Increased Federal Funding Could
Improve Missouri’s Child Care
Assistance Program

Access to high quality, affordable childcare not only creates a solid foundation for children to thrive
but is essential to developing a strong workforce. Yet many Missouri families have difficulty accessing
child care because of its high cost or lack of availability. Like other states, Missouri provides a Child
Care Assistance Program, intended to help offset the costs of child care for working families with low
wages. However, funding restrictions have reduced the benefits of Missouri’s program.

Increased federal funding through the Child Care Development Fund provides a critical
opportunity for Missouri to improve its child care assistance program and increase access to
quality care for Missouri kids by:

+ Increasing eligibility for assistance, which is now among the lowest in the country, and

o Increasing provider reimbursement rates to promote quality and improve access.

Many families in Missouri struggle to pay for childcare. The cost of care for two children under age 5 at
a child care center in Missouri is over $16,000 annually, accounting for over 70% of the income of the
average single mother with two children.!

While Missouri provides a Child Care Assistance Program, intended to offset the costs of child care
for working families with low wages, eligibility for assistance in Missouri is among the most restrictive
nationwide.

 Missouri’s eligibility limit for assistance ends at just 138% of the federal poverty level (the equivalent
of an income of $2,389 per month for a family of three).

o This is well below the national average of 180% and lower than all neighboring states except
Nebraska.?

In addition to low eligibility levels, Missouri’s payment rates for child care providers who care for
children through the subsidized child care program are among the lowest in the nation and well below
market rates.

o In some cases, reimbursement is as low as 51% of the cost of care.’

o Child care providers are allowed to charge most parents the difference between what the state pays
and the actual cost of care, which can limit the number of children in their care who participate in
the child care assistance program. Providers may also elect not to accept children with child care
assistance at all.

Low eligibility for assistance, high out of pocket costs for parents,
and inadequate reimbursement rates contribute to a lack of access
to quality childcare for Missouri’s working families.
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Funding for Missouri’s Child Care Assistance Program

Child care assistance serves an average of 36,000 Missouri kids each month, and a total of 63,000
children each year.*

The Missouri Child Care Assistance program is supported by a combination of state and federal funding,
making it a partnership between the state and federal government. In fact, over three-fourths of the
funding to support Missouri’s program is federal, with the Child Care Development Fund serving as the
largest source of support.®

Missouri Child Care Assistance Funding
Fiscal Year 2019

State General Revenue
$33.782 million
(17.57%)

Federal Child Care
Development Funds

$113.09 million
(58.8%) State Early
__ Childhood Fund
§7.575 million
(3.94%)

Federal TANF Funds
$37.858 million
(19.69%)

Missouri Can Use Increased Federal Child Care Development
Funding to Improve Eligibility and Reimbursement

Missouri expects to receive $41 million in increased federal funding through the Child Care
Development Fund’s Congressional enhancements that can be used to bolster the child care assistance
program in the 2019 and 2020 state budget years.

This additional funding provides a critical opportunity for Missouri to invest in improvements in
eligibility, provider payment rate increases to increase access to care, and in quality improvements. In
fact, state lawmakers already approved the use of $10 million of those funds in the current year budget
(FY 2019) and directed those funds to quality improvements through enhanced trainings for providers
and supports to assist providers with accreditation.
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The Department of Social Services budget request suggested using 61% of the total increased funding for
rate increases for providers, with the remainder being directed at quality improvements.

Increased CCDF Funds Focused on Quality Initiatives, Rate Improvements
DSS Recommendations for $41 Million Expected Increase

Rate Simplification & Increases

Voluntary Quality (61%)

Rating System Pilot
(10%) —

Professional Development &
Trainings
(3%)
Child Development
Associate Program
(7%)

Infant & Toddler
Specialist Network

- \
Mini-Grants to Support Provider / | Mental Health (4%)

Accreditation Background Screenings CCEB Consultation
(2%) 8% (1%) (4%)

At the same time, the Department of Social Services is transitioning to an electronic time and reporting
system for providers. That transition is expected to save up to $15 million annually, which could be rein-
vested to further bolster Missouri’s Child Care Assistance Program through increases in eligibility.

For each $750,000 in additional funding that the state invests, eligibility levels could be increased by one
percentage point. So, a $15 million increase could lift Missouri’s very low eligibility cut-off of 138%
FPL to 158% FPL - much closer to the national average.

Risks Due to Lingering State Budget Problems and TANF
Reauthorization

In addition to the Child Care Development Fund, Missouri also relies on federal TANF (Temporary
Assistance for Needy Families) funding and state General Revenue to support child care assistance.
Dynamics at both the state and federal level place those two funding sources at risk, requiring advocacy
among those who care about child care and early education.
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Specifically, the United States Congress is beginning to consider reauthorization of TANF, which is
expected to occur in 2019. A recent Congressional proposal for that reauthorization would have created
new restrictions resulting in the loss of $100 million in federal TANF funding for Missouri - or nearly
50% of Missouri’s TANF funding. Though that proposal does not appear to be moving forward, Missouri
child advocates will need to be vigilant in their review of additional TANF proposals in 2019.

At the same time, the continued implementation of the 2014 tax cuts in Missouri will make it more
difficult each year to meet inflationary needs, and will continually place pressure on lawmakers to make
reductions in services.
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Missouri also provides a limited transitional benefit for families up to 215% of the federal poverty
level. However, to be eligible for the transitional benefit, families are required to first enter the
program with incomes below 138% of poverty. As a result, the transitional benefit assists few
families. For example, while 36,107 total children were served through the program in June of
2018, only 1,333 of those children were served through the transitional assistance program. See:
Missouri Department of Social Services, Childrens Division, Early Childhood and Prevention
Services Section. (June 2018). Child Care Monthly Management Report

3. National Women’s Law Center. (2018). Overdue for Investment: State Child Care Assistance Policies
2018

4, Missouri Budget Project. (January 2018). Child Care Assistance.
5. Budget figures reflect State Fiscal Year 2019, which began on July 1, 2018. The budget numbers
can be found in House Bill 2011, the state legislation enacting the annual budget for the

Department of Social Services, approved by the Missouri General Assembly in May 2018. The bill
is available online at: https://house.mo.gov/billtracking/bills181/hlrbillspdf/2011H.06T.pdf.
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