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The Phase II Final Report of the
California Cares Project undertaken by
Policy Analysis for California Education
(PACE) for the California Department of
Education (CDE), California Department
of Social Services (CDSS), and the Office
of Child Development and Education, cul-
minates the research and conceptual activi-
ties carried out in Phase II of the California
Cares Project. In 1992, the California
Legislature moved to bring more unity to
child care and development services in the
state. It enacted AB 2184, which called for
an investigation into the feasibility of con-
solidating all child care and development
programs in hopes of streamlining the sys-
tem. A comprehensive review of the pro-
grams was assigned to a joint task force
under the direction of the State
Superintendent of Public Instruction, the
Secretary of Health and Welfare and the
Secretary of Child Development and
Education.

At the outset, the task force identified
the two functions of the present system as
the dual goals of an improved system:
preparing children for success in school and
helping families achieve economic self-suffi-
ciency. Opcrationally, it defined a new sys-
tem as “scamless,” one that “promotes
continuity of services between programs as
families’ incomes and employment status,
aid status and other relevant characteristics
change.”

In 1993, PACE, a partnership between
the Schools of Education at the University
of California, Berkeley, and Stanford
University, was chosen to conduct the com-
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prehensive systems review and analysis
under a joint agreement with the three
agencies. PACE was asked to identify the
issucs and options involved in developing a
scamless system based on the task force’s
definition and principles, with particular
emphasis on the relationship among access,
quality and funding.

The California Cares Study has been
divided into three phases. In Phase I,
PACE looked at the historical background
of child care and development programs in
California, examined changing demograph-
ic conditions and the demand for services,
described current programs and services,
analyzed the task force’s matrix of program
characteristics, studied practices in other
states and reviewed child care and develop-
ment literature with a focus on quality,
access, cost, and governance. Phase II activ-
ities centered on a close examination of
California’s existing child care and develop-
ment system for the purpose of identifving
obstacles that impedec the delivery of a
seamless system of care. As in Phase I,
PACE took into consideration four key e¢le-
ments related to services: their governance
and administration, their quality, client
access to services, and the cost of services.
An additional objective was to develop a
conceptual model that would assist in
future planning and allocation of resources
in the system. Phase II culminated in the
California Cares Conference, held in April,
1995, attended by 200 invited representa-
tives from child care and development pro-
fessional organizations, as well as federal,
state, and local agency representatives, and
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parents. This conference provided the
opportunity for PACE to present a series of
proposals and gather the reactions of stake-
holders. Phase 111 will refine Phase T rec-
ommendations, and work with the three
state agencics on implementation.

This report is divided into two parts.
Part 1, consisting of chapters one, two and
three, focuses on analysis of seams in the
current system, and presents PACE’s find-
ings. Part 11, consisting of chapters four
through seven, describes a conceptual
model for California’s child care and devel-
opment system, and lays out a decision pro-
cedure for making critical choices regarding
program and funding allocation and gover-
nance.

PART ONE=—ANALYSIS AND
FINDINGS

Chapter One introduces the Phase 11
study. Chapter Two presents findings from

four research activities undertaken in Phase
II.

Focus GRoups

The chapter begins with a summary
and findings from a series of ten focus
groups and individual interviews conducted
with mothers recciving CDE or CDSS sub-
sidized services, or on waiting lists for such
scrvices. The purpose of the focus groups
was to elicit parent opinions on three key
dimensions of their child care arrange-
ments: 1) cost and payment; 2) selecting
care; and 3) perceptions of child care and
development options. The focus groups
also solicited parents’ perceptions of gaps in
scrvices and suggestions for improving sub-
sidized programs.

CALIFORNIA CARES:
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Four principal findings emerged from
the focus groups:

¢ When it comes to child care, and
development services, there are no
limits to the lengths to which par-
ents will go to find and maintain an
arrangement they believe is in the
best interests of their children.

¢ Parents have clear ideas about what
constitutes quality child care: safety;
good physical surroundings and
competent providers; a developmen-
tal approach to care; and reasonable
cost.

