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L  INTRODUCTION
PmpoM of Ike Gride

lostnuM olHM tM i program  m oouonng ( irM )
 v  a # .. _ _ Aa  «Aa Aa  m a a a a ^^m a a m A a aaa m n o vu m  appcoaca  to  ttata management o r 

human services The advantagm o f  the approach 
a n  particu larly relevant as I M  reassess their ro le  
in diqr care and o tte r ssrvicts in the current vo la tile 
f l t e l  environm ent. These advantages include:

•  cost savings to  states in fln a ad n t

a  better sta le aBocatton  o f  n sounes! 
•  im proved ia fo n sa tto o  fo r policy

a  enhanced quality o f  program s.
This O d d s  defines n methodobgy fo r monitor - 

tag thnt asss an hntnim snt to  collect dam  and

achieved by 
dey ease services.

for

IPM  in  the fld d  o f  child 
IP M  has been 

la  day case, there Is great 
IPM  to

The Oaide ntmrhlm su ffic ient In form al Km fo r 
moat states tn d ec id iw te tte r it Is worthwhile to  ex-H i v e i  o e m e e o  non we sw ^ -e-s  s m ™ w s s  o n

n lo re the feaslb ilitv o f  adoctine the IPM  eaorooch . 
It a lso  presents pr nstka l considerations fo r bn- 
nUM fladm  such an asmroach to  m onitorina.W VANAAAAM AB  VwWWA P H  S ^ rV *  W ^ ^ A  AW M V W n w *  n ^ i

Vot Wbssi b  tba GnMe Intended?
This Guide is the firs t o f  three volumes o f  the 

com p lete docum entation  o f  P enn sy lvan ia ’ s 
m onitoring system that embodies the IPM  ap­
proach. II provides an overvice o f  the approach 
and highlights aspects that ere im portant to  state 
government o ffic ia ls  responsible fo r top  level 
poU ymaking in day care and o tte r human services. 
T te a  o ' .dais indude: lop  executives in state 
human service organ isations; leg islators and 
legislative s ta ff members who must form u late 
policy concerning the objectives and system-wide 
costs end benefits o f  human services program s; 
state budget s ta ff; and managers with responsibility 
fo r designing in form ation systems to  support 
human services management.

Wbat b  An Imtnmeet-Bneed Program 
Monitoring System?

Instrument-based program  monitoring systems 
Incorporate three im portant characteristics:

•tu « tru m e a t"B a s e d . IP M  u li li t e s  
checklists o r special kinds o f question-

.-■A
*> .MV-

to
views and rite  v id ts . H igh ly g ecH lf

rcguiiDoos to i  m p u n e a  lon zm  uun is 
ensBy compieted end shows both pro*

the provider is complying with se* 
quiremcnts. A n Integral feature o f  1PM 
Is n system o f  m b n ta i weights to  the 
qnm tioas o r  hewn so  that scores re flect 
the re lative im portance o f  the reguie- 
uOui. rw xuyivam a s sysu3u9 io f m n *
| L a  J a a i ^  a |a L  A f t  ^ L l f l j t ^ M  ^ ^ H f t  A ^ ^ f tim  o ifre e  o i rtsB to  c rm a ra  wnut laty 
ere in day care.

a P regnun M enttertng In  this O aide, 
m onitoring is n broad term  describing 
the BMumgtmant process o f  leviswtag
and contro lling the delivery o f  pragrsm

criteria , w ith the in len tion  o f  takhM  cor­
rective action to  eesure and Increese pio*

cy. As snch, m onitoring < 
o f

re v iew s en d  p ro g rn m  q u a lit y  
assessments to  co rrec tive  actions, 
technical <

•  H ftA gA A A A  A  A  ftAAAAftflA Aft A  ftA ftA ,ftBJHlMl AppewSCS* A lyHfH ■ I giOUp
o f  related aad coordinated procedures 
that are used to  accomplish a  given task.
In  (his instance, the task is to  m onitor 
day care providers according to  state 
regulations. The Guide perm its integra­
tion o f date collected through m onitor­
ing with financial in form ation and 
subsequent corrective action.
An IPM  system d iffe rs substantially from  the 

more common approach to  monH^'ing: narrative 
site visit reports. T yp ica lly , narrative reports 
describe a site visit to  each provider end summarise 
not on ly observations but a lso  interpretive and 
evaluative comments about the m onitor’ s findings. 
These reports arc usefu l i f  the m onitor is well train­
ed and adept at reporting. Even the best m onitor, 
however, has biases that are reflected in both the 
selection o f  topics covered in n report and the 
degree to which the topics are covered. Site visit 
reports are often d ifficu lt to  summarise succinctly 
fo r policymakers and even m ore d ifficu lt to  use in 
comparing d iffe ren t providers o r describing the 
general trends in day care in the state. Further, they
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11. HOW DO INSTRUMENT- 
BASED SYSTEMS IMPROVE 
DAY CARE MONITORING? IPM  systems are m ore comprehensive, ob jec­

tive . and continent than the narrative report ap>How b  1—m— t Ineni Program
M o m o n ig  T c n o n M ii

Instrument-based program  m onitoring rebar 
on  tha naa o f  a  detailed qncstkm nain o r  checklist 
based on o p U d t state n fo la tkm s to  <SctotabM how 
well a  day care p iov ider is masting state re- 
quiiem eats. When the esecmnent end question­
naire are com pleted, tha results are scored using a  
common  scoring manual fo r  e ll providers o f  a  given 
type (fo r  example, day care centers), and coded fo r 
entry in to an jn fonuartaa system , either m anual o r 
autom ated. The results are used to  determ ine 
whether tha state needs to  intervene in  order to  bn- 
prove conditions at specific provider dim * The p ro ­
viders* scores im  the t t fd  **

statewide ecorss can he need as a  basis fo r  b road 

quality o f  day care and setting stale fim d lag levels*

preach . They are a lso  easier to  read and under­
stand. They are ideaBy suitad to  achieve the foflow * 
ing objectives o f  a  day cara m onitor ing system :

of ememmanTdeM
M M I  I B S  M u R J i  M O W  W E I  C l  R S V V  l o *

ty o f  day cara centers. I t  is essential that 
health and safety standards be desrty 
specified, d ea rly  understood by providers, 
easily evaluated, aad consistently enforced 
by the state.
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o  P rovide h r  e ftk too t aad cost-effective 
fo a d fo g o o d m ia h ir log » roto4ar ss. States 
OMd to  acMevo tha b M f t t  o f  m onitoring 
•s  e ffic ien tly  as possible and at tba 
m inimum necessary cod .

State* are concerned that thair fund* are 
spent in  a  way that ensures the best possible 
day care services. T o  address this concern, 
da ta  poMpymalnn need condden t, ob jec­
tive , quantifiab le indicators o f  how many 
individuals are being sarved by day care 
and what funding ievds are required to  
sreve there indhriduals at difTere ‘ le v d s o f 
program  quality. Further, policymakers 
require an in form ation  bare fo r  deciding 
bow poBcy should evolve in the fu tu re and 
fo r  developing and m aintaining ap­
p rop ria te  leg is la tion , regu lations and 
policy guidelines.

Achieving there objectives requires tim ely, 
re liab le , concise In form ation about a stare's day 

program . An IPM  system can provide this 
o f  in fo rmation and has the fo llow ing addi­

tiona l beneficial characteristics:

oQaaatilative aad Objective. U ing a p ro ­
gram  m onitoring instrument produces 
dear, specific, and objective in form ation 
about program s. Tha use o f  highly struc­
tured questions and records o f  on-site 
observations minimizes s -nbiguous results 
and biased observations. Questionnaire 
items lend themselves to  quantitative 
analytes and produce readily summarized 
and easily interpreted data that are o f value 
to poUcymakcrt.

t . The
questionnaires can be administered by 
m s a ilo r s  w ith  v a ry in g  acad em ic  
backgrounds who have been trained to  
gather in form ation quickly and with a 
minimum o f  interference with the ongo­
ing activities o f the provider. W hile much 
o f a questionnaire may deal with evaluative 
and programmatic in form ation , responses 
from  various providers and m onitors are 
highly consistent.

•Supportive o f  Providers. Many providers 
welcome the use o f  such instruments 
because they know what specific areas are

co vered and they can structure their p ro - 
g ran s 10 m m  sw e  cxpccuutooi. involve- 
mere o f  p roviders in developing tire ques-

J L M S l i A a  OhtAkO S h a  M l A A S t j M B auonnm re ro rtn e r ensures u rn  m e questions 
w ill be comprehensive w ithout being 
burdensome. The use o f  questions that ex­
p lic itly  cove r a il regulations, aad m aW W i
iinuann ici 01 iwvriTHiviiiti iuctcuci

the providers’  perception that the re- 
quiremcnts are equitab le, oecessa^f, and 
desirable w ith respect to  im proving day 
care.

o  Focus an  R en tes. The design o f  the ques­
tionnaire reduces undesirable bias that may 
resu lt ftom  differences in  temperament and 
child care ph ilosophy between the provider 
and the state m on itor. The IPM  focus is 
entirely on  the services provided and how 
they affect ch ildren .

o tim ed an  StaSe a f tite A rt CM* J Develop- 
anti Beworeh. The qucstionaaire Hems 
can ha designed to  re flect current 'best 
practice' in  day care. In  this way, the q u a -

M A U  AAA * A A A i A J A ^ Auo rif may w  u n q  10 cncourige provtucrs 
to  experiment w ith and adopt succcssfol 
approaches that have been shown to  be e f­
fective in rerearch in child  development. 
IPM  can be used to  im prove day care, and 
not ju st regulate it to  ensure that m inimum

(■?

•  Easy to  M odif y and Im prove. The ques­
tionnaire form at with specific and unam­
biguous responses is easily adapted to  
changing development* in child care prac­
tices and state policy requirements. State 
requirements can be easily communicated 
to  funded providers by incotporating new 
o r revised questions on which assessments 
w ill be m ade.lt is a lso easy to  it.corporate 
any federal requirements that may exist.

Desirable Results From L t  g .PM:
D a m  M A S / l s i  a  m I a  I  a  C  a * a a a I  a a  a arc fin sy iv A B ia  s upcn cicf

The positive features o f  IPM  that have been 
described above may have p: .lic u la tly  beneficial 
results fo r a state, i f  Pennsylvania's experience is a 
guide. Since Pennsylvania's system was introduced 
in I97S , it has produced the fo llow ing im ­
provements:

4



•  Ceef H ite t t lDM . By lin k in i the results o f 
their IPM  to  the state's in form ation 
system, o ffic ia ls in Pennsylvania have been 
able to identify high-coet, pubUdy funded 
providers who o ffe r services on ly m arginal­
ly  belter in quality than those o f  lower-cost 
providers. The state was able to set a ceil­
ing on day care funding that did not 
jeopardize program  quality , and used the 
funds that were form erly given to  high-cost 
providers to improve services o f  other p ro ­
viders on a targeted basis. The state saved 
approximately S3 m illion in day care funds 
while maintaining the quality o f  day care 
services, and it did so w ithout m ajor 
resistance from  the provider groups.

to
providers, o f- 

care m onitoring 
legal con flicts 

u u c  in FCeiiiBsco tnausincs. 
Providers era eutiefled • at the queetioa- 
naires arc fa ir and m at they are ad­
ministered consistently end w ithout 
treatment given to  particu lar providers.

P Im m M  DesM ene. By Making the reeuhe 
from  the IPM  system to  in form ation 
systems that p rov ide fin an c ia l and 
statistical in form ation on dav c a n . o f-

m lS t r £  c o n flk t that ueuaBy
accompanies such dedeione. The stale is 
a lso in a strong position to  complete the 
implementation o f  unit end com- 
nctitivc procurement systems in a wav that 
exp lic itly  considers program  qu a lity . 
U ltim ate ly , the in form ation  provided 
could be used lo  answer such bade policy 
a u e s t i o n s  u :  "D oes state-funded dav cere 
rea lly enhance the development o f c h iid rr. 
fo r whom il is p rov ided?" In  the meantime, 
policymakers are receiving concise, quan­
titative, usefu l, and tim ely in form ation to 
support d ifficu lt decisions with respect to 
trade-o ffs among state services in a period 
o f tight resources.

Having described the advantages o f  the IPM  
approach, it is useful lo  examine the features o f a 
successful, currently operating system to  get a more 
concrete idea o f  the costs and operating 
characteristics. In  the next section, Pennsylvania's 
Child Development Program  Evaluation System is 
described b rie fly as a working example o f IPM  
systems.

3





III. HOW WELL HAS 
PENNSYLVANIA’S 
SYSTEM PERFORMED?
Omrriew of Peaaiytnota’i Day Gan 
Monitoring System

The instrument beied p n m i  M o h o r if li 
system developed bp Pm osyivm is is I fs e m  es the 
C hild  Development Program  Evaluation (C D PE ). 
The system M e  iwpit  men ted in d ip  cnee centers in 
1978 and has been need rimtimHTwly  d m  then as 
the principal bods fo r Ucendag  a ll centers in the 
stats.

