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CALIFORNIA’S SUBSIDIZED CHILD CARE CENTER FUNDING CRISIS

California’s system of subsidized child care programs for low income working families relies on
several hundred school and community-based child care centers that contract with the state to
provide care and early education to children ages 0 through 13.

In recent years, child care directors have argued that state funding Ietjels are too low to permit
them to hire and retain qualified staff and maintain program quality.* While a number of child
care programs have been able to supplement their budgets with local school district
discretionary funds or with private fundrajsing, program directors consider these to be
unreliable sources of long-term financing.? Recently, a number of child care program dirgctors
have turned down expansion opportunities, citing insufficient state reimbursement rates=? In
light of these developments, this paper explores whether the state funding rate for child care is
really insufficient.

The funding subsidize[ji centers receive is a product of their days of operation and the number
of children they serve.* The standard reimbursement rate (SRR) is th&maximum daily per-child
paymeﬁt that subsidized child care center-based programs may earn.5 The SRR for 2000-01 is
$26.62.5° An examination of the recent history of the SRR supports the claim that rates have not
kept pace with inflation (Figure 1 and Appendix). At several points — coinciding at times with
severe state budgetary pressures — the Legislature provided either no cost of living adjustment
(COLA) to subsidized child care programs, or a smaller adjustment than the rate of inflation or

Figure 1: The Standard Reimbursement Rate (SRR) Would Be 25 Percent Higher if Full Cost of
Living Adjustments Had Been Provided Over 20 Years
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the increase provided to basic K-12 education aIIocations.I;I

Even with the substantial increase provided as part of the 2000-01 budget agreement, the
purchasing power of the 2000-01 SRR remains 16 percent lower than in 1981-82. If the SRR had
been adjusted by COLAs provided to basic K-12 education allocations over the 20-year period,
it would be 25 percent higher than its 2000-01 level ® For a classroom af 24 children in operation
for 250 days, this represents a difference of $40,200 in annual revenues.

High quality child care advances the state’s school readiness goals. Though no comprehensive
assessment of California’s subsidized child care centers has been done, examinations of model
child development programs in other states have found significant benefits, including enhanced
academic achievement and intellectual development among participating children from
disadvantaged backgrounds.®* To enable state subsidized child care centers to maintain quality,
the SRR should be increased to keep pace with inflation. If child care programs had received
the same cost of living adjustment provided to the basic allocation for K-12 education (revenue
limits), funding levels would be approximately $178 million higher in the current budget year,
roughly equal to 6 percent of the 2000-01 total state child care budget.

Append e d Care andard Re D eme Rate Comparead e Califo a
onsumer Price Ingex and COL As Proviged {0 Ba K Allocation Revenue Lim
State Child Care| Actual Child | California |SRR if Adjusted| Revenue | SRR if Adjusted by the
Fiscal Year| COLA Care SRR CPI by the CPI Limit COLA| Revenue Limit COLA

1981-82 6.00% $16.28 10.8% $17.01 7.90% $16.57
1982-83 0.00% $16.28 2.3% $17.40 0.00% $16.57
1983-84 6.00% $17.26 3.6% $ 18.03 8.00% $17.90
1984-85 4.00% $17.95 4.9% $18.92 6.02% $18.98
1985-86 4.00% $ 18.67 4.0% $ 19.68 6.19% $20.15
1986-87 1.00% $ 18.85 3.3% $20.32 5.49% $21.26
1987-88 0.00% $ 18.85 4.2% $21.17 2.54% $21.80
1988-89 4.10% $ 19.62 4.9% $22.20 4.10% $22.69
1989-90 4.64% $ 20.53 5.0% $ 23.32 4.64% $23.74
1990-91 3.00% $21.15 5.3% $ 24.57 4.76% $ 24.87
1991-92 0.00% $21.15 3.6% $ 25.46 4.69% $ 26.04
1992-93 0.00% $21.15 3.2% $ 26.28 2.74% $ 26.75
1993-94 0.00% $21.15 1.8% $26.74 1.92% $27.27
1994-95 0.00% $21.15 1.7% $27.20 3.23% $ 28.15
1995-96 2.73% $21.73 1.4% $27.59 2.73% $28.92
1996-97 3.21% $22.43 2.3% $ 28.23 3.21% $ 29.85
1997-98 5.28% $ 23.61 2.0% $28.80 2.65% $ 30.64
1998-99 3.18% $ 24.36 2.5% $29.52 3.95% $31.85
1999-00 1.41% $24.71 3.1% $30.44 1.41% $32.30
2000-01 7.73% $ 26.62 3.9% $31.62 3.17% $33.32
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