¢ Parents view child care and develop-
ment assistance as a means to an
end, not as an end in itself. Itis a
critical step along the road to a fam-
ily’s eventual stability and self-suffi-
ciency, not a stage in a cycle of
dependence. Parents neither want
nor expect something for nothing.
They appreciate the (financial) sup-
port they receive and view it as their
responsibility to do the best they can
for their children.

o Whether evaluated in terms of
process or in terms of the less tangi-
ble “attitude,” parents do not
believe that the state system for pro-
viding child care and development
assistance frequently enough works
as they hope or expect it will.

Focus group participants also made six
recommendations for improvements to
subsidized child care and development:

Pace 2
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1. Make information about child care
and development possibilities and
options available at a central loca-
tion.

2. Publicize widely the availability of
information.

3. Insure that county welfare depart-
ment representatives who have con-
tact with parents have information
about child carc assistance, or at
least can direct parents to the
sources of such information.

4. Make assistance cligibility standards
more casily understandable.

5. Make the fee schedule more ratio-
nal.

6.1If only by word, acknowledge that
parents are trying to help them-
sclves.

ALTERNATIVES TO THE FAMILY FEE

SCHEDULE

The second area of inquiry summa-
rized in Chapter 2-alternatives to the fami-
ly fee schedule—explores one method of
increasing the number of clients served,
given limited funding, without sacrificing
the quality of programs. Three alternative
models for modifying the current fee
schedule were developed. One model based
family fees on the percent of the actual cost
of care, the second on the percent of family
gross income, and the third on the percent
of the Standard Reimbursement Rate. All
models, as well as California’s current fee
schedule, were applied to a sct of data on
actual families currently receiving services.
The analysis provided information about

cach fee schedule along several dimensions,
including their effect on equity, costs,
administrative burden, and the increased
number of clients who could be served.
Based on this single data set, the study
found that a model whereby all clients con-
tribute a percent of the Standard
Reimbursement Rate, based on their
income and number of children, best met
the specified criteria. Additional analysis
will be required to determine if the same
results are found tor varying geographic
arcas and types of care.

COUNTY SITE VIsITS

The third section of Chapter Two
summarizes site visits to six California
counties which were recognized as having
made gains in accomplishing a more “scam-
less™ system within the existing child care
and development structure. This section
explores both the accomplishments and
frustrations experienced by local adminis-
trators and providers in coping with the
current system. Local child care and devel-
opment program staff and providers out-
lined key obstacles to seamless program
opcration for staft, providers and parents:

e The lack of continuity and flexibility
among programs and scrvices makes
it difficult to determine eligibility,
calculate provider reimbursement,
and promote continuity of care for
children.

® There are few formal ties and litde
institutionalized coordination
among local child carc and develop-
ment agencies. County welfare
departments administering
California Department of Social
Services (CDSS) programs, and the
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Resource and Referral, Alternative
Payments and other agencies operat-
ing California Department of
Education (CDE) programs had no
formal tics in the six countices visit-
ed. Head Start programs also werc
frequently isolated.

e Parents find the system difficult to
understand and use, due to the sys-
tem’s complexity, a lack of central-
ized waiting lists, and multiple, lim-
ited sources of information regard-
ing subsidized child care and devel-
opment. The system’s complexity
results in only the most knowledge-
able or perscvering parents gaining
access, while discouraging some
even to apply.

Despite these obstacles, there are many
local efforts aimed at streamlining and
improving the child care and development
system. Although there were few formal
arrangements among local child care and
development agencies, informal cooperative
relationships abound. Mecting and dis-
cussing common problems in various set-
tings, such as child care councils and con-
sortia concerned with all child and family
services, has allowed members of these
groups to get to know each other, share
ideas and develop improvements to the
child care and development system. Local
agencies have also developed a wide variety
of other coordinated activities, including
development of joint data systems, central-
ized computer waiting lists, and, to a limit-
ed extent, program consolidation.

MATRIX ANALYSIS
The fourth section of Chapter Two
provides a more in-depth examination of

CALIFORNIA CARES:
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the matrix analysis of child care and devel-
opment programs that had been construct-
ed by the Task Force during the first phase
of the project. This examination was
designed to identify similarities and distinc-
tions between program with a view to iden-
tifying specific scams in the system that
might be climinated, and consequently,
could be addressed in proposals for reform.
Specific scams examined in Phase II includ-
cd program administration, reimbursement
rates, health and safety measures, quality
measures, fces, program eligibility, priorities
for service, and points of entry to the sys-
tem.

