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apartment for my daughter and myself and I drive a ten-year-old car because I can-
not afford a newer one. I work very hard to provide a safe and stable environment
for myself and my child while struggling to work and go to college.

I strongly believe in the importance of consistency within my daughter’s environ-
ment in order to provide her with a sense of security and love. To this end, I have
struggled to keep my child with the same child care provider for the majority of her
short life. The obstacles to fulfilling this goal include, but are not limited to, chang-
ing jobs in order to meet my provider’s new hours.

Now I am confronted with a new obstacle for which there seems to be no way
around. You see, as a single mother, I make only enough to pay my bills and live
a very modest lifestyle. My annual income is $13,500 per year, and that includes
my Food Stamp benefit. As I said, I am a hard worker and I go work every day.
Until recently, I received Transitional Child Care assistance through Okaloosa-Wal-
ton Child Care Services, which helped pay my child care fees. However, my Transi-
tional Child Care benefit ended on March 1 of this year. My income still places me
well within Florida’s eligibility level for child care assistance and I still qualify for
help paying for my child care expenses.

However, due to a lack of funds in Florida this year, my daughter and I have been
placed on a waiting list for child care help, along with 358 other families in
Okaloosa and Walton counties, and over 37,000 other families in the state.

Now I am left with the dilemma of no help with my child care costs. I cannot af-
ford to pay full child care fees so that I can work, as my weekly child care expenses
total over 42% of my weekly take-home pay. I could, of course, quit working and
return to welfare, but I choose to work hard so that I can teach my child the impor-
tance of self-sufficiency. I am not asking to be supported by the government, but
isn’t the concept of the Transitional Child Care program and others like it to pro-
mote self-sufficiency for working parents who are willing and able to work, but even
with doing so remain below the poverty line? I have been told by many agencies
that the only way I can obtain assistance with my child care expenses is to quit
my job and apply for cash assistance. Please tell me what message our government
is sending to parents like me when the only way I can support my self and my child
is to quit my job.

I know that I am not the only parent with this dilemma. According to Okaloosa-
Walton Child Care Services, there are dozens of other families in these countries
alone who are in my very same situation, and more working parents are being
turned away every day. As a productive citizen and taxpayer, I think it is my re-
sponsibility and right to be heard much more clearly. Please step forward for par-
ents like me. Show us that we are not wrong for wanting to work and teach our
children the importance of self-sufficiency. Help us by approving significant new
funding for the Child Care and Development Block Grant so that we don’t have to
choose between quality care for our children and our jobs.

PREPARED STATEMENT OF MARK H. GREENBERG

Mr. Chairmen and Members of the Subcommittees:
Thank you for inviting me to testify. I am a Senior Staff Attorney at the Center

for Law and Social Policy (CLASP). CLASP is a nonprofit organization engaged in
research, analysis, technical assistance and advocacy on a range of issues affecting
low-income families. Since 1996, we have closely followed research and data relating
to implementation of the child care provisions of the Personal Responsibility and
Work Opportunity Reconciliation Act.1

Today’s hearing focuses on the role of child care in helping families enter and sus-
tain employment, on the experience of States in operating child care subsidy pro-
grams in recent years, and on issues and challenges as Congress faces reauthoriza-
tion of the Child Care and Development Block Grant and the Temporary Assistance
for Needy Families Block Grant. In my testimony, I make the following principal
points:

• Child care plays a crucial role in helping families enter and maintain employ-
ment and be more productive by ensuring the safety and well-being of children
while parents work. At the same time, child care is often the principal early
education program for young children.

• For low-income families, there are two principal sources of federal child care as-
sistance: the Child Care and Development Block Grant (CCDBG) and the Tem-
porary Assistance for Needy Families Block Grant (TANF). Since 1996, com-
bined federal and state funding for child care under CCDBG and TANF has
more than doubled. Most of the growth in spending has been attributable to fed-
eral funds, and the majority of those funds became available through TANF as
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state welfare caseloads fell. However, for a number of reasons, TANF is not
likely to be a growing source of child care funding in the next five years.

