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How 10O USE THIS CATALOG

his catalog was developed to shace informa-

tion on innovative financing strategies that

are successfully funding child care in the
United States. The purpose of the catalog is to nro-
vide a better understanding of what can be done
and to encourage development ot other successtul
strategies to finance child care.

Locating Information

Several approaches are possible:

» Review the table of contents, which categorizes
the profiles by the type of financing method.

¢ Read the introductory section preceding each
cluster of profiles, which describes the financing
method and summarizes the scrategies profiled.

e Use the index, organized by state city, program
name and financing strategy, for reference.

|y

Profile Description

Each orofile describes a specific tinancing strategy,
when it was initiated, the amount of funding it
generates, how funds are distribured, what services
are funded znd who is eligible for them. Additional
places using similar financing strategies are listed
with contacts so that readers may follow up for
more information. The “Strategic Considerations”
section in each protile includes opinion and analysis
of the pros and cons of each strategy plus the lessons
learned from che perspective ot the participants.
Also. historical, political and economic factors that
contributed to the success of a particular approach
are included under this heading.
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INTRODUCTION

= his catalog highlights strategies currently
employed in states and communities, using
* public, private and mixed sources of funding,
to finance child care. The focus is on strat=gies that
generate new revenue or increase the share of cur-
rent revenue allocated to child care. Only strategies
currently being applied or in the process of imple-
mentation are included. Examining k: w states and
communicies have found ways to fund child care
broadens our understanding of potential resources.
demonstrates that greater investment is not only
needed but achievable and can stimulate addicional
planning and efforts to finance child care.

The federal government (rather than state and
local government) is regarded as the major source
of public revenue for child care, with the energy of

sany child care advocates focused on federal policy
making. Most readers will be ‘amiliar witn the
tederal Head Start program. other federal public
revenue sources for child care—the Child Care and

Development Block Grant, Ac-Risk Child Care,
Transitional Child Care’—and the child care appro-
priations made by each state to match federal tunds.
These are significant sources of funding tor child

care, but chey are not the only sources.

Most of the catalog is devoted to state and
community strategies. The scrategies tall into five
broad categocies:

* generating new public revenue for child care
¢ allocating existing public revenue for child care

What Is Child Care?

“Child care” in this context means the full

range of services used by families to educate

and nurture young children—services that also

allow parents to work or go to school. Some

would refer to this as “early care and educa-

tion"; we use the term “child care” as shorthand

and to match commonly vsed terminology.

Child care has many functions in society.

Good child care:

* helps children enter school ready to succeed
and continue to thrive once they are there;

* provides an appropriate learning environment
for all children, including those with disabilities;

* improves employee performance and
productivity;

¢ aids economic development and growth;

* helps parents move from welfare to work:

e prevents violence.

1 Except tor Head Start, these have now been consolidaced meo the tederal Child Care and Development Fund as a resalt ot the
tederal Personal Responsibibiey and Wark Opportunsty Reconaliation Act (PRWORA). August F996.

2 In the introductory sections throughout this catalog, “cnld care™ 15 used as an indusive shorchand teem to mean all types of edu-

atton and care tor children from biech through age five, and programs for school-age children befure and after school and during
vacanons We believe the teems hild care,” “varts childhood education,” “child develspmente ™ and cardy vare and eduwation " ase
interchangeable. For some, “(vld care”™ implies vounger children. and othet terms such as “school-age program ” or “latchkey pro-
sram would be used when older chiddren are involved. In the profiles, we have used whatever terminology our mtormants used to

desanibe their activites.
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¢ financing child care in che private sector
» tinancing child care through public-private
partnerships

« financing child care facilities

Generating new public revenue includes innov-
ative tax and fee-based approaches to financing child
care. This section includes two federal financing
mechanisms because they are less well-known and
understood than other federal programs. These are:
(1) the federal income tax credit for child and depen-
dent care and (2) the federal provision authorizing
employer-sponsored dependent care assistance plans.
Chiid care is also financed by allocating existing state
revenue streams for child care. As the profiles illus-
trate, this financing strategy occurs most frequently
when state policy recognizes the impact of child
care in meeting welfare reform or educational goals.
The third area covered, private sector financing of
child care, focuses on business and labor-initiared

The System of Child Care

An effective child care systeia makes good child
care services possible.

¢ A child care system is the unique combination
of setvices, supports and policies characteristic
of a state or community.

Services are the programs offered to children
in centers and homes, by schools, community
organizations, religious groups, employers,
and for-profit and nonprofit agencies.
Supports are child care resource and referrai
services, child care workforce preparation and
continuing development programs, accreditation
schemes, consumer engagement and other
supports that make child care services better,
more efficient and easier for parents to use.

Policies are the actions of government, busi-

ness and civic organizanions that support and
advance tor constrain and recard) the develop-
ment of child care services and supports.

programs that improve access to child care as well
as its quality and supply. In the fourth section, the
focus is on public-private parctnerships in which
public and private sector funds are blended to sup-
port child care. The closing section on the financing
of child care facilities includes techniques to support
the bricks and mortar needed for child care programs.

Following a brief overview of each strategy,
profiles illustrate how the strategies evolved and
were implemented. Not all the possible applications
of any method are given. This catalog iocuses on a
few examples in each category.

Paying for child care
Nationally, in 1993, among families who paid
for child care, a family with a preschool-age child
spent on average $79 per week (34,108 per year).
A median-income family earns $32,000 and spends
about 11 percent of its income on child care. A
family earning $15,000 spends 24 percent of its
income on child care." What families report spending
on child care does not represent the full price of
child care, because some families receive partial
subsidies or scholarships. Further, the actual cost
of producing child care is higher than the price
charged to consumers because of in-kind donations
and other contributions.*

Overall, families pay the largest share—roughly
60 percent—of total annual estimated expenditures
for child care in the United Stares. Government
(federal. state and local) pays much of che balance,
primarily by direccly subsidizing all or part of child
care tuition fees tor low-income families direccly
through state appropriations. The government provides
tax credits for other eligible families. The private
sector (business and philanchropy) contribures less
than 1 percent, as the chart on page 3 illustrates.

The central issue in financing child care is a
tug-of-war among three competing faccors: quality of
services for children, affordability for parents and
compensation for child care protessionals.

~ U8 Census Bureau. September 1995 W hat Duee dr ¢ a1 Mond tar Pre whanler - Current Population Reports, Survey ot Income

and Program Participacion, Fall 1993 Washingeon, X US Deparement ot Commerce, Census Bureau.

+ Cost. Quality, and Chidd Outcomes Study Team 1995 Conr Ouafity and Child Ontenmes i Chrld Care Coter. Denver: University

at Colorado
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Major revenue sources for child care
and early education®

Government 39%

Private
Sector 1%

4

Families 60%

Researcf\ing the Profiles

A wide net was cast for recommendations of
innovative or unusual child care financing
methods thar raise significant money. We called
knowledgeable people in communities across
the country and in national organizations, put
queries on the Internet, scanned publications
and searched bibliographic darabases. The list
of possibilities was categorized, preliminary
telephone interviews were conducted, and docu-
ments we - ccllected. Each profile was checked
for accuracy by the individuals who provided
the background information.

In contrast. consider the financing of higher
educarion. Everyone knows that sending a child to
college is expensive, that financial aid in various
forms is available and that saving for a child’s edu-

cation is (or shou!d be) a priority in the family budger.

Tuition and fees at a four-year public college or
university average $2.700 per year. Bur the tuition

and fees charged to families represent only a modest

portion of the actual cost of that college education,
which is about $14,500 per year for a four-year

public college or university. Families pay abour 23
percent of the cost of a public college education—
or about 8 percent of income for a median-income

family. The balance of costs are paid by government

or the private sector, as the chart below illustrates.

Major reverue sources for public higher
education 1993-94°

Other* 35%

Tuition and
Fees 23%

State
Appropriations 42%

* The “other” category includes federal and local government
appropriations. research and other grants and contracts from
public and private sources. and endoument income.

Consider the differences for families when pay-
ing for child care and paying for college. Families
are usually better off financially by the time their

children enter college than they are when their chil-

dren are young and in need of child care. The price
charged to families for child care is close to the
expended cost of producing child care, while the

price charged to families for higher education is less

5. Stoney. L.. and M. Greenberg. 1996. “The Financing of Child Care: Current and Emerging Trenas * In The Futnre of Children.
Val. 6. No. 2. The escimates 1n the chare are based on data from thus article. Most but not all of the expenditure estimates 1n the

article were based on data tor 1995,

o General Accounting Office tAugust 1990) Higher wdtautton Tuttzan inveaseng hatter shan bl con and publi colieges cosns
(GAO HEHS-96-154). Washingron, DC U S General Accounting Ottice

= 1S, Depe. of Education (1996). Expated Famedy Contrebution Formulas 1995-00 Citedin € wareli. A and N Litton (1990)
The attordabalery gap Working tamalies and ohild cave. New York: Chuld Care. I

.
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than a quarter of the actual cost, reflecting much
greater investment in higher educartion by govern-
ment and the private sector. Families are expected to
contribute much less for college than for child
care—1n those few states that permit a median-
icome family to apply for child care subsidy, such
a tamily would be required to pay at least 15 percent
ot 1ts mcome for child care. The U.S. Department
ot Education, in determining eligibilicy for federal
financial aid, would expect the same tamily to pay
S percent of its income for college costs.”

Solutions to the persistent child care gquandary
that tamilies face will require greater investment in

child care—trom sources other than the families who

use child care. A common theme in most proposed
solutions 15 that child care costs should be shared
among all the beneficiaries—families, employers
and soctety (meaning the civic and public sectors at
all levels)—with each contributing a “fair share” in
ways that leverage and extend the toral investment
of resources.

a4

Common themes

Financing strategies that are successful in raising
significant sums for child care appear to share six
common characteristics. described below.

1. Child care and...

Child care is frequently embedded in a larger issue
or context: child development, education improve-
ment (school-readiness), economic development

or support for the adult workforce. These broader
issues offer persuasive rationales for revenue genera-
tion and greater resource allocation for child care,
and often include all children.

'Rationaies for Child Care

* Child care is one of many broadly defined
children’s services (e.g., San Francisco’s Children’s
Services Plan, Florida's children’s services
councils and North Carolina’s Smart Start)

¢ Child care for school-readiness is the rationale
for prekindergarten programs (e.g., Texas and
Florida) and for Seartle’s Families and Educa-
tion Levy

s Georgia's lottery-funded programs liok early
educarion and higher education.

* Child care is an economic developme~t
strategy (e.g., Travis County [Austin], Texas)

¢ Child care is linked to “dependent” care
including school-age care, youth programs
(e.g., New York City's Local 1199/Employer
Child Care Fund) and elder care (e.g., the
American Business Collaboration, both the
federal income tax provisions)

¢ Child care is embedded in welfare-to-wark
reforms with some states shifting resources to
child care (e.g., Wisconsin).




2. Polutically feasible approact

Successful financing strategies grow out of a keen
understanding of the legal environment and the
political climate. Knowing what powers are available
to which levels of government, what tax strategies
can legally be used and how government actually
works are essential to crafting a public-revenue
strategy. Understanding what motivates employers
and unions is necessary for a workplace strategy.
Whether the dominant community concerns are
safery and security, or ending welfare dependence,
the revenue-generating strategy has to respond to
those concerns and link with issues people really care
about. While the approaches to child care financing
are varied, 2 common factor is the ability to read the
political winds and sail in the prevailing direction.

3. Long-term thinkiug and mudtiple approaches
Successful strategies are rooted in a plan for advancing
chitd care that recognizes the value of incremental
steps. An example of this is Massachusetts, which
has instituted a series of financing approaches. The
most recent is a specialized license plate that will
generate a modest amount of new revenue for child
care quality improvement. Not only is it important
in the short term, but it establishes a line item for
child care quality in the state budget, which can be
increased over time.

Successful strategies are often multi-pronged:
civic and business leaders in Rochester, New York,
spent years studying the demand and supply and
outcomes for early childhood programs, bringing in
new partners, and educating wider circles of the
community. Their long-term community plan is
generating revenue partly through efficiencies and
leveraging that they could not have predicted when
they began. In Aspen, Colorado, two years were
spent developing a community child care plan.
When the opportunity for raising revenue for child
care through a new tax was realized, the municipaliry
was ready with a plan for how the funds would best
be spent, including establishing a permanent trust
fund for child care.

4. Partners and nontraditional advocates

Most of the strategies were developed by broad groups
of business, government, child care professionals and
advocates, whether at the community, state or national

levels. Advocates and others explored with their
partners, listened to new perspectives on old issues,
and focused on different approaches to old problems.
Civic and business leaders became strong child care
advocates and powerful messengers for children. Often,
the education process occurred over many years. Child
care advocates frequently played a behind-the-scenes
role on financing measures. Child care advocates
were not always present when financial measures
were presented or finalized, bur their messages were.

5. Leveraging

Matching and leveraging are consistent chemes that
run throughout many of the strategies. Public funds
are often designed to be matched. In some cases, the
match comes from local private funds such as United
Way, or employers (e.g., Florida's new Child Care
Partnerships Act targets employers). Many of the
community strategies pool funding and distribuce
funds through collaborative processes involving all
community funders (e.g., Ames, lowa's sales tax).
T.E.A.C.H. Early Childhood® Project in North Car-
olina leverages funds from many sources {(child care
providers, government and philanthropy) and is
based on principles of shared funding and mutual
commitment among the contributing partners.

6. Community variation

There is a strong community theme in many strate-
gies. These strategies recognize that all child care is
local and child care conditions vary among commu-
nities. All of these strategies build in community
assessment and explicitly target their funds in
response to demonstrated community needs. Many
also engage community residents in determining
their own needs, building local capacity. Others
focus on communit, because it is the locus of
strength, innovation and commitment.

Many of the national strategies profiled here are
also intentionally designed to be community-driven,
responsive to unique local needs and resources. For
example, the American Business Collaboration for
Quality Dependent Care is national in scope but
spends most of its funds in target communities on
projects tailored to addressing local solutions. State
government initiatives arc often designed to link
state- and community-level players and base deci-
sions on community input.

14
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GENERATING NEwW PUBLIC REVENUE

ederal. stace and local governments generate
revenue two wavs—primarily through taxa-
tion and secondarily throuzh fees. Taxes arc
assessed based on:
¢ what vou own, such as property taxes:
 what you spend. which includes sales taxes: and
¢ what vou earn, such as income taxes.

Fees are payments for services based on what
vou use. Fees can be charged to use a park. drive on
a highway, acquire a marriage license and buy 2 Jot-
tery ticket. State-sponsored gambling is in essence a
fee—charged for the purchase of a lottery ticket. Fees
are smaller sources of revenue for government than
taxes. But as tax-limitation measures are enacted
across the nation, fees, in particular gambling, become
attractive revenue-generation methods. Appendix 1:
"Revenue-Generation Methods™ (see page 115) sum-
marizes basic information about revenue-generation
methods at ezch leve! of government.

TAX STRATEGIES

Income taxes are the major source of revenue for the
federal government, and a significant source of rev-
enue for those states with an income tax. Sai»s raxes
are the most common and lucrative way for states to
generate revenue. Property taxes are the major
source of revenue for local governments.

Local property taxes
Property taxes typically are levied on real estate
(land and buildings) based on its assessed value.
Such taxes may be levied by one or more units of
local government, such as the town and/or county
in which the property is located and by a local
school district. One way to generate funds for child
care is to increase property taxes and earmark the
increase for this purpose. This is the approach used
in Seattle, Washington. Another strategy is to ear-
mark a percentage of existing local property tax dol-
lars for children's services, which is being done in
San Francisco. Both are profiled in this section.
Property taxes may also be levied by creating
“special taxing districts,” which are independent,
usually single-purpose units of local government.
These districts are legal entities separate irom gen-
eral-purpose local governments such as cities, towns
and counties, although they may share boundaries
with a local government unit. Two of these special
taxing districes for children's services in Florida
counties are profiled in this section.

State and local sales taxes

Sales taxes are the most common and lucrative way
for states to generate revenue. Forty-five states have
enacted state sales taxes. Some states levy the tax on
all purchases, while others exempt certain types of
gouds (e.g.. food for home consumption [45 states],
prescription drugs {44 states], clothing {six states]).
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Seventeen states permit local government units to
levy addirtional sales taxes. A few local governments
have dedicated a portion of local sales tax revenue to
child care. Two of these, in Colorado and lowa. are
profiled in chis section.

State income taxes

In addition ro taxing income to generate revenue,
states often generate revenue for specific programs
through a voluntary income tax checkoff. Forty-one
states currently have tax checkoffs for more than

130 separate uses. The most common uses for che
checkoff are political contriburions, wildlife preser-
vation and child abuse prevention. Others include
elder care, Indian children, foster care and childhood
disease funds. The only state income tax checkoff for
child care, recently eracted in Colorado, is profiled
in this section. '

Tax credits, deductions and exemptions
Individual income taxes are the primary source of
revenue for the federal government. Also, 41 states
tax individual income. After sales taxes, income
taxes are the largest source of revenue for states. At
both the state and federal levels, the total revenue
raised from individual income taxes are usually
about four times larger than the total generated
from corporate income taxes. Various credits
(against taxes owed) and deductions (from income
before computing taxes owed) are allowed by both
federal and state tax codes. In contrast, the major
source of local revenue is from property taxes. Local
governments often offer property tax abatements as
1 way to encourage industry to locate (or remain) in
their area and or to spur expansion of existing local
businesses.

Personal income tax credits/deductions
The tederal tax code allows a credit for some of the
expenses of work-related child care. In fiscal year
1999, the federal credic represented an estimared
$2.8 billion of forgone revenue for government and
child care assistance for tamilies. The maximum ben-
etic an individual famuly can realize from the federal
credit is S1.#40. Alrhough the federal child and
dependent care tax credit also covers the care of

adult dependents, the profile focuses on the child
care aspects of the tax credit.

Twenty-tive states and the Discrict of Columbia
also have child care income tax provisions—either
credits (21 states ana the District of Columbia) or
deductions (four states). All but five of these have
child care tax provisions linked to some or all of the
provisions of the federal child care credit. Nine
states have no personal income tax, although one of
these has a refundable’ child care credit provision
(Alaska). Seventeen states levy personal income raxes
but do not have child care tax provisions.

The estimated total value of forgone state tax
revenue from all state child and dependent care rax
provisions is between 5 percent and 10 percent of the
federal tax credit total, or roughly $150 million to
$300 million in 1995. The maximum benetit from a
state child care tax provision ranges widely from a low
of $25 in Louisiana to a high of $1,440 in Oregon
and Minnesota.

Because it is especially well designed to benefic
lower-income families, the state of Minnesota’s income
tax credit related to child care is profiled in chis sec-
tion. The State Income Tax Provisions for Child
Care chart (see page 33) details the characteristics of
each state's child care tax provisions. While all
states with credits also cover the care of adult
dependents, the information in the profile focuses
on the child care aspects of these tax provisions.

State'Dependent Care Provisions §

Generally, state tax provisions allow claims

for the same range of child care services as the
federal credit. Any legal form of child care used
so that the parent(s) can work is allowable:
child care centers, nursery schools, family child
care homes, nannies, relatives (nendependents
over age 18) and day camps (but not overnight
camps). Arkansas is the only state that struc-
tures its tax credit to recognize quality—the
credit is doubled for families with three- to
five-year-old children enrolled in a child care
venter in the Arkansas quality approval system.

¢\ Retundabie means that a taxpaver who owes no tases may clam the credie
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Personal income and
employment tax benefits
The U.S. Internal Revenue Service code allows tax-
pavers to set aside up to $5,000 from their salaries
before taxes to help cover the cost of child care,
elder care or care of a disabled spouse or domestic
partner. so long as their employer has established an
approved dependent care assistance plan (DCAP).
Any employer—public or private, proprietary or
nonprofit—may establish a DCAP. Under a DCAP.
the employee’s pay is reduced by the amount desig-
nated by the employee, and these funds are ser aside
in a special account to pay dependent care expenses.
The employee does not pay income or Social Security
taxes on these funds. The employer also saves its share
of Social Security taxes on funds placed in a DCAP.
(In some states, these tax savings apply to state income
taxes as well.) The state of New York's DCAP is
profiled as an example of structuring DCAP policies
.and procedures to help low- and moderaze-income
workers take advantage of this tax benefit.
Corporate tax provisions for employers are another
approach to supporting child care. At least 14 states
have established some form of an employer tax credit,
which typically allows an employer to claim a cor-
porate tax credit of up to 50 percent for the cost of
an employee child care benefit. Of course, employers
may still deduct expenditures for child care programs
from their corporate income as reasonable and necessary
business expenses before taxes are calculated. While
many states have enacted employer tax credits, they
have not been extensively claimed. Rather than pro-
filing a credit limited to employers, a Colorado tax
credit that applies to any taxpayer—an individual or
a business—has been included. While this rax credit
is currently limited to enterprise zones, efforts are
under way to expand it statewide.

Property tax exemptions

States may permit localities to offer incentives through
property tax reduction to atcract business. A local
property tax abatement in Texas includes a child
care provision and is profiled in this section. Child
care is viewed in this context as a necessary part of a
community's economic development strategy. The
tax abatement strategy approaches child care costs as
part of the overall cconomic incentive package.

FEES AND LOTTERIES

Federal, state and local governments generare rev-
enue principally through taxation. but also in other
ways. Fees are pavments requested for services, such
as admission to a park, tuition at the state universi-
ty. a lotterv ticker 2nd tolls on a bridge. Payment of
tees is somewhat voluntary on the citizen's part. as
distinguished from raxes, which are compulsory.

Fees

There are three main categories of fees: impacr, ser-
vice and enterprise. Impact fees anticipate the need
for government setvices (e.g., roads, water, schools)
that will result from actions by the private sector
that will cause population growth, and are intznded
to offset cheir costs. Service tees shift the cost (or
part of the cost) from government to the user of a
public service (e.g.. mortgage/deed records, garbage
collection). Enterprise fees are generated from a self-
supporting enterprise created by government (e.g., a
municipal golf course, a state lottery, a national
park) for which fees can be charged. The profits
generated by the enterprise can be used for other
govemment expenses.

Fees are typically charged to cover all or part of
the cost of providing a service, such as producing
birth certificates or granting licenses to practice an
occupation. Fees may be charged for the use of a
public facility, such as a park or swimming pool, or
for a particular public service, such as garbage col-
lection or water. Charging fees for child care licens-
ing is becoming common. Revenue from these fees
may be used to help offset the cost of licensing or,
in the Virginia profile included in this section, to
generate revenue for other child care quality
improvement activities. Fees may be generated by
one enterprise and used to fund another. unrelated
activity. Massachusetts will use revenue generated
from vehicle license plate fees to support a fund for
child care improvement. This strategy is profiled in
this section of the catalog.

om
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Uses of Lottery Fund Lotteries

Lotteries are an increasingly popular way for states

In 1993, states realized total profits of 39 billion to “fund” education—1 2 states have lotteries whose
from total lottery ticket sales of $25.2 billion. stated purpose is funding education. State-sanctioned
On average, 36 percent of lottery sales is trans- gambling appeals to public policy makers as 2 less
ferred to government as profit, 14 percent is used painful alternative for generating revenue than
to cover operating expenses and commissions, direct taxation. Earmarking lottery profits does not
and 50 percent is useci to pay prizes. guarantee, however, that these funds will be used to
Twelve states deposic lottety profits in increase or improve services. In many cases, ear-

the general fund. Twenty-four states “earmark” marked 'otterv profits are used to replace general

: lottery profits for a specific purpose, including: fund «ollars that are reallocated to other programs.-
education (California, Florida, Idaho, 1llinois, Two states that use lotterv funds to support their
Massachusertts, Michigan, Monrana, New prekindergarten programs—Georgia and Florida—
Hampshire, New Jersey, New York, Ohio and are profiled in rhis section.

West Virginia); state building funds (Colorado,
Idaho, Kansas, Maryland and South Dakora);
economic development (Arizona, Kansas and
Otegon); parks and natural resources (Colorado,
Minnesota and West Virginia); as well as local
transportation, law enforcement, senior citizen
services and property tax relief.
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LOCAL PROPERTY TAXES
A significant source of revenue for local government
is property taxes. Property taxes typically are levied
on real estate (land and buildings) based on its
assessed value. Such taxes may be levied by one or
more units of local government, such as the town
and‘or county in which the property is located and
by a local school district. One way to generate funds
for child care is to increase property taxes and ear-
mark the increase for this purpose. This is the
approach used in Seattle, Washington (see page 16).
Another strategy is to earmark a percentage of exist-
ing local property tax dollars for children’s services,
which is being done in San Francisco (see page 18).
Property taxes may be levied by “special raxing
districts,” which are independent, usually single-
purpose units of local government. These districts
are legal entities separate from general-purpose local
governments such as cities, towns and counties,
although they may share boundaries with a local
government unit. Special districts are fiscally and
administratively independent of local government.
Two of these special taxing districts for children’s
services in Florida counties are profiled below.

LGCAL PROPERTY TAXES

Children's Services Special Taxing
Districts (Florida)

The specific examples profiled are the Children’s
Board of Hillsborough County, where Tampa and

its surrounding communities are located, and the
Children’s Services Council of Palm Beach County.
Hillsborough has a total population of 894,000;
Palm Beach County has a total population of 961,000.

Description

By Florida state statute, a children’s services district
may be created by a county. It must be officially
created by action of the county government (board
of county commissioners), have boundaries cotermi-
nous with the county's and have a governing board
of 10 members. Five are permanent members defined
in the statute: the superintendent of schools, one
local school board member, the district administrator
of the local Department of Health and Rehabilicative
Services (the state's social service agency), a juvenile
court judge and one member of the board of county
commissioners. The other five board members are
appointed by the governor for four-year terms. In
Florida counties, a district board is called a chil-
dren’s board, a children’s services council (CSC) or a
juvenile welfare board.!

If the district board is to raise revenue through
taxation, the board of county commissioners must
put before the voters a referendum authorizing the
district to collect property tax not to exceed 50
cents per $1,000 of assessed valuation. If taxing
authority is granted by majority vote in the referen-
dum, the district must prepare an annual budget
that includes the millage rate needed to raise the
budgeted revenue. This budget is submitted to the
board of county commissioners each year by July 1.
The Florida statute specifically states that the coun-
ty board (or any other local authority) may not mod-
ify the district board's submitted budget. The law
also provides that after one year of operation of the
board, the county may choose to fund the children’s
services budget from county revenue.

According to a 1995 report, 25 of Florida's 67
counties have established district boards. Nine of

| Because such ¢ govermng board 11 commonly reterred to as o children’s services council (CSC), these profiles otten reter to C8Cs.
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these are independent and unfunded entities; 10 are
county-funded entities; and six are independent
boards with taxing authority. The six with raxing
authority are the counties of Hillsborough, Martin,
Okeechobee, Paim Beach, Pinellas and St. Lucie.

When Established

At the urging of advocates in Pinellas County, the
Florida Legislature passed a local bill in 1945 allow-
ing that county to estzblish a special district for
children called a “juvenile welfare board"” and to
levy a property tax subject to referendum. In 1946,
the voters of Pinellas County approved (by an 80-20
margin) both the board and its taxing auchority. In
1990, county voters approved raising the district’s
maximum millage rate from 50 cents to $1 per
$1,000 of assessed valuation.

In the 1980s, advocates in Palm Beach County
resolved to try to establish in their county a speciat
independent taxing district for children. With help
from advocates across the state, they were able, in
1986, to have the Florida Legislature pass the Juve-
nile Welfare Services Act (with only one dissenting
vote). Effective October 1, 1986, the law allowed
any county to create a special district for children’s
services with a governing board and the authority to
levy taxes. On November 4, 1986, the voters of
Palm Beach County approved the children’s services
council taxing authority by a 70-30 margin. Two other
counties attempted to establish districts with taxing
auchority that year and failed (Polk and Sarasora).

The Children's Board of Hillsborough County
and the Children’s Services Council of Martin Coun-
ty were established and granted taxing authority by
county referendum in 1988, The Children’s Services
Councils in St. Lucie and Okeechobee counties were
established with taxing authority in 1990.

Amownt Generated Annuadly

In the 1994-95 fiscal year, across the six indepen-
dent funded children’s services councils, close to 363
million was raised, of which just over 70 percent
was spent on children’s direct service programs.
About one-quarter of the children's programs fund-
ed are child care related. The balance of funding is
invested in training for community residents and
service providers, community oucreach functions
and counal administration.

mi2

Each county sets its millage rate annually with-
in statutory limits—50 cents per $1,000 of assessed
property value for all but Pinellas, which is $1.
None of the six counties is presently taxing at its
maximum millage rate. In 1994-95, the range
among the five with 50-cent limits was from .1974
(St. Lucie) to .421 (Hillsborough). The average was
.2855 among these five counties. The millage race
was .7822 in Pinellas County.

Hillsborough. In 1995-96, the Children’s Board
of Hillsborough County generated $12.3 million on
a millage of .421 per $1,000. Home owners with a
$75,000 home (the average assessed value of a home
in Hillsborough County) paid $21.05 for children’s
services. Of che $12.3 million total, $9.6 million
(78 percent) is allocaced to children’s services, about
30 percent of which is child care related.

Palm Beach. In 1995-96, the Children’s Services
Council of Palm Beach County generated $21.1 million
on a millage rate of .373 per $1,000. Home owners
with a $125,000 home (the average assessed value of
a home in Palm Beach County) paid $37.30 for
children’s services. Of the $21.1 million total, $17.5
million (83 percent) is allocated to children’s services.
about 19 percent of which is child care related.

Services Funded
The Florida statute authorizing juvenile welfare
services specifies L road areas related to juveniles and
to the general welfare of the county: mental health.
direct care and any services operated for the benefit
of juveniles (except those under the exclusive juris-
diction of the public school system). The statute
also specifies that boards can collect and use data
and consult with other agencies dedicated to the
welfare of juveniles to prevent overlapping services.

Each CSC identifies community issues within
its county and promotes and develops programs in
response. In the 1995 CSC agency survey, CSCs listed
a wide range of issues in which they were involved.
including school-readiness. neighborhood development.
prenatal care, early intervention, youth development
and foster care review. In the same survey, CSCs
identified imminent challenges, including developing
data management systems, coordination of services
and neighborhood initiatives.

Child care is funded by each ot the boards 1n
differing amounts, averaging abour one-quarter
of total children’s services expenditures across all
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funded CSCs. The funding is directed toward two
purposes—improving the quality of child care and
reducing the number of children on the wairing list
for subsidized child care.

Hillsborongh. The Children’s Board of Hillsbor-
ough County (CBHC) spends about 30 percent of its
program funds on child care, supporting both quality
improvement and subsidies. Quality improvement
includes accreditation support and child develop-
ment associate (CDA) training (8250.000) and
support and training for family child care providers
($180,000). Subsidies are funded through various
methods: an equal financial partnership with United
Way (840.000 each) to provide subsidies for day
care and summer day camp for children from low-
income families, end a similar grant to the YMCA
($35.000). Current-year and prior funding for child
care programs are awarded to agencies through a
competitive application process. Grants awarded
may continue for up to three vears.

In addirtion, continuing and one-time grants
have been provided to child care centers to match
state or federal funds, offer antiviolence programs,
provide child care to children who do not qualify for
other subsidy programs, offer additional services to
children wizh special needs, obtain accreditarion,
and make renovations and physical improvements.
Currently, che Children’s Board is working in part-
nership with community agencies and funders to
plan a community-wide child care subsidy program.

Palm Beach. The Children's Services Council of
Palm Beach County has funded quality improve-
ments and child care subsidies, and it has provided
match for federal funds for both child care and Head
Start. In 1995-96, the CSC allocated $2.274 million
for child care for children under five. In addition to
direct grants to agencies, this sum included $340,000
used to match federal funds and $243,000 to create
the Child Care Investment Fund to reduce the num-
bers of eligible families waiting for subsidized child
care in the counry. The investment fund is a pool for
contriburions generated by the United Way's com-
munity challenge for child care, local businesses and
the local Health and Rehabilitative Services office.
In addition, the CSC allocated $1.81 million for
out-of-school activities for school-age children (i.e..
“latchkey” programs or school-age child care).

How Funds Distyihurid

Each Children's Services Council must prepare an
annual budget for submission to the county board of
commissioners by July 1 each year. All the CSCs
conduct a community needs assessment with annual
updates. which are used to set priorities. Each CSC
uses different methods to determine spending prior-
ities and funding methods. All fund both agencies
and discrete programs within agencies.

Hillsborough. The Children’s Board of Hillsbor-
ough County (CBHC) conducts an annual commu-
nity needs assessment, which is the foundation of its
spending priorities. This year, the CBHC moved to
an outcome-focused method of resource allocation
with four kev result areas: 1) promoting resilient
families, 2) promoting resilient systems of support,
3) promoting a social issues response capacity and 4)
promoting meaningful outcomes and accountability.

The CBHC's efforts are organized around the
result areas and aimed at achieving four priority
outcomes focused on children birth through age 12:
1) healchy births (prenatal through infancy), 2)
school-readiness (preschool), 3) school success
(school-age) and 4) optimal development (all stages
of childhood).

Within this framework, the CBHC (with other
community funding partners such as United Way,
the county, the community foundation and the
school district) funds two kinds of work: analysis of
critical issues and collaborative initiatives designed
to address them. It has allocated $5 million to prior
funding commitments (ongoing programs and ser-
vices) and $6 million to the new key result areas,
$2.5 million each for the first two and about
$500,000 each for the last cwo. Distribution is pri-
marily through targeted requests for proposals
(RFPs) based on the work and recommendations of
community partnership groups and a competitive
application process.

Palm Beach. Until 1996, the Children's Services
Council (CSC) of Palm Beach County organized
funding allocation within 10 categorical funding
priorities related directly to assessed community
needs. In 1996, the board adopted a focus on pre-
vention and early intervention to promote successful
child development and strengthen families and
communities. The funding focus will follow devel-
opmental stages: birth to five, six through 11 and
12 through 18, wich a primary focus on children
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from birth through early elementary school age. The
long-term desired outcome is a family-centered,
neighborhood-based service delivery system.

By the 1997-98 funding cycle, the CSC's goal
is to commit 45 percent of all funds to services for
children birth to five and 19 percent to out-of-
school activities of elementary school children ages
six through 12. (The remaining funds are allocated
to preventing pregnancy and HIV infection in ado-
lescents {12 percent], strengthening families {17
percentl, and building neighbothood capacity and
services [7 percent}.) The primary strategy for the
birth-to-five age group is comprehensive services for
children, building services around the core program
in child care centers, family child care homes and
home-based family literacy programs. Universal
home visiting to families with newborns is a long-
term goal. The intent of the new focus is that,
rather than funding discrete services, funds will
follow a child and family, and community agencies
will collaborate (n serving families. The transition
from categori al to prevention-focused allocations
is expected o take three years.

To ap Ay for funds, community agencies respond
to a req est for proposals aligned in che past with
the car .gorical service areas and requiring proof of
colla’ oration with other community agencies. (The
prev-ntion focus will affect the RFP process for
1996 97.) CSC staff review all proposals and inter-
view tie applicants. The staff cthen recommend an
allocarion plan to the CSC board for approval.

Puptlation Served
The CSCs can focus on all “juveniles” in a county,
defined as chiidren birth through age 18. Some
counties narrow the age range somewhat. For example,
Hillsborough focuses on birth through age 12, whereas
Palm Beach focuses on birth through age 18 with a
primary focus on children five and under. Both
counties fund a range of direct child care services,
quality improvement projects and efforts to make child
care available to families eligible for state subsidy.

Hillsborough. The mission of the CBHC is to
maximize the potential of children and families to
ensure optimal development and well-being of chil-
dren in Hillsborough County.

Paim Beach. The mission of the CSC is to
enhance the lives of Palm Beach County children
and their families, and to enable them to attain
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their full potential by providing a unified context
within which children's needs can be identified and
resolved by all members of the communiry.

Strategic Considerations

e One of the perceived strengths of CSCs is their

focus on all children and their mandate to involve

in governance the key systems in a county. CSCs
are viewed as an effective way to eliminate (or at
least reduce) “curfism” and as a way to use local
resources efficiently. This way, the key players are
all at the same table, theoretically locking at the
whole child (in family and community context).

The mandate to do community planning (commu-

nity needs assessments apdated annually) is an

important feature. It promotes long-term think-
ing that goes beyond one fiscal year.

CSCs generate a new source of local funds, which

can be allocated flexibly according to community

needs. This increases the initiative and responsive-
ness of local children’s services organizations.

The explicit focus of CSCs on prevention and

early intervention is a counterbalance to the puni-

tive and remedial approaches in many legislative
initiatives to address juvenile justice and provision
of human services.

o Increasingly, the CSCs are concerned with focusing

their own efforts on outcomes and accountability.

As an extension of their own efforts toward using

funds most efficiently, CSCs often partner with

other community funders (e.g., United Way,
school districts, community foundations) in plan-
ning and in funding, which focuses all funders’
behavior toward shared goals and outcomes.

o CSCs educate citizens to children’s issues and create
stronger constituencies for children. For example,
both Hillsborough and Palm Beach publish their
annual reports as a supplement to their local daily
newspapers. CSCs become the hub of child advocacy
in a county, broadening the constituency of advocates
and concentrating efforts, thereby strengthening
advocacy. As CSCs become the trusted source of
information about children, they have become
more powerful political forces at the state level.
Some county legislative delegations essentially
support what their CSC recommends regarding
child and family policy.
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* There is no evidence of state revenue declines
related to the counties’ establishing children’s
services taxing discricts.

» Counties that succeeded in establishing CSCs and
authoriziug taxing used a political campaign
framework for their referendum campaigns. They
used respected civic leader support and peer-
matrix approaches—that is, having senior citizens
talk to other seniors, businesspeople campaign to
other businesspeople, families with children orga-
nize other families with children.

¢ Campaigns that failed often used less-effective
spokespeople (e.g., service providers who were
viewed by the voters as self-serving since their
agencies ultimately would benefit financially).
Unsuccessful campaigns also did not recognize
opposition forces early enough and failed to strate-
gically address the opposition’s concerns.
Some believe the term “juvenile welfare™ has
negative connotations to the voting public.
The term in common use now—"children’s
services”—conveys a positive message.
Some believe the timing of a referendum—on a
primary ballot rather than a general election bal-
lot—<can affect its passage. Primaries often have
lower vorter turnout, so the numbers of targeted
referendum supporters voting can have a greater
cumulative effect.

The tax climate has changed significantly since

the 1980s, making the passage of new taxes

potentially more difficult. Rationales that link
moderate spending on early prevention with later
avoidance of much costlier items such as prisons
may be effective arguments.
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Other Sues With Similar Strateg)

Other jurisdictions have allocared specific increases
in property taxes to children (e.g., Seartle’s Families
and Education Levy, profiled on page 16), but no
other special taxing districts for children are known.

Cuontacts

Jack Levine, Executive Director
Florida Center for Children and Youth
P.O. Box 6646 '
Tallahassee, FL 32314

Phone: (904) 222-7140

Fax: (904) 224-6490

E-mail: HN7121@handsnet.org

Gerald Malouin, Executive Director
Children’s Board of Hillsborough County
1205 East 8th Avenue

Tampa, FL 33605

Phone: (813) 229-2884

Fax: (813) 228-8122

Marlene Passell, Public Information Associate
Children’s Services Council of Palm Beach County
1919 North Flagler Drive

West Palm Beach, FL 33407

Phone: (561) 655-1010 or (800) 331-1462

Fax: (561) 835-1956
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LOCAL PROPERTY TAXES

Families and Education Levy
(Seattle, Washington)

Description

The Families and Education Levy raises property
taxes by a fixed percentage for a period of seven years.
The funds raised are split approximately equally
among four specified purposes: 1) early childhood
development, 2) school-based student/family services,
3) comprehensive student health services and 4)
children’s out-of-school activities. The city of Seattle
has a population of just under 500,000 residents.

When Established

The referendum passed in November 1990 and
established che special levy through 1997.

Amount Generated Annually
In 1996, approximately $2.3 million was spent on
child care.

The levy alone generated just over $10 million
in 1996. The Families and Education Levy set a
millage rate of .23 per $1,000 of assessed property
value. In the first year (1990-91), the levy generated
$8.5 million. Although the levy is capped at a per-
centage of the property tax rate, revenue generated
can increase as property values change.

Beginning in 1993, the city council adopted the
Children and Youth Action Plan (CYAP), which
adds an additional 31 million per year to the city
budgert from city general revenue. Each year, the
CYAP expenditures from the preceding years are
maintained in the city budget and an additional $1
million is added. The CYAP, originally a four-year
commitment, was recently extended through 1998.
In 1996, the combined total from both the levy and
the Children and Youth Action Plan was $14 million.

Sertces Funded

Levy and CYAP funds are used primarily to expand
and extend child care, building on services and sup-
ports that are onguing. For example, Seattle’s child
care subsidy fund existed for some years before the
levy. and the ciry has funded child care training for
many years. New activities are also funded: for

exar e, funds go to family advocates based in
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family support centers across the city who work
directly with child care providers and parents to
improve relationships, and to the Business Initiative,
which is working to build partnerships among area
businesses and child care programs.

Child care activities are funded wichin two
categories, totaling $2.3 million: early childhood
development and out-of-school activicies. A total of
$1.8 million was allocated for subsidies, training
and other quality imptrovements in early childhood
development in 1995-96. Within the out-of-school
activities category, $520,000 was allocared for
school-age child care.

The $1.8 million represents a variety of pro-
grams. About $450,000 was added to the city of
Seattle’s child care subsidy pool, which is designed
to serve families who are over the income eligibility
limits for state child care subsidy funds. Support
and training for child care service providers (includ-
ing school-age care) received $300,000. Support for
the school district’s preschool program (CAMPI,
named for its originators, the Central Area Mothers'
Preschool Initiative) totaled $5650,000. Another
$400,000 partially supports the school district’s
state prekindergarten program (ECEAP—Early
Childhood Education Assistance Program) and local
Head Start agencies to expand services, offer longer
days and improve quality. (These funds can be used
for Head Start’s required local match.)

How Funds Distributed
Levy funds are administered by the city of Seattle
through its various departments. No more than 5
percent of levy funds can be used for administrative
expenses of the city and/or the school district. Levy
(and CYAP) funds are distributed through contracts
with the school district and nonprofit agencies, or
by transfer to city departments (e.g., the child care
subsidy is handled by the Deparcment of Housing
and Human Services, and the library administers the
funds for its child development resource specialist
and literacy outreach to family child care providers).
An RFP (request for proposals) process is used to
selec.: providers for out-of-school activities. Agencies
receiving child care subsidy funds must meet the
city's quality standards to participate in the program.
A Levy Oversight Committee—including the
11avor, the superintendent of schools and representa-
tives from the city council and the community—is
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responsible for making budgec and program recom-
mendations. reviewing performance annually and
1ssuing reports on the effectiveness of levy-tunded
programs.

Popielating Seried

The only limitation overall 1s geographical—only
residents of Seattle are eligible for levy-tunded ser-
vices. Levy funds that are udded o other programs.
such as the child care subsidies. ECEAP or Head
Scarct, are then subject to the limitations of those
programs. For example, in Head Start, 90 percent
of the children must have family incomes below
the federal poverey level. Seartle’s child care subsidy
program is designed to serve families who are above
rhe eligibility limits for state-funded child care
subsidies. Ciry subsidy funds are available for
families with incomes up to 80 percent of the state
median income who use providers that meet the
city's quality standards.

Sovategn Consederatiom

e The Families and Education Levy emerged from
Mayor Nerman Rice’s community education sum-
mit in the spring of 1990, which engaged more
than 2.000 citizens in discussing how to improve
education in the city. The summit participants
recognized the relationship between the context of
children’s life outside of school and their school
experiences. Thus, the levy proposal addressed
school-readiness, health, children's out-of-school
time and their families.

The original plan for levy funds suggested an
allocation of $2.2 million for child care (§1.65
million in child care/early education and $550.000
for “latchkey” programs for elementary school stu-
dents). This level has been maintained over time.
Levy funds increase the city's financial commit-
ment to children (and child care). The levy funds
are used primarily as additional funds to extend
currently successful programs. New initiatives are
undertaken as needed after careful considerarion.
Levy funds build on existing community capaciry.
Part of the revenue generated by the levy (82.1
million) was designated to fund programs former-
ly funded by the school district. In the original
plan. these were: $146.000 for Head Start and che
state-tunded prekindergarten program (ECEAP):
S407.000 tor che locally designed preschool
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(CAMPI); $231,000 for elementary gwdance
counselors; and $1.325 million for nursing ser-
vices in schools. Shifting funds trom the school
district budger to the city budget could have the
potential tor “supplantation.” However, the school
diserict was required to redirect the amount of
funds freed by the levy to a defined set of specific
educational enrichment priorities that would
improve classroom learning environments. How
these redirected funds are used must be reported
annually as part of the accountability plan for the
levy. The district has used the “redirect” primarily
for class-size reductions and staff development.

e In 1993, the city council approved adding an
additional 81 million each year for four years
(1993-96) ro the city budget to increase services
for children and youth. In 1996. the city council
extended this commitment for another two vears
(through 1998). These CYAP funds have support-
ed child care through such activities as training
programs for scalt of the Parks znd Recreation
Department’s school-age programs, additional
funding for a children’s librarian dedicated to
providing reading enrichment services in family
child care programs, and hiring a child develop-
ment specialist in the library to serve as a resource
for all child care providers.

e The Families and Education Levy must be
renewed by the voters in 1997. Planning for
passage is under way with public relations and
communication activities and a caretul review of
outcomes attributable to the levy. Those involved
expect it to pass but anticipate tnat there may be
changes in its direction. focusing rnore on acade-
mic*achievemenr results.

