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OECE Comments on the Early Education Block Grant to the Department of Finance

The goal to streamline the child care and early education system in California is a laudable one. However, the Governor’s 2016-17 budget proposal to create an Early Education Block Grant for local education agencies to serve 4 and 5 year olds fails to achieve this goal. Despite intentions to the contrary, the Governor’s proposal will make the current system more complicated, further fracturing the already incredibly difficult-to-manage "system".  Moreover, local education authorities across the state are not consistently able to respond to the demands of this proposal. 

The proposal includes no new funding; failing to address the existing unmet needs for educating California’s youngest children. This proposal disregards the long-standing financing crisis facing early care and education (ECE) providers that have an inadequate state reimbursement rate to serve children from the lowest income households in California. Minimally the state needs to move to one reimbursement rate, regionalized based on the cost of living. There should be a single system of access for families, with common federal standards of continuous 12 month eligibility amongst ALL programs, including annual redetermination of families.

The San Francisco Office of Early Care and Education does not believe that the five year plan to shift all contracted child care funding into a voucher system is a move in the right direction for the ECE system in California. The federal Child Care Development Fund Notice of Proposed Rulemaking (Dec 2015) states ‘We…propose that Lead Agencies be required to use some direct contracts or grants, in addition to vouchers or certificates, in order to build the supply of high quality care.’ The Governor’s proposal is actually moving California in the opposite direction. Contracting slots at centers and Family Child Care Home Education Networks provides organizational stability by anchoring slots in quality and diverse environments. San Francisco, like many other counties across California, has significantly invested in the Quality Rating and Improvement System, a framework that aligns diverse settings, to early learning standards. 

 A mixed ECE delivery system comprised of both contracts and vouchers remains critical, offering more options for families and the ability to respond to local needs. San Francisco has administered local subsidies for the past twenty years, and has addressed this issue by anchoring locally funded ECE vouchered slots in quality contracted programs; thereby ensuring that access to quality care options exist.  Vouchers alone do not ensure this access.

Early care and education programs cannot rely on vouchers alone as they are portable and there is no guarantee that a family will choose to use them at a high quality center or quality home-based environment. In San Francisco alone a shift from contracts to vouchers would result in the loss of thousands of licensed center slots.  Those centers that can are likely to convert subsidized slots to fee-paying in order to guarantee a reliable source of income. (In many ways, this is a challenge with CalWORKs child care currently being a fully vouchered system.)  Many programs, for a variety of reasons but most especially location, are unable to attract market rate families and would face going out of business as vouchers do not guarantee consistent enrollment. With contracted programs, subsidized families have reliable access to quality early education, including CalWORKS recipients should they choose it. 

There are a number of unintended consequences contained in the Governor’s proposal.  The cost difference in moving to vouchers is enormous and would result in the loss of slots, not only because of the issue of the unreliability of ensuring enrollment, but also due to the conversion of reimbursement rates from the contract Standard Reimbursement Rate to the Regional Market Rate (RMR) for vouchers. Without an increase in state funding to support a conversion to the voucher rate, and ideally increasing the RMR to match the most current market rate survey, there would be a significant decrease in ECE capacity. The reimbursement rates must be addressed and ideally a single state regionalized rate would streamline the system. The current RMR is based on the 2009-10 market rate survey and is nowhere near to adequately covering the cost of programs to provide quality early education. San Francisco’s current number of subsidized spaces would be reduced by half under the Governor’s proposal. The impact in San Francisco of converting state contracts to vouchers, at the current voucher rate (not an increased rate), would exceed $40 million. This increase would result in a reduction of slots, since the state is not proposing additional funding. 

The State Median Income (SMI) needs to be updated. This is not addressed in the Governor’s proposal. The current income eligibility limit is still based on the 2007-08 SMI (which was actually based on 2005 data). Many families are unable to meet the outdated eligibility criteria, particularly in high-cost counties where families often work multiple jobs to survive. The proposal also does not address what happens to Early Head Start/Head Start eligible children, who are currently receiving full-time services through the blending of contract and EHS/HS funding, or what happens to 0-3 year olds currently accessing contracted subsidies.

Rather than creating a new Early Education Block Grant, some of the changes proposed in the Governor’s budget could be achieved by building upon the current system. For example, one streamlined reimbursement rate; one aligned system providing continuity of care for eligible children from birth to 5 years old. 

The Quality Rating and Improvement System (QRIS) should be managed at the local level but there is an important role for CDE in leading and coordinating the effort to ensure a statewide system. Currently not all LEA's have the infrastructure to take on QRIS, (which is in a demanding developmental phase)   CDE has delegated much of the development of QRIS to local First 5s and their Regional Consortia.  The current budget proposal lacks acknowledgement of these foundations of QRIS which have been developed as part of California’s’ RTT/ELC grant.  In San Francisco we have been assessing programs utilizing Environmental Rating Scales since 2001.  The QRIS matrix and local investments from the City and County of SF could be thwarted by a precipitous shift in administrative responsibility of the QRIS, potentially leading to additional system fragmentation.  This area of the proposal needs more thought.

There is merit in some local control but not without adequate resourcing from the state.  Certain state standards for eligibility and need, as well as meeting CCDBG regulations, require CDE oversight for consistency and overarching system building. The Governor’s proposal opens up the possibility of setting different standards depending upon funding streams which would be burdensome and confusing for families and providers, and would only serve to further fragment the state early care and education system.
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