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Part Two
Working Papers

Introduction

Part Two of the Phase III California Cares report includes reports from the eight
tasks included in this phase of the project as well as summary information.
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Section One summarizes the task reports in various ways. First is a listing of
findings and recommendations from the eight reports. Second, a matrix is
presented which shows how the recommendations from the task report relate
to the definition of seamlessness and the guiding principles for the AB 2184
study. Following the matrix is a series of charts summarizing policy themes,
common threads which ran throughout recommendations from seven of the
eight separate tasks. Task 8, Child Care and Integrated Services, is not
included on the policy themes because no formal recommendations were
made in the report. Finally a summary of task and work group
recommendations relating to preserving and increasing the quality of
subsidized child care and development programs is included.

Section Two contains the task and working group reports and
recommendations.
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Summary of Task Report Findings and Recommendations

Task 1: Program Structures and Fiscal Allocations
Findin

1. The current child care and development system should be simplified by
eliminating, reducing or collapsing program types.

2. Existing infrastructure for the system should be stabilized and, where necessary,
expanded.

3. Uniform eligibility criteria should be established, to the extent feasible, applicable
to children and families regardless of funding stream.

4. An allocation mechanism should be developed which would adequately convey
state priorities and would allocate resources based on agreed-upon need criteria
(including a component designed to create greater equity among geographic areas
over time).

Re endation

1. The current program structure should be reduced to two basic types, contract and
alternative payment/certificate.

Contracts would cover child care centers, family child care networks, and preschool
programs, which meet specific curricular and program requirements. The contract
process should be simplified by eliminating a number of separate programs and by
requiring a single contract per agency rather than distinct contracts for each program.
We recommend retaining only two basic contract programs, funded by a
combination of state, federal and local funds":

* General Child Care, providing full and part-time care for the general

population of children.
¢ Preschool, providing a full-and part-time school-readiness curriculum to
three and four-year-olds.

In addition to the two basic contract types, two programs which address the needs of
particular populations are maintained.

¢ Children of Migrant workers, serving the needs of seasonal migrant workers

! In addition to the directly federally funded Head Start program

6
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* Teen Parents serving teen parents and bringing together resources now
allocated to four separate programs, Pregnant Minors, SAPID and Cal

Learn/Adolescent Family Life.
Of course, all programs will meet the needs of children with disabilities.

Alternative Paymenthertlﬁcates These fund case management and any licensed or
license-exempt child care services selected by the parent.

2. The following statewide priorities for enrollment in all subsidized child care and
development should be established:

A. Child Protective Services (CPS)
B. Children of Parents receiving Public Assistance and Working (or engaged
C. Children of the Working (or engaged in work-related activities) Poor not on

Public Assistance
D. Children of Non-Working Poor ( for State Preschool only)

Families with special needs, working or non-working, would also be eligible for
services, if income eligible. These include:
¢ Children with a medical or psychiatric special need that cannot be met
without the provision of child care
¢ Parental incapacity (to the extent that the adult’s ability to provide normal
care for the child is significantly limited)
e Parents in need of temporary care because of illness or injury
¢ Parents in need of temporary relief from extraordinary care-giving demands
(e.g. severely handicapped children).

3. The state should establish a formula to determine the appropriate share of state
dollars that would be spent within each county, in order to insure statewide
uniformity and equity in the allocation of these precious resources. These two state
funding streams would provide funding for both contract and alternative

payment/ certificate programs.

The state would implement a process similar to that used by CDE to allocate funds to
counties under the federal block grant. It is essentially a four step process.

Step One: Determine relative need by county, using the following variables:
Families on AFDC (available from CDSS)

Number of children receiving free and reduced price school lunches (CDE)
Women in the Work Force with Children (available from EDD)

Number of open child abuse cases (CDSS)

Number of Live births (Department of Finance demographic unit)

Step Two: Determine relative resources received by agencies and providers in each
oounty. Resources would be calculated in two categories: those devoted to half-day
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school readiness programs, including Head Start and State Preschool; and those
devoted to all other state and federal child care funding sources for child care,
including General Child Care, Alternative Payments Programs, the Child Care and
Development Block Grant, Title IV-A, At-Risk Child Care, Gain Child Care, etc.

Step Three: Identify relative gaps by county

Step Four: Reduce the relative gaps. Equalization calls for first, protecting the base
by giving full cost-of-living adjustments to existing programs and then weighting
the growth money so that a higher percentage goes toward closing the gap between
counties.

Task 2: Data

Findings:

1. There are currently very limited data available to inform the state and local

communities about the demand, supply, cost and quality of child care and
development services. This dearth of information makes it virtually impossible to

allocate resources efficiently and provide services effectively.

2. The information that is collected is not compatible between programs
administered by the Department of Education and the Department of Social
Services, and a significant amount of important data is not aggregated at the state
level. There is neither a mandate nor a coordinated infrastructure of technology and

people to capture and aggregate data.

3. Data collection efforts must be standardized within the child care and
development community.

4. Although local information systems are either being designed or are in place to
serve specific components of the child care and development system, there is no
coordination among these efforts. These include the Provider Accounting
Reporting Information System (PARIS), the California Student Information
System, and FACES under development by the Department of Education, CDSS's
SAWS system for use by the welfare system, the California Child Care Resource and
Referral Network Data Standardization Project, and Head Start automation efforts.

Recommendations
Phase 1: “Census”

CDE and CDSS should immediately start to develop and implement a “census” of
all children receiving child care and development services to provide baseline
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information and answer the most basic policy questions. This census should not be
limited to providers with automated systems.

The census should include the following questions:

At this time, what best describes the service setting of this child?

When was the child born?

How many hours per week does the child receive services?

For children in certificate (or income disregard) programs, what is the rate the
provider actually charges for this care?

What are the circumstances by which this child is entitled to subsidized care?
What is the monthly gross income of the household in which this child
lives?

e What is the size of this child's family?

In what zip code does this child attend child care?

In what zip code does this child reside?

Phase 2. Regional Automated Data Collection

1. The state should create regional (usually county-level) data centers where data is

shared between agencies. Confidentiality would be ensured by establishing
different access privileges for users. Each center would have a computer capable
of handling a large client-server database, consisting of all data which could be

shared. Data would be aggregated at the regional level.

All County Welfare Departments, Alternative Payment Programs, providers and
Resource and Referral Programs would be hooked up to a data center. All
providers would need at least minimal hardware. Where automation currently
exists, current systems would remain in place, using translation tools. Changes
would occur with sharing data over the network. Users would require training
about how the network works, and to use new data sharing tools. For sites
which do not need much automation, World Wide Web software would be
developed to enable them to share data and access information.

Phase 3: Technology -based Child Care and Development Administrative Services
1. An automated administrative infrastructure should be developed to manage the

administrative functions of child care and development services, such as
eligibility determination and re-certification, waiting list management and
intake; a by-product of this system would be data collection.

In order to develop this infrastructure, the state should give families an
individual identification number, and use bar-code technology to receive and
enter data into the data collection system, as well as run daily administrative

operations.
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3. For providers who do not need a computer, such as license-exempt providers,
tools should be developed to permit providers to enter ID numbers on receipts or
other forms which could be sent to an AP agency or county welfare office to be

scanned into the system.

Task 3: Family Fee Schedules

California currently requires parents in some child care and development programs
to contribute to the cost of services according to a sliding family fee schedule. This
schedule only asks parents earning above 50% of the State Median Income to pay for
services and does not charge parents additional fees for having more than one child
in care. Focus groups of parents on waiting lists, or participating in subsidized child
care and development programs, conducted in Phase II of the project, strongly and
consistently indicated a belief that all families should contribute to the cost of care
for their children. In view of these focus group findings, as well as very large unmet
need for services, and the anticipation of an even higher need due to welfare
reform, PACE explored the potential for generating additional revenue through the
modification of the existing fee schedule in order to serve additional families.

Three alternative fee schedule models were developed, each based on different
principles: Model 1, Percent of the Actual Cost of Care, assessed fees according to the
cost of the care selected by parents; Model 2 was simply a Percent of Family Income;
and Model 3 was based on a Percent of the State Reimbursement Rate (SRR). Data
from five different sources in the state were collected including information on
1,834 families receiving California Department of Education services. These sites
represented urban, suburban and rural areas from northern, central, and southern

California.

The data were analyzed to determine the gross revenues that would be expected
under the current fee schedule and under each of the three models. The models
were also evaluated according to a set of criteria including: affordability for families;
equity; simplicity; notch and cliff avoidance; and political and legal feasibility. The
overall results supported the third model, Percent of the SRR, as the most viable
alternative.

Findings:

1. The gross revenue that would be generated under Model 3 would be four times
that currently generated through the family fee schedule. As designed, it requires
all families, at all income levels, to contribute something to the cost of care, and
also requires parents to pay according to the number of children in care (but at a
reduced rate for each additional child). In addition, the financial burden on
families would increase. Currently, families pay between zero and 10% of gross
income; under the Percent of SRR model, they would pay between 5% and 25% of
gross income, with higher income families paying a higher percentage, and only

10
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some families at or above 75% of the state median income would pay at the 25%
level.

2. While Model 3 was determined by PACE to be the best alternative to the current
model in order to generate additional revenue and to serve additional families,
there are policy decisions that must be made and tradeoffs to consider. In
particular, the goal of having all families pay for services (creating an equitable
system that empowers all parents as child care consumers) must be considered in
light of the finding that collecting fees from the lowest income families (between
1% and 25% of State Median Income) would not be cost effective. An alternative,
for those earning in the lowest quartile of the State Median Income, would be to
require either a family fee, or some sort of in-kind assistance from parents.

3. The additional financial burden placed on families by increasing fees must also be
weighed against the need to serve more children. The Percent of SRR (Model 3)
model easily could be modified to lower family fees and still retain the smooth
incremental nature of the schedule and the requirement that families pay
according to the number of children in care. This would reduce revenues,
however, resulting in fewer additional children receiving care.

4. Moreover, policy decisions must be made about whether or not fees should be
assessed on families with children in State Preschool (a half day program serving
a very low income population). The risk in doing so is that these children, many
of whom have non-working parents, may receive no developmental services at
all. Similar questions must be asked concerning families receiving AFDC who
are served through programs administered by the California Department of Social

Services and currently are not required to pay fees.
Task 4: Reimbursement

Findings

1. The multiple goals of California's child care system require multiple approaches
to disbursing state funds. The working group believes that certificates and contracts
are complementary, contributing to state policy goals in different, yet important
ways. Numerous concerns with the income disregard form of reimbursement have
been found.

2. The Regional Market Rate survey illustrates significant patterns about pricing
that suggest new techniques be developed to assist in rate setting. Analysis of the
survey results over time has shown differences in rates within regions.

3. Adjustment factors are an important tool in reimbursement policy design. They
are and can be used to account for regional pricing differences and as a mechanism

for implementing quality-related incentive programs.

11
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4. The design of contracted rates has not been supported by an empirically driven
process. Reimbursement rates for contracted care have not been specifically adjusted
to reflect inflation. Little is known about the unit costs of child care and

development services.

Recommendations

1. The state should reduce the number of child care funding mechanisms to two:
certificates and direct service contracts. All families should be permitted to choose
care funded by either funding mechanism.

2. The income disregard reimbursement mechanism should be replaced by
certificates.

3. Parents should not be required to pay for child care services up front as this is

burdensome for families. Providers should be repaid for services in a timely and
consistent fashion; long delays in receiving payment are a burden on individual

child care and development providers and organizations.

4. Modify the Regional Market Rate Survey and follow-up analysis to improve rate
setting mechanisms: compare the rates without the contracted centers in order to
evaluate the outcomes from excluding the center rates; use a more efficient way of
defining markets such as clustering by zip codes; conduct the survey every third year
with accommodation for more frequent sampling; examine using time base
conversions for more accurate representation of part-time care costs.

5. Carefully review and modify the existing adjustment factors that are in use: allow
that all providers of evening and weekend care should be included in computation

of the adjustment factor.

6. To provide incentives for in-home/exempt providers to become licensed, lower
the adjustment factor for in-home/exempt providers from 96.5% of family child
care rates to 90%. Follow up with a study to determine whether the change in rate
ceilings has increased licensure.

7. To provide incentives for improving the quality of licensed care, provide a
higher reimbursement ceiling for family child care homes and child care centers
which are accredited by a nationally recognized organization.

8. Determine a contract rate with empirical support. Examine the use of cost indices
to assist in the setting of rates. The working group encourages the proposed
development of CDE’s new negotiated rate program provided thresholds for the
floor and ceiling of rates are established, and there is adequate staff available at CDE
to review and negotiate individual rates. Mandate the submission of business plans

by providers.

12
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Task 5: Community Waiting Lists
Findings

1. Currently, each contracting child care center and alternative payment program
maintains its own, independent waiting list, requiring families seeking care to sign
up on multiple lists. These waiting lists have no systematic or inclusive ability to
interface with each other.

2. Due to difficulties in maintaining waiting lists, many are fraught with
duplications, inaccuracies and out of date information

3. Families receiving CDSS funding for child care frequently remain uninformed
about their options for care from CDE contractors due to poor communication
between county welfare departments and CDE contractors, and inadequate
information on subsidized options.

4. Several California counties are in the talking stages of implementing a
community waiting list. San Mateo County has made considerable progress with
buy-in from their local planning council, a completed needs assessment, a software
system, a one-page application form and coordination between their Resource and

Referral agency and the county welfare department.

5. The Community Waiting Lists (CWL) Work Group felt that to maximize
access for parents and create coordination of information between all
stakeholders, a uniform community-based waiting list system would be

instrumental.

Recommendations

1. The Community waiting list work group recommended that regional
computerized community waiting lists be established, with the following elements:

* a single application form;
¢ a statewide, 800 phone number to access the waiting list;

* multiple access points. Parents would be able to obtain information or sign
on to a waiting list at computer terminals at county welfare departments,
existing child care centers, R&R's, Alternative Payment Programs, schools,
libraries, etc.

e parent selection of care. Parents would be allowed to select specific programs,
centers, providers or neighborhoods where they would like their children to

receive care.

13
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® required participation of all providers who maintain waiting lists.

* on-going parent education on child care and development services for
waiting list applicants;

2. Community waiting lists should be phased in over several years, dependent on
county readiness to implement the system.

3. Most work group members believed that selection of the agency to manage
community waiting lists should be based on competitive bidding, if selection criteria
gave weight to local experience and local support of a bidder, and the process
included trained, unbiased evaluators.

4. An assessment component should be built in to a community waiting list system,
to ensure that the waiting lists meet the needs of parents and providers, and are

cost-effective.

Task 6: Income Eligibility

1. Entry Income Eligibility The actual income levels of almost all families enrolling
in child care and development programs are well below the current maximum
income level of the 84th percentile of the State Median Income by family size. PACE
and CAPPA survey data show that between 90 and 95% of all agencies have enrolled
most recently families with incomes below 50% of the SMI.

2. Exit Income Eligibility Very few families stay in subsidized care until they reach
maximum income levels of either 75% (for Federal Block Grant) or 100% of the
State Median Income by family size. Over 90% of the families in surveyed programs
currently have incomes below the 75th percentile of the State Median Income.

Recommendations

1. Entry income levels. Given current levels of funding for child care and
development services, PACE recommends that consideration be given to
authorizing CDE/CDSS to administratively adjust entry income levels as necessary
to reflect levels of funding and supply of care. At this time, it appears that the entry
income eligibility level should be set at 50% of the state median income.

Entry eligibility levels should never be set so low that those who are fighting to stay
off public assistance, or those who are transitioning off of welfare who continue to
need child care services are precluded. Thus, we recommend a floor of 50% of the
SMI, below which entry eligibility standards cannot fall.

14
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2. Modify the lowest income first rule. If the entry income is lowered to 50% of the
SMI, we recommend that the lowest income first rule for program entry be
modified. Instead, families should be placed on the waiting list in two clusters,
representing 0-25% and 26-50% of the SMI. Families with incomes in the 0-25%
cluster would receive higher priority for enroliment than those in the higher
cluster. Within a cluster, families would be enrolled on a first come, first served

basis.

3. Exit Income Based on current experience as well as current funding levels, PACE
recommends that consideration be given to permitting CDE/CDSS to
administratively lower the exit eligibility level for all programs to the 75th
percentile of the Median State Income. As with the entry eligibility level, this
reduced standard should be established as a floor below which maximum exit

eligibility levels should not be set.

Task 7: Local Governance
Findings

1. Child care governance and administration is fragmented at the local level. Local
administrators of both CDE and CDSS programs find the multiple eligibility
standards, payment provisions, program standards, reporting rules and audit
requirements are confusing, time-consuming, labor-intensive, duplicative, and in
need of streamlining. There is no well-defined unified, local governmental role for
governance, planning, coordination of services or program administration.

2. If welfare reform is enacted, it is unlikely that there will be adequate child care and
development funds to meet the needs of children and families in the current
eligible population, as well as the increased demand for services anticipated as the
result of federal/state work participation requirements.

3. Local Child Care Councils should assume greater responsibility for planning and
recommending funding allocations for child care and development, and partial
responsibility for quality improvement, supply building, administrative and
support activities.

4. Program efficiency and seamlessness would be increased by centralizing and
possibly consolidating. planning, data collection, waiting lists, consumer education,
referrals to providers, provision of technical assistance, and certificate program
management) at the county level. Centralization and consolidation are dependent
on implementation of automated data systems, and determination of costs.

5. Both state and local entities governing child care and development should be
held accountable for achieving outcomes for children and families. Outcomes

15
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should include school readiness and success, child protection and family support,
and family success in leaving public assistance and achieving self-sufficiency.

6. There is little known about the utilization, quality, or reimbursement levels of
license-exempt care. Since the state is funding a significant amount of exempt care,
more information is needed.

Recommendations

1. Funding. Additional funds for child care and development should be allocated by
the legislature to meet the increased demand for care from welfare reform, and to
continue to serve the working poor who are not on welfare.

2. Planning by Local Child Care Councils. Local child care councils, appointed
jointly by County Boards of Supervisors and County Offices of Education, and
similar in composition to local child care planning councils should assume
responsibility for planning and recommending funding allocations for all child care
and development services. Priorities must reflect needs identified in well-
developed, comprehensive local needs assessments. They should reflect the
presumptions that over time, levels of service and funding should relate to the
level of need throughout the county, and that some funds may need to be gradually
shifted. However, plans should also ensure continuity of care for families currently
receiving services, and, where feasible, preserve current services and infrastructure.
County priorities for the allocation of new and existing funds should be reviewed
and approved by county boards of supervisors and county offices of education.

All plans would also require approval by the state.

After extensive discussion, the group was unable to make recommendations on
whether local Child Care Councils should select and fund contractors.

3. Quality improvement activities. Local plans should also include quality
improvement activities. A portion of state and federal funds for quality
improvement efforts should be allocated to local child care councils to fund these

efforts.

4. Administration Certain administrative functions, including planning, data
collection, waiting list management, consumer education, referrals to providers,
provision of technical assistance, and certificate program management should be
centralized at the county level, but not necessarily consolidated within a single
agency. There was no recommendation on other functions, including eligibility, re-
certification and family fee collection.) Centralization and consolidation are
dependent on implementation of automated data systems. The working group was
unable to make recommendations on whether local councils should be given the
authority to propose, as part of their county plan, a centralized administrative
structure to serve all child care and development programs in the county.

16
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5. Evaluation by results. A new, joint state/local child care council task force should
be established to develop goals, outcomes and performance measures for child care
and development services. Once outcomes and performance measures are
established, programs should be evaluated based on results.

6. License-exempt care In order to determine whether additional regulation or
differential reimbursement are appropriate, CDE and CDSS should conduct a
research study on the prevalence, characteristics and quality of license-exempt care.
The study should examine and make recommendations concerning the utilization
and reasons for choosing exempt care; health, safety, and other quality aspects of
exempt care; and reimbursement levels for exempt care.

Task 8. Child Care and Integrated Services.

Many families in fragile economic circumstances are in need of multiple kinds of
assistance from child care to medical care, job training to housing. Negotiating the
maze of service provider agencies can be a bewildering and often frustrating process.

In recent years, California has established initiatives, including Healthy Start,
Family Preservation and Family Support, and the Youth Pilot Program, which

it education, health and human services providers to develop neighborhood-
based, family-focused, comprehensive programs to more effectively meet the needs
of children and families. Few of these mechanisms, however, have been specifically
designed to meet the needs of preschool-age children.

In order to develop baseline data on the extent to which CDE child care and
development contractors have spanned policy boundaries to create comprehensive
systems of services for families, PACE surveyed all 735 direct services contractors.
In addition, PACE conducted four case studies of child care contractors who have
developed comprehensive programs. Forty-eight percent of these contractors
completed and returned the survey.

Findings:
1. Four major themes emerged from respondents of the survey.
¢ Child care and development agencies view their professional

responsibilities as extending beyond the boundaries of child care and
development. Virtually all providers are in contact with, and make

referrals to other social services agencies.
e Child care and development agencies believe collaboration with other

education, health and human services providers is an important
dimension of their obligation to the children and families they serve.

17
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* Interagency cooperation is initiated in multiple ways and sustained largely
by informal relationships. More than half of child care and development
agencies report that their communities have children’s services consortia,
but child care and development generally does not participate in them.

¢ The principal challenges to collaboration include inadequate funding,
insufficient staffing, and the relative lack of involvement of child care and

development agencies in multi—agency consortia.

2. The analysis of case studies of four agencies heavily involved in providing
broad services to children and families showed common characteristics among

the agencies:

¢ These agencies view their mission broadly, to serve multiple needs of
children and families in a communitywide arena.

* Each of the four agencies has dynamic leadership.

¢ Even within the constraints of public funding and regulation, each of the
four agencies have developed a degree of independence and autonomy
which permits them to tailor programs to the needs of their community.
Each actively seeks opportunities to develop new aspects of their programs.

* Each agency embodies an entrepreneurial spirit and drive. Each is
characterized by creative financing and fundraising, innovative staffing
and dedicated community involvement and community building.

3. Preliminary conclusions and observations from the survey and case studies
include:

* The child care and development community is amenable-given the proper
resources and supports—to a deeper and more comprehensive approach to
integrating services for children and families.

e It is possible for child care and development agencies to serve as focal
points for a range of education, health and human services. Additional
inquiry is warranted on potential long-range benefits of comprehensive

services focused on early childhood.
¢ Without a set of measurable goals and outcomes, and without reasonable

incentives, interagency partnerships are likely to continue to be
serendipitous rather than planned.

18
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¢ “Integration,” “coordination,” and “collaboration” as terms applied to
interagency alliances remain ill-defined and unclear.

19
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Programs

>

11

Locally-
determined needs

o %K

‘Healthy, safe,
developmentally
appropriate
experiences

»

Expansion of
public/private
partnerships

Access to training,
materials for
providers and
arents

This chart shows how findings or recommendations from each of the tasks relate to the definition of seamlessness and guiding

principles for the AB 2184 project. Each X represents one or more findings or recommendations.
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Common Themes

Throughout Phase III of the California Cares Project, the three sponsoring agencies,
work group participants and PACE staff have been acutely aware of the common
themes and overlapping subject matter covered in the various tasks. The following
charts illustrate overlap by showing how recommendations of the work group and
task reports relate to one another around the common themes of seamlessness,
eligibility and equity, state functions, simplification and consolidation of local
administrative functions, and data and the improvement of automated systems.

21



3 TR T T3 T3 T3 Y Ty 73 73 3 3 3 3 03— —3 —3 -3

Data Work Group
f&m":&'.?ﬁa?sﬁﬁﬂ?;"fﬁfeﬁ;?m%""’ sicentity eriticll dat:companents e Adot siacle unlformn family fee
«Determine county-by-county allocations. ) *Create statewide data standards. ach e‘:iul o co?tsistent with
sStrengthen the capacity of state and local *Stippoxtithe development of reglotial recommendations that rates be
agencies to administer child care and capacity lodesign data systems compatible established on a per child basis.
development. with statestanclands. *Generate additional fee revenue
to create more slots.

Reimbursement Work Group

*Develop a system of cost-based negotiated
rates (within parameters) for contractors.

Study the license-exempt provision of care —>
for quality and rate-setting determinations.

