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The Honorable Edward M. Kennedy
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United States Senate
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Chairman, Subcommittee on Children and Families
Committee on Health, Education, Labor and Pensions,
United States Senate

The Honorable Jack Reed
United States Senate

The demand for child care has increased dramatically in the past several
decades as the number of mothers who work outside the home has grown.
Welfare reform has further increased this demand. To support low-income
parents moving into the workforce, welfare reform established the Child
Care and Development Fund (CCDF). In fiscal year 2000, states spent $5.3
billion in federal CCDF to subsidize child care for low-income families.
Out of concern for the quality of care supported by CCDF funds, welfare
reform legislation also required states to set aside at least 4 percent of the
total grant to improve the quality and availability of child care. Department
of Health and Human Services (HHS) regulations provide examples of
allowable activities, such as providing child care providers with financial
incentives for meeting state and local standards, improving the
compensation of child care staff, and offering resource and referral
services. However, the regulations do not limit states’ use of funds to these
activities; rather, the fund’s block grant structure allows states
considerable flexibility in choosing appropriate quality and availability
improvements to pursue.

As Congress considers the CCDF’s structure and funding level in
preparation for reauthorization in 2002, interest has increased in the types
of quality improvement initiatives 4 percent set-aside funds are supporting,
the estimated percentage of federal and state funds being spent on such
initiatives, and the extent to which states are assessing the initiatives’
effects. Accordingly, in preparation for CCDF’s reauthorization, you asked
us to examine (1) what quality improvement initiatives states have
undertaken with the 4 percent set-aside and other funding sources and (2)
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what evidence has been gathered, if any, about the effectiveness of states’
initiatives.

To determine what initiatives states have conducted, we surveyed CCDF
lead state agencies in the 50 states and the District of Columbia about the
use of CCDF and other funds in fiscal year 2000. We received responses
from 42 states. We asked them to classify their quality improvement
initiatives into nine general categories, which include the major activities
identified in the law, HHS’s regulations, and in the child care literature and
to identify the funding sources for each initiative category and the amount
spent. We also conducted case studies of five states—California,
Massachusetts, South Dakota, Tennessee, and Wisconsin—to gather data
that would amplify information on states’ initiatives collected by the
survey. We selected states that were diverse geographically and in
population density and that represented a variety of child care quality
improvement initiatives. We also considered the state’s income
distribution, licensing caseloads, use of Temporary Assistance for Needy
Families funds and whether state licensing requirements reflected child-to-
staff ratios recommended by national child care accrediting bodies. To
examine the evidence of effectiveness, we asked state lead agencies for
evaluations of their initiatives, contacted HHS and researchers regarding
their work, and assessed the evaluations we identified. We also reviewed
major summaries and methodological critiques of the research literature
on child care quality. Appendix I provides additional details about our
scope and methodology. We conducted our work between December 2001
and June 2002 in accordance with generally accepted government auditing
standards.
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Results in Brief

Using primarily the 4 percent quality set-aside, states reported undertaking
a variety of child care quality improvement initiatives, such as training
caregivers, raising the compensation of caregivers, referring parents to
child care providers, and efforts to enhance the safety of child care
facilities, as shown in the figure below. State officials in the five case study
states cited several factors that influenced the initiatives states undertook,
including the perspective of the governor or state legislature about high
quality care, recent events in the child care community and previous
research.

Figure 1: State Expenditures for Quality Improvement Initiatives in Fiscal Year 2000

Resource & referral

2%

On-site caregiver training

Incentives for accreditation

Safety equipment/improvement

Off-site caregiver training

Caregiver compensation

All other activities

Meeting state standards

Enhanced inspections

Source: GAO analysis of GAO survey data.

The majority of states reported expenditures exceeding the 4 percent set-
aside’s minimum requirement. Among the 34 states that tracked the type of

Page 3 GAO-02-897 Child Care Quality Improvement Initiatives



Background

provider targeted, child care centers received over two-thirds of
expenditures on quality initiatives that distributed funds and resources to
providers, while less than a third of such expenditures went to family child
care or after-school care.

While few states have evaluated the effects of their quality improvement
initiatives on children’s development, some studies provide useful findings
about them. Officials in four of five states we talked to explained that
states must make trade-offs between serving more families and conducting
evaluations of their own quality improvement initiatives. Out of the
handful of state-sponsored studies, a few had study designs that isolated
an initiative’s effect and survey response rates that provided reliable
estimates. The research on child care quality does not evaluate initiatives
as actually implemented by states, but a few studies, using rigorous
methods, show that some of the attributes of child care quality that these
initiatives address, such as caregiver qualifications, are linked to children’s
social, emotional and cognitive development. To provide states with
rigorous research evidence about how to modify ongoing initiatives or
invest in new ones, we are recommending that HHS include selected state
quality improvement initiatives in a major impact evaluation of state child
care subsidy strategies.

Child care services are supplied by providers operating in varied settings:
in center care, a child is cared for in a nonresidential setting and in family
child care, a child is cared for in the home of a provider. Child care centers
provide care outside of the home, but family child care is provided to a
small number of unrelated children—typically fewer than six—in a
provider’s home. Some child care centers and family child care homes also
offer school-aged care for children before and after school. (See table 1.)
Generally, children in center-based care and family child care have not yet
started school and after-school care is offered to children in kindergarten
through age 12.

|
Table 1: Types and Descriptions of Child Care Providers

Type of provider Description®
Child care center  Care typically provided for 12 or more children in a nonresidential

facility.
Family child care  Care provided for a small group of children in a provider's home.
Informal care Legally operating care given by adults, including relatives and

friends and usually unregulated.