Pennsylvania is one o f  a  hand fh l o f  states that 
requires both private and pobttdy ftm dsd day care 
centers to  comply with a  staple set o f  state 
rsqu irnnaati in order to  be Mceneed. The C D PE  
thus includes both herns that are dsstgnsd to  e a .jre  
compliance w ith bade health and safety re­

in many stales) and items that focus on  propram  
criteria (described under propram  development in 
many states).

The C D P fi qusstkm ndre measures compliance 
with state reputations la  Pennsylvania. The ru fu ia- 
ttaas are veey specific w ith repaid to  required proc- 
tlcee and standards end a re  prouped into seven 
ra ttp o fh i- adm inistration, nutrition , socia l ser- 
vkes. transportation, health, child development 
and environmental safety. The complete instru­

ment, which consists  o f  279 items that are each 
oe&ny tuueu to  ■ ptractiuu rcfUisuOQ, m M * 
m inistered anauaBy to  iM day care centers. Bach o f  
the items on  the C D PE  is assipned a  wdpht based
M u a  a a  m e .  —i n  lu iuu iuu iD v m  r m i a n x  n u  to  q iu q i« d «  111c 

questionnaires are praoodsd fo r  oasy scortap and 
entry in to s  oom potcriud  d t t t  p roc^m im  in- 
form ation  system , o r fo r  manual procmsing.

Racently, Pennsylvania has developed a 
shorter version o f  dm  C D P E , re ferred to  as an  to-

from  the complete qocstkmnaira and can bausad to  
predict perform ance. The short fo rm  that is now 
M m  tested contains on ly 18 items. It is ontictanted 
that tha bi P i ' f i f f  chad d lst cmdd be used on  an 
alternating basis wkh at comprehensive tastru- 
m *-, that H would hs a  pood pradietor o f  prepram  
nnifrti aware ■««< that it would reduce m onitorincp rm s« m w en ^ n w |  w s n e  e e^ a t  w  ” w w w i

costs to  the state. Pvnfisvtvaata's experience with 
developing tha tad lca lo r chechhet has indicated 
that stad tv  aMthodotoptas can baappMad to  raduce 
tha lenplh i f  many d t fb n s l types o f  state licensing 
and am n iio rin t queatlom iairvs, while prcscrviap 
the vaHdhy o f  the quastkw nalrf’ sm aasurm  o f  com­
pliance and propram  quality .

Pcaasyivaala Is particu larly advanced In hav- 
tap Uakad the C D PE  system w ith the state's ftaan-

effects o f  this linkage have already been described
in terms o f  Pennsylvania’s ab ility to  make sensitive 
policy dsdrionc and reduce costs bused on accurate 
and timely in form ation .





TOW

both by type o f  provider (e .g ., n on -p ro fit, fo r- 
p ro fit ) and by general statistics fo r  the region (e .g ., 
.  ro e  ranges, evenpe lo o m  by category).

f l d a P M M L n a  m Im a m  u j k M a  —  — -------** -ow w w w f cm icfory scores ana composite 
•c o m  provide penpect lvee oa  whether p rov idcn  
• re  hnp rov lng in  general ro d  on  the effects o f
uLAMAaa la MMtlelLyu -caanass in rtsu u n on i ana poucy* m a u ve us* 
proveaents in m onitoring e ffo rts  in various regions 
c «  be ohecrved. When C D PB  results ere Unhid to  
**— —*■* and ***t l* u i  in form ation systems, an 
even broader range o f  policy Questions can be ad*

Bach o f  there ieveis ro d  types o f  in form ation  is 
rcudflty availab le to  the slate s ta ff who make use o f  
the in form ation . F o r example, m onitors at the 
regional level may obtain rapid feedback on per­
form ance o f  pa rticu la r p rov iders. R eg ional 
m suagen have a  baris fo r  evaluating the 
M rfbrm enee of nrovidam in their melon as en*jraa u#a | n v v n m f  s  ana ne^mne s e^ p H r o

pared w ith those o f  o thsr regions. C entra l o ffic e  
s ta ff, sta le budgri p re so rod , mm4  legislators have 
cosreaieat access to  asn tia l stale levels o f  narfor*

Ifet

began in  1979. 

M h g  a m is  i s  t ie
s ta ff estimate that it 

took rosgh ly IS  months to  asentilleti a functioning 
sy stem . T h e  to ta l c o st fo r  d c v s lo p ia g  
Penasytvania's system has been fstim atsd at 
I d R O lB , including the development o f  data p ro- 

i systems. This development cost could be 
fo r a  state interested in 

tran s fe rrin g  Pennsylvan ia's technology and 
aw tod o io fy  and adapting them to  its own re-

Pnmaytvania's cost o f  m onitori tg day care us­
ing the C D PE  is estimated at $400,000 per year. 
This figure indudes costs related to  the state's en­
tire system , such as s ta ff, trave l, data processing, 
report production, end maintenance o f the C D PE  
in light o f  policy ro d  regulation changes. These 
coets wig vary substantially to r another state, 
depending on the sire, the background
and training o f  the monitoring s ta ff, frequency o f 
m onitoring visits. s l»  o f  the state, travel time to 
reach provider sites, end, o f  course, the number o f 
providers in the state. Each o f these cost areas re ­
quires Im portant policy decisions that must be 
made by legislators and adm inistrative decisions 
made by central-office day care managers.

These enaual mon ito ring coats repreesnt a  sav- 
mg compared to  rennsyivanta s ooets Decora 
the C D PB  was introduced. Further improvements 
to  the C D PB  ere Hkety to  reduce these coets even 
m ore. F o r exam ple, i f  the short venfcm o f  a s  in­
strument Mm  the C D PB  is used, addMoa a l cost 
savings w ould occur.

In  add ition  to  the tim e aad costs involved,  two 
n o o n  were w p r a u j cn o ou  in renns)* van ias

|Wv068Sv tUC UiVUiTCfUClDi Oa piw*

vMMrt to o  lo t  t v a  01 w oe  oocnioiuzicot 10 un* 
p tanaatatioa . IY m  the very bagfaming o f  tha p ro ­
jec t it was M l that developmen t o f  the systam re ­
quired the involvem ent o f  providers aad state, 
ra a ta ro l and central o ffic e  proan m  s ta ff. The in -w w  v ^ s s m ^ ,  gpwu^^gnn^n^w h a r n e s s

rohrenscut o f  providers served both to  enhance the 
quality o f  tha hams on  the qnaertonnitra and to  
miniarire iS t imt rtlnnnl that am odeaw* ™ ^^^P^PP^PP MPHP WPW WP^^PP

changes a re  n a i* . Continuous participaiiM  o f 
providers h i dadgning tha qpM tioaM lra, aarigniro 
weights to  iro n s , and cooducthg fW d  tria ls helped 
to  ensure a  hieh level o f  aeceotaact when theouae- 

used fo r  Hcsnring end h n d b g

I'e  leve l o f  rnaw ritm m t to  Im ­
plementation was Mgh, end the degree o f  cammR- 
m sn tjro e ^ h e y  element in  the sncesse o f  the hn-

iong durarien o f  the In g lM M Ig h k  d ^ g l r o

o f  day care s ta ff and trust on  the pert o f  stale 
leg islators and executives. The establlshmsnt o f  the 
C D PB  was d ea rly  not a  quick panacea but a  com­
prehensive aad thoughtfu l so lu tion to  particu lar 
concerns that Pennsylvania faced ia  its m onitoring 
e ffo rt. A low er level o f  state commitment would 
have rndengrred the entire concept o f  an I PM  
system.

Pennsylvania's experience w ith the C D PE  sug­
gests many o f  the issues that other states wiU need 
to  address In implementing an IPM . Thaw issues 
• re  presented b rie fly  in the next section.



IV. HOW CAN I EVALUATE MY 
STATE'S NEED FOR AN IPM 
SYSTEM?

An instrument-based program  m onitoring 
system k  a  ase fo l toot fo r  policym akers, bat no t a ll 
stat*< need m d l a  system . A n interested state may 
fo lio *  f lv t  steps to  assess whether an IPM  syRem  is 
a p p r o j riate and to  In itiate the dsve lopmsnt pr oems 
i f  tbs state dsddm  to  |»ocesd . Them  steps are

I. Evaluate the State’* Socfed

dress is the increasing u ists fo r f*—— that intend to 
take an active ro le  in m onitoring. As discussed 
above, making m onitoring m ore consistent and e f­
ficient may help to  reduce both direct costs (e .g ., 
cost o f  m oakors' tim e) and other costs (e .g ., costs 
o f  litigation that may arise as a result o f  inconsis­
tent m onitoring o f  p roviders.)

T o  der ide whether it needs an IPM  system, a 
state w ill have t*  examine both its current situation 
and future directions in its approach to  m onitoring.

2. Review Materials or IPM and Ike Experience of Other Stale*
The concept o f  IPM  is new, aad the best 

descriptive m aterials available are a scries o f  a r­
ticles that explain how Pennsylvania's system 
works and the underlying fram ework o f child

development m aaN h  on  w h k h k  Is based. I 
*y, rennsyivaiua s exper ience pcovnes toe oeet ax- 
am ple o f  what the IPM  approach can aooompkeh.

n o n  w a ll m e  r tn o iy iv s iu s  m n  w ho  D sv t t t *  
pteroected tlw  ooooopt toootMftiOy#
3. Evaluate Coots aad Potential Benefits 

of tha IN I Approach
The coets aad benefits that Pm nsyivm da has 

raaMssd from  its Implementation  o f  an  IPM  hew  
been described above. Bach state w fll nsed to  bam  
cost aad I  m cftt estfanates on  the partica la r design 
o f  Its own planned system and on  its b odgk fo r  
(U vrioo inc new systems. In o a rtk n la r.c o s ts am rh a  
redncad I f  a  state has sasily adaptable v tgnktfoos, 
positive ralatkw ships with psovidm  osgaakatfons, 
and w ell developed computerised in form ation

Make n Slate CsnaMaant In
tha IPM Pjrstena

be

B̂̂®RR(RiRŴp SR̂  SĤP̂pREtR̂B )R̂ R̂SRt£vR
that are responsible fo r  budget app rova l. O ften ,

meat organisations, such as program  development,
in form ation  systems, aad operations

5.

A successful IPM  system must be supported by 
expiid t regulations that can be easily tranriatsd in to 
questions on the m onitoring b iiirum cnt. Some 
work to improve the presentation aad spe d fld ty  o f  
regulations may be required fo r designing the ques­
tionnaire and implementing the system.

S im ila rly , a  state must address bask legal aad 
policy I

•  W ill the system cover a ll providers o r 
on ly  those who arc pub lidy funded?

•  How w ill a new system be 'grandfathered 
o r phased In? and

•  W ill system scores be used to  deny public 
funding to low -scoring providers o r serve 
on ly as a  basis fo r technical assistance



------------- , ---    # -------- is to  be

that w fll influence the deve lopmen t e ffo rt;
•d e e r  osslgntttttitt o f  specific rcspoosibO- 

ities to  the hidivkhsal s ta ff m em ben who
ujill awiu p c n o n ii m e mipiciDdmHmug

• u c h n h h  fo r  fanplenicotetlon that shows 
id  o f  the >mW  to  be wmfTtplf f fwdt their 
80 t̂tQOO9 fo r  coflip lctioO | critical cotDpIo* 
tkm  d a ta , and the during o f  pcogrw  
reports; and

•  budgets that cover the a llocation  o f  s ta ff 
rim * «nH other raon rcea to  narticu lar 
iusptaD̂ otAtioQ lailuit

W lm  the p ta ob  complete, k ib o ttld  be rcvtew- 
ad and approved by a ll state o ffic ia ls  who have con* 
tro l over the w ork to  be done aad the rcsoorces 
needed to  accomplish the tasks. The plan should be 
reviewed periodically in the course o f  implementa­
tion , nd necessary revisions should be ■«*! 
agreed upon by a ll managers and s ta ff involved. 
By form ulating and adhering to  the p lan , a 
state has a greater chance o f  anticipating potential 
problem s and ensuring a higher degree o f  satisfac­
tion with the IPM  system that is produced.

I I

4
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ha ' bean

rhUddnt
or f  yam  «f ap . dwt*! a 
chance fete apoech aM Ml
ratgh spots. we u n ily  refer la this 
phase w "normal aon-Auandas".

la Wa taf*y 
m uumMe aa 

Manote. er M In We

Tha
IM f\ M a
warn, rape*’.gap- tetwoon
a » A  Seme cMMraa da (Ma more

la, tha p aadh a JSTs m m )  h e aaly a 
dby o r i« a  wMli ann to r chU fe

w a  few phn II teamt-uana la 
w a meant Saw af speech aia nan 
mdf.andWmlohewfouWtMddMl

m*A*a kaat ypia !w
w m  l  M a f  9 J V P  V P B R V *  P  • *

randy M |§aw |aa| la har paan 
la law aa wa> aa Wa caa. TaWai har 
to mod, Marl ever. slew Wm, or 
WOW firM may just add aaa mace 
problem aI becoming t*i*tout Aad

flea.
This daoan*l maaa you Would do 

nothing Try u  iaW ai Wa ctrtem 
nance* whan aha has Wa moo* m »  
Ma

la Wa tuad? 0%ert> a•ruod'* la

atr prvparationa lor your ai tent ton ’ 
later trteduto too towy?