*Continue, but adjust the iming and procedures

Community Waiting Lists Work Group
*Create a single, uniform, interchangeable
application form for all clients.
é eEstablish a 1-800 number which would
connect parents to nearest community

State Functions waiting list.

of the regional Market Rate Survey.
Local Governance Work Group
*Provide assistance on needs assessment.
l.“;:;:! glc%i::llteyvels for entry & exit to lower *Provide quality assurance mechanisms.
level *Create a state/local task force on goals, outcomes
" d performance measures.
*Permit administrative adjustments for entry - e
sind et ficoxina levels as need for careand [l)ev:lol;: :;iterla for local plan approval and approve
funding levels change. ocal prans.
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Data Work Group
am Structures and Allocation Work Grou
r;m hen the capacity of state and local P *Support local decision-making capacity with
5 gen‘ X d&.g to sdinteter-chilld cave expanded data collection.
) *Develop automated management system to
* level. e priocities for services at the local handle administrative functions which

lend themselves to automation.

Simplification and
Consolidation of Local
Administrative Functions

T3 ‘ 3 S /3 P |

Community Waiting Lists Work Group
*Simplify and automate the mechanism for

determining eligibility and waiting list
position.
eEstablish community-wide waiting
list allowing parental choice of care.
*Provide linkages among community
waliting lists.

Local Governance Work Group

*Develop plan and priorities for funding allocations.

*Integrate and possibly consolidate at the community
level, data collection, waiting lists, consumer education,

referrals, technical assistance and certificate program
management.
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Data Work Group

Program Structures and Allocation Family Fee Schedules
:f)l::idatdlf:’e and slm&l(llfy ellglblllly requirements. :g::?g&g::ﬁ:;:ﬁ:ﬁ::: oEnsure that all families are treated

> qutl“ﬂaes rmula to reduce inter-county «Support the development of regional equitably by family fee requirements.

y capacity to design data systems compatible

'E:s“t:;t'l.wt besic programitypes available toall with state standards.
eImplement two programs for specialized

populations.

4
Relmbursement Work Group Community Waiting Lists Work Group

*Provide equitable treatment to all families

applying for enrollment.
< «Determine eligibility as part of enrollment
function.

sEnsure that programs using contract and
certificate reimbursement systems are available
to all families. —>
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Eligibility and
Equity

Local Governance Work Group

Income Eligibility *Reflect the needs of all segments of
the community in local plans.
.m income Jevels for enlty and exit o lower *Require local grlans to sh‘:)w how needs of AFDC
eImpl t standard eligibility criteria for all and working poor should be addressed.
families.




Data Work Group
Structures and Allocation Work Group o
Support local decision-making capacity
'::“d u‘;‘?:;:ﬁf"&ﬂ‘::: fisc sevicusrwith with expanded data collection efforts.
Prov y pport. *Gradually convert manual administrative
program support to automated systems.
\\ %
Relmbursement Work Group Community Waiting Lists Work Group

*Simplify and automate the mechanism
for determining eligibility and waiting
< list position.

*Use data collection to support the analysis
5y | of rate setting.
¢Determine reimbursement rates empirically. —>

Data and the
Improvement of
Automated Systems

Local Governance Work Group

*Create locally managed regional data centers.
l::;::;g‘i%‘;g:’mu —— eIntegrate some local administrative functions
ressonableantey an d}’ exit levels using automation (waiting lists, referrals to

try ) providers, certificate program management).




Data Work Group

*Use automation to improve information
transfer for both parents and provider agencies.

*Design systems consistent with complementary
objectives and data standards.

*Develop Local automated management system.

Structures and Allocation Work Group
*Simplify child care and development services
by eliminating, reducing, or collapsing program

Family Fee Schedules

eImplement, with limited exceptions,
a standard for all programs.
types.

*Design uniform eligibility criteria across programs.

*Use only contracts and certificates.

Community Waiting Lists Work Group
?6""’:1“"":::’%6% tes. *Simplify and automate the mechanism
se on'y con and cerfitica’es. for determining eligibility and waiting list

*Discontinue reimbursement policies that require [y “ position

payment before service. !
eReimburse providers in a timely manner. Seamlessness ’f:ﬁ'ﬁ::;ma‘:eﬁ:exﬁ; o e
eImplement a single application form.
*Require all providers to use community

waiting Hst.

Local Governance Work Group
eIntegrate some local administrative functions such

Income Eligibility

sImplement entry and exit income criteria for

all programs, which may be adjusted as need
for care and funding levels change.

as planning, coordinating quality improvement
activities, waiting lists, consumer education,
referrals to providers, and certificate program
management.
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Quality and Child Care and Development Programs

The quality of subsidized child care and development programs has been a
compelling consideration throughout the AB 2184 process. There has been a
particular concern that if administrative systems are streamlined, or additional
spaces created, that the quality aspects of child care and development services would

be sacrificed.

Preserving and increasing the quality of care was a major theme in every Phase III
work group and task. Several recommendations emerged that would specifically

increase the quality of care:

1.

2

Build and expand the institutional capacity necessary to support state and
local administrative and support services.

Provide the opportunity for all California families eligible for subsidized care
to select care that includes child development and preschool curricula.
Similarly, provide the opportunity to select care reimbursed through either
contracts or certificates.

Raise reimbursement ceilings for family child care homes and child care
centers which meet national accreditation standards.

Create incentives through adjustments of reimbursement ceilings for in-
home/license exempt providers to increase the quality of their programs
and/or become licensed.

Create data systems which, over time, will inform policymakers regarding the
types and extent of care chosen by parents, including in-home/license-exempt

care.

Conduct a study of in-home/exempt care to determine why this type of care is
selected; the quality of care; reimbursement rates; rates of fraud, etc.

Authorize and provide funding for local child care councils to carry out
quality improvement activities.
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8. Convene a state/local task force to determine the outcomes against which
child care and development programs should be evaluated. These would
include such outcomes as school readiness, family self-sufficiency, child

protection and child development.
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Task I
Program Structures and Fiscal Allocations
Work Group Report

by
Gerald Hayward

Background

State-level administration of child care and development services is currently
divided between two state agencies, the California Department of Education (CDE)
and the California Department of Social Services (CDSS). Program structures and
decisions regarding the allocation of resources are made, with few exceptions,
independently. The programs administered by CDE have a dual focus: to provide
age-appropriate child-development curricula and to provide care to enable low-
income parents to work or receive training. CDE programs offer a wide array of
services for children 13 and under, ranging from early childhood development
activities to after-school supervision. The programs administered by CDSS are
components of federal/state-governed, county-administered entitiement programs
to provide public assistance, employment and training, and child welfare. With the
exception of the At-Risk Child Care Program, which is administered by the
Department of Education through an inter-agency agreement, Title IV-A child care
programs are administered locally by county welfare departments. The primary goal
of these programs is to fund safe care for children in order to increase the number of

current, former, or potential welfare recipients employed.

One of the benefits of the current multiple program system is its diversity.
However, one of its principal weaknesses is its complexity, which has led to a web of
disparate child care and development programs and delivery systems which in turn
creates inconsistent, often conflicting policies and procedures. One of the agreed-
upon principles driving the work of the AB 2184 Task Force was to foster the
diversity of the current system and at the same time provide for a streamlined
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structure and a simplified, coherent allocation mechanism, one that better reflects

state priorities.

One of the goals of any system is to establish priorities for service. One of the
frustrations of the existing system is that its complexity, when coupled with the
divergent goals and policies of the two state agencies, make it difficult to clearly
understand which priorities are being emphasized. A working hypothesis for this
work group was that if we could successfully and practically simplify the structure
and merge funding streams’, a set of more coherent policies would emerge.

A State Portfolio of Child Care and Development of Services.

Faced with the challenge of simplifying and building more rationality into the
existing priority system, PACE, in its Phase Two Final Report, outlined a portfolio
analytical tool in order to establish a method of allocation more responsive to an
agreed upon set of state criteria. The notion undergirding the portfolio concept was
that if California were to retain a highly diversified array of program offerings, how
might policy-makers best make the allocation decisions that are needed? Put
differently, what amount of dollars should be allocated across the array of
diversified delivery systems which would best insure that California’s substantial
and growing child care and development needs would be met? This Work Group
thoroughly examined several optional portfolios and concluded that the dual
nature of the state goals, inadequate data on existing programs and priorities, the
need for parental choice, and the very real differences in community needs and
resources precluded a single set of state priorities from being an effective allocation
mechanism. The portfolio model’s main utility could come in application within
counties for setting priorities. Therefore, the group turned to a system which
emphasized the establishment of a set of state strategies which would result in a
wiser utilization of resources and took account of both state and local priorities. The

four-part strategy consists of the following:

? Merging funding streams would require either federal block grants or waivers.
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a. simplify the current structure by eliminating, reducing or collapsing
program types,

b. stabilize and expand, where necessary, existing infrastructure,

c. establish, to the extent feasible, uniform eligibility criteria applicable to
children and families regardless of funding stream,

d. develop an allocation mechanism which would adecjuately convey state
priorities and would allocate resources to counties based on agreed-upon
need criteria (including a component designed to create greater equity
among counties over time).

Simplification of Current Program Structure
Delivery Systems
Under the proposed simplified system there would be essentially two modes of
delivery:

L Contracts (which would cover child care centers, family child care networks,
and preschool programs, which meet specific curricular and program
requirements). The contract process will be simplified by the elimination
of a number of separate programs and by requiring a single contract per
agency rather than distinct contracts for each program.

In addition to the directly federally funded Head Start program, there would be two
basic state subsidized contract programs utilizing a combination of state, federal and
local funds: General Child Care and Preschool. In addition, two programs (see
below) would continue to serve the needs of special populations of students’.

The fact that the number of programs have been collapsed does not mean that client
groups served in those programs will not continue to be served. Services for school
age children and children of college students, for example, will still be provided, but
not under a separate and distinctive programmatic designation. Moreover, all
programs will be expected to offer services to children with disabilities.

3 A third CDE administered program for severely handicapped children is small, and regional. We
would propose that it be moved to special education and continue to be funded.
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1. Alternative Payment/Certificates. These fund case management and
support the concept of parental choice in any licensed or license-exempt

child care services setting.*

Special Populations
In addition, there would be two contract programs with allocations for special
populations of youngsters:
1. Teen Parents - one program serving teen parents, bringing together
resources now allocated to these programs, Pregnant Minors, SAPID and
Cal Learn/ Adolescent Family Life.
2. Children of Migrant workers, serving the needs of seasonal migrant
workers.

These programs would have separate criteria, not unlike eligibility requirements
which currently exist.

Infrastructure Needs and Quality Enhancement
A final allocation would be established for the purposes of maintaining, and in
some cases enhancing, existing administrative and support structures necessary for
the effective delivery of child care and development services and for quality
improvement activities. Both CDE and CDD have direct administrative
responsibilities over both the program and fiscal aspects of Child Care delivery.
Both agencies, but especially CDE have extensive technical assistance duties. Both
have extensive data collection and reporting responsibilities. As PACE has
documented in earlier reports, the data collection effort needs to be substantially
enhanced. As part of the allocation decision, it is important that adequate resources

¢ A third category of current funding is “income disregard.” The Work Group on Reimbursement
recommended that “income disregard” be eliminated as a category and that dollars currently allocated

to that formula be reassigned to the other delivery systems as appropriate. This Work Group
agreed that income disregard needs a thorough reexeamination and should either be substantially

reformed or eliminated.
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be available to enable the two state agencies accountable for program administration
to do their jobs.

Other support or auxiliary services play important roles in the delivery of child care
services. Resource and Referral agencies play a vital role locally in providing
information and assistance to families seeking child care. They serve as important
collectors of data regarding reimbursement rates and establishing the need for child
care in their areas, and are key participants in community planning efforts. R&Rs
often serve as the first contact for families needing child care and as the main
connection between parents and child care providers. The California Child Care
R&R Network also administers Trustline, a system for conducting background
checks on licensed providers and in-home caregivers not required to hold state

licenses.

Alternative Payment Programs provide care management and alternative
payments/ certificates for child care services that are available to parents who are
working, in training, incapacitated, seeking employment or homeless. The agencies
which serve this function provide another critical link between parents and
providers in the child care and development delivery system.

Later in this document we spell out the need for a new and expanded local planning
function. If we are to expect local agendies to assume additional priority setting
priorities, they must be given adequate resources.

Among important provisions which need to be insured at the state and/or local
level are to:

1. provide leadership and a broad array of technical assistance,

2. collect and disseminate data,

3. engage in research,

4. develop curriculum materials



5. establish and enforce state minimum standards for quality and safety,

6. provide incentives for local quality enhancement initiatives,

7. develop better parental information to insure expanded access to child care
opportunities,

8. foster local planning capacity, .

9. build local capacity for increasing supply of care for spéciﬁed populations or
purposes,

10. increase local capacity to engage in services which are integrated across

agencies.

State/Local Responsibilities
In order to describe the context in which the allocation mechanism would function,
it is necessary to describe, in general terms, the decision-making process. we

envision’

We discussed a broad range of state/local responsibilities, ranging from a system
almost totally reliant on state decisions to just the opposite, in which local decisions
were dominant. We ultimately decided on a mixed model, with some powers state-
focused and others left to local determination. First, the state must establish
eligibility criteria-the decisions and priorities regarding which families are eligible
for service. Secondly, the state must determine the appropriate share of state dollars
allocated to each local entity (in our case - each county), in order to insure statewide
uniformity and equity in the allocation of these precious resources. Once the
eligibility criteria are established and the appropriate county share is determined (see
below), County Boards of Education and County Boards of Supervisors acting in a
collaborative fashion would establish and advisory planning mechanism, much like
existing local planning councils, to develop a plan for establishing local priorities for
child care and development services. These councils would set priorities based
upon a carefully considered local plan, involving a thorough local needs

5 This gets us into territory which is also being covered by the state and local governance work groups.
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assessment, based upon criteria established by the state. If these councils are to
succeed, they must be ongoing, able to analyze local need data, and have the
capability of putting together a long range plan. Long term, stable funding is an
necessity for such a planning effort.

The next issue arises in considering the scope of local priority setting
responsibilities. It is important that both state and local needs be considered. In
addition to other roles, the state should set the parameters for the elements to be
addressed in the plan. For example, counties would have to show how their plan
specifically addresses the needs of welfare recipients and how it addresses the need
to prepare children for school. In order for such a plan to have meaning, all of the
allocation decisions must be put on the table, as well as consideration for
infrastructure investment and continuity of service. Changes, if any, to existing
programs would be phased in over time.

Concerns about the ability of the plans to respond to state priorities could be
mitigated by a strong state role in the plan approval process. This might involve
requiring that both CDE and CDSS approve the county plans. The increased role
demanded of local planners might best be phased in over time, starting first with
counties which have demonstrated the kind of collaborative effort so necessary to
this kind of planning and which are capable of the required planning effort. All of
this is by way of prologue to describe the context within which the two critical state
decisions need be made: establishment of eligibility criteria and the determination of

county-by-county allocations. ¢

¢ We decided that county-by-county was the appropriate way for the state to earmark child care and
development dollars. This does not speak to what agency or agencies are responsible for being the fiscal
and program agent at the local level.
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Eligibility Criteria
The proposed categories are:

A. Children’s Protective Services (CPS)
CPS would continue to receive the highest priority for services. Some concern was
expressed about existing CPS criteria. In order to ensure that this category is not
used as a method for circumventing other priority categories, first priority status is
reserved for active CPS cases. In addition, much discussion was held regarding
whether or not income should be a factor in determining CPS priority (it is not
currently a consideration). It was decided that CPS child care must be available for
protective service children regardless of family income. However, CPS families
should pay a share of costs based on their ability to pay as specifically dictated in the
case plan agreement negotiated between the family and county Children’s Social

Workers.

B. Children of Parents receiving Public Assistance and Working (or engaged
in work-related activities)

C. Children of the Working (or engaged in work-related activities) Poor not
on Public Assistance

The treatment of these two categories proved to be most troublesome and provided
sharply contrasting views. The Work Group was able to reach only limited
agreement under constrained conditions. As long as the federal government
continues its current policy of entitlement status for AFDC recipients, then these
two categories could be treated as one in the determination of eligibility. Preference
within this grouped category would be determined in the inverse order of income.
That is, families with the lowest income would receive the first available slot,

irrespective of whether they fell into category B or C.

7 Whenever we use the phrase engaged in work-related activities, we are including people involved in
training and seeking work.
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However, if AFDC clients were no longer eligible for entitlement status, there was
no agreement on the establishment of appropriate priorities. Much discussion was
held regarding the appropriate way to deal with this issue. Balancing the needs of
AFDC recipients with the needs of those who were just coming off, or in danger of
going on, welfare was of paramount concern. All agreed that child care and
development programs must serve both current welfare recipients as well as former
and potential recipients, but how to establish the correct priority for service has
proven to be a thorny problem. Representatives of CDSS and local county welfare
offices expressed grave concerns that their AFDC clients would not be able to get the
services necessary to enable them to become independent. Others argued that
unless adequate attention were given to the working poor, the State would simply
be exchanging one group of welfare clients with another, and the net increase in

independent families would be negligible.

In sum, if entitlement status for AFDC recipients were to continue, the Work Group
could agree that the two categories could be merged. If entitlement status were not
continued, no agreement could be reached.

D. Children of Non-Working Poor (State Preschool)
A fourth category of eligibility was added, applicable only to participants in the State
Preschool Program. That is, for state preschool programs, children of the non-
working poor would be added to the eligibility pool. Eligibility would be determined
inversely by income, with priority for four year olds (as it is now) continuing. This
too proved to be a controversial category. Several wanted no fourth category,
arguing that all resources, especially given the nature of the welfare reform
discussion, should go to low income parents whose parents are working or engaged
in work-related activities. Others argued that preschool has a long history of serving
the non-working poor and that the specific charge of preschool-to assist children in
preparing for school-ought not be constrained by whether parents were working or

not.
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In addition to the eligibility categories described above, children may be determined
to be eligible for services if they meet specified need criteria, including at-risk and
respite situations. Need must be based on a referral from a legally qualified
professional from a legal, medical, or sodial service agency (including applicable
public agencies) and includes the following subcategories: |
1. Children with a medical or psychiatric special need that cannot be met
without the provision of child care.
2. Parental incapacity (to the extent that the adult’s ability to provide normal
care for the child is significantly limited)
3. Parents in need of temporary care because of illness or injury
4. Parents in need of temporary relief from extraordinary care-giving
demands (e.g. severely handicapped children).
Once we have determined how family eligibility and need is decided, we must next
resolve how to best allocate resources to the counties in which these families reside.

General Allocation Criteria
With some modification, CDE's formula for allocating block grant funds may serve
as a model for determining how the entire state child care allocation should be
allocated to each county. The first step is to determine and apply a set of criteria
which would serve as a proxy for “relative need” of a county. The second is to apply
another set of criteria which would represent the current level of child care and
development services in a county. The third step is to identify the “gap” between
the need and the service. The fourth is to allocate resources which over time will
reduce the gap between needs and services, and reduce the gap most rapidly in
counties with the largest current gap. It is important to note that we are merely
talking here about the relative gap. Almost every county will have a substantial gap
between current levels of need and service.
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Need
We discussed and adopted the following criteria which could be used to measure

usefulness of a wide range of possible criteria could be used to measure need
characteristics. In evaluating variables, special attention should be given to:

1. effectiveness as a proxy for need, |

2. the incremental contribution this criterion adds to the equation,

3. availability and relative ease of collection, and

4. statewide consistency in determination and application.
We considered a broad array of potential variables as candidates for the need
dimension, including:

1. Number of children on AFDC

2. Number of children, birth to 13, eligible for Medi-Cal

3. Number of children eligible for free and reduced price school lunches

4. Number of Limited English Proficient students in public schools.

5. Number of open child abuse cases

6. Number of Women in the work force

7. Children with either an employed single parent, or two employed parents.

8. Children in Foster Care

9. Live Births
Currently, CDE allocates money to counties based upon what appears to be a
reasonable methodology. The variables CDE uses for distributing funds for the
federal block grant include:

a. Families on AFDC

b. Children ages 0-13 eligible for Medi-Cal, and

¢. Children eligible for free and reduced price school lunches
For our purposes, a-formula might include a slightly altered list which would
include the following easily attainable information which meet our criteria:

1. Families on AFDC (available from CDSS)

2. Number of children eligible for free and reduced price school lunches

(available from CDE)
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3. Women in the Work Force with Children (available from EDD)

4. Number of children in open child abuse cases (available from CDSS)

5. Number of Live births (available from the Department of Finance)
For the purposes of our formula we are merely determining the ratios of a county’s
current need factors compared to the state’s total need (i.e. the share of total state
need for each county). Of the above variables, numbers 1 and 2 should be given
greater weight (more children are represented here). Categories 3 and 5 should be
given the next greatest weight and category 4, since it represents a small percentage
of cases should be given the least weight.®

Resources:
For purposes of determining relative resources, a county’s share of state and federal

dollars for child care and development purposes should be divided into two
categories. One category would consist of resources devoted essentially to half-day
school readiness programs and would include only Head Start and State Preschool
in the calculation. The second would include all other state and federal child care
funding sources for local child care services, including the Child Care and
Development Block Grant, Title IV-A, at-risk, Gain Child Care, and General Child
Care. The overarching purposes of these programs and the nature of the client pool
is sufficiently different to require two separate calculations. It is quite frequently the
case that a county may be relatively advantaged in the provision of one set of
services but disadvantaged in the other. Combining the two categories could mask a
critical shortage in one area. Since earlier, we recommended that the state preschool
program continue to exist as a separate and distinct program category and since Head
Start is a federal program beyond the state’s control, consistency obliges us to

maintain two resource categories.

The next step in the process calls for the state to total the amount of money each
county would receive for each of the two categories from the above funding sources

* The precise weighting to be given to each variable must await some simulations.
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and compare these amounts with the total state and federal dollars allocated for
these purposes.

The comparison between the need proxies and the actual prior year resources
would, in most cases, yield a gap. The formula should be adjusted over time to
place additional resources in those counties with the greatest gap between need and
resources. A full range of possible configurations were considered, including
models which emphasize the equalization of resources and models with an
emphasis of stabilizing existing resources. Although there was some dissension on
this issue, most in the group felt very strongly that the base should be protected first,
and that full COLAs be awarded before any equalization takes place. That would
leave only growth money, or money on the margin, which could be utilized to
equalize resources across counties. If growth money is significant, additional
progress toward equalization can be made by weighing the required distribution
formula heavily to help “close the gap” between counties.

Finally, as we faced the very tough decisions regarding eligibilities and priorities, we
were struck by the needs that were not being met. Families currently being admitted
to child care and development programs in this state are the poorest of the poor.
There simply are not adequate resources currently available to met the level of need.
Additional state and/or local resources are absolutely essential to meet the child care
and development needs of children and families in the eligible population, as well
as the increased demand for services anticipated as the result of the federal/state

work participation requirements.
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Task II

Data Collection and the Development of Information Processing Systems

Work Group Report

By
Neal Finkelstein and Daniel Berger

L Introduction

Since the inception of the California Cares project in February 1994, there has been
an ongoing discussion about the inadequate and fragmented availability of data on
subsidized child care and development services in California. Data to support
analysis on the most basic policy questions are unavailable. For example, no data
are available to identify the number of children who receive subsidized child care
and development services, nor does the state know exactly how much it costs to care
for those children. Answers to more intricate questions about the work and training
status of families, or the special needs of children are equally unavailable. State
officials generally believe that there is a shortage of child care and development
services for infants, although there are no data to prove or disprove the point. The
solution to being able to answer these questions begins with a concerted effort to
collect information about the children and families who are receiving services.

From the outset it should be understood that this paper is a discussion about
information relevant to the subsidized services that are provided to families. PACE
realizes that child care and development services are critical for all children.
However, this particular study seeks to suggest mechanisms by which state and local
officials can improve their understanding of services that are being offered to
families under public subsidy.

The context within which this paper rests is the ongoing discussion about the ways
in which the resources of the state can be best put to use in the current economic
and political environment. The prospect of a federal block grant for child care and
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development services has been ongoing for some time. As the debate over the
federal budget continues, the uncertainty over the size and governance of a child
care and development block grant continues. One thing that is certain, however, is
that federal reporting requirements will be attached to the block grant - some
requirements to which California would be unable to respond at this time.

Independent of the discussion at the federal level, policymakers in California have
begun to rethink the connection between state and federally supported programs
that connect AFDC support to child care and development services. This being said,
there is no substitute for the ability of policymakers in California to articulate an
allocation strategy that is based on a set of reasoned policy principles. To get to these
principles, basic information about the current child headcount, costs, special needs,
the demand, and the supply of services is essential.

