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I. Defining the Problem 
 
Care 4 Kids, Connecticut’s child care subsidy program, was established to provide monetary support for 
moderate- and low-income families who need help paying for care for their infants, toddlers, preschoolers and 
school-age children while parents are at work or in school or training.  Care 4 Kids gives children from low-
income families a better chance at having a high quality early care and education experience, and the benefits of 
that experience for years after.   
 
Despite increases in the workforce, welfare to work policies and a growing understanding and demand for quality 
early care and education services, fewer and fewer families are succeeding in enrolling in the child care subsidy 
program. In 2002 an average of over 28,000 children per month were enrolled in Care 4 Kids.  In 2005, a little 
over 16,000 children per month are enrolled.  Thus, 40% fewer (12,000) children are benefiting from the child care subsidy 
program.  Factors contributing to this decline include: 
 

• Care 4 Kids spending was decreased by $53 million.  Between FY 02 and FY 06, Care 4 Kids overall 
expenditures decreased by $53 million (from $121.6 million to $68.6 million).  Adjusting for inflation, the 
reduction was nearly half of all funding -- $61 million (47%). The Governor’s proposed budget provides to 
restore only $1.1 million of this reduction (i.e., increase funding to $69.7 million).   

 
• Care 4 Kids denies half of the families that apply for the child care subsidy.  In the last year Care 4 

Kids processed 20,061 applications from parents applying for a child care subsidy. 1  Of these, 49% were 
denied.  An arduous application process and strict regulations contributed to the denial of almost 10,000 
needy families in 2005.   

 
In addition to families, Care 4 Kids is essential to the financial survival of many child care providers, serving as a 
primary revenue source for many early care and education centers as well as family day care homes in Connecticut.  
Yet, in a recent survey of State Funded Child Development Centers, 80% of respondents reported decreases in 
their revenue from the Care 4 Kids program from 2002 to 2004.  Reported reductions ranged from 23% to 93%.2   
Child care providers count on the income from Care 4 Kids to make up for the portion of the cost of providing 
quality child care that low-income parents cannot afford to pay.  Without this income source, child care centers 
and family day care homes are forced to turn away low-income families, or take on the additional costs themselves 

 
1 This does not represent all applications, but rather only those Care 4 Kids applications that could be processed in that time. Reported in 
a communication to the author from the CT Department of Social Services, February 23, 2006. 
2 P. Oliveira, The Crisis in Funding for State Funded Child Development Centers (CT Voices for Children, 2005), available at 
www.ctkidslink.org/pub_detail_228.html.  
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resulting in forgone wages and often inadequate funds for quality enhancements.  Many centers, lacking adequate 
revenues from Care 4 Kids and other income sources, have closed.  Infoline 2-1-1 reports that between July 1, 
2005 and December 31, 2005, of the fifty-three child care centers that closed, 79% (27 centers) cited “business not 
profitable” as the reason.  
 
To understand how well the subsidy operates from the perspective of the child care provider and where policy and 
practice might be improved, this report examines how providers experience the Care 4 Kids subsidy system, and 
what factors affect how much providers receive from the child care subsidy.   
 
II. Factors Affecting Eligibility and Timely Payment of the Care 4 Kids Subsidy, as Identified by 
Providers 
A. Families are unable to successfully maneuver through the Care 4 Kids application process. 
Reports from providers unanimously complain that the Care 4 Kids application process is time consuming and 
unnecessarily complex.  Also, despite taking the initiative to help families with the application and checking in with 
Care 4 Kids program staff3 about missing documentation, providers 
report that they receive conflicting information about what has been 
received and what is still missing 
 
B. The application review process is too slow.  Once a family 
completes and submits the arduous application, it can take anywhere 
from a month to three months for Care 4 Kids to reply with an 
acceptance or rejection.  DSS has a contractual agreement with Care 4 
Kids program management (United Way of Connecticut) to review and 
respond to applicants within thirty days of receipt of the application.  
This agreement is not being upheld.  Currently there is an average 30-day 
lag in processing time from when an application is documented as received 
and the initiation of the actual review process.  This means an application sits, on average, for one month even 
before the application review process begins.  In January of 2006 there were 2094 pending cases, waiting for 
review.4   
 
C. It is difficult to communicate with Care 4 Kids staff.  Providers also comment on the long 
wait times when they place calls to Care 4 Kids staff, seeking information on an application.  The call center 
averages about 23,000 answered calls per month.  It has recently increased its staff from 12 to 15 in an attempt to 
meet the unanswered demand for assistance in the application process. With this increase it is predicted that an 
additional 3,000 calls can be handled each month.  
 