Ai thu aiap M hat dmtopmom. 
Wa btM way you ran help har ta by 
indirect maana Maha aura tha t waH 
raw ad (aad wa* fad) Provide 
enouph qmt time (turn off Wa TV) 
and ny la mate yourself available aa 
muchaipoaaJMr

If W»‘a havwg a panic ulariy 
rough day, try nai la require a ha ol 
i a Iking AW yes'no qurtuom. and 
giva ter oasy, enjoyable acuvniaa 
itei want ha fno*rating Watch 

own body tonguapr uten you 
lo ter ha aura yaw aren't

your <
l l a l f f l

iim ter itei yau'ra aiuiouv d»* 
plaa«ad or avtffy concerned

Keep in mind that your tNd hot 
not 'M t la Hung fa  tary long, and 
tha t at a M of nru matanal to dool 
w.W A child may team up m> IjWD 
a r t  uords by the a p  af 1 and an-

A. Probably no pteao ol Htfdhood 
bofl.aa and enragn aamw mom 
iten ite biting tiup  that many chd- 
dren rmch anytmrm between M 
manWa and )  yaara aML before a 
Child t* verteNy proudeM enough lo 
% tpravt far Imps

It Is important to try to aaa Wmgt 
.'ram the child's pun ol view. Wten 

,.an.baraiKa and lorn Ml Wm
W on hie. ha pals all miaod up In hit 
la Imp si J Mt reacttmt Ho haa 
had very little e ope nonce la e sprat 
ting hit warmth md affection l a  
have H or aoi, your aaa ia aaprrtawi 
hn overwhelming omonm al tom 
wten he bnea you m Hut manner 
"Thanks a tot." yea wy. "I can da 
without that.** So. you mutt teach 
him Hon to eeprett hit torn Tom Mm 
Wat h hunt » te«  ha huat you and

itei you don’t hte H. I n  it with Uei 
! You might toy. "You may hugb«» _ _

ma ngM hte Wit (demonstrated), 
but yor may not hMt me “

l . m w ;  Wat you aia your 
child** modal If you tea turn tech. 
te wdl Dunk, "O k. Wat’t  Wo way 
adidu handle their faohnga. too’"

* r  W * v l§ i
> yoar far Wt aam 

few y w i .  She's also’oanWm how lo 
put all of thita n r words mo aan-

Y k ^ n  u m  u ^ M l n a i ^ m  m t tIBRvBBv I w  |wv H M h R U M  R  BR
Waor ngw wordi madras a 1st af 
Wou0M and offon to • yawg cMM, 
and some of Wa m nfc Wo has »  
mate may bo quite difficult for bar.

Now, wtW a l of Wli now mate­
rial, co«Mar that Wo hot w maho 
Wht-aoeoad dacWono w  come op 
wtW o twutnci Wat tala you whot 
aba's thhddng. It mey juw ha wo 
much far Wt chM who's axdtad or 
fatigued. Noma) non-fluandaa am 
abo quirt common for tte child who 
has had a vary rapid growW in Ian- 
p o p  In a Won ptttod of Unw.

So try aa  to pat too fmat rated 
yaucaefesa. This la ana tloao whan o 
"watt and aaa" approach lo teat. 
Ctencos am. your daughter's ability 
wpu H i f  togatter smoothly wiu 
aeon catch up with har new and a»- 
tensive language WM*.

Q. My WmonWMdoon loo garb

ha la apparently eny hoogy, ho «di 
tea ma vary load oa wo neck or 
arm. I hov» tried bittog Mm hock, lo 
lido Wo beat wav to I “ ‘

MA1YC • S«* f f

The Id tio o d l Aspoclo­
t io n  fo r  tho Iduco ttoo  o f  
Young C h lU n a  South lo o t  
ai ppho ip  roo f 1 nit lo g  a  
d r iv e  fo r  woro re g io n a lle ad  
wowborohiD. Thoy a rc  l o -  
vo lvod  l a  ln v d o t lg a t lo g  tho 
p o s s ib i l i t y  o f  c o r t l f le o t lo n  
o f o o r ly  childhood >m M ro 
ood oro d is ru p tin g  o t r a t a -  
g l s s  fo r  o f fo e t ln g  l s g lo lo -  
t l v o  octlono  on lo c a l  o o r ly  
childhood loouoo. By sand­
in g  ro p rsflo n to tivo  nowboro 
to  lo c a l  o rgan lsa tlo o a  
ouch a s  tho H o aw 'a  C o a li­
t io n ,  thoy aro  c ro o tin g  
• network o f  In d iv id u a ls  
eoncoraad shout Young 
C hlldron.

Tbs nsnt

h o p e fu lly  will bo available 
in  K otchlhan, S i tk a ,  
b u rg , Hvonab, t f r a a g a l l ,  
wa k u ta t ,  and C ro lg . fo r  
■o ro  in form ation  co n tac t: 
Or. N orgia P la id s , Univer­
s i t y  o f  A laska , I 1120 
Clacftor Highway, Juneau,
Ak. 99801 789-2101.
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LETT&K OF 1MTBWT

Zt i s  the intent of the Community end Regional Affairs 
Cossaittee that the noney appropriated for the Day Care 
Assistance Program by C8SB 518 (C&RA) be used to 
raise the max mum rate paid to day care providers 
to $ 1 5  per day for children and $19 per day for infants. 
Zt i s  also the intent of the Committee that the 
subsidy schedule be adjusted so that eligible families 
wiU not bear any portion of the rate increase.

The Committee recommends that the Commissioner of the 
Department of Community and Regional Affairs hold 
yearly hearings on rate setting for the Day Care 
Assistance Program with parents and providers to 
maintain a reasonable relationship between inflation 
and day care assistance rates.

bon Gilman, Chairman

Robert Ziegler, Vice Chairman

Prank Ferguson

Mike toilette

Arliss Sturgulewski



THE LEGISLATURE OF THE STATE OF ALASKA 
T W E L F T H  L E G I S L A T U R E

F ISC A L  NOTE .

I. REQUEST
Bill/Resolution No. CSS8 517 
Title 4n Act relating to cl 
Requested by____

ilillM jJiL  M l/ '
zm r m m v j M x n

*V carf assistance.
Date Hav 1 9 . 1981

II. FISCAL DETAIL
Agency Affected Department Ilf fllMlin^v and Regional Affairs__________________
Program Category Affected Social Services____________________________________
BRU, Program, or Subprogram(s) Affected Day Care Assistance Program_______________
(Note: I f  more than one budget component is affected, separate line .tern amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands o f Dollars)

FY 81 FY 02 FY 83 FY 04 FY 85 FY 86
100 PERSONAL SERVICES 37 .5 "  " 4 T T 45 .6 60.2 6 5 .2
TOO TRAVEL 4 .0 4 .4 4 . 6 5 .3 5 .6
300 CONTRACTUAL ~ m . r 4 .7 5 .2 5 . T 6 .3
400 COMMODITIES .2 .i <2 ^  -3 J

500 F.OUIPMENT 2 .0 -0 - -0 - -0 - - 0 -
600 LANI) Sl STRUCTURES - 0 “ . . .. -Q- - 0 - - o - -0 -
700 GRANTS. CLAIMS. ETC. 1862,3 2049,2 2254.1 2*; 79.5 **727.5

TOTAL 2010 .9 2100 .0 2309.9 2541.0 2795.1
FUNDING (Thousands o f Dolian)

GENERAL FUND 2010 .9 2100.0 2309 .9 2541 .0 2795.1
FEDERAL FUNDS -0 - - 0- —ft— -0- -0 -
OTHER (Specify Fund Source) -d - -0 - -U- -0 - -0 -

POSITION'S
FULL TIMF | 1 1 1 1 1
PAR! TIME 1 -  . n .  ■ - ■ ■ - t r - _ " -0 -  “

TEMPORARY 1 - 0 - - 0 -  " - - t r - ' - ■ ; 0 . - -0 -

III. ANALYSIS (See Fitcal Note Preparation Instructions, Section III)
Line 700 - Breakdown of Grant Costs

EEE32EB
$ 500.0 Attelnlstrativa costs to be paid to Municipalities per Section 3.

$ 365.0 Cost of 107 new subsidized child slots and 27 new subsidized Infant
slots which we expect to be created 1n response to the availability 
of 10% attaintstrative fees (134 new unsubsidized slots also expected). 
New slots are expected prlaiarlly in the Mat-Su and Kenal Boroughs.
107 children x $9 State cost x 264 attendance days ■ 1254,232
27 Infants x $11 State cost x 264 attendance days ■ 78,406
♦ 101 adMlnlstratlve costs to municipalities • 33.264

IV  DATE 19* 1981___________ PREPARED n v  S g f e jH
A I NCY ? fP *H "T nt 0 f  COtirUjn Original Legislative Finance PHONE 4bb-4f35

cc: Budget and Management
Prime Sponsor (First Legislator Named)



$ 997.0

SIB&ra

m m i m
It Is understood that a Letter of Intent will accompany CSSB 517 
which will call upon the Department of Cownunlty and Regional 
Affairs to raise the rate authorization $3 per subsidized slot 
and to pay the total difference between the old and new rates.

$(997.0 ■ 1,259 slots x $3 x 264 attendance days) 
Total Grant Costs

Projected Grant costs are Increased by 10% a year to allow for 
*rogram growth and Inflation.

Line 300 - Contractual icludes (100.0 for a study on the full 
cost of Day Care.

Lines 100-400 reflect the funds required for the Department of 
Conminlty and Regional Affairs to hire one additional Field 
TraIninn Officer necessary to handle the ac'dltlonal administra­
tive load Imposed by this bill. Excluding the $100.0 nentloned 
above for a rate study, these lines total $46.0

Line 500 1s a one-t1ne equipment cost.
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Low income parents have a difficult t 

in order to work, they must pay child 

possible to afford even necessities. Consequently, the Stete 

of Alaska provides the Dry Care Assistance Program (DCAP), 

which subsidizes day care fees, so that low income families can 

obtain adequate care for their children and continue to work.

However, estac'ishing an equitable rate of subsidy is compli­

cated:

- The potential number of program participants is unknown

- The budget is finite

- Family incomes vary

- The cost-of-living varies between regions, so families 

with the same gross income have differing amounts of 

aval table money.

- Differing qualities of care are provided by day care

faciIi ties

- The cost of providing equal care differs by region

The legislature wished to estimate what the program costs would 

be if eligibility for the program was raised to the State 

median income level.

This report questioned day care facilities and government 

agencies to determine the potential number of DCAP participants 

and the projected costs of changes. The theoretical potential 

number of participants is 26,860 children statewide. However, 

this number would not ever be served because of limiting fac­

tors such as only 3,211 spaces in licensed day care facilities.

Actual use of DCAP is much smaller, approximately 1,332 chil­

dren (November 1980, average). Projections are made in this
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* l W f B i w « r o T A,33p «report using this figure as a base. The problems reiser, above, 

and others, were studied to find program changes offering a 

solution. Budget implications for these changes were calcu­
lated.

Raising eligibility by raising the level of Income, would add 

an insignificant amount, $ 1 , 2 6 7  per year, to the budget. This 

is caused by people at higher income levels participating at 

consistently lower numbers and, receiving smaller subsidies 
(see page 2 3 ) .

Raising eligibility by increasing the income eligibility level 

of regions with higher costs of living than Anchorage, would, 

for the same reason, add only insignificantly to the budget 

(see page 27^.

Adding new areas of the State to the DCAP would increase the 

costs by $31<*,982. Because the major areas are already con­

tracted, an additional 133 participants could be expected (see 

page 28).

Raising the base subsidy for facilities which experience higher 

costs because of regional differences, would add $39,0<»8 per 

year to the budget, if the cooperative extension services rates 

are used (see page 29).

Subsidizing .enters and homes, based upon the quality of care 

they provide, would add some incentive for facilities to im­

prove care. This would not have a cost impact on the parents, 

and would benefit the facility directly. The projecttd costs 

would be $12**,223 (see page <»S).

The State currently subsidizes care for infants (under 2 years 

old) at 123 percent of the child rate. However, the costs for 

caring for an infant, as required by law, can be 200 percent of
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tha child rate. This study recommends an infant rate 150 per- 

cent of the child rate, for a projected budget increase of 

$122,285 annually (see page <»5).

This study found insufficient data regarding a difference in 

home or center care. No recommendation is made as to differ­

ential rates. However, a genuine cost difference may exist, so 

different subsidies could be warranted. The information in 

this report was too preliminary to this judgment (see page <»7).

The formula currently used to determine eligibility categories 

is arbitrary. This report offers a new formula which relates 

all variables together in a consistent pattern. The formula 

provides a simple means of accommodating change of variables or 

their relationships (see page 53).

5 -
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While this study has discovered inconsistencies in the appli­

cation of the DCAP, and major differences in day care services, 

the overall *orth of the program is beyond question. The re­

commendations below are to reduce the inequities caused by ad­

ministrative i icets of the program. This program has made it 

possible for parents of young children to work or train when 

they can not otherwise afford c H I d  care.