“Table 1 provides a general description of different types of child care providers. In actuality, states
define child care differently and have different licensure and regulatory requirements.
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Source: U.S. General Accounting Office, States Increased Spending on Low-Income Families,
GAO-01-293 (Washington, D.C.: Feb. 2, 2002) and Implications of Increased Work Participation for
Child Care, GAO/HEHS-95-75 (Washington, D.C.: May 29, 1997).

Research on child care quality identified two broad sets of attributes that
pertain to quality in all child care settings: structural attributes of the child
care environment and children’s daily interactions with their caregivers.
Structural attributes of child care include characteristics such as child-to-
staff ratios, the number of children per caregiver in a classroom; group
size, the number of children assigned to a team of caregivers in a
classroom; caregiver formal education; caregivers’ specialized training;
caregiver wages; staff turnover; the amount of floor space per child; and
health and safety features, such as frequent staff and child hand washing.
Child-caregiver interactions refers to actual experiences that occur in
child care settings, and include such attributes as caregiver sensitivity and
responsiveness, caregiver participation in children’s play and learning
activities, and language stimulation by caregivers.

State and local governments are responsible for the oversight of child care
providers that operate in their state. Each state establishes its own child
care standards, determining the areas and types of providers that the
standards will cover and the specific criteria that will be used to determine
provider compliance. Most child care providers are required to meet a
state’s standards to obtain a license to operate legally in a state. State child
care standards primarily focus on the structural attributes of care.

States can turn to organizations such as the National Association for the
Education of Young Children (NAEYC) and the Maternal and Child Health
Bureau (MCHB) in HHS’s Public Health Service that have developed
standards based on research and professional practice. NAEYC, the
nation’s largest association of early child professionals, was formed to
improve professional practice in early childhood care and education and
increase public understanding of high quality early childhood programs.
NAEYC also accredits, through a voluntary system, early childhood
centers and schools. In 1998, we reported that state licensing standards
varied in the extent to which the standards reflected those of NAEYC and
MCHB. For example, we found that only two states had standards for
caregiver education and training that matched NAEYC standards.
Typically, state standards tended to require significantly fewer years of
education than the standards set by NAEYC. Thus, to achieve
accreditation by a national accrediting body, child care providers may
have to meet higher standards than those they would meet to obtain and
keep a state operating license.
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CCDF Structure and
Spending Requirements

Title I of the Personal Responsibility and Work Opportunity Reconciliation
Act of 1996 (PRWORA) overhauled the nation’s welfare system by
replacing the legal entitlement to cash assistance under the previous
welfare program with the Temporary Assistance for Needy Families
(TANF) block grant. Title VI of PRWORA amended the Child Care and
Development Block Grant Act of 1990 (CCDBG) and combined CCDBG
funds with the funding of three other federal child care programs. HHS
named the combined set of funds the CCDF.

Each state receives an annual CCDF allocation composed of funds from
three separate funding streams: discretionary, mandatory and matching.
Assessing the portion of CCDF funds states spend on quality improvement
is complicated to some extent by the distinct set of rules covering each
stream that determine the time period allowed for obligating and spending
the funds. (See table 2.)

____________________________________________________________________________|
Table 2: Rules for Obligating and Spending Funds in the CCDF Funding Streams

Time period for obligating

Funding streams funds Time period for spending funds

Discretionary Within 2 fiscal years aftera  Within 3 years after a grant award
grant award

Mandatory To receive CCDF matching  Available until spent

funds, within the fiscal year
of a grant award

Matching Within the fiscal year of a Within 2 years after a grant award
grant award

Each state receives a share of the total amount of money in the
discretionary funding stream, which is determined each year by the
congressional appropriations process. A state’s share of discretionary
funds is based on a formula stipulated in the statute. A state must obligate
discretionary funds within 2 fiscal years after a grant award and spend the
funds by the end of the following fiscal year.

A state’s share of mandatory funds is based on the amount of funds the
state received from a set of federal child care programs in a base year.
Mandatory funds are available until they are spent. However, to receive
federal matching funds, a state must obligate all mandatory funds by the
end of the fiscal year in which they were awarded; maintain program
spending of state funds at a specified level, referred to as a state’s
maintenance of effort (MOE); and spend additional state funds above that
level. States may spend more of their own funds on child care than the
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amount actually accounted for under CCDF’s MOE and matching
requirements. Federal and state matching funds must be committed by the
end of the fiscal year in which they are received and spent by the end of
the following fiscal year.

Finally, funds transferred from the TANF block grant represent an
additional source of funds for the CCDF. PRWORA allowed states the
flexibility to transfer up to 30 percent of TANF funds to the CCDF.
Transferred TANF funds are treated as part of the discretionary funding
stream and are subject to CCDF rules.

