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The Child Care and Development Block Grant (CCDBG) is the primary source of funding for
state child care assistance programs. The federal law and regulations provide states with guidance
for structuring state child care programs, but have allowed states to exercise significant discretion
in designing their program policies. While the flexibility inherent in the federal rules has been
widely used by states, there has been increasing recognition that state child care program structure
and policies often inadvertently create barriers for eligible families in accessing and maintaining
benefits.

With passage of the Improper Payments Information Act (IPIA)' in 2002 and new CCDBG
regulations on Error Rate Reporting” in 2007, the federal government began to require states to
adopt child care program policies intended to reduce improper payments. The IPIA and Error
Rate Reporting rules emphasize documentation as a means to avoid improper payments, but the
intensive documentation requirements entail additional administrative costs and can create barriers
for families attempting to obtain subsidized child care.’

This paper will briefly focus on the research on state administrative barriers; the underserved
populations that are particularly affected by administrative barriers; the need for due process
protections; the impact of the IPIA and the CCDBG Error Rate Reporting rules; and the use of
CCDBG State Plans as a vehicle for state and federal review of program policies that may restrict
access to subsidized child care.

State Administrative Barriers

The most common state administrative barriers families face in accessing subsidized child care
include:
*  Opverly complex application and recertification requirements for parents
* Stringent and repetitive documentation rules
* Rigid interim reporting requirements and strict application of eligibility rules to changed
family circumstances
* Administrative agencies’ structure and policies that limit or discourage interaction with
subsidy administrators
* Complicated fee policies
* Strict termination policies
* Opverly bureaucratic documentation processes, and slow payment processes for providers
that discourage willingness to serve subsidized families
* Intense focus on preventing improper payments, and detecting and punishing fraud
* Failure to provide due process protections
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These barriers, and the efforts of some states to establish a genuine balance between “family
friendly” policies that enable families to access benefits and policies that reduce the likelihood of
improper payments, have been documented by a variety of researchers and advocates." Most
significantly, the Urban Institute has published a series of papers analyzing barriers in the
administration of subsidized child care, and examining various state efforts to reduce those
barriers.”

The structural and policy barriers to establishing and maintaining eligibility for child care subsidies
have a particularly negative effect on vulnerable populations, including parents who are non-
English speakers or have limited proficiency in English and may have issues related to their
immigration status’, parents with limited education and literacy, parents with disabilities or whose
children have disabilities or special health problems, families facing mental health, domestic
violence, substance abuse or other problems that increase the difficulty of interacting with a highly
bureaucratic system.’

In developing administrative systems for subsidized child care, state agencies must attempt to
balance four goals®: 1. supporting the ability of eligible families to sustain stable employment and
move toward self-sufficiency; 2. supporting children’s development in decent quality care settings
that allow for parental choice and continuity of care;’ 3. keeping administrative costs low in order
to serve more eligible families; 4. minimizing improper payments and preventing, detecting and
punishing fraud to preserve funding for eligible families. In response to state concerns and federal
directives, including the IPIA and the CCDBG Error Rate Reporting regulations, states have
emphasized the fourth goal of minimizing improper payments and preventing fraud in ways that
have been detrimental to the other program goals. Together with a generally bureaucratic
approach to benefits programs, this emphasis on improper payments has lead some states to
develop policies and practices that create significant barriers to accessing child care subsidies,
especially for the lowest income and least stable families. While some of these policies can create
greater efficiency, the vast majority increase administrative costs.

Los Angeles County Analysis of Barriers

Los Angeles County, which used CCDBG, TANF and Head Start funds to provide subsidized
child care to 138,821 children in 2007 (neatly 30% of California’s subsidized child care caseload)’,
is currently undertaking efforts to address administrative barriers following a study of cash aid
recipients that documented significant problems in TANF-funded CalWORKSs Stage 1 child care."
The study, commissioned by the L.A. Department of Public Social Services (DPSS), found that
over the six month observation period (November 2006 — April 2007) over half (55%) of parents
receiving cash assistance who requested subsidized child care were denied benefits. The study
documents that more than half (52%) of the requests were denied because the parent
“failed to submit proper paperwork.”” The results of the study demonstrated that Los Angeles,
like other counties in California, has overly complex application processes and forms, with
stringent and repetitive documentation requirements. The structure and policies of the thirteen
local Alternative Payment programs that contract with the county to administer the child care
subsidy program, and the complexity of their interaction with DPSS staff, often limits parents in
their efforts to successfully apply for child care benefits. The study documented the predictably
negative effect that denial of child care benefits had on these families. The study found that over
half of the parents (in a separate 2003 cohort) with denied requests for child care were sanctioned,
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and 70% became “noncompliant” with their Welfare-to-Work program more than once, while only
28% of parents with no denied child care requests were sanctioned.

The DPSS study documented that the administrative barriers affecting cash aid families applying
for child care had a particularly harsh effect on struggling populations. The study found that
parents who spoke languages other than English were 33% more likely to face a denied request,
and that parents who had received mental health, substance abuse or domestic violence services
were almost 90% more likely to experience denied child care requests. The DPSS study did not
examine denial rates for families in which the parents or the children had disabilities or special
health care needs, but other studies have documented that these families face similar obstacles in
accessing benefits."

Absence of Due Process Protections

The current CCDBG statute and regulations provide states with very limited requirements and
guidance regarding parents’ due process rights with respect to application for and receipt of
subsidized child care. Section 658E(c)(2)(C)of the Child Care and Development Block Grant
Act," and Section 98.32 of the CCDBG regulations'” require the states to maintain a record of
substantiated parental complaints and to make information regarding such parental complaints
available to the public on request. The rules also require state Lead Agencies to certify that the
state maintains a record of such complaints and provides a detailed description of how such record

is maintained and is made available.