Other Sttes Wath Somilar Strategy

The City Council of Santa Fe, New Mexico. resolved
to set aside 3 percent of the city’s share of state gross
receipts tax revenue (about $800.000 annually) for a
Children and Youth Fund.

Contact

LaVonne Douville

Seattle Department of Housing and Human Services
618 Second Avenue

Seartle, WA 9810:4-2232

Phone: (206) 386-1010

Fax: (200) 380-11 58
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New Publiic Revenne -

LOCAL PROPERTY TAXES

The Children's Services Fund: Proposition J
{San Francisco, California)

Deescriptiun

Through a public referendum (Proposition J),

San Francisco’s city charter was amended in two
ways. First, a baseline of funding for children’s
services (a level below which funding could not fall
unless there was a decrease in aggregate city appro-
priations) was established. Second, a percentage of
local property tax dollars was set aside for children’s
services. The set-aside was $.0125 of every $100 of
property taxes during the first year and $.025 of
every 8100 for che remaining nine years.

\§hen Established
Proposition J was passed in November 1991 and
will remain in effect for 10 years.

Amount Cenevared Annnally

The baseline stands at $44.7 million. The set-aside
generated $13.8 million in fiscal year 1995-96. Of
the sec-aside funds, 25 percent is reserved for child
care, which amounted to $3.3 million to support
child care and early education services in fiscal year
19995-96.

Nt Faonded
The set-aside funds. reterred to as the Children’s
Fund. are allocared into four broad categories, each
receiving 25 percent of available dollars: 1) child
care, 2) health and social services (including prenatal
services), 3) job-readiness and 4) delinquency pre-
venuon, education, libraries and recreation. The
Children's Fund cannot be used for law enforcement
services, the purchase of property or tor any service
that benetirs children only incidentally or as mem-
bers of a lurger populacion including adults.

Funds from the four categories are allocated to:
1) early childhood development (targeting children
birth through age five), 2) youth development (tar-
cetng children and youth ages six through 17) und
3 tamuly support (targeting tamilies with children
ot all ages). The $3.3 million in child care funds for
1OUS-90 was spread as follows: early childhood
development got $1.785.000 tor licensed care 1n
homes, ceaters and schools as well as tranimg tor
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providers and parent education; youth development
received $1,130,500 for after-school and summer
activities in schools and licensed tacilities: and fami-
ly support, $172,000 for services with emphasis on
families with children under six. With the inclusion
of child care funds allocated for administration and
evaluation, these amounts totaled $3.3 million.

The majority (90 petcent) of the child care
funds are distributed to community-based organiza-
rions through a Request for Proposals process
administered by che Mayor's Office of Children,
Youth and Their Families (MOCYF). The priority is
child care for children under six.

Hou Funds Distribured

The Children's Fund is administered by the Mavor's
Office of Children, Youth and Their Families. MOCYF
is responsible for developing a children’s services
plan, issuing a request for proposals to community-
based organizations, staffing a Citizen Allocation
Committee to review proposals, negotiating con-
tracts for services provided by community agencies
and city departments, monitoring contracts and
working with an independent organization to evaluate
funded programs.

Puprdation Served

The Children's Fund is limited to serving children
and youth under the age of 18. Child care funds are
rargeted for two groups: children under six and chil-
dren six to 18, wich priority for serving children
from low-income families. Famulies in all areas of
che city are eligible.

Stvatecte Coanatdera s

Amending the cicy charter through a public
referendum (racher than having the city council pass
legislation) is a costly and labor-intensive process.
Thousands of signatures must be obtained just to
et the referendum on the ballot. Once on the ballot.
the referendum must be approved by a majority of
voters. A referendum can, however, be an excellent
way of organizing the citizenry around children’s
issues in general as well as passing a specitic amend-
ment. Coleman Advocates for Children and Youth,
the lead organization in the etfort to establish the
Children’s Fund, caretully werghed the costs and
benetits of the referendum process and decided

the results were worth che eftort. [n addition co




engaging the public around children’s issues,

Proposition J sought to end the annual budget

battles over funds for children’s services. mandate

a change in public priorities, and institurionalize

the protection and expansion of expenditures tor

children. A number of lessons may be learned from
this effort, including:

* Proposition J sets aside funds for a broad array of

children's services—not just child care or early

education—and was therefore able to garner a

broad base of support.

The mandated baseline and set-aside makes annual

budget battles unnecessary.

The law was carefully drafted to ensure thar base-

line funds would not be supplanted and thar the

new funds for children’s services would be used tor
new programs. Even with an established baseline,
however, funds can be shifted (for example, child
care funds could be shifted to child health care,
since both are in the baseline).

o The 10-vear “sunset” provision allows the issue
to be revieweo in the future (but opens the door
for another costly battle to pass a referendum)
and, along with a two-vear “phase-in,” made the

proposal seem more reasonable at the time it was
initially voted on.

Planning for effective use of the funds was not
built inco the proposal, and political pressure
made it difficule to take the steps necessary to
ensure maximum impact.

The opposition raised concerns that Proposition |
was “bad government,” “ballot-box budgeting”
and “special-interest politics.” Opponents included
the business community (which saw it as an effort
to increase public spending) and, at the outset,
most elected officials (because the amendment
would tie their hands in terms of spending).

In the end, passage of the referendum reinforced
the notion that children are a concern to the entire
city of San Francisco. Outreach constantly linked
the problem (children need support) with the
solution (Proposition J) and helped to increase
public education on children’s issues.

The Children's Fund has helped to leverage other
public and private support, including funds from
national and local foundations. the San Francisco
school districr and the federal government.

Other Seecc Nuh Souiday Stvaren
Oakland, California, has a similar measure on an
upcoming ballot.

In 1989, The Children's Alliance in the state of
Washingten attempted—bur failed—to pass a ballot
initiative. Lack of funds to do outreach and publicity
was cited as the major reason for failure. The alliance
is currently working on a "Dollar for Dollar” budget
bill that seeks to create a pool of money for children’s
services by matching each dollar allocated to juvenile
correction to prevention programs (including eariy
childhood programs). There has been no vote on the
bill yet.

The Children's Action Alliance in Tucson. Ari-
zona, is currently working on a proposal called 1%
for Kids of Tucson, which will set aside a portion of
city general revenue. Unlike Proposition J (which
was a referendum approved by the vorers), the Tuc-
son effort is focused on convincing the city council
to pass an ordinance. (The alliance decided thar a
referendum was too expensive and labor-intensive )
In addition to the Tucson campaign, the alliance is
considering launching a statewide iniciative in 1998.

Contact

Gwen Henry

Child Care/Grant Coordinartor

Mavor's Office of Children, Youth and Their Families
1390 Market Street, Suite 918

San Francisco. CA 94102

Phone: (4195) 554-8990

Fax: (415) 554-8965

Barbara Carlson

Director, San Francisco Starting Points

Mavor's Office of Children, Youth and Their Families
1390 Market Street, Suite 918

San Francisco, CA 94102

Phone: (415) 554-8990

Fax: (419) 554-8965

Margaret Brodkin

Coleman Advocates for Children and Youth
2601 Mission Street, Suite 804

San Francisco, CA 94110

Phone: (4195) 641-43062

Fax: (419) 6:41-1708
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STATE AND LOCAL SALES TAXES

Sales taxes are the most common and lucrative way
for states to generate revenue. Forty-tive szates have
enacted state sales taxes. Some levy the tax on all
purchases, while others exempt certain types of
goods (e.g., food for home consumption {45 states],
prescripeion drugs {44 states], clothing [6 states]).
Seventeen states permit local government units to
levy additional sales taxes. A few local governments
have dedicated a portion of local sales tax revenue to
child care. Two of these, in Colorado and lowa, are
profiled.
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STATE AND LOCAL SALES TAXES
Dedicated Sales Tax (Aspen, Coloradu)

Description

In 1990, voters in the city of Aspen enacted a
provision to add .45 percent to the local sales tax
and dedicate this portion for che purposes of afford-
able housing and child care.

The affordable housing purpose also receives
revenue from the local real estate transfer tax (in
force through 2004) and from certain local housing
impact fees. The child care purpose receives revenue
only from the dedicared sales rax.

The toral sales tax collected in the city of Aspen
is 8.2 percent, which consists of 3.0 percent state of
Colorado sales tax, 3.5 percent Pitkin County sales
tax and 1.7 percent city of Aspen sales tax. Of the
Aspen portion of the tax, .45 percent is for child
care and affordable housing.

Aspen is located in Pitkin County, which has
about 12,000 permanent residents; about half live
within the city limits of Aspen.

When Established

The dedicated sales tax was established in 1990,
when voters approved a referendum raising the cicy
tax from 1.25 percent to 1.7 percent. The 45 per-
cent tax will remain in force until June 30, 2000.

Nmauent Crenerated Aniiaily

Actual receipts from the dedicated portion of the
local sales tax for 1994 totaled 31..435 mullion.
The Aspen city budget oftice projects that sales tax
revenue will grow at the rate of 3 percent annually
through 2000. generating $1.63 million chat year
from the dedicated sales rax. Each vear, the city
council decides how ra allocate revenue from the
Jedicated sales tax to each purpose (child care and
sfordable housing) when approving the annual
city budget.

In 1992. the city council acted to set aside 20
percent of annual receipts from the dedicated sules
tax cach vear to be placed into a Child Care Trust
Fund. The trust is designed to generate interest
income to be used for child care projects after 2000
(when the tax extores). In 1996, the ciey budgerted
to put $210,000 1nto cthe trust tund. which will
contamn $1.13 mullion at the close of 1996, By
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2000, the trust fund is projected to have a principal
balance of $2.4 million. Ey conservative estimartes.
this will generate income of $150,000 annually.

From the remaining 80 percent of dedicated
sales tax receipts. the city council expends on aver-
age $200,000 for child care annually, although the

" amount has flucruated from year to year. In 1994,

Aspen spent $115,441 on child care. In 1995, the
city budgeted to spend $351,048. In 1996, the city
originally budgeted expenditures of $1.745 million
on child care, but will spend less than anricipated.
(The city had discussed purchasing a former public
school building.) The total expenditures for 1996
will amount 1o $224.0C0.

The amount of annual revenue available for
child care depends on sales rax revenue.

Services Funded

Three categories of child care are supported through
the sales tax: 1) child care rescurce and referral services,
2) grants to nonprofit centers for improvements and
3) child care tuition assistance for low-income work-
ing families.

In 1996, Kids First, the local child care
resource and referral agency, received a contribution
of $47.000. The total expenditure in the 1996 bud-
get for the other two categories (contributions to
nonprofit organizations and tuition assistance for
families) is $177.000.

Huw Funds Distributed

Kuds First is a public city-funded agency that pro-
vides child care resource and referral services to the
community and also administers Aspen’s child care
tunds. The city council appoints the board of direc-
tors of Kids First. This board sets priorities for child
care funding, and it makes an annual recommenda-
tion to the city council on the budget amounts for
Kids First operation, child care grants and the
tuition assistance program.

Grants. The board oversees the grant application
process, reviews requests from nonprofit organizations
and makes a recommendartion to the city council for
funding. In the early 1990s, many of the grant
requests were for capital improvements. Now most
grant requests are for operating expenses (e.g.. to
support teacher incentive pay. staff development)
and for other nonfacility improvement strategies.
Presently, nearly half of the grant tunds support the

infant-toddler programs at two centers to reduce the
centers’ parent tuition fees, making them more
affordable for families.

Tuition assistance. The tuition assistance program
offers partial support for child care fees to families
living or working in Pitkin County (where Aspen 1s
located). The program targets families with incomes
above the curoff for state child care subsidies. A
board composed of bankers and one member of the
Kids First board sets assistance levels and reviews
applications.

Families can apply by May 1 each year or at three
other specified times during the year. Applicants have
to certify their income, work status and residence or
place of work. The subsidies granted can range from
$1 to $12 per day. based on a sliding scale thar takes
into account family size and income level. (The
going rate for child care tuition in Pitkin county is
$27 to 830 per day.) Assistance continues for as long
a period of time as the family remains eligible.

Paopulation Served

Any low- or moderate-income family who uses child
care for work-related reasons and either lives or
works in Pitkin County is eligible for the child care
tuition assistance program.

Any nonprofit child care organization in the
Aspen area is eligible for the child care grants pro-
gram. Child care centers, associations of directors
and associations of family child care providers have
all received funds.

Strategic Considerations

o Affordable housing is a major community concern,
given the rapidly rising cost of housing in Aspen.
Having affordable housing located in Aspen
(rather than in outlying areas of the county) is a
major benefit to employers of lower-wage workers
in the tourism industry, which dominates the area.

* The sales tax was originally proposed to address
these housing concerns. During deliberations
within the city council, the concept of Aspen’s
overall affordability for families was introduced
into the discussion by a council member (also a
member of the board of a child care center) who
noted that housing and child care are the two
Jargest items in a family budget. When the coun-
cil member proposed adding child care to the tax
proposition. there was no debate. The proposition
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went to the voters to adopt a sales rax for atford-
able housing and child care.

* Aspen is a community that prides itself on com-
municy values—caring about its citizens and
workets and st.iving to be a community with a
healthy economy and a healthy environment. The
combination of child care with affordable hous-
ing—Dboth needs easily understood in a high-cost
area like Aspen—was appealing to the community
because of these values.

¢ Enacting sales tax legislation in an area d minated
by tourism is 2 “Robin Hood" proposition: The
voters know that the majority of the taxes will be
paid by nonresidents, while the majority of benefits
will go to residents. Enacting sales tax legislation
may encounter opposition in lower-income com-
munities and/or in communities without significant
nonresident involvement in the local economy.

* Two facrors that contributed to passage are that

the tax is not permanent and thart the city council

retains annual decision-making power over the
allocation of funds within and berween the two
broad purposes. Voters will get to decide whether
ro renew the tax for another period of time or let
it “sunset.” Earmarking the revenue too specifical-
ly could be perceived as undermining che role of
local government.

The sales tax proposition went to the voters on the

same ballot with two extremely controversial

items: approval for a major hotel development and
consent to allow wider roads (i.e., a four-lane
highway). These latter two items dominated the
community debate and were strongly partisan
issues. The sales rax proposal. by comparison, was
not debared, generated only one instance of minor
public opposition and appeared to be widely
regarded as noncontroversial. In the only public

me=ntion of child care during the referendum cam-
paign, an opponent of the housing tax accused the
council of purposely putting the two together to
assure passage “because {vou know} no one will
vote against babies.” Ulcimarely, the hotel passed.
the highway was defeated and the sales tax passed
by a modest margin with supporters across che
politcal spectrum,

Aspen’s dedicated sales tax will expire in 2000.
Community supporters are planning to campaign
tor renewal. probably in 1997 so thac, should che
first attempt fail. there will be other chances
before the tax expires.

Other Sites Wath Simtlar Straregy

Starting in 1995. a ciizen group in Boulder, Colorado.
spearheaded by a retired physician who had a passion
for establishing a universal maternal/infant home
visiting program, began to gather sufficient signatures
to put on the November (1996) ballor a sales tax
initiative' dedicated to young children. They have
succeeded in placing this on the ballot. The Children’s
Fund initiative asks voters to approve an increase in
the county sales tax of .1 percent for children two and
younger. This will generate an estimated $2.-4 miilion
per year. The revenue would be allocated in several
ways: 29 percent for home visiting; 25 percent to a
fund to match payment for child care services for
children two and younger (one-thitd from the fund,
one-third from the parent’s employer, one-third from
the child's parent); 2 percent for mediation for parents
who are preparing to divorce: and 5 percent to expand
the supply of infant care centers. The remaining 43
percent is not designated, except for the restriction
to benefit children ages two and under, and would be
distributed by an appointed board of seven members.

ottty

Virginia Newton, Director

Kids First

0405 Castle Creek Road. Suite 33
Aspen, CO 81611

Phone: (970) 920-53063

Fax: (970 920-95558

Frank Peters (former city councail member)
629 W. North

Aspen, CO 810611

Phone: (9701 925-11069

Bob McFarland, M.ID.. Director
National Parenting Communiey
2300 Kalmia

Boulder, CO 80304

Phone: (3L3) £43-8589

1 The Colorado legislature cranted iitiatine power 1o soters incounties m 1994 and resanded e by 19960
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STATE AND LOCAL SALES TAXES
Local Option Sales Tax (Ames, lowa

Dseripraan
In 1986. the state of lowa created the local option
tax. allowing localities to levy a 1 percent sales tax
on top of the 5 percent state sales tax. Local vorers
must approve the levying of the tax and the specific
purposes for which funds raised by it can be spent.
Ames and Sioux City were the first localities o
approve local option taxation. Ames’ referendum
proposed three broad categories: 60 percent to prop-
erty tax relief, 20 percent to community betterment
and 20 percent to arts and human services. which
included child care. The tax is collected locally and
remitted to the state, which returns it to localities
within each county proportionate to their populartion,
Ames, lowa, is a city of abour 48,000 that is home

to one of the campuses of lowa State Universiry. Nearly

half the population of Ames are university students.

When Evtaldished
Ames passed the local option tax referendum in 1987.

Ameant Generated Annnally
The local option tax generates over $3.2 million
annually. Each year, the 60 percent earmarked for
property tax relief goes directly into the city’s general
fund. The 20 percent allocated to arts and human
services amounts to about $640,000. The portion
for human services (over $450,000 annually) is
allocated among various human services programs.
In 1994-95, the ciry’s child care expenditures were
$87.976. In 1995-96, Ames’ child care expenditures
were $91,961. The amount of funding available is
directly related to sales tax receipts.

Nertdeen Fl(lh/(.ly
Child care centers and child care resource and referral
services have been funded.

Hote Funds Distrihured

The city council approves the distribution of all its
sevenue, including those generated by the local
option tax, through the annual city budget approval
process. The funds penerated by the local option tax
tor human services (20 percent of the total) are dis-
tributed through the city budget, but based on an

allocation plan recommended each vear to the city
council by the county-wide Analysis of Social Ser-
vices Evaluation Team (ASSET).

In Story County, the four major funders of
human services (United Way of Story County, Ames
City Council, Story County Board of Supervisors, and
the Government of Student Bodies of the Universicy
of lowa at Ames) pool their funds and cooperatively
allocate them. (The we al pool for 1995-9G was §1.4
million.) All human services funding requests from
agencies in Story County are made through ASSET.
The volunteer board of ASSET is an appointed body
of 16 members—four representatives are selected by
each of the funding partners. In addition, a represen-
tative of the county office of the state Deparcment of
Human Services sits as an advisory member of the
board. United Way manages the operations of ASSET.

Community agencies make annual requests to
ASSET for specific human services programs. Dut-
ing August and September, agencies are invited to
discuss their programs with the ASSET board. In
January, each is asked to make 2 budget presentation
for its program requests. Program requests are cate-
gorized in three “paneis”: community at large,
youth and services for the mentally/physically chal-
lenged. Child care is included in the youth category.
The appropriate ASSET panel evaluates requests,
taking into account the priorities of each partner
funder, the cost and quality of programs, and the
history and managemen: of applicant agencies; it
then prepares an allocation recommendation. The
full ASSET board makes the recommendation for
funding specific programs. The recommendation for
funding includes a total award amount for each pro-
gram, with this total apportioned among the four
funders. The complete human services allocation
plan is then forwarded to the partner funders. The
final step is for the governing body of each partner
funder to officially act to adopt (or amend) the allo-
cation plan recommended to it by ASSET.

Population Served

All children and families who use child care services
in the city of Ames are eligible to be served, regard-
less of income or reason for needing child care. The
city council has not imposed any restrictions besides
location in the ciry of Ames. The referendum autho-
.izing the local option tax did not impose any
rescrictions on the population to be served or the
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services to be funded. as long as they are within the
authorized broad categories.

Sevategre Constderattony

o In the state of [owa. the local option tax is part of
the nome rule, local control philesophy of govern-
ment. Sales taxes are broad-based and generally
regarded by the public as fair, so long as the per-
centage levied is low.

* The rationale for the 60/20/20 split that Ames
proposed was based on a political judgment about
how to appeal to the widest range of potential
supporters among the voting constituency.
Because affordable housing was a long-standing
community concern, property tax relief was a pri-
mary consideration and was designated to receive
the bulk of funds. .

 The mayor and city council reasoned that funding

broad categories (e.g., community betterment) and
diverse activities (e.g., the arts) along with the
familiar (e.g., human services) would generate the
broadest support. Real estate interests would support
tax relief; arts organizations would have a reason
to get involved in a public issue; human services
providers would support the referendum because
it represented a potential source of new funds.

Child care was included withour discussion as one

of many human services; child care concerns were

not influential in shaping the tax proposal or the
strategy for its passage.

o The sales tax 15 permanent, unless the city council
proposes a referendum to repeal it

m24

» The allocation method for human services funding
is now well-respected and considered to be fair. At
first, getting che political and civic leaders o give
up personal influence over funding decisions was
hard. Some of the larger, more savvy and well-con-
nected human services agencies resisted the change,
too. With the establishment of ASSET and a per-
manent source of dedicated public funds, human
services delivery and planning are working as etfi-
ciently as possible, according to political leaders.

* A potential downside may be that the 20 percent
allocation would not generate sufficient funds to
match needs. if human services needs were to
increase rapidly.

Other Sires With Similar Straien

None have been identified.

Contacts

Larry Curtis
Mayor of Ames, [owa
5195 Clark Avenue

Ames, [A 50010
Phone: (515) 232-4732

Fax: (515) 232-4756

Rich Lampkin

United Way of Story County (ASSET)
510 Fifth Street

Ames. IA 50010

Phone: (515) 232-2720
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STATE INCOME TAXES

States often penerate revenue for pro. s through
a volunrary income tax checkoftt. Forry-one stares
currently have tax checkoffs for more than 130
separate uses. The most common uses for the check-
off are political contributions. wildlite preservation
and child abuse prevention. Others include elder
care. Indran children, foster care and childhood dis-
ease funds. The only income tax checkoff for child
care 15 profiled below.

[}

STATE INCOME TAXES

Voluntary Income Tax Checkoft for Child Care
(Colorado?

Deeriprear:

Establishes a fund tor quality enhancement in licensed
child care programs tinanced through a voluntary child
care checkoff on Colorado state income tax returns.

Whew Enpililinhed

The proposal passed the state legislature in 1996,
and the funds will be collected staruing in the
spring of 1997 for the 19906 tax vear

Amgeni Genevated Amnieally

Estimates are that the checkoft will generate between
4250,000 and $500,000 each vear. In order to maximize
contributions, a coalition from the public and privare
sectors ro support the tax checkoft will be organized.

Sarzices Fundod

Funds generated by the checkoff will be used to support
professional development activities and training far
early childhood care and education practitioners,
program accreditation and other investments in
guality that have the potential to produce improve-
ments in child care services on a systemic level.

Huw Fund Dustrihierid

The fund will be administered by the Colorado
Children's Campaign. a statewide nonprofit organiza-
tion committed to improving conditions for children
in Colorado. A competitive application process and
an independent selection committee will be estab-
lished to make decisions regarding the disbursement
of funds to qualified applicants.

Population Sevted

Child care and early education tcachers and practi-
tioners. community-based Learning Clusters.,
resource and referral agencies, community colleges
and institutions of higher learning

U Colorado distrbutes tramng tands through Jocal Learmine Clusters, which are composed at early chsldhoad practitsoners and

parcnts who come together o rdennty therr traming needs and o deselop o phan to meet those needs
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Stratecae Constderatians

Colorada’s Business Commussion on Child Care

Financing—which was created by Governor Roy

Romer in 1995—made a series of recommendacions

aimed at improving the supply of high-quality,

affordable child care. The rax checkoff proposal was
one of the commission’s recommendations. Factors
to consider when exploring the feasibility of repli-
cating this strategy in another jurisdiction include:

e Using a tax checkoff strategy to generate funds is

often appealing because participation by a taxpayer

is entirely voluntary. Additionally, making a

contribution is very simple (the taxpayer simply

places a check mark in the box), and many indi-
viduals have the opportunity to participate.

Still, the participation rate in checkoff initiatives

tends to be low (around 1 percent). Checkoff pro-

grams do not produce a consistent or reliable
source of funding. The greatest support for these

is usually in the earliest vears, and thete is often a

quick drop-off.

« Even if it generates limited funds, a child care tax
checkoff has the potential to give greater visibility
to this issue.

» Withour strong maintenance-of-effort language,
funds from the volunrary checkoff could be used ro
supplant. rather than augment, current expendicures.

m26

Other Sites Waeh Srnelar Sivate
Colorado is currently the only state to use a checkott
for child care or early educarion.

Contact

Kathleen Shindler

Deputy Policy Director

Families and Children

Office of the Governor

136 State Capitol

Denver, CO 80203

Phone: (303) 866-3124

Fax: (303) 866-2003

E-mail: shindlerk@ capitol.state.co.us




TAX CREDITS, DEDUCTIONS

AND EXEMPTIONS

Individual income taxes are the primary saurce ot
revenue tor the tederal government. Forty-one states
tax individual income. After sales taxes, income
taxes are the largest source of revenue for states. At
both the state and federal levels, the total revenue
raised from individual income taxes are usually
about four times larger than the total generated
from corporate income taxes. Vatious credits
(against taxes owed) and deductions (from income
before computing taxes owed) are allowed by both
tederal and state tax codes. In contrast. the major
source of local revenue is from property taxes. Local
governments often ofter property tax abatements as
a way to encourage industry to locate or remain In
their area indror to spur expansion of existing local
busineeses. in chis sectian, child care measures
financed through credits, deducrions and exemp-
tions from income tax and property tax are profiled.

Personal income tax credits/deductions
The federal Child and Dependent Care Tax Credit
allows a credit for some of the expenses of work-related
child care. Twenty-five states and the District of
Columbia also have child care income tax provi-
sions—-tither credits (21 states and the District of
Columbia) or deductions (four states). All buc five
have child care tax provisions linked to some or all
of the provisions of che federal child care credit.
Nine states have no personal income tax, although
one of these has a refundable child care credit provi-
sion {Alaska). Seventeen states levy personal income
taxes but do not have child care tax provisions.

Generally, state tax provisions allow claims for
the same range of child care services as the federal
credit. Any legal form of child care used so that the
parent(s) can work is allowable: child care centers.
nursery schools, family child care homes. nannies.
relatives (nondependents over age 18) and day
camps (but not overnight camps). Arkansas is the
only state that structures its tax credit to recognize
q 1ality—the credit is doubled for families with
three- to five-year-old children enrolled in accredit-
¢d center-based child care.

Because it 1s especially well designed to benefit
lower-income families, the state of Minnesota's
income tax credit related to child care is profiled.
The “State Income Tax Provisions tor Child Care”
chart (see page 33) details the characteristics of each
state’s child care tax provisions. While all scates
with credits also cover the care of adult dependents,
the information below focuses on the child care
aspects of these tax provisions.

Personal income and

employment tax benefits

The U.S. Internal Revenue Service cade allows tax-
pavers o set aside up to $5,000 from cheir salaries
before taxes to help cover the cost of child care.
r:lder care or care of 4 disabled spouse or domestic
parcner if their employer has established an
approved dependent care assistance plan (DCAP).
Any employer—public or private, proprietary or
nonprofit—may establish a DCAP. Under a DCAP,
the employee’s pay is reduced by the amount desig-
nated by the employee, and these funds are set aside
in a special account to pay dependent care expenses.
The employee does not pay income or Social Security
taxes on these funds. The employer also saves its
share of Social Security taxes on funds placed in a
DCAP. (In some states, these tax savings apply to
state income taxes as well.) The state of New York's
DCAP is profiled as an example of structuring DCAP
policies and procedures to help lower-income workers
rake advantage of this tax benefit.

The DCAP is not a tax credit; it is a way to
reduce taxable income. As a result, it provides its
greatest benefits to families in the highest tax
brackets. Employers can, however, take steps to
make the DCAP more accessible and beneficial to
low-income families. The DCAP for employees of
the state of New York, profiled, is one example of
this approach. Con Agra Refrigerated Foods (see
the Con Agra Child Care Initiative, profiled on
page 68) is another employer that has successfully
used a DCAP to reduce the cost of child care for
employees with low and moderate incomes.

1 Parentest who partiapate 1 therr emplover < tederal dependent care assistanee plan may ot be imited o the benetie they recen
under their emplover s DCAP Thev may abo be entitded o atax credit under che tederal Child and Dependent Care ‘Tas Credit
PrOERAm (seC page 35 tor a protiie of that programi. I addioon, parents with low 1ncomes mav alo be enticded oatax credie

under the toderal Farned Income Tas Credie program
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Corporate Income Taxes

Another approach to supporting child care is
corporate tax provisions for employers. At least 14
states have established some form of an emplover rax
credit, which typically allows an emplover to claim
a corporate tax credit of up to 50 percent for the
cost of an employee child care benefit.

Unfortunately, these credits appear to have had
minimal impact. A 1989 study by the Child Care
Action Campaign (CCAC) found thar fewer than 1
percent of eligible employers actually took advan-
tage of the employer credits.” Even in Connecticut,
which has a relatively well marketed and quite
generous employer tax credit, only 49 out of 80.000
¢ligible companies claimed the credit in 1989.
Because comprehensive information on states that
have established employer tax credits is available
trom CCAC (see the appendix on page 119 for its
address), we elected not to include them in this
compendium. Instead, a lesser-known Colorado tax
credit that applies to any taxpayer—an individual or
a business—has been profiled. While this rax credit
currently is limited to enterprise zones, efforts are
under way to expand it statewide.

Local Business Property Taxes

The final entey in this section focuses on a local
property tax abatement in Texas that includes
potentially significant funds for child care. Local
vovernments often offer property tax abatements as
a way to encourage industry to locate (or remain) in
their area and or to spur expansion of existing local
businesses. Special funds o help support child care
may be ncluded in these abatement agreements.
Child care 1s viewed in this context as 4 necessary
part of & community’s cconomic development strate-
uv. Rather than being viewed as an expenditure for
hild care, the tax abarement strategy approaches
these costs as part of the overall incenove package.

TAX CREDITS, DEDUCTIONS AND
EXEMPTIONS (Personal Income Taxes)

Child and Dependent Care Tax Credit (Federal)

Description

The federal Child and Dependent Care Tax Credit
(CDCTC) allows all families with child care expens-
es to claim a credit against federal raxes owed equal
to a percentage of their employment-relared expen-
ditures for any form of child care—if both parents
are working or, in the case of a one-parent family, if
that parent is in the workforce. Children must be
under age 13 and live with the parent(s) claiming
the credit. The law limits creditable expenses to
$2.400 for one child and $4.800 for two or more
children. The expense limits were set in 1981 and
reflected average prices for care .t that time. The
credit is not indexed for inflation as other parts of
the tax code are (e.g., the personal exemption, stan-
dard deduction and earned income tax credit).

The credit declines as income rises:

Adjusted
£1oss income

Percentage of
credit allowed

below $10,000 309%
$10,000-512.000 296
$12.000-514.000 28
$1-1.000-816.000 27
$16.000-518.000 267
318.000-520.000 254%
220.,000-822,000 R
$22.000-32-+.000 2377
$2-1,000-826.000 227
$£26,000-328,000 21
above $28.000 2007

The maximum credit of $720 for tamilies with
one child, or 1440 tor families with two or more
children. 1s available to families with incomes below
S10.000 (who are able to spend up to che limics).
However. in practice, virtually no famulies are able
to claim the maximum credit because tamilies with
ncomes this low are unlikely to be able to spend o
the expense hmit, and they often have no tax hability:
In 1995, 1 one-parent family with one child would

S buben D Cand B Resman Nevemer FOSOF apeacr Loy Cradue tor Ciadd Care Ao Lodieizny NY Chuld Care Action
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not owe federal income taxes until their income
exceeded $11,000. The maximum credit for families
with incomes over $28.000 is either $480 for fami-
lies with one child or $960 for families with two or
more children.

Whon Estalilished

The 1954 revisions to the federal tax code added a
provision to allow a tax deduction for certain
employment-related child/dependent care expenses.
The deduction was converted to a credit in 1976.
Expense limics were raised, the sliding scale was
established, and the maximum credit was raised to
30 percent beginnming with tax year 1982. In tax
vear 1983, the credit became available to taxpayers
filing the “short” tax recurn form (1040A).}

Aniviont Generated Anntally
The estimated federal revenue loss associated with
the CDCTC was $2.8 billion in federal tax year
1994 —significantly lower than con:parable levels
for 1988, when the cost of the CDCTC was $3.8
billion. The federal Family Supporc Act of 1988,
among other changes, modified the IRS code to pro-
vide thar a taxpayer would not be eligible for the
CDCTC unless the tax return included the name,
address and taxpayer identification number of the
dependent care provider. In apparent response, the
number of returns claiming CDCTC dropped from
9 million in 1988 to 6 million in 1989.°

There is no cap on the number of families who
may participate or the toral amount that all families
collectively may claim. The only limits are those on
expenses that may be used to calculate the credit
(described above), and che requirements for claiming
the credit, which may deter some from using it,
such as the need to have a provider’s tax identifica-
tion number and to file the necessary forms as an
employer if in-home care is used. (If the provider is
a nonprofit corporation, then parents are not
required to supply the tax identification number.)

Sertrces Funded

Generally, the credit can be claimed for any form of
child care, in-home r out-of-home, that is employ-
ment-related; if the provider cates for more than six
children, the provider must comply with applicable
state and local laws and regulations. The taxpayer
must have paid for the care, and must supply the
name and taxpayer identification number of the per-
son or organization that provided the care. The cost
of care claimed cannot exceed the earned income of
the lower-earning spouse.

How Funds Drstributed

Expenditures are made throughout a year and the
rax credit is claimed on the annual income tax
return for that year due in mid-April of the follow-
ing year. Rather than receiving a larger refund long
after having paid for the child care, taxpayers who
can predict their child care costs may choose to
adjust their federal tax withholding amounts to
account for the credit, thus receiving the benefits
throughout the year.

Population Served

All families with federa! tax liability and employ-
ment-related care expenses can claim the credit
within the limits described. All types of child care
qualify for the credit.

Families with very low incomes cannot take
advantage of this credit because they owe no federal
tax and the credit is not refundable. For example, a
single-parent family with one child owes no tax
until their adjusted gross income exceeds $10,750.
A two-parent family with one child owes no federal
tax until their adjusted gross income exceeds $14,000.

Strategic Considerations

* Because the credit is available to all families for all
types of child care, it appeals to 2 wide constituency.

¢ As part of the tax code, it is easier to administer than
are direct-benefit programs that require more staff.

1. If the parent(s) participate in their employers’ federal dependent care assistance plan (DCAP—sce page 35 for a profile of this
benefit), the parent(s) ate required to offser what they recesve under the DCAP with this tax credst program. In some circum-
stances, the parent(s) may not be able to collect both benefits. In addition, parents with low 1ncomes may also be entitled ro a

tax credit under the federal Eamed Income Tax Credir program.
Caspar, L, M. Hawkins and M O'Connell. 1994, Wha's Mmding the Kedi - Washingon, DO U S, Department of Commerce,

Bureau of the Census

5 1§ House of Representatives, Committee on Ways and Means. 1994 Otertzew of Entitlement Programi- 199+ Green Book

Washington, DC: VS, Government Printung Oftice
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New Public Revenue

* Historically, tax provisions have been stable fund-
ing mechanisms because they are not subject to
the debates of regular reauthorization or annual
appropriations.

e The rax credir (along with the federal dependent

care assistance plan) is currently the only source of

federal support for the work-related child care
expenses of middle-income families. Such tax pro-
visions are evidence of public support for the nec-
essary expenses of working that all families wich
young children incur.

The federal tax code includes other credits that are

refundable, e.g., the federal earned income tax

credit, which is refundable and capped, and is
designed with a sliding scale benefiting lower-
income families the most. Although the child care
credit is available ro families of all income levels,
because the credit is not refundable, families
owing little or no tederal tax cannot take full
advantage of it. About 60 percent of the credit’s
benefits go to families with incomes under
$50,000.* Just under S percent of the benefits go
to families earning less than $15,000." While
lower-income families apparently derive greater
percentage benefits, actually they are unlikely to
be able to afford to spend enough to take full
advantage of the crediz.

Relative to the current average price of child care,

the amount of benefit a family receives through

the tax credit is small. Moreover, because the cred-

it is not indexed. the benefits it provides diminish
over time. However, the tax credit is helptul if a
family has federal rax liabilicy.

o The credit treats all forms of child care equally.
that is, the credit does not favor one form of care
over another. Furthermore, the credit is not affected
by the quality of child care used. Unlike federal
mortgage interest deduction, which provides a
significant enough benefit to affect consumer
behavior, the value of the child care credit is
probably too small an amount of money to affect
consumer choices in the direction of purchasing
higher-cost or better-quality child care.

There have been efforts to phase out the credit for
higher-income families (e.g., phasing out the cred-
it for families with incomes over $60,000 was one
of hundreds of oprions for reducing the deficit
that were presented to Congress by the Congres-
sional Budget Office {CBOY} in early 1995°). Thus
far, these efforts have been unsuccessful. Advocates
in the child care community have opposed these
changes because the expected savings realized
from phasing out would not have been redirected
within the child care credit program.

®

Contact

Nancy Duff Campbell
Nacional Women's Law Center
11 Dupont Circle
Washington, DC 20036
Phone: (202) 588-5180

Fax: (202) 588-5185

¢ Congressional Budget Office. 1995 Reducng the Dtz Spending and Revene Optome, p. 349, Washingron. DC.U'S Government

Printung Otfice

S Gold, SD L and DS Labschute. 1996 Stute Tux Redter 2oy 5 P Albany. NY Center tor the Study o the States, Racketeller

InS”IU(l’ ot Crovernment

. Congressional Budget Otfice 1995 Reducine the Detust: Spending and Raenue Uptiom. p. 149 Washington, DC US Government

Printing Otfice
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TAX CREDITS, DEDUCTIONS AND
EXEMPTIONS (Personal iIncome Taxes)

Child and Dependent Care Credit (Minnesota)

Descrapraon

Minnesota allows families with child care expenses
to claim a refundable child and dependent care tax
credit against state personal income taxes owed. The
credit is on a sliding scale favoring lower-income
families and has income limits indexed for inflation.
Minnesota also provides a credit for families with an
infant (born during the tax year), regardless of
whether they had child care expenses, and provides a
credit for operators of licensed family child care
homes to claim a credit for their own children who
are under age six.

When Established

Minnesota's child care credit was established in
1977. The provision for family child care operators
took effect for tax year 1992; the infant credit took
effect for tax year 1994.

Amount Generated Annually
Like the federal tax provisions, Minnesota’s state
child care tax benefits are not capped in terms of the
total numbser of families who may file for them or
tlie total amount claimed by all filers. In 1994, the
child care tax credit was claimed on 38,949 Min-
nesora tax returns for a rotal of $12,256,000.
Minnesota's tax credit is targeted to help lower-
income families. For tax year 1995, families with
incomes under $16,050 are generally eligible for the
maximum state credit—100 percent of the federal
credit for which the family would have been eligible.
Families who cannot claim the federal credit because
of their limited federal tax liability remain eligible
for the state credit. Thus, the maximum amount a
family may claim as a state credit is $720 for one
dependent and $1,440 for two or more. Families with
incomes over $29,700 are not eligible for the state
credit. In between these income levels, the credit
amount Jeclines proportionately as income increases:
for every additional $350 of income, the credit declines
by $18 (or $36 if the claim is for two or more depen-
dents). Minnesota's credit is refundable, making it
valuable for low-income taxpayers who owe no taxes.
{Six other states have refundable child care credies.)

Minnesota extended its credit tc licensed family
child care providers (who are income-eligible) for
the care of the provider's own children under age
six. For children under 16 months of age, the credit
is claimed based on expenses of $2,400. For a child
between the ages of 16 months and six years, the
credit is based on the amount the provider would
have charged to care for a child the same age and for
the same number of hours of care.

Minnesota's credit permits an income-eligible,
married-couple family with a newborn (i.e., an
infant born during the tax year) to claim a credic
based on $2,400 of expenses even if the family had
no child care expenses.

Services Funded
Generally, state tax provisions allow claims for the
same range of child care services as the federal credit.
Any legal form of child care used so that the parent(s)
can work is allowable: child care centers, nursery
schools, family child care homes, nannies, relatives
(nondependents over age 18) and day camps (but
not overnight camps). Arkansas is the only state
that structures its tax credit to recognize quality—
the credit is doubled for families with three- to five-
year-old children enrolled in the Arkansas quality
approval system.

Minnesota allows taxpayers to claim a credit
based on the same expenses as those eligible for the
federal credir.

Hou' Funds Distributed

Child care expenses are paid throughout the year,
and the tax credit is claimed on the annual income
tax return. Taxpayers who can predict their child
care costs may choose to adjust their state tax with-
holding amounts to account for the credit, thus
receiving the benefirs throughout the year.

Population Served
Minnesota has limited its tax credit to lower-income
families; families with incomes over $29,700 zre not
eligible for the credit. Seven states (including Min-
nesota) cap their child care tax credit by imposing
an upper income limit. Most states follow the federal
model and allow families at all income levels to
claim the credit.

Like nearly all other states with child care rax
provisions, Minnesota’s tax credit applies to child

3im
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care tor children up to age 13 vears, the same age
limit as the federal credit.

Strategne Constderations

¢ Gererally, the justification for state child care tax

credits is similar to that for the federal credit. Tax

credits are public recognition of the work-related
expenses that families with young children incur.

Child care tax provisions are one of many strate-

gies to help families afford child care. Tax credits

r ay be more politically feasible than direct spend-

ing in the current anti-tax, budget-cutting climate.

Tux credits alone are insufficient for lower-income

families. The actual benefits often are too small to

help che lowest-income families, and tax credits
do not directly influence the quality of child care
chosen by a family.

In general, deductions are worth much less to

taxpayers than credits, and deductions favor higher-

income taxpayers over lower-income ones.

State tax provisions that are directly linked to the

federal provision share the strengths and liabilities

of the federal credit. The federal credit is on a sliding
scale favoring lower-income families and is avail-
able to all families. However. the federal credit is
not refundable and is not indexed for inflation.

e States with tax credits linked to the federal credit
can minimize the downside by basing their credits
on either the eligible federal expenses or the potential
credit (racher than the actual federal credit). This
will enable families who cannot claim the federal
credit to benefit from the state credit.

s State tax credits that are refundable help lower-

income families who may have no tax liability.

To ensure that all famrlies are aware of child care

tax credits, the tax credit should be incorporated

nto both the “long” and “short” tax return forms.

Many lower-income families use the short form, so

it 1s particularly important to include the rax

credit there.

|32

* Expense limits that reflect the average cost of
good child care in the state and are indexed for
inflation will help families more than fixed
expense limits.

» Srates can target assistance to lower-income families
by offering credits instead of deductions, making
the credit refundable, indexing the credit for
inflation, using sliding scales that favor lower-
income families and putting the tax credit on the
short form.

e A few state child care tax provisions are designed
to “sunset.” For example, California had a modest
credit that expired at the end of 1993 and has not
been reenacted. Montana’s child care deduction
expired in 1994. Most states’ child care tax provi-
sions are permanent.

Other Sites With Similar Strategy

As noted above, 25 states and the District of Columbia
have child care income tax provisions. See page 33
for a chart summarizing child care tax provisions for
all scares.