States must spend at least 4 percent of their CCDF funds—of
discretionary, mandatory and matching, but not of state MOE funds—for a
given fiscal year on activities intended to improve the quality and
availability of child care. Specifically, the law requires that states use at
least 4 percent of these funds for activities to provide comprehensive
consumer education to parents and the public, activities that increase
parental choice, and activities designed to improve the quality and
availability of child care. As stated earlier, HHS, through its regulations,
has provided illustrative examples of activities designed to improve the
quality of child care. In addition, the regulations permit other expenditures
that are consistent with the intent of the regulation. This provision of
PRWORA is known as the 4 percent set-aside. Congress also has
earmarked money in CCDF’s discretionary fund for resource and referral
services and school-age care, infant and toddler care and quality-related
activities. Any funds expended for the activity beyond the designated
earmarks can be used to meet the 4 percent set-aside requirement.
Earmarked funds must be tracked and reported separately from 4 percent
set-aside expenditures. For fiscal year 2001, Congress provided
$19,100,000 for the resource and referral services and school-age care
earmark, $100,000,000 for the infant and toddler earmark, and $172,600,000
for the quality-related activities earmark.' These earmark amounts were
continued for fiscal year 2002. HHS guidance for expenditure of the
quality-related activities earmark includes activities similar to those
approved for the 4 percent set-aside, but covers additional suggestions

1Congress specified that $1,000,000 of the earmark for resource and referral services and
school-age care be used for a hotline to be operated by Child Care Aware. Child Care
Aware is a national toll-free child care consumer telephone hotline and web-site operated
by the National Association of Child Care Resource and Referral Agencies, through a
cooperative agreement with the Child Care Bureau in the Department of Health and Human
Services.
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such as specific health activities, special needs child care and activities
that support cultural diversity.

Methodology

Framework for Analyzing
States’ Quality Improvement
Expenditures

To encompass the broad range of quality improvement initiatives that
states are undertaking, including those allowed by the 4 percent set-aside
provision and HHS’s regulations as well as strategies suggested in child
care quality research and practice, we developed a framework for
describing the initiatives and analyzing states’ expenditures on them. To
assess evidence on the effectiveness of states’ initiatives that has been
developed in the research community, we developed criteria for data and
research quality that reflect GAO’s methodological standards and those of
the broader policy research community.

The CCDF 4 percent set-aside provision and HHS regulations specify
several types of activities for which quality improvement funds may be
expended but also allow states the discretion to include other activities.
HHS also requires states to report total expenditures of 4 percent set-aside
funds annually but does not require separate reporting for the quality
improvement initiatives the states undertake. Thus, to examine states’
quality improvement expenditures, we developed a framework to guide
data collection and analysis. Beginning with examples of the allowable
activities included in the 4 percent set-aside provision and HHS
regulations, we specified nine categories to characterize states’ initiatives.

The categories are based on several sources. (See table 3.) Most
categories—caregiver compensation, meeting state standards, safety
equipment or improvement, caregiver education and training and resource
and referral—are based on examples in the law and regulations. Because
our analytic framework includes the full range of states’ quality
improvement initiatives, including those funded by sources other than
CCDF, we identified additional categories based on child care quality
literature. On-site training and enhanced inspections were included as
categories based on the Department of Defense’s child development
program, which has been widely recognized as a model of high quality
care.” Incentives for achieving accreditation or exceeding standards is a

®Recent studies of the military child care program include Gail L. Zellman and Susan M.
Gates, Examining the Cost of Military Child Care (Santa Monica, Calif.: RAND, 2002),
http://www.rand.org/publications/MR/MR1415/ and Gail L. Zellman and Anne S. Johansen,
Examining the Implementation and Outcomes of the Military Child Care Act of 1989 (Santa
Monica, Calif.: RAND, 1998), http://www.rand.org/publications/MR/MR665
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category based on several studies of child care quality improvement
strategies that look beyond the scope of activities cited in the law. The
final category for other quality-related activities included initiatives that
may be unique to a state and those that may foster the availability of high
quality care, such as strategies that provide consumer education or
increase parental choice. Because activities to provide comprehensive
consumer education to parents and the public and increase parental
choice were not included among the activities noted by the law or HHS
regulations as designed to improve child care quality, we did not include
these activities in our framework. However, states were free to report
these or other quality-related activities when they construed them as such.

__________________________________________________________________________________________________________________|
Table 3: Categories Used to Describe States’ Child Care Quality Improvement Initiatives

Initiative Basis Description

Caregiver compensation CCDF regulations Funding for caregivers or providers to increase caregivers’ salary
or benefits

On-site training Military child development program  Funding for training of caregivers provided at employment site

Meeting State Standards =~ CCDF regulations Funding for the purpose of helping providers meet state
standards and consequently become licensed

Safety equipment or CCDF regulations Funding for the purpose of helping providers improve safety

improvement

Incentives for accreditation Literature on child care quality and Funding to encourage providers to meet some higher standard

or exceeding standards CCDF regulations

Caregiver education or CCDF regulations Funding for caregivers to receive training or education, often in

training child development or health and safety; may include
scholarships, funding of class at a community college, or other
training not at the caregivers’ place of employment

Resource and Referral CCDBG Act and CCDF regulations  Funding for parent and provider support, including activities to

Activities help parents find a provider, coordination of caregiver training,
provision of materials and training to caregivers, or provision of
technical assistance to caregivers

Enhanced Inspections Military child development program  Funding to increase the frequency of inspections of child care
providers, increase the scope of the inspections, or decrease
inspector caseload

Other quality-related CCDBG Act and CCDF regulations  Funding for other state-initiated activities

activities

Methods for Evaluating the
Effectiveness of States’ Quality
Improvement Initiatives

Source: GAO analysis.