The focus of this paper is twofold. First, a set of fundamental policy questions are
described in the paper, and linked to a specific set of data objects that would need to
be collected to answer the questions. As a way of moving forward with this
immediate need, specific steps are outlined that could be followed to begin the
process of information sharing and interagency collaboration. The timeliness of this
point cannot be overstated. Not only for the state agencies who administer
programs, but also for legislators, the Governor, and policy planners, this
information is critical in order to discuss the potential impact of the changes that are
being proposed. In addition, basic information about the client population are the
baseline data for questions that must be asked about services to ensure they meet the
needs of children and families across the state.

Second, the paper outlines the existing efforts in the area of data collection and
system development in education and social service agencies that are related to
child care and development services. New options for improving the collection of
information are explored as part of a more far reaching approach that involves the
automation and computerization of administrative work. This effort, as
envisioned, begins with the provider and includes the systematic integration of
county welfare offices, R&R'’s, AP’s, and state agencies. In the format that is
proposed, new entities may come to take on data collection and management
responsibilities. This section also identifies the possibilities for integrating
technology with other changes in the management of child care and development
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services - centralizing waiting lists, determining eligibility, and assisting with
integrating social services, for example.

From the outset, the paper wrestles with a paradox involving the nature of
information processing and data collection. On the one hand, the State of California
could mandate a periodic data collection process that would ultimately yield
accurate and current information about child care and development services. At the
current time, this could only be a process that relied largely on hand calculations
and tabulating paper records.

On the other hand, the State could move toward the implementation of
computerized administrative support for the providers of child care and
development services. By its very nature, automating administrative services
would provide the kinds of information that policymakers need. This is the same
information that would be collected during periodic data collection efforts. The
former approach presupposes that we know today what data is required to answer
hard questions about the public services that are provided. The latter approach
rejects this claim. Rather, a full-scale improvement of information processing and
administrative support argues that data is the necessary by-product of an automated
administrative system.

Each of the approaches ultimately solves the problem, but it is only the
development of automated infrastructure that pushes California further in the
direction of more efficiently managed services for children and families. The final
section is divided between a short-term and a long-term set of strategies. The two
are not independent, but the objective, overall, is to direct California toward
automated services over time. Undoubtedly, the obstacles are considerable and the
costs high.

One obstacle is integrating new technology into the administration of child care and
development services. While using computers and automated services is second-
nature to some, others find the thought of converting tried and true practices to
newer technologies to be threatening. Nevertheless, the investment in
infrastructure is critical to not only serving families and children efficiently, but also
to ensuring that baseline analysis on the uses of public monies can occur in a
systematic way.
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The discussion about data collection is being driven by the need to understand, at
the state level, the ways in which current resources are being used. Over time, in
order to allocate resources efficiently and provide services effectively, the state must
be able to describe the reasons for supporting some types of services, and not others,
and some families, and not others. The request for timely, accurate information,
while seemingly straightforward, is extremely difficult to satisfy.

Policymakers need to understand that the evolution of child care and development
services in California has resulted in a highly fragmented system with both
strengths and weaknesses. Among the strengths is the variety of services that are
available. Among the weaknesses is the highly decentralized delivery system which
makes uniform recdrd-keeping and standardization an extraordinary task. To date,
neither the California Department of Education nor the California Department of
Social Services have been given sufficient resources to develop data collection
mechanisms within their agencies that support policy decision-making. Moreover,
the collection and analysis of information between these two state agencies is a
critical link, and one that has yet to be started.

In the following table, a set of basic areas of inquiry are presented and their
relationship to current policy discussions. This table summarizes the set of
information, at a minimum, that needs to be collected to move forward with
systematic conversations about the allocation of current resources.
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Area of Inquiry
Children served

Child Care and Development Settings

Ages of children in care

Policy Relevance

The exact number of children who receive
subsidized child care and development
services is not known at this time, but
reasonable estimates are critical for
allocating resources. The combination of the
range of services, devolved authority through
local providers and the array of
reimbursement mechanisms makes counting
the children a difficult task. In addition, the
sometimes temporary nature of the service,
family mobility, and the changing status of
family eligibility add to the complexity of
counting children who are being served.
Children with special needs, or whose
families require special assistance are of

great importance to policymakers.

The range of settings in which children
receive care is a strength of the current
system. Nevertheless, little is known about
the proportion of children who receive care in
various settings, or about the preferences
families might have for particular settings.
Policy discussions surrounding issues of
parental choice rely on improved information
about which children receive care in

particular settings.

Child care and development services vary
according to the age of children being served.
State policymakers would like to know the
ages of children who are currently being
served, particularly in connection with the
service setting in which they are enrolled.
Children of different ages require different
services, and those services may have

varying costs.

It has not been possible to find accurate per
child costs related to the services that are
provided. This is particularly true in the
AP’s where actual costs may vary
significantly from the regional market rate.
Cost information for specialized services, and
for children of varying ages is critical in the
discussion of allocating resources for the
greatest good.
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Eligibility Information Eligibility rules dictate which children
receive care under subsidized programs. Some
information has recently become available on
the income levels of families who receive

care. However, policymakers need
additional information about the use of child

care and development programs by families
under a range of eligibility criteria.

Location of services Policymakers would like to know where
services are being provided, and the extent to

which mobility plays a role in securing care
away from a family’s home.

The Difficulty of Standardizing Information

Even in the seemingly simplest categorizations of data, there is variation in the way
in which information about children and families is recorded - age groupings vary
(how old is an “infant”), services vary (what is “part-time”), and circumstances vary
(children enter, leave, and re-enter care). In areas where standardization has been
imposed, and all providers report information similarly, the resulting data can be
analyzed. One example of this is the data that is collected as part of the CDE's
reimbursement process to contractors. While the completed CD9500 forms provide
far less information than we would like, the process does impose standard record-
keeping and reporting on particular data elements. Staff did point out to PACE that
additional training, over time, must be conducted to increase the accuracy of
reporting on the CD9500 form.

The solution is a major effort to standardize data collection efforts within the child
care and development community. This is not a small task. Fortunately, there are
two efforts under way that cast some light on a process that can be used to move
toward data standardization. Efforts by the California Resource and Referral
Network, and the California Student Information System (CSIS) in recent years
have included data standardization components that can be used as models moving
forward. Until then, all efforts to aggregate information are met with the “apples
and oranges” compatibility dilemma which introduces enormous uncertainties into

any analytic task.

As a side note, policymakers must realize that data is often collected to meet federal

and state reporting requirements. The specific data definitions that are required by
these agencies are often inconsistent among themselves. The upshot is that
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improvements in data collection efforts not only include providing mechanisms for
local providers to report information to the state. They also require state agencies
and federal agencies to come to agreement on data standards.

The Difficulty of Aggregating Information

As if collecting the information were not difficult enough, one of the challenges that
state agencies face is the seemingly simple task of aggregating information. The task
of aggregating information is an enormous barrier in data collection efforts. PACE
has talked to a wide range of agencies and to local providers during the course of
this project to understand the types of information that are collected, the level of
automation, and how the information is used once collected. The pattern that
emerges is that local agencies have been compelled to keep records that are
mandated by a state reporting requirement, or that make the job of operating a child
care center administratively more efficient. State agencies have collected some of
this information on paper. Of the information that is collected, a small amount is
entered into computers to calculate reimbursements, respond to federal reporting
mandates, and to provide some small amount of data for analysis. The conclusion
is that while local providers do keep extensive records, neither a mandate nor a
coordinated infrastructure (of technology and people) currently exists to capture the
information. As a result, it is virtually impossible to aggregate information in the
areas of basic inquiry that are shown in the table above.

San Diego County officials have been engaged in an effort to consolidate data over
the past two years. While the progress is enviable, the barriers, too, have been
significant. Data integration is not static. What has been found in San Diego is that
it requires ongoing cooperation by multiple agencies and the continual refinement
of information. This being said, the planning process that was used in San Diego to
articulate objectives, and identify project goals is a model that can be followed in
other counties.

The Difficulty of Standardizing Technology

A third problem that has revealed itself during this study is the variation in
technology that is in place across the state. As is the case in all industries, a variety
of hardware and software applications are in place some of which are less good than
others at sharing information. In one county, PACE heard the description of how
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information is collected from a variety of agencies and school districts. It involved
some mainframe systems, some telephone connections to PC's, some sending of
floppy disks through the mail, and some reentering of information off paper files.
Consolidating information from multiple platforms is time consuming and a
potential source of error.

The solution to this problem is not to mandate particular software applications and
particular hardware configurations. Rather, the standardization of information, and
the capabilities of computing environments will need to be made explicit. When
particular agencies are selecting or enhancing their equipment, they will need to
understand exactly what types of connecting capabilities are required to participate
with partnering agencies.

O  Current Data Collection Efforts
Progress to Date: Assessing Current Efforts

Data oollection efforts across the state are uneven both in the types of data that are
collected, and in the level of automation. In an ideal world, the requisite data to
answer the policy inquiries noted earlier would be collected locally and aggregated to
provide analysts with information at the regional and state level. Therefore, while
it is fair to say that the state is unable to collect information systematically, it is
wrong to infer that local efforts in some areas have not been able to produce
information to support analysis.

In addition, the fact that child care and development programs are sponsored by
both CDE and CDSS requires a heightened level of cooperation between these two
agencies in the design, administration, and maintenance of data systems. Head
Start, the third major public provider of child care services must be included as well
insofar as the state needs to be able to assess who receives services.

This study did not attempt to systematically survey the broad array of providers and
service agencies in California on the data that are collected on a regular basis. That
notwithstanding, there was an effort made to understand some exemplary practices
where data have become available as programs have evolved. This was done in
part by asking representatives of the child care and development community to
respond to a simple set of inquiries regarding the kinds of information they collect,
and noting the corresponding level of automation. The most notable result of this
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informal inquiry was the variation in data that were collected. In addition, this
inquiry reinforced the finding that large amounts of information are being collected
and processed on paper forms, never to be entered into a computer for storage or

analytic purposes.

Nevertheless, PACE has been able to collect during this research effort some
computerized data from ten selected local providers. This reinforces the point that
some providers have designed, and continue to design, information systems that
help their operations work more efficiently on a day-to-day basis. Notably, these
efforts are outside of a systematic program to improve data collection statewide. As
might be expected, the information that was collected is not easily aggregated, and
does not follow any standard form.

The conclusion that should be drawn is that data collection is highly fragmented
from the perspective of the state. This mirrors the fragmentation of the child care
and development system which depends on, and weaves together, numerous types
of agencies and delivery mechanisms. At the same time, there are efforts under way
that have tried to make sense of some pieces of information systems management.
As a result, the information systems that have been put in place tend to deal with
one component of the child care and development system, and have not been
designed with a broad and inclusive purpose. While PACE researchers envisioned a
set of systems that overlap and interact to serve the child care and development
infrastructure, this model has not been found. While a few notable exceptions do
exist, the efforts are local and independent of a framework for automating
administrative services.

As a way of bringing the reader up to date with some recent systems development
efforts, a brief description is provided of some of the more notable programs that are
under way. These systems demonstrate that some agencies have recognized that
automated systems are cost effective, efficient, and helpful to delivery of services.
Some projects have been developed for a particular task while others have tried to
accomplish broader needs that are related to the delivery of child care and
development services.
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Provider Accounting Reporting Information System (PARIS)

PARIS is a software system to be developed by the CDE, Education Finance Division.
PARIS will consist of three primary modules: payment scheduling, payment
calculation, and management information production. An essential component of
PARIS is that it will incorporate and coordinate the various child development
fiscal functions into a single database environment so that users within CDE will
have access to the same data. Currently, contractors mail paper forms (CD 9500) to
the division which are keyed into the Child Development payment files. PARIS,
once implemented, may be expanded to include dial up capabilities and a decreased
dependence on data entry at the state level. It is expected that PARIS will interact
with the State accounting systems for automated production of reimbursement

checks.
California Student Information Services (CSIS)

CSIS is also being developed in CDE. This system has been designed to electronically
exchange K-12 student information. The basic design of CSIS is similar to the
proposals that will be developed later in this report for child care and development
services. In addition, CSIS may be putting in place a technological infrastructure
that could be used by other public service providers.

When implemented, CSIS will enable easy statewide transfer of transcripts between
school districts and more efficient state reporting. Two crucial decisions were made
by the CSIS developers. First was to select an existing national standardized protocol
(SPEEDE/ExPRESS) for communications between schools, districts, county offices of
education, and the State Department of Education. In this way, the local student
data can be processed in any software package and sent to other districts using
different local software. The local (and other) environments just need to be able to
“map to and from" SPEEDE/ExPRESS. Since SPEEDE/ExPRESS is a national
standard (developed via the American National Standards Institute), it can be easily
adapted by more than one agency or state. Thus, when a student moves from one
school to another either within or outside of the state, the records can be easily
exchanged - a design factor in CSIS that addresses the problems of redundant,
incompatible data across agencies. This is the standardization mechanism, described
earlier which can serve as a model moving forward.
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A second important part of CSIS is the statewide network it establishes. This consists
of a fixed number of non-overlapping regional data centers with communication
links between them. Each data center will include a centralized data base of student
locators for all its encompassing counties. Furthermore, in this network
information remains under local control, and only when a data request occurs (i.e., a
request to have a student's record transferred) does the transcript get communicated.

Family and Children Enrollment System (FACES)

FACES, a computer-based enrollment management system for child care providers
is currently under review within CDE. FACES, although never fully implemented,
was designed to have managed provider enrollments, waiting lists, complete family
information records, and produce various reports. The use of the actual software
was suspended in 1995 for a variety of technical reasons. At the current time, a
survey has been completed by child care and development users to inform further
development of FACES.. The survey results, once tabulated, will help to guide the

project.

Even though FACES was never fully implemented, its original design had several
essential features. Like CSIS, FACES maintained local control for individual
agencies and providers could continue to use any software that had been
implemented locally. For those agencies and providers that did not have or did not
like their local automation programs, FACES was to offer a comprehensive
environment that would have fulfilled all local needs. Finally, FACES proposed a
standard protocol for inter-office and interagency communications which was to
allow state policymakers access to aggregated information on child care enrollments.

SAWS

SAWS is a data collection and information system developed by CDSS to manage
the case records of AFDC recipients. As AFDC recipients who are working or in
training are entitled to child care reimbursement, the system maintains a small
amount of information about child care expenditures. SAWS is currently being
used in 17 counties with plans for expansion to 34. Several major urban counties
are not expected to convert their existing systems to SAWS. The information in

SAWS is controlled at the county level.
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Within the context of child care, SAWS has several deficiencies as a model for
comprehensive data exchange with other agencies. First, SAWS is not a networked
system between counties, or to the state. As a result, data sharing between counties,
and other agencies will be a major barrier to data integration efforts. Second, SAWS’
reporting capability is severely limited with little flexibility for users to develop and
implement ad hoc reports. Even for counties who want to analyze data at the local
level, tools do not exist to facilitate those efforts. Third, for the information from
SAWS to be useful to policymakers, additional information about the families child
care arrangement would need to be added to the case records. This is a notable
complexity as SAWS is the system of default that could be used to collect
information about the license-exempt services that families on AFDC receive.

California Child Care Resource and Referral Network Data Standardization Project

A successful undertaking in determining the supply of child care in the state is the
Resource and Referral Network's Data Standardization Project. This data collection
effort includes a comprehensive survey of provider data bases, and as a result
provides a complete snap shot picture of the supply of the licensed care providers in
California.

Two critical considerations were made when developing this project. First, the
Resource and Referral agencies were consulted in determining the survey questions.
Second, a standard data format was established for the information that was being
collected. Furthermore, when developing the procedure for regularly updating
information, the Data Standardization Project made sure that all of the information
requested was that which the agencies generally collected in their normal duties.
Extensive and repeated technical assistance was made available to assist agencies in
their collection and reporting requirements.

A local agency can use software already in place to collect the information and save
data on a floppy disk. The information, at specific intervals, is sent to the R & R
Network office. Since there is not a wide variety of software in use at the local level,
the R & R Network translates the files into a common format for aggregation and
analysis.



Head Start Delegate Agencies

Head Start grantee offices and delegate Agencies around the country have
automated their offices with commercial products developed especially for Head
Start needs. This effort has been spearheaded by Head Start central administration
which mandated particular reporting formats and endorsed particular software
applications. By name, Kaplan Child Tracker, Kids America, Child Plus are
privately manufactured applications that serve Head Start agencies in their data
collection efforts.

Sacramento County Head Start, for example, uses Child Plus in handling selection
criteria, family information (demographics, immunization, assessments, emergency
contacts), administration needs (location, personnel, attendance, meals), and
document creation (federal and state reporting). The software is used in the
county's Grantee office, Delegate Agencies, and in some providers’ sites. Data is
communicated between these offices with floppy disks that are passed around once a
week, while the remaining providers submit paper reports that are entered into
Child Plus at the Delegate Agencies. Improved network capabilities would
streamline this process, although it currently operates quite smoothly.

Summarized Policy Findings From These Current Applications

Taken together, these efforts illustrate the fragmented nature of information
systems design in the child care and development community. Systems have been
largely created for particular tasks in particular agencies. FACES, may be somewhat
of an exception to this statement because development did include a significant
amount of provider input, and extensive consultation with representatives from
the R & R Network. But with an unfocused interagency and statewide focus, the
functionality of systems generally has had both overlaps and gaps. Inter-agency
information exchange and collaboration is not usually apparent as these systems
have been developed outside of a scheme to coordinate data management. The best
example of this is SAWS where the data stored at the county level is completely
independent of any other agencies. While none of the projects described fulfill the
needs of a child care data collection environment, they do include important

lessons:



..--——_% ,___g

¢ Several projects allow local agencies and providers to use some commerdially
available software, or software developed in house.

e For those local offices that did not have automated systems or did not like
their current system, FACES (CDE) offered a package that would fulfill their

needs.

e CSIS has set the precedent for the establishment of regional data centers that
amass and share information.

¢ Statewide data standards and communications protocols are critical to data
coordination efforts.

e It is ill advised to make agencies or local offices collect any data not useful to
the agency or necessarily mandated for state or federal reporting purposes.
Further, the information that is required should be standardized, and easy to

collect.

e Intra-office software coordination (networking) is highly beneficial for
sharing information and creating systems that promote internal agency
efficiencies.

The state needs to move forward in two areas. First, there is no time to waste in
collecting information about basic policy questions. Second, over time state agencies
need to automate data collection as part of the development of administrative
infrastructure. In as much as computer-based information processing can improve
the quality of care for families with increased access to information, efficiency in
service delivery, and decreases in redundancy, local agencies ought to be encouraged
to find solutions that make sense at the local level.

What follows are three stages for improving data collection. The first proposal is
short-term in nature and responds to the immediate and pressing need to provide
basic data to policymakers and state agency officials. Over time, additional
automation is proposed as a way of collecting much the same information on a

regular basis.
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Proposal 1: A “census” of children receiving child care and development services.

This proposal recommends collecting basic information on children who are
currently receiving subsidized child care and development services through CDE or
CDSS. The information would be collected on a “per record” basis. Therefore, this
census would provide state policymakers with an unduplicated count of children.
That is, for each of the questions below, a contractor would be asked to answer each
of the questions for each of the children enrolled in their program on a specified
data collection day. The questions have been designed to be unambiguous and
consistent with what PACE believes is information that is already collected by

contractors.

The goal of Proposal 1 is to develop the capacity to answer basic questions as quickly
as possible. It should not be assumed that this is an easy project to accomplish, or
that it would not have some accuracy limitations. Nevertheless, in the short-term,
it is the most likely to retrieve information quickly about the current population of
children being served. As a sidenote, the federal government requires California to
report information on children served (federal report ACF115). This proposal
would need to modified to insure compliance with federal requirements.

Proposed Data Objects

(Subject to change based on modifications to mandated reporting requirements and
program structures)

By program, for each child enrolled by your agency (on a specific date), please answer
the following:

1) At this time, what best describes the service setting of this child?
a) In-home, license-exempt care, by non-relative
b) In-home, license-exempt care, by relative
c) Out-of-home, license-exempt care, by non-relative

d) Out-of-home, license-exempt care, by relative
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e) Center based care, licensed
f) Center-based care, license-exempt
@ Family day care home, licensed
2) When was the child born (MM/DD/YY)?
3) How many hours per week is the child contracted for in this care setting?

4) For children served by AP's only, what is the rate the provider actually
charges for this care?

$

5) What are the circumstances by which this child is entitled subsidized care?
Indicate all that apply.

per (specify week or month)

a) The family met income eligibility requirements.

b) The family is receiving AFDC and working.

¢) The family is receiving AFDC and is job training .
d) The family is receiving AFDC and is seeking work.
d) The child was referred by Child Protective Services.
e) The child’s parents or guardians are incapacitated.
f) The child's family is homeless.

g The child has special medical/psychiatric needs.

6) What is the gross monthly income of the household in which this child
lives?

7) What is the size of this child's family?"

? See Appendix A for a description of the specific income to be measured by this question.
19 See Appendix A for specific guidelines on family size.
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8)

9)

In what zip code does this child attend child care?

In what zip code does this child reside?

Readiness steps to implement Proposal 1:

Set up a collaborative effort between CDE and CDSS to collect, store, and
analyze the results of the data. Staffing for the project might come from both

agencies.

Design survey tools. This will require significant preparation - each site will
need survey forms, “scantron sheets”, instructional packets, training sessions,
and technical assistance. Standardized computer forms or disks should be
made available for those centers that have access to computerized data.
(Although larger in scope the California Basic Education Data System CBEDS
conducts a similar effort in the public schools.)

Work with CDSS to understand how these data objects could be extracted
from SAWS for those families who receive care associated with AFDC.
Examine the possibility of how data could be collected from non-SAWS

counties.

Examine the benefits of a limited sample of particular counties versus an
attempt to cover all counties in California. Sampling allows limited data
collection to avoid surveying every site in the state. Yet some notion of the
make up of the child care population is needed to determine the sample size

and random site selection.

Develop analysis tools. Once the data has been collected, it needs to be
analyzed. The analysis tools need to be developed to present a picture of the

child care system and to answer the questions posed by policymakers.

The first effort will serve as a pre-test. After analyzing the data it is likely to
be shown that the survey did not fully answer the state's questions, that it
answers the wrong questions, or that new questions have arisen.
Furthermore, there will probably be problems in the mechanisms of the
survey itself (e.g., ambiguous questions, inadequate training sessions,
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inaccurate handouts). Some infrastructure will be needed to take note of
these issues, update the survey, and correct the procedures.

Proposals 2 and 3, move from snap-shot collection to the development of
automated administrative infrastructures. At the heart of this policy discussion is
whether data collection should, could, or must be part of an averall effort to
improve the administrative function of child care and development services. In a
nutshell, data collection is onerous in a process that employs paper and the mail.
Alternatively, data collection is simply a by-product of a set of computer systems that
could assist in the daily management of services to the benefit of families and
providers alike. All of the information that is captured on intake, and updated over
time can become part of the “databank” (data warehouse) in child care and

development services.

There is no doubt that barriers exist whenever a new technology is proposed and
changes at the state level and in local offices are no exception. In offices where work
is done without computers, work habits will need to change and hesitations about
using computers will have to be overcome. In recent years, computers have become
extremely “user-friendly,” and any new system should take full advantage of this.
Employees need to be shown that the programs will facilitate their work by
removing redundancy and allowing for greater productivity with higher accuracy.

In offices where automation exists, local offices and providers will be able to
continue to use whatever systems they have in place, however changes will occur
with the sharing of data over the network. Procedurally, users will need to be fully
educated about the network and how to use the new data sharing tools. If
implemented correctly, most of the changes could be transparent to the user.

Some providers and local offices may just be quite small and not seem to
need any automation. Here either a simple front end to the network (e.g. a World
Wide Web terminal) can be put in place or modern tools (e.g. bar codes, “scannable”
identification codes) can be added to the data that passes through these locations to
print reports and receipts. The two proposals follow.