Potential Participant Numbers

The potential number of day care participants is immense and 

the cost and practical limitations on its being met are prohib­

itive. This report recommends that the program projections be 

based on present usage and adjustments that can be made to make 

it more equitable and cost-effective.

This study recommend:; that the State investigate the classifi­

cation of applicants into adjusted income catagories. The 

present method, for example, does not allow for differential 

costs that are incurred by families with more than one adult 

but with the same income. Factors to be considered are higher 

FICA (for double income) more transportation and food costs, 

and lower babysitting and hou ikeeping costs.

I. Expansion of Eligibility

A. This study was to determine the projected costs if 

the income lev'I of families was raised to that of 

the median income in the State. Adoption of this re­

commendation would result in program increases of 

$1,267 using actual participation levels. This 

method of projecting costs is the most likely correct 

of the methods used, and also happens to be the low-

-  it -
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est. Using 20 percent or 10 percent minimum partici­

pation, additional projections of $26,869 or $17,899. 

These additional figures are based upon equal usage 

for all income groups, in order to project a maximum, 

but there is little reason to suspect the increase 

would be that high. Of these, the first is not only 

less expensive, but is more equitable, and is there- 

f t e  recommended as the best of the two alternatives. 

However, adoption of the new formula, listed later in 

Item V, would make this choice needless.

B. m e  eligibility levels of the family's maximum income

ere currently set between regions by the ratios

established for the State Department of Administra­

tion. Two other ratios outlined in the findings pro­

vide quite different results. This study opts to 

recommend, as a compromise, the middle one of the 

three sets of ratios; the one established by the Co­

operative Extension Service.

The additional annual cost to OCAP would be $96,120, 

or $1,267, depending on the assumptions. This study 

recommends use of the second, lower figure.

C. An additional increase of program participation due

to changed eligibility can also come from adding

areas not presently contracting with the DCRA.

Using existing ratios, 133 participants would be eli­

gible if all areas with licensed slots were brought 

into the DCAP, for an annual budget increase of 

$319,982.

Because the decision to participate is made at the 

local level, DCRA should be asked to encourage state­

wide participation, and offered supplemental funds, 

as any new areas initiate a contract. The benefits 

of this program should be available to all Alaskans.



1

Regionalization of Base Rate

There can be no question that the' cost of providing day 

care differs between regions of the State. This study has 

tf-svetoped three alternate methods of calculating what rate 

differentials could be. Each method would increase the 

present $3,199,<f00 annual budget by $283/060, $399,0U8 or 

$639,252.

This study recommends the adoption of the middle option, 

which is based on cooperative extension's ratios for re­

gions of the State.

III. Differential Subsidy for Quality of Care

The issue of whether or not to raise the rate of subsidy 

and by how much if it is raised, affects day care pro­

viders, parents, and the budget of the State.

Many centers and homes are not providing minimally ade­

quate levels of care, some because they car.'t afford to, 

some because they don't know how to, some because they 

don't choose to. Other centers and homes are trying to 

provide a better quality of care, but are losing money and 

may have to go out of business.

If centers and homes raise their rates it will exceed some 

parents ability to pay, and they will be "priced out of 

the market", or will be forced to choose more affordable 

but less quality of care.

The State of Alaska attempts to assure minimal standards 

of care through licensing -- but this does not measure 

quality of care. The State does not have a mechanism to 

increase the quality of care for young children, other 

than licensing for custodial (minimum) care.

- 6 -
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Therefore, it it recommended that the State not provide 

more day care assistance fundt to centers and homes that 

barely meet minimal standards; that the State not become 

the "de facto" rate setter hy which centers and homes set 

their rates, that the State not increase the costs to the 

parents who are paying some or all of their child's day 

care costs, because centers raise their rates.

Instead, it is recommended that a system of payments to 

centers and homes be made on the basis of quality of care 

levels. This idea is barely more than a concept and will 

need more thought than permitted by the limited scope of 

this study. The following recommendations are a framework 

from which to fully develop this idea. Credit for this 

concept should go to Joan Hurst, Executive Director of 

Campfire for Alaska.

The following are proposed steps for quality of child care 

subsidy:

1. Community and Regional Affairs Day Care Assistance 

Program will develop a "Quality of Care Rating In­

ventory" to be completed by homes and centers that 

choose to receive a quality of care "bonus".

2. Centers and homes will fill out the forms by checkingm
off the degree by which they exceed the minimally 

licensable standard. For example, the average center 

in this study had 59 sq. ft. per child. Minimum is 

55 sq. ft. A range of numbers would be listed after 

Square Feet Per Child kO, 50. 60, 70, 60, and 90. If 

k0 were circled, score one point; it 60 were circled, 

score 5 points in the sq. ft. per child categor,.

7
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S. DCAP staff will v i s i t  prograais to ravlaw tha Quality 

of Cara invantorv with providars. Through technical 

assistance, thay will encourage programs to move to 

tha next I aval of cara. If many centers choose to 
apply for a quality of cara bonus it may mean tha 
hiring of one additional staff person trained in 

Early Childhood Education.

Canters or homes will sign a statement that all the 

information is true to tha bast of their knowledge, 

and they will continue to maintain tha identified 

levels of care throughout tha year.

These statements will be kept on file at tha DCAP 

office of Community and Regional Affairs.

6. It is not expected that many programs will be inter­

ested in, or qualify for the quality of care bonus. 

If 2k centers and kO homes are involved next fiscal 

year it is estimated to cost 1116,k96 annually, if no 

other changes are made in DCAP rates.

A model for quality of care could be devised that could, 

based on the total points earned on the point scale, clas­

sify facilities. For example.

Level I 20 points qualify center or home for bonus 

payments of 5 percent 

Level II kO points qualify center or home for bonus 

payments of 10 percent 

Level 111 60 points qualify center or home for bonus 

payments (Maximum possible - 72 points) of 

IS percent

- t -
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It it possible 

way to use the 

bonus payments to ess 

not being subsidized by

IV. Altering the Differential Betwei end Child Subsidy

The difference between the infant reimbursement rate and 

that for children two years end above Is not sufficient to 

cover the increased costs incurred by facilities caring 

for children. It appears that increased costs for infants 

are up to twice (200 percent) the rate for children, but 
this report recommends an increase to one end one half 

(ISO percent). This more closely represents real costs.

V. Altering Subsidy Between Home end Center

This study could not document reliable cost differences 

between centers and homes. Therefore, a different rate to 

each is not seen as warranted at the time.

While this study could not document significant differ­

ences, there is not adequate data to assure none exist. 

The precise determination of the scope of these differ­

ences was beyond the capabilities of this study. The pre­

liminary data in this report could be used to develop a 

more thorough study, if the difference in costs between 

centers and homes is to be used for funding ratios.

VI. Revision of DCAP Subsidy Octermination formula

This report has shown the costs related to alteration of 

tha current day care assistance formula. Because the ex­

isting formula is not equitable and not easily adjustable, 

this study has developed a new formula.



The revised formula was obtained by making the family in­

come categories s m a l l e r  by weighting the categories for 

ability to pay, and by formal I zing'the method of updating 

the eligibility figures.

Its adoption is recommended because it formalizes the 

method of computation, eases alteration due to changes in 

variables, and is more equitable than the current calcula­

tions.

S m m a r y  of Recommendations

I. Expansion of Eligibility

There are three ways to expand the eligibility for program 

part ic ipation.

A. Raise, to Median Income, Eligibility for Subsidy.

This is not recommended.

8 Add i t i onaI 
ChiIdren 

Subsidized

1. 20°* Subsidy
Projected Usage 2 
Uni form Usage 635

2. 10\ Subsidy 635

B. Raise Eligibility Levels by Region, 
recommended.

S Addi tional 
ChiIdren 

Subs id i zed

1. Cooperative Extension
Projected Usage 2
Uniform Usage 3k

2. Abi11ty to Pay
Projected Usage 2
Uni form Usage 103

Addi tional 
Annual Costs

$ 1,267
$ 26,86k

$ 17,8kk

Option 81 is

AddiIionaI 
Annual Costs

% 1,267
$ 96,120

$ 1,267
$287,650



Therr are three optional ways to calculate differing costs 

of care by region. Option B is recommended.

Additional 
Annual Costs 

**li,982

Raise Base Rate for Regions

1. Maximum

ChiIdren 
Subsidized
— m —

4 Additional
Children Additional
Subsidized Annual Costs

A. Dept, of Administration 0 $285,060

B. Cost-of-Llving 0 . 599,048

C. Ability to Pay 0 659,252

III. Quality of Care Support Payments

This report estimates the number of facilities qualifying 

for a proposed quality of care bonus.

4 Additional
Ch iIdren Add i t i onaI

Subsi Iized Annual Costs

Care Bonus 0 $116,496

IV. Increase Infant to Child Subsidy Difference

This report recommends an increase in the differential.

4 Add i t i onaI
Children Additional
Served Annual Costs

Raise to 150\ 0 $165,464

- 11 -
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VI. Revise Subsidy Formula

The formula would have several possible effects, depending 

on the variables established by the State.

# Additional
Children Additional
Served Annual Costs

A. Projected Usage 0 ($ 83,152)

B. Uniform Usage 0 ($1,150,738)

No change is recommended in the base subsidy payment for 

the base region.

Summary

8 Additional
Children Additional
Served Annual Costs

Raise Eligibility by Region 2 $ 1,267

Add Municipali ties 133 $31**, 982

Raise Base Rate by Region 0 $399,0<*8

Add Quality of Care Payments 0 $116,<*96

Increase Infant Rate 0 $163,<*6<*

Revise Subsidy Formula 0 ($83,152)

TOTALS H i 8912.105

Adoption of the entire list of recommendations would in­

crease the DCAP budget from $3,199,<*00, to $ <*,111,505 or 

by 28.5 percent. It is important to note, however, that

- 12 -
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the increased costs are based on the increases generated
i* • *■

by changing only the variable in question. Adoption of 

two or more variable changes might cause additive changes
’’ ■■ ‘ ''a-” - m / "  • v

that exceed the total of the projections for the variables 

involved. For exampIe, the projected increase of $122,285 

from changing the infant to child ratio would be higher 

still if the regional base payment was raised as well 

(projected at $399,0*»8). This is because the infant rate 

change is built upon, and thus affected by, the regional 

base rate. Projecting how much the cumulated costs would 

be was a complex calculation, but estimates of the total 

increase is $1,076,712, on top of the projection above or 

$1,988,817. This would increase the DCAP budget to 

$5,188,217, or by 62 percent.

i Aft 
•8. -■< ’
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INTRODUCTION
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This study was commissioned by the Department of Community and 

Regiana I Affairs to assess the equity of their rates for sub­

sidy and tc project costs if eligibility for the progrem were 

re i sed.

Limitations of time were severe. The entire project including 

the survey, research, and writing was completed in a month and 

a half.

Because of this limitation, some assumptions were necessitated. 

For example, no provision is made in the projections for major 

changes that might occur in the Alaskan population, such as 

would follow construction of the gas pipeline.

Additionally, the limitations of time and money meant that com­

puterized projections of variable changes could not be done. 

Alternate ways to distribute existing funds, and projections of 

how many new participants could be served, were not possible to 

the extent that would have optimized decision-making.

Systems could be developed to implement the recommendations 

outlined herein. Notably, the supplementary materials that 

makes application of the new formula easy for the facility 

operator and the DCRA. However, development of these mate­

rials, and streamlining existing record systems was beyond the 

scope of the study.

One other item should be noted. Most social programs are 

viewed differently, depending on one's perspective. Day care 

appears to be included in this category. First, the report "A 

Woman's Place", a survey *f homemakers, in Anchorage, found 

that 12 percent of all respondents had children in day care. 

Reasons given for why they chose to put their child in care

. 11* -
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were primarily that it was good for the child to be with 

others; secondarily, that it gave them some time to do things 

without children. Reasons given for why they chose particular 

centers were: Good facilities, good teachers, convenient loca-

tion, church affiliation, and reasonable cost. If they were 

satisfied with the place where their child was being cared for, 

52 percent said it was because of the caregivers, 22 percent 

said it was because of the facilities, and 22 percent because 

the child was happy.

When asked what specific problems of homemakers were being 

ignored, the responses were varied, but the third most frequent 

mentioned was the cost of and lack of sufficient day care. 

When asked for suggestions to alleviate the problems the most 

frequent response was for less expensive day care and more 

avai table.

On the other hand, this study heard from day care owners who 

seIf*reported that costs did not meet expenses. A sample of 

these responses are:

If we raised rates to what they should realistically 
le, we would have enough money for a building, proper 
equipment and salaries comparable to the workload.

Constantly -- people are working inhuman hours at 
slave wages. We are reluctant to charge more, but we 
must raise rates or lose valuable staff.

We must further increase tuition to break even. We 
anticipate a 20% increase at a minimum. The owner 
has funded deficits from personal savings and cannot 
any longer do this.

We no longer accept drop-ins as we are working for a 
family atmosphere as much as possible. Plus, it is 
very hard to maintain a sensible staffing pattern and 
keep our 1-5 and 1-7 staff-child ratio.