Prior to and since CCDF'’s creation, a large body of research on child care
that included an analysis of its effects on children’s development has been
accumulating. In 1990, the National Research Council assessed this
research, focusing on the costs, effects and feasibility of child care policies
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and programs.’ As part of this assessment, the council concluded that child
care quality is linked to children’s development. The council emphasized
that it would be important for future research to examine exactly how the
various components of quality affected children’s development, what
magnitude of improvement in development could be expected from
measured improvements in quality and, most importantly, whether the
quality of child care has an effect on children’s development that is
separate from that of family characteristics.

Noting that studies using random assignment of children to differing child
care arrangements of varying quality provide the most rigorous evidence
of whether child care quality has an effect that is separate from family
characteristics, the council also found that random assignment had been
used rarely in studies of community-based child care settings. Pointing out
the contributions of experimental designs, the term given to studies that
employ random assignment, to research on early interventions for children
from disadvantaged families, the council urged that experimental designs
be used in future research on child care quality. Other reviews of the
research on child care quality, while agreeing on the importance of looking
at the effects of child care quality separately from the effects of family
characteristics, acknowledged the practical difficulties of random
assignment and recommended an alternative approach that uses advanced
statistical methods and a comparison group, an approach known as quasi-
experimental design.’ In conducting our assessment of research on the
effectiveness of states’ quality improvement initiatives, we also used the
criterion that to determine a program’s effect, an evaluation should
employ an experimental or quasi-experimental design. Appendix I
provides additional details about these designs and our complete scope
and methodology.

The National Research Council is the principal operating body of the National Academy of
Sciences, the National Academy of Engineering and the Institute of Medicine. It operates
under a charter granted by Congress, to advise the government, the public and the
scientific and engineering communities about scientific and technical matters. The National
Academies of Science and Engineering are private, nonprofit societies of scholars in the
fields of science and engineering. The Institute of Medicine is an association of eminent
members of the professions pertaining to public health who advise on medical, research
and educational issues.

*An experimental design requires random assignment of study participants to a group that
is receiving services and to a control group that is not. A quasi-experimental design does
not require random assignment, but does require statistical controls for factors other than
the program that may have influenced the outcome. See appendix I for a discussion of
these research methods and considerations in their use.
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States Undertook a
Variety of Initiatives,
Primarily Using the
4 Percent Set-Aside

Using primarily the 4 percent quality set-aside, states reported undertaking
a variety of child care quality improvement initiatives, such as efforts to
train caregivers, raise the compensation of caregivers, and enhance the
safety of child care facilities. State officials in the five case study states
cited several factors that influenced the initiatives they undertook,
including state legislators’ perspectives on what constitutes quality care,
recent events in the state child care community, evaluations, and other
previous research. While states are required to spend 4 percent of the
CCDF on quality, the majority of states reported quality expenditures in
excess of this minimum requirement. Among the 34 states that tracked the
type of provider targeted, child care centers received over two-thirds of
those quality expenditures distributed to providers, while less than a third
of such expenditures went to family child care or after-school care.
Because initiatives that distributed funds to providers constituted 54
percent of states’ expenditures for quality improvement, expenditures
devoted to centers represented about 39 percent of states’ total reported
expenditures for quality improvement

Resource and Referral
Predominates in States’
Quality Improvement
Expenditures

States reported undertaking resource and referral activities more than any
other initiative. (See fig. 2.) Resource and referral services are identified in
the CCDBG Act as an example of activities for which states may make
expenditures for quality improvement. Two of the states we visited
described the use of resource and referral agencies to deliver technical
assistance to providers. In South Dakota, the state’s five resource and
referral agencies provided child care providers with technical assistance
needed to meet regulatory requirements. In Massachusetts, the child care
agency used resource and referral agencies to assist providers in caring for
children with special needs, such as a child with a disability. In
collaboration with the state’s Department of Public Health, the
Massachusetts child care agency developed a consultation program for
special needs children. Consultation program representatives helped
resource and referral agencies understand what a child’s needs were when
placing the child with a provider. Three states described the use of
resource and referral agencies as a vehicle for training. The South Dakota
and California child care agencies used resource and referral agencies to
deliver all training for child care providers. In Massachusetts, the state’s
resource and referral agencies trained providers in using the Early
Childhood Environment Rating Scale for self-assessments of quality, in
using information technology and in early literacy. Providers who then
implemented early literacy initiatives for their staff were offered rate
increases.
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Initiatives received different proportions of total reported expenditures for
quality improvement, using all funding sources.” In addition to being the
most frequently undertaken, states reported that resource and referral
activities received a larger share of reported expenditures on quality
improvement than did any other initiative, about 20 percent of all
expenditures. (See fig. 3.)

Figure 2: Percentage of States that Reported Undertaking Nine Categories of
Initiatives

100  Percent
90
80
70
60
50
40

30

20

Catagories

Source: GAO analysis of GAO survey data.

"These differences may be explained by the number of states undertaking the initiative or
the amount of money individual states allocated to a particular initiative, which in turn
reflects the state’s size, available funds and priorities regarding child care quality.
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Figure 3: States’ Reported Expenditures for Each Initiative, Fiscal Year 2000

Resource & referral

2%

On-site caregiver training

Incentives for accreditation

Safety equipment/improvement

Off-site caregiver training

Caregiver compensation

All other activities

Meeting state standards

Enhanced inspections

Note: The term fiscal year refers to the federal fiscal year.

Source: GAO analysis of GAO survey data.