SHORT-TERM RECOMMENDATIONS
Chapter Three presents short-term
recommendations stemming from the
rescarch conducted in Phases I and I1. This
Chapter focuses on the principal “seams”
identified in Chapter Two as well as policies
and practices which set the stage for the
larger, more systemic changes. These rec-
ommendations were presented for discus-
sion at the California Cares Conference in
April, 1995, and subsequently refined to
address concerns raised at the meeting.
They are organized into three topics: 1.
Governance, II. Structure, and III. Data,
and are accompanied by next steps for
implementation or further research.

I. CHANGING THE GOVERNANCE
ofF CHILD CARE AND
DEVELOPMENT

1. Establish intevagency agreements on
child care governance between the
Department of Education and the
Department of Social Services.

Although the AB 2184 task force has
created closer morce effective working rela-
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tionships among CDE and CDSS , cooper-
ation and collaboration could be further
enhanced by establishing an interagency
agreement between the two agencies. An
interagency agreement would improve effi-
ciency of the child care and development
delivery system, and monitor and promote
actions necessary to implement provisions
of the short term proposals.

2. Coordinate local administration of
child care and development services.

Administrative and support activities
for local child care and development pro-
grams are fragmented among as many as
seven programs and agencies. This frag-
mentation could be reduced by clarifying
the role of local child care planning coun-
cils and establishing formal links between
multiple agencies within each service deliv-
ery area. One way to formalize relation-
ships is through consolidating R&Rs and
AP services. A second way, which can occur
immediately is for the Department of
Education to begin to address this problem
immediately, by requiring that all contracts
entered into have interagency agreements
between all local agencies, including R&Rs,
APPs, CWDs and Head Start.

Next Steps: To further explore gover-
nance issucs, PACE recommends that the
Task Force convene a small working group
composed of state agency representatives,
the “field” (including CDE contractors,
County Welfare Directors and Head Start
providers) and experts on California child
care and development issues, to develop the
rationale for a governance policy for child
care and development. This group will
explore the strengths and weaknesses of the
current governance structure, explore alter-

native structures and roles, and make rec-
ommendations to the AB 2184 Task Force.

Il. RESTRUCTURING THE CHILD
CARE AND DEVELOPMENT
SYSTEM

In this section, PACE makes a series of
short term recommendations which specifi-
cally address the seams identified in
Chapter II and improve the efficiency of
the current delivery system.

3. Reduce the number of sepavate statuto-
ry programs.

Currently there are nineteen separate
categorical programs administered by the
agencies, each with its own contracts, eligi-
bility standards, program requirements,
reimbursement procedures and reporting
rules. PACE recommends that both CDE
and CDSS begin working to substantially
reduce the number of separate statutory
programs within each agency, without
decreasing the range of services and target
populations currently served.

4. Eliminate nonessential vegulations
and fund monitoring activities.

A related recommendation is to
require CDE and CDSS to participate in an
interagency, joint review of regulations and
current administrative procedures in order
to eliminate nonessential regulations. In
addition, resources should be allocated to
monitor rules and regulations, if they are to
be taken seriously.

Poucy ANALYsiS FOR CALIFORNIA EDUCATION
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5. Reduce the number of contracts admin-
isteved by the Department of Education.

In 1991 - 92 CDE administered
almost 1,300 contracts. That number in
1994 - 95 rose to 2049. This number
could be significantly reduced, without
reducing services, if CDE provided broader
contract authorization over multiple pro-
grams and/or age groups.

6. Establish a single child cave and devel-
opment application.

Currently, parents must fill out differ-
ent, duplicative application/intake forms
for each program for which they wish to
enroll their children. This duplication of
effort is ime-consuming and substantially
increases the paperwork required of
providers and local program administrators.
PACE recommends that the departments
devise a joint application.

Next Steps: In addition to these short
term steps, key decisions must be made
regarding the optimal balance of resource
allocations by program delivery mode, type
of care, purposc of care, and target popula-
tions. PACE recommends that the Task
Force convene a working group composed
of agency staff and representatives of the
child care and development community to
obtain input on simplified program struc-
ture and funding allocations. Based on
committee input, PACE will recommend
specific changes in statutes, contracts, regu-
lations, and policies. PACE will also explore
the impact of proposed federal social ser-
vices block grants related to child care and
development programs, should they be
enacted.