Proposal 2: Regional Data Networks and Automated Data Collection

Proposal 2 brings technology to the data collection effort. Regional data centers
would be created where data is shared between agencies. Currently available

60



)

3 3 73 73 —3 —3 3

3 T3 773 7% —3 T3 73 —3 —3 —3

T3

3

commercial software could be put in place and networked. A regional or local office
would be able to access information on the data base for which it had the correct
privileges. This alternative assumes a high level of cooperation between providers,
R&R’s, AP Agencies, and County Welfare Departments. The project should be
implemented one region at a time.

A major concern with data sharing is security. This issue is being addressed
worldwide as businesses begin to do transactions over the Internet, and the
corporate security techniques developed will be available for the proposed child care
network. The primary security tool that this network could use is establishing
different access privileges for the data and for users. Thus, a person using the
database would only be able to access the information that s/he has the privileges to
see. Readiness steps for this network approach include the following:

¢ Create regional data centers. Each center would have a computer capable of
handling a large client-server database. This database would consist of all data
that could be shared between local agencies and offices. The software would
also aggregate the information for the Local Planning Council, County
Welfare Departments, CDE, CDSS, and other sites that might need the
aggregate information.

¢ Network all agencies in the region to the data center. All agencies, providers,
and other members of the child care community would have a network
connection to the data center. The network would be made up of permanent,
"dedicated,” lines or dialup connections depending on the needs of the local
site. Considerations for the security of the information would be given the

highest priority.

e Develop either client/server or web software. The local site could access the
database in several different ways. For those sites that are currently
automated, their existing software would remain in place, but translation
tools would be developed so that the existing applications could share data
with the regional data center. Some offices do not have any or have limited
computation abilities in place and would like to have more sophisticated
automation; for these sites client software would be developed to fulfill their
needs. Finally, World Wide Web software would be created for those sites
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that do not need much local automation, but would be able to share data and
access information.

e Implement real-time data sharing over the network. Information that is
gathered in one office and is to be shared should be sent to the data center in
“real-time" - that is within some brief period of time. In this way the center's
data base is always up to date and accurate, so that if a different site needs the
data, it is "immediately" available.

* Investigate which data needs to be shared. Not all information should be
shared; for example medical contact information may only be needed by the
provider. A thorough investigation would be made into the data that is
collected at all the offices, and much of the overlapping information should
be shared regionally.

Proposal 3: Technology-based Child Care and Development Administrative
Services

This proposal is an obvious addition to the previous step: give families an
individual identification number to ease access into the system. A child care
provider would use a networked computer and bar-code technology system to
receive and enter data into the data collection system, as well as to run the daily
operations of the center. Centralized waiting lists could be served through this
technology as well. This proposal could accommodate the non-networkable
locations (e.g. license exempt providers) to the system. Bar code information could
be added to receipts for services and scanned into central, regional systems.
Readiness steps for Proposal 3 would require the following:

e Implement child care id's for families/children and for sites. This
identification number could be based on many things: information based on
the family or the child, social security number, AFDC case number, Medicare
identification number, or student enrollment identification. The selection
would need to consider privacy, convenience, the stigma attached to the
identification, among other issues. There may not need to be an actual
identification card; the code could be added to the data that gets passed

through the system.
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e Implement non-electronic network. It may be impractical to physically
connect every provider to the child care network. A license exempt provider
is likely to be a family member's home, and attaching them to the system is a
bit far-fetched. However, it is possible to have their information incorporated
into the network. If receipts for services had the child's or family's
identification number included on them via a bar code, and the provider
stamped their bar-code on the receipt, then when the receipt reached an
agency office, this information could easily be scanned into the system.

e Develop tools to collect data at non-networkable sites. The tools needed for
the above system would include bar coded receipts, bar coded stamps or
stickers for providers, bar code readers, bar code printers, and possibly
identification cards with either bar coded information or information on a

magnetic strip.

The following recommendations are presented as a package for consideration.
Ultimately, the efficient collection of data will require a concerted effort that
includes systematic planning and an investment over the long term. More
significant than any single recommendation is the commitment from CDE, CDSS,
and Head Start that systematic data collection and data sharing are integral to the
long term improvement of child care and development services.

1) Establish standardization immediately on all phases of data collection
relevant to the child care and development community.

Even in those areas where data uniformity appears to be in place, make a new
effort to design standard language and provide training for higher quality
information collection. This process needs to be done systematically, and
with consideration for other efforts in education and social services where
data standards already exist. The California Resource and Referral Network
Data Standardization Project and the protocols established by the California
Student Information Services (CSIS) using SPEEDE/ExPRESS are two
examples of existing efforts that need to be relied on as foundations for data

standardization.
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2) Establish a timeline by which stages of a data system implementation project
ought to be completed.

The objective moving forward is to collect, at regular intervals, the specific
data objects that have been identified by this working group. The timeline for
implementing more automated systems would depend on expansion costs
and available resources. Three stages are outlined below that could be the

basis for long-term planning:

Proposal 1. A “census” of children receiving child care and development services.

A particular set of questions (below) would be asked of contractors on a particular
data collection day as a way of tabulating background data on children currently
receiving care. Depending on fiscal resources, the project could be implemented
with statistically reliable sampling techniques, and expanded over time. The effort
would be similar in strategy to the standardized data collection project that is
operated by the California Resource and Referral Network, but would include
providers and AP's. The effort would seek to include all agencies in the sampled
regions, and occur once each year. Since there is not a finite set of software used by
all the different agencies and regions, the data would have to be largely collected on
scantron forms, floppy disks (ASCII formats), and/or by phone. Technical assistance
would be a high priority.

By program, for each child enrolled by your agency (on a specific date), please answer
the following:"

1) At this time, what best describes the service setting of this child?
2) When was the child born (MM/DD/YY)?
3) How many hours per week is the child contracted for in this care setting?

4) For children served by AP's only, what is the rate the provider actually
charges for this care?

5) What are the circumstances by which this child is entitled subsidized care?
Indicate all that apply.

' The complete wording of the questions and response categories are shown on page 16 of this paper.
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6) What is the gross monthly income of the household in which this child
lives?

7) What is the size of this child's family?
8) In what zip code does this child attend child care?

9) In what zip code does this child reside?

Proposal 2. Regional Data Networks and Automated Data Collection. Stage 2 brings

technology to the data collection effort. Regional data centers would be created
where data is shared between agencies. Currently available commercial software
oould be put in place and networked. A regional or local office would be able to
access information on the data base for which it had the correct privileges. This
alternative assumes a high level of cooperation between providers, R&R'’s, AP
Agencies, and County Welfare Departments. The project could be implemented one

region at a time.

Proposal 3. Technology-based Child Care and Development Administrative

Services. This stage would provide families an individual identification number to
ease access into the system. A child care provider would use a networked computer
and bar-code technology system to receive and enter data into the data collection
system, as well as to run the daily operations of the center. Centralized waiting lists
could be served through this technology as well. This proposal could accommodate
the non-networkable locations (e.g. licensed exempt centers) to the system. Bar code
information could be added to receipts for services and scanned into central,

regional systems.

3) View considerations to improve technology and improve data collection
efforts as an integral part of the other PACE recommendations.

A greater need for technology will likely surface in other sets of
recommendations issued by PACE in Phase III of this project. This could
include using technology in developing centralized waiting lists, automating
eligibility determination, and processing reimbursements for services. The
interoonnectedness of data issues with these other proposals require
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integrated software and hardware solutions that provide multiple services.
Software and hardware systems, some of which already exist, must be put in
place to solve multiple computer needs of child care and development
agencies.

Support local areas that are developing technology applications in child care
and development services.

In regional service areas across the state, technology improvements are well
under way to increase the efficiency of information collection. They are,
however, not coordinated within regions or across regions. As a way of
encouraging coordinated efforts, provide technology improvement grants to
agencies that collaborate on data coordination efforts consistent with state

standards.

Design and maintain an advisory group that sets guidelines for technology
improvements and data collection efforts.

Establish a long-term advisory group that includes a membership not unlike
the current working group to review the progress of data collection efforts |
over time. Insist on the representation of providers, R & R’s, county agencies,
and state agencies. One of the primary responsibilities of the group would be
to balance the benefits of statewide standardization against the flexibility
required by local providers and agencies.
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Appendix A: Data Object Clarification

Questions 6 and 7 of the census questions have been designed to be consistent with
the language used in the California Department of Education’s Funding Terms and
Conditions. The specific language related to family income and family size is as
follows:

Documentation of Total Countable Income

The parent(s) shall provide copies of his or her most recent check stub(s) or the
contractor shall record the following information on the application for services
when viewing the most recent check stub(s): (1) date of the check(s); (2) amount(s)
of the gross pay specified on the check stub and (3) the period(s) covered by the
check. Documentation shall be maintained for all income included in total
countable income. If the parent or other adult is self-employed, he/she may provide
other documentation of income such as a letter from the source of the income or
copies of tax returns or statements of estimated income for tax purposes. If the
parent does not have documentation of his/her income, he/she may make a
declaration of the amount of income.

“Total countable income” means income that does not include the following: (1)
earnings of a child under age eighteen (18) years; (2) loans, grants, and scholarships
obtained under conditions that preclude their use for current living costs; (3) grants
or loans to students for educational purposes made or insured by a state or federal
agency: (4) allowances received for uniforms or other work required clothing, food
and shelter and (5) business expenses for self-employed family members.

Determination of Family Size

Family size shall be determined by the number of adults and children related by
blood, marriage, or adoption who comprise the household in which the child is
living. When an adult living in the household is neither the parent of the child
nor the spouse of the parent, the adult and the adult’s children if any, shall be
excluded from the calculation of family size when such exclusion is to the
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advantage of the family. When a child is living with adult(s) other than a natural
or adoptive parent, the child shall be considered a family of one.
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Task Il
Family Fee Schedules
By
Linda Petersen Birky
Rong R. Wang

Many states, including California, require parents to contribute to the cost of
subsidized child care and development services according to a sliding fee scale. The
design of these sliding scales varies in many respects between states, but all have at
least two purposes. The first is to generate revenue for the state, most often in order
to serve more families in need. The second encompasses a number of goals having
to do with encouraging families to become economically self sufficient and to be
empowered as consumers in the child care arena.

In California, the need to provide services to more children is undisputed. While
estimates vary, it is generally agreed that fewer than fifty percent of families eligible
for services are currently receiving them due to the insufficiency of funding. Given
the current move toward welfare reform with time limits on subsidies, it is expected
that the need for subsidized child care and development will increase to even
higher levels as more parents begin training or enter the workforce. The generation
of revenue through the collection of family fees may therefore become even more
critical in maximizing the number of families that may be served. Consequently, it
is timely to consider whether the state’s current family fee schedule might be
modified in order to accomplish a greater gain and thereby serve additional families.

Moreover, if economic self sufficiency is a state goal for families, it is important to
consider whether or not parents are contributing to the cost of child care in an
equitable, yet reasonably affordable fashion that will help prepare them as true
consumers of child care and development services. Consequently, the assessment of
potential revenue generated by various family fee schedules must also take into
consideration the effects on families in terms of equity and affordability.
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This paper explores the potential for modifying the current family fee schedule by
presenting alternative sliding scale models and evaluating the potential effects of
implementing them. It is an expansion of an earlier study completed by Policy
Analysis for California Education (PACE) (Goldsmith, 1995).

The policy decisions that are required in implementing or changing family fees for
extremely impoverished families are among the most difficult. They are not
dependent solely on economic analysis, but instead require careful consideration of
a set of highly complex-tradeoffs that result from making choices when resources are
not adequate to serve all in need. Ultimately, these choices must be made by
policymakers, not by researchers. The intent here is to present analytic results in a
way that will hopefully lead to decision making. The questions that must be
addressed are posed and the tradeoffs that result from specific choices are identified.

Background: The Pilot Study

In 1995, PACE began its study of California's current family fee schedule'? and
developed and evaluated alternative fee models (Goldsmith, 1995). The current
schedule, known throughout the state as the Family Fee Schedule (see Appendix A),
is based on family income as a percent of the State Median Income (SMI) for
different family sizes. Only parents with incomes at or above 50% of the SMI are

required to pay fees.

The current family fee schedule does not take into account the number of children a
family has in care. That is, the fee is based on family size and income alone;
consequently a family of a certain size with a specific income having three children
in care pays no more than an identical family with only one child in care.

Family fees rise with an increase in income as a percent of the SMI. The fee ranges
from a base rate of $2.00 per day ($43) per month'® for families with gross incomes at

YCalifornia currently has two fee schedules, one for the Transitional Child Care program (TCC),
developed by the Department of Social Services (DSS), and another for all other programs with
family fees, developed by the California Department of Education (CDE). The family fee schedule for
TCC was based on CDE's fee schedule, however the fees charged under the TCC schedule are
approximately half the fees of CDE's schedule. This means that similarly situated families pay
different fees under the TCC program than under any other program with a fee. Due to the limited use
of the TCC Family Fee Schedule and because its fees are based on CDE's model, this paper focuses on
CDE's Family Fee Schedule.

UThe monthly rate is calculated be multiplying the daily rate by five days per week and 4.33 weeks

per month.
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50 percent of the SMI to $20.80 per day ($450 per month) for families at 100 percent of
the SML

Fees increase with each two percent rise in income. The rate at which fees increase
changes at three points in the fee schedule (a piece-wise linear model with three
segments). Fees for families between 50 percent of SMI and 54 percent of SMI
increase by $0.40 per day for each additional two percent increase in income as a
percent of SMI. At 54% of SMI, the rate changes, and fees increase by $0.60 per day
for each two percent increase in income. At 72% of SMI the rate changes again with
fees increasing by $0.90 per day for each two percent increase in income as a percent
of SML

Whether or not a family pays a fee is governed by factors other than income.

Among California’s twenty plus child care and development programs only families
in some programs are required to pay. Specifically, the following programs require
family fees:

e Federal Block Grant Alternative Payment Program

¢ General Child Care

* State General Fund Alternative Payment Program (APP)
¢ Title IV-A At Risk Alternative Payment Program

¢ Latchkey Services

¢ Campus Child Care

¢ Transitional Child Care

All of these programs, except for Transitional Child Care, which is administered by
the California Department of Social Services, are administered through the
California Department of Education (CDE).

Major programs not requiring fees include:
¢ State Preschool

¢ Respite Care
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e Severely Handicapped Program

e School-Age Parenting and Infant Development Program
¢ Migrant Child Care

¢ Exceptional Needs

e Greater Avenues for Independence Child Care (GAIN)
e Non-Gain Education and Training (NET)

e Cal Learn
e Supplemental Child Care (SCC)

Of these programs, GAIN, NET, Cal Learn, and SCC are administered by CDSS. The
others are CDE programs. Fees are not required for children in any program under
the care of Child Protective Services (CPS)". In addition, Head Start, which is
directly administered by the federal government, does not charge fees, but does
require family involvement.

Family fees are collected primarily for programs administered by CDE, which
estimates that for every $1,000 expended on child care, $30 in parent fees are
collected. In 1993-94, this amounted to $11,736,801. In comparison, the states of
Oregon and Massachusetts estimate that $100 in parent fees are collected for every
$1,000 expended, more than three times California’s rate.

Alternative Family Fee Models

In PACE's earlier work, in addition to the California current fee schedule, fee
schedules used by other states were examined. From this review, three basic types of
sliding scales, each based on different principles, were identified. Each of those three
types of scales were adjusted and modified to represent California’s cost of care and
the state's average family incomes resulting in the following three family fee
schedules:

1Some children in CPS receive child care from the Federal Block Grant program (FBG). FBG requires
parent fees from CPS families unless their case worker waives the fee as too burdensome. In practice
almost 100 percent of the fees are waived (Hruby, 4/29/95).
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Based on Colorado’s family fee schedule which was developed as part of a welfare
reform pilot project, this model (displayed as Appendix B) is based on a percent of
the actual cost of care selected by families. The fee also takes into consideration
family gross income as a percent of the SMI adjusted for family size and requires
parents to pay for each child in care.

There are several goals implicit in the design of this model. The first is that it seeks
to encourage parents to be child care consumers. Parents are required to seek out a
child care option that meets their specifications for quality, convenience and cost.
The risk associated with this goal is that parents may seek lower cost, lower quality
care. Indeed, research (Blau & Hagey, 1994; Hofferth & Wissoker, 1991) has
demonstrated that parents are particularly price sensitive to the cost of child care.

Second, this model is designed to create a smooth fee schedule (eliminating internal
“notches” and external “cliffs”) that would bring parents to the true cost of their
child care by the time they reach the end of the fee schedule. Additionally, this fee
schedule accommodates regional variations in the cost of care.

Model 2: Percent of Gross Income

This model (see Appendix C) is adapted from the fee schedule used by Texas. It is
simply based on a percent of family income, but partially takes into account the
number of children in care by distinguishing only between families with one child
and more than one child. For families with one child in care, the fee is 9% of gross
income; for families with two or more children in care, the rate is 11% of gross
income.

The principles underlying this model are simplicity of administration combined
with an estimation of parents’ ability to pay. The flat rates of nine and 11 percent of
gross household income were selected by Texas based on research which has

consistently found that the average family paying for the full cost of care spends
between 9% and 11% of their household income on child care costs (Marshall &

Marx, 1991).

In actuality, however, lower income families have been shown to pay a much larger
portion of income for child care, ranging from 16% (Marshall & Marx, 1991) to 23%
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(Willer, et. al, 1990). While economists commonly define affordability as that which
people are willing to pay, critics point out that even 9% to 11% may not be truly
“affordable” for low income families and that severe sacrifices must be made in

order to pay even this much.

This fee schedule (see Appendix D) is modeled after one used by the state of
Massachusetts. It is designed to bring families close to the full cost of care as they
reach the end of the scale (eliminating external cliffs), and requires a fee for each
child in care. In order to make the fee affordable, however, a reduced rate is used for

the additional children in care.

It is based on a standard reimbursement rate, in California the State Reimbursement
Rate (SRR) which is $21.1533 per day for full time center based preschool age care.'
The SRR was selected because it was found to be a relatively good representation of
the cost of care across the state according to the Regional Market Rate Survey (RMR).
Any standard rate could be used, however, as long as it is representative of costs
across the state.’®

The factors used to account for more than one child in care are as follows: for one
child the family pays the set fee; for two children in care parents pay 1.75 times the
fee, and for each additional child the family pays an additional .50 times the fee. For
example, a family with three children in care would pay 2.25 (1.0 plus .75 plus .50)
times the set fee for care.

Evaluation Criteria

The primary objectives in revising the family fee scale were maximizing revenue
and preparing parents as child care consumers; however, these objectives must be
considered in light of several other criteria. The identified criteria were:

e Affordability: As explained above, affordability is a very difficult and
subjective factor to weigh in evaluating fee schedules. For purposes of

5The SRR was recently increased in California from $21.1533 to $21.73 per day, but in order to maintain
comparability between the Pilot Study results and the expanded study, the old rate was used

throu,
1PACE is also currently reviewing reimbursement rates used by the state. 1f the SRR were to be eliminated in favor of
other reimbursement procedures, the same or another set standard could be used in the fee schedule.
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comparison, however, the financial impact on families was assessed
according to the average and the range of financial “burden,” defined by fees

as a percent of gross income.

e Equity: Equity was defined in two ways. Horizontal equity would require
similarly situated families, receiving similar services, to pay equivalent fee.
Vertical equity would require that families with higher incomes pay higher
fees.

 Simplicity: Simplicity was assessed according to the relative ease of using the
fee schedule, as well as the ease with which it may be updated according to
changes in costs and incomes.

o Notch/Cliff Avoidance: Ideally, family fees should increase gradually such
that parents are not penalized for earning additional income, yet move
families toward the full cost of care as their income approaches the point
where they are no longer eligible for services. Families should be able to
transition smoothly from one income level to another (no internal notches)
and from subsidized to full market care (no external cliff).

o Feasibility: In order to implement any revised fee schedule, it needs to be
both politically and legally feasible.

Evaluation of the Models

In the pilot phase of this study, computerized data were collected in early 1995 from
the Alternative Payment Program administered by Crystal Stairs in Los Angeles
County. The data included families participating in three programs, the State
General Fund APP, the Federal Block Grant (FBG), and the federally funded Title
IVA At-Risk Program. Children under the care of CPS were eliminated from the
data set because they are generally exempt from fees. There were a total of 898
families including 1,570 children included in the analysis.

While the data provided by Crystal Stairs included critical factors, especially family
size, the number of children in care, and family income, other information was not
available (e.g., the type of care children were receiving, the number of hours of care,
and the cost). Consequently, several assumptions were made in order to evaluate in
a relative way the alternative models.
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First, the assumption was made that all children were receiving center-based full
time care. Second, it was assumed that all parents would select child care priced at
the reimbursement ceiling for their funding source, set by the Regional Market Rate
Survey. While these choices slant the data in certain ways, it was thought to be the
most conservative in assessing the affordability for families in Model 1 which
requires families to pay a percentage of the actual cost of care. ‘That is, the worst case
scenario was considered (i.e., the most expensive care) so that the cost to parents
under this model would not be underestimated.

While these assumptions result in the overestimation of actual revenue generated,
it is important to emphasize that the proportional increases may be fairly compared.
That is, the relative generation of revenue between models may be assessed, and the
approximate number of additional child care slots may be estimated. The number of
additional child care slots to be generated would be proportional to the actual
distribution of current slots in terms of type of care, part-time versus full-time, and
cost of care.

Results of the Pilot Study

The results of analysis of the Crystal Stairs data supported Model 3, Percentage of the
SRR, as the most viable overall. While Model! 3 did not generate the greatest
increase in revenue, it was identified as being the most reasonable in terms of
affordability to parents, vertical and horizontal equity, simplicity, and notch and cliff
avoidance. (See Goldsmith, 1995 for the full analysis and detailed results.)

The Expanded Study

The objective in the expanded study was to evaluate the models using additional
data from other state locations to determine if the same results would be obtained
from both rural and urban settings and from other areas of the state. We were
constrained by the limited number of sites that maintain computerized data files on
families which include all of the variables necessary to conduct the analysis.

Data sources were eventually identified and these sites submitted computerized data
files in late 1995 and early 1996. The data sources represent both rural and urban
settings and northern, central, and southern California. They include data from the

following locations:
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Humboldt Child Care Council

Pomona Unified School District

San Joaquin County Office of Education
San Diego City Unified School District

Included in the data were families in programs funded through all the major CDE
sources; however, not all sources had each funding source'. Consequently,
comparisons between programs would not be reliable and are not presented. The
exception is a separate, but limited, discussion of State Preschool which is a part day
program and currently does not require parent fees. Funding sources included:

General Child Care
Federal Block Grant

Alternative Payment Program

Latchkey
State Preschool

We were not able to obtain any data from county welfare offices administering CDSS
funded programs. We did not include Head Start because it is under direct
administration by the federal government and the state has no authority to collect
fees from those families.

The new data (State Preschool data were analyzed separately and are discussed later
in this paper) were applied to the three models developed in the pilot study and
compared with the original data from Crystal Stairs. It is very important to
emphasize that, because we were constrained by the availability of computerized
data necessary to complete the analysis, the results presented are meant to be general
indicators of family income levels, the financial burdens on families should these
fee schedules be adopted, and the additional revenues that would be generated by
the different models. The data do represent CDE programs in various geographic

Useable data included the follo Title IVA from Crystal Stairs, Humboldt, Pomona, and San Joaquin; Federal
Block Grant from Stairs 1dt, and Pomona; Alternative Program, General Child Care and
Latchkey from Humboldt; and State Preschool from Humboldt and San Diego.
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areas of the state, including urban, suburban, and rural settings; however, due to the
fact that the data were not selected randomly and that different sites had different
funding sources, the results are presented descriptively only and are intended to
present general trends rather than specific projections.

Family Income Distributions

Table 1 presents a summary of family incomes by percent of the State Median
Income (SMI) adjusted for family size. Looking at both the individual sites and the
data combined, it is evident that the population served by these CDE programs is
extremely poor. Overall, two-thirds of families are below 50% of the SMI ($1337 per
month for a family of two). Almost a fifth earn less than 25% of the SMI ($669 per
month for a family of two).

Table 1. Numbers of families in income quartiles

% of SMI Humboldt Pomona SanJoaquin  Crystal Stairs Total N Percent
0-24% 88 89 6 144 327 18%
25-49% 139 206 81 450 876 48%
50-74% 65 97 9 268 529 29%
75-100% 15 19 17 36 87 5%

This trend holds across all sites except for San Joaquin which has a majority of
families at a slightly higher income range. Specifically, they have very few families
below 25% of SMI (only 3%) and a total of 43% below 50% of SMI. This anomaly is
most likely related to the funding sources reported by this particular site, Latchkey
and Title IVA, which tend to serve slightly higher income working families. As a
result, the income levels reported are not representative of this rural county.