Whether or not these business losses are attributable to po* • 

management, or high cost of living would be the subject of fur­

ther research, it is a fact that it is happening. Some of the

15
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centers that are trying to provide battar quality of cara such
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as more nutritious food in sufficient quantity, battar educated 

and trained staff, batter wages so staff don't leave, more
* * 1 .̂ y > k |> ; • _. ygrjL-", *
space for kids and staff, and more durable and age appropriate 

equipment, are the centers that have the hardest time finan­

cially. Five centers are examples:

27 FTE* children
28 FTE children 
2k  FTE children 

33 FTE Infants S children 

79 FTE children

$1 8 ,0 0 0  projected deficit 

16.000 projected deficit 
7,000 projected deficit

19.000 loss 1979, and a 
2,800 loss 1st quarter 1980 

15,8 00  loss 1979

Oay care is not a profitable business to be in. Even the non­

profits have to manage their business well enough to cor inue 

to exist. Parents need affordable care of sufficient quality 

that they don't have to worry about whether their child is safe 

and happy. Children deserve better than minimally safe places 

to be, with little variety, barely adequate nutrition, and such 

limited staff that the caregiver uses management behavior 

rather than social interactions. Management behavior, command­

ing and correcting, is what is used by a playground supervisor 

or lunchroom supervisor. Social interaction with children in­

cludes questioning, responding, instructing, praising, and com­

forting. Caregivers working w't-h children in smaller groups 

are able to give this kind of care. Caregivers in larger 

groups spend more time observing and correcting.

* Full-time equivalent.

- 16 -
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STATEMENT OF THE PROBLEM

Child care costs can represent a large percentage of disposable 

income, especially for families with lower incomes. The per­

centage is often so large that it means that an individual 

working for low wages and paying child care makes less net in­

come than an individual staying at home and drawing Aid to 

Families with Dependent Children (AFDC), and an amount that is 

clearly inadequate.

Monthly Gross Pay 9 Minimum Wage $662 

Less 30% for Taxes and Deductions (199)

Take Home Pay $463 

Less Unassisted Child Care (264)

NET INCOME $199

Since obtaining day care was so essential to low and middle 

income parents, the State of Alaska's 1975 legislature parsed a 

bill (A.S. .250.510) that set up the Day Care Assistance

Program (DCAP). This program assists a significant number of 

fan. ies to obtain adequate child care. Furthermore, it is a 

cost effective program, as it costs the State less to provide 

DCAP subsidies than AFDC. The intent was to ease the financial 

burden of child care costs, particularly for low income indi­

viduals. By using a graduated scale, the State pays 100 per­

cent of the child care cost for the lowest income catagories, 

this allowing the parent to earn enough to provide for the fam­

ily's basic needs. In some cases, this results in avoidance of 

AFDC. in other cases, it allows families with marginal income a 

better opportunity to have a higher quality of life.

Establishing subsidy payments and day care rates is a complex 

matter because there are a variety of factors that should be 

considered. Some of these factors are:

- 17 -
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The unknown size of < 

for daycare assistance, 

the existence of the program. Determining how many 

participants the program couid and should subsidize 

is obviously critical for budget setting.

:he potential number of families 

Many parents are unaware of

B. A finite amount of funds is available for DCAP. The 

resources, being limited, must be distributed in the 

most equitable way, including fair payment to those 

entering the program after the beginning of the 

fiscal year.

C. Thr income of parents varies. This variable is cur­

rently used as the basi3 for determining differential 

DCAP subsidies. Unfortunately, data upon which to 

set these differentials is not up-to-date. This can 

result in an inequitable assessment of rates.

D. The cost of living varie? within the State. On top 

of the need to stagger payments to centers on the 

basis of parents income, the income must be adjusted 

to the cost-of-1iving for the location, because a 

higher cost-of-living reduces the money to pay for 

chi Id car*

E. Differing oualities of care by the facilities. The 

range of care from minimal (providing only safety and 

comfort) to developmental (providing a range of ser­

vices to help each child develop its potential) is 

filled with a continium of care levels provided by 

the centers in the State. Because it costs more to 

provide developmental care, fees to the centers 

should be graduated to compensate for higher quality 

care.

- 18 -
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In addition to the complications above, tssessment of DCAP 

rates must allow for easy change, because the dcta in the vari­

ables constantly alters, and the rate structure must periodi­

cally be updated.

The costs of providing day care differs between fa­

cilities. This is due to higher regional costs, and
•*

other factors beyond the control of the facility. To 

be equitable, DCAP should consider Mie possibility of 

making 'ne costs incurred a factor in setting the 

level of payments to the center.

The legislature wished to project costs of changing eligibility 

so that parent? whose income is at the State median, would re­

ceive some assistance. Two other areas were requested of this 

study. One was to project costs for the program if the base 

rate allowed for day care facilities was indexed to the dif­

ference in cost of providing care in specific areas of the 

State. The other was to project costs and develop a formula to 

propose differential allowances to facilities for better qual­

ity of care provided.

Consequently this study was commissioned to ascertain facts and 

make recommendations on these three components:

I. Expand eligibility by raising upper level of eligible in­

come to the State median income.

II. Revise the regional cost-of-living differentials.

III. Propose a method for differential payments to day care 

centers to cover costs of providing higher quality care.

19 -
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FINDINGS

Determination of Potential Audience

While it is possible to e tImate the maximum number of children 

who are theoretically eligible for DCAP funds, there are some 

natural limitations to the maximum use:

- Some municipalities do not contract with DCRA;

- Some areas do not have licensed facilities,

- Requests for subsidy may exceed budgeted funds

- Families use alternate arrangements;

• Families do not know about DCAP.

Some areas of the State do not have a local government entity 

that has contracted with Community and Regional Affairs to ad* 

minister this program in their area, even though there are 

licensed acilities there. Other areas lack a contract because 

they dor t have licensed facilities. There is a limited number 

of licensing staff working for the Division of Children and 

Youtn, so iddi tional licenses may not be imminent. Even in 

areas where there .is a contract, the licensed slots may be 

full, so the potential DCAP participant must vait for available 

space. Additionally, some areas of the stite, can experience 

shortages of DCAP funds, sjch that no new participants can be 

admitted to the program. (This situation occured in Anchorag» 

and Fairbanks, but the bicklog was removed in FY80 by line 

items in HB 60). Finally, families that are theoretically 

eligible to participate may elect not to, because they have 

child care arrangements other than licensed care. In Anchorage 

there are <*,100 households where all parents are employed fuil 

time with at least one child who needs day care. This does not 

include parents in training. There arc 2,675 spaces available 

for full time c.ire In licensed homes and centers. Obviously 

some families are not using licensed care. (Statistics sup-

.--7.1,-^ ;A .'dL 1
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plied by the Anchorage Urban Observatory, phone conversation, 

Dr. Richard Ender, August, 1980.) The report "A Woman’s Piece, 

A survey of Anchorage Homemakers" publishec in December 1979, 

notes that 90 percent of the women interviewed had worked out­

side the home. 35 percent has immediate plans to return to 

work or had just gone back to work. 29 percent were working jji 

their homes, and of this group one-third were doing child care.

The potential audience is estimated below to be 26,860. The 

actual DCAP usage is l,352x, or 5 percent of the potential 

audience.

Estimated Potential Day Care Users

Total 'ligible population can be estimated in order to deter­

mine the number of children potentially effected and, conse­

quently, the amount the budget would be increased. The approx­

imate number of children in the State eligible for DCAP is de­

rived by calculating the number of children in families whose 

income is at or ire low median income and where no parent remains 

at home.X!{ This figure is drawn from the following calcula­

tions. The total population under twelve is derived from the 

Alaska population overview1 , page 30, where it lists:

Table 1 

Total Number of Children

From Ak. Statistical Review Assuming Equal Dlatribution
Age Group Number Age Group Number

0-4 37,803 0-1 18,902

5-9 35,130 2-5 25,927

10-14 36,227 6-11 42.595

Est. Total 0-11 87,424

x Average, based on November 1980 reports.

xx Parents in training would qualify for eligibility, but no 
figures are available.
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Table 3

Maximum Potential Number of Day Cere Eligible Children

Age

Est. No. 
Eligible 

Bv Income

x 19% 
Single 
Parent 
Families

♦ Families with 
Both Parents 
Labor Force*

* Total 
Potential Number 
Eligible Children

0-1 9,451 1,796 4,536 6,332
2-5 12,964 2,463 6,223 8,686
6-10 21,297 4,046 10,223 14,269

TOTAL 43,712 8,305 20,982 29,287

Futhermore, the total eligible by income it reduced by the num­

ber who have one parent not in the labor force. The resulting 

maximum number of potential eligible children 0-their twelfth 

birthday, with parents below the State median income and with 

no parent not in the work force is 29,287.

Table 2

Number of Children Eligible bv I

Aoe Number

0-1 9,*51

2-5 12,96*

6-11 21.297

Total *5.712

I. Determination of additional budget Requirements for Eligi­

bility Adjustments

Estimated Median Family Income

The estimated median family income for the State in 1982 

was $31,037.a 1 Reducing this by 30 percent to account for

O U.S. Bureau of Census, Divison of Economic Analysis Federal Register, 
November 24, 1980, Volume 45.
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taxes and other deductions, provides an adjusted annual 

income of $21,726 or $1,811 per month.

Average per Child Cost

The total budget for DCAP is $3/199,<>00. The total number 

of children served by this is 1352 (November FY80) for a 

total average per child cost of $2,366 annually or $197 

per month.

A. Projected Budget increases for Raising Eligibility to 

Median Income

The additional cost of increasing the number of par­

ticipants by raising e .igibiIity for subsidy, and no 

other program changes, is approximately $ 1 0 6  per 

month or $1,267 annually, to serve an additional two 

children (or two full time equivalents). This figure 

is low, b^sed on the present participation pattern in 

the program, where higher income individuals repre­

sent an increasingly smaller percentage of the cli­

ents. Graph 1 indicates that in the present state­

wide participation figures (based on November as an 

average) 56 chi Idren participated in the <>0 percent 

subsidy bracket, 27 partic >ated from the 30 percent 

bracket, and six participated from the 20 percent 

bracket. Consequently, extrapolating this trend fur­

ther indicates a maximum of two children would par­

ticipate from the 10 percent bracket and none from 

any higher income bracket would participate. Futher­

more, the two children who would participate would be 

subsidized at the 20 percent level because of high 

family income. Therefore, two new participants mul­

tiplied by $26*« (actual State rate is $265) per month 

child care costs multiplied by 20 percent subsidy 

equals $106 per month.



Percentage 
of 

Participant 
F
a
m
i
l
i
es

Percentage of State Subsidy 

100 90 80



m, n  +■.

*f * r* i
i>

•c

Moebius Corporation
S’ '** ay y ?■ * 1 i i (W ijri jtaifliN

Tha projection may be incorrect because the low in­

come levels may be more "saturated" by potential 

users, meaning more higher income users would be 

added in any guideline change. It is possible to 

calculate tha figures without making the same assump­

tions. If the number of participants in each income 

category is assumed to be the same, than tha number 

can be estimated by multiplying the number now parti­

cipating by the percentage of additional population 

made eligible for the program.

Raising the adjusted income maximum from $1,333 per 

month to $1,811 would increase the population by 36 

percent (1,811 - 1,333 * *»78 + 1,333 * 36\). There 

are a total of 1,332 participants so tne increase 

would be <*87. Assuming a 20 percent participation 

rate, this would m in an annual budget increase of 

$27,369 given an average monthly subsidy of $281 (us­

ing the $330 infant rate, and $26k child rate, and 23 

percent participation by infants).

Median income level families would would pay 80 per­

cent of child care costs and the State would subsi­

dize 20 percent, or $32.80 per month for participants 

2 and over in Anchorage, for individuals making up to 

a gross salary of $31,037 annually.

A second option (S2) would be to alter the program's 

administrative guidelines. One such change would be 

to include minimum State subsidv at the 10 percent 

level rather than at the 20 percent level. This 

would mean that in Anchorage for participants over 2. 

the State would pay $26.<*0 per month for full time

25



cara. Tha cost for this option would ba $33,776* 

annually to sarva an additional 633* participants.

Tabla 4

Projactad Budget Increases to Subsidise Dav Cara 
For Median Incoma Families

Total Annual

Currant Guidalinas (20%) f_Chlldran Budget

a. Currant Trands 2 $ 1,267

b. Uniform Incoma Distribution 635 $ 26,864

Ravi sad Guidalinas (10%) 63* $ 17,844

B. Tha Stata of Alaska pariodically reviews and attempts 

to adjust tha incoma quidelines of par„nts situated 

outside tha Region I Base Area.** Tha present income 

guidelines are intended to mirror tha cost of living. 