D. Half of the families that apply are rejected.  In the last year (between February 2005 and January 2006), 
Care 4 Kids processed 20,061 applications (1,672 applications per month) from parents applying for a child care 
subsidy.  Of these, 49% were denied.  This means that 9,889 children who came forward in need of child care 
assistance were turned away in 2005.  Only 13% of those denied children were rejected because their income was 
above the eligibility threshold.5  The other 87% were denied for failing to meet other regulatory or eligibility 

 
3 The Care 4 Kids program is administered through a partnership between the Department of Social Services and a contract with an 
outside vendor, currently the United Way of Connecticut.  The UW manages the program, at the direction of DSS. 
4 Reported in Care 4 Kids Advisory Committee Meeting Summary Notes (January 24, 2006). 
5 Currently, eligibility is set at 50% of State Median Income.  As such, the maximum annual income eligibility for child care assistance for 
a family of three in Connecticut in 2005 is $36,120. 

We currently have 4 families waiting to 
get on Care 4 kids.  Two have been 
waiting for 3 months to get help.  
When I call they say they have all the 
information they need and just need to 
put it in the computer.  Then two 
weeks later I get a letter saying they 
need more information.  I have had 
parents give the same information two 
and three times with no result.  

Child Care Provider
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criteria or administrative transgressions, as shown in the chart below.  Therefore, approximately 8,603 children 
from needy families that came forward in 2005 asking for help from Care 4 Kids in paying for child care never received it.    

 
Reason for Denial (2005) # Denied (%) 

Application violations 5,736 (58%) 
Other adult in house is able to provide care 1,780 (18%) 
No family member in an approved training activity 692 (7%) 
Children over age; work schedule does not indicate need for care 395 (4%) 
Over Income 1,286 (13%) 
Total Children Denied: 9,889 

 
Annually, of the many families who are denied, 58% are rejected because they are unable to comply with the 
application rules and process.  These families may be missing information such as work schedules, pay stubs, job 
or training verification, the name of the child care provider, the identity of the Head of Household, or are late in 
providing such documents.  Another 19% of denied families are rejected because they admit that there is another 
adult in the household who is not working, and as such is presumed to be capable of providing the needed child 
care.6  These rules and their interpretation by Care 4 Kids staff at intake keep thousands of needy families from 
accessing the child care subsidy. 
 
E. Many families are not eligible, despite need.  This snapshot look does not begin to measure the true 
picture of need, as it neglects to include the hundreds of families just over Connecticut’s income eligibility 
threshold but struggling to meet the high costs of child care.  Under federal regulations, a state may designate any 
family earning up to 85% of the State Median Income (SMI) as eligible for a federally-subsidized child care 
subsidy.  Connecticut’s threshold has fluctuated over the last decade (with changes in available funding).  The 
income cutoff was set at 75% of SMI in 1992 ($47,586 annual income for a family of three, or 325% of the 
Federal Poverty Level [FPL]).  Eligibility was drastically reduced to allow only families receiving Temporary Family 
Assistance (TFA) access to the subsidy in 2001 and has never recovered.  Currently it is set at 50% of SMI for new 
families.7  As such, the maximum annual income for child care assistance for a family of three in Connecticut in 
2005 was $36,120 (or 224% FPL).  If set at the federal level of 85%, a family of three earning less than $61,404 
would be eligible. 
 
F. Getting paid is a difficult and slow process.  While awaiting approval for a child to be accepted into the 
Care 4 Kids subsidy program, the child care center has a choice: charge the family the full cost of care, deny 
services to the applying family until the application is verified, or accept the child on a sliding scale and hope that 
the application will be approved and DSS will reimburse the site for expenses incurred during the time between 
application and acceptance.  According to DSS regulation providers can be reimbursed for up to two weeks of care 
for the period between enrollment of the child and receipt of the application, if the parent or guardian is found to 
be eligible.  Few providers are able to wait for this length of time for payment or take the risk of having to absorb 
these costs if the child is not accepted, and they do not get reimbursed (which, again, is true for about 49% of the 
families applying).  
 
While private pay families pay in advance for a full session of care (i.e. one month) regardless of the number of the 
child’s absences or vacation time the family may take, this is not true for children receiving the child care subsidy.  

 
6 Under DSS regulation only a parent of the child can be considered to be another adult who is capable of providing care, but it is unclear 
whether, in practice, denials are only based on the presence of the other parent (rather than any other adult).  DSS has agreed to review 
the intake form to see if the presence of adults other than parent is erroneously being used to deny families access to the program. 
7 A family is eligible to enroll at 50% SMI or less, and can remain eligible until their income reaches 75% SMI. 
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Once accepted, a child’s reimbursement from Care 4 Kids is paid retroactively.  In addition, while private pay 
parents cover enrollment costs and other additional fees (i.e. field trips), Care 4 Kids does not reimburse centers 
for these costs.   
   