Revenue Generated

Combining data across sites, Model 1, Percent of the Cost of Care, produced the
greatest revenues (a 351% increase over the current fee schedule), followed by Model
3, Percent of the SRR (a 284% increase), and Model 2, Percent of Income (a 253%
increase) (see Table 2). There is variation between sites, however, in both the
magnitude of the revenue increases and the pattern of increases between models™,

URevenue projections reported for Crystal Stairs differ somewhat from the results reported in the Pilot Study duetoa
mhmﬁoﬂmwmmamm Y
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The variation in the percent increases in revenues are not surprising given that the
funding sources (and, consequently, reimbursement rates) varied between counties
which directly affects the amount of fees collected under the Cost of Care Model; and
that family income, a determining factor in all the fee models varies between
different areas of the state. Moreover, as has been stated, the intent here is to
examine revenue generation between the models in a relative manner, and not to

predict precisely the amount of the increase.

More specifically, the differences in the relative revenue increases between models
are evidenced in two findings. First, the differences between Model 2, Percent of
Income and Model 3, Percent of SRR tend to be rather small and are not of sufficient
size to reliably distinguish the two. Second, and not surprising, Model 1, Cost of
Care, did not generate the highest revenues in either of the more rural sites
(Humboldt and San Joaquin) due to the relatively lower cost of child care in those
locations. For both of those counties, Model 3, Percent of SRR, produced the highest
revenues.

San Joaquin tended to show lower relative increases in revenue for all three
models. This result is related to the fact that the particular population sampled in
this county tended to have higher incomes than the other locations. Having a
smaller percentage of families under 50% of SMI (43% as compared with a range of
66% to 74% for the other sites) means that they have more families paying fees
under the Current Fee Schedule than do the other sites. Consequently, they gain
less by requiring all families to contribute to the cost of care than do the other sites.
Still, even given these conditions, all models generated a huge increase in fees for
the San Joaquin site, ranging from 154% to 274% as compared with the current fee
schedule.

Affordability

Affordability was assessed in terms of the average fee paid by parents along with
consideration of the minimum and maximum fees possible under each plan, and
the mean percent of gross income families would pay with each fee schedule. The
results tend to support earlier findings. As shown in Table 3, Model 1 (Percent of
Care) requires higher average fees ($157) from families and also has the highest
maximum fee ($1,068) charged to families. Models 2 and 3 both tend to have lower
average fees ($123 and $134 respectively) and the differences between the two are not
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very large. The exceptions are the Humboldt and San Joaquin sites which have
higher average fees for Models 2 and 3 than for Model 1. Again, this is related to the
lower cost of care in those counties. Nevertheless, Model 1, Cost of Care, still
produces the highest maximum fee for Humboldt ($1,068).

Taking a closer look at Model 2 (Percent of Income) and Model 3 (Percent of SRR),
however, reveals that Model 2, by requiring fees of 9% or 11% across the board,
places a very high burden on the lowest income families (those earning between 1%
and 50% of SMI). Model 3, on the other hand (as shown in Table 4), requires almost
all families in the lowest quartile (between 1% and 25% of SMI) to pay only 5% or
less of their gross income for child care, and the majority of those in the second
quartile (between 26% and 50% of SMI) to pay 10% or less of gross income, making
Model 3 more affordable for the most impoverished families. Model 3 does place a
somewhat higher burden on families in the third quartile (between 51% and 75% of
SMI), with most families paying 15% or less of gross income, but with a few who pay
20% to 25% of their incomes. The very few families in the fourth quartile (between
76% and 100% of SMI) predominantly pay 25% or less of gross income for services,
but there are two families who would pay 30% of gross income in fees.
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Table 3. Mean, Minimum and Maximum Monthly Fees

CURRENT
FEE SCHEDULE

MODEL1
PERCENT OF
COST OF CARE

MODEL2
PERCENT OF
INCOME

MODEL3
PERCENT OF

Location
Humboldt
Pomona

San Joaquin
Crystal Stairs
Total

Humboldt
Pomona

San Joaquin
Crystal Stairs
Total

Humboldt
Pomona

San Joaquin
Crystal Stairs
Total

Humboldt

San Joaquin
Crystal Stairs
Total

N

307

411

898

1819

411

898

411

898

411
203
898

Mean Fee
$31.38
$29.94
$58.91
$32.87

$34.86

$95.60

$203.34
$153.02
$157.96
$157.14

$110.75
$116.01
$149.74
$124.73

$123.19

$111.44
$125.90
$167.11
$137.61
$133.84

82

$0.00
$0.00
$0.00
$0.00

$0.00

$1.00
$1.00
$15.08
$3.98
$1.00

$6.54
$7.20
$43.29
$21.66

$7.20

$1.00
$1.00
$17.50
$5.00

$1.00

Max

$411.35
$391.87
$411.35
$430.84
$430.84

$1,068.48
$1,792.80
$678.60

$1,036.80
$1,068.48

$396.42
$349.72
$390.94
$324.28

3396.‘2

$910.25
$929.25
$722.75
$744.00
$929.25
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Table 4. Financial Burden produced by Model 3 (Percent of SRR ) on Families by

Income Quartile
Percent of SMI
<5% 5%
1%-24%
Number 61 265
Percent 19% 81%
25%-49%
Number 0 454
Percent 0% 52%
50%-74%
Number 0 21
Percent 0% 4%
75%-100%
Number 0 0
Percent 0% 0%

Percent of Gross Income

10% 15% 20%

1 0 0

0% 0% 0%
329 93 0
8% 11% 0%
249 168 84
47% 32% 16%
14 3 26
16% 36% 30%

83

25%

0%

0%

1%

4
16%

30%

0%

0%

0%

2%
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Equity. The conclusions in the Pilot Study concerning equity in the various fee
schedules were not data dependent; consequently, the same findings hold.
Specifically, in determining horizontal equity (similarly situated families paying the
same fees should be receiving similar services) and vertical equity (parents with
higher incomes adjusted for family size should pay higher fees than lower income
families), Models 1 (Percent of Actual Cost) and Model 3 (Percent of SRR) best meet
these criteria. Model 2 (Percent of Income) fares less well because it makes only a
partial adjustment in fees for the number of children in care. The current fee
schedule is valued as least equitable because it does not consider the number of
children in care at all.

Simplicity. Like equity, simplicity is also not data dependent and the conclusions
from the Pilot Study apply. The simplest model to understand, use and update is
Model 2 (Percent of Income). The current fee schedule, and Model 3 (Percent of
SRR) are considered fairly simple. In addition, Model 3 is easy to update for any
change in the SRR. Model 1 (Percent of Actual Cost) is simple to understand, but
administratively burdensome because fees would need to be adjusted whenever the
family changed providers, the providers’ rates changed, or the family income
changed.

Notches and Cliffs. All of the fee schedule models, including the one currently in
use, are based on a step approach that has increments five percent or less of the SMI
and are considered adequate in avoiding internal notches. In the Pilot Study, careful
consideration was given to the avoidance of cliffs at the end of the fee schedule; that
is, it was believed to be important to have parents approaching payment of the full
cost of care as they approached the end of income eligibility. Subsequent research by
PACE has revealed, however, that the vast majority of parents receiving services are
at the lowest end of the income scale, and that almost no families lose eligibility due
to income increases. Consequently, cliff avoidance is no longer deemed an
important criterion in evaluating fee schedules in California.

Feasibility. Feasibility of alternative models requires consideration of both legal and
political viability. While there are legal issues that may be associated with requiring
fees from all families in all programs (in particular a determination needs to be
made as to whether requiring fees from AFDC recipients is permissible under
federal law and regulation), in comparing the current fee scale and the three
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alternative models, there appear to be no factors that would make any one of the
models more or less legally feasible.

Political feasibility is a much more subjective factor, and one that is difficult to
predict. There are some parties who have expressed support for requiring parents to
pay additional fees for each additional child(accomplished by Model 3, Percent of the
SRR), and other parties who argue that doing so will place undue hardship on large
families. There are also concerns that requiring families to pay per child will place
school age children currently receiving Latchkey services at risk because families
will be more likely to leave these children unsupervised rather than pay the extra
fee that would be required for care.

While there are those who would argue in favor of Model 1 (Cost of Care) because it
encourages families to become thoughtful child care consumers in preparation for
self sufficiency, the high financial burden it places on families, coupled with difficult
in administering it, reduces its political feasibility.

Summary. Table 5 presents a summary of how the different models meet the
various criteria in light of the new data. The results tend to confirm the conclusion
made in the pilot study that Model 3 (Percent of SRR) overall best meets the stated
criteria and generates much higher gross revenue than the current fee model.
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Table 5. Summary of Model Evaluation

Current Family Model1 Model 2 Model 3

Fee Schedule Percent of Cost Percent of Income Percent of SRR
Gross Revenues $760,980 $3,429,997 $2,689,021 $2,921,449
(% Increase Over Current Fees) 351% 253% 284%
Affordability Good Poor Fair Fair
Equity Poor Good Fair Good
Simplicity Good Fair Good Good
Notch Avoidance Good Good Good Good
Feasibility Good Poor Fair Fair
Cumulative Rank * 3 2 1

*While the Current Fee Schedule ranks high on most major criteria, it generates very little in revenue.

Model 2 (Percent of Income) fared somewhat better in the full study than it did in
the pilot study, particularly in the area of affordability. Ranking it below Model 3,
Percent of SRR, was primarily related to two factors: first, it is less equitable than
Model 3 because it is based on a flat rate and does not take account of the number of
children a family has in care. Second, even though overall it appears to be fairly
affordable, the flat percentage rates are believed to be too high for the very lowest
income families. Model 3 (Percent of SRR) provides for lower percentage rates for
these extremely impoverished families. It should also be recognized, however, that
Model 3 places a higher burden on families in the top two income quartiles. This
effect could be ameliorated, however, by placing a cap on the maximum percentage
of gross income a family may be required to pay (e.g. a cap of 15% would eliminate
the heavy burden on the very few families in the highest income ranges, while

preserving the bulk of revenue generated).

Having identified Model 3 (Percent of SRR) as the best alternative model to
California’s current fee schedule, additional analyses were conducted which focus
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solely on this model in comparison to the existing one. The results are presented in
the next section.

The Current Fee Schedule versus the Percent of SRR Model

Current Family Fee Schedule

The existing family fee schedule requires only families above 50% of SMI to pay fees.
Given that less than a fifth of families at these sites are above that level, the vast
majority of families currently pays no fees. Under the current fee schedule,
combining data from all sites, the average fee per family is $35 per month. With a
total population of 1,819 families in the data set, the total gross revenue expected
under this schedule would be $760,980.

The financial burden on families under the current fee schedule is shown in Table
6. Twenty one percent of families are expected to contribute between 1% and 5% of
their income to child care, while 7% contribute between 5% and 10%. A very small
number, less than 1%, pay up to 15% of gross income in fees.



Table 6. Financial Burden of the Current Family Fee Schedule
Percent of Gross Income
l‘“‘ 0% 5% 10% 15%
- Percent of
lm SMI
1%-24%
r Number 327 0 0 0
Percent 100% 0% 0% 0%
25-49%
m Number 876 0 0 0
L. Percent 100% 0% 0% 0%
f“ 50%-74%
| Number 103 375 51 0
rm'\ Percent 19% 70% 10% 0%
r 75%-100%
h Number 0 5 75 7
Percent 0% 6% 86% 8%

~3

VT3

3

Proposed Family Fee Schedule: Percent of the SRR

The proposed family fee schedule was designed on the premise that all families
would contribute something toward the cost of care. As will be discussed below, the
desire to have all families participate in costsharing must be weighed against the
potential revenue-gain. That is, given the very small fees that would be collected
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from the lowest income families, the cost of collecting those fees may exceed the
revenue generated.

If all families do contribute to the cost of care, the average fee per family would be
$134. Total annual gross revenues generated would be $2,921,449, nearly four times
the amount generated by the same population under the current fee schedule.

The finandal burden on families would by necessity increase. As was shown in
Table 4, most families (77%) would contribute between 5% and 10% of their income.
Sixteen percent of families would be required to pay approximately 15%, and six
percent would pay approximately 20% of family income. A very small number (1%)

would be required to pay up to 30% of gross income.

In order to evaluate the cost effectiveness of collecting fees from all families, as well
as the relative financial burden on families at various income levels, an analysis of
both revenues and financial burden was conducted according to population income
quartiles. Table 7 shows the results of this analysis for families with incomes at 0-
25% of SMI; 26-50% of SMI; 51-75% of SMI and 76-100% of SMI.

As can be seen, while families in the lowest income quartile constitute nearly a fifth
of all families, they would only contribute 3% of the total revenue under this
model. Given the administrative costs associated with collecting fees, clearly
assessing fees on these families would not be cost effective. The second and third
quartiles make up the bulk of families, 77% total, and this group contributes the
most in fees (82% of the total revenue). Families in the highest quartile, above 75%
of the SMI, make up only 1% of the total population, and contribute 15% to the

revenue generated.
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Table 7. Showing the percent of families in each income quartile and the percent of
revenues generated by families in each quartile for Model 3, Percent of SRR.

Income Quartile N Mean Family Percent of | Percent of
Fee Families Revenue
0%-24% of SM1 327 $20.43 18% 3%
25-49% of SM1 876 $88.26 48% 32%
50-74% of SM1 529 $231.93 29% 50%
75-100% of SMI 87 $422.70 5% 15%

Administrative Costs

The administrative costs associated with collecting family fees are important to
consider in connection with projected revenues. Unfortunately, attempts to
estimate these costs have not been successful due to several factors. First, methods
used in collecting fees vary from site to site, and in many cases are a small part of the
responsibilities of several staff. Second, in most cases fee collection is not an isolated
practice, but is instead done in conjunction with eligibility determination; therefore,
it is difficult to separate out the costs associated with fee collection alone. Third, it is
difficult to predict if collection would be more difficult and costly if the lowest
income families were required to contribute as has been suggested by the proposed
model.

Rough estimates provided by Crystal Stairs indicated that under the current fee
model, it costs approximately $9.56 per family per month to collect fees. This
amounts to roughly 10% of gross revenues generated by fees. It must be
emphasized, however, that Crystal Stairs is a relatively large operation with
sophisticated computer support.

While $10 per month per family might be a fair estimate of the current
administrative costs under the current fee schedule for a large population, it is
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necessary to assume that those costs would be higher for smaller, non-computerized
operations, and that it may be become more difficult and therefore more costly to
collect fees from the lowest income families. Consequently, it seems prudent to
assume average costs of $10 per family, $20 per family and $30 per family in
administrative costs under the proposed model in order to arrive at some very
rough estimates of net revenue generated.

The total number of families in the data set is 1,819 and the projected gross revenues
under the current fee model is $760,980 and under the Percent of SRR model is
$2,921,449. Table 8 shows the net revenues expected with administrative costs of
$10, $20, and $30 per family. This is then translated into the equivalent of full time
center based slots, estimated at $5,000 per year. While the current fee schedule
would provide for between 108 and 137 additional slots, the Percent of SRR model
would provide for between 453 and 541 additional full time children.

Compared with the total number of children served in this population (2759), this
means that the number of additional children who may be served through
revenues generated by fees from the Percent of SRR model would be between 16%
and 20% of the total currently served.” This is in contrast to between 4% and 5% for
the current fee schedule.® Thus, as compared with the current fee schedule, it is
projected that the proposed SRR model would serve an additional twelve to fifteen
percent of the current number of children served statewide. Again, however, it
must be emphasized that these projections are based on a selective sample and on
very rough estimates of administrative costs. Still, even if it is impossible to project
precise numbers given the limited availability of good data, it is quite clear that a
fairly substantial number of additional children could be served if the Percent of

SRR model were adopted.

"Whﬂeallanaécawaebased on the assumption that all children are in full time center based care, and this
absolute amount of projected revenue, it nonetheless produces a fairly accurate estimate of the

overestimates
number of additional slots.
That, is the number of part time versus full time, center based versus other care, would be increased proportional to the

actual current distributions.
PTo ease the discussion, the fact that the total number of children currently served already includes

children served through fee revenue is ignored. The relative percentages, while only estimates, still
apply.
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Table 8. Number of Additional Children Served under the Current Fee Schedule
and the Percent of SRR Model

Current Fee Schedule (# of families paying fees = 616)

Admin Cost

per Family Additional

Month Annual Admin Costs Gross Revenue Net Revenue  Children®*

$10 $73,920 $760,980 $687,060 137

$20 $147,840 $760,980 $613,140 123

$30 $221,760 $760,980 $539,220 108
Percent of SRR (# of families paying fees = 1819)

$10 $218,280 $2,921,449 $2,703,169 541

$20 $436,560 $2,921,449 $2,484,889 497

$30 $654,840 $2,921,449 $2,266,609 453

*Number of full time slots (@$5000/year)
State Preschool

While some data on State Preschool families were collected, it was not included in
evaluating the models because all of these children receive half day services.
Moreover, it was expected that given the part time nature of these services, more
children of nonworking parents may be enrolled in Preschool as compared with
other services and, consequently, that this population may be poorer.

State Preschool data were reported by Humboldt County (n = 87) and by San Diego

Unified School District (n = 1137). As expected, this population tends to have lower
incomes than the families receiving services through other CDE programs. Table 9
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shows the income distribution for State Preschool, revealing that 85% of these
families have incomes at or below 50% of SMI. More than 40% have incomes at or

below 25% of SMI.
Table 9. Number and Percent of State Preschool Families by Income Quartile

Percent of SMI San Diego Humboldt Total N Percent

0-24% 493 25 518 42%

25-49% 490 32 522 43%

50-74% 150 27 177 14%

75-100% 4 2 7 1%

TOTALS 137 87 1224 100%
Policy Decisions

As stated at the beginning of this paper, policy decisions cannot be based on research
alone. Decisions concerning the assessment of fees on impoverished families must
also be based on philosophical goals of the state, the establishment of priorities, and
consideration of complex tradeoffs. Following are a series of questions that must be
answered in order to reach consensus on altering California’s Family Fee Schedules

and discussion of what alternate answers might mean.

1. Should families at all income levels be required to pay something toward
the cost of care, irrespective of whether or not it is cost effective?

If it is determined that all parents should contribute to the cost of care (for reasons of
equity and/or parent empowerment as consumers) then the Percent of SRR model

may be implemented as it is currently designed. The tradeoff may be some loss in
net revenue due to the anticipated cost ineffectiveness of collecting very small fees

from the lowest income parents.
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If it is decided that it is not critical for all families to contribute to the cost of care,
then:

1(a) At what income level should fees begin to be assessed (e.g., 25% or 50% of
SMI) and on what basis will this be determined (cost effectiveness versus
some assessment of when families are earning enough income to
reasonably be expected to contribute to the cost of services)?

The results of these analyses, coupled with very rough estimates of the cost of
collecting fees suggest that with the proposed model it would not be cost effective to
collect fees from the lowest income quartile of families. If families were required to
begin paying at 25% of SMI, however their average payment would go from zero to
$45, producing a minor “notch” at that transition. Ultimately, this may be a
disservice to families and would need to be weighed against issues of sheer cost
effectiveness.

An alternative to collecting fees from the very lowest income families, while still
retaining equity and parental empowerment, would be to offer these families the
option of contributing service rather than money to their child care programs.
Head Start currently has this requirement for all participating families.

2.  What percentage of family income may be considered reasonable or
affordable?

If the family financial burdens presented by the proposed fee schedule (as shown in
Table 4) are considered reasonable, then it may be implemented as presented. If,
however, these burdens are believed to be too high, yet it is determined that all
families should contribute to care and that they should pay according to the number
of children they have in care, then the proposed model may easily be modified by
adjusting the formula to represent a lower percentage of the SRR (or any other set
standard). This would, of course, lower the revenues generated and reduce the
additional children who may be served proportionally, and affect the cost
effectiveness of collecting fees, particularly at the lowest income levels.

3. Should the families of children in State Preschool be required to pay fees?

State Preschool, a half day program, is commonly thought to serve the lowest
income families, a population similar to that served by Head Start. The fact that it is
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a half day program suggests that the focus is on serving the child, rather than
providing services so that parents may work. (In some cases, State Preschool may be
supplemented by other services allowing parents to work, but this does not appear
to be the norm.) Indeed, while the data collected on families in State Preschool
programs is very limited (a total of 1137 from two locations), it does tend to support
this assumption. That is, these families have incomes considerably lower than the
families served in other CDE programs.

If this is true across the state, then assessing fees on these families presents two
issues requiring consideration. First, due to the very low incomes, the fees
generated would probably not be worth the collection effort. Second, if the children
in these families do indeed come primarily from nonworking parents, then the risk
is that they will not be served at all (unless they are served by Head Start). That is, if
the parents do not require the services in order to work and they are extremely poor,
there is considerable question as to whether they would seek services if a fee were
required. Children, then, from the most impoverished families would not receive
services at all.

4. Should families in CDSS programs also be required to pay fees?

Currently, of the clients directly served by CDSS?, only those in Transitional Child
Care (TCC) pay fees. The question is whether families on AFDC in training
programs (GAIN and NET) and teenage parents on AFDC in school (CAL Learn)
should be required to contribute to the cost of care and whether a distinction should
be made between working AFDC families and non-working AFDC families.

The first issue is whether or not the state can legally require AFDC recipients to
contribute to the cost of care. While the state of Massachusetts has begun this
practice, there is also an investigation by the federal government pending to
determine whether the state is in violation of federal law by requiring them to do
so. If block grants ever become a reality, however, the legal issue may become moot.

Secondly, there is a question concerning whether or not it is reasonable to give
government funds to families in the form of AFDC and then take it back in
payment for child care. These parents, who are on AFDC, are in school or training
programs. The question that arises is whether charging fees for child care would be

ITitle IVA At-Risk is also a CDSS program requiring family fees; however, it is administered by CDE.
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a disincentive to furthering their education and moving toward economic self-
sufficiency. That is, if these education and training programs result in a reduction
in their net AFDC income, then it may not be to the state’s advantage to impose fees
in these cases. On the other hand, if limits are set on the amount of time families
may remain on AFDC, then the disincentive to work would no longer be an issue.
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L {815 1630| 2407 2579 2865 3323 3782 3867 3954 4039 4126 4211 4298 163
860 1720| 2460 2636 2928 3397 3866 3953 4042 4129 £217 4305 493 L2
905 1810 2514 2693 2992 3CU 3950 4039 4129 4219 4309 4398 4489 181
950 1900 2567 V50 3056 354 4034 4125 {217 4308 4401 4492 4584
95 1990| 2521 2508 3119 3618 4118 4211 4305 4398 4492 4SES 4680
1040 20801 2674 2865 3183 3692 4202 4297 4393 4488 458+ 4679 7Sl 208

.o

state poversy level, and no fee is assessed. Families funded under the Federal Block Grant are eligible wail

their incomes reach the levels underned above. The shadowed box indicates 8i% of median ncome,
adjusted for family size.