In reality, whan compared with studies from two other 

sources, cooperative extension and Department of Com­

merce and Economic Development, tha Department of 

Administration's costs by region ware discovered to 

be sharply in contrast as to the percentages regions 

were over the base.*** Cost of living showed re­

gional difference ranged between 7 to 61 percent ove* 

tha Department of Administration figures, while the 

Ability to Pay Survey regional difference ranged be­

tween 8 and 2<«7 per ant. Since Cooperative Exten­

sion's Cost of Living Data is computed on a more fre­

quent interval, plus easily understood and extrapo- 

latable, It is the one most ideal to be used for mir­

roring and adjusting cost of living. It is also the 

most logical to use because its figures era a compro-

• Tha increase would be the same number of new participants, 635. but 
the average subsidy would be reduced to 10%. So 635 children x $281 
monthly average costi x 10% ■ $17,844.

** Region I Base Area includes Anchorage, Juneau, Ketchikan,

xxx s«« Table 5.
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Researching information on coet-of-living through out 

tha State of Alaska, this study found that the most 

accurate and widely accepted tool is Cooperative Ex­

tension Services' Coit-of-Food Survey^ This survey 

with it oil, gas, electricity and lumber addendum 

provides an updatad picture on cost-of-living within 

Alaska. Agencies such as the Department of Commerce, 

Department of Labor, Department of Education, local 

Fairbanks banks, Food Stamps Office, and the Insti­

tute of Social and Economic Governmental Research, 

all use and support Cooperative Extension's Survey. 

T'te survey is conducted quarterly with volunteers 

following set procedures. Because it is done by vol­

unteers, the same cities/villages are not surveyed 

each quarter, thereby losing some consistency. How­

ever, the Food Stamp Program and local banks have 

pledged support -- in kind help to maintain some 

consistency in the ci ties/vi11 age* surveyed each 

quarter. The cost of food survey is its present form 

has been done for two years, and when applied to 

Anchorage and Fairbanks, two cities on the Consumer 

Price Index, the fluctuation is such that uach su( 

ports the other.

Budget projections for raised eligibility by region 

were obtained by the following procedure:

1. An average State subsidy was determined for each 

contracting ci ty.

2. The number of participants for each city was 

determined from monthly reports.
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mined, for both methods of calculating cost-of-

living.
*. I * t * |V  y I ' |  > * Y 'fl'

k. The number of participants, increased by this 

raise in eligibi11ty was calculated by multiply­

ing the number of participants by the percent 

increase.

5. The number of increased participants was multi­

plied by the average subsidy for the city they 

were in and by $281, the average subsidy (x 12 

for annual budget).

The resulting budget increases were, for cooperative 

extension, $96,120 per year. For ability-to-pay, the 

increase would be $287,6k0. The number of additional 

participants would be 3k for cooperative extension, 

and 103 for ability to pay.

C. Most licensed day care facilities in Alaska can care 

for children whose fees are paid in part by the OCAP. 

fame licensed facilities are areas whose local 

municipality has not chosen to contract with DCRA to 

administer the program in their area.

There are 3,211 licensed slots in areas that hfve 

contracted. The DCAP funds 1,332 children.

As of December, the Divison of Children and Youth 

shows 3.72k licensed slots or 313 slots in areas not 

contracting. This number varies according to the 

number of Iicenses approved or not renewed by the 

D i v i s i on.
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Moebi us Corporat i on
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The projected additional budget costs are calculated 

by multiplying the number of slots by $614 (the State 

budget average) for a total annual cost of $314,982.

The additional number of children served is less. It 

is calculated by averaging the number of participants 

that would be expected from the existing ratio. 

Thus, 1,352 (average participation) is 25.9 percent 

of 5,211 (total slots), so 25.9 percent of 513 slots 

equals 133 new participants.

# Additional
Children Additional

Subsidies Annual Cost

Maximum 133 $314,9P2

in addition to this expansion, new facilities may be 

licensed and new municipalities awarded a contract. 

BIA population data states that 3,122 Alaska Native 

women exist for whom no child care substitutes are 

avai(able.

11. Projections for Revised Regional Cost of Care

An attempt was made to see if the present system of apply­

ing subsidy to parents in a-'eas outside Anchorage is equi­

table by comparison with reports on cost-of-living differ­

entials. At present, the Alaska Day Care Assistance Pro­

gram utili2es a sliding scale.:t The cost-of-living survey 

conuucted September 19803 by the United States Department 

of Agriculture's Cooperative Extension Service is one of 

two documents used to verify the present sliding rate 

sr.:ie. The other document used was Numbers prepared by

• Based on Alrska Department of Administration, Regional Personnel Costs.
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the Alaska Department of Commerce and Economic Development 

1979.6 A comparison of the documents, plus DCAP's sliding 

scale, shows that inconsistencies exist. Notable problems 

with the comparison of the data are that Wrangell and 

Petersburg differs from their present position in the DCAP 

Regions because of a higher placement in the cost-of- 

living bracket. Fairbanks placed one to two brackets

lower. Although the rural regions of Bethel, Kotzebue, 

and Nome all rate in the high scale, it appears that the 

division between them is wide, and depending on which data 

one uses, there is a question as to their ranking. Ranking 

appears to be consistent among regions such as Anchorage, 

Juneau, Ketchikan and Valdez. See Table 5.
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Comparison of Economic Region*

1 2 3 4 5 6 7 B
* (Base)

Anchorage
Juneau
Ketchikan

(103.75%) 
Petersburg 
Sitka 
Wasilla 

• Wrangellx

(107.64%)
Kenai
Kodiak

• Homerx
• Sewardx

(115.87%)
Cordova
Fairbanks

(120.21)
•Valdezx

(129.29) (134.2S%) 
Bethel 
*Anderson 
•Ft. Greely 
•Delta Jet.

(139.28%)
Kotzebue
Nome

<*

1
w
•

(Base)
Anchorage
Juenau
Ketchikan
Wasilla

(110.3%)
Seward
Homer
Sitkan

(118.2%)
Fairbanks
Kenai
Ft. Grcslya

(127.2%)
Petersburg
Kodiak

(141%)
Wrangell
Valdez
Cordovan

(153%)
'Telta Jet. 
Bristol Bay 
Andersona

(180.5%)
Bethel
Nome

(200%)
Kotzebue

**« (Base)
Juneau
Sitka
Ketchikan
Anchorage

(111.1%)
Fairbanks

(128.5%)
Wrangell/
Petersburg
Kodiak

(144.5%)
Seward
Kenai/
Cook Inlet 
Ft. GreelyV 
Matanuska

078.6%) 
bristol Bay 
Valdez 
CordovaV 
AndersonV

(300.7%)
Nome

(347.24%)
Kobuk
Kotzebue

(386.35%)
Bethel

* Dept, of Administration Cost by Region: At present, DCAP uses a sliding fee scale based on the State
of Alaska's Dept, of Administration rate to subsidize parents equitably using Anchorage as base.

** Cooperative Extension: Based on the Cooperative Extension Service cost-oMiving survey completed
Sept< nber 1980, cities were divided into eight (8) natural groupings. Each group was averaged and
ranked by percentage with the first group's average used as the base.

*** Difference between Per Capita Income and the Regional Moderate Standard of Li vino (Ability to Pay):
From data extrapolated (rom the document Numbers, prepared by the Alaska Department of Commerce
and Economic Development, 1979, areas were divided into eight natural groupings and ranked by per* 
centage with .'he first groups average used as a base.

x No DCAP contract witn these cities.
n Not included in Cost-of* Living Survey.
V Not included in Ability to Pay Survey.
• Have been moved in Dept, of Administration as of Feb. 1, 1981.



ut Corporation

Provision of day cara sarvices Is mors axpansiva In soma 

araas of tha State, because of the Qenerally higher costs 

of goods and sarvices. Three methods calculated for tha 

increased costs If rates were indexed to the region's 

financial status. The resulting budget projections,

assuming the same program usage follows:

# Additional 
ChiIdren 
Served

Dept, of Admin. 
Cost-of-Living 
Ab iIi ty to Pay

Additional 
Annual Costs

$265,060 
$399,068 
$659,252

The exact regional 

7, 8 and 9.

differences are outlined in Tables 6,

Table 6

Average Regional Costs of Providing 
Day Care to One FTE per Monthi{

Communi ties Centers Homes

Anchorage $262 $216
Anderson 126
Bethel 366
Bristol Bay 113
Cordova 92
Delta Junction 151
Fai rbanks 268 195
Ft. Greeley 263
Homer 131
Juneau 223 171
Kenai 18 1 203
Kodiak 189
Kotzebue 356
Nome 766
Petersburg 269
Seward 71
Sitka 267
Wasi1 la 180 166

Total Averages $265 $186
,c,t($3l2, if homes paid 

staff minimum wage)

(Although there are licensed facilities in Wrangell and Valdes 
they did not respond to this survey.)

* Source: Based on Moebius Corporation telephone survey, December 1980,
and January 1981.

•• $3.85 x 10 hrs./day x 22 days/month ■ $847 ♦ 6.6 tmber partici­
pants ■ $128 ♦ $184 Base Costs ■ $312.
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yjfi Total Monthly/Yearly Protected DCAP Costs 
Using State Dept, of Administration Rata Differentials

Table 7

REGION 1 
Anchorage 
Juneau 
Ketchikan

REGION 2 
Petersburg 
Sitka 
Wasilla

REGION 3 
Kenai 
Kodiak

REGION 4 
Cordova 
Fairbanks

REGION 5

REGION 6

REGION 7 
Bethel 
Anderson 
Ft. Greely 
Delta Junction

RFGION 8 
Kotzebue 
Nome

TOTALS PER MO.

. <• i

Actual
Monthly Children Total
Rate Served Cost

$ 264

274

284

309

354

36̂

$553

Avg.

69

54

276

97

14

5332

Base

842 $222,288 N/A

18,906 10

15,336 20

85,284 45

34,338 90

5,152 104

$361,364 $333 

Avg.

*

I- >

Sum Actual Total
Above Children Budget 

Served Increase

N/A

69

54

276

97

14

N/A

$ 690

1,080

12,420

8,730

1,456

5T3 $337755

YEARLY TOTALS $4,575,648 $285,060



*r V Total Monthlv/Yearlv Projected DCAP Costa 
By Cities Surveyed Using Percentages Extrapolated 

From the USDA Cost of Living Data. 1980

Table 8
.

Cities

REGION 1 
Anchorage 
Juneau 
Ketchikan 
Wasilla

REGION 2 
Sitka 
Seward 
Homer

REGION 3 
Ft. Greely 
Fairbanks 
Kenai

REGION 4 
Petersburg 
Kodiak

REGION 5 
Cordova 
Wrangell 
Valdez

REGION 6 
Anderson 
Delta Jet. 
Bristol Bay

REGION 7 
Bethel 
Nome

REGION 8 
Kotzebue

TOTALS PER MO.

Monthly
Rate

264

290

312

335

372

403

476

528

372 
Avg.

Actual 
Children 
Served Total

35

68

20

35

324 101,088

3 1,584

5352 $390,182

Sum
Above
Base

858 $226,512 Base

10,150 26

48

22,780 71

3,348 106

8,060 139

.660 212

264

124
Avg.

Actual
Children
Served

N/A

35

324

68

20

35

3

434

YEARLY TOTALS $4,682,184

s't ■ ’

ifc -

Total
Increase

N/A

$ 910

15,552

4,828

972

2,780

7,420

792

$33,264

$399,048

j.v



Table 9
Total Monthl'y/Yearly Proiet:ted DCAP Costs

P n n n  Z i l '  '.A '‘V T 3 K u r n s n r a u
Economic Statistics of Alaska

Cities

REGION 1 
Anchorage 
Juneau 
Ketchikan 
Sitka

REGION 2 
Fairbanks

REGION 3 
Wrangell 
Petersburg 
Kodiak

REGION 4 
Seward 
Kenai
Cook Inlet 
Matanuska 
Ft. Greely

REGION 5 
Anderson 
Bristol Bay 
Cordova 
Valdez 
Oelta Jet.

REGION 6 
Nome

REGION 7 
Kobuk

REGION 8 
Bethel

Monthly
Rate

264

233

339

381

471

792 

916 

1,019

Actual 
Children 
Served Total

TOTALS PER MO. ” 555

Avg.

877 $231,528 Base

267

68

73

29

11

3

24

78,231 29

23,052 75

27,813 117

13,659 207

8,712 52J

2,748 652

24,446 755

1352 $416,199 537

Avg.

r

Sum Actual 
Above Children 
Base Served

N/A

267 

• 68

73

29

11

3

24

375

Total
Increase

N/A

$ 7,743 

5,100

8,541

6,003

5,808

1,956

18,120

$537377

YEARLY TOTALS $4,922,388 $639,252



The quality of care Issue Is complex. The consequences of

not providing nurturing and developmental Iy appropriate 

experiences for children affect them as individuals, their 

family, and ultimately society. High costs of providing 

quality care affect the parents ability to pay and the 

centers and homes ability to provide care.

A number of regulatable characteristics have been identi­

fied, primarily staff/child ratio, group size, and care 

giver qualifications and are included in most state and 

federal regulations.

It has been assumed that, within limits, a 
smaller number of children per care giver lowers 
the risk of damage and increases the opportunity 
for successful stimulation of the child's cogna- 
tive, emotional, and social development.