G. Care 4 Kids is not prepared to manage a growing need for child care.  The need for child care subsidies 
for low income families is expected to increase.  The recent reauthorization of the Temporary Assistance for 
Needy Families (TANF) program significantly increases Connecticut’s requirements regarding the number of 
eligible families who must be in training or working -- by about 22 percentage points (from 28% to 50%).  This 
means 3,000 additional families (from the current 3,800 families to 6,800 families) will need to meet work 
requirements,8 significantly increasing the number of TANF families in need of child care, and it is reasonable to 
assume, the child care subsidy.9 If Connecticut is unable to meet mandated participation rates, the state will incur a 
fine.  
 
Given this expected significant increase in demand, it is fair to ask, “Is Care 4 Kids prepared?”  That is, is there 
sufficient funding to provide additional child care and are the processes in place able to manage increased demand 
for eligibility determinations?  Past history suggests that the answer to this question is “No.” 
 
In previous years when Connecticut appropriated insufficient funding for Care 4 Kids, and so closed intake and 
reduced eligibility for non-TFA families, the families who were no longer eligible to enroll were put on a wait list.  
From 2004 to 2005, the Care 4 Kids wait list grew to over 13,000 families.  Although intake to Care 4 Kids was re-
opened in February of 2005 for low-income non-TFA families, less than 12% of the wait list was accepted and enrolled 
in the subsidy program.  This low rate of acceptance suggests that the wait list protocol needs improvement.    
 
Under current policy, if a family applies and is put on a waitlist, upon being called from the waitlist, the 
reapplication process provides many opportunities for failure to successfully enroll.  First, a wait-listed family has 
24 days from the time the Department of Social Services sends correspondence to reapply to complete an 
application.  If there is no response, a family’s name is removed from wait list.  If the application is received in 
time, but is incomplete, a letter is sent requesting missing information.  The Department of Social Services allows 
15 days for the applicant to provide a response.  If there is no response, again the family is dropped from the wait 
list, and must start the application process again.  If the family has moved from the last known address, some 
effort is made to forward materials, but this is most likely unsuccessful.  Past experience shows that these multiple 
barriers resulted in 88% of the families who came forward to seek help in paying for child care over that year 
never receiving it.  This is in comparison to the average denial rate, reported previously, of about 49% of 
applications. 
 
Currently there is no wait list for the child care subsidy in Connecticut. However, as demand predictably increases 
and if funding fails to correspondingly increase (for the subsidies as well as for staff to process eligibility), it is 
likely that Connecticut will again be forced to institute a wait list. To assure that eligible families get the child care 
subsidy they need to work, the problems experienced with the wait list in the past must be addressed.  
 
III. Factors Affecting How Much Providers Are Paid to Serve Children Subsidized by Care 4 Kids 
 
A. The maximum available as defined by the Care 4 Kids reimbursement rate structure.  Aside from the 
challenges in the application and payment process, the low payment rates are a deterrent for providers to accept 

 
8 New TANF Caseload Reduction Provisions to Put Pressure on States. (Federal Funds Information for States, January 2006), available at: 
www.ffs.org.  
9 Currently, about 35% of TANF families access the child care subsidy. 
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families paying for child care with a child care subsidy.    Reimbursement rates for all providers (licensed centers, 
licensed family day care and kith and kin providers) have not been updated since 2002, contributing to a 
significantly under-funded system. 
 
DSS regulation sets unlicensed family child care provider reimbursement rates according to minimum wage, such 
that for each child, a provider receives one-third of the state minimum wage.  In 2002, family child care 
reimbursement rates for full time care (35 – 50 hours per week) were $89/week.  Despite an increase in the state 
minimum wage in 2004 and in 2006, the Care 4 Kids reimbursement rate has not been adjusted to reflect these 
increases.  As shown in the chart below, if the reimbursement rate was updated to reflect the new state minimum 
wage, the weekly rate would be increased by about $34 per week, or $140 per month, a significant amount for a 
low income family and a struggling child care provider. 
 