I
[
[W Note: The fee scheduie begins at 0% of the sate median income. All incomes beiow 50% are considesed
[
"



fg“?_E”_E_ﬁha'_ﬁﬁ_%ﬁ’ﬁwﬁ_%e@’“’é"—%’_ﬁ'_gﬁéﬁ'g‘_'3

86

Appendlix B

Monthly Fee Schedule for Madel 1 (Percent of the Coslt of Care)

Family of] Family of | Family ol | Family of | Family of { Family of | Femlly of | Family of | Family of
1or2 3 4 5 6 7 8 ] 10 % of the
Percent ol Gross Gross Giuss Gruss Gross Gross Gioss Gross Gross Cosl ol
SMI income | fncome { Income | lncome | lncome | lncome | Incame | lucome | Income Care
10.0% $267 $207 $iie $369 $420 $430 $439 $449 $458 1%
15.0% $401 $430 $477 $554 $630 $645 $859 $673 $688 2%
20.0%| - $535 $573 $637 $738 $840 $659 $879 $696 $917 4%
25.0% $669 $716 $796 $923 $1,051 $1,074 $1,098 $1,122 $1,148 6%
30.0% $802 $860 $955 $1,108 $1,261 | $1,289 $1,318 $1,346 $1.375 8%
35.0% $936 | $1.003 $1.114 $1,202 $1,471 $1,504 $1,538 $1,571 $1,604 12%
40.0%| $1,070 $1,148 __$1.273 $1.477 $1.6681 $1,719 $1,757 $1.795 $1,634 16%
450%| $1,203 | $1.289) $1.,432 $1,661 $1.891 $1.834 $1,977 $2,020 $2,063 20%
50.0%| _$1,337 | $1,433 $1,502 | $1.846 $2,1014 $2,149 $2,197 $2,244 $2,292 25%
55.0%| $1,471 | $1,576 | $1,751 ] $2,031| $2311| $2383] $2416| $2.468 | $2,521 30%
60.0%| $1.604 $1,719| %1910 | $2215 $2.521 $2,578 $2.636 $2.693 $2,750 8%
65.0%| $1,738 | §1.062 | $2.069 | $2,400 $2,731 $2,793 $2,855 $2.917 $2,960 42%
70.0%] $1.872 $2,008 | $2.228 $2,584 $2,041 $3,008 $3.075 $3.142 $3.208 49%
715.0%| $2006| §2149 $2,307 $2,769 $3,152 $3,223 $3,205 $3,366 $3,4368 568%
80.0%| $2,139 $2,202 |  $2,546 $2,054 $3,362 $3,438 $3,514 $3.590 $3.667 64%
85.0%] $2,273| $2435| $2,706) $3.138 $3.572 $3.652 $3.734 $3.815 $3,898 12%
00.0%| $2,407 $2,579 | $2865) $3,323 $3,782 $3.8687 $3,054 $4.030 $4,126 81%
95.0%| $2.540 $2,722 | $3,024 $3,507 $3,092 34,082 j4,173 $4.264 4,355 80%
100.0%]| $2.674 $2.865 $3.183 $3.692 $4,202 $4,207 $4,393 $4,408 $4,584 100%

(a) Fee calculaled using an exponenilal madel; Y=M * X*2; where M = 100 percent of the cost of care; ; X = (he percent of
the Stale Median Income (SMI); and Y = the perce of the cast of care (o be pald as a fee.
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Appendix C

3 T3 T T

. Monthly Fee Schedule for Model 2 {Percent of Income)

Family of Two Family of Threa Family of Four Family of Five
Family of] Fee for | Fee for Two| | Family of | Fee lor | Fee for Two| { Family of| Fee for | Fee for Two| | Family of | Fee for [Fee for Two
2 One Child}] or More 3 One Child] or More 4 One Child| or More 5 One Child| or More
Percentof | Gross | InCare | Children in Gross in Care | Children in Gross inCare | Children in Gross in Care | Childien in
sMI income (9%) | Care (11%) income (9%) | Care (11%) income (9%) | Care (11% income (8%) | Care (11%)
10.0% $267 $24 $29 $207 $26 $32 $318 $29 $35 $369 $33 $41
15.0% $401 $36 $44 $430 $39 $47 $477 $43 $53 $554 $50 $61
20.0% $535 $46 $59 $573 $52 $63 $637 $57 $70 $738 $60 $81
25.0% $689 $60 $74 $716 $64 $79 $708 $72 $68 $923 $83 $102
30.0% $802 $72 $68 $860 $77 $95 $955 $86 $105 $1.108 $100 $122
35.0% $938 $84 $103 $1,003 $90 $110 $1.114 $100 $123 $1,292 $116 j142
40.0%] $1.070 $96 $118 "~ $1,146 $103 $126 $1,273 $115 $140 $1.477 $133 $1682
45.0%] $1,203 $108 $132 $1,289 $116 $142 $1,432 $129 $158 $1,661 $150 $183
50.0%] $1337 $120 $147 $1.433 $129 $158 $1,592 $143 $175 $1.846 $166 $203
55.0%] $1.471 $132 $162 $1,576 $142 $173 $1,751 $158 $193 $2,031 $183 $223
60.0%] $1.604 $144 $176 $1.719 $155 $189 $1,910 $172 $210 $2,215 $199 $244
85.0%] $1,738 $156 $191 $1,862 $168 $205 $2,069 $186 $220 $2,400 $216 $264
70.0%] 91,872 $1686 $208 $2,006 $180 $221 $2,228 $201 $245 $2.584 $233 $284
J, — 18.0%] $2,008 $180 $221 $2,140 $193 $236 | | 82,67 $215 263 $2,769 $240 $305
80.0%] $2.139 $103 $235 $2,292 $208 252 $2,546 $229 j280 $2,084 ;260 $328
85.0%| $2,273 $205 $250 $2,435 $219 $268 $2,708 $243 $208 $3,138 $282 $345 |
90.0%] $2,407 $217 $265 $2.579 $232 $2064 $2,885 $258 $315 $3,323 $200 $366
95.0%] $2,540 $229 $279 $2,722 $245 $299 $3,024 $272 $33] $3,507 $316 $368
100.0%] $2.874 $241 $294 $2,865 $258 $315 $3.183 $286 $350 -$3,602 $332 $408
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, Appendix C
Monlhly Fee 8chedule for Model 2 (Percent of Income)
Family of Six Fanilly of Seven Family of Eight Family of Nine
Family of| Fee lor | Fee lor Two| | Family of | Fee lor |Fee for Two| | Family of| Fee for | Fee lor Two] | Family of[ Fee for [Fee for Two
6 One Chitd| or More 7 One Child| or More 8 One Child] or More 9 One Child| or More

Percentof ] Gross | InCare | Childien in Gross in Care | Children In Gross In Care | Children in Gross | InCare | Chlidren in
SMI income (9%) Care (11% Income (9%) | Care (11%) income (9%) Care (11%) Income (9%) | Care (11%)
10.0% $420 $38 $46 $430 $39 $47 $439 $40 $48 $449 $40 $49
15.0% $630 $57 $69 $645 $56 $71 $659 $59 $72 $673 $61 $74
. 20.0% $840 $76 $92 $859 $77 $95 $679 $79 $97 $898 $61 $98
25.0%] $1,051 $95 |- $i116 $1.074 $97 $118 $1.098 $99 $i21 $1,122 $104 $123
30.0%] $1,261 $113 $139 $1,289 $i116 $142 $1,318 $119 $145 $1,346 $124 $148
35.0%] $1.471 $132 $162 $1,504 $135 $165 $1,538 $138 $169 $1,571 $141 $173
40.0%] $1.681 $151 $185 $1,719 $155 $189 $1,757 $158 $193 $1,795 $162 $197

45.0%] $1,601 $170 |__ $208 $1,934 $174 $213 | |__$1,977 $178 $217 $2,020 $182 $222
§0.0%] $2,10 $189 $231 $2,140 $193 $238 $2,197 $108 $242 $2,244 $202 $247
55.0%] $2,311 $208 $254 $2,363 $213 $260 $2,416 $217 $266 $2,468 $222 $272
60.0%] $2,521 $227 $277 $2,578 $232 $284 $2,636 $237 $290 $2,693 $242 $296
65.0%] $2,731 $246 $300 $2,703 $251 $307 $2,855 $257 $314 $2,917 $263 $321
70.0%]| $2,941 $2685 $324 $3.008 $271 $331 $3,075 $277 $338 $3,142 $283 $346
© 715.0%] $3,152 $284 $347 $3,223 $290 $355 $3,295 $207 $362 $3,366 $303 $370
80.0%] $3,362 $303 $370 $3.438 $309 $378 $3,514 $316 $367 $3,560 $323 $395
85.0%] $3,572 $321 $393 $3,652 $329 $402 $3,734 $336 $411 $3.615 $343 $420
90.0%] $3,782 $340 $416 $3,867 $348 $425 $3,054 $356 $435 $4,039 $364 p 444
95.0%] $3,002 $359 $439 $4.082 $3687 $440 $4.173 $378 $459 $4,264 $364 $469
100.0%] $4.202 $378 $462 $4.297 $387 $473 $4,393 $395 $483 $4.488 $404 $494
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Monthly Fee Schedule for Model 3 (Percent of (he State Reimbursement Rale {SRR))

Faclor Adjusiment lor (he Number of Childien in Care

[One Chiid in Care 1.00
Two Children in Care 1.75
Thiee Children In Care 2.25
Add For Each Addilional Child > 3 0.50
Family of | Family of | Family of | Family of | Family of [ Family of | Family of | Famtly of | Family of [One Chiid|
for2 3 4 5 6 7 8 9 10 In Care
Percent of Gross Gross Gross Gross Gross Gross Gross Gross Gross |Monlhly
SMI income | Income | Income | Income | Income | Income | Income | Income | lncome [Fee (a)
10.0% $267 $287 $318 $369 $420 $430 $439 $449 $456 $5
15.0% $401 $430 $477 $554 $630 $645 $659 $073 $688 10
20.0% $535 $573 $037 $738 $840 $659 $879 $808 $917 18
25.0%] 3669 $716 $796 $923 $1,051 $1.074 $1,098 $1,122 $1,146 $29
30.0% $802 $860 $955) 81,1081 $1,261| $1,269| $1318| 81,3461 $1,375 $41
= 35.0% $936 | $1,003| $1,114 ) $1,202] $1,471 $1,504| $1,538| $1,571 | $1,604 $56
= 40.0%| $1.070| $1.146| $1.273| $1.477] $1.681 $1,719 1 $1,757 | $1,795] 81,834 $73
45.0%| $1,203] $1,289| $1.432] $1.661 $1,891 $1934 | $1977] $2020) $2,083 $93
50.0%] $1,337 | $1433| $1,592| $1.846]| $2,100 $2,149 | $2,197 | $2,244 $2,292 $115
55.0%| - $1,471 $1,576 ] $1.750 $2,031 $2,311 $2,363 | $2416| $2.468 | $2521 $139
60.0%] $1604] $1,719] $1910] $2215] $2.,521 $2,57186 | $2636| $2693 ) $2,750 $165
65.0%]| $1,738)] $1.662| $2,069| $2400] $2,731 $2,793 | $2,855| $2917| $2,980 $194
70.0%| $1.872| $2,008| $2228| $2,564 $2,941 $3,008 | $3,075| $3,142| 83,209 $224
75.0%| $2008 ] $2,149| $2387 | $2,769| $3,152| $3223| $3,295] $3,366| $3.438 $258
80.0%| $2,139 | $2292| $2,548| $2.,954 $3,362 | $3.438| $3514| $3590| 83,667 $293
85.0%] $2,273| $2435] $2,706) $3,138| $3572]| $3652| $3,734] $3815] $3,698 $331
90.0%| $2,407 | $2579]| $2,865| $3,323) $3,762| $3867| $3.954| $4,039)] $4.126 $371
95.0%] $2,540 | $2,722| $3,024| $3507| $3902) $4,082| $4.173] $4,284 | $4,355 $413
100.0%] $2674| $2865| $3,183] $3682| $4.202) $4,297| $4,303 ) $4488| $4,584 $458

(a) Fee calculated using an exponenlial inodel: Y=M * X*2; where M = the maximum stale reimbursement rale for cenler based care
(based on $21.1533/day the monihly reimbursement rate is $458 por month (dally rate times § days per waek tines 4.33 (average
number of weeks per month); X = the percenl of the Slale Median Income (SMI); and Y = the monihly (ee.
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Task IV

Reimbursement Mechanisms in Child Care and
Development Programs In California

Work Group Report

By
Mike Kirst
Neal Finkelstein

Section I - Overview of Reimbursement Policy

In publicly-funded child care, an important but easily overlooked component
of policy is the method of payment, or reimbursement, that is used by different child
care programs. The method of reimbursement in a particular program has
important implications for the availability, quality, and efficiency of a child care
program, as well as the level of choice and responsiveness a program provides to
parents, and the extent to which it supports broader policy goals.

Public child care serves many purposes and policy goals. Three of the most
important of these are self-sufficiency for families, a healthy and safe environment
for children and positive educational and developmental outcomes for children.
Child care programs can play a crucial role in helping low-income parents, especially
those on AFDC and other welfare programs, to become self-sufficient by providing
them with child care so that they can either pursue additional education and
training or obtain and keep a paying job. In addition, most public child care
programs attempt to ensure that children are cared for in an environment that is
healthy and safe. Some programs go beyond this by requiring providers to supply
educational experiences that will aid children in their development.
Reimbursement policy can either enhance or detract from a particular program's
ability to meet these different goals.

The working group on reimbursement was charged with describing the
current system in order to locate both strengths and weaknesses in existing
programs as a starting point for analysis and recommendations. In this section, the
current system of reimbursement in public child care programs in California is
described. Later in the report, the critical aspects of the current system are analyzed
and recommendations for improvements are made.

Implicit in much of this paper is the examination of the efficiency with which

the market for child care and development services operates. The extent to which
prices are set with and without market information is a critical piece of this study.
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An efficient market is constituted by informed buyers and sellers, satisfying
consumer demand at the lowest possible cost. Poorly informed buyers (including
parents and government buyers) are sources of market failures-the failure to

produce what buyers want at a low cost.

Knowledge of the market enables buyers to make informed choices about the
quality of service. Informed buyers force sellers to provide services efficiently. In the
child care market, many parents are not adequately informed about the location or
the quality of services. Many parents do not have access to the information nor the
wherewithal to employ the information to their advantage. Furthermore, children
receive the services and often cannot convey what occurs during child care.

As a consequence, according to economists and other scholars, the market
suffers problems based on asymmetric information: the buyers know less than the
sellers. The consequence is that low-quality providers can charge fees worthy of a
higher-quality provider. And, the providers feel no incentives to improve their
service for they fear no reprisals from consumers.

Conversely, higher quality providers may not be receiving the rewards for
providing a better product. There may be no incentive to sustain that level of
performance. Until parents and other purchasers of care can distinguish high from
low-quality centers, centers cannot increase their fees to cover the increased costs of
providing better care-assuming the costs are greater.

Buyers must learn to discriminate between good and bad providers in order
to enable the market to operate in a more efficient manner. Without proper use of
good information, the market does not ensure that quality survives.

Definitions

Prior to describing the existing system, a few definitions are necessary,
particularly the concepts of reimbursement policy and reimbursement itself. The
term reimbursement is used specifically, along with the term repayment, to describe
the transfer of funds to a parent or child care provider after child care has actually
been provided. Reimbursement policy entails three primary components. First, it
involves the manner in which money reaches providers in order to compensate
them for care they have given to children or will give to children. Second,
reimbursement policy includes both the different levels of funding provided to
parents to obtain child care, and the different approaches used to set those levels.
Third, reimbursement policy covers the alterations made in levels of funding to
accommodate the varying needs of parents and children. Thus, reimbursement
policy broadly describes policy that addresses the funding methods, rate-setting
techniques, and adjustments involved in child care policy. These three basic
components of reimbursement policy provide a framework for the description of
the existing system in this section, and the analysis and recommendations presented

in the following sections.
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Two other terms are regularly used in this report. Payment or disbursement
are broad terms used to describe any transfer of funds to a parent, child care
provider, or intermediate agency (see below for definition of intermediate agency).
This transfer of funds may come from the state, an intermediate agency, or a parent,
and generally flows "downward" in one of the following ways: state to intermediate
agency, state to child care provider, intermediate agency to parent, intermediate
agency to provider, or parent to provider. An intermediate agency is an
organization that has been charged by the state to act on behalf of the state in:
determining a family's eligibility for different programs; enrolling families in
programs; and then providing the payments or repayments to the parents or
providers as is appropriate. In California, two sets of intermediate agencies act in
this capacity: the County Welfare Departments (or CWDs, which administer AFDC-
related child care for the California Department of Social Services) and Alternative
Payment Programs (or APPs, which are contracted with by the California
Department of Education). The different roles of these agencies and the programs
with which they are involved are discussed below.

SectionIl: Background Analysis
A)  The Current System of Child Care Reimbursement in California

In California there are currently thirteen operating Child Care programs,
managed by two state agencies - the California Department of Education (CDE) and
the California Department of Social Services (CDSS). All thirteen programs disburse
state funds for child care to individual parents, intermediary agencies, child care
providers or some combination of these. In Table I-A, a description is provided of
each of these programs, and includes: the payment mechanism(s); the program'’s
funding source; the maximum rates and adjustments made to these rates; the
manner in which maximum rates and individual rates are set; the agency for local
administration (if any); the allocation of funds for direct services, administration,
and support services; administrative and support activities; the existence of rate
variance with quality; and the key fiscal reporting and auditing requirements.

As discussed above, the three primary components of reimbursement policy
are: the funding mechanism, or method of transferring funds from the state to the
provider; the technique for setting rates, or levels of funding for individual
children; and the alterations or adjustments made to these levels to address the
different needs of children and families. These three components provide the basis
for describing the current system.

Three Methods of Child Care Funding

In order to analyze the system of child care reimbursement, the working
group sought underlying similarities in payment policies across programs and
agencies. Therefore, we focused on the methods or mechanisms of payment used by
the different child care programs and agencies. The following discussion is based on
these basic methods; Table I-A reflects the programs that use each method. Though
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both state agencies disburse funds to some set of individuals and/or organizations,
there are only a limited number of ways these child care funds can be paid out. The
working group attempted to describe and compare these methods of disbursing
funds and the consequences - positive or negative - of using each funding method.
The focus on mechanisms produced a modified list of three methods of child care
payment methods: 1) income disregard; 2) certificates to providers or parents and 3)
direct service contracts. The working group described and compared the three
mechanisms on a number of different dimensions, summarized in Table I-B.
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i) Income Disregard - Income disregard is a method of crediting working parents
receiving AFDC for purchased child care services. A maximum credit amount of
$175-200 is set by federal statute. AFDC parents contract and pay for child care
services and submit a receipt to their County Welfare Department (CWD). The
county welfare office credits the parent in his next AFDC budget; this may or may
not be reflected in the AFDC check following reported payment; depending on what
other disregards have been claimed, however, the parent may not receive the full
credit. The income disregard method is used only for child care funded through

AFDC.

i) Certificates to Parents or Providers®®- Certificates or "notices of action", in the
case of programs administered by county welfare departments, are used in tandem
with intermediary agencies such as CDE's Alternative Payment Programs (APP) or
the county welfare department in the case of programs such as GAIN and Cal Learn.
In this method, the intermediary determines the eligibility of parents for child care
and issues the parent an authorization (promise to pay) in the form of a certificate or
notice of action, that she can use to contract with a provider for child care services.
In most cases, the provider submits the certificate or notice of action to the
intermediary for payment. The certificate itself does not have a monetary value, as
the amount paid to the parent or provider is determined by the price of care
normally charged by the provider, with the maximum set by a ceiling based on the
Regional Market Rate for the type of care provided. Instead, the certificate or notice
of action reflects the maximum that the intermediary will pay for care, and the
amount of care to be provided. Parents are also limited to using licensed and
license-exempt providers. Child care programs that use a certificate mechanism or
the reimbursement variation include: IV-A At-Risk, the Federal Child Care and
Development Block Grant, CDE's Alternative Payment Program, GAIN, Cal Learn,
SCC, NET and TCC.

iti)  Direct Service Contracts - Under a direct service method, the state contracts
directly with a provider to deliver a specified amount of child care services. While
the form of contract differs, generally the provider and the state negotiates the
amount of services provided at the Standard Reimbursement Rate set by statute.
The provider submits records of enrollments, attendance, expenditures, and
delivered services and is paid by the state accordingly, up to a maximum amount set
in the initial contract. Child care programs that use a direct service contract
mechanism include, but are not limited to: State Preschool, General Child Care and
School - Age Community Child Care.

22 A variation of the certificate mechanism is direct reimbursement to parents. In this method, the
intermediary reimburses parents for delivered child care services, usually within 20 days. This version
of the certificate reimbursement mechanism puts the burden on parents to pay for services upfront.
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The following table presents evaluative criteria developed by the working group to
discuss the relative merits of each of the reimbursement mechanism listed above.

Evaluative Criteria for Funding Mechanisms

Access of Care to Parents

1)  Affordability of care to parents

2)  Availability of care to parents

Quality of Services Purchased

1)  Healthy and safe environment for children

2) Positive educational and developmental outcomes for children

Parental Choice

1)  Information available to parents in determining their child care
preferences

2)  Opportunity of parents to use the information available to them in
selecting child care

Efficiency of State Investment in Child Care

1)  Provide quality child care at a low price

2) Provide access to available and affordable care at a low price

3) Bring the cost of care and the price of care to a ratio of 1:1

4) Prevent fraud and overpayment

Responsiveness

1)  Friendly to families in the child care system

2)  Friendly to providers who deliver services

Policy Coordination

1) Linkage among actors and institutions within the child care system

2) Linkage among child care and related policy goals (education/school
readiness, welfare policy, family policy)
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Comparing the Funding Mechanisms

The working group applied the six evaluative criteria based on the knowledge
and experience of its members and previous information and analysis of the
reimbursement system that was available. The assessment was confined to the
mechanisms themselves, not the programs or agencies that use a particular method
or methods. The goal was to determine how the mechanisms fared against each
other, based on the criteria, and whether the three methods further the goals of the
state's subsidized child care and development system.

The comparative analysis found that income disregard fared poorly on nearly all of
the criteria when compared against certificates and contracts. Contracts and
certificates fare much better in the evaluation, facilitating, in different ways, the
primary state goals of family self-sufficiency, a healthy and safe child care
environment, and positive educational outcomes for children.

Some of the reasons are as follows:

Income disregard. Although much more efficient and less costly to administer than
other payment mechanisms, the income disregard provides much lower maximum
levels of payment than other payment mechanisms. This reduces the range of care
options from which parents can choose, and may reduce quality of care. Care
funded by the disregard is not subject to any health, safety, or program standards.
Moreover, since it is the last in a series of credits or disregards to be applied to an
AFDC recipient’s budget, there is no guarantee that it will actually cover all or even
part of the cost of care. The disregard has a negative impact on access by requiring
parents to pay for child care services up front. Finally, there is no requirement that
information about options for care be offered to AFDC recipients using the
disregard.

Certificates. Certificates permit a wide range of parental choice by funding any
licensed or license-exempt care selected by the parent up to 1.5 standard deviations
above the regional market rate. Provision of information about options for care are
required, increasing the likelihood that higher quality care will be selected. Since
certificates and contracts do not require such up front payments, they make access
easier for families. Because an intermediary is required to determine eligibility,
provide information, and “broker” certificate payments, it has higher
administrative costs than the income disregard.

Contracts. Contracts guarantee a specific curriculum and program standards
designed to ensure quality and enhance educational and developmental growth of
the child. Although they may limit parental choice because many providers offer
services only to specific age group, or during specific hours, they provide
information to parents through the parental education and involvement
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component that is an essential part of the funding method. They vary in
administrative efficiency, and cost more to administer than the disregard.

B) How Rates are Established

In the current system, there are two ways to determine the maximum rate
that a provider may receive for the care of a child (as discussed below, these rates
may vary based on the type of child or type of care provided). One way to set rates is
through the Standard Reimbursement Rate (SRR); SRRs are only used in programs
that use a direct service contracts mechanism. The second way to set rates is the
Maximum Reimbursement Rate (MRR) which is based on a Regional Market Rate
(RMR) that is determined through a market rate survey.

The Standard Reimbursement Rate

The use of Standard Reimbursement Rates has been a basis for setting
funding levels for contracts since early in the provision of public child care in
California. When using an SRR, a maximum is set per child enrollment day.
Providers who have direct service contracts then negotiate their contract with the
Department of Education, with the SRR setting the maximum amount they can
receive per child enrollment day (except when adjustments are made, as described

below).

This negotiation determines the amount and type of care that will be
provided. The current rate of $21.73 used by most programs that use SRRs
originated in 1978. At that time, an SRR was set at $15.23, and was determined
through a study of the average day's spending of providers. Since then, several cost
of living adjustments (COLAs) have increased the SRR to its current levels. Thus,
the existing SRR is not based on current information about costs or prices of child
care, but on a rate set almost 20 years ago that has been increased at a much slower

pace than inflation.

The negotiated contract amount is determined by the standard
reimbursement rate and adjustment factors for different populations (infants,
limited English speaking children, disabled children) and several less determinative
provisions. The contracts with child care centers subsidized by the CDE also
stipulate satisfaction of higher regulation levels and, thus, provide for higher

quality child care.