This rule has been interpreted by some states to reference solely parental complaints against child
care providers rather than against the state or its contractors in the administration of subsidies.
The extent to which due process is constitutionally required for applicants and recipients of
CCDBG child care subsidies has not been a focus of federal or state agencies. However, it seems
certain that providing parents with an opportunity to challenge questionable and potentially illegal
actions by the agency administering child care benefits is beneficial to the fair and effective
operation of state subsidy programs. While many states provide some type of appeal and hearing
process, their policies often do not include all of the protections appropriate for recipients of
public benefits.'* With the data now available documenting the significant barriers some families
face in accessing subsidized child care, the federal regulations should be revised to provide
additional direction to the states on appeal and hearing procedures, and the states should be
required to provide detailed documentation of their policies in the State Plan.

Impact of the Improper Payments Information Act and Error Rate Reporting

The Improper Payments Information Act of 2002 (IPIA) requires Federal agencies to identify
programs that are vulnerable to improper payments and to estimate annually the amount of
underpayments and overpayments made by these programs."” CCDBG was identified as a program
susceptible to significant erroneous payments. HHS revised the CCDBG regulations to provide
for the reporting of error rates in the expenditure of block grant funds, and established a
methodology for calculating error rates.'® States have significant flexibility in designing their
programs, but they are subject to a disallowance of any federal funds spent on ineligible children or
families. These requirements place additional scrutiny on administrative errors associated with
client eligibility and improper authorizations for payment. In response, state agencies have revised
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structures and policies for determining eligibility and payment to require even greater
documentation of every aspect of eligibility, increased reporting requirements and in-person
contact with agencies that administer subsidies."” These policies place increased burdens on parents
and create barriers to access and retention of subsidies.

While subsidy administrators must ensure the financial integrity of their programs, the challenge is
to find the right balance between avoiding improper payments and other program goals. By
federal definition, an improper payment is one made in a way that is inconsistent with federal or
state policy regarding eligibility or payment. For this reason, states have a significant amount of
control over what is considered a proper or improper payment, and can structure their policies to
balance all program goals. In a recent Urban Institute report, Designing Subsidy Systems to Meet the
Needs of Families,”’ “one respondent noted that there is a fine line between regulating improper
payments and creating systems that are too burdensome for parents. She believed that if agencies
stress that caseworkers be overly diligent on avoiding fraud, then they will see their job as more to
keep people off the program than to help parents access it.”*' 1f a state identifies a policy that is
inadvertently contributing to improper payments, it can choose to redefine the policies to address
the problem and at the same time support families’ access and retention of subsidies.

It is also unclear whether a strong focus on minimizing improper payments is cost effective, as
some policies can significantly increase administrative burden and staff costs. States should be
required to assess the effectiveness of their eligibility and payment policies, and determine their
impact in limiting access for families as well as the administrative costs associated with the
increased documentation and verification requirements.

Proactive Use of State Plans to Assess and Eliminate Barriers

The CCDBG State Plans should serve as vehicles for state and federal review to ensure that states
are giving priority for services to children of families with very low family incomes and to children
with special needs as required by section 658E(c)(3)(B). State Plans should also be used by states
to analyze unmet needs, and to examine program policies that may restrict access to subsidized
child care. In California, as in many states, the current State Plan* lacks the background
information necessary to serve as a useful planning and reporting document. The rationale for
particular policy options is rarely offered, and there is little information that explains or puts in
context a particular policy approach.

States should be required to use their State Plans to provide a summary of the “state of the state”
that identifies which families are being served and which eligible families are not receiving services,
how the state has addressed issues around the fragmentation of services, and ways to address any
administrative barriers that limit access, especially for vulnerable families. This would provide
HHS ACF and a state’s stakeholders with valuable information as they review the current status of
the subsidized child care program and develop suggestions for improvement. Without knowing
what the state identifies as gaps and unmet needs in serving the population of families eligible
under CCDF guidelines, it is difficult to evaluate recommended programs or the progress made
during the implementation of the plan, or provide meaningful input for future improvements.
While no official assessment of unmet need exists in the California state plan, advocates have
found barriers for families with limited English proficiency to be significant, including a lack of
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appropriate language capacity both in agency staff and in materials, and evidence that children with
disabilities remain underserved throughout the state.

Recommended Actions

Federal policy is an important element in reducing barriers for low income and other vulnerable
families in accessing subsidized child care. As Congress and HHS Administration for Children and
Families begin to contemplate reauthorization of CCDBG, it will be important to focus on many
aspects of the program. It is essential for the federal government to significantly increases its
investment in CCDBG, and to require similar increases in state investment in order to provide
states with the resources necessary to expand and improve their programs. The federal rules
governing use of CCDBG funds should be revised to ensure states are directing child care benefits
to the families in greatest need. CCDBG rules should also require states to use the State Plan
process to review their programs, alter structures and revise policies to remove access barriers for
eligible families. In addition, states must be required to provide genuine appeal and hearing rights
to subsidy applicants and recipients so parents can challenge questionable, unfair or illegal actions
taken by state subsidy agencies and the contractors that administer child care benefits.

CCLC looks forward to working with our partners in the advocacy community, Congress and the
new administration in significantly increasing access to early care and education and subsidized
child care programs for all eligible families.
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