States reported undertaking several initiatives to improve caregiver
qualifications and compensation. Eighty-two percent of the states funded
an off-site caregiver training initiative. One example is the Teacher
Education and Compensation Helps (TEACH) program, which provides
caregivers with scholarships to attend college classes related to child
development. TEACH began in North Carolina and has been replicated in
17 states. One-third of the states undertook initiatives to improve caregiver
compensation through increased wages or benefits. For example, child
care officials in Massachusetts use Quality Awards to reward child care
staff and family child care providers with one-time bonuses for excellence
in their work. A similar number of states reported funding on-site
caregiver training, which provides caregivers with training and education
opportunities at their place of employment. Officials in Wisconsin
reported funding caregiver training for increased safety in family child

Page 13 GAO-02-897 Child Care Quality Improvement Initiatives



care homes. Taken together, these initiatives received about 25 percent of
the expenditures states reported.

Most states also reported undertaking initiatives to assist providers in
meeting state standards and to reward providers for exceeding state
standards. Thirty of the 42 responding states reported providing funding to
assist child care providers in meeting state licensing standards, such as
California’s provision of funding to assist child care providers with health
and safety standards and a variety of training requirements. Additionally,
29 of the 42 responding states reported funding safety improvements. For
example, South Dakota’s health and safety funding offers child care
providers up to 75 percent of the cost of safety equipment, such as
windows designed to provide an escape route in the event of an
emergency. Over half the states reported providing incentives for child
care providers to become accredited or exceed state standards. Under its
child care program, Wisconsin did so by setting the maximum
reimbursement rate for providers that met accreditation standards, which
exceed licensing standards, 10 percent higher than the regular
reimbursement rate.’ Initiatives to assist providers in meeting state
standards received about 13 percent of states’ reported quality
improvement expenditures. However, although many states reported
funding safety improvements and offering incentives for accreditation or
exceeding standards, these initiatives received the smallest shares of
funding.

Half the states reported initiatives devoted to enhancing inspections of
child care facilities, either by increasing the frequency or the thoroughness
of such inspections. Although less commonly reported than several other
initiatives, these inspection efforts received the second largest proportion
of quality funds.

Finally, over half the states reported undertaking initiatives in the all other
activities category. These included consumer education campaigns and
improvement of the quality and availability of care for special populations,
such as infants, toddlers, and children with special needs. California, for
example, reported funding a variety of other activities including school-
age curriculum and material development and a program for infant/toddler
caregiver training coordinators.

fSee Background for a discussion of how standards for licensing and accreditation may
vary.
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The CCDF 4 percent set-aside funded nearly half of all state-reported
expenditures on quality. (See fig. 4.) State funds were the next largest
funding source, constituting almost one-third of all expenditures on quality
improvement initiatives. States also made use of earmark funds, additional
CCDF funds, and money available from TANF. Though some states did
make use of funds available from private foundations and other sources,
this constituted a negligible proportion of the total.

Figure 4: States’ Reported Expenditures from Each Funding Source, Fiscal Year
2000

CCDF 4 percent set-aside

6%
TANF

Additional CCDF

> 4 CCDF earmarks
48%

State funds

Source: GAO analysis of GAO survey data.

State Officials Attributed
Quality Improvement
Decisions to Two Key
Factors

The views of state officials in both the executive and legislative branches
of state government are considered in the allocation of federal and state
child care funds for quality improvement. Officials in four of the five states
we visited cited the views of state officials and previous research as two
key factors in their selection of initiatives. In four states, decisions on how
child care funds are allocated among the various quality initiatives are
determined through the legislative process. For example, in
Massachusetts, the state legislature’s perspective and previous research
were cited as reasons that most quality initiative funds were devoted to
caregiver compensation. Officials we spoke with said the state legislature
supported early literacy, which led officials to offer rate increases to
providers that implemented early literacy initiatives. In addition, research
led state officials to believe that improving caregiver compensation would
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increase child care quality.” Therefore, these rate increases were meant to
enable providers to improve caregiver compensation. (See fig. 5.)

Figure 5: Massachusetts’s Expenditures on Quality Improvement Initiatives, Fiscal
Year 2000

Caregiver compensation

Meeting state standards

Resource and referral
Source: GAO analysis of GAO survey data.

Officials in Tennessee explained that several factors—recent events in the
child care community, the state legislature’s perspective, and research—
influenced the state’s emphasis on enhanced inspections. The Tennessee
lead agency director told us that in 1999, the accidental deaths of two
children in a child care van prompted the legislature to focus on quality
improvement initiatives. Subsequently, Tennessee instituted a policy of
criminal background checks and an increase in the number of
unannounced inspections of child care facilities. Tennessee’s distribution
of funds emphasized this focus on inspections, as seen in figure 6.
Tennessee now conducts six unannounced inspections of each facility per

"In Who Cares for America’s Children, the National Research Council reviewed research
showing that children, especially very young children, need enduring and consistent
relationships with a caregiver. Yet, a significant number of caregivers at child care centers
leave in a given year. Massachusetts’s recent study of caregiver recruitment and retention
in the state confirmed the findings of other studies that caregivers who receive low wages
are difficult to retain.
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year.® In addition, Tennessee officials consulted research on child care
quality to inform their decisions but did not sponsor evaluation, pointing
to the trade-off between funding evaluations and direct services to
improve quality.