Contacts

Nancy Duff Campbell
National Women's Law Center
11 Dupont Circle
Washington, DC 20036
Phone: (202) 588-5180

Fax: (202) 588-5185

Minnesota Department of Revenue

Mail Station 5555

10 River Park Plaza

St. Paul, MN 55146-5559

Phone: (612) 296-3781 ar (800) 652-909+4
Fax: (612) 297-7430
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STATE INCOME TAX PROVISIONS
FOR CHILD CARE' (1995 unless noted)

States Type of Description Refundable? Income cap? Maximum
(with personal chiid care benefits
income taxes)?  provision S e .
Alabama none
Alaska credit 16% of federal credic ves no $115/8230
Arizona none
Arkansas credit 10% of federal no. except no $144/8288
credit; 209 if accredited
accredited center preschool
for 3- 10 5-year-olds
California none
Colorado credit 50% of federal credit yes $50.000 $560/8720
(19906) <$25.000; 30% of
federal credit for
$25.000-835.000:
10% of federal credit
for $35.000-850.000
Connecticut none
Delaware credss S0% of federal credit no no $360/8720
District of Columbia credit 32% of federal credit no no $230/$461
Georgia none
Hawaii credit 25% of eligible nses yes no $600/$1,200
for <$22,000, sliding in
$2,000 income increments
to 15% for incomes
> $40,000
ldaho deduction deduct expenses no no $197/$394
eligible for federal credit
{llinois none
Indiana none
Towa credit 75% of federal credit yes $40,000 $540/$1,080
<$10,(X)0 ar
: 65% Hoc:$10,000-$20,000
 $%9¢ for $20,000-$25,000
* 50% for $25,000-$35,000
40% for $35,000-$40,000
Kansas credit 25% of federal credit no no 3180(3560
Kentucky credit 20% of federal credit no no $144/$288
Louisiana credit 10% of federal credit, no no $25/825
but not >$25
Maine credit 25% of federal credit no no $180/$360
Maryland deduction deduct eligible no no $144/$288

) Thes chart was compiled trom two main sources aug
steinschneider. Campbell and Withiams. 199+ Making care
W ashington. DC: National Women's Law Center: ard Gold and Liebsch
Rockefeler tnsutute of Government, Center tor the Study of the States

> Nne states do not tax personal mgnme: Alaska. Flonids, Nevada. N

and Wyoming

federal expeases

DEST COPY AVAILABLE

mented by telephone interviews. These sources are.
lets taxeng: improveng siate child and dependent cave tax protision:
utz 1996, Staie tax relct tor the poor. Albany, NY

ew Hamphshire. South Dakota, Tennessee, Texas. Washingron

33s




STATE INCOME TAX PROVISIONS
FOR CHILD CARE' (1995 unless noted)

New Public Revenue

States Type of Description Refundable? Income cap? Maximum

(with personal child care cnefits

Income taxes)*  provision £ roore e

Massachusetts deduction deduct maximum of no no $143/$286
$2,400 or $4,800

Michigan none

Minnesota credit 100% of federal credit yes $29,700 $720/$1,440

<$16,050; sliding in $350
tncome increments to no
credir for incomes

over $29,700
Mississippt none
Missouri none
Mentana none
Nebraska credit 25% of federal credit no no $180/$360
New Jersey none
New Mexico credit 40% of eligible expenses yes $17,680 $480/$960/
up to $8/day $1,200 (3+)
New York (19903 credit 6077 of caleulated federal ves no 3432 380+

credit < $10.000 shiding 10
equal increments to 207
tor incomes over $14,000

North Carolina credit For incomes <$25,000: ‘no no $312/$624
13% of federal expenses for
child <7 years and 9% for
child 7 or older
$25,000-$40,000: 11.5%
for <7 and 8% for 7+
over $40,000: 10% for
<7 and 7% for 7+

North Dukota note
Ohio credit 35% of federal credit for no $10,000 $252/850-4
<$20,000
25% for $20,000-$40,000
OKlihoma credit 2007 of tederal credit no no 144 8288
Oregon credit 30% of federal expenses no $45.000 $72081 4440
for <$5,000
15% for $5,000-$10,000
8% for $10,000-$15,000
6% for $15,000-825.000
5% for $25,000-$35,000
4% for $35.000-$45,000
Pennsyvania none
Rhode Island credit 27.5% of tederal credit no no $198/8390
South Caralina wredie ~ o chigble no 10000 S1OR S350
tederal expenses
Utah none
Vermont credit 2805 of tederal credie no no S180 3360
Virginia deduction deduct eligible no no 3138/8276
federal expenses
West Virgnina none
Wisconsin none

I i




TAX CREDITS, DEDUCTIONS AND
EXEMPTIONS (Personal Income and
Employment Taxes)

Federal Dependent Care Assistance Plan
(New York State)

e sCrIplink

New Yo,k State has established a flexible spending
account for its employees—called the Dependent Care
Advantage Account Program (DCAAccount). IRS
rules specify that employees must pay their dependent
care expenses and then request reimbursement from
the pre-tax funds chey have set aside through payroll
deduction. The DZAAccount program has taken
some unique steps to greatly reduce the time between
pavment and reimbursement, which makes partici-
pation in the program feasible for moderate-income
tamilies. New York State allows tunds set aside in «
DCAP to be exempt from state income taxes as well.

When Established

The plan was implemented in 1991 as a result of
collective negotiations berween New York State and
its major public employee unions.

Amount Genevated Annually

The average participant will have saved $1,500 in
combined federal and state personal income taxes for
the tax ve.. 1996. Although the state loses state taxes
on the amount participants set aside, it saves federal
Social Security (FICA) taxes on these funds. (In 1995,
New York State saved approximately $862,000 in
federal FICA taxes.) Projections indicate that for fiscal
year 1996, the FICA savings will exceed the loss in
state tax revenue, resulting in a cost-positive program.

Sert s Funded

Funds may be set aside if they are used to pay for
care of a child under 13 years of age (children with
special needs may be older) who 1s a dependent by
federal tax rules, or for an adult dependent who is
unable to care for him- or herself. These services
may be provided in the home or in another child
care location, but not by someone who is claimed as
a dependent for tax purposes. The taxpayer must
provide the name, address and Social Security num-
ber or taxpayer identification number) of the
dependent care provider.

Hu Fundy Doevibnncd

The New York State Labor/Management Child Care
Advisory Committee (NYSLMCCACQC) oversees the
program. Claims are reviewed and processed by a
third-parcy administrator under contract with the
Governor's Office of Employee Relations on behalf
of the NYSLMCCAC.

Popuc.atien Sereed

All state employees, including employees of the leg-
isiature and the Unified Coure System. are eligible
to participate. More than 3,000 employees currencly
are enrolled. Most participating employvees have
annual incomes above $25.000.

Sivategre Comsaderationm

NYSLMCCAC wanted to establish a work/family
benefit that was available to a wide group of tami-
lies. not just those who had children enrolled in
cheir network of work-site child care centers.
DCAAccount funds may be used in a wide range of
child and elder care settings. In considering this
strategy, the following issues should be explored:

* Many employees find it difficult to wait for reim-
bursement of their child care expenses. To help
alleviate this problem, NYSLMCCAC staff have
worked closely with the DCAAccount third-party
administrator to ensure s quick and efficient
reimbursement process. These featuses include: a
toll-free fax line for reimbursement claims; direct
deposit of teimbursement and daily check-writes
or wire transfers; and no minimum restrictions for
reimbursement. A toll-free hot line for questions
or problems is also available.

Employees often do not have the cash flow neces-
sary to cover the “double hit” that occurs in
administration of a dependent care assistance plan
program. In other words, participants must pay
their child care provider and have sufficient funds
in their account through payroll deduction before
thev can be reimbursed for eligible expenses. To
minimize this problem, NYSLMCCAC does not
make payroll deductions from the first or last
paycheck of the plan year. This allows users to
accumulate eligible expenses and submit a reim-
bursement claim form prior to the first pavroll
deduction and also enables emplovees to have full

pavchecks duning the hohday season.
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New Public Revenue

¢ Many employees are concerned about the IRS “use
it or lose it” rule, which requires that they spend
the full amount set aside for dependent care
expenses or forfeit these funds. To help address
these concerns, NYSLMCCAC staff contact each
employee (by certified letter and/or phone) who
still has funds in their account at the end of the
plan year to ensure that they understand the IRS
rule and have the opportunity to expend any
unused funds before the deadline.

In some cases, using the federal and state depen-
dent care tax credit provides greater tax benetits.
Families need to carefully analyze the rax benefits
of various approaches, a process that can be com-
plex. NYSLMCCAC offers employees assistance in
conducting chis analysis and making a decision
about how much money to set aside.

Nationally, dependent care assistance plans genet-

ally do not benefit employees with annual incomes
below $20,000. These employees typically f.nd
greater benefit from using the federal child and
dependent care tax credit. The income cutoff is
even higher in states that have established a stare
dependent care tax credit. NYSLMCCAC reports
that New York State families must have incomes
above $25,000 before participation in a dependent
care assistance plan results in a significant tax savings.

m 36

Orher Sires Wuth Somuliar Stvineey

At least 306 states have established dependent care
assistance plans for some or all state employees.
including the states of: Alaska, California. Colorado.
Florida, Georgia, Illinois, lowa, Kansas, Kentucky,
Maryland, Massachusetes, Michigan, Minnesorta,
Missouri, Mississippi, Montana, Nebraska, Nevada,
New Hampshire, New York, North Carolina, North
Dakota, Ohio, Oklahoma, Oregon, Pennsylvania,
South Carolina, S- 1ch Dakota, Tennessee, Texas,
Utah, Virgin Islands, Vermont, Washingron, Wis-
consin and Wyoming. Many private employers have
established DCAPs as well. See the Con Agra Child
Care Initiative, on page 68 of this report, for further
informatior: on a private-sector plan that benefics
employees with low and moderace incomes.

Contact

Regina Pollack

Assistant Staff Director

New York State Labor/Management Child Care
Advisory Committee

South Swan Street Building

Core 1, 2nd Floor

6 Empire State Plaza

Albany, NY 12223

Phone: (518) 473-8091

Fax: (518) 473-3581

E-mail: regina.pollack@ groer.mailnet state.ny.us




TAX CREDITS, DEDUCTIONS AND
EXEMPTIONS (Corporate Income Taxes)

Enterprise Zone Contributions Tax Credit
tColoraday

Do
Colorado’s enterprise zone law created a state income
tax credit to encourage taxpayers to make contributions
to assist enterprise zones in implementing their cco-
nomic development plans and to promote child care
in enterprise zones. The amount of the credit is 50
_percent of the value of cash contributions (up to a
maximum of $100.000 per vear) and 25 percent of
the value of in-kind contributions. If the credit
exceeds the concributor’s Colorado income tax hiabihey,
the excess credit may be carried forward up to five vears.

W Eiaidndnid

Child care contributions made to enterprise zone
administrators on or after May 24, 1990, may quah-
ty tor the credit.

Ameaont Generated Annaally
S1 4 million was generated for child care programs
and services in calendar year 1995,

Serircer Funded

Contributions may be made for the following pur-
poses: establishing a child care facility: training
child care providers; establishing a fund for making
grants or loans to parents residing or employed in
the zone; and establishing a child care information
dissemination or referral program.

Hote Fands Dotribuied

The contribution must be made directly to a desig-
nated enterprise zone administrator. The administra-
tor certifies that the purpose of the contribution is
to promote child care in the zone and then transters
the funds to the child care program specifically
named by the taxpayer

Popudarion Sereed

Either the child care facility to whom the contribu-
tion 18 targeted must be located 10 an enterprise
sone or the parent or triunee (wha receives scholar-

ship funds) must reside or be employad in the zone

Fan

o<

Nevsest Cothviderdldiod,

The credit was initiated by a group of individuals
interested in expanding the supply of child care—and
promorting empioyer-supported child care 1n partic-
ular—in the state of Colorado. A tax credit mechanism
for the cconomic development zones already existed.
and 1t made sense to expand it to include child care
racher than establish an entirely new credit.

Several revisions to the Colorado law are currencly
besng explored. including proposals to reduce the
credit from 50 percent to 23 percent. In considering
this strategy. the following issues should be explored:
» A strength of chis approach is chat it builds on
the voluntary sector (that is. it isn't perceived as a
government program and allows taxpayers to choose
where they want tax tunds to go). Some policy
makers are concerned, however, rhat allowing tax-
pavers to choose where tax funds go undermines
their role in allocating resources.

Limiting the credit to economic development zones
is inequitable. There is often a geographic mismatch
between zones and child care needs. Colorado’s
Business Commission on Child Care Financing
recommended that the credit be expanded
statewide. The proposal is under consideration.
e Using the zone administrator as a “middleman”
for distributing funds is cumbersome, increases

administrative costs and discourages smaller
contributions. Handling the paperwork for these
contributions (especially if they are small) can be
a headache for a zone administrator, who typically
knows very little about child care. To this end, the
state is considering an amendment to allow funds
to be contributed directly o the child care program
rather than passing through the zone administrator.

Other Suc Wark Sonilir Strangy
None have been identified.

Coantic!

Evan Metcalf

Enterprise Zone Coordinator
Colorado Department of Local Affairs
1625 Broadway, #1700

Denver, CO 80202

Phone: (303) 892-3840

Fax: (303) B92-3725

E-mail: emetcaltte csnanet
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TAX CREDITS, DEDUCTIONS AND
EXEMPTIONS (Local Business Property Taxes)

Property Tax Abatement (Travis County, Texas)

Description

The Texas State Legislature has enacted laws to
allow local governments to offer incentives to attract
new companies and expand existing ones. Travis
County recently executed its first tax abatement
agreement with the Samsung Austin Semiconductor
Company.' Establishment of a dedicated fund to
support job training (including child care costs) was
part of the agreement.

When Established

In 1995, Travis County elected to participate in the
tax abatement process, and established guidelines
and criteria for approving abatements. In 1996, the
county executed its first tax abatement agreement
with Samsung.

Amount Generated Annieally

Under the abatement agreement, 100 percent of the

property taxes owed by Samsung will be apportioned

as follows:

40 percent  baseline tax abatement (incentive for
locating in Austin)

15 percer. additional tax abatement “bonus™ if
Samsung fills {0 percent of jobs with
targeted workers

20 percent  waxes set aside (by county) to support job
training of targeted workers, including
the cost of child care

25 percent taxes transterred to the county
general fund

While the total property taxes owed by Samsung
have not been determined (because the facilicy hasn't
been built vet), it has been estimated thar the abate-
ment agreement will generate at least $1.5 million &
vear for job tramning, including child care. The
dbatement will be in effect for 10 vears. The precise
amount set aside for child care wall depend upon the
number of individuals who participate in job train-
ing and need child care.

Sertrs Fanded

Subsidized child care for cargeted workers partici-
pating in job training programs designed to help
them obrtain che skills they need to work for Sam-
sung and other employers in Travis County.

Hue Fundy Distributed

Samsung will work with the Travis County Work-
force Development Board to identity and support
job training programs that are approved by the
county and are appropriate training for prospective
staff, Support services, including child care, will be
part of this agreement. Property taxes will be paid
by Samsung to Travis County. The county will use a
portion of the taxes it collects from Samsung to pay
for job training programs and other support services
for targeted workers.

Pupulation Seried

Child care will be made available to targeted workers.
The term “targeted workers™ includes individuals
who: reside in Travis County with a family income
ac or below 80 percent of the county median income.
or reside in public housing, and are trained in a
Workforce Development Board training program or
any other training program approved by the county.

Stratevns Considerations
The tax abatement is designed to ateract “high-tech”
companies who are willing to create new jobs, hire
targeted workers and make a capital investment of
at least $250.000 per new job created. The job training
set-aside was included to ensure that low-income
individuals who currently reside in Travis County
are able to apply for the new jobs racher than che
compuny’s drawing employees trom other areas. Child
care is a critical component because many individuals
are unable to participate in job training programs
because they cannot afford child care. In considering
this strategy. the following issues should be explored:
* The strategy ties child care directly to economic
development. Tt isn't a separate child care inigacive.
but an integral part of a community investment
plan. Rather than being viewed as an expenditure
for job training and child care, the tax abatement
strategy approaches these costs as part of the over-

A meentive package.

I At the nme ths profile was prepared, Trasis Couney was 1o the process ot negotanne 4 aimnlar cax abatement agrecment sath

anacher high-terh company, Photronics
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e Including child care 1n an 1mtial tax abatement
agreement can help lay the groundwork for future
investments 1n an emplover-supported child care
benetit once the employees are hired.

The strategy is viable only in areas of high growth.
Communities that can employ this strategy eftec-
uively must have the capacity to ateract companies
that are large enough employ a significant number

Contact:

Samuel Biscoe

County Commissioner, Precinct One
Travis County Admimstranive Building
314 W. 11ch Streer. Room 510

P.O. Box 1748

Austin, TX 7876~

Phone: (51 2) 473-91 11

of people, target a percentage of cheir jobs to Fax: (512)473-9535
low-incgme individuals and invest in training
those individuals. Verna Browning

Travis County Human Services Department
Travis County Administrative Building
P.O. Box 1748

Austin, TX 78767

Phone: (512) 707-3200

Cther Sites Waeh Similar Stvateg)

Maanv states and communities have tax abatement
laws. The extent to which these policies include a
set-aside for child care and-or job training is unknown.
Connecticut allows cities to provide property tax
exemptions to businesses that offer child care ser-
vices to town residents.

Some cities and counties have the capacity to
create redevelopment agencies that earmark increased
local tax revenue and use these earmarked funds to
support capital construction projects in distressed or
blighted communities. The Los Angeles Community
Development Agency has, for example, established a
policy that recognizes child care as a fundamental
tool in achieving the goals of redevelopment agencies.
Additionally, the redevelopment agencies in several
California cities have begun to establish “fund-
swapping” agreements berween the redevelopment
agency and the local government that can help make
operating funds available to child care and early
education programs.-

* For turther intormation. see Linkoe Chudd Care Detcdoprient and Prbin Sector Redevdoprien: by | E Stokiey. The Nanional Economie
Development and Law Center, Qukland, CA 8100 25122600
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New Pubiic Revenue

FEES AND LOTTERIES

While sales taxes are the major source of state revenue.
and property taxes are the primary source of revenue
for localities, another way in which states and localities
can generate revenue is through fees. Fees typically
are charged to cover all or part of the cost of providing
a service, such as producing birth certificates or
granting licenses to practice an occupation. Fees may
be charged for the use of a public facility, such as a
park or swimming pool, or for a parricular public
service, such as garbage collection or water.

Charging fees for child care licensing is becoming
common. Revenue from these fees may be used to
help offset che cost of licensing or, as in the Virginia
profile included in this section, to generate revenue
for other child care quality-improvement activities.
Fees may be generated by one enterprise and used to
fund another unrelated activity. Massachusetts will
use revenue generated from vehicle license plate fees
to support a fund for child care improvement.

To generate revenue for public services 37 states
have established lotteries. In 1993, states realized profics
of $9 billion from lottery ticket sales of $25.2 billion.
On average, 36 percent of lottery sales is transferred to
government as profit, 14 percent is used to cover oper-
aring expenses and commissions, and 50 percent is used
to pay prizes. Twelve states deposit lottery profits in
the general fund. Twenty-four states earmark lottery
profits for a specific purpose, including: education
(California, Florida, 1daho, Illinois, Massachusetcs.
Michigan, Montana, New Hampshire, New Jersey,
New York, Ohio and West Virginia); state building
tunds (Colorado, Idaho, Kansas, Maryland and South
Dakota); economic development (Arizona, Kansas
and Oregon}; parks and natural resources (Colorado,
Minnesota and West Virginia) as well as local trans-
portation, law enforcement. senior citizen services and
property tax relief. Earmarking lottery protits does not
suarantee, however, that these funds will be used to
increase or improve services. In many cases, earmarked
lortery profits are used to replace general tund dollars
that are reallocated to other programs.” Two states that
use lottery funds to support their prekindergarten
programs are profiled—Georgia and Florida.

FEES AND LOTTERIES
Child Care Licensing Fees (Virginia)

Description

The state of Virginia collects an annual fee from each
licensed child care center and family child care home.-
Annual fees are based on licensed capacity and range
from $200 for a center with a capacity of more than
200 children to $14 for a licensed family child care
home. Family child care systems pay an annual fee
of $70. Short-term programs (such as summer camps)
pay $25 per year if they serve up to 50 children, and
850 per year if they serve more than 50 children.

When Establiihed
Legislation establishing the fees was passed in 1983
and was implemented in 1984.

Amonnt Generated Annually

Revenue from child care licensing fees averages
$250,000 per year. These fees are generated from
approximately 2,300 licensed centers and 1,200
licensed homes.

Seveaces Funded

Licensing fees are used to support training work-
shops, “train the trainer” sessions, and training and
technical assistance materials for licensed child care
centers and family child care homes. (Additionally,
the Division of Licensing has used funds from the
tederal Child Care and Development Block Grant to
support training and scholarship opportunities tor
all child care providers—including registered tamily
child care homes and providers that are exempt from
licensing—and consumers of child care.)

Hote Fands Divvidaned

The Division of Licensing—through contracts with
private entities or by using 1ts own staft—develops
training curricula and delivers truining. Training on
a wide range of topics is made available to scaff and
directors of all licensed child care programs in che
state. Training topics are identified based on tormal

1 Natonal Conterence of State Legislatures Legnorrer Vol 30 No 25, June July 1995

2 The erm Chicensed child care center” includes mose aursery schools, school-age duld care programs, Head Starc agences and many

summer camps. The term “Heensed tamidy duld care home " mcdudes only homes thae care tor sis to 12 chiddren Virgia has g
voluntary registration system tor tamidy cld care homes that care tor tewer than six culdreen. Registered providers are not

required ta pay a heensing tee
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and informal needs assessments conducted with
child care providers. Division of Licensing program
staff and the Child Day Care Council.

Populareon Sevied

Funds generated from licensing tees are used to
support training of licensed child care centers and
family child care homes. Other federal or state tunds
may be used to support training for regulation-
exempt providers and consumers.

Straterse Constdevatim.

The Virginia Legislature began to consider a proposal

to establish licensing fees to help offset the cost of

regulating child care programs in 1982. The Depar-
ment for Children (a government coordinating and
advocacy body that was disbanded in the early
1990s) successfully argued, however, that child care
licensing fees could not generate enough money to
oftset the cost of regulating providers, and recom-
mended instead that the fees be used to help fund
provider training. The proposal was revised to incor-
porate these principles, and it passed the following
vear. In thinking strategically about this approach,
key points to consider include:

*» Provider groups may be less likely to oppose
licensing fees if the fees are used to support provider
training. Strong objections to licensing fees maost
often occur in situations where the revenue from
fees goes into the state general fund and is not
used to enhance training or other child care services.

Due to limited resources and the pressure to keep
parent fees low, many boards and owners of child
care programs are reluctant to budget funds for
professional development; charging fees (thar are
used for training) effectively requires them to set
aside some J[unds for this purpose. If licensing fees
are combined with other funds to support a com-
prehensive training initiative, child care programs
have greater access to more varied and higher-
quality training than individual programs could
find or afford on their own.

Licensing fees can provide a stable source of funding
for training activities and may help to leverage

L

other state. federal or private-sector training funds.

-

¢ The link berween licensing and training has been

demonstrated by research indicating that staff

training is a predictor of compliance with quality

standards.

Fees could encourage family child care providers

to avoid regulation. especially in states where

regulation is voluntary.

* Some states are prohibited by law from charging
licensing fees.

At best. licensing fees can generate a limited
amount of money for a very specific purpose. This
strategy should be viewed as only one part of a
larger strategy to strengthen training and techni-
cal assistance for child care providers.

Otbor Saes Witk Samalar Mvatey

Arkansas charges licensing fees and uses them to
tund craining grants and background checks. The
Virgin Islands also use licensing fees for training
and other activities. ldaho, Maine, Mississippi and
North Dakota use fees for such acrivities as finger-
printing and background checks; health, sanication
and fire inspections; and program administration.
Additionally, 23 jurisdictions—Arizona, California,
Colorado, Connecticut, District of Columbia, Florida,
indiana. Kansas. Kentucky, Louisiana, Massachu-
setts, Michigan, Minnesota, Nebraska, New Jersey,
New Mexico. Ohio, Oklahoma, Tennessee, Texas,
Utah, Washington and Wisconsin—<harge fees and
transfer revenue to the state general fund.

Contuct

Carolynne Stevens or Elizabeth Wheatley Baron. Ph.D.
Office of Training, Education and Consulration
Division of Licensing Programs

Virginia Department of Social Services

-730 East Broad Street

Richmond. VA 23219

Phone: (804) 692-1774 or 1761
Fax: (80) 692-2370

E-mail: bast@erols.com

see Frene, R 1990 "Using a Statstical-Indicator Methodology tor Accreditation.” trom NALYC Awreditation' A Duddde of Loavnm,

and the Years Abwad, pp 61-04 Bredekamp, 5. and B Willer. Eds National Assocation tor the Education of Young Children

Washington, IDC
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FEES AND LOTTERIES

“Invest in Children” License Plate
(Massachusetts)

Description

Boston’s Success By 6 Initiative, a program of the
United Way of Massachusetts Bay, has filed legislation
to establish a Child Care Quality Fund supported
through the sale of specialized license plates with a
distinctive design and the message “Invest in Children.”

When Established

The bill passed the " wase in one day (through rules
suspension engineered by the former speaker, who is
a strong supporter of children's issues) and was
enacted in 1996. The specialty license plates are
available starting 1997.

Amount Generated Annnally

Based on the revenue experience of another specialized
license plate in Massachusetts, revenue projections
are for $2 million the first year and modestly declining
amounts in subsequent years. The amount generated
annually depends on license plate sales. The local
ABC-TV affiliate, WVBC-TV, is a partner in Success
By 6 and has agreed to promote the license plates,
which should increase sales.

Servuces Funded

Quality improvements in five categories will be
funded: teacher training, parent/consumer education,
equipment and materials, multicultural training and
curricula, and rechnical assistance for program
accreditation.

How Funds Distrihuted

The state Office for Children will administer the
fund, which will offer competitive grants ro non-
profit child care orgamzacions.

Papulation Serted

Any nonprofit child care program in Massachusetts.
and the children and famulies it serves, is a potential
beneficiary.

mna2

Strategac Considerations
e The United Way decided to focus the efforts of
the Success By 6 voluateers on influencing public
policy and felt that the license plate legislation
was a tangible product that would engage its vol-
unteers. Further, when United Way calculated the
level of projected revenue, it decided the best use
of funds would be increasing the quality of early
care and education programs.
* Buying a specialty plate is a voluntary act. A
license plate offers the buyer both a tangible item
and a symbol of their support for children.
Establishing a quality fund within state govern-
ment creates a line item in the state budget.
Initially, the line will be for expenditure of funds
raised by the plate, but it also can be used for
other appropriations. United Way is confident
this bill will pass.
One theory about how to make good child care
affordable to families holds that if various cost
centers in the production of child care services
(e.g., food, staff development and facility con-
struction) could be supported through separate
revenue sources independent of parent fees, the
price of child care for families could be made
affordable. Creating a dedicated fund for quality
improvement has the long-term potential to affect
the price of child care paid by consumers.

Other Sites With Similar Strateg)

Nine states have some kind of license plate for
children: Alabama (for education), California (for
child health and safety), Connecticur (Keep Kids
Safe), Florida (one for education and one for an early
intervention trust fund), Indiana (Kids First},
Louisiana (for child safery). Missouri (Children’s
Trust Fund), Oregon (child abuse prevention) and
Tennessee (Helping Schools).

Contddr

Margaret Blood, Vice President

United Way of Massachusetts Bay/Success By 6
245 Summer Street #1401

Boston, MA 02210-1121

Phone: (617) 624-8150

Fax: (617) 62:§-9123
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FEES AND LOTTERIES
The Georgia Loteery for Educanon
Descrepiion

The Georgia Lotcery for Education makes funds
available to support the cost of prekindergarten and

college education for all Georgia children and families.

Funds are also generated to support capital projects
related to education, including computers and other
technology in the schools. The legislation expressly

states that lottery funds must be used to supplement,

not supplant, existing resources for educational
purpases and programs.

When Established
The legislation was approved by the voters in 1992
Lotrery rickets went on sale in June 1993.

Amoient Generated Annually

Lottery appropriations for 1997 include $185 mil-
lion for prekindergarten, $160 million for college

scholarships and $200 million for capital projects

(including $83 million for technology).

Services Funded

The Georgia Lottery was established to raise funds
for three purposes: 1) prekindergarten programs; 2)
college scholarships, grants and loans; and 3) capital
outlay projects for educational facilities (such as
computer systems, radio communications and tech-
nology upgrades for distance learning).

State prekindergarten funds pay for staff, mate-
rials, equipment, in-service training (which is
required) and other program expenses. To receive
funds, programs must offer prekindergarren services
for at least six and a half hours per day and must
provide transportation and family support services
to income-eligible families who want and need
services. (Income-eligible families include those
eligible for Medicaid, AFDC, Food Stamps, WIC,
free and reduced school lunch, subsidized housing
or the federal earned income tax credit.) Prekinder-

garten services are provided in a wide range of settings,

including nonprofit and proprietary child care
centers as well as public schools.

Hou Funds Dastribused

Thircy-five percent of total lottery sales is trans-
ferred by the Georgia Lottery Commission to an
education account each quarter. From this account,
the legislature makes appropriations for each of the
three priority areas.

Funds for prekindergarten services are adminis-
tered by a new state agency, the Office of School
Readiness, which is not part of the Education
Department and was recently established in law by
the governor and the state legislature. The Office of
School Readiness, which is directly accountable to
the governor, issues a request for proposals and
selects and monitors local contractors for the
prekindergarten program.

The Office of School Readiness contracts directly
with the prograrns providing prekindergarten services.
Parents applv for prekindergarten ar their local school
or at the early childhood program that has been
selected to provide prekindergarten services in their
school district. No parent fees may be charged for
the prekindergarten services unless the program
operates for more than six and a half hours a day
and/or more than 180 days per year. (Programs that
exceed these hours and/or days may charge prorated
fees.) Low-income families may apply for child care
subsidies to help pay for the additional fees. The Office
of School Readiness has negotiated an interagency
agreement with the Department of Families and
Children to facilitate pavment of child care subsidies.

Population Served
Proceeds from the Georgia Lottery for Education
support services that are made available to families
at all socioeconomic levels. The Georgia prekinder-
garten program has been targeted to four-year-old
children and was initially limited to low-income
children who are at risk of school failure. In state
fiscal year 1995-96, however, the program was upened
to all four-year-old children, regardless of income.
College scholarships are available to all Georgia
high school graduates, regardless of income, so long
as they maintain a B average in school and attend a
college or university located in Georgia. Funds for
technology in the schools are made available to
school districts statewide.
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Srateere Constderations

Governor Zell Miller made the Loteery for Educa-

tion a cornerstone of his election campaign. He

promised the vorers that he would give them the

opportunity to vote on a constitutional amendment
to establish 2 lottery, and that if they approved the
amendment he would dedicate the funds to ensuring
thar preschool and college education were available
to all Georgia families, and to expanding technology
in the public schools. In considering this strategy.
the following issues should be explored:

* Making it clear chat lottery funds would be dedi-
cated for specific purposes and ensuring that the
law prohibited the funds from being used to
supplant current expenditures was extremely
important to the success of this initiative.

* Targeting lottery funds to preschool programs and
college education (the two parts of the educational
system that are supported largely by privace tuition)
and making these services available to families ac
all income levels helped to garner support from a
broad consistency.

* Allowing private proprietary and nonprofit child
care programs to apply for prekindergarten funds
helped to reduce opposition to the proposal from
private child care program operators.

¢ A vocal minority (led by conservative religious
groups) continues to oppose the prekindergarten
program. These groups believe that government
has no role in early educacion and are strongly
opposed to government-sponsored day care. The
Office of School Readiness has addressed these
concerns by continually scressing that the purpose
of the Georgia prekindergarten is school-readiness
tnot child care) and thae participation is voluntary.

* Rapid growth of che prekindergarten program
(from 750 to 60,000 children in five school vears)
has resulted in a number of administrative challenges.
Additionally, developing policies thar work eftec-
avely with a wide range ot providers (nonprotit
and proprietary, in the public and private sectors)
has not been easy.

* The governor recently moved the prekindergarten
program out of the state Education Department
into a new state agency, the Oftice ot School
Readiness. This reorganization was designed to
establish a stronger. more institutionalized base of
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support for the prekindergarten program and
make it easier to coordinate early education and
child care funds from various sources. Unlike the
state Education Department. which has an elected
chief, che director of the Office of School Readiness
is appointed by the governor. In addition to
administering the prekindergarten program. the
office is currently responsible for the child care
tood program and for licensing and monitoring
the private-sector child care programs that partici-
pate in the prekindergarten program.

Regardless of the purpose for which the funds are
used, public lotteries are often controversial. Many
voters and policy makers question che wisdom of
government urging people to gamble frequently.
especially when research shows that low-income
people are the heaviest purchasers of lottery tickets.
Critics point to the large advertising budgets of
state lotteries as well as the lack of reguiu.ion over
this advertising. Some opponents also feel that
government lottery advertising has help to promote
community-wide acceptance ot gambling and con-
tributed to the rapid spread of casino gambling.

Other Sites With Similar Strateg)

Thirty-six states, in addition to Georgia, operate
lotteries. Twelve of these—California. Florida,
Idaho, Illinois, Massachusetts, Michigan, Montana,
New Hampshire, New Jersey, New York. Ohio and
West Virginia—dedicate a portion of all loteery
protits toward K-12 or higher education. Concerns
have been raised, however. that in many states lot-
terv protits do not represent additional dollars tor
education but simply replace general fund dollars
that would have been spent on educacion but e
redirected to other programs nstead.

Countded

Mike Vollmer, Director

Office of School Readiness

10 Park Place South. Room 20J0
Atlanta, GA 30303

Phone: (404) 651-"434

Fax: (404) 651-"430




FEES AND LOTTERIES
The Florida Public Education Loztery

Dervipronr

The Florida Public Education Lottery is a self-
supporting. revenue-producing operation of state
government that is required by statute to function
as much as possible as an entrepreneurial business
enterprise. The net proceeds of the lottery games are
deposited in the Educational Enhancement Trust
Fund to be used fur improvements in public educa-
tion and not to substitute for existing resources for
public education. Lotterv funds support three broad
categories of education: public schools, community
colleges and che state university system. Wichin the
public school category are various preschool projects.

W o Esvabilnhd
A constitutional amendment to permit state-operated
lotteries was approved by Florida voters in the 1986
general election. The Florida Legislature officially
enacted the lottery in 1987,

Legislative amendments in 1991 established that
50 percent of the funds from lottery ticket sales be
rerurned to the public as lottery prizes, at least 38
percent of the funds be deposited in the Educational
Enhancement Trust Fund and 12 percent or less be
used for operational expenses of running the lotcery.

Amonnt Generated Annially

In the first two vears (1987-88 and 1988-89), the
lottery was moving into full-scale operation. Since
1989-90, the lottery has generated an average of
$929 million annually for the trust fund, with a
range from $829 million to $1.5 billion. Lottery
funds represent about 6 petcent of the Florida pub-
lic school system's overall annual operating cost.

Since 1991, the legislature has appropriated
lump sums of lottery proceeds to three categories of
public education and established a fairly consistent
allocation pattern: 70 percent is allocated to public
schools and 15 percent each for community colleges
and the state university system. Each educational
system decides how to further allocate its share.

In fiscal year 1995-96. the lottery generated
$828,980.,000 for education. The public school
share was $9580,230.000. Within the 70 percent
public school share, the legislature rets aside a

specific appropriation tor preschool projects—
$104,167,355 in 1995-96 (about 18 percent of the
public school portion).
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Preschool projects are: the Prekindergarten Early
Intervention Program, Migrant Preschool Education,
First Start, Collaborative Community Partnerships
and the Stare Coordination Council. Families can
access these programs through their local public
school district. All local child care resource and
referral agencies have information for families about
these programs.

The largest share of funds goes to support the
Prekindergarten Early Intervention Program ($94.3
million 11 1995-96). This program was enacted in
1986 to provide a developmental, preventive
preschool education for four-year-old children whose
family income is ac or below 130 percent of the
poverty level. The program now serves 29,000 chil-
dren in all Florida school districts. To receive funds,
districts must offer a program that operates at least
six hours per day and 180 days per year. Al or part
of the operation maybe subcontracted to communi-
ty-based nonprofit agencices.

Migrant Preschool Education was established in
1978 ro supplement the federal Chapter 1 Migrant
Program and ensute that early education was offered.
It serves three- and four-year-old children whose
families are migrant workers and operates full days.
five days a week, during the school year. In 1995-96,
the Migrant Preschool Program appropriation from
lottery funds was $3.3 million, serving about 3.600
children. About one-third of all school districts are
involved. The lottery funds are 60 percent and fed-
eral Chapter I (now Title I) funds are 40 percent
of the total cost of operation. All or part of the
operation maybe subcontracted to community-based
nonprofit agencies.

First Start was established in 1989 to provide
carly quality parent/family education and support
services to families of at-risk children from birth to
three years of age. First Start is modeled on the
Parents as Teachers program originated in Missouri.
The First Start appropriation for 1995-96 was $3
million. Twenty-four school districts are involved.
All or part of the operation maybe subcontracted to
community-based nonprofit agencies
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Collaborative Community Partnerships are
school-readiness incentive grants to local nonprofit
organizatons (including school districts) to promore
collaboration among public school prekindergarten
programs, Head Start and community-based child
care. In 1995-96, a total of $3 million was appropri-
ated for Collaborative Community Partnerships,
serving 5- counties. The local efforts focused on
improving service quality through professional
development and program accreditation; increasing
access to services by centralizing recruitment, incake
and waiting lists; and improving families’ access to
comprehensive services through home visits,
resource vans and other outreach, and changes in
public transportation routes.

Hou Funds Dustributed

Prekindergarten Early Intervention funds are
allocated to school districts based on the number
of full-time equivalent students served and on a
cost per full-time equivalent of $3,200. All schoal
districts paruicipate.

The Chaprer I Migrant Program and First Start
are noncompetitive grants to school districts, which
may subcontract with community organizations.
Collaborative Community Partnerships ate competi-
tive grants to community organizations (including
school districes).

The Oftice of Farly Intervention and School
Readiness 1n the Florida Department of Education
admumsters all of the grants for loteery-tunded

preschool projects.

Popuedation Serted

All lottery-tunded preschool projects are designed to
werve chbdren “ar sk of school tailure,” which may
be detined ina wide variery of ways, The Migrane
Program tocuses on tamilics who are migrant work-
ers. the Prekindergarten Early Intervention Program
tocuses on children whose tamihies have incomes at

or below 130 percent of the poverty level.

Nevate ot Cooptderatiom

o Larmarking lottery proceeds tor aspeaific widely
acceptable purpose such as education, rather than
tor state general revenue, makes state-operaced

totteries more palatable o voters,
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¢ Supplantation of existing education funds is a
major concern about education lotteries. While
the Florida Legislature expressed clear intent chat
the lottery not supplant existing resources tor
public education, the legislative language was not
specific as to how supplantation would be judged.
Loctery funds affect the allocation of state general
revenue to education. Historical analysis it Flori-
da shows a slow decrease in the proportional share
of state general revenue allocated rto education. In
1985-86, before the lottery, 62 percent of state
general revenue went to education. In 1995-96,
just 51 percent of state general revenue went to
education. An effective maintenance-of-effert clause
references both a baseline appropriation as well as
a minimum proportionate share of state general
revenue calculated without the lottery revenue.

» Since the Florida lottery was enacted, there also

appears to have been a shift in the state/local share

of education funding, increasing che local share. In

1986-87, just before the lotrery, the state/local

split in public school funding was G5 percent state

and 35 percent local. By 1995-96, the splic had
shifted to 59 percent state general revenue, 6 per-
cent lottery and 39 percent local. This shifts the
tax burden toward localicties, which rely primarily
on property taxes for revenue,

Lottery funds can fluctuate from year to year, making

them a somewhat unpredictable source of funding.

*

* Lotrerics are commonly viewed as a “regressive”
means of generating revenue, meaning that poorer
citizens are generating more of the tunds than
wealthier citizens.

» Some 1n Florida perceive a modest backlash
agamnst lottertes {ur education. Since most lottery
tunds go directly into a school district’s general
operating budger, they are relatively invisible to
the public, who wonder where their “"education
lottery” money went. By contrast, preschool is
casy to identify as being lottery-tunded and is
generally regarded as a positive addivon. Further,
there is no concern about “supplantation,” since
public preschool programs had no previous cate-
rorical source of tunds.

Stares generate S11 billion wnnually from loteeries
and casino gambling.




* State-sponsored lotteries raise concerns about
the state’s role in promoting gambling, which
can have significant social costs and is morally
unacceptable to some. At the beginning of this
century, all states had outlawed gambling. In the
early 19305, Nevada legalized gambling. In 1963,
New Hampshire established a state-sponsored
lottery. At present, 37 states sponsor lotteries and
2.§ states have legalized casino gambling. Starte-
sanctioned gambling appears to public policy
makers to be a les ~ainful alcernative for generaung
revenue than is direct taxation.

Other Strec With Semtlar Strategs

Lotteries operate in 37 states; 12 dedicate some or
all proceeds to education. Only two states allow no
gambling in any form (Utah and Hawain). One
othzr state (Georgia) specifically uses state lotcery
funds for preschool education and is profiled on
page 3.

Cantacts

Patty Ball Thomas

Early Intervention and School Readiness
Florida Department of Education

325 West Gaines Street, Suite 325
Tallahassee, FL 32399-0400

Phone: (904) 922-0034

Link Jarretc

Deparcment of Budget and Management
Florida Department of Education
Capirtol Building, Room 1702
Tallahassee, FL 32399

Phone: (9u4) 488-6303
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ALLOCATING EXISTING PUBLIC GENERAL REVENUE

he Children's Defense Fund estimated that,

in state fiscal year 199+, state expenditures

for all child care and early education services
in the United States totaled more than $2.3 billion.
In addition to the minimum allocation required to
draw down federal funds, which amounts to $76-
million across all states, nearly every state appropriated
sizniticant additional funds for child care services.
Not indluding state funds to match federal funds, the
state total is over $1.6 billion—8$900 million for
child care and $750 million for prekindergarten
programs. The “State-by-State Funding for Child Care
and Early Education Services” table (see page 51)
provides information, state by state, on total expen-
ditures for child care and early education services.

State 1nvestments in prekindergarten and family

education programs have grown dramatically in the
last decade. Before 1980, only a handful of states had
prekindergarten programs. The education reform wave
that swept the country in the early 1980s ushered in
dozens of new programs. Most. like their predecessors.
were part-day public school programs aimed at
“educationally ar risk, disadvantaged” four-year-olds.
Since the mid-1980s, more and more states have
created or revised their prekindergarten programs.
Many of these newer programs afe more responsive to
family needs—offering longer hours for more than
the school vear and including comprehensive services.
Also, most recognize the full range of early childhood
programs (Head Start and child care centers) as
potential providers of prekindergarten services. About
half of all state-tunded prekindergarten programs now
cither allow direct funding of community-based
programs or permit school districts to subcontract.

1 Herke MO199S [dpme the Hand thar Rucko the Cradle The Pelteos ot Chubd G Baltoy at the Stare Lendd Unpublished dissertation
Princeton Unnersin: Woodrow Wilson School of Public and International Attairs

The State Investments in Prekindergarten and
Family Education Programs table (see page 53) hists
state-by-state information on investments in prekinder-
garten and family education programs.

States and communities cannot tnvest in child
care unless thev have the financial resources to do
so. To this end, a majority of the strategies profiled
in this section are aimed at generating additional
revenue for child care (through rargeted taxes, fees,
lotteries and private-sector contribucions). While
increased revenues are an important condition—and
often necessary—increased spending occurs as child
care becomes a priority.’ Thus, many states currently
generate significant revenue through a range of non-
targeted tax and fee strategies.

States and communiies that decide to make
child care a priority and increase the proportion of
general revenue allocated for these services often
link the decision to a particular rationale or trend
that helps to garner public support. Some states
stress the importance of ensuring that children are
ready for school and link increased child care expen-
ditures to education reform efforts. Texas used this
rationale to argue for large increases in its state
prekindergarten program. Georgia and Florida, both
of whom used lottery dollars for child care (profiled,
respectively. on pages 43 and 45 of this report), are
also prime examples. Ohio, which has a multifac-
eted strategy called Families and Children First
(which incorporates the federal Head Start program,
public school prekindergarten and child care subsi-
dies) has used the school-readiness rationale as well.
The financing approaches used by Texas and Ohio
are profiled in this section of the report.
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States and communities may also use school
buildings—and school budgets—rto help support
betore- and after-school child care for school-age
children. In this case, the racionale isn't necessarily
school-readiness (although the educational benetits
of school-age child care are sometimes stressed),
but rather, the economic viability, convenience and
public support for using schools for a longer porrion
of the day and year. Hawaii's A+ Program, which
provides subsidized after-school child care for all
eligible children enrolled in public schools, is an
excellent example.

Colorado recently began to set aside a portion of
crime and violence prevention funds for early child-
hood services. The goal of this effort was to send a
clear message thac child care and early education
organizations can play an important role in crime
prevention, and to encourage these organizations to
develop new intervention strategies and community
partnerships. The Early Childhood/Youth Crime
Prevention and Intervention grant program is described
in more dertail in this section of the report.

Many states have linked increased child care
expendirures to welfare reform, and have argued
that women cannot leave the welfare rolls and enter
the workforce without help in paying for child care.
Wisconsin's decision to make child care a corner-
stone of W-2, its new—and very controversial—
welfare reform effore, is an example. The child care
provisions of W-2 are profiled in this section.

Child care systems are not built on subsidies
alone. State and local general funds are also spent
on initiatives to improve the quality and expand
the supply of child care. In recent vears, most st tes

have used federal Child Care and Development
Block Grant (CCDBG) funds for this purpose. Bue
some jurisdictions supported quality enhancement
efforts long before federal funds became available.
and used the new federal funds to expand or enhance
these efforts. The child care quality improvement
initiatives in Wisconsin are a prime example, and are
described in more detail in a profile’ (see page 57).

In many areas, the lack of suirable space in which
to establish child care centers is also a major barrier.
These jurisdictions have learned thac effectively
expanding the supply of child care means securing
the funds necessary to invest in facilities. There are a
host of strategies that can be used to raise funds for
child care faciliries, including appropriating a portion
of state or local general funds to support grants or
direct-loan programs, guarantee loans in the private
market or repay debt on bonds. These strategies have
been summarized in a separate section, “Financing
Child Care Facilities” (see page 97).

State governments are beginning to recognize
the key role that local funds and partnerships play
in child care financing. A number of states require
local governments to match state child care appro-
priations.' And some have developed strategies, such
as North Carolina’s Smart Start (see page 91), that
allocate scate general funds to local governments to
support a diverse range of locally planned child
development services.

Only a handful of the many child care initia-
tives that are supported by state general tunds are
profiled in this section. The initiatives illustrate
diverse strategies for using general revenue.