CALIFORNIA CARES:
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7. Lower the maximum income eligibility
level for program entry

A grave concern for parents inter-
viewed during Phase IT was the length of
time spent on waiting lists prior to receiv-
ing child care and development services.
And indeed, because priority for care goes
to families with the lowest income, many
cligible parents with higher incomes never
receive services. PACE recommends that
the entry income cligibility level be lowered
to reduce time spent on waiting lists. To
determine the appropriate income levels,
however, additional rescarch is necded.

Next Steps: PACE will gather recent
intake data on income levels of parents
from a representative sample of California
counties. Analysis of income levels by
region will be conducted to determine the
income distribution. PACE will recom-
mend changes, if indicated, in the maxi-
mum income level used to determine initial
program cligibility.

8. Centralize Waiting Lists

Currently, each provider and AP main-
tain their own waiting lists. PACE recom-
mends that the agencics develop locally
centralized, computerized waiting lists with
multiple points of access. Only through
locally centralized computerized waiting
lists with multiple points of access can it be
assured that all individuals with the same
cconomic circumstance will be treated fair-

ly.

Next Steps: PACE will facilitate a
state /local work group charged with devel-
oping waiting lists in California. PACE will
provide information on centralized waiting

PAGE 6
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lists already developed in parts of
California, and in other states. PACE will
also prepare a report on the policy issucs
surrounding the centralization of waiting
lists.

9. Reform the provider reimbursement
rate structuve

Under current program rules, a child
care center administrator could be reim-
bursed art three different rates for exactly
the same services. PACE recommends that
the current incquitable, complicated and
labor-intensive reimbursement rate struc-
ture be simplified.

Next Steps: PACE will evaluate reim-
bursement rates for all types of providers to
determine: (1) the distribution of rates
within regions and over time; and (2) the
feasibility of linking reimbursement rates to
quality indicators. In addition PACE will
explore the applicability and feasibility of
adopting reimbursement mechanisms based
on other industry practices (¢.g., health
care, foster care, K — 12 education etc.).
PACE will work with a working group on
these activities.

10. Reform the Fee Schedule

Compared to other states, California’s
family fee schedule generates relatively low
revenue to fund additional services. PACE
recommends that the current family fee
schedule be replaced by a new fee schedule
which generates additional revenue, is
income sensitive, and takes into account
the parents’ resources, family size, and
number of children enrolled in subsidized
care.

Next Steps: While it is possible to make
some conclusions about the policy implica-
tions of alternative fee collection strategies
from the work to date, further investigation
is nccessary. PACE will apply the alternative
tamily fee schedules model developed in
Phasc II to across socio-cconomic groups,
various types of care and across regions of
the state. Based on the results of the mod-
cling, PACE will make recommendations
regarding changes in the existing Family
Fee Schedule.

Iil. DATA SYSTEM DESIGN FOR
PoLICY PLANNING AND
DEVELOPMENT

11. Identify and collect data needed to plan
for, operate, and evaluate child care
and development services.

Currently, there are no consistent data
on who uses child care and development
scrvices, how much it costs, or how many
parents arc on waiting lists. We cannot
identify trends in funding, reimbursement,
cligibility, supply, or demand. This dearth
of information makes it virtually impossible
to assess the state’s and local communities’
necd for care, or to develop policy and
coordinate services at the state and local
levels. A unified or integrated data system
for child carc and development services
must be created. Such a system must be
well designed, flexible, and “user-friendly™.

Next Steps: PACE recommends thar a
working group of state and local adminis-
trators, planners and providers from both
CDE and CDSS child care and develop-
ment programs be cstablished to identify

Pouicy AnaLYsis FOR CALIFORNIA EDUCATION
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data elements necded by state policymak-
ers, local Child Care Planning Councils,
and providers. This work will be conducted
with consideration of the strategic planing
under way by the CDE in the development
of FACES and PARIS, and the CDSS with
the development of SAWS.

PART Two—CONCEPTUAL
STRATEGIES FOR LONG
TeERM PoLicYy DESIGN

Part II of the Phase IT Final Report
describes a conceptual model for
California’s child care and development sys-
tem, and lays out a decision procedure for
making choices regarding program and
funding allocation and governance.

