.

Care4 Kidssupportsfar morethan the School Readiness
programsinour Priority School Digtricts, however. The
subsidy isused in state-funded center programs, Head
Start wrap-around programs, and family child care. A
relativewho caresfor achildinthe child’sown home
also can recelvethe subsidy. The child care subsidy
programisavailablefor any agechild frombirthto age
13, indludinginfants, toddlers, pre-schoolers, and school -
agechildren.
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Care 4 Kids: Investingin

Investing in Children Is an Investment
in Working Parents

Research showsthat financial help with child carefees
increasesthelikelihood that parents can afford to stay
onthejob. Severa studieshavefound that providing
child care subsidies to single and married mothers
increasesthe r probability of employment and thelength
of time recipient mothers remain in the labor force
compared to mothers who do not receive child care
assgtance®

The Child Care Subsidy Balancing Act

Inanideal world, thefunding of child care subsidies
would be adequate to ensure high quality carefor all
children needingit. All familiesunder acertainincome
ceillingwould beeligiblefor the government support.
Intake would be open throughout the year to
accommodate parents asthey entered thework force.
Information would be widely disseminated so that
eligible parents could find assistance easily.
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Unfortunately, because stateand federd funding together
have never added up to alevel that would support a
large number of families needing child care and the
subsidy, state Care 4 Kids administrators are caught
between arock and a hard place in terms of policy
decisonsthat affect whoiseligiblefor thesubsidy and
how much eachfamily receives. Among thequestions
and considerationsthat drive subsidy policy arethe
fdlowing:

< Should parentd employment, children’sneedfor
quality care, or acombination of both be the
focusof theprogram?

< Should adminigtratorslimit thedollarsfamilies
receivein order to serve agreater number of
families?

<  Which parentsshould receiveasubsidy?

< Atwhaincomeleve shouldthedigibility calling
beset? and

< Should all typesof child carebecoveredoris
therealevel of qudity below whichthesubsidy
should not beavailable?

Theamount of Sateandfederd fundingtheprogramrecaves,
inpart, influencestheanswer to each of thesequegtions.

Likemany states, Connecticut’sthriving economy came
closeto supporting full employment of mothersmoving
fromwelfaretowork inthe early yearsfollowing that
legidation’spassagein 1997. Asit hadinthepast, the
genera public and policymakersembraced support for
the cost of going to work, including that of child care.
But asthe state’ seconomy took anosedive, the Care4
Kidsbudget was cut substantially, and Connecticut’s
working poor — both thosewho had been on assstance
and those who had never applied for welfare benefits
—lost their claimto child care support.
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children and families

Recent Policy and Funding Decisions

Prior to the summer of 2002, working parentswho
applied for the Care 4 Kids Program wereligible
for thesubsidy if they earned lessthan 50% of the
State Median Income (SM1). Onceontheprogram,
family income could riseto 75% of the SMI.

Butin July 2002, legidation went into effect which
mandated that working familiesnot on Temporary
Family Assstance(TFA), thestate swdfareprogram,
wereno longer dligibleto enroll inthe Care4 Kids
Program. Non-TFA Families who were already
receivingthesubsdy remaineddigible. A waitinglist
wasdevel oped for working non-TFA families.

By March 2004, the Care 4 Kidswaiting list had
topped 10,000 familieswith 17,000 children. There
arealmost asmany children onthewaiting list now
astherearechildren who receivethe subsidy.

During the2003 legidative session, thedecisonwas
madethat TFA familieswho transition off public
ass sanceand whoseincomereachesor exceeds55%
of the state medianincome becomeindligiblefor the
Care 4 Kids program. As aresult of this second
legidativechange, therearenow twodigibility cut-off
points. No changewasmadeto TFA digibility while
parentsareworking or enrolledinatraining program.
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Care 4 Kids Program Data

Datafrom the Department of Social Services(DSS) show
how participation inthe subsidy program hasdeclinedin
theone-year period betweenfall 2002 and fall 2003. Here
aretdling gt gticsfrom Department reports.

Spending by Family Category

Familiesareclassified into severa categoriesfor Care4
Kidsdigibility purposes. Thelargest of these categories
are: (1) familiescurrently active on Temporary Family
Assstance (ATFA), (2) working familieswho havemoved
off TFA (PTFA), (3) working non-TFA familiesearning
lessthan 50% of the state median income (E < 50%), and
(4) working familiesearning between 50% and 75% of the
state medianincome (E > 50%).

According to DSSfigures, between September 2002 and
September 2003 thelargest declinein spending wasfelt by
working non-TFA parentsearning lessthan 50% SMI. The
dollarsspent for thisgroup of parentswent from $5 million
in September 2002 to $1.8 million in September 2003.”
(Figure?2)

Figure 2
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SOURCE: Connecticut Department of Social Services. Care 4 Kids
Report ID: CTOO05RP. (September 2002 and September 2003).
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Participation by Income

When we look at participants’ income as a percent
of the state median, we see the same pi cture but from
a different perspective. In October 2002, 6,433

househol dsearning lessthan 20% of the state median
incomewererecalvingthesubsdy. Anadditiond 12,298
househol ds earned income between 20% and 50%
SMI. By October 2003, participationfell by closeto
50% across al income categories. The number of

househol ds earning between 20% and 50% of the state

median had falento 6,455, whileonly 3,395 households
earninglessthan 20% of themedian were participating.®

(Figure3)

Figure 3
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SOURCE: Connecticut Department of Social Services. Care 4
Kids Report ID: CTO13ARP. (October 2002 and October 2003).

