
 

 
The Erosion of Child Care Funding for  

Working Families in Connecticut 
Executive Summary 

Peg Oliveira, PhD 
December 2005 

 
I.  In Summary 
In Connecticut, child care fees for one child can consume 25% to more than 40% of a family’s annual gross 
income.  To help pay for the high cost of child care, low-income Connecticut families can receive government 
support from a variety of sources.  These programs can make the difference between a parent being able to 
work or remaining unemployed.  Connecticut’s three primary early care and education programs, all providing 
similar services at comparable levels of quality, are Head Start, School Readiness, and State-Funded Child 
Development Centers.  In addition, if families are poor enough, they can get a child care subsidy (Care4Kids) 
from the Connecticut Department of Social Services (DSS) and take it to any early childhood provider 
(including family child care) in the state.  Although these programs differ somewhat in their origins, initial 
intended purposes, the entities responsible for them, and their current financing, they now collectively seek to 
address a significant state need – to provide high-quality early care to very young children.   
 
To the families served by these programs, it does not matter what the program is called, who runs it, or how 
it is funded. What matters is that the parents can afford the program, that their children will be safe and well 
cared for, and that children will be learning at the same time that their parents are working.  High quality 
learning environments in the early years advance children’s school readiness, while low quality settings set 
children back developmentally so that it is hard for them ever to catch up.  Despite this knowledge and the 
demonstrated need of Connecticut families, Connecticut’s funding for early care and education remains 
insufficient, and has actually declined in recent years.  A 2004 Office of Legislative Research report found that 
from 1999 to 2004, “state spending on School Readiness and Head Start programs has generally risen, while 
spending on the Care4Kids program declined by almost 40%.”1   In addition, over this same period, the State 
Funded Center program experienced a decline in expenditures of about 14% (22% when adjusted for 
inflation).2   
 
Connecticut has a vision that all children begin kindergarten fully ready for school success. And as the 
wealthiest state in the nation, there is no excuse for failure.  A key component in achieving this public goal is 
for all families seeking early care and education to have access to affordable, high quality programs.  While 
Governor Rell identifies quality early care and education for all children as a top priority for her 
administration, she is also clear that improvements will come in small increments over a long period of time.3  
Unfortunately, a young child’s development cannot be put “on hold.”  Each year of delay means another 
group of children lose the chance to achieve their full potential.  Connecticut can afford to do a better job now 

 
1 Connecticut General Assembly, Office of Legislative Research, Preschool and Child Daycare Programs, 2004-R-0502, (September 27, 
2004), available at www.cga.ct.gov.   
2 For an overview of early care funding in the Department of Social Services and State Department of Education in the FY 06 
Budget see P. Oliveira, A Summary of the Final FY 06 Early Care Budget (Connecticut Voices for Children, September 2005), available 
at www.ctkidslink.org/pub_detail_255.htm.  
3 Comment by Governor Rell at the Early Childhood Education Cabinet Meeting, September 2005. 
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to help low-income families afford the child care that is necessary for them to work and for their children to 
arrive at kindergarten fully ready to learn.    
 
New investment in early care and education for some children in some programs is undermined by the 
continued deterioration of the essential services that historically have been instrumental in allowing low 
income families to work, and have served as the backbone of child care providers’ funding.  Cuts in funding 
to the Care4Kids program (reduced by nearly 40% from FY02 to FY05) coupled with unequal payment rates 
across state agencies for similar services ($5,500 from DSS as compared to $7,500 from SDE per child) and 
no cost of living increases for State Funded Centers have actually driven programs into deficit, requiring them 
to borrow money just to make payroll.   
 
II.  These specific challenges must be addressed: 
 
A.  Overall, early care and education programs have been cut.  Though the $7.8 million increase in 
the FY 05 budget is a strong start toward recovering previously cut funds, total funding approved for early 
care initiatives in FY 06 in DSS and SDE is still $25.75 million (or 11%) less than the $229.7 million spent for 
early care in FY 02 (and $28 million less if adjusted for inflation).    