. A number of states used general tunds to suppurt duld care quality enhancement intatives prior to the 1990 passage ot the tederal

child care (CCDBGY legislacion. A dedision was made to profile Wisconsin's efforts because the state has maineaned support tor
qualitv-enhancement ettorts, even thoush 10 1s currently focused on reforming 1ts weltare svstem

’

The precise number ot states chat require a local match tor child care tunds is unknown. But 11 states—Calitornia, Colorado,

Indiana, Minnesota. Moneana, New Jersev, New Yurk, Noreh Carolina, North Dakota, Ohio and Wisconsn—required a bocal
match tor the Al to Families with Dependent Children (tAFDC) welfare program (now replaced by Temporary Assistance tor
Needy Fanvhies [TANED, which icluded child care subsidies provided to these tamilies (Gold and Ellwood, 19991
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STATE-BY-STATE FUNDING FOR CHILD CARE
AND EARLY EDUCATION SERVICES'
(State Fiscal Year 1994,

State Name Yotal state and State funds State funds Total state funds
federal funds appropriated to appropriated appropriated
linciudes federal and state child  Match federal independent of federal
s rar: fomas sa state”  child care funds matching requirements

prekindergarten funds)’

[

&

(includes state share of IVA for child care’ .‘:;

Funds—At-Risk. TCC and AFDC- =

related tVA child care funds)’ ;

I3

Alabama $ 97,670,155 $ 6.362.051 $ 2.088,023 $ 8,450,074 §

Alaska S 32507004 S 2055483 S 1811257 § 2106800 3
Arizona $ 94,689,741 $ 7,322,450 $ 10,811,350 $ 18,133,800
Arkansas s 50,283 847 s 1.179.740 N Q0434513 s 11125195
California $1.024,521,403 $ 90,936,934 $ 379,840,244 $ 470,777,178
Colorado § 800471158 N ) OGR, 18Y N 10,205,549 $ 19.873.858
Connecticut $ 86,646.686 $ 15,104,117 $ 17,403,662 $ 32,507,779
Delawar: § 18279279 $ 4069767 & 1 460,899 & 9.530.0666
Florida $ 381,544,913 $ 42,571,101 $ 89937,357 $ 132,508,458
Georgid § 192,776,202 S 20239619 S 3T 33,645 § 57.373.264
Hawaii $ 36,257,667 $ 2,172,926 $ 20,173,766 $ 22,346,692
Idaho s 19,292,594 s 1,227,690 $ 091,010 s 2.218.700
Illinois $ 373,427,577 $ 36,850,000 $ 113,984,100 $ 150,834,100
Indiana § 100955,111 s 10,497 860 & 3,090,614 s 1358874
lowa $ 48,943,181 $ 4,216,122 $ 11,201,590 $ 15,417,712
Kansas $ 93,199,570 $ ~.003.065 8 8.6:14.266 & 15.647.331
Kentucky $ 138,343,659 $ 6913552 $ 41,763,490 $ 48,677,042
Louisiana & 114,081,498 N 4,123,191 $ 3,387,816 § T511,007
Maine $ 28,182,997 $ 1,528,181 $ 3,503,228 $ 5,031,409
Maryland & 113,787,200 § 22821635 ] 19.738.959 $  42560.193
Massachusetss  $ 212,032,851 $ 34,988,495 $ 79,833,152 $ 114,821,647
Michigan § 247754251 S 244200070 £ 32917700 $§ 573K
Minnesota $ 116,716,395 $ 17,648,503 $ 34,793,028 $ 52,441,931
Maississipp § 110027982 $ 1,319,900 s 5.770 S 1,325,670
Missouri $ 107,979,505 $ 13,214,653 $ 5,877,421 $ 19,092,074
Montana s 19.730579% s 1,303,781 s 210,100 N 1.973.881
Nebraska $ 42,786,606 $ 6,565,774 $ 6,974,102 $ 13,539,876
Nevada & 10,420,136 $ RETRUN R s 1.505.761 & 3.9954.905
New Hampshire § 21,532,240 $ 4,160,509 $ 190,418 $ 4,350,926
New Jersey S OIR2.04072 S 18962965 £ 48198580 § 67121545
New Mexico $ 45,484,800 $ 2,763,025 H 4,463,680 $ 7,226,705
New York & (124,895.9.20 S T8.032580 & 216,526,102 § 295198482

Data from Children's Detense Fund Report Seaie-3-Seare dntesmment i Child Care and Larly Edwation 1990 by Gina Adams and
Nicale Oxendine Poerseh

2 some ceates incdnded docal tunds i chers cotals

+ Chaldren s Detense Fund o DET reported actual matchine levels eeported by states where possible: However mmose cases, € DI
extimated the state mateh based on tederal matchimg rates wsang e tederal iscal vears By some casess this nasongrodoce shely
errors due to difterences between state and tederal iseal vears

U oSome states icluded Tocat tunds s cherr cotals
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STATE-BY-STATE FUNDING FOR CHILD CARE
AND EARLY EDUCATION SERVICES'
(State Fiscal Year 1994)

State Name Total state and State funds State funds Total state funds

E federal funds appropriated to appropriated appropriated

o (includes federal and state chid  Match federal independent of federal

D care funds, federal and state

« Head Start funds and state child care funds matching requirements

o prekindergarten funds)®

= (inciudes state share at IVA for child care’

= Funds—At-Risk, TCC and AFDC-

-9 related IVA child care funds)’

=]

=

B North Carolina  $ 209,804,597 $ 30,355,210 $ 31,013,230 $ 61,368,440

a North Dakota s 12,527,352 3 1.171.674 S V84,223
Ohio $ 325,724,084 $ 35,257,020 $ 61,269,773 $ 96,526,793
Oklahoma S 112,442,287 s 9,309,951 3 23398592 S 33708.523
Oregon $ 77,200,406 $ 9,736,104 $ 17,573,723 $ 27,309,827
Peansvlvania $ 309.105.979 S 4.745.580 S 26065420 3 TO809.000
Rhode Island $ 24,393,369 $ 4,376,214 $ 2,191,139 $ 6,567,353
Souch Carolina 89,058,635 3 3,209,003 3 16.883,555 S 200153218
South Dakota $ 13,196,263 $ 1,014,409 $ 728,229
Tennessee $ 120,487,965 -8 13923916 N 876,999 S 1800915
Texas $ 500,601,875 $ 34,351,268 $ 103,409,015 $ 137,760,283
Crah 3 4687354 N 1,652.218 S 15.900. 441 S 17.552.659
Vermont $ 21,090,162 $ 2,703,440 $ 6,341,246 $ 9,044,686
Virginia $ 91,749,641 S 19.499.6595 S 60,991 319560610
Washington $ 161,870,510 $ 31,306,329 $ 31,555,559 $ 62,861,888
West Virginia  $ 50,040,999 S 22706153 ) 5.174.982 S 5. 145,595
Wisconsin $ 106,276,295 $ 13,143,670 $ 15,002,117 $§ 28,145,787
Wyoming 3 1168077 3 1,200,229 S 104,419 s 1,304,678
TOTAL 37.115.859.550 3 TGRS0 S 1,590,090 042 §2.393.7S6,823

-
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STATE INVESTMENTS IN PREKINDERGARTEN
AND FAMILY EDUCATION PROGRAMS

Annual Bt <et FY88 Annuai Budget FY92 Percentage of Change

(ftom The Pubiic School Early Chiia- (principally trom First Steps. Promising (1988-1992) m
nood Study' State Survey. Bank Street  Futures: State Prekindergarten initiative &
Coliege. 1989) n the Early 1990s. Children s Detfense An increase to keep pace with infiation over -
Fund. 1994} this penod would amount to about 20 °:q
o
&
Alaska =
Prekindergarten $197,000 (incl. in Head Scart) -
A s s
Head Start $2.7 million $ 5.6 million 93% 2
Arizona E
Prekindergarten NONEXINLent $2.0 milhion
Arkansas
Prekindergarten nonexistent $5.0 million
California
Prekindergareen $£355.5 muthion &8ss milbon 135
Colorado
Prekindergarten nonexistent $8.9 million
C.onnecticut
Head Start S 100,000 400,000 0
Delaware
Prekinderparten $189.000 terminated

Discerict of
Columbia

Prekindergarten 3122 milhon $11°5 million

Head Start &1 mallon $1.0 mithon SR
Florida B
Prekindergarten $1.6 million $69.0 million

Chaprer |

Migranc Prek.

$2.9 million

$3 0 million

Head Start nonexistent $06.0 milhon 1.635%
Georgia
Prckrnﬁcrg.lrrcn AONEXISEeNT 8371 million (FY9 b
Hawau
Head Starc £291.790 $529.700 82%
Hlinoss
Dl -
:{Ft.k;n\dcrgartun $12.7 mullion $72 million
cad Start nonexistent $500.000 AT
lowa
Prekindergarten NONexistent $ 1.9 mithon

Kentucky

Fue Improvement

Grrangs

Parent & Clhiid Fiu

3232012

SUOO,000

terminated
$2.0 milhon

KERA nonexistent $£30.6 million 27RO

Louisiana

Prekindergarten 1.8 million $3.5 mithon 94

Mane

I"CEF Grantgs $27.750 $150.000

FHead Start 1 9 mulhon $2.4 million ERLE

Man land

Prekiedergarten Sa 3 mullion $8.9 mithon 170

Massachusetts

Ieekhindergarten 1o s nalhon 75 milhon

Head Start 95 nulhion S0 0 mithon Y
o0 538
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STATE INVESTMENTS IN PREKINDERGARTEN

AND FAMILY EDUCATION PROGRAMS

Annual Budget FY88

(trom The Public School Early Chils-

hood Study: State Survey, Bank Strast

Annual Budget FY92

(peincipaily from First Steps, Promising
Futures: State Prekindergarten initiatives
‘s Det

Percentage of Change
(1988-1992)

College, 1989) in the Early 1990s, An to keep pace with Inflation over
Fund, 1994) this period would amount to about 20%.

Michigan
Prekindergarten Grants ~ $300,000 $5.3 million
Prek. Educ. Aid Formula  $2.0 million $27.5 million 1.326%
Minnesota
Head Stare 32.0 mithon $6.95 mullion
Early Childhood

Famuly EJ. $8.8 mullion $13.0 mulbion 8147
Missouri
Parents As Teachers $12.0 million $18.9 million (FY94) 58%
New Hampshire
Head Start nonexiseent 2201.000
New Jersey
Prek. Educ. Aid Formula  $6.9 million $9.5 million
Prekindergarten Grants ~ $1.0 million $1.3 million
Urban Prekindergarten  nonexistent $2.5 million 689%
New York
Prekindergarten $27.0 million $52.2 million DA
Ohio
Prekindergarten $18,000 $13.4 million
Head Start nonexistent $19.9 million 185,000%
Oklahoma
Prekinderparten 3832279 32,1 nullion 15277
Oregon
Prekindergarten $1.1 million $8.2 million 645%
Pennsylvania
Prek. Educ Ard Formula $1.7 milbion 35 4 nullion (tFY9S) R
Rhaode Island
Head Start $365,000 $1.96 million
Special ECE Projects nonexistent $200,000 1927
South Carolina
Prekinderzarten 3109 mithon <152 malhon 4
Texas'
Prekindergarten Granes  $46.2 nullion
Prek. Educ. Aid Formula $144.0 million 2120
\Vermont
Prekinderzarten Grants 3500000 SHorauthon (Y]
Washington
Prekindergarten $4.7 muillion $17.2 million
Head Start $660.000 £530,763 231%
West Virgina
Prebanderearten 329K.57 oy midhon S0
Wisconsin
Prek. Educ. Aid Formula  $4.3 mullion $5.8 mitlion
Head Stare nonexistent $2.25 million gz
Total all states: 2243 million ST 47 mulhon 233
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ALLOCATING EXISTING PUBLIC
GENERAL REVENUE

Wisconsin Works (W-2)

Description

Wisconsin has recently enacted a new welfare reform
initiative (Wisconsin Works, or W-2) that requires
all families to work. Cash welfare benefits will be
phased out. Families will be provided with assis-
tance in finding employment or with public
employment opportunities as well as child care and
health care benefits. The state executive branch rook
leadership in winning legislative support for the
premise that, in order for W-2 to succeed, child care
and health care must be available to all low-income
families who need them to work. To this end, Wis-
consin will now make child care assistance available
to all eligible families who meet the income and
asset tests and who need child care subsidies in
order to work, regardless of whether or not they are
on welfare. Child care expenditures are expected to
triple in the next three years. In addition to new
state funds, funds from the welfare system will be
“redeployed” to the child care system to help pay for
this increased demand for subsidized child care.

\Chen Established
W-2 was signed into law on April 25, 1996, and
takes effect statewide in the fall of 1997.

Amount Genevated Annually

W-2 redeploys revenue that was previously used for
welfare benefits and uses it——along with other state
and federal funds—to help support the cost of child
care. The annual allocation for child care subsidies
increased from $48 million in 1996-97 to $158
million in 1997-98, and is projected to increase to
$180 million in 1998-99.

In addition, Wisconsin has recently secured a
one-time federal allocation of $75 million as a result
of savings from previous welfare-related waivers. Of
these funds, $25 million will be used to support
efforts to expand the supply and improve the quality
of child care (see page 57 for a description of Wis-
consin’s quality improvement efforts), the remaining
$50 million will be used for child care subsidies.

Sertaces Funded
Subsidies to assist low-income. employed families in
paying for child care.

How Frnds Distributed

Vouchers are the primary method used to pay for
subsidized child care. Local W-2 agencies determine
eligibility and the family chooses a child care center
or home. The county department of social services
pays a percentage of the price of care (based on family
size, income and a reimbursement ceiling) directly
to the child care provider. The family pays the
remaining cost.

Population Served

Child care subsidies will be available to families
with incomes below 165 percent of the federal
poverty level ($21,420 for a family of three in 1996)
regardless of whether or not they have any current
or prior connection to welfare.

Strategic Considerations

W-2 has been a very controversial initiative. Propo-

nents argue that it is essential to end “the automatic

welfare check” and replace it with a system—and an
economic climate—that will encourage work and
support families who work in low-wage jobs by
providing subsidies for child care and health care
coverage. Critics argue that the program fails to
make true commitments to families or services, and
thar it will leave many families poorer than they are
under the current welfare system. While W-2 will
more chan triple the funding available to support

child care subsidies, the initiative also will have a

dramatic impact on the Wisconsin child care system

as a whole. In considering Wisconsin's approach, the
following issues should be explored:

* The entire W-2 proposal met with fietce opposition
from some children's advocates and welfare rights
groups. Concerns about the child care provisions
of W-2 focused on two issues: 1) W-2 initially
included large increases in parent fees and revised
the method of determining parent fees so that fees
were based on a percentage of the price of the
child care (thereby encouraging families to use
lower-cost, provisionally certified care). 2) W.2
revised child care provider certification require-
ments to allow (lower-cost) “provisionally
approved” family child care providers to serve
children without meeting a training requirement.
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» The state legislature added $25 million to the
child care porrions of W-2 in order to make parent
fees more affordable for families with incomes ncar
the poverty level. But co-payments for many fami-
lies—especially those with more than one child in
care—rtemained very high when W-2 took effect
on August 1, 1996. However, when patents who
currently receive subsidized child care received
notice that their fees would increase so dramacically,
they flooded the state legisiature and the gover-
nor’s office with phone calls and letters. A few
days larer, the governor suspended the W-2
co-payment policy. An advisory panel was estab-
lished to review the co-payment policy and recom-
mend revisions. The panel recommended that no
family pay more than 16 percent of gross income
for child care, regardless of the type of care they
choose. A new fee policy, based on the panel’s rec-
ommendations, was approved in December, 1996.

e Critics argue that the commitment to making child
care universally available is weak because families
are no longer entitled to child care assistance. Pro-
ponents argue that the state has allocated enough
money to cover child care for all eligible families.

& W-2 creates a single, coherent funding structure
for child care funds to replace the curren, frag-
mented child care subsidy system.
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Gthor Sttes With Simidar Straregy
Rhode Island and Vermont have established income-
based child care entitlements.

Countudets

Dave Edie

Director, Office of Child Care

Wisconsin Department of Workforce Development
PO. Box 7851

1 West Wilson Street

Madison, W1 53707

Phone: (608) 266-6946

Fax: (608) 264-0750

E-mail: edied@mail.state. wi.us

Anne Arneson or Nan O'Brien
Wisconsin Council on Children

16 North Carroll Street

Madison, WI 53703

Phone: (608) 284-0580

Fax: (608) 284-0583

E-mail: aarnesen@facstaff.wisc.edu

Patricia Mapp

Wisconsin Children's Audit Project Director
University of Wisconsin

61 West Wisconsin

Milwaukee, WI 53202

Phone: (-114) 227-3250

Fax: (414) 227-3267

E-mail: pamapp@facstatf. wisc.edu




ALLOCATING EXISTING PUBLIC
GENERAL REVENUE

Child Care Quality Improsement Initiatives
(Wisconsin}

Dewripneen.

In addition to allocating state and federal funds to
help low-income families pay for child care. Wisconsin
allocates state funds to supplement the federal Head
Start program and to help strengthen the child care
svstem as a whole. Grants are made available for:

¢ child care program start-up and expansion:

e child care resource and referral services:

L]

quality improvement grants (including program
accreditation. staff training, and improved staft
compensation and benetics): and

technical assistance to child care providers
uncluding an early childhood credentialing
system, accreditation promotion and information.
mentor teacher training. management assistance
and on-site technical assistance).

Additionally, Wisconsin has funded or spon-
sored a number of initiatives aimed at improving
traiming and career development opportunities for
practitioners who work in child care and early
education. In 1985, the Wisconsin Child Care
Improvement Project (WCCIP) was established and
funded by the state. WCCIP, which is administered
by a consortium of privare-sector organizations,
provides pre-licensing consultation and training. In
1990. Wisconsin's three child care provider associa-
tions came together to articulate a common body of
knowledge for early childhood practitioners. This
group then created—and the state funded-—a system
(which is called The Registry) to verify that individuals
rneet joincly established training requirements and
maintain information on practitioners’ professional
accomplishments bevond the required minimum.
More recently. these groups have come together
and jorned with others in the Wisconsin Early
Childhood Professional Development Initiative.
The initiative has sponsored a number of conferences
and traming institutes, worked with institutions of
higher education to help secure college credit for
chuld care training., and provided leadership tor
training effores funded under the quality tmprove-
ment and techmical assistance grant programs.

Wi Estailnbed

Wisconsin began to fund child care resource and
referral (CCR&R ) services in 1987, State Head Start
funds were first allocated 1n 1990. Start-up and
expansion, quality improvement and technical
assistance grants were established in 1991.

Amment Gowraied Annially

In state fiscal year 1994-99. $4.9% million in state
funds was used to supplement the federal Head Start
program. Additionally, state and federal funds were
allocated for the following services: $1 million for
CCR&R: $600.000 for start-up and expansion;
$1.47 million for quality improvement grants: and
$450.000 for technical assistance and training
grants (including funds to help support program
accreditation, on-site mentoring. mManagement assis-
tance, The Registry and the WCCIP nitiative
described earlier).

Serenes Funded

Full-day Head Start, start-up and expansion grants.
professional development, program accreditation,
CCR&R services and technical assistance.

Houw Funds Dastributed

Head Start supplemental funds, as well as zll other
quality improvement, technical assistance and indi-
rect service funds, are awarded as grants. Contracts
are negotiated berween various state agencies and
the organization receiving the grant. Small start-up
and expansion grants are administered by CCR&R
agencies under contracts with the state.

Pupulation Serted

By federal regulation, at least 80 percent of the
children enrolled in Head Start must have family
incomes at or below the poverty leve! {approximately
$13,000 for a family of chree in 1996). Quality
improvement funds are available to nonprofit and
proprietary child care programs that serve families
at all income levels. Start-up and expansion grants
are currently available in 20 high-need counties.

Stratecte Consideratiom

Wisconsin has for many years used state tunds to
help build and support an early childhood care and
education system. State regulatory requirements are
among the highest 1n the nation, and state funds
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have been used to help increase the quality of care

throughour the system. This commitment to high-

quality early childhood care and educarion has been

nurtured by a number of factors, including:

* The Wisconsin child care community has provided
consistent and committed leadership. The two
largest child care resource and referral agencies

* Funding tor child care quality improvement has
not diminished as a result of the W-2 welfare
reform initiative, even though significant new
revenue were needed to expand subsidized child
care. It is not clear, however, how Wisconsin's
current or future child care quality improvement
efforts will be linked to W-2.

@
S and the Wisconsin Early Childhood Association
g have provided stable leadership since the early Uther Sites With Simtlay Strateg)
2 1970s. Led by these groups, the Wisconsin A number of states allocate state and or federal child
& Women's Network established a Child Care Task care funds to support quality improvement initiatives
# Force in the mid-seventies, and this task force has such as provider training and technical assistance,
2 been able to tap broader constituencies. such as child care resource and referral services, start-up and
“ the Wisconsin Nurses Association, the National expansion funds, and so forch. Arizona, Delaware,
Organization for Women and others. Indiana and Kentucky make grants available to
* Wisconsin has public employees who understand child care providers to support the cost of accredita-
child care and are committed to building a system tion or other quality improvement efforts. Wisconsin
of high-quality child care services. These employees is unique, however, in linking quality improvement
are not just concentrated in the child care division  grants to seaff recruitment and retention, and making
of the social services department, but may be these funds available to child care providers on an
found in a variety of state offices and agencies. In ongoing basis.
July 1996, for example, a key staff person trom
I the budger and management division was able to Contacts
| secure a one-time federal allocation of $75 million Kay Hendon
in "waiver savings" (from previous welfare-related Child Care Coordinator
federal waivers) and ensure that these new funds Office of Child Care
would be allocated to child care. Of these funds, Wisconsin Department of Workforce Development
$25 million will be used to expand the supply and 1 West Wilson Street. Room +65
improve the quality of child care. The remaining P.O. Box 7851
550 million will be spent for child care subsidies. Madison, WI 53707
* Wisconsin has been able to torge ettective, acrion- Phone: (608) 266-8200
oriented partnerships between cruld care advocacy Fax: (608) 264-6750
leadership and state government. For example, E-mail: hendoka@ manl state wi.us or
' shortly after the federal Child Care and Develop- kavhendonw@aol.com
ment Block Grant (CCDBG) was passed. groups
inside and outside of government began ro develop Diane Adams
and share plans for 1ts implementation. As a resule, Child Care:Early Education Consultant
4 consensus plan was developed casily. Meanwhile. 5706 Anchorage Avenue
advocacy groups were working on educating state Madison. WI 55705
legislators and grooming strong sponsorstup. While  Phone: (608) 23 1-1836
some ot these relationships have become strained Fax: (608) 231-0203
during the more recent battles over welfare reform,  E-mail: dadams@ tacstattf.wisc.edu or
Wisconsin's scrong history of public-private part- adamsd@ aol.com

nerships 1n child care policy development has
helped to keep child care needs and concerns in
the torefront,
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ALLOCATING EXISTING PUBLIC
GENERAL REVENUE

Early ChildhoodYouth Crime Prevention and
Intervention (Colorado)

Diseripzgnn:

The Early ChildhoodYouth Crime Prevention and
Intervention (EC/YCPI) grant program makes state
tunds available to community-based crime and
violence prevention or intervention services that
target children, youth and their families. At least
20 percent of chese funds have been designated for
children less than nine years of age.

Whear Extablndd

EC-YCPI was first established in 199+ The 20
percent set-aside for early childhood initiatives was
established in 1990.

Aot Generated Annseally

A total of $7 million has been appropriated tor
EC/YCPI in state fiscal year 1996-97. At least $1.4
million of this (the 20 percent set-aside) will be
spent for early childhood initiatives.

Sert sees Faonded

EC/YCPI funds are intended to help expand existing
programs or to start new ones. The programs must
demonstrate the ability to reduce risk factors for
later crime or promote protective interventions.
Some examples might include efforts that seek to
strengthen the bond with parer.ts or other adults.
promote healthy belief systems and clear standards
of behavior, improve family literacy and school success.
and so forth. The types of early childhood initiatives
that have been funded include school-age child care
start-up grants, a nurse (shared by several early
childhood programs) to conduct home visiting.

a parent mentoring program, a summer reading
program in the public schools and training for staft
who work with children who are at risk for later
crime or are exposed to violence.

How Fand Divrivuses

Applications are reviewed by a nine-member board
(who are appointed by the governor and the legisla-
ture). Awards are recommended by the board and
approved by the governor. The Colorado Department
of Local Affairs, Community Partnership Office,
administers contracts and monitors compliance.

Pupulation Serteld

The initiative is designed to serve youths, and their
families, who are at risk of crime and violence. There
are no income guidelines. Rather, funding requests
are expected to compete with one another on the
basis of their ability to effectively address risk and
protective factors in communities of high need.

Sevateces Comnderarion

In response to growing juvenile violence, the gover-
nor proposed several crime prevention strategies as
well as a host of detention strategies. Several key
members of the legislature agreed with him and
were convinced thar early intervention (such as Head
Start, school-age child care, parenting initiatives,
hom:e visiting and other communiry service strate-
gies) could make a difference. In considering this
strategy, the following issues should be explored:

e The 20 percent set-aside sends a clear message to
child care and early education organizations that
they can play an important role in crime prevention,
and it encourages them to develop new interven-
tion strategies and communirty partnerships.
Colorado has found that securing funds for early

education and intervention as a crime prevention
strategy is difficulc. EC/YCPI is still only a small
grants program, and it was established due to the
leadership of a few peaple.

e Data that demonstrate the effectiveness of the
strategy are nceded. To this end, the state legisla-
ture set aside | percent {$70,0C0) of the EC/YCP]
appropriation tc begin a longitudinal evaluation
of the program.

This initiative directs help to improve program
quality and offer important supports to parents: it
is not designed to help low-income families pay
for early care and education.

o The initiative has been very visible in several
communities and resulted in a group of teens who
are able to speak directly to legislatars about the
program’s effectiveness.
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Other Nues Wuth Simlar Stratepy
None known.

Cuntuacts

Esperanza Ybarra-Zachman, Director,
Community Partnership Office

Colorado Department of Local Affairs

1313 Sherman Street, #500

Denver, CO 80203

Phone: (303) 866-4900

Fax: (303) 866-4992

Barbara O'Brien, Executive Director
Colorado Children’s Campaign

225 East 16th Avenue, Suite B300
Denver, CO 80203

Phene: (303) 839-1580

Fax: {303) 839-1354

E-mail: 73554.1007 @compuserve.com
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ALLOCATING EXISTING PUBLIC
GENERAL REVENUE

Prekindergarten Program (Texas)

Description

Texas established its prekindergarten program as
part of an education reform package recommended
to the legislature by the Select Committee on Public
Education appointed by the governor in 1983. Like
most states, Texas established a categorical, part-day,
school-year prekindergarten program targeted for at-
risk four-year-olds. However, Texas is the only state
that requires school districts to provide a prekinder-
garten program (if at least 15 eligible children reside
in the district). When Texas shifted prekindergarten
funding from categorical education funding to regu-
lar schootl aid funding, Texas joined four other states
whose prekindergarten programs are funded through
regular school aid formulas.

When Established

House Bill 72, considered in a special legislative
session called by the governor, was passed and
signed into law in July 1984, with implementation
slated for the 1985-86 school year.

Amount Generated Annually

In the 1994-95 school year, state funds for

r kindergarten totaled $101,139,600, supporting
722 districts serving 110,212 children.

The state appropriation for the first year of the
prekindergarten program (1985-86) was $30 million
to serve about 35.000 children in 405 of the state’s
more than 1,000 school districts. The original law
capped the state appropriation at $50 millien; chis
level was nearly reached in 1987-88 with a state
appropriation of $46.2 million.

By the 1990-91 school vear, the legislature had
eliminated the state budget line item for prekinder-
garten and moved the prekindergarten funding for
local districts into the regular state education aid
funding program. (Regular education aid is called
the Foundation School Program in Texas.) State
funds expended for prekindergarten for 1990-91
were $54.9 million. Total state expenditures for
prekindergarten reached a high of $115 million in
1991-92, supporting prekindergarten programs for
107,944 children.
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Services Funded
[House Bill 72 authorized any school district to
provide prekindergarten classes, but required school
districts that have more than 15 educationally disad-
vantaged four-year-olds within the district to provide
a program. “Educationally disadvantaged” is defined
as either low-income or a nonspeaker of English.
The Texas prekindergarten program is similar to
most other states’ prekindergarten programs that
were created in the wave of early-1980s education
reform. The prekindergarten program can be operat-
ed only by school districts and within public school
facilities. although subcontracting is permirted and
coordination with other earlv childhood programs
such as Head Start is encouraged. (As in most states.
pracrically no subcontracting occurs.) Prekinder-
garten programs must meet at least three hours a
day for the full school year. adhere to the state’s
essential elements curriculum (which focuses pri-
marily on cognitive and language development), and
be raught by a certified teacher. Class size is limited
to 22 children with one teacher. Other classroom
pet,onnel are not required, although some districes
lower the staffichild ratio with aides and volunteers.

How Funds Distributed

For the first three years, a fixed allocation for
prekindergarten was a line item in the state education
budget. The funds were distributed among partici-
pating districts based on a funding formula that
favored poorer districts. The original law required
that a local district provide a cash match of up to
one-third of the cost of the prekindergarten pro-
gram. In practice, districts may be providing more
than a third (data are not available).

When the funding method was changed to the
Foundation School Program, each district claimed
reimbursement for its prekindergarten program
based on the average daily attendance of children
enrolled in prekindergatten. Prekindergarten pupils
count as one-half of a pupil in kinciergarten and the
grades beyond. Since Foundation funding per pupil
fluctuates from yeat to year, the reimbursement per
prekindergarten pupil also varies. For the 1994-95
school year, per pupil aid was $2,263, and this
amount rose to $2.444 for the 1995-9G school year.
Thus. state aid per prekindergartner was §1.131 for
199:1-95 and $1,222 for 1995-906,

Population Served

The prekindergarten program is designed to serve
children at “educational disadvantage " —defined as
being unable to speak or comprehend English or
having a family income low enough to qualify for
free or reduced lunch under the school meals pro-
gram of the U.S. Department of Agriculture (18%
percent of the poverty level).

In 1991, the state board of education permitted
districts to serve three-year-olds who met the lan-
guage or low-income criteria. The board also ruled
that if all eligible children in a district are served,
the district may extend its prekindergarten program
to other children, both three- and four-year-olds.
The number of three-year-olds served fluctuates;
9.000 were served 1n 1992-93, but only 4,300 were
served in 1994-95.

Strategie Consideration

« In theory, the change from a direct prekinder-
garten allocation to including prekindergarten in
regular education reimbursement aid allows the
program to grow at the rate local districts are able
to provide funds, rather than being limited by a
specific annual state budger allocation.

o In actuality, toral state expenditures seemed to
have peaked in 1991-92 (the school year after the
change from line-item allocation to regular aid) and
declined slightly in years thereafter. There are sev-
eral possible explanations for the apparent decline:
1) It is possible that toral expenditures (considering
state and local funding combined) may not have
decreased; the costs may have shifted from the
state to local districts.

2) The decrease in state funds may be related o
moving from the former prekindergarten allocation
system, which may have provided higher levels of
support for poor districts than the regular educa-
tion aid funding formula does—although both
funding schemes take account of district wealth.
3) Perhaps districts becane more cautious in
expanding their prekindergarten programs because
reimbursement from regular education aid Foun-
dation funding is less predictable than the annual
line-item allocation.

4) Or there may be some “natural” limit on
prekinderparten expenditures related to reaching
a saturation point with a part-day, school-year-
oaly program that serves a target population very
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similar to that of Head Start. That is, all the
available low-income four-year-olds whose fami-
lies’ work schedules allow them to enroll their
children in a parc-day program are being served.

Other Sites With Similar Strategy

Four states (Maine, New Jersey, Pennsylvania and
Wisconsin) and the District of Columbia fund
prekindergarten through the regular state education
aid formula. Unlike Texas, which continues to tar-
gee its prekindergarten program, these other states
provide publicly funded prekindergarten classes for

four-year-olds with no eligibility criteria except age.

Contact

Cami Jones, Director

Kindergarten and Prekindergarten

Texas Education Agency

1701 North Congress Avenue, Room 6125
Austin, TX 78701-1494

Phone: (512) 463-9581

Fax: (512) 463-8057

ALLOCATING EXISTING PUBLIC
GENERAL REVENUE

Families and Children First (Ohio)

Descysption

The Families and Children First (F&CF) Init:ative is
a multifaceted, government-led approach to reforming
Ohio’s education, family services and social services
delivery systems or the state and local levels. As the
governor said in announcing F&CF, “The best hope
for the future is the well-being of Ohio’s families.™

Inspired in part by leaders who had participared
on the Ohio team at the National Governors’ Asso-
ciation Policy Academy and in the Ohio Head
Start—State Collaboration project, a broad-based,
statewide, inclusive strategic planning process estab-
lished a vision for Ohio’s families with goals and
objectives. Within F&CF's six overall goals, efforc
has initially targeted three: health, child develop-
ment and education. The three objectives to achieve
these goals focus on healthy births and the well-
being of young children and families during the
early childhood years.

The child development objective is to ensure
that more young Ohio children will have access to
high-quality preschool and child care programs by
the year 2000, through:

* expansion of early intervention services for
children birth through five,

¢ increased availability of Head Start for three-
and four-vear-olds,

* a larger number of children receiving child care
subsidies,

* an increased number of elementary schools with
multi-age primary programs and

« an increased number of nationally accredired child
care and preschool programs.

By execurive order. the governor established the
goals of F&CF and a sec of principles for responsive,
ramily-focused, coordinated systemic reform of edu-
cation and human services; ordered all state agencies
and deparements serving children to examine their
services, programs and policies to meet F&CF goals
and systemic reform principles: and ordered them to

1 Ohto Famihies and Children Firse Imnanve 1992, Vision Statement, page 2 Ohio Families and Children First Initiatuve Bricting

Book. Columbus, OH Ottice of the Governor
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develop outcome-oriented indicators to meet the
goals and objectives of F&CFE. The order created the
F&CF Cabinet Council, composed of the governor
and the directors of eight state departments and
agencies, to make policy decisions on issues affect-
ing families and cheir children. The Cabinetr Council
serves as the central coordinating and advisory body
for all children and family policy (consolidating
several former advisory bodies and collaborative pro-
jects). It is respansible for reviewing and monitoring
implementation of F&CF in state agencies, facilitating
collaboration among state agencies and between state
and local agencies, and promoting and facilitating
local collaboration.

When Established

The underlying concept of commitment to families
and children thart is the foundation for the F&CF
Initiative was introduced in the governor's state of
the state address in March 1991. This was followed
by an executive order in August 1992 establishing
the F&CF Cabinet Council. F&CF was codified in
legislation in 1994. By 1996, local F&CF councils
had been established in all of Ohio's 88 counties.

Amount Generated Annually

For the state’s 1995 fiscal year, just over $195 million
in state general revenue funds were appropriated for
child care and preschool.

Department of Education

Public preschool $15.3 million
Head Start 68.5 million
Preschool special education 43.8 million
School-age care expansion .6 million

Department of Human Services
JOBS and transitional

child care subsidies $34.0 million

Other child care subsidies 25.0 million
JOBS/Head Start child care 6.0 million
Day care licensing 1.9 million

As a result of F&CF, Ohio has been creative and
efficient in using its resources, especially in maxi-
mizing the drawdown of federal funds requiring
state match. For example, private grants the state
receives (such as a $25,000 grant from the National
Governors’ Association for school-readiness) ate

often roured to the Department of Human Services
(DHS) as fiscal agent so that federal matching can
occur when appropriate, thus potentially tripling
the value of a grant. The $6 million for JOBS/Head
Start is a pool of funds targeted to expand the num-
ber of full-day, full-year slots in Head Start programs
for JOBS-eligible clients.

In addition, the state general revenue budget
also includes a line item for F&CF, which provides
for incentive funds to support local F&CF councils.
Each county council is allocated $17,000 from this
pool. The Department of Education (DOE) is the
fiscal agent for these funds.

The F&CF service delivery system objectives
directed state agencies to work together to increase
the resoutces (federal, state and local) allocated for
preventive and early intervention services ro families
and children from birth to age eight, and to align
state budget requests to reach F&CF goals. Thus,
the two largest state agencies—Education and
Human Services—have allocated increasing propor-
tions of their budgets toward young children as the
F&CF initiative has evolved.

Services Funded

State funds are directed toward achieving F&CF
objectives relating to child development and early
education. These funds support direct services to
children as well as the costs for start-up of new
programs and quality improvements such as staff
development. Some funds are more specifically
directed. For example, in awarding grants for state-
funded Head Start, the DOE's priority is expansion
to serve additional children and for full-day, full-year
operation. State funds also support the coordination
necessary for systemic reform, such as the funds for
local F&CF councils and for the central staff of F&CE.

Hou Funds Distributed

State funds are distribured through the common
government mechanisms—grants, contracts and
vouchers—and administered by state agencies. Gen-
erally, requests for applications for funds are released
by the department whose budgert contains the funds.
The applicants eligible for some funds are restricred.
For example, most Department of Education funds
are available only to school districts or county
boards of education, with the exception of Head
Start funds for which only current Head Start
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grantees (i.e., those receiving either federal or state
Head Start funds) are eligible. New grantees were

added as part of earlier expansions and in the state
fiscal year 1996 budget.

Child care. Ohio has consolidated all federal
child care funds and state child care appropriations
into one program, which is then allocated to the
counties to administer. Counties then contract with
child care providers. To receive public funds, a center
must be licensed and family child care or home-
based providers must be certified. Families are
initially eligible for subsidy if their income is below
150 percent of poverty; they remain eligible until
their income exceeds 185 percent of poverty. Eligible
families choose whichever licensed or certified
provider they wish, and the county pays the provider
directly. Counties can issue vouchers or use limired
service contracts (essentially a price agreement). Each
county sets its own initial and continuing eligibility
limits within the overall 150 percent/185 percent
state limits. Families pay a sliding-scale fee ranging
from $15 per month for a family at poverty or below
and set at 10 percent of income above poverty.

Efficiency. To improve coordination and promote
efficiency in service delivery, in 1994, all applicants
for DOE early childhood funds were required to
have a Unified Services Provider Plan (USPP). The
USPP promotes county-wide planning and imple-
meantation of comprehensive child development
services by requiring an applicant to participate in
developing a plan based on documented needs and
resources tor all children in the county. The regional
child care resource and referral agency facilitates the
meeting to initiate the plan, inviting at a minimum
all recipients of DOE funds for Head Start, public
prescheol and preschool special education.

The plan must include data on the number of
children three to five years old currently served in
any preschool or child care program and show how
the proposed services fit in. The plan requires partic-
ipants to develop joint recruitment for all preschool
cervices; show how comprehensive services and
smaooth transituns from preschool mto school will
be assured; and descnibe the status of communication
smong preschool service providers, cross-trainimng ot
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staff and parents, and plans for service delivery
improvement. The document must be signed by all
participating agencies and actached to cheir application.
By 1996, the DOE and the state Derartment of
Health agreed to consolidate the USPP and the plan
required of applicants for early intervention services
into one plan. In 1996-97, 12 counties are piloting
a consolidated plan for what had been 12 separate
plans and applications, and for funding. The process
will be implemented for state fiscal year 1997-98.

Population Served

The ultimate goal of F&CF is universal access to
appropriate services for all families wich young chil-
dren. For example, a new parent education support
program modeled after the state of Hawaii's Healthy
Start is designed to be universal. Universal access
can be achieved among multiple programs with
various limits on access. Head Start programs are
targeted to families with incomes below the poverty
level. Child care funds may serve families up to 185
percent of poverty. Preschool special education and
early intervention services are provided without
regard to income.

Strategic Considerations

* To succeed at systemic reform, government must
make a long-term commitment of both resources
and staff to effect the deep changes in attitudes
and organizational culture that lead to changes in
policies and practices.

* It is often easier ro redirect policies and resources
toward specific objectives through state budget
authorizations than via stand-alone legislation.

» Human Services, in Ohio, operates as a state-
supervised, county-administered system. Education
is admunistered by more than 600 lozal school
districts. 88 county boards of education and
numerous joint vocarional districts with guidance
and support from the state Department of Education.
Mutcual trust and effective communication among
all parties has to be developed before multiple
state agencies’ budgets and activities can be coor-
dinated toward a common goal.

e Maintaining the F&CF Cabinet Council as the
ane policy coordination body is essential to a
coordinated, focused effort like F&CF.




Other Sites With Sumtlar Sirateg)

No other state has both made significant increases

in early childhood funding and demonstrated sus-
tained commitment to long-term systemic reform of
its education and human services systems, as Chio
has done. A number of states are engaged in systemic
reform, and other states have made significant allo-
cations to child care. North Carolina’s Smart Start,
profiled on page 91, is an example of increased state
resources for early childhood; Colorado has restruc-
tured state government to better support early
childhood development. Wisconsin's redeployment
to child care of savings from eliminating welfare
cash assistance is profiled on page 55.

Contacts

Linda McCart

Families and Children First Ininative
Office of the Governor

77 South High Street, 30th Floor
Columbus, OH 43266-0601

Phone: (614) 752-4044

Fax: (614) 728-9441

Jane Weichel

Ohio Department of Education
Division of Early Childhood Education
65 South Front Street, Room 309
Columbus, OH 43215-4183

Phone: (614) 466-0224

Fax: (614) 728-2338

Richard Davis

Ohio Department of Human Services
Bureau of Child Care Services

65 East State Street, 5th Floor
Columbus, OH 43215

Phone: (614) 752-6214

Fax: (614) 728-6803

ALLOCATING EXISTING PUBLIC
GENERAL REVENUE

The A+ Program (Hawaii)

Descripteon

The A+ Program provides after-school child care for
26.642 children enrolled in 175 Hawaii public ele-
mentary schools in kindergarten chrough sixth grade.

When Established
The program was ssrablished in 1990.

Amount Generated Annually
In state fiscal year 1994, $16,950,634 was appropri-
ated for the program.

Sertices Funded

After-school child care (including homework assistance.
enrichment activities and supervised recreational
activities) is provided after school until 5:30 p.m.
during the regular school year. The A+ Program 1s
not open when school is closed for vacation, holidays,
during teacher institutes or on days when school is
open only half a day. The 49 1.+ programs operated
privately offer extended hours of operation at no
addirtional charge and child care on days when
school is closed for an additional fee.

Hou Funds Distributed

State funds are allocated to local schools. In cases
where the school selects a private provider to operate
the program, the state Department of Education
(DOE) negotiates a contract with the private entity.
DOE reimburses private contractors monthly, based
on the enrollment for the first day of each month
Farnilies wi.o are eligible for the free lunch program
pay a monthly fee of $6 per child, and those eligible
for reduced lunch pay $9 per child. Ail other fami-
lies pay a monthly fee of $55 per child. Discounts
are available for families with more than one child
in the program.’ In sites where schools operate the
program directly, parent fees are deposited into the
state’s general fund. Parent fees collected by the
schools are not tied to their A+ budget and have no
direct bearing on the program.

| Sibling discouncs for tamshies ehgable tor tree and reduced lunch are deducted 1n $1 increments (or two children the monthly te
15 $8 per chuld, tor theee cinldeen the tee s $7 per child, and so forthy Sibling discounts for all other famihies are deducred in 85
increments Uor two children the monthiy tee 1« $50 per child. tor dhree uldren the tee s $19 per (ild, and <o forth)
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Population Served

Children may participate if they reside with: two
parents, both of whom are employed or in a job
training or education program during the hours of
A+ operation; a single parent who is employed or
in a job training or education program during the
hours of A+ operation; or a parent who is employed
in the A+ Program.

Strategic Considerations

A+ was established by the administration of former

Governor John Waihee prior to his final term in

office. The initiative was led by the former Lieu-

tenant Governor Ben Cayetano (who succeeded

Governor Waihee in 1994 and has continued to

provide strong leadership and financial supporr for

the program). In considering this strategy, the fol-
lowing issues should be explored:

* A+ was initially established without the approval
of the legislature. While this move may have ini-
tially angered some members of the legislature, it
allowed rapid program start-up. Strong public
support made it easier to gain legislative approval
for the program the following year.

» A+ has continued to receive strong public support.
Focus groups and surveys indicate high parents
satisfaction.

e Despite rapid growth, the A+ Program appears
to be running well and has reached most of the
children it was designed to serve.

+ The decision to house A+ in the public school

system was a pragmatic one and provided the

infrastructure necessary to establish the program
quickly. But school sponsorship has alse posed
some barriers. For example, allowing the A+ Pro-
gram to follow a school calendar and remain
closed during school holidays and vacations places
additional stress on working parents, who must
scramble for alternative child care. In contrast,
private providers appear to be willing and ready
to provide care year-round.

Staff development activities are limited. Site coor-

dinators, principals, teachers and parents—as well

as the evaluators of the program—have raised con-
cerns that A+ staff need more in-service training.
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¢ The lack of separate space for the A+ Program has
been a significant problem. The cafeteria/auditorium
and playground are the spaces most frequently used
for the program. Site visits conducted as part of
the evaluation revealed that, even in very well
managed or small sites, noise levels are not con-
ducive to doing homework or engaging in quiet
group activities. Access to the playground also
was limited in some sites. A lack of adequate stor-
age facilities is another problem.

¢ Concerns have been raised that the parent fee
structure is not realistic and that some parents
could afford higher fees.

o It has been suggested that the DOE sites establish
a special fund into which parent fees are deposited
rather than returning fees to the general fund.
Proponents of this approach believe that it wonid
encourage programs to strengthen fee collection.
Opponents argue that the policy would require
additional record keeping and paperwork.

» Reimbursement to conrract providers is based
on a maximum cost of $70 pet child (minus the
co-payment collected from parents) and has not
increased since the program began. DOE has gen-
erated additional revenue for the A+ Program by
increasing the fees charged to parents. (Monthly
fees were $25 per child when the program began.)
For private providers, however, the fee increases
reduce reimbursement from DOE and do not
result in increased revenue.

Other Sites With Similar Strategy

Hawaii is the only state that makes after-school
child care universally available to all children
enrolled in public elementary schools and partially
subsidizes its cost to parents.