• Increased funding since 1996 made it possible for many States to increase num-
bers of children served, raise eligibility levels, reduce parental copayment re-
quirements, raise provider rates, and expand initiatives to improve the quality
of care. While these developments are notable, States still must make difficult
trade-offs, mostly due to limited resources. Most eligible children do not receive
child care subsidy assistance, most States set eligibility well below the allow-
able limits of federal law, copayments are often higher than desirable, and rates
are often insufficient to ensure access to a broad range of care. Efforts to pro-
mote early learning in child care environments are often not statewide in scale.
Moreover, the economic downturn has meant that a number of States are facing
budget shortfalls that jeopardize some of the progress that has been made.

• The Administration’s recently proposed welfare plan would substantially in-
crease welfare work-related requirements, but provides for no additional TANF
or CCDBG funding. As Congress reviews the plan, it will be important to en-
sure that adequate child care resources are provided to address the increased
needs associated with increased work requirements. At the same time, the focus
in reauthorization should not be limited to providing the child care needed to
meet welfare work requirements. A critical part of state progress in recent years
has involved extending child care to low-income working families outside the
welfare system, and reauthorization should also seek to address the significant
unmet needs of low-earning working families.

Background: The importance of child care in promoting work and child development
Child care plays a number of related and important roles in helping families, chil-

dren, and the nation’s economy.
Child care helps parents at all income levels enter and maintain employment. The

increased availability of child care has been linked to an increased likelihood that
single mothers will be employed.2 When members of the Welfare to Work Partner-
ship were asked in a poll about what they would do the most to improve job reten-
tion among welfare recipients, child care was at the top of the list. According to the
Welfare to Work Partnership, the provision of child care benefits by employers in-
creases retention, decreases absenteeism and improves productivity.3

Child care has become particularly important in light of the dramatic increase in
employment among low-income single mothers in recent years. In announcing its
welfare reform proposal, the Administration reported that after a decade in which
the annual employment rate for single mothers hovered around 58%, the rate had
increased every year through 2000, and reached over 73% of mothers heading fami-
lies in 2000. Moreover, employment rates for never-married mothers increased from
under 46% in 1995 to nearly 66% in 2000, an increase of over 40% in just five years.
The Administration observed: ‘‘These employment increases by single mothers and
former welfare mothers are unprecedented. By 2000, the percentage of single moth-
ers with a job reached an all-time high.’’4

While employment for low-income parents has surged, much of that employment
has been in low-wage jobs. According to data from the National Survey of America’s
Families (NSAF), median wages for recent welfare leavers in 1999 were $7.15 an
hour.5 State studies typically report wages in that range. A CLASP review of more
than 30 recent leavers studies found that median wages ranged from $6.00 to $8.47
an hour, with most States showing median quarterly earnings of $2,000 to $2,500.6
At the same time, earlier analysis of NSAF data found that median wages of welfare
leavers were actually somewhat higher than those of other low-income mothers who
did not have a recent connection to the welfare system,7 which suggests the impor-
tance of child care to low-income families who are not current or recent welfare re-
cipients.

Child care subsidies can make a substantial contribution to a family’s financial
wellbeing. Child care costs can be high for all families, but represent a larger share
of income for low-income working families. The Census Bureau reports that in 1995,
families with employed mothers and children under 5 had child care costs averaging
$85 per week, which would translate to $4,420 per year.8 Costs are usually higher
for families living in urban areas, or those with infants or toddlers; one survey
found that the annual costs of center-based infant care in urban areas ranged from
about $3,600 to just under $13,000 in 2000.9 Research based on the NSAF found
that families earning less than 200% of the federal poverty level with child care
costs were paying an average of 16% of earnings for child care, compared with 6%
for higher-earning families with child care costs.10

Child care can also promote better child outcomes. Since 1996, the body of re-
search linking high quality early education to improved child outcomes, especially

VerDate 11-MAY-2000 14:22 Jan 28, 2003 Jkt 000000 PO 00000 Frm 00047 Fmt 6601 Sfmt 6621 82101.000 SFINANC2 PsN: SFINANC2