 
The consequence of these cuts is a deterioration of the capacity of the state to meet the needs of all children 
who require early care and education services.  The number of licensed child care providers has dropped by 
22% from 1999 (6,167) to 2004 (4,810).  The number of licensed child care spaces has dropped by 11% from 
1999 (124,506) to 2004 (110,623).   
 
B. DSS programs lapse funds appropriated by the legislature for child care.  Despite the 
demonstrated need for child care subsidies, in FY 03 31% of the funds appropriated to Care4Kids were not 
spent.  In response, the General Assembly adopted legislation to attempt to ensure that all funds appropriated 
to Care4Kids be used for this purpose, which states, "The department [DSS] shall open and maintain 
enrollment for the child care subsidy program and shall administer such program within the existing 
budgetary resources available.”4  However, despite this clear statement of legislative intent, DSS closed intake 
to the program for families not receiving temporary family assistance for the majority of 2004.  By arbitrarily 
closing intake to certain low-wage working families, DSS’ actions again resulted in a significant amount of 
unused funds.   
 
C.  Connecticut is relying heavily on federal funding and is not contributing its share to early 
care and education.  With the inevitable cuts at the Federal level to programs supporting child care, this is a 
dangerous source to rely on for a significant proportion of early care funding.  In particular, Federal Child 
Care and Development Block Grant funds5 are used increasingly to finance Care4Kids, Connecticut’s child 
care subsidy program.  Connecticut’s state investment has dropped significantly: from about 50% of total 
spending on the program ($30 million) to about 33% ($23 million) of total spending. 
 
Also, Connecticut invests about $23 million of state and federal funds annually into State Funded Centers.6  
The reduction in the state’s contribution to these grants (as distinct from the federal funds that DSS also 
includes in the grants) is one contributor to the fiscal crisis that these centers are facing. In fact, adjusted for 

 
4  P.A. 04-258, §37(a), An Act Concerning State Expenditures for Social Service Programs. 
5 Note that CCDF funding is based on the Federal Fiscal Year (October 1 to September 30) and is different from the Child Care 
Subsidy allocations and expenditures that are based on the State Fiscal Year (July 1 to June 30).  This adds to the complexity of 
budget comparisons. 
6 Status of Child Care in Connecticut, 2005, see n. 15 above.   
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inflation, the FY 05 General Fund investment in State Funded Centers was 10% ($770,000) less than the 
investment in FY 02. 
 
D. Formulas designed to sustain growth and provide adequate support are manipulated to cut 
costs.    Many formulas exist to ensure that allocations reflect increased costs, as well as to objectively allocate 
available funds to children or districts based on need.  However, manipulation of these rules allows the 
General Assembly to cut spending, in spite of the intent of these formulas to sustain growth.  For example, 
while Care4Kids funding was increased, in 2002, to reflect the increased “price” of care according to the 2001 
Market Rate Survey, the level of payment was reduced from the 75th percentile of prices to the 60th percentile, 
in order to cut costs of the program.   And have not been updated since.  In addition, to cut spending the 
eligibility levels for the child care subsidy have become more limiting over the last decade, from 75% to 50% 
of SMI. 
 
E.  Child care centers are not viable business models, as they exist today.  Unlike most industries 
in which demand drives price, while the need for quality care continues to increase, this demand does not 
translate into parents’ ability or government’s willingness to pay more for it.  As a consequence many centers 
in Connecticut now run substantial annual deficits that yearly endanger their ability to continue operating or 
at least to continue offering services to lower-income families that need them the most.7  These factors call 
into question the economic viability of a small, independent child care center business model, and suggest the 
need to think creatively about alternative strategies to help center reach economic efficiency.8   
 
