Child Care Assistance Eligibility
And Provider Payment Rates

2014 Policy Fact Sheet
March 4, 2014

Every week in Alaska, about 38,000 children under
age 6 with working parents are in some type of
child care setting. Parents depend on child care in
order to work, while at the same time, children
need a safe place to be that promotes their healthy
development.

Child Care Affordability

The availability, affordability, and quality of child
care are challenges that working parents face
throughout Alaska.

For many parents, it’s simply hard to find child
care. thread, Alaska’s statewide child care resource
and referral system, helps about 8,000 families
every year find quality child care in their
communities.

Many families report difficulty affording child
care. Alaska is one of 19 states where both the
annual cost of center-based infant care and center-
based preschool-age care exceed the annual cost
of tuition and fees at 4 year state public colleges.

In fact, Alaska is one of 9 states (Alaska, DC,
Florida, Montana, Nevada, New Mexico, New York,
North Carolina, and Utah) where the annual cost in
both centers and family child care homes for
children under age 5 exceeds the annual cost of
college tuition!*

e The average annual cost of center-based
infant care in Alaska is $10,338.

e The average annual cost of center-based
preschool-age care is $7,655.

e The average annual cost for infant care in a
family child care home is $8,476.

e The average annual cost for preschool age
care in a family child care home is $8,421.

Affording child care is a challenge for most families,
but particularly for those with more than one child
and for those families with low incomes.
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Child Care Assistance for Working Families in
Alaska

The federal government allocates funds to states
to be used for child care, both to assist low-income
families to afford the cost of care and for activities
related to improving the quality of care (i.e.,
training for the child care workforce). These funds
are allocated under the federal law: the Child Care
and Development Block Grant (CCDBG).

The Child Care Assistance Program (CCAP) in Alaska
assists children under the age of 13 or older
children with certain disabilities pursuant to the
federal CCDBG law. Federal law allows each state
to set eligibility criteria for assistance. In Alaska, a
family of three can qualify for assistance with an
annual income up to $54,288 (278 percent of the
poverty level; 75 percent of state median income).

About 14,000 children under age 6 in Alaska live in
low-income working families. Another 30,000
children between the ages of 6 and 13 in Alaska
live in low-income families.?

Yet, on average, about 4,200 children each month
receive a subsidy for their families to help make
the cost of child care more affordable. The most
recent data reported to the federal government
(FY2012) shows that in Alaska:*

e 60 percent of the children (2,520) receiving a
monthly subsidy are under age 5.

e 40 percent of the children (1,680) receiving a
monthly subsidy are school age — between
the ages of 5 and 12.



State policy also determines state payment rates
on behalf of low- income children to child care
providers. Reimbursement rates are critical
because they allow child care providers the
resources to maintain their business and facilities,
establish low child-staff ratios, attract and retain
quality staff and purchase materials. Provider
payment rates ultimately determine the quality of
child care programs because of the connection
between rates and operating expenses.

Federal regulations do not mandate a specific state
payment rate, but they do recommend that rates
be set at 75 percent or above of the current
market rate. This would mean that low-income
families have access to at least 75 percent of the
child care providers in their communities.

A state survey of market rates is required every
two years to inform state rate setting policy.
However, current federal law does not require that
a current market survey be used to set subsidy
rates (just that the survey be undertaken). Alaska
has a recent market rate survey, but the survey
used to set provider payment rates is from 2009.

Provider payment rates within CCAP vary according
to the age of children served and characteristics of
provider settings (centers or homes). Alaska’s
rates for infants and toddlers are at the 75"
percentile of the 2009 market survey. All other
rates are around the 50" percentile of the 2009
survey. Inthe past 5 years, the cost of child care
has increased significantly. Fees charged to private
pay parents have increased every year.

When state payment rates are low, there are
several collateral effects:

e Child care providers may be less interested in
enrolling low- income children whose care is
paid for with a subsidy because funds are
insufficient to operate a quality program.
This means fewer parent choices.

e Some child care providers may take children
whose care is paid for by low state rates, but
the quality of the program may reflect the
low rates (less educated staff, less
experienced staff, lower paid staff (which
may mean higher turnover), and fewer
resources) since a combination of state
payments and private parent payments
represent the operating funds for most
programs.

Alaska’s Quality Rating and Improvement System

Alaska is developing a quality rating and
improvement system (QRIS) for child care so that
parents can more easily differentiate the quality of
care among various settings. Once a QRIS system
is in place, it would make it easier for the state to
differentiate rates paid to providers based on the
quality of the program. (For example, providers
could be paid higher rates as they achieve higher
levels within the state QRIS).

Quality Child Care Matters!

The research shows that early brain development,
early language development, executive function
ability, and effective staff practice (the interaction
between staff and children that supports learning
and higher order thinking), has a direct connection
to a child’s healthy development and ultimate
school success. In essence, quality child care
makes a difference. Beginning with provider
payments that reflect the current market and
then increasing payments related to higher
quality care will help ensure that parents have
choices among quality providers.

For 2014, thread recommends the following
policies:

e Increase Child Care Assistance to align with
current market rates and adjust family
payments to provide equitable access to
child care for working families.

e Increase investment to thread to respond to
growing needs of families in their search for
child care and increased demands for
professional development and support to
advance the availability of quality child care
across Alaska.
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For additional information, please see our website:
http://threadalaska.org/.
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