Child Enrollment

Here, again, weseethat thegrestest dedinebetween 2002
and 2003wasfdt by non-TFA workingfamilies. Almogt
7,600 childrenin non-TFA households Ift the program
during thet time period without returning themsdlves or
being replaced by other non-TFA households® (Figure4)

Figure 4
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SOURCE: Connecticut Department of Social Services. Care 4
Kids Report ID: CTOO8ARP. (October 2002 and October 2003).
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Setting of Care

Slightly morethan 2,000 children who werereceiving
carein achild care center or group child care setting
left the program between October 2002 and October
2003.%° (Figureb)

Figure 5
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SOURCE: Connecticut Department of Social Services. Care
4 Kids Report ID: CTO13BRP. (October 2002 and October
2003).

Whilethereasonfor their departure cannot bedetermined,
theimpact of thislossto child care center budgetsis
moreeasy todetermine. Anecdotal informationindicates
that many child care center programshave had difficulty
remaining open after thislossof revenue. Good Shepherd
Child Care Center in Milford estimated | ost revenue of
$52,000in 2003 dueto cutsin Care4 Kids.** Inearly
2004, the center wasfacing adeficit of $65,000; it was
unclear what portion of thisamount would beaccounted
for by Care4 Kidslosses. Onecenter, Creative Child
Carein New Britain, hasclosed already dueto lack of
funding. Two after-school programsin Hartford, at
Betancesand MariaSanchez Schools, havegiven parents
noticethat they will closetheir doorsby theend of March
duetolack of funding.

Severd additiona pointscanbeseenfrom Figure5. Fird,
relaivecare, dsoreferredto askin care, isused by many
familiesreceiving the child care subsidy. Second, the
number of kith care providers, defined asneighborsor
friends, dropped significantly between 2002 and 2003.
Rather than resulting from digibility or funding changes,
thisdrop occurred because of apolicy changeinitiated
by the Department of Social Servicesin 2001. The
subsidy payment ratefor thiscategory of caregiver was
reduced to establish anincentivefor unregul ated providers
to become licensed. Finally, exempt care, which

includes private and public school-based programs,

comprises avery small portion of the types of care
that are paid for by the subsidy program.
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Policy Implications

While we cannot attribute a definite cause to the
exodus of such agreat number of non-TFA working
parentsfrom the Care 4 Kids program over the past
two years, we know that budget reductions and
administrative limitations prohibited any new non-
TFA parentsfrom entering the program. Ultimately,
theimplementation of welfare-to-work policiesand
the state’s economic problems have resulted in
program decisionsthat prevent working parentswho
have never recelved welfare assistancefrom gaining
access to the child care subsidy that would help
them with the cost of work.

Thisshift in policy, along with the extensive use of
relativecareby somany families, hasresultedinalarge
reductioninthenumber of Care4 Kidschildrenenrolled
inchild carecenters. Thesedatashow that the policy
changes of the past two yearsare having anegative
impact onthestate' searly careand educationindustry,
causing financial instability within many currently
operating programs.

If morechild carecenter programscloseor reducethe
number of children enrolled asaresult of theloss of
Care4 Kidsfunding, thispolicy decisonwill produce
adomino effect for working parents, whether or not
they receiveachild caresubsidy or welfareassistance.
If many centersclose acrossthe state, Connecticut’s
economy asowill beaffected.

Care 4 Kids Action for the 2004
Legislative Session

The Connecticut General Assembly can take the
following actionsin 2004 to improve the economic
security of low-incomefamilies:

< Ataminimum, restore Care4 Kidsfundingto
$90 million in the SFY 04-05 budget (not
including the one-timefederal TANF bonus
funds received by the state) and to $121.5
million'?inthe SFY 05-06 budget;

< Requirethe Department of Social Servicesto
spend all appropriated Care 4 Kids funds
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rather than returning unspent dollarstothe Generd
Fund,;

< Support the Governor’sproposal to expand the
eligibility time line for Care 4 Kids from six
monthsto fiveyearsfor former TFA families;

< Set asideaportion of the Care4 Kidsfunding
for non-TFA families; and

< Requirethe Department of Social Servicesto
stipulate conditions under which the program
will be administered by thefor-profit recipient
of the Care 4 Kids contract. Such conditions
would include, among other requirements:
prompt payment to providers of care, prompt
review of applications, and areduction in the
number of complaints from providers and
parents. This would help to avoid families
dropping out of the program and programsfrom
dropping out of the system due to problems
associated with the subsidy program’s
adminigration.

Conclusion

It has been almost two years since the Care 4 Kids
waiting list was established. An entire pre-school
cohort has missed the opportunity to benefit from the
child care subsidy.

Care4 Kidshasaprovenrolein helping parentswork.
We can see the link between child care subsidies,
quality care, and children’s academic and lifetime
success. Whiledifficult decisionsare needed to balance
thestate'sbudget during tight economic times, it isshort
sighted to cut programsthat result in greater family
economic security in the long term. Connecticut’s
policymakersshould -

stand by all working .
familiesbyreinvesing ¢
in the Care 4 Kids
child care subsidy

program.

For more information on the Connecticut
KIDS COUNT Project, call Jude Carroll, Project
Director, at (860) 951-2212, ext. 24o0.
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