 III.  Recommendations for Efficiently Moving Toward the Vision of “All Children Ready” 
 
A.  Adequately fund existing programs that are the backbone of early care and education.   

1. Restore Care4Kids funding.  Current funding for the child care subsidy program is inadequate, and 
has forced DSS to close intake to families who are not receiving Temporary Family Assistance (“non-
TFA families”) for most of 2005. However, the FY 06 budget appropriates $3 million less than what 
was determined to be needed simply to maintain current services in 2006, not even taking into 
account this unmet need. In addition, low-income families not eligible for the subsidy under existing 
income cut-offs continue to struggle to pay for child care, demonstrating the need to restore eligibility 
levels to 75% of State Median Income (currently they are set at 50% of SMI) for families receiving 
TFA, as well as non-TFA families.  If child care assistance is insufficient to serve all families, and 
Connecticut restricts eligibility only to welfare recipients and families transitioning off of assistance, 
many low-income, at-risk families will feel forced to go onto welfare because they cannot maintain 
employment without assistance with child care.  This result undermines the purpose of welfare reform 
– to reduce the number of families who must rely on cash assistance by helping low-wage families 
achieve economic stability.  It is recommended that Connecticut: 
• Open intake to all non-TFA families of incomes below 75% of SMI 
• Maintain coverage for all other families currently enrolled 
• Restore funding to Care4Kids to fund these restorations. 

2. Maintain and increase funding allocated to the State Funded Centers in the FY 07 budget. The $3.7 
million addition in state funding for the State Funded Centers will allow for a new average full time 
preschool rate of $6,344 (up from the current average rate of $5,565).  This is still much less than the 
School Readiness rate of $7,750 per child, and much less than a 2005 estimated annual operating cost 
of about $8,890 per child.  Continued investment in this program in FY 07, through another increase 

 
7 Crisis in Funding, see n. 16 above. 
8 P. Oliveira, New Strategies to Help Child Care Centers Succeed in the Challenging World of Small Business (CT Voices for Children, 2005), 
available at www.ctkidslink.org/publications/ece05strategies11.pdf.  



 4

in the reimbursement rate and a regular cost of living increase, would bring these centers to a more 
stable financial base. 

3. Provide for the necessary funds to support the legislatively mandated increase in the School Readiness 
reimbursement rate.  The concurrent expansion of spaces and quality is the ultimate goal.  In 2004 
carry-forward funds were allowed for expansion.  This year, with encouragement from the Governor 
and legislators to focus on quality, centers are mandated to increase the individual reimbursement rate, 
but funding is not also provided for the previously added spaces.  Expansions must be supported with 
an increase in overall funding sufficient to cover the increase in cost due to both the increased cost of 
the reimbursement rate as well as the current number of spaces.   

 
B.  Be strategic in distributing, managing and fully utilizing appropriated funds. 

1. Care4Kids. Based on the current Care4Kids caseload (an average of about 16,000 per month) and the 
increased rate of new enrollees (2000 in September 2005 compared to 1400 in July 2005), the 
Department of Social Services predicts that again, in 2005, the Department’s budget will not 
adequately meet the demand for the subsidy.  It appears that to avoid overspending, DSS will again 
close the Care4Kids program to some portion of now eligible families.  If, in 2006, the program is in 
danger of exceeding its budget, it is imperative that DSS not make the choice, again, to close intake 
prematurely, and in the end, lapse funds.  

2. School Readiness. Current law protects districts from receiving less funding through the School 
Readiness grant than they did in the previous year, suggesting legislative intent to at least sustain the 
program.  Overall, funding has been increased, an indication of intent to actually grow the program.  
Unfortunately, despite good intentions, the convergence of a number of complications described in 
this report has resulted in no growth for some Connecticut towns, and some reductions in others.  To 
avoid these problems in the future: 

a. A protocol or formula ensuring a balance between increases in capacity and investments in 
quality for School Readiness programs is necessary to maintain parallel growth in the two 
goals.   

b. In School Readiness, as in many other areas of the state budget, reliance on one time funding, 
though useful in the present, can prove problematic in the future.  We must be more careful 
about our one-time investments, so that expansions can be sustained in future years.   

c. Finally, a review of the current town distribution formula, as well as the timing and protocol 
for distributing allotted dollars to towns, should be undertaken to assess the fairness of the 
formula for all towns as well as to identify barriers to full utilization by some towns.     

 