Contuct

Linda Chung, Educational Specialist

Hawaii Department of Education

641 18th Avenue, Building V. 2nd Floor
Honolulu, HI 96825

Phone: (808) 733-9891

Fax: (808) 733-9890
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FINANCING CHILD CARE IN THE PRIVATE SECTOR

Employers and unions

In the past five years, major corporations have invested
more than $350 million in child care initiatives.*
These funds have been used primarily to help start new
child care centers, recruic new family child care homes
and improve the quality of child care services. (See
the profiles of the national American Business Collab-
orate iniciative and Houston's Corporate H.A.N.D.S.
in this section for examples of this approach.) Addi-
tionally, many employers have established dependent
care assistance plans that help ro reduce the cost of
child care by reducing employees’ tax burden (see Tax
Credits, Deductions and Exemptions, on page 35,
for a further discussion of this strategy) or expanded
the availability of flexible work arrangements such as
flextime, part-time, job sharing and telecommuting.
But few employers subsidize the recurring weekly
cost of child care for their employees.

The Con Agra Child Care Initiative, which is
summarized in this section, is a unique departure
from these trends. In addition to helping expand the
quaiity and supply of child care, Con Agra pays a
portion of the weekly cost of care for each of its
employees. The Con Agra approach is based on
financial partnerships with community-based Head
Start and child care centers. Levi Strauss & Company
has developed a strategy for meeting the child care
needs of its hourly workers that combines vouchers,
child care resource and referral services, and grants
to help strengthen the quality and supply of child
care services in communities where its employees
live and work. Both of these companies employ
hourly workers who, in general, do not qualify for
government-subsidized child care but who cannot

{ Fredman, D. 1995 “Planning Wizh Business Partners 1o Assist Low-Wage Workers: Let's Talk About It.” Speech presented at
the Administration tor Children and Families Planning Conference for State Child Care Adminiserators, September 27, 1995,

Washingron, DO

afford to send their children to prescheol programs
without help in paving for the care.

Florida has recently enacted a new initiative that
will offer matching state funds to businesses that
employ low-wage workers and are willing 1o pay 2
portion of the weekly cost of child care for their
employees. The program, which is profiled in the
following pages. was passed by the state legislature
earlier this year and will be administered by rom-
munity-based child care resource and referral agencies.

Collectively bargained labor/management child
care funds also have been an effective way to help
employees pay for child care. Two initiatives—the
1199/Employer Child Care Fund and the Enrich-
ment Grants Program sponsored by the New York
State Labor/Management Child Care Advisory
Commirtcee—are profiled in this section.

Parents often seek opportunities to be at home
with their infants. But no more than 2 percent of
employees are paid during maternity leave. Temporary
disability insurance (TDI) is a promising approach to
provide up to six weeks of paid leave for infant care.
Women who are able to add disability benefits to
accumulated sick and vacation pay may be able to
remain at home with their newborn child for several
months. Statewide temporary disability insurance
programs now operate in five states and Puerto Rico.
The plans are solvent, well-funded and pose a minimal
burden on employers and employees. In fact, the TDI
program in New Jersey (profiled in this section) has
been so successful that the state legislature is con-
sidering extending it for family members who must
leave employment temporarily to care for a newborn or
new!; adopted child or a seriously ill family member.
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Community child care initiatives

Child care is a local issue in many respects. Many
communities are engaged in planning for child care,
and nearly all encounter financing issues in the
process. The community initiatives profiled here
represent different approaches to child care financ-
ing. In Marin County, community, civic and child
care leaders devised a plan to help families pay for
child care through a scholarship fund. In San Fran-
cisco, a philanthropy is devoting the majority of its
resources to improving child care in the city and
focusing significant resources on four centers. In
Pittsburgh, a diverse group of business leaders,
professionals, community representatives and other
concerned citizens aims to establish a unified system
of early childhood care and education to ensure that
low-income communities in Allegheny County and
the city of Pittsburgh will have a sufficient number
of affordable programs that provide high-quality
care and education to low-income children. Local
philanthropies initiated each of these efforts to
engage the wider community in defining problems
and generating solutions.
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FINANCING CHILD CARE IN THE
PRIVATE SECTOR (Employers and Unions)

The Con Agra Child Care Initiative (Multistate)

Description

Con Agra Refrigerated Foods has established an
employes-supported child care initiative tailored to
the needs of workers who earn between $6 and $7
per hous, do shift work and live in rural areas where
regulated child care is scarce. To meet the child care
needs of its employees, Con Agra has established
parctnerships with Head Start/child care agencies in
three communities and is currently exploring the
feasibility of adding a fourth. Con Agra works with
an existing nonprofit organization and helps the
agency to expand the early childhood programs it
currently runs to include full-time child care for
children from infancy to school age. The centers are
open from 5:00 a.m. to midnight weckdays, and
sometimes on Saturday, to accommodate employees
from all shifts. Con Agra makes a contribution for
inicial start-up costs of the centers. The company
also pays a portion of the weekly cost of care for
each of its employees. In addirion, the employee’s
portion of the cost of care is deducted from their
paycheck and placed in a pretax dependent care
assistance plan (DCAP).

When Established

The first partnership—which included a Butterball
Turkey plant in Huntsville, Arkansas, and the
Northwest Arkansas Head Start agency—was
launched in 1992, and currently serves 75 children
of Con Agra employees as well as children from the
surrounding community.

Amaunt Generated Annually

Con Agra typically makes an initial contribution
(from its philanthropic foundation) of between
$20,000 and $50,000 to help with start-up costs
and, if necessary, will donate land for the child care
facility. Additionally, the company spends over
$200,000 per year to help subsidize the cost of child
care for 159 employees.
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One-time grant for capital costs associated with
start-up and weekly child care subsidies for employees.
Con Agra purchases “slots” in on-site or near-site
child care centers, and therefore pays for the care
even during times when the slots are vacant. The
child care centers serve children of all ages, including
school-age children who need care after school and
during the summer.

How Funds Disrribured

Con Agra conducts focus groups with employees to
learn how much they currently pay—and can afford
to pay—for child care. These dara, along with local
market rate survey data, are used to help establish
the child care fees paid by employees. (The average
fee is $47 per week.) The balance of the weekly
child care cost is paid by Con Agra. The company
deducts the parent’s share of the cost from their pay
each week and deposits it in a pretax DCAP. The
company combines these payroll deductions with its
share of the cost and reimburses the child care pro-
gram. (The employer’s portion of child care costs
must be reported as income to the employee bur is
not taxed by the federal or state government.) The
child care centers are run by a board of directors.
Con Agra has one seat on the board of each center.

Puopulation Served

The initiative assists Con Agra employees, who
typically earn between $6 and $7 per hour and nften
come from immigrant families.

Strategic Constderations

Con Agra sought to establish a child care initiative
that would meet the unique needs of its workforce.
This meant that the company needed to become
involved in helping to start programs as well as
provide operating assistance to keep the programs
running. (For example, when child care is needed on
Saturdays, the company pays the full cost of opening
the child care center for the day.) Partnerships with
Head Start agencies—a major eatly childhood pro-
gram in rural areas—proved to be the best strategy.
In considering this strategy, the following issues
should be explored:

* The company has demonstrated that rurnover
among workers who have children in their child
care centers has dropped by 50 percent. The child
care centers are also an effective recruiting tool,
especially for 2 company that is growing and
“always hiring.”

« Even though most of Con Agra’s employees owe

little in the way of taxes, the DCAP saves them

about $3 to $5 per week in child care fees.

Using a payroll deduction to collect the parent’s

share of the cost, and reimbursing the child care

centers directly, ensures that all child care fees are
paid and reduces administrative costs in the center.

Subsidizing the cost of the work-site centers ensures

that Con Agra families have access to quality early

childhood care and education programs.

Even with the subsidy provided by Con Agra,

the cost of child care is high for many employees,

especially those from families with only one

wage earner.

¢ Some of Con Agra’s workforce, especially immigrant
families, have been reluctant to send their chil-
dren to a child care center. They believe that chiid
care should always be provided within the family.

» Con Agra's decision to enter into partnerships
with nonprofit agencies involves some risk. Since
the company doesn't own and operate the center,
it relinquishes control. (“You are only as good as
your partner. When the agency is weak, the pro-
gram is weak.”)

Other Sites With Similar Strategy

While many employers have established on-site
child care centers and/ot sponsor other child care
initiatives, few have established initiatives targeted
at low-wage workers. (See the October 1995 issue of
Working Mother magazine for a list of 100 employers
that have established child care initiatives.)

Contact

Charlie Romeo, Director, Employee Benefits
Con Agra Refrigerated Foods

2000 South Batavia Avenue

Geneva, IL 60134

Phone: (630) 262-4067

Fax: (630) 262-4002
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FINANCING CHILD CARE IN THE
PRIVATE SECTOR (Employers and Unlons)

The Levi Strauss & Company Child Care
Initiative (Multistate)

Description

Levi Strauss & Company (LS&CO) employs almost
20,000 hourly workers in more than 35 production
facilities located primarily in small towns or rural
communities in the United States. Seventy-nine
percent of LS&CO employees are female and have
children; most are married and living in families
with two incomes. To meet the needs of this work-
force, LS&CO has developed a child care initiative
that includes three components: 1) vouchers to help
families pay for child care; 2) child care resource and
referral (CCR&R) services ta help families find and
evaluate care; and 3) a charitable giving program
(called the LS&CO Child Care Fund) that provides
grants to help improve the quality and expand the
supply of child care in communities where LS&CO
employees live and work. At present, the San Antonio,
Texas, production facility is the only site participating
in the voucher and CCR&R programs. The charitable
giving program is available in eight communities.

When Established
The program was established in 1991.

Amount Generated Annnally

Participating plants spend approximately $70.000
to $100,000 of their annual budget to support the
voucher and CCR&R programs. Corporate head-
quarters spends approximately $600,000 per year
on the charitable giving program.

Sertives Funded

Families receive child care vouchers of up to 50
percent of the price of their child care, capped at
$100 per month per child. The vouchers may be
used for any form of legal child care that is provided
to a child under 13 years of age. Enhanced CCR&R
services (including on-site seminars on choosing
child care) are also available at the San Antonio
facility. The charitable giving program provides
funds for training, planning/partnership, infant care,
before-/after-school, preschool, summer/vacation,
and resource and referral programs.

How Funds Distributed

1LS&CO's voucher program is administered by an
ourside vendor. Employees submit receipts directly
to human resources staff at their facility. The vendor
prepares monthly checks, which are paid directly to
the child care provider, and handles the year-end
reporting to the IRS. Because the voucher program
is part of the company’s dependent care assistance
plan, the benefit is nontaxable. The CCR&R service
is provided by local agencies via a contract with the
local plant facilicy. The charitable Child Care Fund
is managed by the company’s Community Affairs
department. Grants are provided to local nonprofit
child care agencies to expand or improve services in
ways that benefit both LS&CO employees and the
community. Community Affairs staff provide moni-
toring and technical assistance to fund grantees.

Population Served

CCR&R services are available to all employees at
the 1.5&CO San Antonio production facility. Income
eligibility for the voucher program is graduated by
family size, and is capped at approximately $35,000
for a family of eight or more. (Unmarried partners
are included in the definition of “farnily.”) Start-up
and quality improvement grants under the charita-
ble giving programs are available to all types of
nonprofit child care programs, including child care
centers, Head Start programs, school-based pro-
grams, family child care homes and other child care
services located in communities where LS&CO
employees live and work.

Strategic Considerations

LS&CO employees are a prime example of families

that, in general, do not qualify for government-sub-

sidized child care but cannot afford to send their
children to preschool programs without help in
paying for the care. The company voucher program
has been an important benefit for these families. '
considering the LS&CO approach, the following
issues should be explored:

e Reimbursement levels make a big difference.
When the voucher program was initiated, reim-
bursement was limited to $50 per month per
child. While vouchers at this level were somewhat
helpful to families financially, they were not large
enough to make a difference in the type of child
care selected by families. (With reimbursement




levels this low, most families continued to rely on
relatives, neighbors and friends.) When reim-
bursement was raised to $100 per month per
child, participation in the program tripled and
half of the participating families switched to a
center-based preschool program or a regulated
family child care home.

Unlike many other industries, LS&CO does not
lease its corporate support for the voucher program
on a cost-benefit analysis of employee turnover. In
general, turnover at most LS&CO production
facilities is quite low. However, the company is
finding that new approaches to production and
management (such as using computer technology.
working in teams and so forth) require 2 more
highly educated and skilled workforce. In order to
atcract this new workforce, the company needs to
provide a competitive benefit package.

Support for the program is also based on strength-
ening employee loyalty and commitment. In an
era of widespread corporate downsizing, employees
know that they are not likely to work for the same
company their entire lives. They are, therefore,
less likely to feel committed to their employer.
As a result, many companies are attempting to
develop new social contracts with employees,
contracts that help to build worker loyalty
through family supports and other “quality of
work-life” programs father than a commitment

to lifetime employment.

¢ While all production facilities have the option of
participating in the voucher program, those who
elect to participate must allocate funds from their
local budget to pay for the program. To date, only
one local facility has elected to parricipate (the San
Antonio facility, where the program was piloted and
staff saw the resules). It is likely that participation
would be higher if funds to support the program
were allocated from the overall corporate budget
rather than from the local production plant budgets.
In additiun to the work/family benefits described
above, 1LS&CO has a dependent care assistance plan
(which is primarily used by salaried employees at
corporate headquarters) and flexible work schedules.

Other Sites With Similar Strategy

While many employers have developed voucher
programs and/or enhanced child care resource and
referral services and funds to help improve the quality
and expand the supply of child care, few have estab-
lished initiatives targeted at hourly workers with
low or moderate incomes. (See the October 1995
issue of Working Mother magazine for a list of 100
employers that have established child care initiacives.)

Contact

Merle Lawrence, Community Affairs Manager
Levi Strauss & Company

1155 Battery Street LS/7

San Francisco, CA 94111

Phone: (415) 544-6010

Fax: (415) 544-6575
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FINANCING CHILD CARE IN THE
PRIVATE SECTOR (Employers and Unlons)

The American Business Collaboration for
Quality Dependent Care (National)

Desereption

The American Business Collaboration for Quality
Dependent Care (ABC) is a business strategy intend-
ed to increase the supply and quality of dependent
care services in the U.S. ABC was formed in
response to key labor force changes brought about
by the increasing number of women and dual-earner
families in the labor force and the increasing care-
giving responsibilities of employees. Twenty-one
major U.S. nationa! and international corporations,
called the "Champions,” form the core of the collab-
oration. The collaboration also includes more than
100 regional and local businesses who partner with
the Champions in specific initiatives.

The 21 Champion companies are: Aetna Life and
Casualty, Allstate Insurance Company, American
Express, Amoco, AT&T, Bank of America, Chevron,
Citibank, Deloicte & Touche, Eastman Kodak,
Exxon, GE Capital Services, Hewlett-Packard, IBM,
Johnson & Johnson, Mobil, NYNEX, Price Water-
house, Texaco, Texas Instrcuments and Xerox.

W hen Established

The ABC was originally formed in the fall of 1992.
The second phase was launched in the fall of 1995,
with dollars commirtted through 2000.

Anount Generated Annually
From 1992 through 1994, the ABC invested over
$27 million in a range of child and elder care services
and programs. From 1995 through 2000, the ABC
has committed to investing an additicnal $100 mil-
lion in targered communities around the country.
At the end of phase one, approximately 50
percent of ABC funds were expended in support of
early childhood child care projects. The remaining
funds supported school-age care (38 percent) and
elder care (12 percent). The plan for phase two is to
continue the community needs-driven approach
used in phase one. Thus, no targeted allocation
among the three areas has been made up front. Elder
care will likely increase along with school-age care,
and more projects focused on infantitoddler care
probably will be funded.
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Servnes Funded
Child care centers, family child care and school-age
care services and improvements have been funded.
Existing community services in a target area may
receive support, while new services also may be
developed. ABC funds are for start-up expenses, not
the ongoing expenses of operating a program (e.g.,
fee subsidies). These funds are for one-time efforts
that expand or improve services, such as facility
construction or renovation to accommodate a pro-
gram for infants and toddlers, a center-wide staff
development program, mini-grants for equipment
and other items necessary to achieve accreditation,
and the direct costs of accreditation. The expectation
is thar programs will sustain their ongoing opera-
tions chrough fees and other sources of revenue.
During phase two, greater emphasis is being
placed on quality improvement, developing services
that meet the specific needs of working parents such
as extended hours, and projects focused on services
for school-age children.

How Funds Distributed

The ABC is managed by Work/Family Directions, a
national prov der of corporate work-life services. The
process for developing ABC-funded community-
based strategies begins with an employee demand
assessment focused on employees in a company (or
companies) in a specific geographic area and a supply
assessment focused on the same area. The resulting
gap analysis leads to recommendations for projects
and programs to fill the gap between demand and
supply. The assessments, analysis and recommenda-
tions are conducted by Work/Family Directions.
The next step is for Work/Family to issue an RFP
(request for proposals) to potential community ven-
dors. The RFP is tailored to the selected approaches
and clarifies employee needs and demands that must
be addressed. Winning proposals are funded through
contracts with Work/Family Directions. Another
way that projects may be funded is through a “spe-
cial opportunity”—an existing project or initiative
that is aligned with identified employee needs and
in which ABC can become a funding partner.

In the second phase of ABC, projects are devel-
oped through community-based strategies (described
above) and through a new strategy: championship
models. Championship models are intended to be
rescarch and development projects that can test
innovative solutions that are national in scope and




can be adapted widely. Currently, there are four
kinds of championship models in the works:

1) The Bridge project is a voice mail messaging
service in public schools designed to improve com-
munication among parents and teachers.

2) Backup Care 15 developing a series of child and
clder care programs matched to employee needs.
such as in-home care, programs for mildly ill chil-
dren and regiscries of backup care providers.

3) Middle Schoo! Youth is developing innovative
atter-school and summer programs for adolescents

(10- to 14-year-olds) tailored to the needs and inter-

ests of adolescents.

1) Partnerships for Quality Care is developing

interatives in four broad subgroups, keyed to the

structure of child and elder care services.
Additionally, ABC's work al<o involves:

e School-age child care accreditation is being devel-

oped with leading school-age care associations and

two funding partners (the U.S. Air Force and the
DeWitt Wallace-Reader’s Digest Fund).

¢ With leading family child care trainers, additional

family child care training curricula are being
created based on a professional development wro-
gression model wich both advanced practice and
mentoring curricula.

With the National Institute of Adult Daycare, a
program accreditation system for adult day care
programs is being piloted.

all strategy of improving quality in center care.
The analysis of facilitated center accreditation

Director credentialing is the next step in the over-

Strategre Constderattons

Business acts in response to bottom-line business
concerns. The Champion companies, in their joint
st.tement launching phase two, said, “We believe
that supporting the diverse dependent care needs
of our employees is critical to our success as it enables
our companies to attract and retain a productive,
competitive, committed and motivated workforce.”
ABC funds are business dollars, not charitable
dollars, and must demonstrate a direct link berween
projects funded and company productivity.

ABC concentrates on expanding and improving
the supply of dependent care. Corporate support
for the ongoing cost of child care for empioyees is
expressed through company-sponsored dependent
care assistance plans (DCAPs) and the provision of
other services such as resource and referral pro-
grams. (A DCAP is profiled on page 35.)

The Champions believe, "By working together we
can do more to meet the dependent care needs of
our employees than if we worked alone.” Signifi-
cant effort was requised to create and maintain the
collaboration among leading national corporations.
Community-level models that emulate and link with
ABC are an effective strategy for child care improve-
ment and expansion in areas with concentrations
of corporations. For example, Houston has created
such a model (Corporate H.A.N.ID.8.). In areas
with one major employer or few large employers,
single-company strategies can be effective.

Other Sites With Similar Si. ttegy
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underraken in phase one showed that the strongest
indicator of successful accreditation is good, sound
leadership. Director credentialing is designed to
address the gap between the need to develop leaders
and the scarcity of educational programs to do this.

The ABC offers opportunities for local and regional
employers to join the collaboration to work on

solutivns in their communities. The Houston Area
Network for Dependent Services (HAN.D£.)isa
local employer collaborative that partners with the

ABCss role in each of these is to partner with lead-
ing organizations and help stimulate iuterest in the
provider communty to advance innovative solutions.

Pepulasson Served

ABC initiatives are targeted specifically at the needs

of employees 1n a particular geographic area. Typi-
cally, the needs of employees determine the types of
service improvements, expansions or development
that occur in a community. Liuring the first phase,
45 communities in 25 states and the District of
Columbia were involved 1 ABC-funded initiatives.

ABC. (H.AN.D.S. is profiled on page 74.)

Contact

Berty J. Southwick

Director of Comnunity Development
Work/Family Directions

930 Commonwealth Avenue West
Boston, MA 02215-1274

Phone: (800) 253-5264 or (617) 278-4087
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FINANCING CHILD CARE IN THE PRIVATE
SECTOR (Employers and Unions)

Houszzs Area Network for Dependent Services
{Corporate H.A.N.D.S.) (Texas)

Description

Corporate H.A.N.D.S. is a collaboration of 30
companies in the Houston area who pool their
resources to support investment in dependent care
services.! The companies work together to identify
the dependent care needs of their employees and the
community around them. Specific projects are then
developed to help meet those needs.

When Established
Planning began in 1991, and the project was
launched in 1992.

Amount Generated Anntally
$750,000 was raised in fiscal year 1996.

Services Funded

Improving the quality of early childhood care ard
education (including practitioner training, program
accreditation, on-site visits by child care specialists,
scholarships for professional development, peer-support
meetings, parent education and small equipment
grants); facility expansion grants, summer programs,
and elder care refecral, consultation and support.

How Funds Distributed

Families who are employed by corporate members
nominate programs or projects. Initiatives for Children,
a Houston-area child care resource and referra] agency,
selects child care projects (based on criteria established
by the corporate members) and administers funds.
Sheltering Arms, a local United Way agency, admin-
1sters the elder consultation and referral service.

Puprulation Served
Corporate H.A.N.D.S. funds and training services
are made available to community-based and company-
sponsored child care and early education programs
that: 1) are located in areas with a high population
of member employees; 2) are already serving some
member employees and are willing ro give priority
enrollment to more of these families; and 3) are
willing to participate in training and work roward
accreditation. (It is important to note that, while
the programs must give priority to the children of
Corporate H.A.N.D.S. members, these programs
typically serve a diverse constituency and include
many children from the larger communiry.)
Recently, Corporate H.A.N.D.S. has been focusing
on programs that serve children between the ages of 10
and 13, including efforts to make afternoon enrichment
programs more accessible to school-age children and
encourage planning among the staff ar middle schools,
local parks and recreation departments, and others.

Strategic Considerations

Corporate H.A.N.D.S. seeks to enhance the produc-

tivity of participating businesses and strengthen the

child care and education programs in the community
at large. In considering the feasibility of replicating
chis strategy, the following issues should be explored:

* Pooling resources strengthens the capacity of all
participants. Smaller companies see a greater
impact from the limited doliars they can contribute;
larger companies see more cost-benefit and wider
utilization of the initiatives they sponsor.

* Including child care (for children of all ages) and elder
care issues allows the initiative to reach more families.

» Corporate members appreciate that H.AN.D.S. is
a locally developed and administered initiative; their
contributions have a direct impact in Houston.

* Funds raised by Corporate H.A.N.D.S. are used to
increase the quality and supply of child care and
early education programs in the community. The
initiative does not help parents pay for child care.
It also does not provide the operating assistance
many child care programs need to attract and
retain qualified teachers.

1. In 1996, H.A.N.D.5. included the following members: Aetna Life and Casualty, Allstate Insurance Company, Amaco Corporation,
AT&T, Chevton, College of the Mainland, Cooper Indusr zes, Deloitte & Touche, Dow Chemical, Enron Corporation, Exxon, First
Interstate Bank of Texas, Houston Chronicle, Houston Lighting & Power Company, IBM, KHOU-TV. Lyondell Petrochemical,
Marathon Oil Company, Meridian Qil, Inc.. Mervyn's, Mobil, PanEnergy Corporation, Santa Fe Resources. Inc.. Tennece, Texaco,
Texas Commerce Bank, Texas Instruments, Transcontinental Gas Pipe Line Corporation and UTMB.
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* Approximately half of the members of Corporate
H.A.N.D.S. are members of the national Americun
Business Collaborative (ABC) initiative. Initiatives
for Children has worked out a cooperative agreement
with Work/Family Directions (the entity that
administers ABC) to allow these dollass to be spent
in Houston following the locally developed plan.

Other Sates Witk Somalar Stvare@

Corporate Champions in Charlotte, North Carolina,
as well as corporate/community initiatives ip Seattie,
Washington; Fort Worth and San Antonio, Texas;
Denver, Colorado; Rochester, New York; and many
other cities.

Contact

Kathleen Rowland

Initiattves for Children, Inc.

5433 Westheimer Road, Suite 620
Houston, TX 77056-5305

Phone: (713) 840-0948

Fax: (713) 235-1022

FINANCING CHILD CARE IN THE
PRIVATE SECTOR (Employers and Unions)

Child Care Partnership Act (Florida)

Descriptian

The Child Care Parcnership Act is designed to
encourage businesses that employ low-wage workers
to pay a portion of the cost of child care for their
employees. When the legislation is implemented,
matching funds will be made available w employers
who help subsidize the cost of child care for the
low-income individuals they employ. The act creates
a nine-member Executive Partnership, comprised of
corporate leaders, to establish more specific guide-
lines and eligibility criteria for the program.

When Established

The act was included as part of Florida’s most recent
welfare reform legislation, which was passed during
the 1996 legislative session.

Aniount Generated Annually
$2 million was appropriated for the initial, pilot
phase of the Partnership.

Services Funded
Chi'd care subsidies for employed families with
low incomes.

How: Funds Drstributed

The act specifies that funds will be administered by
child care resource and referral agencies, the private
nonprofit organizations that administer child care
subsidies in Florida. Further details will be devel-
oped by the Executive Partnership.

Populatson Served

Working families with incomes at or below 150
percent of the federal poverty level (approximately
$26,000 for a family of three).

75
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Strategre Constderations

The Child Care Partnership Act grew out of several

activities that were taking place more or less simul-

raneously. These incluac the following:

» The waiting list for subsidized child care had
grown to more than 20,000 names statewide. -

¢ Members of the Florida State Legislature were

looking for ways to encourage greater employer

involvement in child care and began to explore
the feasibility of developing a martching grants
program.

The Florida Children’s Forum and the Child Care

Action Campaign held a child care symposium (at

the state capital) for employers and policy makers.

"_ne Child Care Partnership martching grants pro-

posal was presented to the group and was received

very favorably.

* A federally funded child care research partnership
examined che employment patterns for families
who receive child care subsidies and was able to
identify, in several regions of the state, the specific
industries in which workers receiving child care
subsidies were likely to be employed. This put a
human face on the data and helped legislators to
understand who, specifically, would be affected by
the bill.

These activities, taken together, helped to solidify
bipartisan support for the act, which was included as
part of the welfare reform legislation developed by a
Republican member of the legislature. Additionally,
a number of business leaders offered strong support
for the legislation.

Orher Sites With Similar Strateg)
None have been 1dentified.

Contac?

Susan Muenchow, Executive Dirzcter
Florida Children’s Forum

250 East 7th Avenue

Tallahassee, FL 32303

Phone: (904) 681-7002

Fax: (994) 681-9816
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FINANCING CHILD CARE IN THE
PRIVATE SECTOR (Employers and Unlons)

The NYSLMCCAC Enrichment Grants Program
(New York)

Description

The New York State Labor/Management Child Care
Advisory Committee (NYSLMCCAC) has estabiished,
and continues to support, a network of 51 work-site
child care centers for children of state employees.

In addition to providing technical assistance and
start-up grants, NYSLMCCAC has established an
Enrichment Grants program to enable the centers
to address program quality issues and also maintain
affordable fees for employee parents. Grant funds are
distributed to the centers based on formula that
takes into consideration the number of state
employees’ children enrolled and the percentage of
low-income parents served. Centers that receive
accreditation from the National Academy of Early
Childhood Programs receive a one-time additional
$5.000 in their operating grants.

When Established

NYSLMCCAC was established, and bzgan to pro-
vide starr-up grants and technical assistance, in
1981. In 1986, support from NYSLMCCAC was
expanded to include health and safety grants. In
1989, the health-and-safety-grant concept was
broadened to include stalf development and other
operating costs, and was renamed the Enrichment
Grants program.

Amount Genevated Annnally

In the 1995-96 state fiscal year, $1,703,310 was
expended for the Enrichment Grants program.
These funds. and others overseen by the NYSLMC-
CAC, are set aside as part of the collective bargain-
ing process with the following unions: Civil Service
Employees Association (CSEA), Public Employees
Federation (PEF), United University Professions
(UUP), Council 82, District Council 37 and the
Graduate Student Emplovees Union. The Governor's
Office of wmployee Relations also contributes on
behalf of management/confidental employees.
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Nertreer Frended

The grants may be used for the following: staff salaries
(with some restrictions) and benetits, staff development,
health and safety projects, professional services (such
as bookkeeping and legal assistance), supplies. equip-
ment, nonroutine maintenance. liability insurance.
aiverusing. iood and occasional labor.

Hew Frndo Drariated

Funds are distributed through contracts between
each center and the Governor's Office of Employee
Relarions (which staffs the NYSLMCCAC.) The
centers are required to submirt an expenditure plan
for the total grant amount. a staffing plan. a list of
board members, a vear-end audit, the board's response
to the audit management letter, and certification

of grant expenditures. Additionally, all necwork
centers must establish a sliding fee scale.

Popiedaiion, Sertod

Network centers serve primarily children of state
employees, although they miay serve che larger
community as well—and many do. Rather than
requiring the centers to serve a specific percentage
of state employees, NYSLMCCAC expects the centers
to give priority to children of state employees and to
establish a sliding fee scale for these employees.

Stvarga Consderation
During the years that it helped to establish a net-
work of work-site child care centers, NYSLMCCAC
learned firsthand that child care was critically
underfunded. It became clear to the committee that
in o=der for the centers 1o keep parent fees affordable
and also mainrain high quality standards, operating
support in addition to parent fees was necessary. In
considering this strategy, the following issues should
be explored:
¢ New York State's network of work-site child care
centers is a very visible, tangible response to
employees’ needs for high-quality child care.
Several of the centers provide care during vdd
henrs (for example, shift workets at state mental
healch and correctional facilities). Many provide
before- and after-school programs as well as holi-
day programs and summer camps. Employees are
very pleased with the centers. The state henefits
from improved morale and productivity and
decreased absenteeism.

 Many state employees are not able to benefit from
the work-site centers. Most of the centers have
long waiting lists. and services for infants and
toddlers are extremely limited. NYSLMCCAC has
atcempted to address this concern by developing a
number of related programs, including: enhanced
resource and referral services: a Work and Family
Initiatives Fund that makes small grants available
to local labor/management committees for projects
or services designed to address local identified
needs; and a Dependent Care Advantage Account
Program (profiled on page 35 of this report.)

Orirer Sezes Wath Somidar Str ey

Twenty-six states have at least one work-site child
care center (althcugh most states have only one of
these centers). Most of these states made funds avail-
able to help renovate the facility and to cover other
start-up costs. Many of these crates provide the
centers with free rent, utilities and maintenance ser-
vices, but none provide operating assistance similar
to the NYSLMCCAC Enrichment Grants program.

Contact

Deborah Miller, Staff Director

New York State Labor/Management Child Care
Advisory Committee

South Swan Street Buiiding

Core 1, 2nd Floor

6 Empire State Plaza

Albany, NY 12223

Phone: (518) 473-8091

Fax: (518) 475-3581
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Private Sector Financinz

FINANCING CHILD CARE IN THE
PRIVATE SECTOR (Empioyers and Unlons)

The 1199/Employer Child Care Fund
(New York City)

Description

The 1199/Employet Child Care Fund includes
concributions, set aside as part of the collective bar-
gaining process, from 147 employers. The funds are
used to help meet the child care needs of empiloyees
who are member- of Local 1199, the National
Health and Human Services Employees Union.

Wbhen Established
The fund begun in 1992 with contributions from 16
hospitals and nursing homes.

Amount Generated Annually
$7.9 million was contributed in 1996.

Services Funded

The fund supports seven initiatives, which include:
one on-site centet; contracts with communicy-based
child care centers and family child care homes;
vouchers that reimburse up to $75 per week for
child care provided in a wide range of formal and
informal child care settings; contracts with more
than 100 summer camps in the metropolitan area;
contracts with programs offering care during school
holidays; child care resource and referral services; and
a weekend cultural arts program for children and
teens interested in dance, music, art, theater, tutor-
ing, SAT/PSAT preparation and physical education.

Huw Fands Distributed

A board of trustees (13 union representatives and 13
management representatives) establishes broad poli-
cy guidelines for the fund. One hundred and twenty
local child care committees, located at worksites,
conduct needs assessments, analyze and allocate the
child care budget, promote child care programs,
serve as liaisons to the fund, assist with program

registrations and recommend child care programs to
the fund staff.
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Population Served
Children {from infancy to 17 years of age) of 1199
members.

Strategic Considerations

The 1199/Employer Child Care Fund was establxshed

to increase 1199 members’ access to high-quality,

affordable child care services and information.

(Eighty percent of 1199 members are women.) In

considering the strategy, the following issues should

be explered:

e Establishing the fund under che umbrella of Local
1199 allows the resources of many employers to
be combined (147 employers currently participate).

e The initiative serves children of all ages and has a
mix of approaches and payment methods to meet
diverse family needs.

o Local work-site child care committees play «
pivotal role in identifying needs, approving fund
allocation and developing new programs.

Qther Sites With Similar Strategy

The New York State Joint Labor/Management
Child Care Advisory Committee is a child care fund
established by several public employees unions, but
it is not as large or as diverse as the 1199 fund.
Other private-sector, collectively bargained child
care funds have not been identified.

Cuntact

Carol Joyner, Executive Director
1199/Employer Child Care Fund
330 West 42nd Street

New York, NY 10036

Phone: (212) 564-2220

Fax: (212) 564-2971
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FINANCING CHILD CARE IN THE
PRIVATE SECTOR (Employers and Unions)

‘Temporary Disability Insurance Coverage for
Maternity Leave (New Jersey)

Decription

New Jersey's temporary disabiliry insurance (TLD
program has three componer.ts: the state plan, pri-
vate plans, and disability during unemployment.
The state lan levies a tax on employers and
employees of .5 percent of the first $18,000 of
wages. Benefits are equal to two-thirds of a worker's
weekly wages, up to a maximum of $339 per week,
for up to 26 weeks. Employers are permitted, how-
ever, to provide disability insurance coverage to
employees through private plans approved by the
state. These plans must provide coverage thatr meets
or exceeds state plan benefits with respect to com-
pensation, eligibility requirements and payment
durarion. Both the state and private plans extend
coverage to disabilities that begin within 14 days
after the last day of employment. After the 14th
day, workers are covered under the disabiliry during
unemployment program. This separate program is
administered as part of the unemployment compen-
sation system.

When Established

The New Jersey TDI program begar in 1949, when
$50 million was transferred from the Unemploy-
ment Insurance Trust Fund. Initially, coverage was

given for all disabling conditions except pregnancy,
which was added in 1961.

Amouni Generated Annually

Employees with an annual income of at least
$18,000 pay $90 per yea. for TDI. The potential
benefit, per employee per year, is $8,814 for 26
weeks—but pregnancy-related claims do not typi-
cally reach this maximum. Data for 1990 indicate
that the average duration of pregnancy-related
claims was approximately 82 days. (The average
duration for all other benefits is approximately 72
days.) Pregnancy currently accounts for approxi-
mately one-sixth of all benefits.

Servzces Funded
TDI benefits are limited to a nonoccupational illness
or disability, including pregnancy.

Hue: Funds Distributed

The state plan and the disability during employment
program are directly administered by the Division
of Unemployment and Disability Insurance. This
agency is responsible for determining claimant
eligibility and paying benefits. Private plans are
administered by private insurance companies or
through self-insurance.

Population Served

In 1990, the New Jersey Department of Labor
reported that almost 97 percent of women who filed
for TDI benefits earned less than $25,000 per year.
A 1991 report indicated that 31 percent of the
women filing for TDI earned berween $10.000 and
$15,000 per year.

Strategic Considerations

Work on the initial TDI proposal began in 1943,

when a state commission on postwar eccnomic wel-

fare began to explore how to develop a program to
protect workers against wage loss caused by illness
or nonoccupational accidents. Pregnancy was added
as an allowable “disability” in 1961. The law was
furcher amended in 1979 to comply with the federal

Pregnancy Discrimination Act.

The benefits available under TDI, though very
limited, can be an important soutce of support for
employed mothers with low to moderate incomes.
When combined with accumulated vacation and
sick leave, TDI benefits can help a mother to stay
home with her newborn child for several months. In
considering this strategy, the following issues should
be explored:

o Partial wage replacement under TDI is an inex-
pensive way to support parental leave, and one
that allows the cost to be shared by employers and
employees. It helps to keep many low-income
women off welfare and has not caused a significant
economic strain on employers. Although the New
Jersey TDI claims load has increased, the fund has
remained solvent due in part to the fact tl... the
taxable wage base is adjusted each year with
increases in the average weekly wage. Interest
income on the fund also conttibutes to its solvency.

°n.
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¢ The cost of TDI benefits is considerably less than

the cost of subsidizing infant care for low- and

moderate-income families.

The New Jersey approach to TDI is esmecially

helpful for small employers who could nor afford

to provide paid parental leave wichout a state
fund. In 1952, 72 percent of employees were cov-
ered under private plans. Over time, however,
smaller employers found that it didn’t pay to have

a private plan, and some private insurers found it

wasn't profitable enough to compete with the

state. More and more employers enrolled in the
state plan. By 1994, only 21 percent of covered
workers and 3 percent of covered employers used
private plans.

o TDI is currently limited to a pregnancy-relared
“disability” that is corroborated by a physician. It
may not be used to care for a newborn, an adopred
child or by a father or other family member (none
of whom gave birth to the child and were there-
fore not “disabled” by pregnancy). However, the
New Jersey Legislature is cutrencly considering
legislation (A1660) to extend TDI to provide
replacement income for family members who
must leave employment temporarily to care for a
newborn or newly adopted child, or a seriously ill
family member.

| 80

Other Sites With Similar Styatey

Five states in addition to New Jersey have temporary
disability insurance programs, including: Rhode
Island (funded by employee tax); California (funded
by employee contributions); New York (funded by
employer tax or joint employer/employee contribu-
tions); Puerto Rico (funded by employers and
employees); and Hawaii (funded by an employer and
employee tax). Additionally, more than half of all
workers in the United States receive TDI benefits
from their employer through private insurance plans.

Contucts

William Schwartz (contact for current TDI program)
Unemployment Insurance/Employment Services Office
New Jersey Department of Labor

CN-387, 11th Floor

Clinton, NJ 08625

Phone: (609) 292-2680

Gregory L. Williams (contact for new legislation
to expand TDI)

Senior Research Associate

New Jersey State Legislature

Office of Legislative Services, Central Staff

State House Annex, CN-068

Trenton, NJ 08625-0068

Phone: (609) 984-0445

Fax: (609) 777-2998
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FINANCING CHILD CARE IN THE
PRIVATE SECTOR
(Community Child Care Initiatives)

Child Care Scholarship Fund of the Marin
Communiry Foundation (Marin County. Califoenia)

Description

The Child Care Scholarship Fund (CCSF) provides
financial assistance to low- and moderate-income
Marin County families. It was launched by the
Marin Community Foundation, which was estab-
lished in 1987, anchored by a $600 million trust
fund and other donor bequests. The CCSF is an
endowment fund managed by the Marin Communi-
ty Foundacion. The proceeds from the CCSF support
the Child Care Scholarship Program (CCSP), which
is administered by the Marin Education Fund
(MEF), which administers a variety of other voca-
tional and educational scholarship programs.

W'hen Estadlished

The CCSF was announced in 1990 with a $3 million
donation from the Marin Community Foundation to
establish the endowment. The foundation also estab-
lished an additional pool of up to $3 million of
challenge funds to be used to match community
donations. The first scholarship awards were made

in 1993.

Amount Generated Annually

In 1990, the Marin Education Fund was selected to
design and administer the scholarship program as
well as to raise the community funds to draw down
the match. The Marin Education Fund had 10 years
of successful experience managing vocational and
educational scholarships for the community. For the
first few years of fund development, the Marin
Community Foundation set a 3-to-1 match rate—
$3 for every $1 donated by the community. For
1994.95, the match rate was 2-to-1, declining to
1-to-1 for 1995-96 and beyond. The original goal
was tn have a total of $9 million in the CCSF by
1997. Community donations amounting to
$650,000 were raised from local businesses, other
philanthropies and a few individuals, in particular
one anonymous individual who donated $250,000
structured to provide additional giving incentives.

Currently, the value of the CCSF endowment
stands at $6 million. This generates abour $300,000
annually for scholarships. administration and further
fund development. $225.000 is allocated annually
to child care scholarships.

Sertaees Faonded

The CCSP was originally designed to help Marin
families whose incomes exceeded the eligibility lim-
its for state child care subsidies. This was modified
over the years to cover families with lower incomes
who needed help to bridge a2 gap between public
subsidies. to adjust the upper income for inflation,
and to reduce the number of years that a particular
family was assisted, in order to enlarge the number
of families who could be helped.

Currently, the proceeds from the CCSF provide
financial assistance in the form of child care scholar-
ships to low- and moderate-income families.

Scholarships cannot be used for purely child
enrichment programs ot for child-protective reasons.
Families must use licensed child care providers
(either centers or family child care homes) to qualify
for assistance.

Families must have low to moderate incomes.
The upper income limits currently range from
$35,000 for a family of two to $40,000 for a family
of four or more. Scholarships are awarded to cover
between 30 percent and 90 percent of the family’s
child care fees, based on the family’s income. Assis-
tance is designed to be a time-limited bridge to
help the family make the transition to self-sufficiency.
Scholarship awards are not made for longer than two
years, and many are for six months or less.

Hou Funds Distributed
Families learn about the CCSF through child care
providers, the local child care resource and referral
agency, word of mouth and outreach materials from
the Marin Education Fund. Families who call the
MEF can speak directly to a child care advisor, listen
to a voice mail informational message and/or have
written informational materials mailed to them. A
family completes an application and is then inter-
viewed by the child care advisor (who works as part
of a team of financial counselors).

Once the family is approved for a scholarship,
MEF issues an award letter providing the specific terms
of the grant (length, total amount and percentage of
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Private Sector Finam ins

fee). Payments are made to the child care provider
on a monthly basis. Scholarship awards are reviewed
every six months for continued eligibilicy.

Population Served

Scholarships are available to families who are Marin
County residents, have incomes below $40,000 and
need child care because they are employed, actively
engaged in a vocational or educational program,

or are seeking work directly after completing such
a program.

Strategic Considerations

® The ease of raising $3 million in community funds

to march the challenge grant offered by the Marin

Community Foundarion was underestimated.

The task proved difficult and more costly than

anticipated. The original estimate of more than

a 10 percent return on investment for the CCSF

also was overly optimistic. The MEF believes these

difficulties were due, in part, to the economic climate
of California and the county, which worsened
dramarically berween the late 1980s when the

CCSF was conceived and the early 1990s when

the fund-raising began.

The original design for CCSP in the late 1980s

called for supporting families with incomes

between $15,000 and $28,000 art an average 50

percent subsidy over the years uncil cheir children

reached age 10. At that time, it was estimated
that between 600 and 700 Marin families would
qualify. By the time CCSP was launched and
began making scholarship awards in 1993-94, the
estimate of eligible families had soared to more
than 4,000, primarily due to economic and demo-
graphic changes. Eligibility criteria were
redesigned to match the resources available, while
remaining true to the original intent of helping
families who were ineligible for public subsidy.

e The Marin Community Foundation was criticized
when the CCSF was announced because the CCSF
was promoted as “the answer"—the one best strat-
egy to address child care needs of Marin County
families. Previously, the foundation had made
grants to many local child care ceuters. Eventually,
the foundation resumed its community-based
child care grantmaking ut an annual level of about
$500,000. The focus 15 on child care improvement
and expansion, especially in relation to community
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development and the economic seif-sufficiency
of families.

* The experience of the CCSF shows that a scholar-
ship fund is insufficient to address the full range
of child care issues in a community. Scholarship
funds are a valuable and important part of an
overall strategy designed to increase public and
business concern about child care and increase
investment on behalf of lower-income families.
Strategies and resources also have to 1) build the
capacity of the child care community to function
more effectively and expand its services, and 2)
build the civic constituency to support child cate
as an integrai part of community economic and
overall planning. The underlying message is that
community health depends on good, affordable

child care services.

Other Sites With Similar Strategy
A similar scholarship fund is being set up by the
Community Foundation of Collier County in
Naples, Florida.

The Vermont Community Foundation is host to
a new initiative, which may be similar, called the
Child Care Fund of Vermont. The fund’s long-term
goal is to change the funding structure of child care
in the state of Vermont in order to increase overall
investment by 50 percent. The fund's immediate
activities are focused on fund development and on
public engagement designed to raise the level of
debate around child care issues, creating a public
consensus for greater investment.