44

for disadvantaged children, has grown. Studies have found a connection between the
quality of early education experiences and later outcomes, including cognitive meas-
ures and educational attainment.11 Furthermore, the National Academy of Sciences
(NAS) conducted a review of the literature and concluded that findings consistently
point to the role of high quality interventions and early educational experiences in
improving early learning, language skills, and achievement in school, as well as im-
proved social and emotional development.12

At a time of increased national concern about how to promote school readiness,
the role of child care is particularly important, because most preschool children
spend a significant number of hours each week in nonparental arrangements. NSAF
researchers found that in 1997, 76% of preschool children with employed mothers
were cared for in non-parental arrangements. About 41% of preschool children of
employed mothers were in full-time care (defined as 35 hours or more), and the pro-
portion increased to 52% among those children with mothers employed full-time.
Very young children spend significant amounts of time in full-time care as well: 39%
of children under three according to NSAF.13 Higher-income families are more likely
to place their children in center-based, formal child care arrangements. Data from
2000 released by the Census Bureau indicate that 61% of three- and four-year-old
children in families with incomes of $40,000 and above were in center-based ar-
rangements (Head Start, child care centers, nursery schools), compared to only 46%
of children in lower income families.14

The need for child care does not cease when children attend school, especially for
working families. Among school-age children, NSAF data for 1997 found that 55%
of six to nine year olds with employed mothers had a supervised setting (including
center and family care) as their primary child care arrangement in addition to
school, although 10% of this age group spent some time in self-care while their par-
ents worked. Among ten to twelve year old children, 24% do not spend much time
in formal settings, and instead care for themselves as their primary arrangement.
This is of some concern, given that children in better quality, supervised arrange-
ments may be less likely to engage in risky behaviors, and more likely to have im-
proved academic and social outcomes.15

Child Care Funding: The role of the Child Care and Development Block Grant and
the Temporary Assistance for Needy Families Block Grant

While various federal programs provide limited amounts of child care funding,
most federal low-income child care funding comes from two sources: the Child Care
and Development Block Grant (CCDBG) and the Temporary Assistance for Needy
Families Block Grant (TANF).16 In FY 2000, approximately $9 billion in federal and
state child care funding came from these two sources.17

CCDBG provides States with funds through several different funding streams.
Generally, each state qualifies each year for a specified amount of discretionary
funds and an additional amount of mandatory funds (sometimes referred to as guar-
anteed funds). In addition, if a state meets a maintenance of effort requirement (es-
sentially reflecting the level of state spending under a set of child care programs
that existed before the 1996 welfare law), the state can receive additional federal
matching funds, subject to state match. Overall, in FY 2002, the federal government
made available to States $2.1 billion in discretionary funds and $2.7 billion in man-
datory and matching fiends. States, in turn, needed to spend $888 million to meet
CCDBG maintenance of effort requirements, and would have needed to spend $1.1
to draw down all available matching funds.

States use their CCDBG fiends to provide child care services for low-income fami-
lies and for quality initiatives that may benefit all families. The federal income eligi-
bility limit is 85% of State Median Income (SMI), but States are free to set lower
eligibility limits. States must spend at least 4% of their CCDBG funds for quality
initiatives, but have broad discretion in determining how to use those funds. The
federal government requires that States establish minimum health and safety
standards for use of CCDBG funds. The federal law requires that state CCDBG pro-
grams ensure that families receiving subsidies have ‘‘equal access’’ to care com-
parable to that available to families with incomes above the CCDBG eligibility lev-
els. Otherwise, however, States have broad discretion in determining payment rates
to eligible providers, copayment requirements for families, licensing and regulatory
standards, consumer education requirements, and other dimensions of state sys-
tems.

The other principal source of child care funding has emerged from the TANF
structure. In 1996, Congress provided States with TANF block grants, set to remain
essentially constant through 2002, at a level approximately reflecting federal wel-
fare spending levels from the early 1990s. TANF block grant levels for the nation
were set at $16.5 billion. In return for receiving a TANF block grant, each state is
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required to meet an annual ‘‘maintenance of effort’’ level, requiring state spending
for low income benefits and services to be preserved at a level approximately reflect-
ing 75%–80% of what the state was spending for welfare-related programs in 1994.