Figure 6: Tennessee’s Fiscal Year 2000 Expenditures on Quality Improvement
Initiatives

1%
‘ Meeting state standards

Off-site caregiver education

Enhanced inspections
Source: GAO analysis of GAO survey data.

Wisconsin officials told us that research and gubernatorial proposals
influenced the selection of a range of quality improvement initiatives. State
officials said they analyzed data on quality improvement programs, and
consulted experts in the child care field. The state legislature and the
governor also influenced priorities. For example, in January 1999, the
governor put forth a proposal to direct $15 million into an Early Childhood
Excellence Commission to develop high quality child care in low income
neighborhoods.

STennessee changed the licensing requirement from one unannounced inspection to six
unannounced inspections per year and increased the licensing staff from about 80 to 159.
Licensing staff’s caseload is now about 35 facilities per full time staff person. Child care
officials estimated they have spent about $6 million over 2 years on increased inspections,
which are performed for all licensed providers.
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In South Dakota, the decision to emphasize resource and referral agencies
was guided by previous research and the governor’s perspective. State
officials relied on existing child care quality research for making choices
about how to improve quality because they believed that sponsoring
evaluations would be too resource intensive. On the basis of previous
research findings, state officials believed training caregivers to be the
central mechanism through which child care quality could be improved.
After obtaining the governor’s support, child care officials directed
funding to resource and referral centers to train caregivers. (See fig. 7.)

Figure 7: South Dakota’s Fiscal Year 2000 Expenditures on Quality Improvement
Initiatives

1%
| Safety equipment/improvement

’ Off-site caregiver training

85% o Resource and referral

Source: GAO analysis of GAO survey data.

By contrast in California, officials in the Department of Education, the
CCDF lead state agency in that state, said that they have more discretion
than other states in deciding which quality initiatives to fund. According to
these officials, because the California Department of Education has its
own constitutional officer, who is independent of the governor, California
child care officials have more autonomy in their selection of initiatives.
Department of Education officials explained that the department’s
priorities—health and safety, best practices in early development and
learning, and professional development—influenced the selection of a
range of quality improvement initiatives.
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Most States Spend More
Than 4 Percent on Quality
Improvement

While HHS requires that states spend at least 4 percent of the CCDF on
quality improvement, the majority of states reported expenditures for
quality in excess of this minimum requirement in fiscal year 2000. In fact,
in that year, 23 of 42 states reported expenditures representing 8 percent
or more of the CCDF on quality related activities. We estimated that the
percentage of the CCDF expended on quality ranged from 3 percent in
California, Idaho and New Mexico to 38 percent in Kansas. (See table 4.)

These reported expenditures are a snapshot of states’ expenditures for
quality improvement in fiscal year 2000. Because of the distinct set of rules
covering each of CCDF'’s three funding streams, expenditures in that year
by an individual state may have drawn on funds available from CCDF

grants made in fiscal years 1998, 1999, or 2000. The percentage

expenditure of funds from a particular fiscal year’s grant cannot be
determined definitively until time limitations on all funding streams have

expired.’

____________________________________________________________________________|
Table 4: States’ Reported CCDF Quality Improvement Expenditures in Fiscal Year

2000
Percentage
State reported expended based
CCDF quality Average CCDF on state report of
State’ expenditures grant’ expenditures®
Alabama $4,725,482 $77,493,201 6
Alaska 2,198,373 23,327,524 9
Arizona 6,197,000 88,131,425 7
Arkansas 1,998,221 33,560,449 6
California 20,700,000 639,666,033 3
Colorado 1,509,043 39,379,887 4
Delaware 871,830 11,186,263 8
Georgia 6,683,969 131,333,851 5
Hawaii 1,758,003 20,180,147 9
Idaho 967,425 34,699,953 3
lllinois 22,500,000 211,895,440 11
Kansas 14,315,739 37,897,643 38
Kentucky 2,670,451 74,719,865 4
Louisiana 6,349,109 109,582,724 6
Maine 4,080,000 17,754,746 23
Maryland 29,011,806 101,462,889 29
Massachusetts 15,498,039 171,959,431 9

’See Background for a description of the funding stream rules.
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State reported

Percentage

expended based

CCDF quality Average CCDF on state report of
State’ expenditures grant’ expenditures®
Michigan 14,662,330 178,511,186 8
Minnesota 8,124,224 79,371,131 10
Mississippi 1,770,041 48,674,596 4
Missouri 14,360,255 84,871,476 17
Montana 1,414,227 18,137,917 8
Nebraska 3,000,000 25,634,209 12
New Hampshire 1,169,031 11,343,569 10
New Jersey 10,700,000 175,379,185 6
New Mexico 1,119,790 40,719,569 3
North Carolina 9,520,719 179,122,483 5
North Dakota 1,404,790 7,311,957 19
Ohio 13,446,256 170,661,715 8
Oklahoma 3,500,000 82,646,909 4
Oregon 4,262,400 41,411,987 10
Pennsylvania 12,556,326 193,953,622 6
South Carolina 2,204,027 44,374,421 5
South Dakota 1,408,042 9,727,797 14
Tennessee 11,593,876 120,436,809 10
Texas 15,183,207 288,255,772 5
Utah 4,100,000 33,632,252 12
Vermont 1,613,691 14,941,847 11
Virginia 5,557,225 91,906,307 6
Washington 9,317,551 162,038,398 6
Wisconsin 18,500,000 105,431,604 18
Wyoming 1,241,670 10,236,055 12
Average $7,470,575 $94,591,882 8

“The following states did not reply to the questionnaire: Connecticut, Florida, Indiana, lowa, Nevada,
New York, Rhode Island, and West Virginia. The complete questionnaire submitted by the District of
Columbia was not received in time to include the responses in our analyses.