- Historically, the contract rate has been higher than market rates in order to
ensure a supply of high-quality center-based care in areas where the private market
might not otherwise be able to support construction and operation of new facilities.
In addition, the higher rates were intended to pay providers for the additional costs
of regulatory compliance. However, the premium of the contract rates over market
rates has shrunk due to the multi-year absence of COLAs. The erosion of the
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contract's premium appears to be most detrimental for providers within high cost
areas, such as the Bay Area. The real decrease in contract rates frustrates centers that
are still required to provide higher quality child care service, but at lower cost.

The eroding premium alerted the working group to the absence of empirical
data supporting the current contract rate of $21.73. The rate is not supported by field
data that illustrates how providers deliver child care that complies with the
prevailing regulations for not more than $21.73 per child day.

The Proposed CDE Negotiated System

The CDE is planning to implement a new system for determining
reimbursement rates for subsidized centers. Business plans submitted by providers
will serve as a departure point for a negotiated contract rate. Plans will be drafted
with the underlying assumption of satisfying current Title 5 regulations. Therefore,
the plans will provide a rich database of operating costs.

Maximum Reimbursement Rates: The Regional Market Rate Survey

The use of Maximum Reimbursement Rates and Regional Market Rates, both
based on the market rate survey, comprise the second way of setting maximum
levels of funding per child enrollment day. Currently, an annual survey of child
care providers is conducted by the California Child Care Resource and Referral
Network under contract with the California Department of Education and the
California Department of Social Services, to determine prevailing market rates. The
information delivered by the market rate survey is used to calculate maximum
child care reimbursement ceilings for participants in a variety of state and federal
subsidized child care programs.

Different programs that utilize this technique vary in the level at which they set
their MRRs. Some programs will pay up to the 75th percentile of the regional
market rate, while others will pay up to the 1.5 standard deviation above the RMR
(which is usually around the 92nd percentile). The survey reports market rates for:
o different settings: child care centers and family child care homes

o different ages of children: less than 2 years; 2 through 5 years; 6 years and
older

o different hours of care needed: full-time or part-time

o different payment bases: hourly, daily, weekly, monthly.
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Several issues related to the design of the Regional Market Rate Survey were
discussed by the working group. They are described below.

Timebases

Collecting data for four different timebases, reflecting the various ways
providers charge for care, was intended to prevent clients from falling through the
cracks. In theory, the notion is laudable. In practice it presents difficulties in using
the rate sheet for CWDs and APPs administering the program. It also presents a
statistical problem to those analyzing the Market Rate Survey, by delivering
inadequate sample sizes due to the multitude of categories. Inadequate sample sizes
forces the use of regional rates and casts doubt on the validity of that rate for

constituent "markets".

The work group explored reducing the number of timebases gathered in the
survey through conversion. Conversion is no stranger to the survey. The survey
calculates a subsidized center's part-time rate by dividing the contracted full-time
daily rate by seven hours/day. Furthermore, monthly rate ceilings for the small
population of family day care homes charging monthly are converted to weekly
rates using a factor of 4.33 weeks per month. The four independent samples of rates
(hourly, daily, weekly, monthly) are not necessarily equivalent. For example,
subsidized centers only use the rates that they report. Any conversion creates
artificial rates that may not actually part of the market because there are no centers
pricing care at those converted levels.

Additionally, the different categories and levels often equate to different
sectors of the child-care market. Those who report hourly may serve a different
consumer than those who report monthly. The risk of conversion is that market
sectors will be blended and thus the rate sheets will lose the information provided
by keeping the levels of service separate. Conversion may penalize clients that were
better served by the distinct groupings or, alternatively, conversion may penalize
the programs that were more efficiently served by the timebase distinctions. The
only method to ensure equivalency would be if all providers declared their rates in
all four ways and the survey collected all of that data. The idea to collect data at all
levels, however, is inefficient, complicated and ocostly. Thus, conversions remain
the best option.

An additional problem arises with possible misrepresentation of the market
due to inclusion of contracted centers in specific timebases. Currently, for the
purposes of the survey, the CDE subsidized child care center contract rates are
reported as full-time daily rates and part-time hourly rates, since those are the rates
by which centers charge their clients. However since most unsubsidized centers do
not charge a daily rate (and thus do not include a daily rate in the survey) contracted
centers dominate the daily, full-time, and possibly hourly, part-time rate. The
concentration of CDE rates in those time categories poses questions regarding
potential misrepresentation of market rates if the contract centers were to drive the
ceilings within those two rate categories. (If, under the proposed changes by the CDE,
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the centers begin to charge on a weekly rate, the dominance of the subsidized centers
will shift to the weeklies.)

Clustering

The Regional Market Rate Survey, by its very design, makes the assumption
that county lines define a regional marketplace. Grouping rates by county was
elected to accommodate extreme variation in child care prices across the state. This
methodology intended to help determine effective subsidies in order for parents to
gain access and choice to child care in the communities where they live and work.

This assumption has been called into question by the working group. Many
counties display as much if not more variation within their boundaries as the entire
state does. In addition, families cross county lines for employment, residence, and
child care and development services. Analysis showed that some clients may have
few, if any, providers within their traveling radius as well as within their
reimbursement level. For example, review of the distribution of providers across
zip codes within counties revealed zip codes in which few, if any, providers existed
at or below the reimbursement level. Therefore, the outcomes from equating a
county with a market can be harmful.

The working group recommended investigating the cost-effectiveness of
grouping providers by a “cluster” which do not necessarily fit within a county’s
lines. Clustering by zip codes was offered as an example of one remedy. PACE has
conducted some preliminary analysis that indicates zip code clustering may be a
better way of defining child care and development markets. More analysis,
however, is required.

The strength of clustering derives from identifying areas that exhibit a balance
between similarity in prices and geographic contiguity. The purpose of the price
similarity is to empower families to purchase child care at a rate that is competitive
in the community where they live and work. Therefore, the clusters will be based
on actual rate differences that prevail in the communities where the consumers live
rather than on a boundary defined by politics or administration.

Clustering could provide larger sample sizes for the several categories and
levels that currently suffer inadequate sample sizes. Clustering could also replace
the current method of replacing county ceilings with regional ceilings when there
are too few providers in a particular rate category within a county. Therefore, it
could increase the statistical validity of the numbers included on the rate sheets.

The clustering methodology will replace a politically defined cluster with a
market-defined cluster. Most counties in the state will not have more than one rate
cluster. However, some counties would have more than one cluster and rate sheet,
which might pose administrative challenges similar to current difficulties when a
CWD or alternative payment program provides reimbursement to providers in
multiple counties. Thus, although the administrative challenges may appear new,

118



3 3 3 3 —3 —3 —3

T | —3 —3 —3

R

the necessary skills for overcoming them are time-tested, proven and available. The
benefits from clustering should exceed the costs.

Q  Adjustments or Alterations to Funding Levels

In child care funding, two approaches, adjustments and alternative rates, are
used to reflect the differences in the prices and costs of different kinds of care. In
programs that use a standard reimbursement rate (SRR), an adjustment to the SRR
is used that either increases or decreases the rate in order to account for price and

cost differences.

In programs that use a maximum reimbursement rate (MRR) that is based on
regional market rates (RMR) that are determined through market rate surveys,
different maximum rates are used for different kinds of care. Below, descriptions of
the five types of adjustments and alternative rates used in the current system are
provided: type of facility in which care is given, full or part-time care, age of child, a
child's special circumstances, and non-traditional hours of care.

i) Different rates by type of setting

In the publicly-funded child care system in California, some certificate and
reimbursement programs use different sets of rates to determine the maximum
amount that a certain type of facility can be paid for providing child care. There are
three categories of facilities used: child care centers, licensed family child care
homes, and license-exempt care (which includes care provided by a family child care
provider who cares only for the children of one family as well as their own, and care
that is provided for the child in the child’s own home). In programs that use a
standard reimbursement rate (SRR), the same SRR is used for both child care centers
and family child care homes (exempt care is not funded in any of these programs).
In programs which base their payment schedule on a maximum reimbursement
rate (MRR) that is determined by a market rate survey, the regional market rate
survey is used to determine rates for center-based care and family child care homes.

The MRR for exempt care, for which it is extremely difficult to do a survey, is
based on a percentage (96%) of the MRR for family child care homes. This
adjustment factor is derived from a 1990 survey of county GAIN staff conducted by
the county GAIN Child Care Coordinators Group. The factor is the ratio of the full-
time rates paid in-home/exempt care providers to the rates paid to family day care
homes.

The work group spent considerable time discussing whether the rate paid to
exempt/inhome providers should be lowered in order to provide an incentive for
these providers to become licensed. Licensure of in-home providers may serve the
interests of consumers by providing them with a guaranteed minimal level of
quality. Licensure would only be helpful, however, as long as the additional costs of
licensing do not exceed the value gained for enhanced quality. In other words,
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would the cost of licensure or the specter of reduced revenues drive exempt
providers from the market?

ii)  Rates by part-time, full-time, and non-traditional hours of care

In all programs, rates are adjusted to reflect the number of hours the child
attends care. Rates are adjusted to reflect full-time (6.5 to 10.5 hours per day), part-
time (4 to 6.5 hours per day), or full-time plus care (more than 10.5 hours per day).

In recent years, the need for additional care during non-traditional hours was
recognized, and has been addressed in some programs. These programs change the
rates for non-traditional hours of care, including evenings, weekends, and nights.
None of the programs that use SRRs make adjustments for non-traditional hours;
this is mainly because such programs primarily involve center-based care, which is
very unlikely to be available during non-traditional hours. Separate rates for
evening/weekend only care are included in the market rate survey. They are
computed as an adjustment to full-time care. The computation of the adjustment
factor for evening/weekends, however, only accounts for those providers that
charge a higher rate for evening/weekends than for regular time categories. The
computation ignores providers that do not charge a higher rate. The adjustment
factor is a composite of only those providers that adjust their rates. Thus, the factor

is skewed toward higher rates.

A concern was raised by the working group about the under-provision of care
during non-traditional hours. The potential changes in the federal and state welfare
programs, which may result in many more welfare recipients seeking work, may
increase substantially the need for care during non-traditional hours, and this needs
to be taken into consideration in changing the current system.

iii)  Rates by age of child

Rates in all programs are affected by the age of the child who is receiving care.
The standard ages for these differences are 0-2 years old (infant care), 2-5 years old,
and school-age. In programs that use market rate surveys, separate surveys are done
for each age range, and the MRR for each range is then determined by the
appropriate survey. In programs that use SRRs, an adjustment is made to the rate
based on the age of the children to be served. In the Income Disregard program,
there is a maximum of $175 per month that can be disregarded for care for children 2
or over, and a maximum of $200 a month for infant care.

iv)  Rates by special circumstances of child

Some children have special circumstances that, in some programs, are taken
into consideration when determining rates. In programs that use a market rate
survey, children with special needs (the only special circumstances taken into
consideration in these programs), the MRR is multiplied by an adjustment factor, so
that a higher maximum rate is made available. These differences in rates are based
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on the adult/child ratios required for the different age groups (infants 1:4, preschool
1:12, school age 1:14). In programs that use an SRR, adjustments are made for
children with exceptional needs, LEP and NEP children, and children who are at risk
of abuse or neglect. Programs using the MRR charge for care using one of four
timebases, depending on whether they charge non-subsidized clients on an hourly,

daily, weekly or monthly basis.

Adjustments and alternative maximum rates are an important tool for
allowing parents both access to care and access to various qualities of care.
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Section III - Recommendations

The recommendations below have been drawn from the working group meetings
and supplemental analysis. It is essential that these recommendations be considered
within the broader context of PACE's Phase III activities as the issues related to
reimbursement are notably integrated into other consxderauons of fee structure,

governance, and program design.

1)  The state should reduce the number of child care funding mechanisms to
two: certificates and direct service contracts.

The comparative analysis of the funding mechanisms clearly illustrates that
the income disregard contributes little to achieving the state's child care goals while
putting an undue burden on two important clients of the system: parents and
providers. The working group believes that certificates and contracts both

contribute to state policy goals.

2) Parents should not be required to pay for child care services up front as this is
burdensome for families. Providers should be repaid for services in a timely and
consistent fashion; long delays in receiving payment are a burden on individual
child care and development providers and organizations.

The working group recognizes that many of the child care providers who
receive certificates from parents are small businesses and that long delays in
receiving payment are an undue burden on these individuals and organizations.
While changes in funding methods cannot guarantee responsiveness to providers,
we recommend that a reasonable time frame for reimbursement be set and that the
agencies involved -~ CDE, the APP's and the CWD’s - be expected to meet this
standard consistently. APP's should only be held accountable for timely payments
to providers if their contracts with CDE are paid out in a timely fashion as well.
CDE has begun to work with the Department of Finance to address this problem
through development of a new computer system, The working group strongly
supports these developments, and suggests that CDSS and the CWD's be included in
the discussions. If possible, these agencies should be linked to any new computer

payment system that is developed.

3)  Modify the Regional Market Rate Survey and follow-up analysis to improve
rate setting mechanisms: compare the rates without the contracted centers in order
to evaluate the outcomes from excluding the center rates; use a more efficient way
of defining markets such as clustering by zip codes; conduct the survey every third
year with accommodation for more frequent sampling; examine using timebase
conversions for more accurate representation of part-time care costs.

The working group supports the continuation of the regional Market Rate
Survey, with some suggested modifications. Contracted centers should not be
removed from the survey. Their exclusion may be more misleading than their
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inclusion. However, the working group recommends comparing the rates without
the contracted centers in order to evaluate the outcomes from excluding the center
rates. Once the consequences of removal have been examined, future working

groups can make an informed decision.

The working group also recommends the use of a more efficient way of
defining markets-such as clustering by zip codes. Clustering would determine
which communities have similar rates and then establish boundaries based on
those communities rather than on legal boundaries such as county lines.

This change must emerge from new legislation. Therefore, the working
group recommends that the baseline year for the proposed changes to the survey be
the first year following the enactment of such legislation. The year following the
baseline survey (the transition/planning year) should use rates based on the
baseline year with COLAs.

The working group recommends that the survey be conducted every third
year. A complete 58-county survey need not be conducted annually. With a good
baseline survey, the survey can be conducted less frequently and can therefore lower
surveying expenses. Off-year sampling of a select number of clusters and sub-
clusters is recommended for two distinct but complementary purposes: (1) to
provide intermittent rate adjustments in lieu of COLAs and (2) to ensure that the
clusters reflect the locally determined needs of their constituents. Annual audits of
a few “market” clusters could ensure that representations of "markets" are valid.

Finally, the working group recommends examination of timebase
conversion. If after further study and acceptance, conversions are adopted, periodic
examination of the conversion composite could mitigate against a conversion factor

that misrepresents the market.

4)  Carefully review and modify the existing adjustment factors that are in use:
allow that all providers of evening and weekend care should be included in
computation of the adjustment factor; lower the adjustment factor for in-home
exempt providers to .90 from .965 and analyze the effects on licensure?

The current adjustment factor was calculated more than 5 years ago.
Therefore, the working group recommends re-establishing the validity of the in-
home/exempt care adjustment factor. The working group also recommends that all
providers that provide evening and weekend care should be included in
computation of the adjustment factor.

As an incentive for providers to become licensed, the working group
recommends lowering the adjustment factor for in-home exempt providers to .90

B Many members of the work group also recommended requiring exempt providers to report their income
to the IRS using the I-9 form. This requirement is likely to increase the number of providers reporting
income, and may reduce the incidence of fraud.
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from .965. Over time, analysts should examine whether the level of child care
available in the market drops as a consequence of the drop in rates for in-
home/exempt providers, and whether the level of licensure increases.

5) Provide a quality adjustment that will raise the maximum reimbursement
ceiling for child care centers or family child care homes that are certified by a
nationally recognized accreditation agency.

The working group agreed that the reimbursement system was an appropriate tool
to provide incentives for programs to improve the quality of their programs.
Currently, programs that use direct services contracts have clear requirements
related to child development and education. Other programs, however, are not
bound by these standards. Providing a higher maximum reimbursement ceiling
may encourage programs to upgrade their programs to better meet the
developmental needs of children and families.

6) Determine a contract rate with empirical support. Examine the use of cost
indices to assist in the setting of rates. The working group encourages the proposed
development of CDE’s new negotiated rate program provided thresholds for the
floor and ceiling of rates are established, and adequate staff are available to
undertake this effort. Mandate the submission of business plans by providers and
support the CDE infrastructure to evaluate the plans.

The working group re-affirms the importance of maintaining use of contract
rates, but supports empirical work to methodically determine the rate. The contract
rate should be tied to the costs incurred to achieve the higher regulation levels
stipulated in the contract. The information needed to determine that cost level can
be obtained by: evaluating zero-based budgets submitted by selected providers;
comparing business plans submitted as part of the proposed CDE negotiated rate
P ; consulting with completed empirical studies. Additionally, an empirically
established number will be based on current price levels and therein help adjust for
several years of absent COLAs.

The development of a cost index can help inform the placement of caps. One
critical component to such an index is labor. Labor is the major cost component in

the delivery of child care-approximately 80%.

The working group specifically applauds the mandated submission of
business plans by providers while acknowledging that evaluation of those plans will
demand expanded human resources at the CDE to conduct the planned analysis.
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Appendix A - Cross-State Comparisons

In order to supplement our analysis of the funding mechanisms in the child
care system in California, we examined the methods of several other states. A
primary analysis was done of the Oregon system, and secondary analyses of other
states were drawn from work by the Urban Institute. Generally, it was found that
other states have systems of child care reimbursement policy that are similar to
California's, although usually less complex, as California has a much more
extensive set of publicly-funded child care programs than do most other states.
Other states are also experiencing some of the same difficulties with their
reimbursement systems as those found in California. The same basic funding
methods, rate-setting mechanisms, and adjustments were found in the various

states.

on m

The system in Oregon uses the same basic mechanisms as in California, and
makes the most use of a mix of reimbursements and vouchers, and direct service
contracts. However, these mechanisms are used in somewhat different ways. For
one, the system relies far more heavily on reimbursements and certificates (which
can only go to listed providers). These methods of funding are used for all
recipients of public subsidies except for certain specific exceptions. Direct service
contracts are used for certain populations that have been labeled special needs or
high risk: these are mothers in substance abuse programs, teenage parents trying to
finish school, and migrant workers. The rates used for contracts are based on the
RMR, with a state-wide cap of $495/month per full-time child age 2-5. The average
contract for this category, however, is $381. Providers often do not spend up to this
cap because of their need to compete in their local markets for children without

subsidies.
Other Cross-Location Comparisons

Clark and Long (1995) undertook a recent study for the Urban Institute of the
child care systems in six cities across the country. Three general findings were of
interest for this study. First, the same types of funding in all locations studied -
direct service contracts with providers, cash advances, vouchers or certificates, and
reimbursements to parents or providers. Second, in five out of six of the
communities surveyed (including San Francisco), there was inadequate funding to
serve all eligible families. As well, in most locations studied, there was a limited
supply of infant, school-age, part-time, and non-traditional hours care.

In addition, there were a couple of more specific findings worth noting.
Colorado, for example, has statewide reimbursement limits well below the 75th
percentile. This is done in order to serve more children. In Birmingham, providers
appear to have linked their to the maximum reimbursable rate. This has caused
problems for non-subsidized, low-income families.
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Appendix B- Analogous Systems

In order to expand our sample for funding mechanisms, we undertook
examinations of two other social service areas that have some similarities to child
care. In the field of medical care, a potential analog was found that had promise for
informing the debate on quality adjustments. However, further investigation
showed that this method was problematic for a number of reasons, both within the
medical field and as an analog to child care issues. The foster care system was also
studied, but was not found to offer significant insights into improving the current
child care reimbursement system.

Medical Care

Medical care is analogous to child care for two main reasons: it involves a
mixture of public and private funding sources and includes intermediary payers
(insurance companies and government providers in the case of medical care, the
government in the case of child care). One potential funding and payment method
for medical care, Resource-based Relative Value Scales (RBRVS), was found and
evaluated in terms of its potential applicability to child care. RBRVS', created by
Hsiao and Dunn, were developed. because of problems within medical market -
limited entry, poor consumer information and weak incentives to get more/better
information due to health insurance. As a result of these problems, physicians
become similar to isolated monopolists (Frechs, 1991). An isolated monopolist in
this case is an individual doctor who, while not the sole provider of care in a
market, has a virtual monopoly over his patients because they have neither the
incentive to move in order to find a less expensive provider (because of insurance),
nor the information necessary to make such a move even if they desired it.

An RBRYVS is theoretically based, not on the price of services, but on the
"true” costs, which are not reflected in the price because of market distortions. The
scale is based on studies of the actual resources used (amount of time for staff, level
of skill of staff required, physical resources used, etc.). These studies of "true costs"
are then used to place procedures on a scale relative to one another - some
procedures may have a "cost" that is twice that of another, for example. Individual
doctors then select a single "multiplier” for all of their services, and thus the price
for any service is the multiplier times the assigned relative value of the service.
RBRVS' have been used in different forms at different times in publicly funded
medical care programs. However, it is important to note that the idea of relative
value scales in medical care have been heavily criticized by experts, who say it tries
to measure something that can't be measured, and that, generally, the "scientific
underpinnings of RBRVS are weak" (Frechs, p.30).

This method has some potential for use in child care. For one, it is an
example of a move towards a more "cost-based” system. Such a system would be
likely to increase payments to providers, as many charge less than their costs. This
would increase the supply of care, but would also increase the cost to government.
However, the downside of this approach makes it seem inappropriate for use in the
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child care area. For one, this type of system require a substantial investment of
resources, if the experience of the Hsiao and Dunn is any example. In addition, the
child care market doesn't have the same distortions as the medical market, so price
is probably a more reliable indicator of cost than in medicine. One reason the child
care market is probably less distorted than the medical care market is that isolated
monopolists are much less likely in child care. This is because the non-subsidized
child care market, which is about three-quarters of the market in California, is
competitive, and therefore unlikely to contain isolated monopolists, who could
only survive if subsidized care comprised most of the market and information was
not readily available. While there are certainly some information problems in the
child care market, they are not in conjunction with a market that is distorted in
other ways as is the medical market. In addition, there are also probably simpler
ways to adjust payments for child care, which is a much simpler field then medical
care, to make them more in line with costs. While the idea of a more cost-based
system has appeal, and is worthy of examining more closely, the RBRVS approach

seems unlikely to provide a good example for such a system.

Foster care

The field of foster care was also examined for potential insights into
alternative methods for child care funding and payment. It has some similarities to
child care in that it also utilizes multiple types of providers and has to address some
of the problems surrounding working with children and families. However, after
looking into the California foster care system, it was found that it is a very muddled
system that was built up in a haphazard way without a strong coherent policy
foundation. Since the goal of this project is moving child care away from some of
those very characteristics, it did not seem that foster care would prove to provide a
good example. Thus, foster care did not show promise for providing examples of
how to make child care more coherent and user-friendly.
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Task V
Community Waiting Lists
Work Group Report

By
Teresa O’'Donnell-Johnson

Research gathered in Phases I and II of the PACE California Cares study revealed
inherent difficulties with the current use of waiting lists for California’s CDE
subsidized child care system. In order to maximize their chances of securing a
subsidy or subsidized slot for their child, parents must sign-up on a waiting list for
each program they are considering. Multiple children in a single family may require
parents to sign-up on several lists for programs providing care for particular age
groups (e.g., infant care; preschool care; school-age care). Further, there is usually no
coordination between waiting lists for center-based contracted child care and care
funded through Alternative Payment/certificate programs. Figure 1 illustrates the
complexity and confusing nature of the present use of waiting lists.

Lack of coordination between county welfare departments administering AFDC-
related child care programs and CDE direct services and Alternative Payments
contractors place AFDC families at a distinct disadvantage. There are no common
waiting lists or regular exchange of information about programs available to AFDC
families from CDE. As a result, many eligible families remain uninformed about
their subsidized options.

Parent participants in focus groups conducted during PACE’s Phase II, produced
recommendations to improve the present subsidized child care system. Three of
these recommendations reflect the need for community waiting lists:

1. Make information about child care and development possibilities and
options available at a central location.

2. Publicize widely the availability of information.
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3. Insure that county welfare department representatives who have contact
with parents have information about child care assistance, or at least can

direct parents to the sources of such information.
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FIGURE 1 Current Waiting List System In California
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Background

Previous studies confirm problems identified in the PACE research. They report
that income eligible families are unaware of services available to them or do not
sign up for waiting lists, while existing information on waiting lists becomes
outdated or duplicated. Further, access to subsidized care for parents becomes
exacerbated by the need to sign up for care on waiting lists at multiple locations.
Moreover, multiple funding streams (e.g., vouchers, contracts and entitlements)
make the interface of subsidies and care for parents, especially AFDC families,
daunting. Finally, these reports underscore the reality that much of the frustration
with waiting lists is rooted in inadequate funding for subsidized child care.