States can use TANF federal funds for child care in two principal ways. First,
States may transfer up to 30% of their TANF funds to CCDBG each year. Second
States may use TANF funds in any way ‘‘reasonably calculated’’ to accomplish the
purposes of the law, including ‘‘direct’’ spending for child care. In addition, States
may transfer TANF funds to the Social Services Block Grant (SSBG) or Title XX,
subject to certain limits on transferability, and some States use SSBG funds to pay
for child care costs. And, a state may count certain state expenditures for child care
toward meeting the state’s TANF maintenance of effort requirement.

Since 1996, there has been a historically unprecedented decline in welfare case-
loads, and with that decline, States were able to redirect TANF block grant funds
to benefits and services other than cash assistance. By FY 2000, only 43% of TANF
and MOE funds were being used for cash assistance.18 States used freed-up TANF
funds for a broad range of work and family supports, but the single biggest redirec-
tion of TANF funds was to child care. The commitment of TANF funds to child care
grew from $189 million in 1997 to $3.9 billion in 2000. In 2000, States transferred
$2.4 billion in TANF funds to CCDBG, and directly spent an additional $1.5 billion
in TANF funds for child care. This additional funding allowed States to increase
numbers of families helped, raise eligibility levels, lower copayments, raise provider
payment rates, and enhance collaboration and coordination with other early care
and education initiatives. Although state CCDDBG administrators appreciate the
flexibility to use TANF funds, some also express concerns that state decision-mak-
ers’ redirection of TANF to child care may vary year-to-year, making it difficult to
conduct long-run state child care policy planning.19

Overall, the combination of increased CCDBG funds and redirected TANF funds
has allowed States to make a remarkable transformation in their approaches to
helping low-income families and supporting low-earning working families. In 1994,
the nation spent $22.8 billion for cash assistance (under the Aid to Families with
Dependent Children Program) and about $2.7 billion for child care. By 2000, spend-
ing for cash assistance had fallen to $11.6 billion, while spending for child care from
CCDBG and TANF grew to $9.4 billion. Even this somewhat understates the mag-
nitude of the shift: by 2000, spending for child care exceeded spending for cash as-
sistance in thirty-three States. See Appendix to this testimony for state-by-state
data.

On one hand, the decline in cash assistance spending made it possible for States
to increase child care spending. However, the increased availability of child care
played a critical role in making it possible for families to get and keep jobs, so that
they could leave welfare or never need to enter the welfare system. The TANF case-
load decline is a function of both families leaving welfare and families never enter-
ing the welfare system. The fact that states were able to broaden the availability
of child care for low-income working families played a crucial role in helping to in-
crease employment and reduce the need for welfare.

In looking at this expanded structure of supports, it is important to appreciate
two key facts: first, at least 70% of the spending growth since 1996 is attributable
to federal funds;20 second, the single biggest factor in accounting for the growth
since 1996 was the availability of TANF funds as welfare caseloads declined; as dis-
cussed subsequently, states are not likely to be able to rely on steadily increasing
freed-up TANF funds in coming years.
The experience since 1996: Progress, but significant unmet needs

What has the additional funding since 1996 meant for families? Increased federal
funding made it possible for states to increase numbers of children served, and for
many states to reduce parental copayment requirements, raise provider rates, and
expand initiatives to address child care quality. While these developments are nota-
ble, it remains true that most eligible children do not receive child care subsidy as-
sistance, copayments are often higher than desirable, rates are often insufficient to
ensure access to a broad range of care, and quality initiatives often only reach a
small share of providers and families.

CLASP has recently worked with organizations in five states—Illinois, Iowa,
Maine, Texas, and Washington—to gain additional insight into the experiences of
families and child care systems in those states. The findings are contained in five
state reports and an overview and synthesis written by CLASP.21 The discussion
in this section draws from both national data and the experiences of the five states.