°In our survey of state CCDF lead agencies, states were asked to consider the amount of 4 percent
set-aside funding available in fiscal year 2000, and to report the amount spent on quality in fiscal year
2000. Funds available for expenditure may have included fiscal year 1999 or 2000 matching funds
and fiscal years 1998-2000 mandatory and discretionary funds, including TANF transfers. With the
exception of mandatory funds, all funds must be expended within three years. Because states’
expenditures in fiscal year 2000 could have drawn on grants made in fiscal years 1998-2000, the
percentage of CCDF expended on quality was estimated by dividing the states’ response by the
average of CCDF grant amounts in fiscal years 1998-2000. In cases where states included earmark
or state funds--other than state funds used to match federal funds--in the response, these were
removed before calculating a percentage. Thus, the numerator is based on states’ response to our
survey of state CCDF lead agencies. We contacted state officials that reported unusually high or low
expenditures to confirm their reports. The denominator is based on CCDF grant information for fiscal
years 1998-2000 from HHS, which can be accessed at:
http://www.acf.dhhs.gov/programs/ccb/research/00acf696/summary.htm and
http://www.acf.dhhs.gov/programs/ccb/research/archive/99acf696/summary.htm.
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Expenditures on Initiatives
Directed to Providers
Primarily Targeted Child
Care Centers

Among the 34 states that tracked the type of provider targeted, child care
centers received over two-thirds of all expenditures for six initiatives that
states targeted to individual providers." (See fig. 8.) However, nationwide,
55 percent of all children whose care involves CCDF assistance are
attending child care centers and 32 percent of all children are in center-
based care. Thus, centers receive a larger share of quality improvement
expenditures targeted to providers than the share of CCDF-subsidized
children in their care. In addition, while there was insufficient information
in states’ responses to analyze initiatives devoted to informal care, the
policy research community has expressed interest in quality improvement
initiatives targeted on these providers because we have the least
information about them and a significant number of children are cared for
in informal settings."

"States were asked to estimate the proportion of quality improvement funds, including
CCDF and all other funding sources, spent on different types of providers. This analysis
refers only to the six initiatives for which funds are distributed to providers: caregiver
compensation, on- and off-site training of caregivers, safety equipment and improvements,
meeting state standards, and incentives for accreditation. Because these initiatives
constitute 54 percent of all expenditures, this analysis accounts for just over half of all
reported expenditures for quality improvement. Of the 42 states that responded to our
survey, 34 were able to provide information about the type of provider targeted by one or
more of the six initiatives that they funded.

"«Informal care” refers to legally operating care given by adults, including friends and
relatives, and is usually unregulated.
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Figure 8: States’ Reported Expenditures on Quality Improvement Initiatives
Targeted to Providers

3%

After-school care

Family child care

Center-based care

Source: GAO analysis of GAO survey data

When we looked at expenditures on individual initiatives by the thirty-four
states, we saw the same pattern of emphasis on centers. (See table 5.) For
the six initiatives, centers received the majority of funds, followed by
family child care. Moreover, for initiatives related to meeting standards,
the proportion of expenditures devoted to centers was smaller than for
other initiatives, but still greatly exceeded the proportion devoted to
family child care and after-school care.

____________________________________________________________________________|
Table 5: States’ Reported Expenditures Devoted to Each Provider Type, by Initiative

Percentage Percentage to Percentage to
Initiative to centers family child care after-school
Incentives for accreditation 87 13 0
Caregiver Compensation 76 23 1
Safety equipment/
improvements 75 20 5
On-site caregiver training 74 21 5
Off-site caregiver training 70 28 2
Meeting state standards 68 28 4

Source: GAO analysis of GAO survey data.
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However, when we examined expenditures on initiatives by individual
states, the proportion of expenditures on quality improvement activities
devoted to each provider type varied. (See table 6.) For example,
Minnesota, Mississippi, Tennessee, Texas and Washington reported
devoting 90 percent or more of quality expenditures to centers, and
Delaware, Hawaii, Michigan, North Dakota, and Oregon reported devoting
less than one-third of quality expenditures to centers.

These differences can be explained in part by state-to-state differences in
the proportion of children receiving CCDF subsidies that attend each type
of provider. For example, in Michigan, 19 percent of children receiving
CCDF subsidies attend centers, while in Tennessee, 73 percent of children
receiving CCDF subsidies attend centers. Given the variation in the
proportion of subsidized children attending center-based care, it would be
reasonable for Michigan to devote relatively less of its quality expenditures
to centers and for Tennessee to devote relatively more of its quality
expenditures to centers. Because the CCDF set-aside is intended to
improve child care for all children, the law allows states flexibility in
developing programs and policies, including quality improvement
initiatives and the types of providers targeted.