Contacts

Susan Badger, President
Marin Education Fund
1010 B Street, Suite 300
San Rafael, CA 94901
Phone: ( :15) 459-4240
Fax: (4195) 459-0527

Julie Cadwallader-Sraub, Director

The Child Care Fund of Vermont

clo The Vermont Community Foundation
P.O. Box 30

Middlebury, VT 05753

Phone: (802) 241-2585

Fax: (802) 241-2979

E-mail: juliec@ahs.state.vt.us
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FINANCING CHILD CARE IN THE PRIVATE
SECTOR (Community Child Care Initiatives)

The Model Centers Initiative of the Miriam and
Peter Haas Fund (San Francisco, California)

Description

The Model Centers Initiative provides significant,
multiyear support to a small number of child care
programs in San Francisco that serve low-income
families with preschool-age children. The goal is to
help each center become a “model center” that pro-
vides developmentally appropriate, high-quality
child care. The initiative is the central focus of the
fund's grantmaking strategy to improve the quality
of life for young children and their families in San
Francisco. The fund’s overall grantmaking program
focuses primarily on early childhood care and educa-
tion in San Francisco.

¢ hen Established

The Model Centers Initiative was designed during
1995, and the first four centers were selected to
pasticipate in 1996.

Anount Generated Annually

Annual grants to the centers range from $100,000
to $400,000. The fund has commitred to suppcrt
the initiative for three years and may extend its
commitment to five years.

Services Funded
Eligibility criteria specified that centers be ull-day,
full-year, nonprofit programs serving low-income
preschoolers and their families. The group of centers
selected muse reflect the culrural and ethnic diversi-
ty of the city of San Francisco, and be located in
gecgraphically diverse neighborhoods of the city.
Further, the selection process took into acceunt the
quality of leadership, the nature of the current pro-
zram and the community support of each center.
Each center requested funds for specific
improvements. Across all four centers, these included
items such as staff development, salary enhancements,
equipment and supplies, comprehensive service staff
(e.g., social workers), physical renovations and planning
for the purchase and/or construction of a new sire.

In addition to funding the initial needs assess-
ment consultation for each center, the fund has paid
for a three-year evaluation of the initiative. A
number of the fund’s grants to other organizations
include an agreement to provide technical assistance
to the model centers as part of their funded work.
Fund staff spend a significant portion of their time
on work related to the model centers.

Aou Funds Distributed

After a thorough needs assessment for each center
{commissioned by the fund), each center prepared an
improvement plan and associated funding request.
After review and approval by the fund of the annual
plan, each center receives a quarterly payment based
on the cash flow required to implement its plan.

Popudation Served

Low-income families in San Francisco who use one
of the model centers for child care are the population
served directly. Four centers are currently funded; a
small number of additional centers may be selected
after the results of the evaluation are considered.

Strategic Considerations

 The Model Centers Initiative represents a signifi-
cant financial investment and commitment on the
pari of a philanthropic organization to child care
in a city.

e The Miriam and Peter Haas Fund is concerned
that its commirment and infusion of resources to
early childhood serve as a catalyst encouraging
other funders to increase, rather than reduce, their
commitments to early childhood. The fund is
tracking both public and private investment in
early childhood activiries in San Francisco. Further,
the fund is actively engaged in—and providing
financial support in partnership with other fun-
ders ro—community initiatives such as a project
to improve the school district’s child development
programs and the new San Francisco Starting Points
Initiative. (San Francisco is one of about two dozen
localities selected by the Carnegie Corporation to
work toward systemic change to improve child
development outcomes for babies and young chil-
dren.) The fund intends share the lessons learned
in San Francisco through model centers to persuade
other private funders to make a similar commit-
ment to early childhood in cheir own citics.
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¢ To the extent thar che fund can target its resources
to improving the context in which all San Francisco
centers operate, it will be more likely to produce
lasting improvements in the model centers and
improvements that will reach beyond them. Con-
textual factors that might be addressed include
professional development, public financing for child
care services, facility development and financing.

» Initiatives designed to directly help a relatively
small proportion of the child care centers in a given
city will miss roughly half of all child care (that
which is heme-based). However, the contexcual
changes that result have the potential to positively
affect the wider child care community.

Other Sites With Similar Strategy

Some community foundations make grants to
support child care projects. Other family founda-
tions also suppore child care improvement efforts
in communities.

Contact

Cheryl Polk, Program Director
Miriam and Peter Haas Fund
201 Filbert Street

San Francisco, CA 94133
Phone: (415) 296-9249

Fax: (415) 296-9249
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FINANCING CHILD CARE IN THE PRIVATE
SECTOR (Community Child Care Initlatives)

Allegheny County Early Childhood Initiative
(Pittsburgh, Pennsylvania)

Descriprion

The Allegheny County Early Childhood Initiative
(ECI) seeks to ensure 7,500 children in up to 80
low-income neighborhoods receive high-quality
early childhood care and education by 2001. This
goal doubles rhe number of children cusrently
served in Allegheny County and the city of Pitts-
burgh. ECI is a collaborative effort that emphasizes
neighborhood-based decision making; builds on suc-
cessful agencies, enterprises and partnerships already
operating in Pittsburgh and Allegheny County; and
aims to establish 2 unified system of early childhood
care and education. The private sector will provide
the initial support—for as much as five years—and
the public sector will sustain the effort over the
longer range.

When Established

ECI was sparked in October 1994 when United
Way of Allegheny County responded to a $1 million
challenge grant from The Heinz Endowments to
take the lead in developing a plan to manage a com-
munity-wide initiative to address the downward
spiral in the status of low-income children. United
Way pulled together a diverse group of business
leaders. professionals, community representatives
and other cor erned individuals to plan che effort.
On Jrine 4, 1996, the United Way Board of Directors
approved the ECI business plan and the initiative
was officially launched.

Ameant Generated Annnally

United Way of Allegheny County has committed to
raising 59 million from the private sector to support
the initiative during the first five years. During this
statr-up phase, gradually increasing public-sector
support will be mobilized to eventually sustain the
svstem, beginning in year six and for the long term.




Sertses Funded

ECI funds will be used to support early childhood
education provided in child care centers, family
child care homes and Head Start programs, as well
as informal school-readiness activities such as Begin-
ning with Books and Even Start. Each municipali-
tvineighborhood will conduct an inclusive planning
process and prepare a proposal requesting pafticipa-
tion in the ECL This process will determine the
types of early child care programs that will be sup-
ported. All programs selected to participate in ECI
must meet quality standards established for the
initiative. Neighborhoods may also receive ECI
funds to support the cost of building or renovating
child care facilities, providing training and technical
assistance to early childhood programs, helping with
the cost of program accreditation, and other quality
improvement and supply-building efforts.

Hue Funds Distribured

A methodology for distributing funds is currently

being developed. The goal is to create agreements

among the early childhood care and education pro-
grams (which will provide the care and education),
community representatives (who will help monitor
program quality) and the United Way (which will

administer the funds).

Puopulation Served

ECI targets low-income children in “at-risk” neigh-
borhoods. “Low-income™ is defined as families with
incomes at or below the federal poverty level if they
are not employed, or at or below 185 percent of
poverty level if they are working. “At-risk neighbos-
hood” is defined as a census tract that meets at least
three of the five “Kids Count” criteria established by
the Annie Casey Foundation (poverty rate, female-
headed househelds, high school dropouts, unemployed
males, and families receiving public assistance).

Strategic Conssderations

ECI is focused on elevating eatly childhood enrich-
ment to a community-wide priority; creating an
integrated system: improving the quality of early
childhood education; and expanding the enrollment
of low-income children in child care, Head Start or
preschool enrichment programs. In considering this
approach, the following issues should be explored:

e ECI focuses on promoting opportunities for early
cate and education among poor children birth to
five years of age. (Many of the early childhood
education initiatives profiled in this compendium
target three- to five-year-olds.)

» ECI was conceived by an 80-member group of

business leaders, professiona.s, community repre-

sentatives and concerned individuals. The scope
and diversity of this group were crucial to obtain-
ing broad support for the initiative.

ECI represents a significant financial commitment

from the private sector. United Way of Allegheny

Courty has agreed to lead the fund-raising efforr.

Before committing to an initiative of this magni-

tude, the organization commissioned a feasibility

study to determine whether the necessary funds
could be raised. (The ECI fund-raising initiative is
in addition to—and not intended to compete
with—rthe annual United Way fund drive.) The
feasibiliry study confirmed that it was indeed pos-
sible. By August 1996, United Way of Allegheny

County had already secured funding commitments

from The Howard Heinz Endowment and the

Grable Foundation. A number of additional foun-

dations, corporate sponsors and individuals are

expected to come on doard soon.

A business plan for the initiative was prepared

with pro bono help from Ernst & Young and

McKinsey & Company, two nationally recognized

accounting and management consulting firms.

These firms helped to quantity every aspect of the

project and to describe the initiative in terms that

were meaningful to the business community. The
business plan was the key to getting approval
from the United Way board to proceed with the
project. Assistance from Ernst & Young and

McKinsey & Company was invaluable in garner-

ing private-sector support for the project.

A public-sector committee, including representa-

tives from all levels of government, business leaders

and United Way board members, has been estab-

lished. The role of this committee is to develop a

plan to help the project make the transition from

private to public sponsorship during year six and
thereafter.
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Other Sites With Similar Stratee)

The scope and level of commitment expressed by
ECI are unique. While many communities are
involved in planning and coordination efforts aimed
ar improving early childhood care and education,
few have committed large sums of money to support
these efforts.

Contacts

Martha W. Isler, Consultant

The Early Childhood Initiative
United Way of Allegheny County
One Smithfield Street, 5th Floor
Pitesburgh, PA 15230

Phone: (412) 456-6793

Fax: (412) 394-5376

Margaret M. Petruska, Senior Program Officer and
Director of Health and Human Services

The Howard Heinz Endowment

30 CNG Tower, 625 Liberty Avenue

Pittsburgh, PA 15222

Phone: {412) 338-2615

Fax: (412) 281-5788

E-mail: mpetruska@heinz.org
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FINANCING CHILD CARE THROUGH
PUBLIC-PRIVATE PARTNERSHIPS

he need tor child care services and subsidies.

the types of child care selecred by parents

and the prices paid for care vary trom com-
munity to community as do financial partnets. In
some communities. schools have invested in child
care and early education: in other areas. the city. town
ar county government is a major playver. Businesses
tvpically believe thac the conzributions they make
should be spent in the communities where their
emplovees live and work. Their philanchropic dol-
lars are generally rargeted to specific neighborhocds
or programs. It is not surprising, then. that efiorts
to finance child care via public-private partnerships
are usually local, communirty-based initiatives.

Most child care programs are supported by

funds from many sources. This funding mix often
occurs 1n a haphazard fashion. All too often. the
child care services available to femilies reflect the
fund-raising skill of the program operator rather
than a planned and equitable system of public
finance. But some communities—such as Rochester.
New York—have developed strategies to bring
child care funders together in order to establish
collaborative approaches to financing. implement-
ing. evaluating and monitoring services. Rochester’s
strategy is profiled in chis section of the report.

State governments are beginning to recognize
the kev role that local partnerships play in child
care financing, and several states have developed
initiatives designed to support this approach. North
Carolina’s Smart Start is not only an excellent example
bur also the largest and most well-funded of these
initiatives. The New York State Early Childhood
Invescment Fund (ECIF) is another state-level ini-
tiative that was designed to spur contriburions to.
and planning for., child care at the local level. But
unlike Smart Start, which is a comprehensive initia-
tive that supports a wide range of early childhood
education and support services, ECIF focused solely
on efforts to increase the quality and supply of child
care. Both of chese initiatives are profiled in the
following pages.

The T.E.A.C.H. Early Childhood* Project,
which began in North Carolina and has been repli-
cared in Georgia. Florida and Illinois. is another
community-based strategy that leverages funds from
a variety of sectors to support educational scholar-
ships and wage increases for child care practitioners.
A profile of this initiative is included.
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Public/Private Partnerships

FINANCING CHILD CARE THROUGH
PUBLIC-PRIVATE PARTNERSHIPS

The Early Childhood Investment Fund
(New York)

Descriprion

The Early Childhood Investment Fund (ECIF) was a
partnership founded in 1992 by the American Express
Foundation, the Travelers Foundation and New York
State. ECIF supported public-private partnerships in
communities throughout the state that improve the
delivery of early childhood services to enable parents
to work. ECIF offered two kinds of support: funding
and technical assistance. Funding was available to
community consortia to expand che supply and
enhance the quality of early childhood services. Both
communiry planning and direct-service projects could
be funded. Technical assistance and support were
offered to communities in the form of outreach to
inform them about the availability of ECIF grants,
targeted assistance during the application process
from ECIF staff and consultants, and ongoing con-
tact during che project period.

When Established

In 1992, Governor Mario Cuomo proposed $100,000
in state funds from the Department of Social Services
to launch the Early Childhood Investment Fund
(ECIF) to provide additional support for early child-
hood services. The state investment was matched
with $50,000 each from the American Express and
Travelers foundations. In August 1992, the Depart-
ment of Economic Development issued the request
for proposals (REP) for a nonprofit organization
with statewide capacity to administer the ECIE The
RFP called for a year of start-up activity prior to
grantmaking. United Way of New York State was
selected and began operations in early 1993, ECIF
was in place from 1994-1996.

99

Amount Generated Annually
ECIF generated funds in three ways: 1) annual budget
appropriations from the state cf New York; 2) private-
sector contributions from individuals, foundations
or corporations that added to the stare-appropriated
funds; and 3) local private-sector contributions to
meet the local cash match required for some grants.
Communities that apply for funds from ECIF were
required to have a private local commitment of $2
for every $1 requested from ECIF. Projects serving
low-income families were required to have $1 of pri-
vate local match for every $1 requested from ECIE.
Over the life of ECIF, total state appropriations
amounted to $781,000. The great majority of these
funds were released to communities as grants (rather
than being expended on technical assistance or on
administration). Private-sector support for ECIF
outreach, technical assistance and administration
totaled $344,649. Generally, ECIF followed a plan
of using state dollars for grants and private funds for
outreach, technical assistance and administration.
During the nearly three years of grantmaking,
ECIF awarded 18 planning grants and 22 direct-ser-
vice grants to communities. The total expenditure
for grants was $352,052. These funds generated an
additional $1,577,273 in local match.

Services Funded

The goal of ECIF was to stimulate long-term sys-
temic change in order to increase and improve the
quality of early childhood services for families who
are working or pursuing work. Th2 ECIF funded
community initiatives not likely to be fully funded
by existing public or private sources. All projects
were developed by community collaboracions as part
of long-range community-wide planning that
involved the full range of public- and private-sector
stakeholders (e.g., employers, schools, parents, gov-
ernment agencies, early childhood service providers).
Projects that affected a single agency (e.g., one child
care centet, one school district) were considered only
if they were the result of community-wide planning
and are supported by the community collaboration.
Priority was given to projects that represented com-
munity-wide efforts affecting many programs.




The ECIF funded three kinds of projects:

1) Planning grants to develop solutions to commu-
nity child care problems (up to a maximum of
$10,000 with no local match requirement).

2) Direct-service grants based on demonstrated
community need for start-up of new programs

and services or for expansion of existing programs
and services. ECIF funds could be used to directly
subsidize parent fees.

3) Quality improvement grants in four areas:

* systemic approaches (e.g., creating a family
child care network, developing a community
scholarship fund)

* program-specific acrivities (e.g., accreditation
support Or program equipment)

* professional development that is part of a
long-range communiry plan (not one-time
training)

« public awarcness and consumer education
campaigns

Technical assistance and support was available

from ECIF to communities for developing consortia,
assessing community needs, generating local match
and developing proposals.

Hou Funds Distributed
ECIF was managed by United Way of New York
Scate and governed by a policy board composed of 21
public and private leaders including representatives
of state agencies (the Departments of Education,
Economic Development and Social Services; Division
for Women, Division of the Budger and Council on
Children and Families), the legislature, business,
philanthropy and the early childhood community.
Any organization in a community in New York
could request information and application materials
from ECIE. The application requested a brief project
description, a budget and information about the
lead agency, and a form for all collaborarors to sign
indicating their role in developing the proposal and
their support for it. The lead agency could be any
incorporated entity, for-profit or nonprofit. Applications
were accepted on a rolling basis and for submission
at any time during the year. The ECIF Policy Board
reviewed and approved applications at its regular
meetings, which are scheduled at least quarterly
throughout the year.

Since ECIF was managed outside the public
sector, its grantees are not subject to the delays and
difficulties sometimes encountered in releasing
government funds. Once approved, project funds
were paid directly from United Way to the lead
community agency based on mutual agreement to
a simplified contract document. If the grant was for
more than $10,000, the payments were split into
two equal amounts. Regardless of the duration of a
project, only two reports were required of grantees:
an interim report of progress at the midpoint of the
project, and a final report at the end.

Population Served

Every community in New York could apply for
ECIF funds. Priority was given to low-income com-
munities. The only restriction was that the project
must address the child care needs of working famni-
lies. in three years of grantmaking, ECIF awarded
funds to communities in every region of the state.

To encourage proposals from communities
serving low-income families, ECIF reduced match
requirements. Applicants could use a variety of
methods to demonstrare the low-income status of
their community, including designation as a New
York State Economic Development Zone, or eligibility
for the Neighborhood Based Alliance (a community
risk designation from the Department of Social
Services), or presentation of statistical indicators
of poverty and economic disadvantage.

As a result of ECIF's insistence on a collabora-
tive community process of -project design and its
strong encouragement toward a unified child care
system serving families across all income levels in a
community, all ECIF-funded projects were serving
low-income families to some extent. Most applicants
who focused primarily on serving low-income com-
munities were able to secure more than the $1-for-
$1 match. Only two projects requested the reduced
match rate.

Strategic Cansiderations

¢ The simple application process and the generous
support and technical assistance offered to
prospective grantees are strong points of ECIF.
Many applicants, although initially surprised by
the offer of help. found it to be sincere and useful.
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Public/Private Partnerships

Many improved their proposals, gained access to
private-sector support and to public funding
sources they had not been aware of, and made sig-
nificant improvements in community relation-
ships as a result. Some communities realized many
of these benefits even though they did not end up
applying for funds from ECIE

The high level of ECIF local match support demon-
strates strong business interest in investing in child
care services that affect their employees and/or the
communities in which they do business. In many
instances, the ratio of private-sector support to
ECIF dollars was nearly 3-to-1, although only a 2-
to-1 match was required. Using public funds to
leverage private support to meet community-iden-
tified needs is a viable approach to expanding
investment in early childhood services.

The proposed state budget for 1996-97 appropri-
ated no state funds for the continuation of ECIF,
despite the efforts of various constituencies, prin-
cipally the United Way and the foundartions and
corporations who serve on the ECIF Policy Board.
The policy board decided to close ECIF as of
December 31, 1996, and to have a summative
evaluation conducted by an outside consultant to
understand what ECIF accomplished and what
elements of the partnership may be worth repli-
cating in other states and communicies. The final
state budget (which passed mote than three months
late. in mid-July) did include $150,000 for ECIF
to fund previously approved applications, but no
other funds.

¢ Serting up the policy and operational structures
of a pooled fund takes time. ECIF statf feel that at
least a year should be devoted to this phase, without
pressure to begin making grants. When public
funds are involved, pressure is high to expend
grant funds during the year in which the funds are
appropriated. Without a clear mandate to invent
first and grant later, ECIF was still defining
process as it began reviewing grants.

Initially, a leadership council had been envisioned
as a companion to the policy board. While the
policy board was the hands-on oversight, the lead-
ership council was meant to be the “corporate
champiors” who would direct public attention to
ECIF and generate support for it, The lieutenant
govzrnor and the CEO of Primerica agreed to
cochair it and recruit other leaders. By 1994,
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five additional members had been invited.
Development of the council was slower than
expected and moved to the back burner once
grantmaking began.

The first phase of the ECIF was focused on: creat-
ing the structures and policy to guide operations
and grantmaking. The next phase was focused on
outreach to communities and grantmaking. Fund-
raising effort focused on ensuring that the annual
state appropriation for ECIF was included in the
budget each year. Broadening the private-sector
fund-raising base beyond the founding philanthropic
partners was not given sufficient attention early
on. One view is that if ECIF had been successful
in leveraging additional state funds to be used for
grants and had sought to expand private-sector
contributions to create a multimillion-dollar fund-
ing pool that was equally dependent on public
and private funds, it might have had cthe stability
to weather the political changes of a new adminis-
tration. A significantly large fund cthat has
touched many communities generates a strong
constituency of supporters.

Other Sites With Similar Strategy

Similar funds exist in the states of California (Child
Care Initiative), Maine (Child Care Development
Project), Michigan (Child Care Campaign), Oregon
(Child Development Fund) and in several communi-
ties across the country such as Charlotte, North
Carolina (Corporate Champions).

Contact

Mary Shaheen

Early Childhood Investment Fund
155 Washington Avenue

Albany, NY 12210

Phone: (518) 449-0767

Fax: (518) 463-2534
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FINANCING CHILD CARE THROUGH
PUBLIC-PRIVATE PARTNERSHIPS

Smart Start (North Carolina)

Description

Smart Start is a comprehensive initiative designed to
make early childhood education and support services
available to every child under six years of age whose
family needs and wants them. The initiative also
seeks to ensure that North Carolina early childhood
programs and family services meet high quality
standards and performance measures.

When Established
Smart Start was proposed by the governor and
passed by the general assembly in 1993.

Amount Generated Annnall)

In 1995-96 the state legislature appropriated
$57.257,864 for Smart Srart. Amendments passed
in 1995 also required the North Carolina Partner-
ship for Children and local partnerships to match
10 percent of the annual Smart Start appropriation.
(No more than half of this match may be in-kind
donations.) Last year, Governor James Hunt and the
North Carolina Parcnership for Children raised $9.5
million in contributions from the corporate sector.
Local partnerships raised an additional $4.8 million
in leveraged grants and cash, in-kind and volunteer
contributions.

Services Funded

While Smart Start funds may be used for a diverse
array of services, most of the funds have been direct-
ed to providing early childhood care and education,
immunizations and children’s health services, and
family support services for children of low- and
moderate-income families. Many counties have used
Smart Start funds to reduce waiting lists for subsi-
dized child care as well as to raise income eligibility
levels and/or child care provider reimbursement
rates. Orange County established the WAGE$
Project, which provides salary supplements (based
on attaining educational goals) to teachers, directors
and family child care providers.

How Funds Distributed

The staw. awards Smart Start funds to counties
through a competitive grant application process.

To qualify, local applicants are required to establish
private, nonprofit partnership boards to govern and
coordinate local programs. The local partnerships
mnst include families, educators, nonprofits, service
providers, community groups, religious and business
leaders. and county and municipal officials, and
must develop a plan for collaborative child and
family development setvices in their area. Smart
Start funds are made available to help support
implernentation of the plan. At present, 35 local
partnerships in 43 counties are participating in the
initiative. Twelve additional partnerships represent-
ing 12 courties have been selected and are awaiting
approval from the general assembly. The governor's
goal is to gradually expand Smart Start to cover all
100 counties.

The Smart Start legislation established a state-
level, private, nonprofit entity—the North Carolina
Parcnership for Children—exclusively to oversee and
help coordinate the activities of local Smart Start
initiatives. The partnership has established statewide
goals and outcomes that serve as a framework for the
local partnerships. Additionally, it offers technical
assistance to local partnerships and helps to raise
matching funds.

Funds currently flow to the counties via con-
tracts between the state Department of Human
Resources and the local parenerships. However, the
Partnership for Children may assume responsibility
for managing these contracts in the future.

Population Served

Smart Start funds may be used for a wide range of
services and are not necessarily limited to low-income
families. The primary goal is to create systemic
change that can improve the quality, affordability
and supply of child development services for all
young children in the community.

Strategic Considerations

From its inception, Smart Start has had a significanc
influence on overall child care policy in the state.
For example, the Smart Start bil! was packaged with,
and helped to pass, a number of child care system
reforms that a bipartisan legislative commission had
been working on for several years. These include
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legislation to improve staff-to-child ratios in child

care settings, increase child care subsidy funds and

increase the state child care tax credit for lower-
income families.

Smart Start was a centerpiece of Governor
Hunt’s campaign and clearly stressed that “parents
have the primary duty to raise, educate and transmit
values to young preschool children.” The initiative
seeks to help parents fulfill this role by empowering
families and supporting the communities in which
they live. Because Smart Start is very important to
(Democratic) Governor Hunt, the Republican
opposition has attempted to discredit and kill the
initiative. Every aspect of its implementation has
been carefully audited, and lengthy legislative battles
have been fought over funds for the initiacive. These
battles have intensified since the 1994 election, when
the Republicans gained the majority of the House of
Representatives. (Prior to 1995, the Democrats had
a strong majority in the House.) Despite chese
efforts, Smart Start has continued to grow and has
gained strong support from North Carolina voters.
Potential reasons for this support include:

* Smart Start funds are not limited to poor families
who need child care. Local initiatives can address
issues that affect all socioeconomic levels, and may
include family support services such as parenting
education, child development, health care, literacy
and others. (One local plan includes vouchers for
stay-at-home moms; others support vans to pro-
vide transportation to services, and so forth.)

¢ Smart Start is locally based, allows for variations

among communities and requires strong local

participation.

In addition to providing flexible funds, the inicia-

tive encourages counties to establish local capacity

to collaborate in the planning and delivery of
services to children and tamilies. The focus on
collaboration and public-private partnerships
helps tv involve a broad constituency. The focus on
planning and outcomes promotes accountability,
vision and leadership.

¢ The initiative uses public funds to help leverage
ptivate contributions.
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e Prior to the introduction of Smart Start, a biparti-
san legislative research commission had reviewed
many aspects of the child care system and recom-
mended a aqumber of reforms. Thus, key members
of the legislature already understood child care
needs and concerns and were ready to work wich
the executive branch when Smart Start was proposed.

But implementing Smart Start has not been
easy. The fast pace of the initiative required counties
to develop a plan and begin providing services
almost immediately after the grant was awarded.
This time line put a lot of pressure on local partner-
ships and the state administrative office.

While local partnerships have been creative in
spending Smart Start funds, the initiative has yet to
succeed in changing the large, categorical funding
streams that support most services for children and
families. Systems reform and interagency collaboration
in the state and federal government are necessary to
achieve this level of change.

Other Sites With Simtlar Straregy

Smart Start is unique in its scope, diversity of ser-
vices and level of funding. A number of states have
developed initiatives that encourage and support
community planning and service integration. However,
most of these efforts are either small demonstration
programs or statewide initiatives that encourage
collaboration but do not provide additional, flexible
funds. A source for further information is the recent
publication, Map and Track: Stase Initiatives for Young
Children and Families. available from the National
Center for Children in Poverty.

Contacts

Stephanie D. Fanjul, Director
Division of Child Development
319 Chapanoke Road, Suite 120
Raleigh, NC 27626-0553
Phone: (919) 662-4543

Fax: (919) 662-4568

David Walker, Executive Director
North Carolina Partnership for Children
P.O. Box 10483

Raleigh, NC 27605-0483

Phone: (919) 821-7999

Fax: (919} 821-8050
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FINANCING CHILD CARE THROUGH
PUBLIC-PRIVATE PARTNERSHIPS

The T.E.A.C.H. Early Childhood*® Project
(North Carolina)

Descrepton

The T.E.A.C.H. (Teacher Education and Compensation
Helps) Early Childhood® P.. iect provides educa-
tional scholarships for child care teachers, center
directors and family child care providers statewide.
Under the T.E.A.C.H. Early Childhood® umbrella,
scholarships partially fund the cost of tuition, books
and travel for individuals who are interested in
achieving formal education leading to the attain-
ment of the North Carolina Child Care credential,
the Child Development Associate (CDA) credential,
and associate and bachelor’s degrees in child devel-
opment. Wage increases or bonuses are provided
upon completion of an agreed-upon number of
course hours or upon attainment of the North Car-
olina Child Care credential. Some scholarships also
provide paid release time.

When Established

The project was piloted in 1990 and provided schol-
arships for 21 child care providers in that year. By
19995, more than 2,000 child care providers were
participating in the program.

Amount Generated Annually

The amount of funding varies annually, a. 1 represents
a combination of both private and public dollars. The
project has received allocations of between $850,000
and $1,000,000 of state funds for each of the last
three years. Additionally, the project has received
federal funds from the Child Care and Development
Block Grant, corporate and foundation grants, and
partnered dollars with participants in the program.

Services Funded

All scholarships funded through the TE.A.C.H.
Early Childhood® Project provide partial funds for
tuition and books and include a travel stipend. Some
scholarships provide partial reimbursement to child
care center sponsors or direct payments to family
child care sroviders for release time. All participants
who successfully complete their contract receive
cither a raise or a bonus.

riow Funds Distributed
Once awarded a scholarship, recipients are allowed to
charge their tuition at their respective educational
institutions. They are reimbursed for the cost of their
books, minus their share of the cost of tuitiun and
books, and receive a quartetly or semnester travel stipend.
Sponsoring programs are billed for their share
of tuition and are reimbursed for release time given
to scholarship participants. Family child care
providers also are reimbursed for release time taken.
Bonus awards or raises are paid directly to the schol-
arship participant either from their sponsoring
program, the T.E.A.C.H. Early Childhood® Project
or a combination of the two.

Population Served

Scholarship eligibility is extended to center-based
teachers, directors and family child care providers
who work 20 to 30 hours per week in a regulated
child care setting in North Carolina.

Strategic Considerations

Inception of the T.E.A.C.H. Early Childhood® Pro-

ject was based on research about North Carolina’s

early childhood workforce. The project was estab-
lished to: increase the knowledge base of child care
staff and therefore improve the quality of early care
and education that children receive; encourage child
care programs to support continuing staff education;
offer a sequential professional development path for
child care personnel; link increased compensation to
training; reduce staff turnover; and create model
partnerships focusing on improving the quality of
child care. The T.E.A.C.H. Early Childhood® Pro-
ject has received bipartisan support because it helps
teachers and family child care providers help them-
selves. Other strategic considerations include:

s T.E.A.C.H. isn't perceived as “big government
running programs.” The focus is on providing a
framework to help community-based organizations
and individuals work together to solve problems.
The T.E.A.C.H. Early Childhood® Project is
flexible enough to adapt to individual needs and
circumstances.

¢ Funds are available in almost every county in the
state and use broad eligibility criteria for scholar-
ship recipients (including staff in many Head
Start, nonprofit and proprietary child care pro-
grams), thereby reaching a broad constituency.
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» Child care quality is raised without significancly

increasing parent fees and without more regulations.

¢ Funds are leveraged from the privarte sector.

¢ Direct incentives are provided for the higher edu-
cation system to become mote responsive to the
educational necds of the child care workforce.
(Early childhood courses are given by—and
tuition paid to—community and technical
colleges across the state.)

Other Sites With Similar Strategy

A license to replicate the T.E.A.C.H. Early Childhood*®
Project has been issued to not-for-profit organizations
in Georgia, Florida and Illinois. Several other states
are exploring the feasibility of pursuing a license to
replicate the project.

Contact

Susan Russell or Edith Locke
Day Care Services Association
P.O. Box 901

Chapel Hill, NC 27514
Phone: (919) 967-3272

Fax: (919) 967-7683
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FINANCING CHILD CARE THROUGH
PUBLIC-PRIVATE PARTNERSHIPS

Rochester/Monroe County Early Childhood
Development Initiative (New York)

Description

The Rochester/Monroe Courty Early Childhood
Development {ECD) Initiative was developed to
promote broad commitment and collective responsi-
bility for early childhood development. ECL has
established and implemented a broad-scale, priority-
based agenda to support child development services
in the county. The members of ECD now participate
in an annual collaborative process of reviewing local
needs, gaps and resources. The group works together
to develop community solutions for the highest-
priority problems. These solutions include collabo-
rative approaches to financing, implementing,
evaluating and monitoring services.

When Established :
The Early Childhood Development Initiative began
in 1990.

Amount Generated Annually
In 1994 financial participation of the ECD partners
was estimated as follows:
Federal child cate funds

(including Head Starr) $ 6,000,000
State and county child care funds 20,000,000
School district funds (federal/staterlocal) 6,400,000
City child care funds 200,000

Rochester United Way 4,000,000
Diocese of Rochester
(including private grants) 2,000,000

Grantmakers Forum
{local foundartions, etc.) 400,000

Total third-party contributions $39,000.,000
Estimated parent fees 35.000,000
Total coneributions $74,000,000

Sererees Funded

Expanded early childhood care and education ser-
vices in a wide range of settings (including reduced
waiting lists and increased reimbursement rates for
child care subsidies); grants to help centers and
homes obtain National Association for the Educa-
tion of Young Children (NAEYQC) accreditation;
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scholarships to help staff obtain Child Development
Associate credentials; a Home Instruction Program
for Preschool Youngsters (HIPPY) to increase in-
home support for parents as teachers; start-up funds
for new child care facilities; family learning centers
in two city schools; comprehensive model programs
in the norrheast and southwest quadrants of the
city; a “transportable” Montessori facility offering
prekindergarten for 80 children; an ECD awareness
campaign; and new associations to promote the use
of the arts in child development and to bring sci
ence and technology into the preschool curriculum.
Planning and evaluation tools also were developed,
including an annual budget strategy, a retrospective
analysis of ECD’s impact on 400 young children,
and community quality standards. A longitudinal
evaluation of 4,000 children is planned.

How Funds Distributed

Funds are not pooled. Partners administer theic
share of the funds based on the annual commitment
of their respective organizations and informed by
the priorities and analysis of ECD. Local funders
occasionally collaborate on projects that none are
prepared to finance alone. When collaborative pro-
jects occur, one partner is selected as the “working
interface” with the service provider or lead agency.
State, county and diocese funds are administered as
vouchers; United Way fands, as vouchers or grants;
Hexad Start, city and other grantmakers’ funds, as
grants or contracts. Parents apply for child care
assistance at the county social services department
and/or at the early childhood program they use.

Pupulation Served

Members of ECD have agreed to target funds based
on the following priorities: 1) inner-city, at-risk
three- and four-year-old children; 2) three- and four-
year-old children county-wide; 3) inner-city, at-risk
infants. toddlers and school-age children; and 4)
infants, toddlers and school-age children county-
wide. To the extent possible, the eligibility criteria
used by each member are structured to meet these
goals. (Income eligibility for child care assistance
from Department of Social Services and United Way
is capped at 200 percent of poverty, or approximately
$26,200 for a family of three.)

Strategic Considerations

Members of the ECD Initiative were initially

convened (by Rochester Mayor Thomas P. Ryan) to

consider the conclusions and recommendarions
developed by a special task force and corroborated
by a demographic study done by the Center for

Governmental Research (both funded by the

Rochester Area Foundation). The group was charged

with developing a feasible strategy that would

advance the community agenda, including practical
funding recommendations. It became evident that
progress on early childhood development issues
required concurrence on priorities, and that no par-
ticipant standing alone could finance—or gain the
commitment of community leaders to finance—the
necessary array of projects. Important elements of
this collaborarive strategy include the following:

e ECD is a “neutral” body, with a volunteer facilita-
tor and no single sponsor or funder. Members of
the group were pusi.ed to think systemically,
maintain communication and work together.

¢ Thinking—and working——systemically required
the members of ECD to focus on services rather
than providers. This distinction has been critical
to the approach to program evaluation and sys-
tems change. In some cases, this focus changed the
relationship between funders and service providers,
and fostered new approaches to accountability and
fund allocation. While this has been a difficult
process at times, most members feel that it has
strengthened the provider community, the funders
and those involved in local policy development.

o The process resulted in a community-wide plan—

and increased funds—for eatly childhood services

with clearly defined roles and levels of financial
contribution from each partner. However, the
planning process is dynamic and has been able to
change as federal, state and local needs and invest-
ments in early childhood services have changed.

Despite the focus on collaborative planning, limited

funds and a growing demand for services have

forced the group to make difficult compromises.

For example, ECD negotiations recently resulted

in revisions to the United Way child care scholar-

ship program that lower reimbursement levels and
raise patent fees.
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¢ ECD was never conceived as a permanent body.
One of its key aims was to “go out of business”
once it had succeeded in establishing an ongoing
process of strategic, collaborative planning. To
this end, the group has recently agreed to merge
with a new, systems reform—oriented community
effort (called the CHANGE initiative) linked to
the public schools. Some ECD members have key
roles in that initiative, and the facilitator became
the ECD Coordination Team chairman.
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Other Sites With Similar Strategy

The United Way and the Oregon Community
Foundation both use the Oregon State Benchmarks
to help focus their grantmaking activities. The
Charlotte-Meclclenburg Children’s Services Network
(an interagency, public-private collaboratiun) facilitates
planning and resource allocation in Mecklenburg
County, North Carolina. Community planning efforts
are occurring in cities and counties across the coun-
try. Unfortunately, information indicating whether
these efforts have fostered a systemic approach to
planning and resource allocation is not available.

Contact

Howard L. Mills, Consultant
Rochester Area Foundation
335 Main Street East
Rechester, NY 14604
Phone: (716) 325-4353

Fax: (716) 546-5069
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FinancinGg CHILD CARE

ost baree and sl Dusiesses borros tunds

when they need toammprove or expand thor

facihities Clhnid care busiesses. though—
especially those 1 nonpronit programs located m
low -income nerghborhoods —-atten have troubl
weourmg o, There are several reasons tar this lack
ot creditworthiness, First many child care programs
were established m space thar was donated or made
avatlable to them at reduced rent. and the rates they
charge are based on these Tow occupancy costs. 1o
these cases, incurrimg debt means raising parent fees
ar securing inere . od reimburement rates rrom the
covernment agencies that subsidize chuld care.
second. child care programs otten do not have the
cquity they need to secure a loan. Third, child care
operatars typically know more about teaching
voung children than about tinancial management.
tund-raising. or facility construcnion or repovation.

Because so many child care programs tind it

difficult o carry debr, s number of states and com-
munities have developed grant programs to help
address the need 1or more and beeeer child care
tacilities. Several strategies have been used to gener-
ate tunds for child care granemaking. Minnesota
uses tuncls from the sssuance of general obligation
bonds: child care s one of many uses of bond pro-
cevds. Approximately every two vears, the saaee of
Minnesota sells bonds and uses a portion of the
proceeds to provide grants to help build or renova
Jhild care tachinies, Each vear, state tunds are appro-
priated to repay the bond debe hnoss has used
tax-exempt honds to inance the conseraction of child
care tacilites, Rather than ssuing the bonds seselr.
the state worked with an mtermedary orgamization.
which sold the bonds and takes responsilading tor
repayment THmors annuadiv approprusees tands e
thie oreamizanion to repay the bond debe Many

ctatvs, such as New York, simplv alfocare aportien
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of state wenerai lunds wosupport granes tor cduld cars
tacihities, Each of these granemakin, strategies s
described i more detal in the attached summuarios
some child care programs can carry debe. bu
they need help securmg loans and negotating the
world of capital finance. Child care centers thae
serve middle- and upper-mcome tamihes and charge
substantial tees. as well as Head Start and child care
programs that have stable governmene tundimg. are
examples of programs that have been able toseeure
joans. Several serategies ave been used o help
these small businesses to obrain loans. Marvland has
established @ state loan guarantee program, through
which state funds are appropriatea invested and
'n made to 4 child
care business it default occurs, State general funds

availuble o repay 4 commetcia '

also support two revolving-loan programs that are
admimstered by the state and can supplement pri-
vate loans or grants. Ohio also appropriated state
general funds for child care lending, bue rather than
administer the tunds ieselt. the state has the funds
admunstered by a private-seetor community deved-
opment corporation (CDC. The CDC uses many
investment strategtes, including “hinked deposies”
to encourage prvace banks to make loans to Head

v

start and child care programs. North Carohna abso
appropriated state general funds to an intermediany
orgamization. debi-Help, a large, statewide communiny
development tinanciab snsorution, The Distnct o
Columbia partcipates m 4 public-private partnership
in which pubhic tunds are used to help leverage,
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guarantee and administer laan tunds trom commerc

lenders. Lach ot these child care fendimg straregres i

desribed 1 more detal i the profiles thae tollow
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Exanfples of Facilities Financing Strategies

State Financing Stvategies as Grants:

General obligation bonds (Minnesota)

Tax-exempt bonds (Iilinois)

Child care center start-up and health
and safety grants (New York)

Family child care start-up and health
and safety grants (New York)

State Frnancing Strategies s Loans:
State loan guarantee program (Maryland)
State direct loans (Maryland)
Special revolving loan fund (Maryland)
Community development financing
(North Carolina)
Linked deposits (Ohio)
Commercial lender—public-sector partnership
(Districe of Columbia)
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These profiles represent a few of the most common
strategies used to generate tunds for che develop-
ment of child care facilities. They are by no means
the only strategies. Facilities financing is very com-
plex, and it must be tailored to the unique strengths
and needs of a parricular child care program and the
financial resources available in a specific community
or state. Financing the cost of building or renovat-
ing a child care facility typically requires a number
of differenc strategies that, depending upon the size
of the effort, may be used independently or in coor-
dination. Large construction projects generally rely
on a "package” of different grants and loans. Putting
this package together requires strong business acu-
men and skill in negotiating financial markets.

Technical assistance is crucial to child care facil-
ities financing. Child care programs must carefully
prepare the materials they submit to lenders and/or
grantmakers, who will scrutinize the child care pro-
gram's current business practices and assets, as well
as its proposed plans and cost estimates. Many child
care programs need help in preparing for this review
process. Successful facilities financing strategies offer
child care program operators a range of technical
assistance services as well as help in idenrifying and
packaging multiple sources of funding.

Citywide, regional and statewide community
development financial institutions (CDFIs), which were
established to help generate new sources of capital
to support redevelopment of housing and economic
development in low-income communities, have
become more involved in child care lending. Incer-
mediary organizations like community development
corporations, which generally focus on economic
development and housing issues in economically
distressed communities, are important resources as
well. States are increasingly recognizing the unique
role these agencies can play in helping to finance
child care facilities, and many of the organizations
have begun to work together nationally to identity
common needs and share information. A National
Children's Facilities Network has been established
(sce Appendix 4 on page 127 for a membership list).
Additionally, the Center for Policy Alternatives has
begun to work on a national database to document
the performance of various child care loans. This
database will soon be available on the World Wide
Web. (See page 112 tor informartion on hew to con-
tact the Center tor Policy Alternacives.)




FINANCING CHILD CARE FACILITIES
General Obligation Bonds (Minnesota)

Description

General obligarion bonds are repaid from the rax
base of the governmental body issuing the bonds. In
other words, a government entity sells the bonds,
uses the proceeds to support one-time capital costs
and then allocates a portion of its annual revenue to
pay toward the debt each year. General obligation
bonds are often used to finance prison expansion or
public utilities (such as water and sewer systems).
The state of Minnesora has used proceeds from its
general obligation bond issuance to kelp pay for Head
Start and other early childhood learning facilities.

When Established

Minnesota first used funds from general obligation
bonds to support capital costs for early childhood
learning facilities in 1992. Funds from the 1994
and 1996 bond issuances also were made available.

Amount Generated Annually

In 1992 and 1994, $2 million from the general
obligation bond issuance was made available to
support capital costs in early childhood learning
facilicies. It is anticipated that the 1996 allocation
will be at least $2 million.

Services Fanded

Grants of up to $200,000 are awarded to school
districts or cities to suppott the cost of constructing
or renovating early childhood learning facilicies. The
facility must be owned by a public entity and used
primarily to provide Head Start, Early Childhood
Family Education or early childhood special educa-
tion services.

How Funds Distributed

Requests for capital grants are submitted to the
Department of Economic Security. The Departments
of Adminiscration and Finance review applications
and business plans. Chairs of the Senate Finance and
House Ways and Means committees approve final
selections. Approximately 12 grants are awarded
each biennium. The public entity that receives bond
funds builds or renovates the facility and either
operates the program itself or rents the facility

(at minimum cost) to a nonprofit group that pro-
vides Head Start, Early Childhood Family Education
or early childhood special education services.

Paopulation Served

The facilities serve children and families who partic-
ipate in Head Start and/or the Early Childhood
Family Education program, as well as families who
have children with disabilities and are eligible for
early childhood special education services.

Strategic Consideration,

Minnesota has allocated state funds to supplement

and expand the Head Start program (approximately

$11.5 million each year). Additionally, the state has
established the Early Childhood Famnily Education
program, which operates in 360 school districts and
offers a range of early childhood learning activities
to children at all income levels. Combined state and
local funding for the program is currently over $30
million annually. The bond funds are targeted to
these programs, as well as eazly childhood special
education services. In considering this <rrategy, the
following issues should be explored:

» Proceeds from the general obligation bond

issuance may be granted only to public entities

(typically schoo! districts or local governments)

and are limited by the legislation to “early child-

hood learning facilities,” a definition that excludes
most nonprofit and proprietary child care programs
unless they are operating programs in facilities
that are owned by public entities.

The bond funds may not be used to support

renovation or construction of facilities thac are

used primarily for school-age child care.

While school districts or local governments typi-

cally rent their facilities at very reasonable rates,

bond funds cannot be used to help community-
based crganizations purchase facilities. Head Start
and other early childhiood learning programs that
are operated by community-based otganizations
that wish to buy the facility in which they have
been paying rent must pay fair market value for
the facility.

* The requirements for receiving bond funds are
quite significant and can be time-consuming.
The slow pace at which funds are released has
been frustrating for some program operators.
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Other Sites \Cith Simtlar Strateg)

Massachusetts is currently attempting to pass
legislation authorizing a general obligation bond
issuance to help finance early childhood care and
education facilities.

Contact

Elizabeth R-e

Bonding Program Coordinator
Department of Economic Securicy
390 North Robert Street, Lst Floor
St. Paul, MN 55101

Phone: (612) 297-7850

Fax: (612) 282-6977

E-mail: eroe@des.state.mn.us

FINANCING CHILD CARE FACILITIES
Tax-Exempt Bonds (Illinois)

Description

The Illinois Facilities Fund (IFF) borrowed funds
through tax-exempt bonds for the purpose of con-
structing five and renovating two child care centers
in Illinois.! The bonds were purchased by private
investors and were secured by an equity contribu-
tion from che IFE, a debt service reserve fund raised
by the IFF and a commitment by the Iilinois
Department of Children and Family Services to
repay the debt over 10 years, subject to annual
appropriation. The IFF owns the buildings
(although ownership will revert to the child care
programs when the mortgages are repaid) and leases
them to child care providers for $1 per year. The
IFF is completely liable for the debr if che state is
unable or unwilling to pay. '

When Established

The bonds were issued in November 1992. Land
acquisition and design began immediately. The

first building opened in September 1992, and the
sixch opened in April 1993. The seventh, which was
held up due to environmental problems, opened in
early 1994.