For the nation, between 1996 and 1999, the average monthly number of children
receiving CCDBG-funded child care subsidies grew from 1 million to 1.8 million.22

In many respects, this reflects a dramatic expansion in the number of families and
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children receiving help. However, the number of federally-eligible families also grew
over this period, for a number of reasons. First, the welfare caseload dropped by 1.8
million families from 1996 to 1999, and studies consistently find that the majority
of leavers are employed, typically in low-wage jobs.23 Second, the share of families
working or participating in work-related activities while receiving TANF assistance
also grew significantly; by FY 1999, nearly 900,000 adults receiving assistance were
employed or engaged in work-related activities. Third, there was a large increase
in labor force participation by low-income single parents, which may include families
not previously connected to the welfare system; between 1996 and 1999, the number
of employed single mothers grew from 1.8 million to 2.7 million.24

Unfortunately, available federal data does not indicate the share of subsidy recipi-
ents who are TANF recipients, so it is not currently possible to tell how much of
the growth in participation involved low-earning families outside the welfare sys-
tem. A seventeen state study by Abt Associates and the National Center for Chil-
dren in Poverty is suggestive: it found that in 1997, TANF children represented 41%
or more of those receiving subsidy assistance in 5 of 13 states; by 1999, TANF chil-
dren represented 41 % or more of those receiving subsidy assistance in 3 of 15
states. In 1997, TANF children represented 20% or less of those receiving subsidies
in only one of 13 states; by 1999, TANF children represented 20% or less of those
receiving subsidies in 4 of 15 states.25 This strongly suggests that much of the
growth in subsidy participation involved families who had left or had no connection
with the TANF system.

Despite the progress in increasing the numbers of families receiving help, most
potentially eligible families do not receive child care assistance. HHS has estimated
that in FY 1999, there were 14.75 million children meeting federal CCDBG eligi-
bility guidelines. Thus, the 1.8 million children receiving CCDBG-funded subsidies
constituted only 12% of potentially eligible children in FY 1999. Note that the 12%
figure does not include families receiving subsidy help from other funding sources,
though it seems clear that the vast majority of subsidy assistance did occur through
CCDBG (including TANF transfers).26 In light of further funding increases since
that time, the share of eligible children receiving subsidy assistance is probably
somewhat higher today,27 but not enough to change the basic conclusion that most
eligible families are not receiving subsidy assistance. Based on current data from
four of the five states studied in CLASP’s report, we estimate that the percentage
of federally eligible children served in four states in 2001, from all funding sources,
ranged from 8% (in Iowa and Texas) to 28% (in Illinois). Washington State was at
26% and data was not available for Maine.28

Most states have raised child care income eligibility levels since 1995, but in 2000,
only three states set their income eligibility statewide at 85% of State Median In-
come.29 The median state’s income eligibility threshold for a family of three in 2000
was $25,680, up from $20,436 in 1995. These figures represent an increase from
162% to 181% of the federal poverty level of 1995 and 2000. However, the 1995 and
2000 dollar figures represent a slight decline as compared to SMI, from 58% to 57%
respectively.30

Setting lower eligibility limits can help states target resources and reach more
families. However, one consequence of setting low eligibility limits is ‘‘the cliff effect’’
when a family reaches the eligibility limit through a small increase in earnings, but
does not have sufficient wages to afford the full cost of care without a subsidy. Fam-
ilies must then choose whether to continue their child care arrangement, potentially
bearing large out-of-pocket expenditures, or move their child into less expensive
care. One Illinois parent told her story to the Day Care Action Council of Illinois:

I got an increase in pay of $20 a week and (went) from $250 a month in child
care to $800 a month for child care. It put me over the limit. The income part
was not enough to match the child care part and it was like ‘‘sorry, you make
too much money.’’ I went to my employer and said 1 don’t want a raise. I need
my pay reduced. He was like, ‘‘are you nuts?’’31

Similarly, the study of Iowa’s child care system found that when an Iowa family
of two is receiving a child care subsidy and the family’s income increases from
$15,000 to $20,000, the family’s disposable income only increases by $34, principally
because the family loses eligibility for the subsidy.32

States may also allocate limited resources by establishing waiting lists. The Chil-
dren’s Defense Fund reports that as of December 2001, over one-third of states ei-
ther operate with waiting lists or have frozen child care intake. Among the five
states we reviewed, Texas currently has a waiting list of approximately 38,000 chil-
dren; Maine’s waiting list is approximately 2,000 families.