It t as also been assumed that or upper limit on 
group size is required both for safety rid for 
the creation of a properly supportive environ­
ment for growth.

Finally it has been thought that a welI-trainee, 
experienced care giver will, through her or hie 
behavior, produce positive outcomes for children 
while minimizing negative outcomes.

Many other regulatable and nonreguIj table char­
acter} sties of center care hava also teen 
as .umed to contribute ‘o quality. Among those 
are the amount and type of space; materials ind 
equipment; qualifications and skills of the 
director ai>d of staff othor than care givers; 
the /mount and nature of parent involvement; 
availability of supplementary services to chil­
dren and families; center philosophy and educa­
tional programs.

(National Oay Care Study7)

The National Oay Care Study was conducted in January 1978 

to assess the quality of the child's experience and some 

of the consequences of that experience both for the 

child's development and for costs.
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The issues for centers ere:
. ”  • . • ' ‘  Jp* * • . • *  A ' ' . . ]  '■. i •

1. Low pay - which is the result of high program costs 

end low revenues.

2. Caregiver to child ratio - whicn overloads the care­

giver and gives less care to the children.

3. High turnover of staff - lack of consistency of care 

for children/ difficulty in providing training.

Limited training - initially and OJT.

5. Limited space - not a good environment for children 

or aduIts.

6. Food - rising costs, adequate nutrition, adequate 

amounts.

7. Equipment - enough for all children, enough variety, 

age appropriate.

6. Supplies - enough to provide varied activities.

Day care home issues are:

1. Long hours for care givers.

2. L imi ted mobi 11 tv hard to take all kids outside, or

away from house, may have to pay for another care

giver in order to get out.

3. Limited training - initially, almost no training OJT.

k. Limited space - sometimes.



5. Limited equipment - due to lach of space and funds. 

Issues for infant cere are:

1. Hioh staff oe- child ratios - needed.

2. Sma11 group - size, seoarate facilities for sleeping, 

no more than two under two in homes.

3. Longer hours for staff - to provide consistency of

care.

*». Special ized care - frequent feeding, changing, hold­

ing.

Issues for children two and over are:

1. Need for sufficient space in safe environment.

Need for developmentally appropriate materials, en­

richment experiences, and variety during the day.

3. Need for consistency of care, trained care givers.

*». Need for moderate group size.

5. Need good nutrition in sufficient amounts, exercise,

some outdoor play.

Analysis of Daycare Costs

In the NOCS (National Oay Care Study7) financial analysis 

was used to determine how the per-chi Id cost of center- 

based care is affected by variations, such as staff per 

child ratio, group size, and staff qualifications.

• 3® •



This national study completed in January 1978 shows an

average monthly resource cost per full time equivalent
* * . ' * ' • *

(FTE) child as $161. Resource costs per child include the 

value of donated time, space, and material.

Table 10 

U.S. MONTHLY COST PER FTE CHILD

Average
$161

Minimum
m  '

Maximum
mmm r

PersonneI 
Occupancy
Supplies, E iipment 

6 Food

$107 monthly per child 6*»%
22 monthly per child 1*»%
32 monthly per child 19%

$161 Average Cost/Chi Id/Month

The average monthly resource income was about $165 per 

child in the centers studied. Slightly more than half of 

the centers in this study were primarily dependent on 

parent fees, the rest were primarily dependent on govern­

ment payments.

The greatest variation in costs is due to ratio of care 

givers to children, ratio of non-care giving staff to 

children, and average center wagr rates. Group size does 

not have an impact on cost per child. Care qiver qualifi­

cations have a modes, effect because they are t;ed to wage 

rates.
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TabI• 11

CAREGIVERS BY AMOUNT OF TIME EMPLOYEO

Centers Homes Total

Full Time 226 107 333

3/A Time A2 1 A3

1/2 Time 70 3 73

1/A Time _A9 __ 1 -21

Totals 337 113 300

The care giver/child ratio hat the most substantial impact 

on cost per child of any single factor studied, within 

the ratios of 1:5 to 1:10 (one adult to five children - 

one adult to ten children) even small differences in the 

care giver/child ratio can have a large impact on costs.

A link has not yet been established between the provision 

of specific kinds of services and per child costs, though 

the ratio of non-care givers to children is significantIy 

related to costs. Non-care givers include administrators, 

cooks, janitors, drivers, nurses and others.

The average wage rate is significantly affected by the 

educational level of staff as well a. duration with the 

program. The mix or ratio of teachers and aides is also a 

factor. The presense or Absence of specialitation in a 

child related area does not appear to affect the wage 

rate, over and above the impact of formal education.

The more a center depends on federal funding as 
opposod to parent fees, the higher its costs are 
likely to be. This difference between federally 
funded centers and parent-fee centers is due to 
higher ratios of care givers and hon-care giving
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staff to childran and higher wage rates that 
prevail In federally funded centers. This may 
reflect a more rigorous enforcement of the min­
imum wage law in federally funded centers.

It Is clear that these cost factors warrant con­
sideration In establishing a policy of reim­
bursement rates at both the federal and state 
levels.

(National Oay Care Study7)

The UNCO Study* was done to examine the quality of feder­

ally supported day care In Washington, Oregon, Idaho, and 

Alaska. In 1975 Alaska was receiving funds for day care 

throught Title X X .  The quality of care was examined both 

from the perspective of state and local agencies which 

administer federal day care dollars, and from the perspec­

tive of the providers who must meet federal standards.

In 1975 Alaska had a different set of licensing regula­

tions which were changed after the Day Care Assistance 

Program was initiated, ostensibly to make it easier for 

programs throughout AI aka to be licensed. For example, 

under the previous regulations a family day care home 

could rot care for more than six chi Idren including the 

providers cwn children under age twelve. Under the regu­

lations amended in 1977 there can be up to eight children 

including three of the providers own, if there are chil­

dren under age two; and up to ten chi Idren including four 

of the providers own, if there are no chi idren unde the 

age of two. The average number of children in the hoaet 

that participated in this survey is 6.6 or almost 7 chil­

dren. Since this survey did not ask homes to distinguish 

how many children they cared for were tneir own. we can 

not accurately calculate what the potential income for 

homes could be. If two or three children are their own. 

then day care homes are making even Ijss in income than 

was estieialed.



The exception to these regulations Is the local licensing 

in Bethel, which define e day cere home as four children 

or lees being cared for by persons other then the parent 

or gurrdian, by tne day, or any pert thereof, week, month, 

or year. A child care center is defined as five or more 

chiIdren.

In the Unco Study in 1975, they sampled: 72 centers -

5,582 children; 270 family day cere homes - 1,260 chil­

dren; 275 in-home cere - 66k children. The total number 

of children supported by federal funds is 1,608.

Based on the information on idantified factors that affect 

costs end quality of cara, this study questioned day cara 

facilities about space, ford, pr^sonnel costs, among other 

items (Appendix Space cost could include rent, util­

ities, fuel, insurance, janitorial service, or snow re­

moval. Food costs could include food service as we I as 

food. Personnel include care givers as well as nor-cara 

giving staff, and employees paid by other programs. 

Equipment covers major or parmanent purchases. Supplies 

are consumable. These five cost areas were added to give 

a total program cost per month. This figure was then 

divided by the total number of fulI-time-equivalent chil­

dren (FTE). The resulting figure is average cost per

child (FTE) par month.

Table 1?

ALASKAN MONTHLY COST PER CHILD (FTE)

Centers Minimum Max imum 

$2«*S $92 $766

Homes 

$512”

"If homes paid m.nimum wage



Centers everege 39 square feet per child which Is hereIy 

more than the minimelly llcensable standard. We suspect 

that several centers end homes do not meet the minimum 

standards.

a 9 *

According to the responses to this study, centers had 

average costs for food service per child (FTE) of less 

than $1.00 per day (121/month in centers and $A2/month in 

homes). Since this figure includes costs besides food, 

even with economies of scale it would appear that children 

in many centers do not eat well, and children in homes eat 

better. This :s lower than the Anchorage high school 

lunch at $1.23, which is significantly higher then the 

amount paid by the centers below the average.

According to the survey, half the programs reporting, both 

homes and centers, participate in the USOA food reimburse­

ment program, yet this did not raise the standard.

Staff, ireluding administrators, working in centers get 

slightly mere than minimum wage. Only one third have been 

there more than a year. These high turn over rates have a 

strong impact on children.

Only 5*» percent offer paid training or training during 

working hours.

Staff to child ratios in some homes and centers uoes not 

meet minimal licensing standards uni ess there are volun­

teers or staff paid by other sources inat the program did 

not report. »t appears that many homes, ana some centers 

have reported more children than licensing allows. (If 

there were more licensing staf in OSS, these violations 

would possibly be less common.)



Only 2«» percent of center staff and 18 percent of day care 

homes providers reported to have a degree. Unless degrees 

are in fields directly applicable to care of young chil­

dren or care of young children in groups, they are of 

limited value. Fields which directly apply are early 

childhood education, elementary education, special educa­

tion, home economics with child development, nursing, and 

to a limited degree recreation, psychology, sociology, 

library science, nutrition and health.

Training

Forty-nine programs or 3k percent provide some kind of 

training during working hours, or paid training.

Table 13

Staff with Certificates or Deqrees

Centers Homes Tota

Child Development Associate 9 1 10

(CDA)

Associate of Arts (AA) 9 6 15

Bachelor of Arts (BA) *♦7 12 59

Graduate Study 26 _2 28

TOTAL 91 21 112

(This information was self reported, so may be inf la<

For example, only two people in Alaska have received a 

national CDA certificate and ten received a CDA certifi­

cate from Alaska Methodist University.)



Projected Costs for Quality of Care Payments

The annual budget increase for DCAP subsidy if quality of 

care payments were applied would be $116, <*96 affecting <*61 

existing participants affected (although parents would not 

be financially involved directly, and no participants 

would be new). This projection is based on estimates of 

the number of facilities qualifying at each level multi­

plied by the number of infants and children involved.

These numbers were multiplied by the amount of additional 

subsidy proposed, or 5 percent for Level I, 10 percent for 

Level II, and 15 percent for Level III.

Table 1<*

Projected No. of Children Per Level
Subsidized 

bv DCAP

Level I 15 Centers X 63 3 9<*5 3 2<*6

25 Homes X 6.6 3 165 3 <♦3

Level 1 1 6 Centers X 63 3 378 3 98

1 0 Homes X 6.6 3 66 3 17

Level 1 1 1 5 Centers X 63 C 189 S <*9

5 Homes X 6.6 S 33 3 9

<*62

Justification and Projections for Alteration of the infant 

to Child Subsidy Ratio

This category is added at this point, because there is a 

significant variance between the charge for infants and



the cost for caring for infants. The additional cost can 

be determined, using the child rate as a base, by adding 

proportionally the items requiring extra costs. In day 

care facilities, the two largest budget items are staff 

and space. Both require additional costs for infants over 

chiIdren.

The staff for infants, as required by regulations, Is one 

care giver for every five infants.xx However, the staff 

ratio for children two and over is only one to ten. 

Therefore, the law requires that the staff be twice as 

large for infant care. Staff costs can be up to 80 per­

cent of total overhead in a day care facility.

The space requirements are also larger for' infants than 

children. The requirement for both is 35 square feet per 

participant. However, the regulations mandate that space 

for a crib be provided for each infant over and above the 

35 square feet.

State regulations require higher staff and space ratios*, 

consequently, the day care facility should be reimbursed 

according Iy.

If cost is set at 150 percent, the resulting figures would 

mean a $66 increase over the present rate of $330. The 

total annual budget increase at the average of 80 percent 

subsidy, would be $163,666 assuming the same number of 

infants enrolled, 258 statewide.

Additional Additional

Children Served Annual Cost

0 $163,<*6<«

* Anchorage regulations are even more costly.

•• Many centers only maintain 3 or 4 infants per caregivar, since it is 
extremely stressful for infants and staff.
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Moebius Corporattoi

Projtctlno Dlffirent Ratio, for Ho—  «nd C«nt»r»V .

The possibility that tha day care centers would be lass 

expensive to operate because of economies of scale was 

added during this study.* If sufficient data supported 

this, or its reverse, then differential rates could be 

recommended.

No such difference was found. This is primarily due to 

average costs for homes being significantly under-reported 

because most day care homes could not report what they 

made as a salary. Current practice is to collect fees, 

pay for space costs, food, equipment, and supplies, and 

the rest is profit or wages.xx As a comparison minimum 

wage is figured. Most day care homes have children for 

more than ten hours because some arrive as early as 7:00 

am and some don't get picked up until 6:00 pm or later. 

Therefore, 10 hours x 22 days * 220 hours per month x 

$3.85 minimum wage * $867. per month.

• Soma axpansa Kami wara discovarad that did not fit into major cost 
cattgorias. Thasa includa accounting and bookkaaping, madical, lagal, 
and aducational consultants, advarttsmg, fund raising, bank chargas, 
ten panattias, dapraciation, fiald trips, transportation, laundry, ate.

•• Only 7 to 105 homas raportad monthly parsonnal costs which *ra: $1,
$15, $200, $270, $350, $366. $4,000.