Amtent Generated Annually

The IFF bond issuance was for $13 million. A idi-
tional fund-raising was required from the child care
providers (10 percent of construction costs), and
other construction funds were raised by the IFF In
total, the programs attracted $24 million, including
%4 raillion for a primary health clinic in one of the
buildings. Each year, the Illinois Legislature allocates
approximately $1.5 million to repay the debt. Addi-
tionally, the state made grants to the IFF totaling
$900,000 over three years (1991-93) to cover the
administrative costs of the program and the cost of
crearing management systems for the centers.

I The Hhinois Faahities Fund 1s 4 community development financial insticution that makes loans to Ilinois human services agencies
that rely on government contracts and are unable to obtain other finanang. Additionally, IFF provides management-skills pro-
grams, construction vversight and other technical assistance to 1ts borrowers and (hild care partners. Overseeing rhe financing and
development of the seven child care centers discussed in this profile 1s one of many projects sponsored by the IFE
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Servrces Funded

The bond issue funds covered all costs associated
with design and construction of five new buildings
and renovation of two buildings.

Hue Funds Distvibured

A rtequest for proposals was issued jointly by the
Illinois Department of Children and Family Services
and the IFF. An internal committee, a screening
committee and a final panel were used to select the
child care providers who received the buildings.

Puprlatiun Serted

The child care centers housed in the buildings serve
low-income working families and, in the case of four
Head Start classrooms, families who qualify for
Head Start.

Strategic Constderatinn
Unlike general obligation bonds, which are owned
by the governmental body issuing them, this strategy
relies on bonds that are owned by a “conduit,” in
chis case, the Illinois Facilities Fund. In considering
this strategy, the following issues should be explored:
e A strong, experienced intermediary is crucial to the
success of this stracegy. The conduit selected to sell
the bonds and build the facilities—the Illinois
Facilities Fund—had extensive expertise and a
record of accomplishment in other financing efforts.
e Strong commitment from the privare sector also
was important to the success of this strategy. The
IFF was created by the Chicago Community
Trust, which also provided a $2 million grant to
serve as equity. A $1 million loan from the Illinois
Development Finance Authority was secured as
reserve funds. Foundation funding also covered
the cost of early planning and implementation.

* Each year, the state of Illinois appropriates
funds—in addition to the funds allocated for child
care subsidies—to repay principal and interest on
the IFF debt. It is unlikely that an intermediary
organization would assume this level of risk with-
out this commitment of state funds.

+» Economies of scale are important. The decision to

design and build seven centers at once resulted in

an estimated savings of $700,000.

Child care programs that carry significant debt

must have effective fiscal management procedures

in place to ensure that cash flow is available to
repay the loan. Many child care programs do not
have fiscal expertise. IFF has played a crucial role
in strengthening the fiscal management capacity
of the programs it finances.

The multimillion-dollar buildings—which are

located in very low income neighborhoods plagued

by poverty, drug abuse and violence—provide
more than child care and Head Start. Some are
family ceaters; one houses a health clinic; many
have served as an important “anchor” and spurred
additional development in the community.

Other Sites Wath Similar Strategy

The Hawaii legislature recently approved the
issuance of tax-exempt revenue bonds for child care
center construction and renovation.

Contact

Trinita Logue, President

Illinois Facilities Fund

300 West Adams Street, Suite 431
Chicago, IL 60606

Phone: (312) 629-0060

Fax: (312) 629-0065

E-mail: hn2467@handsnet.org
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FINANCING CHILD CARE FACILITIES

Child Care Center Start-up and Health and
Safety Grant Programs (New York)

Description

New York State currently has three grant programs
to help support the cost of starting new child care
centers and helping existing centers to assure the
health and safety of the children being served. The
programs include: 1) predevelopment planning grants
(up to $75,000 per project); 2) child care center
start-up and expansion grants (up to $100,000 for
full-day programs and $25,000 for part-day programs
for school-age children); and 3) health and safety
grants for existing child care centers (up to $10,000).

When Esiablished

New York established its first child care start-up
grants program in 1984, when the state legislature
appropriated $600,000 to help start new school-age
child care programs. Since that time, a number of
different child care grant programs have been added
and revised.

Amount Generated Annually

In 1996, up to $750,000 was made available for
predevelopment planning grants, up to $1.8 million
for start-up grants and up to $900,000 for health
and safety grants. In prior years, annual appropriations
for child care center start-up, expansion and facility
improvement grants combined have fluctuated from
a high of $11.2 million in fiscal year 1991-92 to a
low of $1.8 million in fiscal year 1992-93.

Servaes Funded

Predevelopment planning grants may be used for
design studies, site assessment, architecturaliengi-
neering fees, financial planning, fund-raising and other
predevelopment work. Start-up/expansion grants
may be used for planning and setting up program
environments, hiring staff, purchasing supplies and
equipment, recruiting children, and minor remodel-
ing that is necessary to comply with housing, fire
safety or other regulatory requirements. Healch and
safery grants may be used to address newly identified
fire, health and safety issues in existing facilities as
well as to conduct minor remodeling to make the
program more accessible to children with disabilities.
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Hou Funds Distributed

The Department of Social Services (DSS) issues a
request for proposals, reviews applications and makes
the final selection. The department then executes a
contract with the applicants selected for funding.

Population Served

Incorporated nonprofit and proprietary child care
programs as well as public agencies and local gov-
ernmental units may apply for start-up and health
and safety grant funds. Nonprofit organizations may
apply for predevelopment planning grants. Priority
is given to projects that: serve low-income families
who receive child care subsidies or public assistance;
serve special high-need populations; provide care
during nontraditional hours; and are located in
empowerment zones, enterprise communities. eco-
nomic development zones, or adolescent pregnancy
prevention and services sites.

Strategic Considerations

The child care grant programs described above are,
by and large, limited to minor renovations and the
“soft” costs associated with planning and opening a
child care program. Funds to help pay for the “hard”
costs of building or renovating a child care facility
may be obtained from several other grant and loan
programs in New York State. One example is the
Regional Economic Development Partnership Pro-
gram administered by the Empire State Development
Corporation. This program is designed to “fostet
economic growth, strengthen economic vitality,
and...create new job opportunities” in a wide range
of businesses. Child care grants and loans are an
allowable activity under this program. In addition
to “generic” grant and loan programs designed to
spur economic growth, from time to time funds
specifically targeted to child care are made available
within the state’s Department of Economic Devel-
opment. In state fiscal year 1994-95, tor example,
$4 million was made available to support grants for
child care capital construction. These funds were
used to help finance 12 projects. An additional $1
million was allocated in state fiscal year 1995-96,
and will be used to support a few more child care
projects. Addicional issues to consider when explor-
ing the feasibility of replicating the approach used
in New York State include the following:




¢ While a number of different grant programs are
available in New York to help support the cost of
renovating or building a child care facility, these
programs are administered by different govern-
ment entities. None of these agencies has the
time, resources of expertise to help pull together
the package of grants and loans that are typically
necessary to fully tinance a project. The Depart-
ment of Social Services and the Empire State
Development Corporation requested proposals for
the start-up and construction grants at different
times, making it difficult to use the predevelopment
planning grants as a “first step” for construction
loans and grants, or to coordinate the various
grant programs.

Organizations that seck to develop, expand of
improve child care programs often need technical
assistance in a host of areas, including capital
financing, design, program planning and so forth.
Technical assistance of this sort was not buile into
any of the New York State grant programs. As a
result, a number of the applications received by
the state agencies (parcicularly requests for capital
construction grants or loans) are of poor quality
and cannot be funded.

The child care start-up grants awarded by the
Deparctment of Social Services typically represent
only a small portion of the overall financing pack-
age necessary to start a new child care program.
Organizations that apply for these funds must also
raise (or borrow) large sums from other sources. It
can be difficule for a state-level entity like DSS
(with limited staff and limited expertise in facili-
ties development or small business financing) to
assess whether a potential applicant can operate 2
stronig, viable business and can secure the funds
necessary to complete the project.

Other Sty With Similar Strateg)y

At least 21 jurisdictions (including Alaska, Califor-
nia, Delaware, Indiana, Kentucky, Louisiara,
Nebraska, New Jersey, New Mexico, New York,
North Carolina, Ohio, Oklahoma, South Dakota,
Tennessee, Washington, West Virginia, Wisconsin,
Wyoming, the District of Columbia and Guam)
have established some form of grant program for
child care centers and/or home providers. Most of
these programs make very small grants available for
minor renovations, equipment purchase or program
improvements. The grant programs are typically
administered by a state agency and are generally not
linked to larger sources of funding for capiral con-
struction. A few states (including North Carolina,
Ohio and Illinois) have chosen to administer these
programs through a community development finan-
cial institution (CDFI) or community development
corporation (CDC) thar is able to “package” the
funds with other grants and loans and provide in-
depth technical assistance and support. A list of
community-based “intermediary” organizations that
target child care is included in the appendix on page
127 of this report.

Contacts

Lola Cole

New York State Department of Social Services
Bureau of Early Childhood Services

40 North Pearl Street

Albany, NY 12243

Phone: (518) 474-9883

Fax: (518) 474-9617

Terri Trifari or Suzanna Stein

Empire State Development Cotporation
633 Third Avenue

New York, NY 10017

Phone: (212) 803-3641

Fax: (212) 803-3615
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FINANCING CHILD CARE FACILITIES

Family Child Care Start-up and Health and
Safety Grant Program (New York)

Description

New York State has established a grants program to
help family child care (up to eight children) and
group family child care (up to 14 children) providers
conduct quality early childhood developmert pro-
grams. Grants of up to $500 per home may be used
to cover start-up costs or to help existing providers
ensure the health and safety of children in their care.
This grants program is administeted by local orga-
nizations (primarily child care resource and referral
agencies) that have the capacity to recruit new
providers, assist them in starting a child care busi-
ness and provide continued technical assistance.
Grant funds to partially support the cost of techni-
cal assistance staff and overhead are made available
to the local agencies that administer the family
child care grants program.

When Established

The New York State Legislature first established a
start-up grants program for family child care
providers in 1987.

Amaunt Generated Annnally
In 1996, $2.6 million was made available for this
program.

Sertras Famded

New family child care providers may use these funds
to purchase the equipment, toys and supplies they
need to open a family child care home. Existing
family child care providers may used the funds for
health and safety items such as fire alarms or smoke
detectors, window guards, outlet covers, first aid
kits, medical examinations, water testing, cribs and
some educational supplies.

=104 116

Hou Funds Distributed

The Department of Social Services (DSS) issues a
request for proposals to community-based organiza-
tions seeking to administer the program. DSS

staff review proposals and select a single entity in
each geographic area to administer the funds. The
department then executes contracts with these
agencies to administer the program. Local adminis-
trative agencies are responsible for recruiting family
child care homes, providing technical assistance and
awarding mini-grants to eligible fami!/-based child
care programs.

Population Served

Mini-grants are awarded to fanuily child care and
group family child care homes that serve primarily
low-income families who receive subsidized child
care. Local agencies that administer this program
must have a strong relationship with the local
department of social services and demonstrated
experience in recruiting and supporting family child
care homes.

Strategic Considerations

* Using local organizations (such as child care
resource and referral agencies) to administer this
program is an effective strategy. These agencies have
the capacity to recruit new providers, assist them
in starting a child care business and provide the
continued technical assistance they need to provide
quality child development services. Additionally,
it is difficult for a state agency to administer
mini-grants. (Scate contracting procedures are not
designed for such small grants, making adminis-
tracion cumbersome and expensive.)

Many family child care providers (especially those
that serve low-income families) are unable to carry
debr. Making small, rargeted grants (rather than
loans) to these providers is an effective way to
increase the supply of child care.

The mini-grants initially were limited to start-up
costs. Local administrative agencies and licensing
staff reported, however, that many existing family
child care providers needed to address health and
safety concerns but did not have the funds to do
so. As a result, the program was expanded to
include these providers.




Other Siees With Stmulay Stvategs

At least 21 jurisdictions (including Alaska. California,
Delaware, Indiana, Kentucky, Louisiana, Nebraska,
New Jersey, New Mexico, New York, North Caroli-
na, Ohio, Oklahoma, South Dakota, Tennessee,
Washingron, West Virginia, Wisconsin, Wyoming,
the District of Columbia and Guam) have estab-
lished some form of child care grant program. Many
of these programs make funds available to family
child care homes. The extent to which these states

use local agencies to administer the funds is unknown.

Private-sector partners—such as employers—often
make small grants available to family child care
homes, and typically use local child care resource
and referral agencies to administer these funds.
(For further information on private-sector initia-
tives, see the sections on Employers/Unions and
Public-Private Partnerships in this report.)

Contact

Lola Cole

New York State Department of Social Services
Bureau of Early Childhood Services

40 North Pearl Street

Albany, NY 12243

Phone: (518) 474-9883

Fax: (518) 474-9617

FINANCING CHILD CARE FACILITIES
State Loan Guarantee Program (Maryland)

Description

The Maryland State Loan Guarantee Program is
designed to help day care programs (including child
care centers and facilities that provide day care for
disabled adults and the elderly) obtain loans from
commercial lending institutions. The stace will
guarantee up to 80 percent of a loan. Interest rates
are set by the lending institution and are usually
about 2 points above the prime lending rate. The size
of guarantee portion varies widely. The program has
guaranteed loans as small as $15,000 and as large as
$1.6 million.

When Established
The loan guarantee program was established by the
legislature in 1984.

Amonnt Generated Annually

The state legislature initially appropriated $750,000
for the program. Since 1984, several additionai
appropriations have been made. Additional income
has been generated from guarantee fees and interest
on investments. While the law permits these funds
to be leveraged up to five times, the Maryland
departm. :nt of Business and Economic Develcpment
has elected to limit guarantees to three times its
fund balance. The department is currently able to
guarantee loans that total up to $6.2 million.

Services Funded

Guaranteed loans may cover the cost of construc-
tion, renovation, equipment, supplies and some of
the working capital necessary to develop or expand a
facility that provides care for children, the elderly or
disabled persons of all ages.

Hou: Funds Distributed

A loan agreement is executed between a commercial
lender and the day care program, backed by the
guarantee. The state treasurer's office invests the
funds used to guarantee the loans. Invested funds
are held in a separate account an:d earn interest.
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Population Served

Maryland has guaranteed loans tc a wide range of
child care centers, including nonprofit and for-profit
programs as well as Head Start. Many of the loans
have been for expansion projects.

Strategic Considerations

Maryland has not experienced a single default since
the program was established, although it does have
several loans in the “work-out” process. (This means
that the state currently is working with the borrower
to restructure the loan.) Other considerations include:
¢ State loan guarantee programs can be an inexpen-
sive way to help day care programs obtain loans in
the commercial market. However, loan guarantee
programs do not create capital for loans or ensure
lower interest rates.

A loan guarantee program is relatively easy to
administer, and it may be combined with other
private and public funds to help finance capiral
construction.

While not all child care programs may be able to
participate in a loan guarantee program, child care
markets are diverse enough that some proviuers
will find the program helpful. Some states have
found that loan guarantee programs are used pri-
marily by proprietary child care programs that can
charge high parent fees, although Maryland has
not found this to be the case.

Other Sites With Similar Straregy

Arkansas, California, North Carolina and Tennessee
currently have state loan guarantee programs. In
New York, the Chase Community Development
Corporation has used guarantees from the State of
New York Mortgage Agency to supporrt child care
construction lending.

Contact

Joan Case, Director

Day Care Financing Programs

Maryland Department of Business
and Economic Development

217 East Redwood, Suite 2246

Baltimore, MD 21202

Phone: (410) 767-63-5

Fax: ¢:10) 333-0931

FINANCING CHILD CARE FACILITIES

Child Care Facilities Direct Loan Program
(Maryland)

Description

The Child Care Facilities Direct Loan Program uses
funds appropriated by the state legislature to make
loans at or below the prime lending rate. Loans with
repayment schedules of up to 20 years may be
secured for up to 50 percent of the cost of building
or renovating a child care facility.

When Established

The program was established in 1988 and initially
limited loans to 20 percent of the hard cost (that is,
the cost of construction, renovation and equipment
fixed to the building). No loans were issued in the
first year. In 1989, the program was revised to allow
loans of up to 50 percent of the hard costs. The first
loan was issued in 1989.

Amount Generated Annually

$1.75 million was appropriated by the legislature
for the program in the first year, and additional
appropriations followed in subsequent years. These
funds have been further augmented by interest and
loan fees. At present, the fund has $1.8 million
available. The smallest loan awarded to date has
been for $35.000. The largest has been for $350,000.
The average loan is for approximately $200,000.

Sertaces Funded

The loan fund is limited to construction and renova-
tion costs. Equipment that is fixed to the building
may be included, but all other equipment. supplies
and start-up costs are excluded.

How Fundy Distributed

Applications are submitted to the Maryland Depart-
ment of Business and Economic Development, Day
Care Financing Programs. Staff review business
plans. An independent committee authorizes finzn-
cial participation in the program. Once approved.
the loan payments are processed by the department’s
Loan Administration Unit.
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Poprlation Served

Both nonprofit and proprietary child care centers are
eligible to apply for the loan funds. (Family child
care providers are not eligible for the program.)
Since loans may be for no more than 50 percent of
the total project cost, applicants must have secured—
or identified a source for—the remaining funds.
Applicants who apply for both a direct loan and a
loan guarantee may borrow no more than 20 percent
of total project costs under the direct loan program.

Stracegic Considerations
The program was established because the srate legis-
lature wanted to ensure thac an affordable source of
capital funds was available to support the cost of
constructing or renovating child care facilicies. The
Maryland Department of Business and Economic
Development has found that, while not all chila
care programs may be able to carry debr, child care
markets are diverse enough that some providers will
find the program helpful. Packaged together with
the loan guarantee program, direct loans help to make
lower-cost capital funds available to child care centers.
Maryland has not experienced any defaults since
the program was established, although it does have
several loans in the “work-out” process. (This means
that the state is currently working with the borrow-
er to restructure the loan.)

Other Sites With Similar Strategy

Virginia has a similar child care loan program
administered by the state. Other states may have
“generic” business development initiatives that make
loans to child care businesses. (The Regional Economic
Development Partnership Program administered by
the New York State Department of Economic
Development is one example.) North Carolina has
awarded funds to a community development financial
institution (the North Carolina Community Facili-
ties Fund) to administer a child care loan program.

Contact

Joan Case, Director

Day Care Financing Programs

Maryland Department of Business
and Economic Development

217 East Redwood, Suite 2246

Baltimore, MD 21202

Phone: (410) 767-6345

Fax: (410) 333-6931

FINANCING CHILD CARE FACILITIES

Special Child Care Revolving Loan Fund
(Maryiand}

Description

The Special Child Care Revolving Loan Fund was
designed to provide low-cost, short-term loans to
help cover the cost of minor renovatiens in child
care facilities and small group day care homes. The
minimum loan that may be approved is $1,000, and
the maximum is $10,000. Although the loans typi-
cally are made at the prime lending rate, lower rates
are avai. Sle for providers serving targeted popula-
tions such as low-income families, teen parents and
children with disabilities.

\When Established
The program was established in 1992.

Amount Generated Anntially

The Maryland Department of Human Resources has
allocated a portion of federal Child Care and Devel-
opment Block Grant (CCDBG) funds for the loan
program in each of the past five years. Allocations
have ranged from 2 low of $62,000 in state fiscal
year 1995 and state fiscal year 1996, to a high of
$125,857 in state fiscal year 1994.

Services Funded

Loans may be secured for minor renovations necessary
to meet licensing requirements, make the facility
accessible to the handicapped, improve the structure
or program, and so forth.

How Funds Distributed

Applications are submitted to the Maryland Depart-
ment of Business and Economic Development. The
department reviews and approves all applications.
An independent approval committee authorizes
financial participation. Once approved, the loan
payments are processed by the department’s Loan
Administration Unit.

Papulation Sevved

Child care centers and small group day care homes
(those with mare than eight children). Family child
care homes are not eligible for the revolving Lun fund.
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Serategic Considerations

The legislature and the Maryland Deparur ent of
Human Resources established the loan program
because they wanted to maximize the use of
CCDBG funds available for quality improvemvnt
and recognized the need for financing to help child
care programs improve their facilities. A revolving
loan fund was appealing because it did not require a
large appropriation and could potentially be self-
supporting as loans were repaid.

The Department of Business and Economic
Development has found this program to be more
labor-intensive than the other loan programs it
administers. Greater staff time is required because
the loans are smaller, there is a greater number of
transactions and, in some cases, the loans incur more
risk (requiring staff to become involved in "work-
outs” or defaults).

A number of child care programs that received
loans under this program were unable to repay the
loans. Unanticipated reductions in enrollment,
which resulted in lower revenue, were the primary
reason given for default. Lower enrollment appears
to have resulted from downsizing among local busi-
nesses and “freezes” or cuts in the subsidized child
care system.

Other Sites With Similar Strateg)

Virginia has a similar child care loan program
administered by the state. A number of other states
(such as North Carolina and Maine) have allocated
funds to a community development financial insti-
tution or other community-based organization to
administer a loan program for home-based child care
providers.

Contuct

Joan Case, Director

Day Care Financing Programs

Maryland Department of Business and
Economic Development

217 East Redwood, Suite 2246

Baltimore, MD 21202

Phone: (410) 767-G345

Fax: (410) 333-6931
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FINANCING CHILD CARE FACILITIES

Community Development Financing
(North Carolina)

Description

The community development financing approach
used by the Center for Community Self-Help
{Self-Help) in North Carolina is supported with
funds from three primary sources: 1) deposits to the
Self-Help credit union; 2) grants (from foundations,
individuels, government and others) for capital
financing; and 3) program-related investments (PRIs).
PRIs are zero- or low-interest investments or loans
made by organizations or individuals that are used as
capital and reloaned to communiry-based enterprises
such as child care organizations. Self-Help makes
loans—which range from $500 to a family child
care home to $850,000 to help finance the cost of
building a new child care center. Interest rates charged
are at or slightly above the prime lending rate.

When Established

Seif-Help—a statewide community development
financial institution with five regional offices—was
established in 1980. Although the organization had
always financed child care under its small-business
lending, in 1993, it decided to specifically target
the child care industry.

Nwient Generated Annweally

To date, Self-Help has made approximately $3.5
million in loans to child care programs, and their
lending in this area is growing rapidly.

Sertacets Frnded

Self-Help makes short- and long-term (up to 20-
vear) loans to early childhood programs throughout
the state of North Carolina. Unlike most commer-
cial lenders, Self-Help is willing to consider “risky”
loans and provide technical assistance to potential
borrowers. Technical assistance may include helping
a family child care provider create their first budget;
helping an organization seeking to build or expand
a child care center put together a comprehensive
financing package; making sure that child care pro-
grams that apply for loans know about the U S.
Deparement of Agriculture (USDA) child care tood
program and other public subsidies; and so forth.




Self-Help has produced a detailed reference manual
entitled The Business Stde of Child Care. which
discusses a wide range of issues such as assessing
business risk, estimaring revenue and planning facil-
ities, and it includes specialized spreadsheets that
are also available on computer disk.

Huow Funds Distributed

Loan applications are submitted to Self-Help,
which operates like a bank and administers all
aspects of the loan, including processing payments
and working with borrowers who are having diffi-
culty repaying the loan.

Poprlation Serted

Self-Help makes loans to early childhood programs of
all types and sizes, including nonprofic, church-based
and proprietary child care and Head Start centers. as
well as large and small family child care homes. Self-
Help primarily meets the needs of child care borrowers
who have the capacity to carry debt but have trouble
obraining 2 loan from a commercial lender.

Strategic Considerarions

In 1993, Self-Help examined its small-business

lending and realized that child care was the industry

to which it had made the most loans. After a survey
of child care providers, resource and referral agencies,
and state child care personnel indicated that there
was more than $80 million in loan demand in the
child care industry, the organization decided to pro-
vide rargeted loans and technical assistance to these
providers. The effort has been very successful, and
demand for child care loans has grown dramatically
in recent years. In exploring the feasibility of repli-
cating Self-Help’s strategy in another jurisdiction,
the following considerations should be explored:

¢ The community development financing strategy
used by Self-Help is an effective way to help child
care programs access capital. It does not, however,
lower the cost of borrowing money.

» Economy of scale is an important factor. Credit
union deposits and many PRIs are small or for
short periods of time, and therefore they might
not be a viable source of capital for the long-term
loans many child care operators need. But Self-
Help is able to combine small and short-term
investments wich other large, long-term invest-
ments that have been made to its institution.
Additionally, Self-Help can package its loans with

loans from other state and federal partners such as
the Small Business Administration, Housing and
Urban Development, the Rural Development Agency
and others. (Self-Help also administers a child care
loan fund for the state’s Division of Child Devel-
opment, which is funded with federal CCDBG
dollars.) Taken together, these funds provide capital
needed to offer both long- and short-term loans.
Technical assistance is a crucial element of child

care lending. Self-Help has che capacity and the
commitment to provide intensive technical assts-
tance to many of its borrowers.

Self-Help has found the delinquency rate on child
care lending to be higher than it is for other lending,
bur actual losses have been minimal. (Loan losses
have represented only two-tenths of one percent of
its portfolio.) Self-Help's management of the loans
has been critical to ensuring that the funds are
repaid. Not surprisingly, borrowers who provided
child care to middle- and upper-income families
had no delinquency problems, while the majoriry
of those that aimed for a low-income clientele suf-
fered delinquency problems. Self-Help also found
that for-profit borrowers had more delinquency
problems than nonprofits. '

Other Sites With Similar Strateg)

Community development financial institutions
(CDFlIs) have been established in many states and
communities. (See appendix on page 127 for a list of
“intermediary organizations” that focus on child care
lending.) Some of these institutions are quite small
and provide limited services to only one community
or neighborhood, or they target specific areas of
lending (such as low-income housing). Many do not
have credit unions or the capacity to solicit pro-
gram-related investments. But most large CDFIs
(such as Coastal Enterprises, in Maine) use financing
strategies similar to those described above.

Cantact

Laura Benedict, Director

North Carolina Community Facilities Fund
c/o Center for Community Self-Help

PO. Box 3619

Durham, NC 27702-3G19

Phone: (919) 956-4430

Fax: (919) 688-3615

E-mail: laurat@aSelf-Help ory
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FINANCING CHILD CARE FACILITIES

Community Development Finance Fund
Linked Deposits (Ohio)

Description

“Linked deposits” involves depositing funds into a
conventional lending institution for the specific
purpose of encouraging the bank to loan funds at &
reduced rate to a specific borrower. The Ohio Com-
munity Development Finance Fund (CDFF) has
used this stracegy to lower the cost of short-term
construction loans made to nonprofit entities,
including child care or Head Start programs.

When Established

In July 1995, the Ohio State Legislature appropriated
$3 million for a child care facilities fund. CDFF was
selected to adminiscer the fund and to use the fund
to leverage additional dollars from the private sec-
tor. Linked deposits ‘s one of the strategies CDFF
uses to help leverage funds.

Amount Generated Annually
The legislacure made a one-time allocation of $3
million to CDFE

Servaces Funded

Linked deposits currently are used to support short-
term construction loans (of approximately six
months’ duracion). Once conscruction is complete,
the construction loan is converted to a mortgage.
The mortgage is held by the lending institution and
is an agreement between the Head Start or child
care facility and the bank; CDFF is not involved in
this aspect of the financing.

How Funds Distributed

CDFF makes a deposit in the bank, linked to a
specific loan to a specific Head Start or child care
program, at a specific interest rate, and incorporating
any other specific concessions. The bank loans funds
to the Head Start or child care program at a reduced
rate. Interest on the deposit is used to help offset
the cost of making a low-cost loan to the Head Start
or ¢hild care program.
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Population Served

CDEF serves nonprofit organizations that provide o
wide range of community services, including child
care. All of the child care and Head Start programs
it assists serve primarily low-income families.

Comments:

Linking deposits is one of several financing strategies
that CDFF uses to support capita! financing in child
care. CDFF provides Head Start training and techni-
cal assistance in financing ar. ! facilities development,
and it also administers a special state-supported Head
Start facilities planning grants program. Addicionally,
CDFF helps to administer funds that support local
revolving loan funds for child care “micro-enterprises.”
The agency has recently developed a new “gap
financing” loan program that will directly loan
funds to help cover the gap between the mortgage
secured by a child care or Head Start agency and the
total cost of the construction or renovation project.

Strategic Constderations

The $3 million appropriation for the Ohio Commu-

nity Development Finance Fund grew out of CDFF's

experience in working with Head Start agencies and

a growing recognition that additional funds were

needed to support capital construction in Head Start

and child care. Making decisions about the most
appropriate strategy for financing child care facili-
ties in various markers requires careful thinking and
experience. One step builds on the next, and differ-
ent strategies are appropriate in different situations.

To more fully understand linked deposits and other

strategies used by CDFF, the following issues should

be considered:

o The decision to use a linked deposits strategy was
based on CDFF's experience using a similar strategy
in the area of low-income housing.

o CDFF is currently exploring ways to use the state
appropriation as equity to support the issuance of
securities (i.e., stacks) to capitalize the facilities
fund. The agency has determined that an addi-
tional $3 million—bringing the total facilities
fund to 86 million—will be needed to support a
securities issuance. CDFI believes that $6 million
i equity could support a sccurities 1ssuance that
would leverage $10 million a vear.
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e The decision to develop a “gap financing” loan FINANCING CHILD CARE FACILITIES

program grew out of CDFF's research into whar

steps are necessary to establish the experience Commercial Lender-Public-Sector Partnership

required to successfully issue securities to capital- (District of Columbia)

ize the facilities fund.

Descriprion
Other Sites With Simtlar Strateg) Using the inclusion of child care lending in the new
A number of other states and cities have used a Community Reinvestment Act regulations as an
linked deposits strategy to leverage funds tor low- incentive, the Center for Policy Alternatives (CPA)
income housing and small business development. brought together a consortium of 20 banks' in the
However, the Ohio Community Development Washington, D.C., metropolitan area to develop child
Finance Fund appears to be the only entity using care loans. A high-level, public-privare advisory
this strategy for capital financing in child care. committee guides the work.* Local policy makers
provide loan guarantees and technical assistance

Contact funding. Three products are included: 1) “mini” micro-
Jim Klein, Execurive Director loans (up to $1,500) to family chiid care providers;
Ohio Community Development Finance Fund 2) micro-loans (up to $25,000) to nonprofit child
42 E. Gay Street. Suite 1000 care -enters: and 3) real esrate mortgage lending (up
Columbus, OH 43215-3119 to §1 million) for major rehabilitation or construction
Phone: (614) 221-1114 or (800) 959-2333 of a child care facility. Interest rates on these loans
Fax: (614) 221-7493 are below prime, or at the lowest possible ruce (but
E-mail: hn2031@ handsnet.org sufficient to cover administrative costs).

When Established

The initiative began in May 1995, wich the mini-
loan fund implemented in 1996. The other funds
are still in the planning stages.

Amount Generated Annually

The bank consortium committed $350,000 for the
“mini” micro-loan program and $2 million for the
micro-loan program. The District of Columbia’s
loan guarantee for the “mini” micro-loan fund is
$75.000 from the Child Care Development Block
Grant (CCDBG) funds.

The banks will also donate $70,000 (20 percent
of their loan funds) to support administration of the
“mini” micro-loan fund and the provision of technical
assistance to child care providers seeking loans. This
contribution is matched with a $75,000 CCDBG
grant to support technical assistance and craining for
participating providers. Additional funds for technical
assistance to child care providers will be supported by
local foundations.

1. Russell Simmons, senior vice president of Riggs Bank, 1s chair of the project’s banker working group. Parucipating banks include
Catibank, NationsBank, First National Bank of Maryland. Crestar Bank and others.

2. James Gibson of the District ot Columbia Agenda Project chairs the advisory committee. Representatives trom the District of
Columbia Boatd of Trade, the Metropolitan Washington Counal of Governments, the Freddie Mac Foundation. the Metropolitan
Bankers Group, the Washington Cluld Development Counal and the Morrah Fund are among the commuttee members.

i1im
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Child Care Facilities

Services Funded

Loans are available to home-based and center-based
child care providers for minor renovations, supplies,
equipment, costs associated with program accredica-
tion, lines of credit and other non-asset-based lending.
(Micro-loans will be limited to nonprofir providers.)
Technical assistance on finance issues will be provided
by community development corporations (CDCs).
Technical assistance on quality assurance will be
provided by the Washington Child Development
Council, a child care resource and referral agency.

How Fands Distributed

The $350,000 commercial lender commitment

for the “mini” micro-loan program, the 20 percent
set-aside and the $75,000 CCDBG grant for admin-
istration and technical assistance, will be transferred
to the ARCH Development Corporation, for adminis-
tration of the loan fund. The $2 million commercial
lender commitment for micro-loans will be distrib-
uted by a consortium of community development
corporations. Metropolitan Washington Bankers
Group men.oers will administer the child care
mortgage loans. Technical assistance for quality
assurance issues is handled through the Washington
Child Development Council.

Population Served

The loan products will be available to a wide range
of child care providers that serve families at all
socioeconomic levels.

Strategre Constderations

The Center for Policy Alternatives worked for sex il

years to ensure that the Community Reinvestment

Act (CRA) include child care lending. The organiza-

tion is now working with commercial lenders to

encourage child care lending and leverage additional
funds (in the form of loan guarantees, funds for
technical assistance, and starr-up and renovation
grants, for example) from the public sector. In con-
sidering replication of this strategy, the following
considerations should be explored:

e The high-level, public-private advisory committee
created for this project was crucial to its success.
The commirtee was able to help open doors,
expand relationships and draw attention to the
need for—and viability of—child care lending.
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* The project focused on child care as an economic
development effort with the potential to create
jobs, generate tax dollars and contribute to the
local economy, rather than as a request for funds
for human setvices.

* In Washington, D.C., child care is estimated to be
a $40 million industry.

Otbher Sites With Similar Strategy

In Ohio, Society Bank and Starting Points (a Child
Care Resource and Referral Agency {CCR&R]) have
joined forces to underwrite and administer a non-
profit loan fund for child care providers who do not
qualify for traditional bank financing.

In Portland, Oregon, the Metro CCR&R agency
finances child care through no-interest loans to
providers. Metro pays the interest to the bank, and
the provider pays the principal.

Colorado is exploring a multibank strategy for
facilities financing.

Contacts

Richard Ferlauto or Tracey Arvin

Center for Policy Alternatives

1875 Connecticut Avenue, Suite 710
Washington, DC 20009

Phone: (202) 387-6030

Fax: (202) 986-2539

E-mnil: ferlauto@clark.net or cfpa@capaccess.org

Russell Simmons

Senior Vice President

Riggs National Bank of Washington, D.C.
Retail Banking Group

Community Reinvestment

800 17th Street, NW

Washington, DC 20074-0796

Phone: (202) 835-5289

Fax: (202) 835-4955
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APPENDIN 1@ REVENUE-GENERATION METHODS

The public sector generates revenue primarily through taxation. Taxes are assessed based on what you
own, spend and earn. Taxation occurs at all levels of government.

Types of taxes levied by various units
of government

What you oun

* propetty taxes on real estate

® personal property taxes

¢ motor vehicle raxes

What you spend

« sales taxes on purchases of goods and services

e excise taxes on specific goods (e.g., cigarettes,
liquor, fuel) and services (e.g., hotels)

What you earn
e income caxes (personal and corporate)
* capiral gains taxes

Local government

(city, county, school district)

\What you own

* property taxes (the major source of local
revenue—over half goes to schools)

Whar yote spend

* sales caxes—most states with sales taxes permit
localities to levy additional sales taxes

» real estate transter taxes

|\ /-‘.I.‘ (NN

e income taxes (17 states permit localitses 1o tax
personal and corporate income)

e capital gains taxes

State government
What you oun

e personal propetty taxes
¢ motor vehicle taxes

What you spend

» sales taxes (45 states)—the major source of
revenue for states

o real estate transfer taxes

What you earn

o income taxes (41 states}—individual raxes are
the second-largest source of revenue for states

e capital gains tax

Federal government
What you oun
* no national property tax

Wt vore spend

* no national sales tax

« excise taxes (¢.g., fuel, air travel, alcohol,
cigarertes)

W Far Ve e,

* personal income taxes (the major source of
federal revenue)

® corporate income taxes

¢ capital gains taxes
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Resources

Public-sector revenue also can be generated

by fees, which can be collected at any level of
government but are more common at the local
level.

» Impact fees ancicipace the need for govern-
ment services (e.g., roads, water, schools) that
will resule from actions by the private sector
thar will cause population growth, and are
intended or offset their costs.

* Service fees shift the cost (or part of the
cost) from government to the user of a public
service (e.g., mortgagerdeed records. garbage
collection).

* Enterprise fees ure generated trom a selt-
supporting enterprise created by government
(e.g., municipal golf course. state locrery,
national park) for which fres can be charged.
The protits generated by che ¢nterprise are
used for other government expenses.

1116

129




APPENDIX 2: UNDERSTANDING TAX STRATEGIES
AND THE POWERS OF GOVERNMENT

TAX STRATEGIES

Many of the innovative mechanisms for financing
child care profiled in this catalog involve taxes: new
taxes, tax deductions, tax credits. In this appendix,
basic tax information is provided, including a dis-
cussion of the control state government has over
local revenue generation.

The federal personal income tax

The federal government imposes an annual income
tax on the earnings of every individual resident and
citizen of the United States. It derives about two-
thirds of its revenue from taxes on personal and
business incomes. Individuals are taxed on what is
called their “taxable income,” which is defined
under federa! income tax law as gross income minus
allowable deductions.

Deductions are one way the federal government
provides what can be thought of as tax subsidies.
(The same is true for states that provide deductions
or tax credits.) For example, federal law allows
deductions for charitable contributions and home
mortgage interest payments. It also allows deduc-
tions for what are called “personal exemptions,” for
the taxpayers themselves and for any of their depen-
dents. Deductions are important to taxpayers
because they usually reduce the amount of the
income tax below what tt would have been without
the deduction.

Taxpayers also can receive tax subsidies through
what are called tax credits. Federal law allows a tax
credit for "dependent care,” which is described more
fully in the section on tax credits, deductions and
exemptions. The earned income tax credit (EITC) is
another example of a tax credit under federal tax
law. Tax credits are subtracted from the tax other-
wise owed by the taxpaver. Thus, in contrast toa
deduction—which only reduces taxes owed by the
amount of the allowable deduction (multiplied then

by the taxpayer’s applicable tax rate)—a rax credit
effectively gives the taxpayer a dollar-for-dollar rax
reduction. In general, thetefore, tax credits are more
valuable to lower-bracket taxpayers.

Finally, federal income tax law allows individual
taxpayers to deduct the amount of certain state and
local taxes they have paid from what they calculate
to be their total federal taxable income, including
the state and local personal income taxes they have
paid and any local real property taxes they have
paid. This deduction is available only for those tax-
payers who are able to itemize their deductions, thac
is, those with deductions in excess of 7.5 percent of
their income. If increasing certain state or local
taxes to fund children’s services is under considera-
tion, the fact that taxes are deductible might be
used as an argument to assuage those taxpayers who
fight against tax hikes. Since only the higher-wage
earners are able to itemize their deductions (two-
thirds of taxpayers take the standard deduction),
this argument will be most persuasive to higher-
income voters.

State taxes

Historically, states have been responsible for the
health, safety and welfare of their citizens (as con-
trasted with the federal government, which is the
protector of citizens’ national rights, e.g., voting,
speech). Thus, states are free to tax their citizens as
much as their elected officials are willing to allow.
Most states, like the federal government, have a per-
sonal income tax. Together with corporate income
taxes, they are a major source of state revenue. The
other major source of state revenue is from sales
taxes. States also rely on motor fuel taxes, motor
vehicle taxes and license taxes to generate reverue.
As federal grants-in-aid to s ates continue to dwindle,
states have begun to rely on new taxes, such as those
on tobacco or alcohol. to increase tax revenue.
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Local taxes

Very few localities have a personal income tax
(several large cities have imposed an income tax,
e.g., New York City). Rather, the mainstay of local
tax revenue is the property tax (generating approxi-
mately 75 percent of localities’ revenue). The tax is
imposed on real property owned within the locality.
Localities are granted by their states che authority to
both set the rates of and collect property taxes. A
hundred years ago, states levied and collected prop-
erry tax, but they gradually relinquished this duty
to localities because property taxation is much more
easily administered at the local level (as is the case
with many taxes).

A more recent development in state and local
fiscal relations is an increase in the number of states
allowing localities to enact non-property taxes.
Non-property taxes are sometimes referred to as
“permissive” taxes, and they include taxes on:
incomes, sales, hotel room occupancy, restaurant
meals, taxi rides, cigarettes, gasoline and gross
receipts. Use of such permissive taxes, along with
the property tax, provides localities with new mech-
anisms to generate revenue.

LIMITATIONS ON GOVERNMENTS' POWERS
Across the country, not all localities share the same
rights or authority. Under state and local government
law, the simple rule is that the local government can
do anything that the state permits it ro do and
nothing more. Thus, state legislatures decide which
aspects of health, safety and welfare can be the
responsibility of their localities.

Authorization for localities to act in a specific
area can come in one of two ways: expressly through
state legislation or through what is known as “home
rule.” The home rule movement was born from
localities that wanted to engage in self-government
in areas that seemed classically local in character
(e.g., fire, educarion, land use, zoning). In response,
many states began to grant specific powers to their
localities. Today, the two sources of local power—
enabling legislation and home rule—are not a
dichotomy but more nearly define the ends of a
continuum. Most states have elements of both models;
however, each state is different: some states have
granted ultimate decision-making power to localities
on issues that have been deemed “local” (e.g., Colorado),
and others have reserved the power to preempt local
decisions (e.g., Massachusetts).

1. Jerome R. Hellerstein & Waicer Hellersten, State & Loal Tuxarion, West Publishing Co., 1988, p. 15 tcitations omitted).

2 William D. Andrews. Buste Iniome Tuxation, Little Brown & Co. 1991, pp. 19-21.

3. Marvin A. Chirelstein, Federal Inome Taxatton, Foundation Press, 1994, p. 170

4. Hellerstein & Hellerstein p. 1.

5. Hellerstein & Hellerstein p 11
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APPENDIX 3: KEY NATIONAL ORGANIZATIONS
IN CHILD CARE AND FAMILY SUPPORT

National constituent
membership organizations

Ecumenical Child Care Network is an organization
of church-related child care providers that began in
the early 1980s as a project associated with the
National Council of Churches Child Advocacy Office.
Today. it is an independent organization that con-
ducts research and public education, and provides
resources and supports, including an accreditation
system for church-related programs with mentoring
and self-study components.

Carmelita Madison, Executive Director
Ecumenical Child Care Nerwork

8765 West Higgins Road, Suite 405
Chicago, IL 60631

(312) 693-4040

National Association for Family Child Care is

a national membership organization of family day
care providers, and local and state family day care
associations. It sponsors an annual national conference
and an accredication program for family day care
providers. NAFCC has about 3,500 members and is
governed by a board of 10 regional representatives.
NAFCC is focusing its efforts on supporting family
child care associations and promoting quality
through accreditation.

Deborah Eaton, President

National Association for Family Child Care
206 Sixth Avenue, Suite 900

Des Moines, 1A 50309-4015

(519) 282-8192

(619) 466-8340 (1n California)

National Association for the Education of
Young Children is a national membership organi-
zation organized in the early 1900s to work on
behalf of the needs. rights and well-being of all
young children. It has about 85,000 members, is
governed by an elected board of 17 members and
has more than 425 affiliate groups in the U.S. and
overseas. NAEYC sponsors the National Academy of
Early Childhood Programs, which accredits center-
based programs for children birth through age five.
NAEYC's Early Childhood Professional Development
Institute works to establish professional standards
and definitions in the field for all programs serving
children birch through age eight. NAEYC publishes
a bimonthly journal, Young Children. and sponsors a
national conference annually.

Marilyn Smith, Executive Director

National Association for the Education
of Young Children

1509 16th Street, NW

Washington, DC 20036-1426

(800) 424-2460
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National Association of Child Advocates was
founded in 1984 to create and sustain state- and
community-based child advocacy organizations. Its
51 member organizations in 40 states and seven
cities and communities are citizen-based, nonprofit,
independent, multi-issue advocates working to
educate decision makers on children's programs,
collect dara on the status of children, litigace when
needed and inform the public and the media on
children’s issues including food, shelter, securiry,
health and educarion.

Eve Brooks, Executive Director
National Association of Child Advocates
1522 K Street, NW, Suite 600
Washington, DC 20005

(202) 289-0777

National Association of Child Care Resource
and Referral Agencies is a national organization
begun in 1986 to promote the growth and develop-
ment of high-quality resource and referral services
and to exercise national leadership to build a diverse,
high-quality child care system with choice and
equal access for all families. It has close to 500
member agencies and is governed by a board that
includes representatives of its eight regions. NAC-
CRRA sponsors a national policy symposium annually,
as well as eight regional conferences for training and
technical assistance.