The fact that a state does not have a waiting list does not mean that need is being
fully met. Often, states do little or no outreach in administering their child care sub-
sidy programs, because they recognize that it would be counterproductive to engage
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in outreach when they would be unable to respond to additional need. None of the
five states profiled in the CLASP et al., study were doing systematic outreach to
inform low-income families that they are eligible for child care services.

States also allocate limited resources through their copayment policies, i.e., the
share of child care costs that participating families are required to pay. HHS has
recommended that child care copayments should not exceed 10% of family income.
(Non-poor families pay, on average, 7% of their income for child care.33) In 2000,
almost all states met the 10% standard for a family of three with income at the fed-
eral poverty level, but at 150% of poverty, families of three were ineligible for sub-
sidy assistance in seven states, and copayments in excess of 10% were assessed in
an additional seven states.34 Moreover, states with low copayments for lowest-in-
come families may rapidly escalate copayments as family income increases. For ex-
ample, in Washington State, if a family’s pre-tax income increases from $17,500 to
$20,500 per year, the family’s annual copayment increases by approximately $1,320
(or 44% of the pre-tax pay increase).35

Another key dimension of state child care subsidy systems is the payment rate
structure: Does the state set payment rates to providers at levels sufficient to pur-
chase a broad range of care in the local market? HHS has recommended that states
set payment rates sufficient to allow families to purchase care at the 75th percentile
of the local market, i.e., a rate sufficient to purchase care from 75% of local pro-
viders. A Children’s Defense Fund analysis found that in 2000, twenty-four states
did not meet the federally recommended standard, and that it was not clear whether
states were closer to meeting the standard in 2000 than in 1995.36 In our review
of five states, four did not meet the recommended standard: most notably, in Chi-
cago, providers of center-based care for preschoolers were being paid at a rate re-
flecting the 18th percentile, i.e., lower than the ordinary charges of 82% of pro-
viders.37

Finally, there is little available information about the quality of care for families
receiving federally-subsidized care. Federal data indicate that in 1999, 56% of chil-
dren receiving subsidies were in child care centers (with 31 % in family homes, 10%
in the child’s own home, and 3% in group home settings), and that 71% of children
were in settings that were licensed or regulated under state law.38 However, this
information, in itself, provides little insight as to the quality of care for families.

Increased child care funding since 1996 has provided additional resources for
state quality initiatives, although current efforts are limited in scope.39 States are
required to spend at least 4% of CCDBG funds for quality initiatives, and trans-
ferred TANF funds also became part of the funds to which the 4% requirement ap-
plied. States have devoted resources to quality initiatives, and have begun many
promising initiatives to improve the quality of child care. All five of the states
profiled in CLASP’s five state study have invested in strategies designed to better
pay, educate, train, and support child care providers; protect the health of children;
and support early education opportunities. These initiatives include:

• Collaboration between Head Start and prekindergarten programs and the child
care subsidy system;

• Provision of funding for child care resource and referral agencies to help par-
ents find and evaluate child care settings to determine if these settings meet
their needs and those of their children and to provide technical assistance and
supports to providers to enhance their service quality;

• Scholarship and wage enhancement programs, such as T.E.A.C.H. (Teacher
Education and Compensation Helps) Early Childhood , which provides scholar-
ships for college or travel to child care teachers who, if they stay with their
child care providers for a year after using the scholarship, receive a wage in-
crease or bonus;

• Provider training initiatives; and
• The creation of linkages with the health care system to provide health consulta-

tions for providers and link children with health insurance programs.
Despite promising programs, state quality initiatives to date are often small in

scale, typically only reaching a portion of children and child care providers.40

Notwithstanding the limits in state subsidy programs, provision of a subsidy can
make a major difference in the lives and well-being of parents and children. In a
2000 survey, Maine parents were asked to describe the effects of receiving a child
care subsidy:41

• ‘‘[This voucher] allowed me to come off welfare. I want to work but could not
afford child care.’’