________________________________________________________________________________________________________________________|
Table 6: Comparison of Quality Improvement Expenditures Distributed to Individual Providers that Were Devoted to Each
Provider Type, with Percentage of CCDF-Subsidized Children, by State

Percentage of Percentage Percentage of

quality Percentage of of quality Percentage of quality

expenditures CCDF-subsidized expenditures = CCDF-subsidized expenditures to

State to centers children in centers to FCCs children in FCCs after-school’
Alaska 79 35 15 49 6
Arizona 68 73 32 14 0
Arkansas 72 82 28 18 0
California 79 71 16 17 5
Colorado 47 57 48 25 5
Delaware 31 55 69 35 0
Georgia 70 76 28 17 2
Hawaii 27 27 64 20 9
Kansas 54 36 46 50 0
Kentucky 80 61 20 29 0
Maine 63 29 37 33 0
Maryland 57 34 43 31 0
Massachusetts 60 56 40 23 0
Michigan 18 19 69 20 13
Minnesota 100 27 0 56 0
Mississippi 100 69 0 9 0
Missouri 80 37 20 42 0
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Percentage of Percentage Percentage of

quality Percentage of of quality Percentage of quality

expenditures CCDF-subsidized expenditures  CCDF-subsidized expenditures to

State to centers children in centers to FCCs children in FCCs after-school
Montana 39 30 61 69 0
Nebraska 33 58 67 41 0
New Mexico 62 43 33 27 5
North Carolina 83 81 15 13 2
North Dakota 28 26 72 71 1
Oklahoma 63 81 32 19 5
Oregon 0 21 100 52 0
Pennsylvania 59 59 28 18 13
South Dakota 47 27 50 53 3
Tennessee 90 73 5 26 4
Texas 95 79 5 6 0
Utah 87 65 13 25 0
Vermont 69 44 31 50 0
Virginia 84 54 16 29 0
Washington 100 41 0 23 0
Wisconsin 70 60 30 39 0
Wyoming 33 31 54 40 13
Total percentage 71 ® 26 ° 3

Few States Have

Evaluated the

Effectiveness of State
Quality Improvement

Initiatives

*Information is not available on the percentage of CCDF-subsidized children in after-school care.
°Average not applicable.

Source: Percentage of quality expenditures devoted to centers, family child care and after-school
care is based on GAO analysis of states’ responses to our survey of CCDF lead state agencies.
Percentage of CCDF-subsidized children in centers and family child care is based on data reported in
U.S. House Of Representatives, Committee On Ways And Means, 2000 Green Book (Washington,
D.C., 2000).

While few states have evaluated the effectiveness of state quality
improvement initiatives on children’s development, some studies provide
useful findings about them. Officials in four of five states we talked to
explained that states must make trade-offs between serving more families
and conducting evaluations of their own quality improvement initiatives.
Out of a handful of state-sponsored studies, a few had study designs that
isolated an initiative’s effect and survey response rates that provided
reliable estimates. The research on child care quality does not evaluate
initiatives as actually implemented by states, but a few studies, using
rigorous methods, show that some of the attributes of child care quality
that these initiatives address, such as caregiver qualifications, affect
children’s social, emotional and cognitive development. HHS has begun to
support some analyses of states’ quality improvement efforts and could
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play an even more important role in supporting rigorous studies of the
initiatives states are undertaking.

Of the Handful of Studies
on the Effectiveness of
States’ Initiatives, Three
Had Conclusive Findings

Of the handful of studies that examined the effectiveness of states’
initiatives, three had methodological approaches sufficient to produce
conclusive findings. In considering studies of the initiatives’ effectiveness,
we looked primarily for studies that analyzed the effect of an initiative on
children’s development. We also considered studies that examined effects
on attributes of child care quality, such as caregiver qualifications or
turnover. Improvements in attributes of child care quality can be seen as
an intermediate step toward strengthening children’s development” One of
the three studies with conclusive findings, sponsored by Florida, analyzed
how Florida’s implementation of more stringent child-to-staff ratios and
caregiver education requirements in child care centers was related to
children’s cognitive and socio-emotional development over time. The two
other studies with conclusive findings, sponsored by Massachusetts and
Washington state, examined caregiver compensation and caregiver
recruitment and retention rates.

Taking measures of child care quality and children’s development before
and after Florida instituted more stringent teacher-to-child ratios and
caregiver education requirements, Florida’s study found that a reduction
in child-to-staff ratios and an increase in early education requirements for
center providers contributed to gains in children’s development and the
quality of early education and care they received. The study’s design
allowed the contribution of child-to-staff ratios and caregivers’ education
to children’s development to be examined, but, without a comparison
group, was unable to isolate their effects completely.” However, this
limitation did not compromise the study’s findings.

Massachusetts’s recruitment and retention study examined caregiver
compensation, conducting a survey of providers regarding the reasons for
the shortage and high turnover of providers in child care centers across
Massachusetts. The study confirmed findings of other studies that

“The methodological criterion we used was that to determine a program’s effect, an
evaluation should employ an experimental or quasi-experimental design. See appendix I for
a more detailed discussion of these study designs. In one case, however, we have included
a study that used a nonexperimental design, but had very high quality data.

3C. Howes, E. Smith and E. Galinsky, The Florida Child Care Quality Improvement
Study: 1996 Report (New York: Families and Work Institute, 1996).
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caregivers who receive low wages are difficult to hire and retain. However,
the study design it employed did not rule out explanations other than low
salaries for the association between high turnover rates and workers
receiving low wages. Washington State also evaluated caregiver
compensation and retention, using a quasi-experimental design, but found
no effect of the compensation on retention.

It is important to acknowledge that while we looked at all of the studies
we identified for evidence of the effectiveness of state initiatives, the
studies that states sponsored may not always have been designed for that
purpose and in some cases provided useful da