6 7  -



Average coats per home: Space $621*
Food 280 
Equip. SO 
Suppl. M

Total Average Costs $9$9
Minimum Wage
MINIMUM TO OPERATE $

Assuming a home is paid for: 2 infants x $330 ■ $660

In other words, a day care home cannot earn sufficient 

income to pay the owner minimum wage. This is based on 

averages. In practice, the homes that have higher ex* 

penses, often an indication of raised quality of care, are 

even less cost effective.

For centers, the number* of full time equivalent staff 

(FTE) is found by taking all full time, 5/U time, 1/2 lime 

and I/*# time staff added together to equal the number of 

staff if all were working full time.”*

This number is divided by the number of centers to obtain 

an average number of staff per center working full t»me. 

lull time is eight hours per day.

The monthly personnel cost is divided by this number to 

get the average monthly salary for someone working in a

This figure is based  on whole house excluding bathrooms, kitchen, 
halls, garages According to I.R.S. regulations. one-hakt this cost is 
deductable. Therefore. $310 could be substituted, leading to $1S3V in 
protected cost minimum.

Additional indirect costs for time spent on treming are noted by the find* 
Ings of this study that lwo*th.rds of day care homes have staff who have 
been there more than one year. Only one*third nt center staff have been 
there more than one yeer.

3 chi Idran 26«* 
INCOME PER MONTH

6 chiIdran x 26k * $1.38k 
INCOME PER MONTH % l M K

canter.



295 FTE Staff ♦ 57 Centers » 6 FTE Staff per center (avg.)£ 91 V ’ |
* bwr * i. . L* ». . - . i f ) -  x 10

*6,917 BS- .p*r*onnf 1 Co>t 4 t ^  ‘5t,f-f > *866.62 Av9-*>-
Per Center Per Center Salary

This is $6.61 per hour which is somewhat better than mini­

mum wage.

The Table 15 lists the difference between the major ex­

penditures or centers and homes per each equivalent of a 

full time participant. Homes appear to spend slightly 

more, on average. The difference is 17 percent.

Table 15

Average Monthly Cost Per Child ( FTE ):t

Requirements Centers Homes

Space $ 19.8) $112.85

Square Feet 59 168

Food S 21.15 $ 61.58

Personnel 1115.56 $ 51.55*,{

Equipment $ 2.88 $ 2.27

Supplies $ 6.5V $ 7 18

TOTAL $16..00 $196.00

FTE - Full Time Equivalent is based on 2 part time infants 
or children (5 hours or less) equal to 1 full time infant 
or chi Id.

This figure is questionable since on r y 7 homes of 105 
reported any personnel costs and the low and high figures 
reported are so extreme.



T a b I a  1 6

Average and Extremes Reported bv Homes and Canters

57 Centers

i i

Description Mean Minimum Maximum

Monthly Space Costs $1,455 $40.00 $5,800
Square Footage 2,553 sq.ft. 350 sq.ft. 8,400 sq.
Monthly Food Cost $1,334 $45.00 $5,500
Monthly Personnel Cost $6,917 $100 $36,300
Monthly Equipment Cost $ 235 $ 20 $ 833
Monthly Loan Pints. - Equipment $ 166 $111 $ 425
Initial Layout - Equipment $7,273 $174 $2S,000
Monthly Supply Costs $ 315 $ 10 $3,000
FTE - Children 63 10 238

105 Homes

Description Mean Minimum Maximum

Monthly Space Costs $621* $60 $1,500
Square Footage 878 sq.ft. 500 sq.ft. 2,400 sq.
Monthly Food Cost $280 $16 $ 900
Monthly Personnel Cost $164* 0 $4,000
Monthly Equipment Cost ) SO $ 5 $ 350
Monthly Loan Pmts. - Equipment $149 $50 $ 354
Initial Layout • Equipment $751 $30 $15,000
Monthly Supply Costs $ 48 $ 5 * 325
FTE - Children 6.6 .8 14**

• This figure is questionable since only 7 homes of 105 reported eny per­
sonnel costs and the low and high figures reported are so extreme

•• A home that self reported 8 full time and 12 part time children which is 
apparently in violation of licensing regulations.

Table 17

Participat ion in USOA Food Reimbursement Program

22 Centers or 69.5\ of all Centers reporting 

69 Homes or 66.7\ of all Homes reporting
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Table 18

C f 5 I «

Centers or Homes with Sick or Annual Leave

h ̂ A a S a B i L * ‘ ; .?‘4;4 -iF
21 Centers or 56.8% of all Centers reporting 

k Homes or 3.8% of all Homes reporting

VI. Revision of the Subsidy Formula

Certain inequities are caused by the existing formula used 

by the DCRA. The result of the application of these 

guidelines is that some individuals do not receive a fair 

share of subsidy, while others probably receive a more 

than equal share. Which category they belong to is quite 

acc idential.

The following table is a rate chart for Anchorage.

Tab'e 19

Department of Community and Regional Affairs 
Day Care Assistance Program -- Subsidy Schedule 

for the Base Economic Region

Monthly Adjusted 
Net Ineome

l 0 
53*« 
63«» 
73«» 
83«# 
93<* 

103<« 
113<* 
1?3<«

533
633
733
833
933

1033
1135
1233
1333

State Subsidy of 
Day Care Costs

100%
90%
80%
70%
60%
50%
<«0%
30%
20%

Specific inconsistencies include:

1.

2.
3.

k.

10 percent income categories; 

Non-participation below 20 percent; 

Arbitrary income eligibility figures; 

Non-uniform weighting for poverty.
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Item one, use of 10 percent income categories, means that 

a parent's payments can vary by $26.*»0 per month, depend­

ing on one dollar difference in their adjusted income (us­

ing Anchorage child rate as a base).

Item two, non-participation below 20 percent, doubles the 

inequity of item one for people with an adjusted monthly 

income of (Anchorage) or a monthly loss of $62.SO

in subsidy for one additional dollar In adjusted income.

Item three, inconsistent income eligibility figures, 

causes individuals to be placed arbitrarily in payment 

catagories, in an inequitable manner. The income cate­

gories in Anchorage are in $100 increments rather than on 

a percentage or some other equal method.

Item four, inequitable poverty weighting, makes a subsidy 

for individuals in the lowest income cataco^ies higher 

than is proportional to those in higher income catagories.

A formula that reduces these inequities has been developed 

in this study. The revised payment, income catagories, 

and weighting are listed in the following table, using 

Anchorage as a base and the current maximum eligible in­

come. This formula is intended to represent a method of 

arriving at subsidy amounts. Poverty weighting can be 

adjusted within the formula to provide greater assistance 

for any income group. Table 20, in fact, provides less 

subsidy to some low incoew catagories than the existing 

subsidy scale, but the difference is small.



M o e b i u s  C o r p o r a t i o n
'-St ̂b y 'r/7m w,■ •• < w w » ••.

v a  ■ .a9r -

Ravisad Formula 
Using Existing Incoma Maximum for Anchoraoa

Table 20

Ad). Mo. Parent's

ireent
Income of 
Parent

Poverty
Weighting

Proposed
Payment

Proposed
Subsidy

100 8 0- 77 0 0 $264
95 78 - 1S3 .05 0* 264
90 154 - 230 .1 0* 264
85 231 - 307 .15 0* 264
80 308 - 383 .2 11 253
75 384 - 460 .25 17 247
70 461 - 537 .3 24 240
65 538 - 613 .35 32 232
60 614 - 690 .4 42 222
55 691 - 767 .45 53 211
50 768 - 843 .5 66 198
45 844 - 920 .55 80 184
40 921 - 996 .6 95 169
35 997 - 1073 .65 112 152
30 1074 - 1150 .7 129 135
25 1151 - 1226 .75 149 115
20 1227 - 1303 .8 169 95
15 1304 - 1380 .85 191 73
10 1381 - 1456 .9 214 50
5 1457 - 1533 .95 238 26
0 1534 ♦ 264 0

* Payments dropped as too small to collect administratively.

This formula makes tha assessment of subsidy more equit­

able than current tabulations, to a level as close to 

equity as administrativa constraints permit. Mso, it is 

one that allows for easy and predictable alteration of 

payment amounts based on a change of circumstances, in- 

c I ud i ng:

1.

2 .
5

• *.

5 .

Change in the State's median family income;

Chanqe in the total funding for ihe program;

Change in the relative patient between age groups;

Change in the absolute payewnt amount for any par­
ticular income group;

Change in the case payment rate to day care providers.
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M o e b i u s  C o r p o r a t i o n * * i •

The specific methods for removing or reducing the problems 

with the existing formula ats as follows:

Item One: This is a change from a 10 percent subsidy cat­

agories to 5 percent catagories. This level was chosen as 

the smallest practical. A smaller figure would more equi­

tably convey the program benefits and liabilities, but 

would be administratively more difficult for the depart­

ment, contracting municipality, day care facility, and 

parent, and is consequently not likely to be cost effec­

tive.

I tern Two: Non-participation below 20 percent subsidy was

altered to participation down to 5 percent subsidy (al­

though the actual dollar sum to be subsidized may be too 

small to be warranted, and can be dropped for administra­

tive reasons).

Item Three: The use of arbitrary income eligibility fig­

ure*: has been replaced by straight line, equal income 

catagories To use the revised formula, the State needs 

only to establish the upper level of family income that is 

to receive a minimum of 5 percent subsidy of their child 

care costs. if the median family income is jhosen for 

this figure, then it can be annually calculated, even pre­

dicted with some accuracy.

Item Four: The arbitrary one-inr.re-'ent poverty weighting

has been replaced by a graduated, across the board sca'e. 

A straight-line five percent would make payments by those 

in the lowest category a higher percentage of their in­

come. In come cases it would make it more cost-effective 

to accept Aid to Families with Dependant Children than to 

work and pay the chi Id care costs, even where those ccsts 

are subsidized by DCAP.



The new formula used as an example weighting for ability 

to pay by adding responsibility for an additional 0.05 

percent of the increment of subsidy, as the income rises 

to each Income catagory.

Projected subsidy payments of the formula can be easily 

accomplished for any maximum payment levels. Budget pro­

jections can also be made, but these are contingent upon 

assumptions made about additional eligibility. Tha total 

budget projection using current payment meximums is 

$3,116,2k8. Table 20 shows the method of calculation for 

Anchorage children leading to a total of $85,508 monthly, 

or $1,026,096 yearly. $1,553 is used as tha maximum be­

cause it is the "ghost" figure that would be the maximum 

if the existing table were extended to zero percent. Us­

ing this table as a base, the Anchorage infant budget is 

projected at $529,<*72 '$1,026,096 f k05 FTE - $2,53k aver­

age x .25 infant increase • $63k ♦ 2,53k ■ $3,168 average 

infant x 10*» FTE). Since Anchorage represents k3.5 per­

cent of the statewide budget, the total statewide annual 

projected cost is $!,116.2k8 or $82,152 less than current 

DCAP budgets. Obviously, application of this would remove 

money from the participants. Adjustment of the formula 

could replace this anount, as desired by the Stale.
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Table 21

Anchorage Child Projections bv Revised Formula

Percent

Ad). Mo. 
income of 
Parent

Proposod
Subsidy

Participating
Population

FTE 
(75% of 8 
Enrolled)

Proposed
Subsidy

100 $ o - 77 264 11.8 48 $12,672
95 8 m 153 264 10.0 41 10,824
90 154 m 230 264 8.1 33 8,712
85 231 • 307 264 5.1 22 5,808
80 308 m 383 253 3.8 15 3,795
75 384 - 460 247 3.8 15 3,705
70 461 m 537 240 4.5 18 4,320
65 538 m 613 232 4.8 19 4,408
60 614 m 690 222 4.8 19 4,218
55 691 m 767 211 5.0 20 4,220
so 768 m 843 198 5.8 23 4,554
45 844 m 920 184 7.2 29 5,336
40 9?1 m 996 169 6.0 24 4,056
35 997 m 1073 152 5.3 21 3,192
30 1074 m 1150 135 3.9 16 2,160
25 1151 m 1226 115 3.1 13 1,495
20 1227 m 1303 95 2.5 11 1,045
15 1304 m 1380 73 2.0 8 584
10 1381 m 1456 50 1.5 6 300
S 1457 m 1533* 26 1.1 4 104
0 1534 ♦ 0

100.3 405 $85,508

* 1333, expanded

Calculation of costs of the new formula, assumirj that 

there was equal participation by income groups, would be 

$56,19*« monthl y for Anchorage chi Idren.x The infant 

amount for Anchorage would then be $18,070.** The total 

Anchrr.ige monthly budget is then projected to be $7<»,26<+ 

or 1891,168 annually. Since Anchorage represents <«3.5 

percent, the statewide budget would be #?,0*«8,662 or 

$1,260,738 less than the current DCAP budget. In fact, 

however, participat on is not unilorm by income catagories.

• 40S FTE childrer ♦ 20 • 20.25 FTC per income r.Magory, multiplied by
propowd subsidy amounts * 856,194.

"  56,194 ♦ 405 participants ■ $139 per child * 104 infants * $14,456 x 
.25 additional rate difference • $3,614 ♦ 14,456 * $18,070.
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