4 Kids Unlicensed Family Child Care Reimbursement Rates 
for Full Time Care (35 - 50 hours) 

Reimbursement Rate (set in 
2002) 

2006 CT Minimum Wage of 
$7.40/hr 

$89 / week $123 / week 
 
Child care center reimbursement rates are based on a survey of the prices charged by providers across the state.  
Under federal law, DSS must conduct a market rate survey of child care providers every two years.  The United 
States Department of Health and Human Services (HHS) requires states to set subsidy rates high enough to 
ensure that families using subsidies have sufficient access to child care.  HHS specifies that reimbursement rates 
set at the 75th percentile of the market rate can be considered to provide sufficient access to child care.10  (At the 
75th percentile, the rate cap would equal or exceed the rates charged for 75 percent of the care in the market.)  In 
FY 2004-2005, 23 states indicated that they cap their reimbursement rates at the 75th percentile or higher.11  In 
Connecticut the subsidy is set much lower-- at the 60th percentile.  Only about a dozen other states, including Georgia, Alaska 
and Alabama, have rates set at a level lower than the 60th percentile.12  
 
Although DSS is mandated to do this market rate survey every two years to determine the fees charged locally by 
child care centers, it is not explicitly required to increase the reimbursement rate to reflect the results of the survey 
(but is only required to set them high enough to ensure “sufficient” access).  Consistently, DSS has delayed 
updating reimbursement rates to reflect current market rates.  For example, DSS did not increase reimbursement 
rates for almost a decade between 1991 and 2001.  Presently, 2006 subsidy reimbursement rates are based on the 
2001 market survey.  Not only does this lag in updating rates result in spending $62,000 every other year on a 
survey that is not used, but also it results in a reduction in the actual value of the subsidy provided to parents and 
providers. 
 
For example, currently the average reimbursement rate for a preschooler in a child care center in Connecticut is 
$157 per week.  This rate reflects the 60th percentile of the price of care according to the 2001 Market Rate Survey.  
Because these rates have not been increased in five years, when compared to the 2005 Market Rate Survey, as 
shown in the chart below, current rates are well below even the 50th percentile ($165), and are 13% below the 60th 
percentile market rate in 2005.   

 
10 United States General Accounting Office, Child Care: State Exercises Flexibility in Setting Reimbursement Rates and Providing Access for Low-
Income Children, Report to Congressional Requesters, GAO-02-894 (2002). 
11 Information available at: www.nccic.org/pubs/issuebriefs/rateceilings.html.  
12 K. Schulman and H. Blank, Child Care Assistance Policies 2005: States Fail to Make Up Lost Ground, Families Continue to Lack Critical Supports 
(National Women’s Law Center, 2005), available at: www.nwlc.org/pdf/ChildCareSubsidyReport_September2005.pdf.  
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Connecticut Care 4 Kids Subsidy Weekly Reimbursement Rates at 

50th, 60th and 75th Percentile of 2005 Market Rate Survey Costs 
Full Time 
Center Care 

2005 Average13 
Weekly 

Reimbursement 
Rate 

50th Percentile of 
2005 Market 

Rate 

60th Percentile of 
2005 Market 

Rate 

75h Percentile of 
2005 Market Rate 

Infant / 
Toddler 

$199 $208 $225 $246 

Preschool $157 $165 $180 $203 
 

Thus, if you subtract what families are receiving today from what they could be receiving if reimbursement rates 
were updated, for each child, families are being denied between $20 and $25 per week (or between $80 and $100 
per month) of what current state statute (setting the reimbursement at the 60th percentile) requires.  And worse, 
families are receiving between $40 and $50 less per week (or between $160 and $200 less per month) than federal 
standards would consider sufficient for Connecticut to provide sufficient access to child care assistance. 
 
B. Care 4 Kids policies affect how much the child care provider actually receives. Providers often 
inadvertently provide care for a period of time when the child was not authorized for payment.  Often the 
problem does not surface for several weeks.  Regardless of the cause, the consequence is that providers are not 
compensated for care provided to the child as they are unable to get reimbursed by the state or the parent, in most 
cases.   
 
C. A Hypothetical Case: Private-Pay vs. Care 4 Kids.  A preschool age 
child is enrolled in a Hartford child care center for full time care for five 
months that charges $800/month, has a one-time registration fee of $25, 
and a $10 field trip fee. Halfway through that same month, the parent loses 
her job.  It takes the provider two weeks to fill a vacancy.   
 
If this were a Private-Pay Family: The parent must pay all fees at the 
beginning of the month.  The parent must give two weeks advance 
notification of leaving the program, or will be charged anyway, and does so halfway through the third month upon 
losing her job, leaving at the end of the month.  With the two weeks notice, the center is able to use the time to 
seek a new child to fill the space.  A new private-pay parent begins care at the beginning of the fourth month, and 
pays the registration fees and monthly fee for the following month. 
 