Yasmina Vinci, Executive Director

National Association of Child Care Resource
and Referral Agencies

1319 F Street, NW, Suice 810

Washington, DC 20004

(202) 393-5501

B 120

National Black Child Development Institute,
founded in 1970, is dedicated to improving the
quality of life for black children and families. Child
care/early childhood education is one of its four major
areas of focus. NBCDI is a public policy and public
education organization. Its local affiliates, in most
major cities and many other areas of the country,
provide direct services to black children and youth.

Evelyn K. Moore, Executive Director
National Black Child Development Institute
1023 15th Screer, NW, Suite 60O
Washington, DC 20005

(202) 387-1281

National Center for the Early Childhood Work
Force is a national resource and advocacy organization
dedicated to improving child care quality through
better wages and working conditions for child care
staff. It was formerly the Child Care Employee
Project, which began in Oakland, California, in the
1980s. NCECW conducts research, public education
and demonstration projects. Its Menror Teacher
Project is a model staff-development program
addressing both the supervision and compensation
issues in child care. The NCECW supports the
grassroots Worthy Wage Campaign.

Claudia Wayne, Executive Director

National Center for the Early Childhood Work Force
733 15¢th Street, NW, Suite 1037

Washingron, DC 20005

(800) U-R WORTHY

(202) 737-7700
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National Head Start Association is a membership
organization representing children, parents, staff and
directors of Head Start programs. The mission of
the organization is to advocate for children and fam-
ilies and provide opportunities for the Head Start
community to affect Head Start. 1ts board is com-
posed of equal numbers of representatives from the
National Head Start Parent Association, the National
Head Start Directors Association, the National
Head Start Staff Association and the National Head
Start Friends Association.

Sarah Greene, Chief Executive Officer
National Head Start Association
1631 Prince Street

Alexandria, VA 22314

(703) 739-0875

National School-Age Child Care Alliance is a
membership organization of individuals and groups
formed in 1987. NSACCA is committed to advocat-
ing and supporting the development and expansion
of quality, affordable, accessible school-age child care
nationally and promoting the professionalism of
school-age child care. It is an all-volunteer organiza-
tion that sponsors an annual national conference and
actively works to develop state and local school-age
child care alliances. NSACCA has about 2,000 mem-
bers and is governed by a 28-member elected board.

Ellen Clippinger, President

National School-Age Child Care Alliance
2140 West 44th Street

Indianapolis, IN 46208

(317) 283-3817

National education organizations with early
care and education Interests

Council of Chief State School Officers is the
national organization of the superintendents of edu-
cation of the 50 states and U.3. territories. In 1988,
CCS8SO endorsed a policy statement on early childhood
and family education and did significant work with its
members to implement it. CCSSO played a key role
in marshaling the support of education organizations
for passage of the 1990 federal child care legislation.
Its Resource Center on Educational Equity is
involved in a number of early childhood projects;
Cynthia Brown is the resource center's director.

Gordon Ambach, Executive Director
Council of Chief State School Officers

One Massachuserts Avenue, N'W, Suite 700
Washington, DC 20001-1431

(202) 408-5505

National Association of Early Childhood
Specialists in State Departments of Education
is a national membership organization for the early
childhood specialists who work in each state’s
department of education. It has about 75 members
and has been in existence for more than 20 years.
Although it does not have an office or paid staff,
NAECS/SDE has issued many influential policy
statements on subjects ranging from kindergarten
practices to a national children’s policy.

Susan Andersen, President

Office of Educational Services for Children,
Families and Communities

Jowa Department of Education

Grimes State Office Building

Des Moines, IA 50319-0146

(515) 281-4747
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National Association of Elementary School
Principals is the national membership organization
for elementary principals. NAESP defined the sran-
dards of good practice for early childhcod programs
in schools during 1993, and in 1994 it released
standards for school-age child care.

National Association of Elementary School Principals
1615 Duke Street

Alexandria, VA 22314

(703) 684-3345

National Association of State Boards of Educa-
tion is the membership organization for members
of state boards of education. Since 1987, NASBE
has had an early childhood program directed by
Tom Schulez. Its widely distributed publication,
Right from the Start, proposed a collaborative rela-
tionship between schools and other early childhood
education programs and was influencial with many
policy makers and practitioners. NASBE convened a
Narional Task Force on School Read:ness (chaired by
then-Governor Bill Clinton). The task force report,
Caring Communities, redefines readiness as a shared
obligation between government, communities and
families, and offers clear directions for achieving the
first national education goal.

Narional Association of State Boards of Education
1012 Cameron Street

Alexandria, VA 22314

(T03) 6844000
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National policy makers' organizations

National Conferer.ce of State Legislatures was
founded in 1975 as a bipartisan organization dedicarted
to serving lawmakers and staffs of the nation’s 50
states, commonwealths and territories. NCSL is
committed to improving the quality and effectiveness
of state legislatures, fostering interstate communica-
tion and cooperation and ensuring legislatures a
strong, cohesive voice in the federal system. NCSL
serves as a conduit for communication among
lawmakers and a source for research, publicacions,
consulting services, meetings and seminars. NCSL's
Children and Families Program provides services to
legislators and staff working to improve state policies
affecting children and their families. Issues include
juvenile violence, child welfare, child protection,
welfare reform, human services reform, and early child
care and education. Scott Groginsky is the state spe-
cialist for child care and early childhood education.

Shelley Smith, Director

Children and Families Program
Nationa! Conference of State Legislatures
1560 Broadway, Suite 700

Denver, CO 80202

(303) 830-2200

National Governors' Association was founded in
1908 to enable governors to deal collectively with
issues of public policy and governance. NGA's mission
is to support the work of governors by providing a
bipartisan forum to help shape and implement national
policy and to solve state problems. Its members are
the governors of the nation’s 50 states, territories
and commonwealths. The Center for Policy Research
is the research and development arm of the associa-
tion. working 1n a number of policy tields including
education and social services.

National Governors' Association
444 North Capitol Street
Washington, DC 20001

(202) 624-5300




Other national organizations with an early
care and education focus

Center for Career Development in Early Care
and Education at Wheelock College is devoted to
improving the quality of care and education for young
children by creating a viable career development system
for practitioners. In late 1993, the center released a
report, Making a Career of It. based on its national
study of career development in the states. The study
examined regulation, training opportunities and
financial support for the preparation of home- and
center-based practitioners. The center is working in
a number of states to create career development sys-
tems that link local projects with state policy changes
and the higher education community. The center is
a clearinghouse on information about career devel-
opment activities across the country. The center’s
Action Packs on planning, financing, training and
other issues are valuable resources.

Andrea Genser, Director
Center for Career Development
in Early Care and Education

Wheelock College
200 The Riverway
Boston, MA 02215-4176
(617) 734-5200, ext. 211

Child Care Action Campaign is a national coalition
of organizations and individuals formed in 1983 to
respond to the nationwide child care crisis. Through
publications, research and media projects, CCAC
provides resources to the public to help them under-
stand child care problems and work for change.

Barbara Reisman, Executive Director
Child Care Action Campaign

330 Seventh Avenue, 17th Floor
New York, NY 10001

(212) 239-0138

Child Care Law Center is a national, nonprofir legal
services organization founded in 1978. The center
uses legal tools to advance and implement public
policy initiatives that help families meet child care
needs and help child care providers deliver high-
quality services. CCLC provides legal support to the
child care community as a legal services support
center, through training and through its publications.

Deena Lahn, Executive Director
Child Care Law Center

22 Second Street, 5th Floor

San Francisco, CA 94105

(415) 495-5498

Children’s Defense Fund is a national advocacy
organization focused on children, especially children
in poverty. Through its publications, research and
federal legislative advocacy efforts, CDF seeks o
improve the quality of life for poor children and their
families. CDF has various departments organized by
issues area, e.g., child welfare, child care. It sponsors
an annual confetence and publishes a regular newslecrer.

Helen Blank

Child Care and Development Division
Children'’s Defense Fund

25 E Street, NW

Washingron, DC 20001

(202) 662-3547
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National Center for Children in Poverty was
established in 1989 at the School of Public Health,
Columbia University. [ts mission is to identify and
promote strategies that reduce the number of young
children living in poverty in the U.S., and thac
improve the life chances of the millions of children
under six who are growing up poor. The center
alerts che public to demographic statistics abour
child poverty and scientific research on its impacts;
conducts field-based studies to identify promising
programs, policies and practices that benefit young
chiidren and their families; convenes public-private
meetings and issues reports; and disseminates infor-
mation on early childhood care and education, child
health, and family and community support. Ann
Collins is the program associate for early childhood
care and education.

J. Lawrence Aber, Director

National Center for Ckildren in Poverty
Columbia Schcol of Public Health

154 Haven Avenue

New York, NY 10032

(212) 304-7100

National Child Care Information Center was
established to complement, enhance and promote
child care linkages and to serve as a mechanism for
supporting quality comprehensive services for children
and families. NCCIC is an activity of the Child Care
Technical Assistance Project funded by the federal
Administration for Children and Families. The
center supports the Child Care Bureau to collect
and analyze child care data and maintains a database
of information reported by states, tribes and territo-
ries. NCCIC is the national clearinghouse for child
care publications and research within the Education
Resources Information Clearinghouse (ERIC) system.
The center publishes the bimonthly Child Care
Bulletin, and offers toll-free phone, fax and electronic
access to information.

Anne Goldstein, Director

National Child Care Information Center
301 Maple Avenue, Suite 602

Vienna, VA 22180

(800) 616-2242
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School-Age Child Care Project is a ..ational policy
rescarch, training and technical assistance project
focused on improving the quantity and quality of
school-age child care and raising public awareness of
the importance of children’s out-of-school time. It is
part of the Center for Research on Women at
Wellesley College. The SACC Project began in

1977 and has developed quality assessment tools for
school-age child care programs, provided training
across the country and conducted research on various
aspects of school-age care. The SACC Project works
closely with the National School-Age Child Care
Alliance, and in partnership they are developing a
program accreditation system.

Michelle Seligson, Director

School-Age Child Care Project

Wellesley College Center for Research on Women
106 Central Stree:

Wellestey, MA 02181

(617) 283-2547

Zero to Three: National Center for Infants,
Toddlers and Families, formerly known as the
National Center for Clinical Infant Programs, is a
national organization dedicated solely to improving
the chances for healthy physical, cognitive and social
development of infants, toddlers and their families.
It was founded in 1977 by a dozen experts in
health, mental health and human development who
wanted to share with families, caregivers and policy
makers the “new” knowledge about how infants and

toddlers develop.

Michael Melman, Execurive Director
Zero to Three

734 15th Street, NW

Washington, DC 20005

(202) 638-1144
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Family support and parent
education organizations

Family Rescurce Coalition is a national membership
organization dedicated to communicating about family
support. The coalition is a network of people and
programs committed to community-based preventive
services for families. FRC publishes a quarterly maga-
zine and a bimonthly networking newsletter, along
with numerous other publications, and sponsors national
meetings and an annual conference. FRC operates
the National Resource Center for Family Support
Programs, which provides information and technical
assistance to individuals, states and communities.

Family Resource Coalition

200 S. Michigan Avenue, Suite 1520
Chicago, IL 60604

(312) 341-0900

National Center for Family Literacy is a training
and technical assistance organization devoted to pro-
moting family literacy based on the model developed
in Kentucky (Parent and Child Education, or PACE).
PACE later served as the foundation for the national
Even Start program. Family literacy combines adult
basic education, parenting education, and early
childhocd education incorporating some parent-child
activities. The center publishes a newslecter, offers
publications and sponsors national conferences.

Sharon Darling, Executive Director

National Center for Family Literacy

Waterfrone Plaza, 325 W. Main Street, Suite 200
Louisville, KY 40202-4251

(502) 584-1133

Parents as Teachers National Center was estab-
lished by the Missouri Deparrment of Elementary
and Secondary Education in 1987 to support and
promote replication of the PAT mode! within and
outside of Missouri. In 1990, the center became an
independent nonprofit organization. It provides
training and technical assistance to a wide variety of
states, school districts and other agencies on family
education through the PAT approach.

Mildred Winter, Executive Director
Parents as Teachers National Center
9374 Olive Boulevard

St. Louis, MO 63132

(314) 432-4330
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National organizations with a business focus

American Business Collaboration for Quality
Dependent Care was formed in 1992 to increase
the supply and quality of dependent care services in
the U.S. ABC is a partnership among 156 businesses
and public-/private-sector organizations. By helping
companies identify common interests and pool their
resources, ABC enables the business community to
invest in a range of services in many geographic areas.
These efforts target specific needs of company employees
and also support existing community services. The
national corporate work-life services consulting
firm, Work/Family Directions, manages ABC.

Work/Family Directions
930 Commonwealth Avenue
Boston, MA 02215

(800) 767-9863

Employer Group is a limited membership group
of 25 major corporations and one government
agency thar focuses on the work-family concerns
of low-wage and entry-level workers. The group is
co-chaired by a representative from Marriott Inter-
national and one from J.C. Penney. The Families
and Work Institute staffs the group.
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Families and Work Institute is a national, non-
profit organization that addresses the changing
nature of work and family life through research-
based strategies that foster murually supportive con-
nections among workplaces, families and communi-
ties. FWI works in the business, public policy and
child care communities, locally and nationally. FWI
staffs New York City's Early Educarion Business
Leadership Group, the national Employer Group
and the national Early Childhood Public Engage-
ment Campaign. FWI produces research reports and
other publications on a wide variety of topics.

Ellen Galinsky, President
Families and Work Institute
330 Seventh Avenue

New York, NY 10001
(212) 465-2044

139




APPENDIX 4: NATIONAL CHILDREN’S

FACILITIES NETWORK

Laura Benedict, Director

North Carolina Community Facilities Fund
¢so Center for Community Self-Help

P.O. Box 2619

Durham, NC 27702-3619

Phone: (919) 956-4430

Fax: (919) 688-3615

Gerald Cutts, Executive Director
Development Corporation for Children
212 Third Avenue N., Suite 310
Minneapolis, MN 55401

Thone: (612) 338-3023

Fax: (612) 333-4068

Carol Glazer, Senior Vice-President

Amy Gillman, Assistant Program Director
Local Initiatives Support Corporation (LISC)
7.3 Third Avenue

New York, NY 10017

Phone: (212) 455-9834

Fax: (212) 682-5929

Jim Klein, Executive Director

Ohio Community Development Finance Fund (CDFF)
42 E. Gay Street, Suite 1000

Columbus, OH 43215-3119

Phone: (614) 221-1114, (800) 959-2333

Fax: (614) 221-7493

E-mail: hn2031@handsnet.org

Trinita Logue, President

Karen Schmuhl, Director of Finance and Lending
Bob Palmer, Research Assistant

The Iilinois Facilities Fund (IFF)

300 W. Adams Street, Suite 431

Chicago, IL 60606

Phone: (312) 629-0060

Fax: (312) 629-0065

E-mail: hn2467@hansnet.org

Norah McVeigh, Associate Director
of Financial Services

Non-Profit Facilities Fund

70 W. 36th Street, 11th Floor

New York, NY 10018

Phone: (212) 868-6710

Fax: (2127 268-8653

Phebe Rover, Loan and Investment Officer
Coastal Enterprises, Inc.

Water Street

P.O. Box 268

Wiscasset, ME 04578

Phone: (207) 882-7552

Fax: (207) 882-7308

Wanda James Speight, Director of Lending

Delaware Valiey Community Reinvestment
Fund (DVCRF)

924 Cherry Street, 3rd Floor

Philadelphia, PA 19107

Phone: (215) 925-1130, ext. 211

Fax: (215) 923-4764

E-mail: 74363,1230@compuserve.com

140

127m




w
@
o
put
3
Q
pa
Q
o

Janette Stokley, Child Care Project Manager
The Narional Economic Development
& Law Center (NED&LC)
2201 Broadway, Suite 815
Oakland, CA 94612
Phore: (510) 251-2600
Fax: (510) 251-0600
E-mail: hn0186@handsnet.org

Car! Sussman

Child Care Capital Investment Fund
c/o Sussman & Associates

294 Washington Street, Suite 330
Boston, MA 02108-4608

Phone: (617) 357-8555

Fax: (617) 728-3028

E-mail: hn4774@handsnet.org
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Susan Trusty-Holman, Executive Director
Early Childhood Facilities Fund of New Jersey
65 S. Main Street, Building D

Pennington, NJ 08534

Phone: (609) 730-1070

Fax: (609) 730-1075
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Arkansas
* tunding for child carerearly education 51
* income tax DIOVISions 8, 27, 31, 33
for child care
* investment in prekindergarten 53
and family education
Aspen, Colorado, Dedicated Sales Tax 4, 8, 20-22
Ac-Risk Child Care 1
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99100
100-101
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¢ Chiid Care Scholarship Fund of the 68, 81-82
Marin Community Foundation
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¢ The Children’s Services Fuad: 7, 1819
Proposition J (San Francisco)
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¢ The Model Centers Initiative 68, 83-84
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¢ state dependent care provisions 8, 33-34
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Child Care and Development 1, 50
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Child Cure and Development Fund 1

Child Care Center Starc-up and Health  102-103
and Satery Grane Program (New York)
Child Care Faailinies 106-107

Direct Loan Program (Marviand)
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Child Care Licensing Fees (Virginia) 9, 40-41
Child Care Partnership Act (Florida) 5, 67, 75-76
Child Care Quality 57-58
Improvement Iniciatives (Wisconsin)
Child care resource and
referral services (CCR&R)
¢ Child Care Quality
Improvement Initiatives (Wisconsin)
¢ Dedicatad Sales Tax 4, 8, 20-22
(Aspen, Colorado)
 Enterprise Zone Contributions 37
Tax Credit (Colorado)

§57-58

o Houston Area Network for 67, 74-75
Dependent Services
(Corporate H.A.N.D.S.; Texas)

o Levi Strauss & Company 67, 70-71

Child Care Initiative
o Local Option Sales Tax (Ames, Iowa) 8, 23-24

¢ 1199/Employer Child Care Fund 67, 78
(New York City)
Child Care Scholarship Fund of the 68, 8182
Marin Community Foundation
(Marin County, California)
The Children’s Services Fund: 7, 1819
Proposition J (San Francisco, California)
Children’s Services Special 11-15
Taxing Districts (Florida)
Colorado
o Dedicated Sales Tax (Aspen) 4, 8, 20-22
* Early Childhood/Youth Crime 50, 59-60
Prevention and Intervention
¢ Enterprise Zone Contributions 37
Tax Credit
« funding for child care/early education 51
* income tax provisions for child care 9, 28, 33
« investment in prekindergarten and 53
family education
¢ state lottery 10
e Voluntary Income Tax Checkoft for 8, 25-26
Child Care (Colorado)
Commercial Lender-Public-Sector 111112
Parcnership (District of Columbia)
Community child care initiatives.
See Private sector financing
Community Development Finance Fund  110-111
Linked Deposits (Ohio)
Community Development Financing 108-109
(North Carolina)
Con Agra Child Care Imidatve 27, 67, 6869
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Connecticut * Family Child Care Start-up and 104-105
» funding for child care/early education 51 Health and Safety Grants Program
* income tax provisions for child care 28, 33 (New York)
e investment in prekindergarcen and 53 ¢ The Georgia Lottery for Education 10, 4344

family education ¢ Houston Area Network for 67, 74-75 S
Crime prevention. Dependent Services
See Delinquency prevention (Corporate H.A.N.D.S.; Texas)
¢ “Invest in Children” License Plate 4,9, 42 B

Dedicated Sales Tax (Aspen, Colorado) 4, 8, 20-22
Delaware

* funding for child care/early educarion 51 Miriam and Peter Haas Fund
* income tax provisions for child care 33 (San Francisco, California) |
¢ investment in prekindergarten and 53 ¢ NYSLMCCAC Enrichment Grants 76-77 "
family education Program (New York) ‘
Delinquency prevention » State Loan Guarantee Program 105-106 [
o The Children’s Services Fund: 7, 1819 (Maryland)
Proposition J (San Francisco, California)
e Children's Services Special 11-15 Facility construction/improvement 50, 97-112
Taxing Districts (Florida) ¢ Allegheny County Early Childhood 68, 84-86
e Early Childhood/Youth Crime 50, 59-60 Initiative (Pittsburgh, Pennsylvania) i
Prevention and Intervention {Colorado) « The American Business Collaboration 5, 72-73 :
Dependent care assistance plans (DCAPs) 2 for Quality Dependent Care :
e Con Agra Child Care Initiative 27, 67, 68-69 e Child Care Center Start-up and 102103 l
* described 9, 27 Health and Safety Grant Programs
¢ Federal Dependent Care 9, 27, 3536 (New York) e
Assistance Plan (New York) ¢ Child Care Facilities Direct Loan 106-107 n
Disability insurance programs, Temporary 67, 79-80 Program (Maryland) i
Disability Insurance Coverage for ¢ Child Care Quality Improvement 57-58 ‘
Maternity Leave (New Jersey) Initiatives (Wisconsin) [
District of Columbia e Children's Services Special Taxing 1115
» Commercial Lender-Public-Sector 111112 Districts (Florida) |
Partnership » Commercial Lender-Public-Sector 111-112 i
» income tax provisions for child care 33 Partnership (District of Columbia)
* investment in prekindergarten and 53 e Community Development Finance =~ 110-111
family education Fund Linked Deposits (Ohio)
« Community Development Financing 108-109
The Early Childhood Investment Fund 87, 88-90 (North Carolina)

(New York)

{Massachusetts)
¢ The Model Centers Initiative of the 68, 83-84

e Con Agra Child Care Initiative 27, 67, 6869

Early Childhood/Youth Crime Prevention 50, 58-60 » Enterprise Zone Contributions 37
and Intervention (Colorado) Tax Credit (Colorado)

Enterprise Zone Contributions 37 s Families and Children First (Ohio) 6265
Tax Credit (Colorado) * Family Child Care Start-up and 104105

Equipment and marerials
e The American Business Collaberation 5, 72-73
for Quality Dependent Care
¢ Child Care Facilities Direct Loan
Program (Maryland)

106-107

Health and Safety Grants Program
(New York)
* general obligation bonds (Minnesota) 99-100
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¢ Houston Area Network for
Dependent Services
(Corporate H.A.N.D.S.; Texas)
» Local Option Sales Tax (Ames, lowa) 8, 23-24
¢ The Model Centers Initiative of the 68, 83-84
Miriam and Peter Haas Fund
(San Francisco, California)

67, 74-75

¢ Rochester/Monroe County 4, 87, 9496
Early Childhood Development
Initiative (New York)
¢ Special Child Care Revolving 107-108
Loan Fund (Maryland)
# State Loan Guarantee Program 105-106
(Maryland)
e tax-exempt bonds (Illinois) 100101
Families and Children First (Ohio) 6265
Families and Education Levy 7, 1617

(Seattle, Washington)
Family-based child care programs
* Allegheny County Early Childhood 68, 84-86
Initiative (Pittsburgh, Pennsylvania)
¢ Child and Dependent Care Credit
(Minnesota)
¢ Child and Dependent Care Tax Credit 27, 28-30
e Child Care Licensing Fees (Virginia) 9, 4041
¢ The Children’s Services Fund: 7, 18-19
Proposition J (San Francisco, California)
» Commercial Lender-Public-Sector
Parcnership (District of Columbia)
¢ Family Child Care Start-up and
Health and Safety Grants Program
(New York)
* Federal Dependent Care
Assistance Plan (New York)
¢ 1199/Employer Child Care Fund
(New York City)
Family Child Care Start-up and Health
and Safety Grants Program (New York)
Family education programs.
See Parenticonsumer education
Federal Dependent Care
Assistance Plan (New York)
Federal income tax credits, deductions, 2
and exemptions (personal)

27, 31-32

111112

104-105

9, 27, 3536
67,78

104-105

9, 27, 35-36

¢ Child and Dependent Care 27, 28-30
Tax Credit
¢ described 8, 27
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Federal income tax credits and deductions
(corporate). See Dependent care assistance

plans (DCAPS)

Fees 4042
¢ categories of 9
e Child Care Licensing Fees (Virginia) 9, 40-41
¢ described 7, 9,40
» “Invest in Children” License Plate 4,9, 42

(Massachusetts)

Florida
e Child Care Partnership Act 5, 67, 7576
» Children’s Services Special Taxing 1115

Districts (Tampa and Palm Beach)
o The Florida Public Education Lottery 10, 4547
e funding for child care/early education 51
* investment in prekindergarten and 53
family education

Gambling.
See Losteries
General obligation bonds (Minnesota) 99100
Georgia
* funding for child carefearly education 51
e The Geotgia Lottery for Education 10, 4344
e income tax provisions for child care 33
e investment in prekindergarten and 53
family education
Grants to nonprofit centers 98, 99105
¢ Child Care Center Start-up and 102103
Health and Safety Grant Program
(New York)
e Child Care Center Start-up and 102-103
Healch and Safety Grant Programs
(New York)
o Children'’s Services Special 1115
Taxing Districts (Florida)
¢ Dedicated Sales Tax 4, 8, 20-22
(Aspen, Colorado)
» general obligation bonds (Minnesota) 99-100
» Rochester/Monroe County 4, 87, 94-96
Early Childhood Development
Initiative (New York)
¢ tax-exempt bonds (Illinois) 100-101
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Hawaii

s A+ Program 50, 6566

s funding for child carefearly education 51

 income tax provisions for child care 33

s investment in prekindergarten and 53
family education

Head Start programs 1

« Allegheny County Early Childhood 68, 84-86
Initiative (Pittsburgh, Pennsylvania)

¢ Child Care Quality Improvement 57-58
Initiatives (Wisconsin)

» Children’s Services Special 11415
Taxing Districts (Florida)

» Community Development Finance =~ 110-111
Fund Linked Deposits (Ohio)

¢ Families and Children First (Ohio) 6265

¢ Families and Education Levy 7, 1617

(Seattle, Washington)
o The Florida Public Education Lottery 10, 4547

« general obligation bonds (Minnesota) 99-100

* state investments in 53-54

o See also Prekindergarten programs

Health and safety

* Child Care Center Start-up and 102103
Health and Safety Grant Programs
(New York)

o The Children’s Services Fund: 7, 1819
Proposition J (San Francisco, California)

e Family Child Care Start-up and 104105
Health and Safety Grants Program
(New York)

* NYSLMCCAC Enrichment 76-77

Grants Program (New York)

¢ Smart Start (North Carolina) 50, 87, 91-92

Houston Area Network for 67, 74-75
Dependent Services
(Corporate H.A.N.D.S.; Texas)
Idaho
e funding for child care/early education 51
¢ income tax provisions for child care 33
o state lottery 10
Illinois
e funding for child carefearly education 51
* income tax provisions for child care 33
e investment in prekindergarten and 53
family education
* state lottery 10
* tax-exempt bonds 100-101
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Indiana
e funding for child care/early education 51
e income tax provisions for child care 33

Infant care
e The American Business Collaboration 5, 72-73
for Quality Dependent Care

¢ Levi Strauss & Company 67, 70-71
Child Care Initiative
Information dissemination and referral
programs. See Child care resource and
referral services (CCR&R)
“Invest in Children” License Plate 4,9, 42
{Massachusetts)
Towa
¢ funding for child care/early education 51
e income tax provisions for child care 33
¢ investment in prekindergarten and 53
family educarion
e Local Option Sales Tax (Ames) 8, 23-24
Job-readiness programs
e The Children's Services Fund: 7, 1819

Proposition J (San Francisco, California)

¢ Property Tax Abatement 9, 28, 38-39
(Travis County, Texas)
Kansas
e funding for child care/early education 51
e income tax provisions for child care 33
o state lottery 10
Kentucky
« funding for child care/early education 51
e income tax provisions for child care 33
e investment in prekindergarcen and 53
family education
Latchkey programs.
See After-school programs
Levi Strauss & Company 67, 70-71
Child Care Initiative
Licensing and monitoring 107-108

Speciai Child Care Revolving Loan
Fund (Maryland)

Loan programs 98, 105112

¢ Child Care Facilities Direct 106-107
Loan Program (Maryland)

e Commercial Lender-Public-Sector 111-112

Partnership (District of Columbia)

133m




¢ Community Development Finance =~ 110-111
Fund Linked Deposits (Ohio)
¢ Community Development Financing 108-109

(North Carolina)

¢ Special Child Care Revolving 107-108
Loan Fund (Maryland)
¢ State Loan Guarantee Program 105106
(Maryland)
Local Oprion Sales Tax (Ames, lowa) 8, 23-24
Local property taxes (corporate) 8
¢ described 9, 28
* Property Tax Abatement 9, 28, 38-39
(Travis County, Texas)
Local pre_ .y taxes (personal) 11-19
¢ The Children’s Services Fund: 7, 1819
Proposition J (San Francisco, California)
e Children’s Services Special 11-15

Taxing Districts (Florida)
¢ described 7

* Families and Education Levy 7, 1617

(Seattle, Washington)
Lotteries 7
s described 10, 40

o The Florida Public Education Lottery 10, 45-47

 The Georgia Lottery for Education 10, 43-44
Louisiana
* funding for child care/early education 51
* income tax provisions for child care 8, 33
* investment in prekindergarten and 53
family education
Maine
+ funding for child care/early educarion 51
* income tax provisions for child care 33
* investment in prekindergarten and 83
family education
Maryland
¢ Child Care Facilities 106-107
Direct Loan Program
« funding for child care/early education 51
¢ income tax provisions for child care 33
¢ investment in prekindergarten and 53
family education
* Special Child Care 107-108
Revolving Loan Fund
* State Loan Guarantee Program 105106
* state lottery 10
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Massachusetts
« funding for child carerearly education 51
¢ income tax provisions for child care 34
¢ “Invest in Children” License Plate 4,9, 42
e investment in prekindergarten and 53
family education
o state lottery 10
Maternity leave.
See Minnesota Child and Dependent Care
Credis; Temporary Disability Insurance
Coverage for Maternity Leave (New Jersey)
Michigan
« funding for child care/early education 51
* income tax provisions for child care 34
* investment in prekindergarten and 54
family education
¢ state lottery 10
Migrant preschool education, 10, 4547
The Florida Public Education Lottery
Minnesota
« funding for child care/early education 51
* general obligation bonds 99-100

¢ income tax provisions
for child care

8, 27, 31-32, 34

e investment in prekindergarten and 54
family education
e state lottery 10
Minnesota Child and 27, 31-32
Dependent Care Credit
Mississippi
¢ funding for child care/early education 51
* income tax provisions for child care 34
Missouri
¢ funding for child care/early education 51
e income tax provisions for child care 34
e investmenct in prekindergarten and 54
family education
The Model Centers Initiative of che 68, 83-84
Miriam and Peter Haas Fund
(San Francisco, California)
Montana
e funding for child care/early education 51
 income tax provisions for child care 34
® stace lottery 10
Multicultural training and curricula, 4,9, 42

“Invest in Children” License Plate
(Massachusetts)
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Nebraska

* funding for child carefearly education 51
» income tax provisions for child care 34
Nevada
+ funding for child care/early education 51
New Hampshire
« funding for child care/early education 51
* investment in prekindergarten and 54
family education
* state lettery 10
New Jersey
» funding for child care/early education 51
» income tax provisions for child care 34
» investment in prekindergarten and 54
family education
* state lottery 10
 Temporary Disabiliry Insurance 67, 79-80
Coverage for Maternity Leave
New Mexico
« funding for child care/early education 51
* income tax provisions for child care 34
New York City, 1199/Employer 67, 78
Child Care Fund (New York City)
New York (state)
e Child Care Center Start-up and 102103

Health and Safety Grant Programs
¢ The Early Childhood Investment Fund 87, 88-90

e Family Child Care Srart-up and 104-105
Health and Safety Grants Program

¢ Federal Dependent Care 9, 27, 3536
Assistance Plan

= funding for child care/early education 51

* income tax provisions for child care 34

* investment in prekindergarcen and 54
family education

s NYSLMCCAC Enrichment 7677

Grants Program
« Rochester/Monroe Councy Early 4, 87, 94-96
Childhood Development Initiative

(New York)

e state lottery 10
North Carolina

¢ Communicy Development Financing 108-109

» funding for child care/early education 52

* income tax provisions for child care 34

® Smart Start 50, 87, 91-92

» T.E.A.C.H. Early Childhood 5, 87, 93-94

Project

North Dakota

* funding for child care/early education 52
« income tax provisions for child care 34
NYSLMCCAC Enrichment Grants 76-77
Program (New York)
Ohio
¢ Community Development Finance ~ 110-111
Fund Linked Deposi:s
¢ Families and Children First 62-65
e funding for child care/early education 52
e income tax provisions for child care 34
« investment in prekindergarten and 54
family education
e state lottery 10
Oklahoma
« funding for child care/early education 52
e income tax provisions for child care 34
+ investment in prekindergarten and 54
family education
1199/Employer Child Care Fund 67,78
(New York City)
Oregon
e funing for child carelearly education 52
e income tax provisions for child care 8,34
» investment in prekindergarten and 54
family education
o state lottery 10
Palm Beach, Florida, Children’s Services 1115
Special Taxing Districts
Parental leave.
See Minnesota Child and Dependent Care
Credir; Temporary Disability Insurance
Coverage for Maternity Leave (New Jersey)
Parent/consumer education
o The Children's Services Fund: 7, 1819

Proposition J (San Francisco, California)
¢ The Florida Public Education Lottery 10, 4547

e Houston Area Network for 67, 714-715
Dependent Services
(Corporate H.A.N.D.S.; Texas)

¢ “Invest in Children” License Plate 4,9, 42
(Massachusetts)

¢ Rochester/Monroe County 4, 87, 94-96
Early Childhood Development
Initiative (New York)

o Smart Starc (North Carolina) 50, 87, 91.92

e state investments in 49, 53-54
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Pennsylvania
e Allegheny County Early Childhood 68, 84-86
Initiative (Pittsburgh)
e funding for child carefearly education 52
¢ income tax provisions for child care 34
» investment in prekindergarten and 54
family education
Personal Responsibility and Work 1
Opportunity Reconciliation Act (PRWORA)

Pittsburgh, Pennsylvania, Allegheny 68, 8486
County Early Childhood Iniriative
Prekindergarten programs
¢ Families and Education Levy 7, 1617

(Seattle, Washington)
o The Florida Public Education Lottery 10, 4547
e The Georgia Lottery for Education 10, 43-44
» Prekindergarten Program (Texas) 60-62
* Rochester/Monroe County Early 4, 87, 94-96

Childhood Development Initiative

(New York)

® state investments in 49, 53-54
Preschool programs
® The Children’s Services Fund: 7, 1819

Proposition J (San Francisco, California)

¢ Families and Educartion Levy 1617
(Seattle, Washington)

® The Flotida Public Education Lottery 10, 4547

e Levi Strauss & Company 67, 70-71
Child Care Initiative

e Rochester/Monroe County Early 4, 87, 94-96
Childhood Development Initiative

(New York)
Private sector financing 2, 67-86
~ community child care initiatives 81-86

e Allegheny County Early Childhood 68, 84-86
Initiative (Pictsburgh, Pennsylvania)

# Child Care Scholarship Fund of the 68, 81-82
Marin Community Foundation
(Marin County, California)

¢ The Model Centers Initiative of the 68, 83-84
Miriam and Peter Haas Fund
(San Francisco, California)

— employers and unions 87

o The American Business Ccllaberation 8, 72-73
for Quality Dependent Care

* Child Care Partnership Act
(Florida)

» Con Agra Child Care Initiative 27, 67, 68-69

5, 67, 75-76
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» Houston Area Network for 67, 7475
Dependent Services
(Corporate H.A.N.D.S.; Texas)

¢ Levi Strauss & Company 67, 70-71
Child Care Initiarive

* NYSLMCCAC Enrichment . 76-77
Grants Program (New York)

¢ 1199/Empiloyer Child Care Fund 687, 78
(New York City)

¢ Temporary Disability Insurance 67, 79-80

Coverage for Maternity Leave
(New Jersey)
— See also Public-private partnerships
Professional development and
training programs
* Allegheny County Early Childhood 68, 84-86
Initiative (Pitesburgh, Pennsylvania)
» The American Business Collaboration 8, 72-73
for Quality Dependent Care
¢ Child Care Licensing Fees (Virginia) 9, 40-41

¢ Child Care Quality Improvement 57-58
Initiatives (Wisconsin)

e Children's Services Special 11-15
Taxing Districts (Florida)

* Enterprise Zone Contributions 37
Tax Credit (Colorado)

» Families and Children First (Ohio) 62-65

o Families and Education Levy
(Seattle, Washington)

¢ The Florida Public Education Lottery 10, 4547

¢ Houston Area Network for €7, 7475
Dependent Services
{Corporate H.A.N.D.S.; Texas)

e "Invest in Children” License Plate 4,9, 42
(Massachusetts)

¢ Levi Strauss & Company
Child Care Iniciative

¢ The Model Centers Iniciative of the 68, 83-84
Miriam and Peter Haas Fund
(San Francisco, California)

* NYSLMCCAC Enrichment 76-77
Grants Program (New York)

¢ The T.E.A.C.H. Early Childhood 5, 87, 93-94
Project (North Carolina)

7,16-17

67, 70-71

e Voluntary Income Tax Checkoft 8, 25-26
tor Child Care (Colorado}
Property Tax Abatement 9, 28, 38-39

{Travis County, Texas)
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Property tax exemptions.
See Local property taxes (corporate);
Local property taxes (pevsonal)
Proposition J: The Children’s
Services Fund (San Francisco, California)

7,18-19

Public-private partnerships 2, 87-96

¢ The Early Childhood 87, 88-90
Investment Fund (New York)

¢ Rochester/Monroe County 4, 87, 94-96

Early Childhood Development
Iniciative (New York)
o Smart Start (North Carolina) 50, 87, 91-92
e The T.E.A.C.H. Early Childhood 5, 87, 93-94
Project (North Carolina)

Quality improvement
e Allegheny County Early Childhood 68, 84-86
Initiative (Pitcsburgh, Pennsylvania)
o The American Business Collaboration 8, 72-73
for Quality Dependent Care
¢ Arkansas dependent care credit 8, 27, 31, 33

e Child Care Quality Improvement 57-58
Initiatives (Wisconsin)

e Children's Services Special 11-15
Taxing Districts (Florida)

e Commercial Lender-Public-Sector 111112
Partnership (District of Columbia)

¢ The Early Childhood 87, 88-90

Investment Fund (New York)
¢ Families and Children First (Ohio) 62-65
¢ Families and Education Levy 7, 16-17
{Seattle, Washington)
¢ The Florida Public Education Lottery 10, 4547
¢ Houston Area Network for 67, 7475
Dependent Services
(Corporate H.A.N.D.S,; Texas)
¢ “Invest in Children” License Plate 4,9, 42
(Massachusetts)
e The Model Centers Initiative of the 68, 83-84
Miriam and Peter Haas Fund
(San Francisco, California)

Rochester, New York,
Rochester/Monroe County Early
Childhood Development Initiative

4, 87, 94-96

Sales taxes.
See State and local sales taxes
San Francisco, California
e The Children's Services Fund:
Proposition J (San Francisco)
e The Model Centers Initiative of the 68, 83-84
Miriam and Peter Haas Fund
Scholarships for teachers
e Child Care Licensing Fees (Virginia) 9, 40-41
e The Georgia Lottery for Education 10, 4344
o Houston Area Network for 67, 74-75
Dependent Services
(Corporate H.A.N.D.S.; Texas)
o Rochestet/Monroe County Early 4, 87, 84-96
Childhood Development Initiative
(New York)
e The T.E.A.C.H. Early Childhood 8, 87, 93-94
Project (North Carolina)
School-age child care.
See After-school programs; Summer programs
Seattle, Washington, Families and
Education Levy (Seattle, Washington)

7, 1819

7, 16-17

Smart Start (North Carolina) 50, 87, 91-92
South Carolina
» funding for child care/early education 52
* income tax provisions for child care 34
o investment in prekindergarten and 54

family education

South Dakota
s funding for child care/early education 52
e state lottery 10

Special Child Care Revolving Loan Fund 107-108
(Maryland)

Special taxing districts, Florida

Staff development and training.
See Professional development and

training programs

7, 1116

¢ Voluntary Income Tax Checkoff 8, 2526 Start-up assistance
for Child Care (Colorado) e The American Business Collaboration 8, 72-73
for Quality Dependent Care
Rhode Island » Child Care Center Start-up and 102-103
* funding for child care/early education 52 Health and Safety Grant Programs
* income tax provisions for child care 34 (New York)
* investment in prekindergarten and 54 e Child Care Facilities Direct Loan 106-1n7
family education Program (Maryland)
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¢ Child Care Quality Improvement 57-58
Initiatives (Wisconsin)
* Commercial Lender-Public-Sector
Partnership (District of Columbia)
 Con Agra Child Care Initiative 27, 67, €8-69
¢ Early Childhood/Youth Crime 50, 59-60
Prevention ar.d Intervention (Colorado)
¢ Families and Childten First (Ohio) 62-65
* Family Child Care Start-up and 104-105
Health and Safety Grants Program
(New York)
* general obligation bonds (Minnesota) 99-100
¢ The Model Centers Initiative of the 68, 83-84
Miriam and Peter Haas Fund
(San Francisco, California)

111-112

¢ State Loan Guarantee Program 105-106
{Maryland)
e tax-exempt bonds (Illinois) 100-101
State and local sales taxes 20-24
¢ Dedicated Sales Tax 4, 8, 20-22
(Aspen, Colorado)
o described 7-8, 20

* Local Option Sales Tax (Ames, lowa) 8, 23-24
State income tax checkoffs 8, 25-26
* described 8, 25
» Voluntary Income Tax Checkoff for 8, 25-26
Child Care (Colorado)
State income tax credits, deductions,
and exemptions (personal)
¢ chart 33-34
e Child and Dependent Care Credic 27, 31-32
(Minnesota)
* described 8, 27
State income tax credits and
deductions (corporate)

« described 28
* Enterprise Zone Contriburtioas
Tax Credit (Colorado) 37

State Loan Guarantee Program (Maryland) ~ 105-106
Subsidies for children
o Child Care Partnership Act
(Florida)
e Child Care Scholarship Fund of the 68, 81-82
Marin Community Foundation

5, 67, 75-76

{Marin County, California)

# Children’s Services Special 1115
Taxing Districts (Florida)

e Con Agra Child Care initiative 27, 67, 68-69
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¢ Dedicated Sales Tax
(Aspen, Colorado)

* Enterprise Zone Contributions 37
Tax Credir (Colorado)

4, 8, 20-22

¢ Families and Education Levy 7,1617
(Seattle, Washingron)

¢ Levi Strauss & Company 67, 70-71
Child Care Initiative

» 1199/Employer Child Care Fund 67,78
{New York City)

¢ Property Tax Abatement 9, 28, 38-39

(Travis County, Texas)

e Rochester/Monroe County Early 4, 87, 94-96
Childhood Development Initiative
(New York)

e Smart Start (North Carolina) 50, 87, 91-92

¢ Wisconsin Works (W-2) 50, 55-56
Summer programs
¢ The Children's Services Fund: 7, 1819

Proposition J (San Francisco, California)
e Children’s Services Special 1115
Taxing Districts (Florida)

¢ Houston Area Network for &7, 7475
Dependent Services
(Corporate H.A.N.D.S.; Texas)

o Levi Strauss & Company 67, 70-71

Child Care Initiative
* 1199/Employer Child Care Fund 67, 78
(New York City)

Tampa, Florida, Children’s Services 1115
Special Taxing Districts
Tax-exempt bonds (Illinois) 100101
T.E.A.C.H. Early Childhood Project 5, 87, 93-94
{North Carolina)
Teacher training programs.
See Professional development
and training programs
Technical assistance programs
o Allegheny County Early Childhood 68, 84-86
Initiative (Pittsburgh, Pennsylvania)
¢ Child Care Quality Improvement 57-58
Initiatives (Wisconsin)
» Commercial Lender-Public-Sector 111112
Partnership (District of Columbia)
o Community Development Financing 108109
(North Carolina)
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» The Early Childhood Investment Fund 87, 88-80
(New York)
s “Invest in Children” License Plate
(Massachusetts)
Temporary Disability Insurance Coverage 67, 79-80
for Maternicy Leave (New Jersey)

4,9, 42

Tennessee, funding for child care: 52
early education

Texas
¢ funding for child care/early education 52

» Houston Area Network for
Depena.ut Services
(Corporate H.AN.D.S.; Texas)

e investment in prekindergarten and 54
family education,

¢ Prekindergarten Program

* Property Tax Abatement
(Travis County)

Transitional Child Care 1
Tuition assistance.
See Subsidies for children

67, 74-15

60-62
9, 28, 3839

Utah
* funding for child care/early education 52
e income tax provisions for child care 33
Vermont
» funding for child care/early education 52
* income tax provisions for child care 34
« investment in prekindergarten and 54
family education
Virginia
¢ Child Care Licensing Fees 9, 4041
* funding for child care/early education 52
e income tax provisions for child care 34
Voluntary Income Tax Checkoff for 8, 2526
Child Care (Colorado)
Vouchers.
See Subsidies for children

Washingron
¢ Families and Education Levy (Seattle) 7, 16-17
» funding for child care/early education 52
e investment in prekindergarten and 54

family education
West Virginia

¢ funding for child care/early education 52

¢ income tax provisions for child care 34

e investment in prekindergarten and 54
family education

* state lottery 10

Wisconsin

¢ Child Care Quality §7-58
Improvement Initiatives

¢ funding for child care/early education 52

* income tax provisions for child care 34

» investment in prekindergarten and 54
family education

¢ Wisconsin Works (W-2) 50, 55-56

Wyoming, funding for child care/ 52
early education

Youth crime prevention.
See Delinquency prevention

Youth services (general), 1199/Employer
Child Care Fund (New York City)

67, 78
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