• ‘‘I can now afford quality child care and not worry about my child being put
in jeopardy.’’

• ‘‘[Now] my child only has to go to one provider. I’m not always looking for some-
one to watch him.’’
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• ‘‘I don’t have to leave my children alone after school now.’’
• ‘‘My 13 year-old does not have to be responsible for watching his brother and

sister.’’
• ‘‘I feel my children are safer now that they are cared for in licensed child care.

Impact of Recent Economic Downturn
While this testimony has emphasized the growth in child care funding since 1996,

child care investments in many states could be threatened by deteriorating economic
conditions and TANF caseload increases. In January, 2002, according to a National
Conference of State Legislatures survey, 45 states and the District of Columbia re-
ported that their revenues were below levels forecast at the beginning of the fiscal
year, while 28 states and the District reported that spending was above forecasted
levels.42 And between March 2001 and September 2001, TANF caseloads increased
in 32 states. (The overall national caseload remained flat over that period, but in
a block grant structure, the fact that caseloads were continuing to fall in California
does not provide fiscal relief to other states with rising caseloads).

The economic downturn has potentially significant impacts for state child care
programs. A dramatic example is provided by Illinois, a state that has made historic
investments in child care in order to guarantee services to all income eligible fami-
lies (those with income less than $24,243). In response to a shortage in state reve-
nues, Governor Ryan has proposed, in his FY 2003 budget, to raise copayments, de-
crease income eligibility levels and cut investments in early childhood programs.43

And, in Washington State, Governor Locke, in light of state budget pressures and
increasing TANF caseloads, has shifted TANF funds from child care to cash assist-
ance, which will result in lower income eligibility levels, higher copayments and de-
creased supply and quality investments.44

Potential Child Care Implications of the Administration’s Welfare Proposal
The Administration’s recently-announced welfare reauthorization proposal would

significantly revise work and participation requirements for families receiving
TANF assistance, while providing no additional funding for TANF or CCDBG. In
FY 2000, states report having attained participation rates (for the share of TANF
families engaged in a set of specified activities for a specified number of hours a
week) averaging 34%. Under the Administration’s plan, the required participation
rate would be calculated differently from current law in a number of ways, but
would rise to 70% by 2007. Among the changes, hourly requirements to count to-
ward participation rates would be substantially increased. Under current law, single
parents with children under age 6, who comprise half or more of TANF families,
count toward participation rates by being engaged in activities for 20 hours a week,
and other families count by meeting a 30-hour requirement. Under the Administra-
tion’s proposal, individuals would be required to be engaged in activities for at least
40 hours a week in order to fully count toward participation rates. Thus, many fami-
lies currently counting toward participation rates would fall short of meeting the 40-
hour requirement, and the additional families needed to meet participation rates
would need to meet the 40-hour requirement to fully count.

While there may be much discussion about the pros and cons of many aspects of
the Administration’s proposal,45 it does seem clear that the proposal would have sig-
nificant child care implications. In part, this would happen because more families
would need to be engaged in activities to count toward participation rates. But, also,
the increased hourly requirements would increase the likelihood that participating
families would need care,46 and increase the likelihood that those needing care
would need full-time care. In FY 2000, adults with any hours of reported activity
averaged 29 hours of participation per week. So, for example, for parents with
school-age children, a 40-hour requirement would mean that parents would either
need child care or need to leave school-aged children alone for significant numbers
of hours each week.