Two California studies have addressed subsidized waiting lists. The most recent of
these reports, the California Department of Education’s 1991 Waiting List Survey,
estimated demand for subsidized services at approximately 255,650 children. This
report, however, incurred numerous problems with data collection impacting its
accuracy. These included duplications, inaccuracies, out of date information, and an
inability to gather comparable data across agencies.

In Caring for the Future (1992), the Child Care Law Center (CCLC) made several
recommendations regarding waiting lists for subsidized care in California:

* Provide a single point of entry for families. CCLC suggested that this single
point of entry would ideally provide parents with information about
available child care and subsidies. Further, they envisioned this single point
of entry becoming “the place” to learn about child care. “The place” would be
an agency small enough to be responsive to and informed about local child
care needs.

® Provide parents with assistance in choosing child care, eligibility
determination and re-certification for various programs .

e Develop a single form for multiple programs describing all potential sources
of subsidy (p. 84).

¢ Develop a centralized waiting list to facilitate access, placement priorities,
needs assessment and data collection and accounting (p. 85).
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» Use data collection capabilities to assist in determining efficiency and
effectiveness of existing programs.

While the CCLC report highlights the benefits of “the place” to find child care, it
neglects recommendations for multiple access points. While a single point of entry
enhances seamlessness, low-income families in need of subsidized child care
struggle with transportation problems. Moreover, these families face the need for
their children to accompany them on their quest to become informed child care

consumers.

A Search For CWL Models

Other States. Data gathered from other states for PACE's Phase I and II reports
underscored the uniqueness of California’s history and governance of subsidized
child care. Unlike California, most state departments of education play a minor
role in subsidized child care. Moreover, a look at community waiting list systems
in New York, Massachusetts, Illinois and Florida highlighted a continued lack of
coordination among funding agencies (i.e., Department of Social Services, Head
Start, Department of Education, etc.). Most of the computerized systems were
virtually tracking systems for the various funding streams. The Health and Human
Services agencies contacted revealed they had developed plans to coordinate waiting
lists between funding streams but, due to impending Federal Welfare Reform
efforts, refused to share their plans. The rationale for this unwillingness stems from
their view that plans may be irrelevant when welfare reform passed.

Florida offered the most relevance to our current task of developing a community
waiting list. They have developed “child care central agencies," which serve the
combined function of eligibility, resource and referral and waiting lists. Currently,
these agencies are designing pilot projects for collaboration grants at the state level.
The collaboration intends to combine waiting lists for all programs under the
Department of Education, Head Start and Health and Human Services. Since these
programs are in their infancy they do not provide California with a working model
for developing community waiting lists.
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Community Waiting Lists in California

A call for proposals for pilot projects by CDE to implement community waiting lists
occurred in 1993. Although the intent of the projects centered on seamlessness,
unrealized pilot projects outlined waiting lists for CDE programs and vouchers only.

Several counties within California, however, are in the talking stages of
implementing a computerized, community waiting list. In particular, Ventura
County has begun working with their local planning councils to establish buy-in
from their major stakeholders for a community waiting list. Ventura County’s
Resource and Referral Agency is in a unique position for coordination as they also
serve as the local delegate agency for Head Start.

San Mateo County is in its second year of developing a computerized, CWL. The
purpose of their project was to coordinate efforts between the Child Care
Coordinating Councdil of San Mateo County (the Council) and the San Mateo County
Welfare Department to develop a community waiting list. This waiting list was
aimed at assisting AFDC families and all income eligible families with a single point
of entry for subsidized care. Coordinated efforts would enhance information about
available child care options as well as increased access for low income families.

With moneys from their local planning council, the Council, in cooperation with
the San Mateo county welfare department, conducted a need's assessment of
existing waiting lists and CDE contracted providers. Their data indicated providers
have variable computer capabilities and unsystematic waiting list procedures.
Providers also expressed a reluctance to relinquish control of their internal waiting
lists. Of chief concern to providers is fear that a CWL may cause down time between
openings resulting in a loss of funding. Moreover, centralization of waiting list
functions may result as a loss of administrative dollars for providers.

The Coundil developed a software system, updated existing waiting lists and
implemented a one-page, application form for parents to fill-out. At present, the
computerized system does not provide multiple access points nor downloading
from the county welfare department.
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Community Waiting Lists Work Group

The AB 2184 Community Waiting Lists (CWL) Work Group’s charge involved
developing a plan to implement a centralized, computerized waiting list
throughout California. The work groups’ composition included representatives
from Alternative Payment Programs (2), Resource and Referral Agencies (2),
County Welfare Departments (2), the Governor’s Office (1), California Department
of Social Services (2), California Department of Education (1) and PACE (1). Agency
representatives reflected both rural and urban settings throughout the state, from
Humboldt County to San Diego County.

The CWL work group set out to identify favorable elements as well as barriers that
could impede centralization of waiting lists. Pros and cons for a community
waiting list fell in to categories of Access, Governance, Cost and Quality.

ACCESS. On the positive side, the CWL work group felt a computerized community
waiting list would:

¢ allow parents a single point of entry with multiple access points;
* pool a range of families (i.e., working poor and AFDC families);
* support seamlessness for AB 2184;

¢ allow parents a connection to the whole child care system;

* provide a vehicle for information dissemination to parents ;

® provide more accurate waiting lists, thereby decreasing the amount of time
spent on the lists.

¢ serve lowest income/highest need (e.g., CPS cases in need of child care) first.
The CWL perceived access would impeded by barriers such as:

¢ inaccuracies in the information collected;

¢ differences in funding priorities;

e failure to secure parental consent to release CWL information.
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GOVERNANCE. The issues of governance for CWL closely paralleled issues being
explored in the local governance, eligibility and data collection tasks undertaken by
PACE. Although discussions of governance issues ensued, recommendations in
this area constituted the domain of other work groups.

COST. Cost issues centered on implementation of the community waiting lists.
Cost savings are difficult to estimate. In the short term, computerization
encompassing all stakeholders would be a cost incurred. In the long term, the CWL
was confident that cost savings to parents would occur. Administratively, between
the various agencies and providers, costs could conceivably remain the same. The
CWL work group felt that a community waiting list would promote:

* time savings for intake and management of information;
¢ a centralized data base for other data analysis reports;

* cross referencing within CWL system to protect funding agencies from
parents who double-dip between funding streams;

e multiple sorting capabilities to provide contractors with applicable children
that fit their enrollment openings.

Cost barriers would entail:

* excessive cost burdens that prohibit major stakeholders from participating
(i.e., Head Start, providers, etc.);

* maintenance of CWL exceeds administrative funding;

¢ costly nature of implementing a new, computerized state-wide CWL system.

QUALITY. The CWL work group defined quality as improved service delivery to
families waiting for subsidized child care. The CWL would: provide more accurate

counts by avoiding duplications;
¢ support seamlessness;
e decrease confusion for parents with single point of entry;

e provide parents with on -going child care information and education.
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¢ decrease mismanaged centers’ propensity to blame enrollment gaps on
inaccurate waiting lists.

Barriers to quality would include:
* increased administrative time for providers;

* an uneven playing field throughout the state due to demographics;
relationship between funders and providers; contract interpretations, and
allocation of dollars;

¢ time lapses for filling enrollment may result in a decrease provider contracts.
Proposed Community Waiting List System for California

Computerization. Critical to a fully integrated implementation of the community
waiting lists is computerization. Computerization could easily eliminate pitfalls that
concerned CWL work group members. Modem access would decrease issues of
computer capability and software compatibility for stakeholders. A computerized
CWL also allows for built-in access clearance and protection to ensure CPS
confidentiality®. The system could ideally provide agencies and contractors with a
means to access families’ preferences such as location of child care desired, program
type, and need for care outside residence location. A computerized system allows
for building in “rules” for moving up on the waiting list. Critical to maintaining an
updated waiting list is the establishment of “purge guidelines” (e.g., when do you
delete a family from the waiting list?).

Although full computerization is optimal, if cost were too great a barrier, a minimal
community waiting list system for California could be accomplished with
computerization at and between all CWL locations, county welfare departments,
resource and referrals and alternative payment programs. If these agencies could
not “talk” to each other, the system as purely paper and pencil would be
cumbersome, inaccurate, and more costly in man-hours. However, in light of
minimal computer capabilities for many providers, hard copy application forms

# For example, systems already in place at most universities allow students to enroll in courses and
update addresses, etc. Professors, financial aid officers, the registrar, bursar, and other relevant staff
can charge or add to the students records. The student can review this information, but is unable to make

changes (i.e., grades, tuition, library fines, etc.).
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could be quite workable. In fact, they may be instrumental for some families to
complete initial applications and updates to the CWL.

Application From the parents’ perspective the CWL could be accessed by means of a
single application form. This form would include information on each parent in the

family:

name
address

phone number- work and home
employment/training status/other need criteria
seeking employment

AFDC status

number in household, two-parent household

gross monthly income (all sources)

Information about children needing care would include:

each child’s name, date of birth

whether or not each child needs child care

hours of care needed (i.e., full-time/part-time/nights/weekends)
does the child have special needs

any children receiving subsidized care at present

Parents would need to specify their limitations for travel and care preferences (i.e.,
near home, near work/training, anywhere in their CWL geographic location, out of
the CWL area, in a particular city, or at a specific child care program). Parents would
also be requested to sign a consent to share information with the multiple access
cites as well as between CWL locations to better serve the parents child care needs.

138



31 T3 3 3

73 13

3 3

3 3 73 T3 T3 T3y T3 T3

Ty 3

3

The CWL application could be obtained by calling the CWL location directly. Since
CWL contractors may be listed by their various agency names, the CWL work group
proposes a single, 800 phone number for the entire state to access the community
waiting list (CWL). The system design for this phone number would allow for an
automatic re-routing to the closest CWL in the caller’s area. The caller (e.g., parent),
would be able to speak to a CWL counselor. If a CWL counselor was not available
or if the call was made outside of business hours, the parent could leave a message.
If the parent needed additional assistance due to language difficulties, a CWL
counselor proficient in the caller’s language would contact them. An application
form would be sent to the parent to be filled out. Completed CWL applications
could be sent, faxed, or brought into the CWL location.

Determination of Eligibility Determination of income eligibility would be most
expeditious if verified at the time the CWL application is filed. This would be quite
easy for AFDC families who access the CWL through their county welfare case
worker. However, because some CWL access points may lack knowledgeable
personnel to assist applicants, eligibility could be verified by the CWL contractor.
This may be a very daunting process and could be streamlined by use of the mail.
Overall, it is felt that if an initial eligibility determination is verified by the CWL
contractor, service would be expedited for families seeking care.

Multiple Access Points. The CWL should have multiple access points. Requesting a
CWL application and then filling it out at home may not be the most expedient
means for some families to be placed on the CWL. Multiple access points would
allow parents entry into the system through a variety of means. The CWL will
include AFDC families as well as other income eligible families. Parents would be
able to access the CWL at places such as county welfare departments, subsidized
child care centers, libraries and other public buildings, Head Start, and agencies
providing alternative payment and/or resource and referral services. A consent to
share information form would need to be secured from parents who access the CWL
application via a computer.

At CWL multiple access points, in addition to the application form, parents would
be able to receive information about subsidized child care options in their area.
Information would include Alternative Payment Programs, Federal Block Grant
funding, CDSS entitlement programs; tax credits; employer sponsored child care
benefits; and CDE programs. This information could be made available via a
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computer access point, any agency serving as a multiple access point or sent to the
parents from the CWL contractor.

The CWL process for parents. Figure 2 outlines a four-step process that illustrates
the CWL process from a families’ first filing of the waiting list application to
securing a subsidized slot and the enrollment of their child in a child care setting.
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1. Families need a subsidy for child care and believe they may be eligible.

2. Through multiple access points of a community waiting list, these families
fill out a single page application form. This CWL form allows parents to list
all possible forms of care desirable for all children in their family.

3. With the completion of the CWL form, the application is forwarded to the
CWL location via computer or the mail. The CWL contractor verifies
eligibility. The family is now on the community waiting list for their area or
multiple areas.

4. When a subsidized slot or funding becomes available, a provider or funding
source (i.e., Alternative Payment voucher) accesses the CWL for the next
eligible child. The provider or funder contacts the next eligible family from
the CWL of an opening/voucher. The family either accepts the opening
offered or remains on the CWL.

From the parent’s perspective, the proposed CWL reduces the amount of confusion
and duplication of effort the current system imposes (refer to Figure 1). Once the
family has filed a CWL form, their next step requires waiting to hear and accepting
an opening for their child(ren). Of course, updating CWL information is critical for
the system to work but should require no special efforts on the part of the parent.

The CWL work group felt it critical that the CWL provide stake holders with an
opportunity to gather information from families as they wait for placement, as well
as provide parent education through newsletters and annual CWL update requests..
An on-going parent education component would allow the CWL contractor to assist
parents with all the available options for off-setting child care costs. Moreover,
assistance in how to choose quality child care could be provided to these parents.

The Provider Perspective From the provider’s perspective, the CWL may not be
viewed as a panacea. The CWL would require all providers with CDE contracts to

participate in the CWL, thus eliminating the need to have “in-house” waiting lists.
Currently, providers have difficulty maintaining waiting lists and providing a
systematic means for filling openings. The CWL promotes “lowest income,
highest need” priorities for service. If providers maintain there own lists, families
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who are the lowest income or highest priority may not be on that provider’s
internal waiting list. Thus, the next eligible family would not be served.

Sentiments among the CWL work group expressed concern for providers.

Providers express a reluctance to place the next eligible family in their program over
a family on their internal waiting list. Providers will need consensus building
incentives during the tiered implementation stages of the CWL to promote buy-in.
The CWL suggested a grace period be included during the initial stages of the CWL.
Without computer access, providers will need more time to ascertain eligible
families from the CWL. The ability to down load waiting list information at the
provider level via computer modem may eventually decrease some of the need for

a grace period.

Additionally, from what we know about parental need to be fully informed about
their child care options, the grace period would allow for parents’ visitations to
child care programs offering enrollment. Parents could turn down openings
resulting in providers need to contact a new, eligible family.

CWL Work Group Recommendations on Implementation and Oversight

Keeping the priorities of high access for parents, inter-agency coordination of efforts,
and streamlining administration where possible, the Community waiting lists
Work Group moved forward with consensus on several recommendations. In
addition, there were issues where consensus could not be achieved.

1. Tiered Implementation. To work out possible problems with the CWL, select
CWL sites should occur first before statewide implementation. Initial CWL
sites should represent different geographic/demographic locations to
maximize trouble-shooting the system. Computer simulations during initial
implementation will serve to reveal an information base for building a
uniform, flexible statewide model.

2. Selection of CWL Manager. The CWL needs to be “housed” locally at the
county/regional level. Whatever entity “houses” the CWL, there should be
a review process. The CWL contract should be at the state level with
performance expectations built into their contract. The CWL work group
could not reach consensus on which state entity should be responsible for this
function. Some group members expressed concern that a competitive bidding
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process would exacerbate existing local tensions among key stakeholders.
Moreover, they expressed additional concern over an out of state company
coming in to handle the CWL contract. More agreement was reached within
the work group for a competitive bidding process if the process included
certain provisions:

¢ Selection criteria would include a plan to demonstrate buy-in by local stake
holders with written memos of understanding, and a detailed descriptions of
how a bidder would carry out CWL duties (i.e., compiling and maintaining
the waiting lists, referrals for child care and support services, parent education

component, etc.,).

¢ Selection procedures should include trained reviewers; state determination of
contract awards; and a fair, properly managed process, inclusive of local
players.

With these added provisions we had consensus with the CWL work group except
one member.

3. CWL Assessment Component. The CWL work group felt strongly that an
assessment or evaluation component should be part of the CWL contract.

Depending upon state and local governance recommendations, assessments
oould be at the local and/or state level.

Other Issues. Complete agreement did not occur for the recommendation for a
competitive bidding process for the CWL contract. Additionally, several issues, not
within the scope of the CWL work group’s charge, were felt to have an impact on
the workings of the community waiting lists. These included the recommendations
made by the local and state governance, data analysis, and eligibility work groups.
The CWL work group felt that fewer rankings more broadly defined would increase
placement rates for eligible families. The work group expressed concern over who
would do eligibility for non-AFDC families and how often re-certification would

occur.
In conclusion, the recommendations in this report center on the implementation of

a state-wide, community waiting list. It is hoped that these recommendations will
be weighed in view of related recommendations from other PHASE Il work groups.
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Task VI
Report on Income Eligibility Standards
By

Lynn DeLapp

During Phases I and II of the California Cares project, inconsistent income eligibility
requirements were presented as one source of "seams" in the child care and
development system. State agencies and child care and development providers

raised two major issues:

e Should there be uniform income eligibility requirements for program entry
and exit among all child care and development programs?

e Are current entry and exit standards appropriate and realistic, given current
levels of state and federal funding? If not, what should the standards be?

In Phase I, PACE was asked to collect data on the income levels of families entering
and currently receiving CDE-subsidized services to determine whether current
income eligibility criteria for child care and development programs administered by
the California Department of Education were set at appropriate and realistic levels.

Current income entry and exit eligibility standards for CDE-administered programs
are shown in Table 1.
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Table 1
Program Maximum Income for | Maximum Income for
Program Entry Program Exit
State Preschool 60% of State Median None
Income (SMI) by family

size

Federal Block Grant 75% of SMI by family 75% of SMI by family
size size

General Child Care, AP, | 84% of SMI by family 100% of SMI by family
SACC, IV-A At Risk, size size
Campus, Migrant

SAPID, CPS, severely None None
handicapped

Program eligibility for subsidized child care and development programs
administered by CDE is determined by matching applicants' family income to a table
of eligibility ranks (Appendix A); families with lower incomes (by family size) are
given lower ranks and placed higher on program waiting lists than families with
higher incomes. CDE eligibility ranks roughly correspond to percentiles of state
median income (SMI) by family size table. Fifty percent of the state median income
is equal to Rank 41, 75% of the SMI equals Rank 66, and 84% of the SMI equals Rank

75.

In order to get a better understanding of how CDE ranks and percentages of the SMI
correspond to AFDC income eligibility and federal poverty standards, we applied
these income measures to a families of two, three and four, described in Table 2.
The AFDC income cutoff represents the highest income (earned and unearned) a
family may have in order to receive AFDC benefits.

All dollar amounts indicate monthly income.
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Table 2
Family AFDC 100% 150% 175% 200%
Size Cutoff/ Poverty/ | Poverty/ | Poverty/ | Poverty/
CDERank | CDERank | CDERank | CDE Rank | CDE Rank
2 $1087/31 | $836/22-23 | $1257/38 | $1463/45-46| $1672/53-54
3 $1350/39 | $1042/27-28 | $1563/45-46 | $1824/54-55 | $2084/63-64
4 $1602/41 | $1263/30 | $1895/50 | $2210/60 | $2526/70

Looking at the same data slightly differently, for a family of three, the federal
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poverty level is $1042 per month, the 50th percent of the State Median Income is
$1350, and maximum monthly income for AFDC eligibility is $1350.

Currently, no data is compiled by the state on the income of families participating in
CDE-administered child care and development programs. In order to determine
whether entry and exit eligibility standards are realistic and appropriate, it was
necessary to survey direct services and Alternative Payment (certificate) agencies
under contract with CDE to provide child care and development services. PACE
surveyed ten direct services contractors, and the California Alternative Payment
Program Association (CAPPA), in cooperation with PACE, surveyed their 74
Alternative Payment (AP) members.

Nine direct services contractors responded to the PACE survey, including:
Options, E. Los Angeles County
Humboldt Child Care Council, Humboldt County
Los Angeles Unified School District
Community Development Center, Carson (LA County)

San Joaquin County Office of Education

T3 3 3
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Child Development, Inc., Campbell (Santa Clara County)
Santa Clara County Office of Education

San Diego City Unified School District

Educational Enrichment (San Diego)

Although these contractors do not provide a statistically representative sample and
may not be indicative of the entire state, they were selected to provide a range of
large and small, public and private non-profit providers in various geographic areas
of the state. Significantly, these contractors were also selected because the
Department of Education indicated that they had data systems which could provide

the data needed.

CAPPA surveyed its membership of 74 agencies which operate 77 programs in
California. Fifty-one agencies, representing 57 programs responded to the survey,
for a response rate of 74%. In all, 54% of the 95 agencies which contract with
California Department of Education responded to the survey. Contracts held by
responding agencies represent 62% of all Alternative Payment funds. Almost all of
the respondents were local education or non-profit agencies; only two respondents
were identified as county social services departments.

Income Levels at Program Entry: What is the income level of families entering
subsidized programs?

In order to obtain information on income levels of families entering subsidized
care, both surveys asked contractors to indicate the eligibility rank of the family most
recently enrolled in each program. Both AFDC and non-AFDC families were
included in these data. Table 3 shows the for AP programs.
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Table 3
AP Rank 1-16 | Rank 17-41 | Rank 42-66 | Rank 67-75
Program '
<25% SMI | <50% SMI | <75% SMI | <84% SMI
General 24 (77%) 4 (13%) 2 (6%) 1 (3%)
Fund
Federal Blk | 33 (72%) 10 (23%) 3 (5%) 0
Grant
IV-A At- 11 (26%) 22 (52%) 8 (19%) 1(2%)
Risk

Ninety percent of the AP agencies responding indicated that their most recent
enrollee in the General Fund program had a family income below 50% of the State
Median Income. Similarly, 95% of these agencies reported that their most recent
enrollee in the Federal Block Grant program had a family income below 50% of the

SMI, as did 81% for Title IV-A at-Risk slots.

Similar responses were provided by administrators of direct services, shown in

Table 4.
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Table 4
Direct Rank 1-16 | Rank 17-41 | Rank 42-66 | Rank 67-75
Services :
Contragt $25% SMI | <50% SMI | <75% SMI | s84% SMI
Programs
General 4 (44%) 4 (44%) 1 (12%) 0
Fund
FBG 1 (100%) 0 0 0
IV-A At- 3 (43%) 3(43%) 0 1(14%)
Risk
State 4 (66%) 1(17%) 1(17%) 0
Preschool
School-Age| 1(20%) 4 (80%) 0 0
Comm. CC

It seems reasonable to infer from this data that most families currently entering CDE

programs have incomes below 50% of the state median income.

Income Levels of Current Participants; Exit Income Levels

To determine whether exit income levels are set at realistic levels, it was necessary
to determine the income level of all families enrolled in CDE subsidized programs.
Both the PACE and CAPPA surveys asked contractors to report the level of family
fees, if any, families were required to pay. These levels are convertible to family
income levels and to percentages of the SMI. (No data was collected for State
Preschool, since parents are not required to contribute to the program.) The results,
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which tabulate the numbers of families paying each level of family fee, are shown in

Tables 5 and 6.
Table 5
No Family Fee $1.00-4.55 PT $5.00+ PT
AP Program <50% SMI $2.00-9.10 FT $10.00+ FT
50-75% SMI 76-100% SMI
General Fund 1335 (67%) 522 (26%) 134 (7%)
(N=1991 families)
Fed. Blk. Grant 5207 (77%) 1574 (23%) NA
(N=6781 families)
IV-A At-Risk 1140 (43%) 1222 (46%) 295 (11%)
(N=2657 families)

Alternative Payment contractors responding to this question reported that two-
thirds of families enrolled in General Fund/AP programs, and three-quarters of
those enrolled in Federal Block Grant/AP programs have incomes below 50% of the
State Median income. Around one-quarter of families fall in the range of 50%-75%
of the SMI. Only 7% of families enrolled in General Fund/AP have incomes above
75% of the State Median income. (Seventy-five percent of the SMI is slightly higher
than 200% of poverty for a families of two and three, and slightly lower for a family

of 4.)

A lower, but still significant percentage of families enrolled in the At-Risk/AP
program also fall below 50% of the State Median Income. Almost 90% of families in
this program have incomes below 75% of the SMI. More than 80% of families in
General Fund and Federal Block Grant Programs, and 64% of families in IV-A At-
Risk have incomes below 5<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>