Key Poticy ELEMENTS

Chapter Four defines four key ele-
ments critical to making policy decisions
and assessing trade-ofts for child care and
development services: access, cost, quality
and governance.

In this analysis, access is defined as the
number of children receiving subsidized
care system in a fiscal year. (Currently, we
do not know this number, as data is not
uniformly collected throughout all child
care and development programs.) Access to
programs can vary as program funding
increases or decreases, by cost savings due
to administrative cfficiencies, or by policy
changes which could impact the quality of
care. (i.e. if the staff-to-child ratio were
changed to allow more children per worker,
the cost of care per child would be reduced
and the number of children that could be
subsidized would increase.) Access is also
affected by the availability of information
about the programs, the ease of obtaining

CALIFORNIA CARES:
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care in specific geographic area, and policies
sctting specific target or priority groups for
care.

The second element, cost, is defined as
the total number of public dollars spent for
direct services for child care and develop-
ment in a fiscal year. Our knowledge of
cost is limited. Although we know that in
1994 - 95, approximately $1.1 billion was
allocated for child care, we have informa-
tion on provider costs only for child devel-
opment centers contracting with CDE, and
none for centers, family child care homes
and exempt providers providing care
through the Alternative Payments Program
or many of the CDSS programs. Costs of
care are affected either by policy changes,
such as increasing access to care or raising
quality, or by finding efficicncies in compo-
nents of the current system.

Although there is no universally
accepted definition of quality in child care
and development quality, PACE defines
quality as care which ought substantially to
contribute to children’s age-appropriate
social, emotional, physical and intellectual
development and maturation. Three types
of indicators are used to measure
quality—process indicators, structural indica-
tors, and adult work environment indica-
tors. Existing quality review and accredita-
tion rating processes can be used as a proxy
for quality. Quality is affected by cost and
access. For example, lowering group size or
hiring better trained staff would mean
higher personnel costs. Either program
tunding would have to increase, or other
savings found. Unfortunately, “other bud-
get savings” might well mean reducing the
number children in the program, thus
reducing access to care.

Governance, is defined as the institu-
tions, mechanisms and processes that deter-
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mine or influence the control of child care
and development policy, funding, imple-
mentation and accountability. A governing
body sets policy; determines funding alloca-
tions; sets eligibility standards; devises
accountability measures; and determines
the extent of linkages with other programs.
Two indicators of governance are locus of
decision-making (where key decisions are
made), and extent of regulation. Unlike the
cost, access and quality spines, movement
on the governance spine from centralized,
heavily regulated to de-centralized, de-reg-
ulated may or may not cause movement on
the other three. A centralized, highly regu-
lated system does not necessarily cost more
or less than a de-centralized, minimally reg-
ulated system; it depends on how resources
arc deployed, and to what ends. Similarly,
quality and access do not depend on one or
another level of government; any governing
body could effect changes in quality or
access to care.

PoRTFoLIO OF CHILD CARE AND

DEVELOPMENT SERVICES

Chapter Five’s Portfolio of Child Care
and Development Services explores two
fundamental question of the California
Cares project: what are the priorities of
child care and development policy in
California and how should the state’s
resources be allocated to serve those priori-
ties? Throughourt this study, it has become
increasingly clear that many dimensions of
the current, highly diverse delivery system
have merit, including the flexibility of the
delivery system (e.g. contracts and vouch-
ers); parental choice of child care and
development arrangement; services for chil-
dren with special needs; multiple purposes
of care (child development, school readi-
ness, and support for families moving

toward self-sufficiency); and quality assur-
ance.

The development of a long-term child
care and development policy rationale
requires cxplicit decision making as to
which of these components are most criti-
cal. Any service delivery system can be
implemented only with the level of fiscal
resources that are available. The state needs
to make significant tradeoffs between the
services that are provided and the extent to
which children and families are served. The
challenge for California is how to be tough
about making sacrifices in certain current
program areas as a way of optimizing scr-
vices consistent with a long term view of
policy ten or twenty ycars into the future.
What should be the appropriate mix of
these competing attributes?