Private Pay Family 
 First Child in  

First Three Months:
Replacement Child  
in Fourth Month: 

Enrollment Fee: $25 $25 
Field Trip:  $10 $10 
Full Monthly Fee: $800 X 3 = $2,400 $800 X 1 = $800 
Total Payment: $2,435 $835 
Provider receives $3,270 spread evenly across the four-month period. 

 

 
13 Care 4 Kids reimbursement rates vary by age of child, duration of care and geography. 

“What if I asked you to go to work for 
a month, but with no pay.  And I told 
you that there was a 50/50 chance 
we’d pay you after that.  And I asked 
you to do that every month.  Could you 
survive?  Could you pay your bills?  
That’s exactly what Care 4 Kids asks 
us to do!” 
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If this were a Care 4 Kids Family: The Department of Social Services pays retroactively and does not pay 
registration and field trip fees.  It does not have policies to help providers collect parent fees for the portion of 
cost not covered by Care 4 Kids, nor for the other uncovered items, and most parents cannot afford to pay them.  
The provider may not be notified that the parent was terminated from the subsidy program due to the loss of her 
job, until it shows up on their reimbursement in a later month (and thus continue to provide care).  Once 
informed, the provider can then require the parent to leave immediately, but will pay out of pocket for two weeks 
of fees that neither Care 4 Kids nor the parent will cover, and also will lose fees for the period of time it takes to 
find another child to fill the slot. 

 
Care 4 Kids Family 

 First Child in  
First Three Months:

Replacement Child  
in Fourth Month: 

Enrollment Fee: $0 $0 
Field Trip:  $0 $0 
Care 4 Kids: $645 x 3= $1,935 $0  
Parent Fee Portion: $0 $0 
Total Payment: $1,935 $0 
Provider receives $1,935 spread unevenly over the four-month period owing to 
retroactive and late payments, four uncovered weeks, waiting on a new child and on 
Care 4 Kids acceptance and no parent fees, registration fees or field trip fees. 

 
In Comparison: The center with the private pay families receives $3,270 spread evenly across the four-month 
period.  The center accepting the Care 4 Kids families receives $1,935 spread unevenly over the four-month 
period.  Thus the private pay center receives nearly double the revenue ($1,335 more) for the same service, simply 
because they serve private pay families; a clear incentive NOT to accept s children subsidized by Care 4 Kids.   
 
IV.   Improvement Strategies 
A fundamental premise of the Care 4 Kids child care subsidy program is that families using the child care subsidy 
have access to child care that is comparable to the care available to families able to afford the full price of care 
without the subsidy.  While it is essential to ensure that parents are aware of and can access the subsidy, the system 
also relies on child care providers’ willingness to accept this form of payment and serve these families and 
children. Yet, for the reasons outlined in this report, the difficulties inherent in the process of applying for and 
receiving the subsidy – coupled with low payment – can make participation in the program more time consuming 
and frustrating than the income is worth.  As a result, providers may choose to admit fewer children receiving the 
subsidy, markedly reducing access to needed child care. The following recommendations could help address the 
problems identified in this report:  
 
A. Simplify the enrollment and payment process 

1. Identify the “problem spots” that cause applications to be returned as incomplete and make changes to the 
application to make enrollment more efficient. 

2. Examine if there are questions or information requests made in the application that are not necessary to 
enrollment in Care 4 Kids, and could be dropped from the process.  

3. Implement an ongoing review and public accountability system for the Care 4 Kids program contractor 
(United Way of Connecticut) to ensure that the program is meeting agreed upon timelines for review and 
response to parents.  Consider ramifications if they do not. 

4. Provide the necessary staff support to meet timelines, as well as to be responsive to calls for assistance in 
the application process. 
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5. Accept and use the name, address and phone number for each child’s child care provider as additional 
contact information on the initial application to ensure that the subsidy administrator is able to reach all 
families either when they become eligible for subsidy, or if additional information is needed to complete 
the application. 

6. Presume eligibility for Care 4 Kids for parents who present one-month’s proof of income that shows their 
income to be below the threshold for eligibility (as has been done for HUSKY/Medicaid). 

7. Provide funding to initiate outreach services to help families successfully complete the application on the 
first try, and to inform additional income-eligible families of the subsidy program. 

8. Review regulations that result in large denial rates to be sure the rules are both necessary and being 
appropriately and consistently applied in all cases. 

 
B. Better ensure that payments are sufficient and that they be made in a timely and reliable manner 

1. Set the initial Care 4 Kids income eligibility at 75% of state median income for families in all priority 
groups. 

2. Set reimbursement rates at the 75th percentile of consistently updated market rates. 
3. Ensure that subsidy system policy mirrors and supports common market practices. 
4. Adopt a policy of presumptive eligibility for Care 4 Kids. 