It is difficult to estimate the magnitude of the likely child care costs of the pro-
posal because it is hard to determine how many additional families would need to
be engaged in activities for 40 hours a week, or what the additional child care costs
would be for families currently engaged in activities for less than 40 hours. How-
ever, national data indicate that 52% of employed single parent families at all in-
come levels and with children under age 13 pay for child care; 52% of families with
children under age 13 and working full-time pay for child care (compared to 38%
of parents who work part-time); and 50% of employed single parents with incomes
under 200% of poverty pay for child care.47 These figures all suggest that the need
for paid child care would be substantial for the additional participants under the
Administration’s plan.
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The fact that a proposal has cost implications is not, in itself, an argument
against the proposal, and it will be important to focus on the merits of the proposal
itself. However, it will also be important to make a fair assessment of likely costs,
and ensure that they are adequately addressed in any Congressional action.

In particular, it has been suggested that there would not be a need for additional
funding because there is ‘‘enough’’ available funding between current-level TANF
and CCDBG grants. This seems wrong. By 2001, annual state TANF spending was
already exceeding the levels of state block grants by $2 billion—as states spent
TANF reserves, total state spending in FY 2001 was $18.6 billion, compared to basic
block grant levels of $16.5 billion. To date, no one has suggested that states are im-
properly spending these funds and that there are obvious areas in which states
should be cutting current spending. Thus, the only way to increase TANF child care
spending would be by cutting current spending for other programs and activities.
States were able to redirect TANF funds to child care while TANF assistance case-
loads were falling, but caseloads are now rising in most states, and there would be
no basis for assuming that with caseloads far below 1996 levels, states could be ex-
pected to generate large and rapid additional caseload declines. Moreover, the only
way in which states could redirect CCDBG funds to meet new TANF work require-
ments would be by cutting existing levels of assistance for low-income working fami-
lies outside of the welfare system. States and many observers would view such an
approach as extraordinarily counter-productive. The essence of state strategies in re-
cent years has been to build a structure of supports for low-income working families
outside of the welfare system so that families could work and meet basic needs with-
out needing welfare. It would be a significant step backward to curtail or dismantle
that structure of supports in order to fund the costs of meeting new TANF work
requirements.

Conclusion
As Congress looks to reauthorization of CCDBG and TANF, it is important to

keep in mind three key considerations:
• Increased funding since 1996 has made a real difference in helping families

work, in helping parents ensure that their children are safe and cared for while
parents are working, and in taking steps to promote school readiness; the fact
that much remains to be done should not obscure the fact that progress has
been made;

• Most of the growth in child care funding since 1996 has been attributable to
federal funding, and without increasing federal funding, states will be unable
to maintain current levels of service, let alone expanding the availability of care
to the large numbers of families who are federally eligible but unable to attain
help at existing funding levels;

• TANF funds were the principal engine driving child care expansion in the last
five years, but they are an unstable resource, and will not likely be able to play
that role in the future, both because these funds are now fully committed by
states, and because caseloads are not likely to continue falling at the rates at
which they fell in the initial years of TANF implementation.

There are a range of other child care issues that should be addressed in TANF
and CCDBG reauthorization: better coordination, improved data collection, sim-
plified administration, reducing administrative complexity, better information about
quality initiatives, stronger technical assistance, and others.48 But, at root, it will
be impossible for states to make significant progress, or even maintain current lev-
els of assistance to families, if reauthorization does not provide adequate child care
funding.
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PREPARED STATEMENT OF WADE F. HORN

Chairman Breaux, Chairman Dodd, and members of the Committee, I am pleased
to appear before you today to talk about child care and its role in advancing our
welfare reform agenda. Promoting child well-being and parents’ ability to work, par-
ticularly in the context of welfare reform, are two essential priorities for this Admin-
istration and child care plays a key role in both. Parents need access to affordable
and safe child care in order to succeed in the workplace. And children need quality
care that promotes their healthy development and literacy skills so that they can
succeed in school and later life. Secretary Thompson recognized these fundamental
links during his experience as Governor when designing the innovative Wisconsin
welfare program and his commitment to child care remains clear.

The President’s budget seeks to continue funding child care at its current histori-
cally high level within the existing flexible framework of the discretionary Child
Care and Development Block Grant and the mandatory Child Care funding as well
as other critical funding sources such as Head Start. The Administration is com-
mitted to preserving the key aspects of the discretionary and entitlement child care
programs: support for work and job training; healthy development and school readi-
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