If California were to retain a highly
diversified array of program offerings, how
might policymakers make the allocation
decisions that are needed? We use as an
analogy an investment portfolio with diver-
sified holdings in stocks, bonds, and other
securities. This diversification balances the
risk of the total holdings. Along the same
lines, there is support for maintaining an
array-a portfolio-—of scrvices to meet a
broad set of children and family circum-
stances. With the array of services as a pre-
condition, the portfolio necds to be invest-
ed. How many dollars should be allocated
into what types of services? Further, which
strategies are likely to show the greatest
return on the investment? Chapter Five
presents three portfolios, showing the dif-
ferent ways current programs can be
grouped, by statutory name, by lead gov-
erning agency, and by program purpose. It
then provides an example of how portfolios
can be layered to determine funding alloca-
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tions. Finally, Chapter Five discusses how
resources are “rationed” through eligibility
criteria.

RESOURCE ALLOCATION

Chapter Six builds on the portfolio
analysis concept and delimits a serics of
steps that could be considered in making
rational policy decisions. These steps
include:

1. Commit to a policy rationale for allo-
cating funds. Which critical policy
objectives should drive funding allo-
cations, and in which order? Many
are possible: families in similar cir-
cumstances are treated equitably;
children in various age groups
receive the same (or different) types
of service; families with the lowest
incomes, or on public assistance, are
served first; families should have the
highest degree of choice and flexibil-
ity of care; there should be multiple
service delivery modes or types of
care; and others. Onc criteria must
be selected however, as the preemi-
nent policy to drive resource alloca-
tion.

2. Consider Additional Allocation
Criterin and the Dependence of Policy
Criterin. If step 1 provides the pre-
eminent criterion for allocating
resources, step 2 allows for including
additional policy objectives in the
allocation formula. The distribution
of resources based on a new objec-
tive is dependent, however, on the
first objective. Graphically, the idea
of layers of policy can be seen by
imagining the portfolios stacked
upon cach other.

CALIFORNIA CARES:
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3. Examine the Resulting Fiscal
Allocation of the Portfolio. The “lay-
ering” of these policy criteria results
in precise fiscal allocations. For every
fevel of decision that is made about
the allocation of rcsources, we can
describe the population that will
receive a particular portion of the
portfolio.

4. Determine Priorities for Who Gets
Served. Although a portfolio has
now been established, nothing has
becn said about reserving slots for
certain categories of children. At this
point, we must define these cate-
gorics.

5. Assess Governance Considerations. In
the context of allocation decisions,
governance structures needs to be
made cxplicit. At which level of gov-
ernment should certain allocation
prioritics be put in place?

0. Assess Seams that Have been
Introduced into the Portfolio. The
last step is to evaluate the scams that
have been created in the allocation
dccisions, from the perspectives of
parents, providers and the state.
Since the portfolio is always divided,
there will always be scams, because
resources are limited. Some people
will always be excluded. It is essen-
tial, therefore, that we try to mini-
mize scams by limiting the number
of “cuts” in the portfolio.

Chapter Six presents two examples of
portfolios that allocate available funds in
the child care and development system.
They show how allocation systems support-
cd by distinct policy rationales could work.
The long-term design of any child care and
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development system will have to ration
care, making difficult decisions about who
to include and exclude in the provision of
services. The current system does not have
a consistent and deliberate set of policy
rationales.

PACE?’s review of publicly-subsidized
child care and development in Calitornia
reveals numerous discontinuities but also
substantial strengths. The AB 2184 Task
Force was established to create a child care
and development system with fewer seams
among programs. The new unified system,
which should emerge from these cfforts, if
implemented, will meet that goal by creat-
ing a unified or coordinated governance
system; consistent cligibility standards and
guidelines for service priorities and funding;;
better collection and use of data; more effi-
cient communication; and a clearcr, more
consistent accountability system. Efforts to
create a better family fee policy, and to cre-
ate a consistent provider reimbursement

system, will further reduce scams. Seams
will not disappear completely, however. As
long as resources are limited, some children
and families in need will receive services
and others will not.

As we proceed we must remain mind-
ful of imminent external challenges. If the
tederal government enacts block grants for
AFDC, there will be a huge increase in the
demand for child care and development
services as the percentage of working
AFDC recipients rises sharply—with little
or no additional funding. California’s subsi-
dized child care and development system
must be prepared to deal with these
changes. The challenge in Phase I1I of
PACE’s California Cares project will be to
work with the departments, parents, and
the child care and development community
to develop a more cfficient system that can
mecet increased demand, without sacrificing
quality of care for children and families.
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