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Preface

The 2009 Legislature directed the Minnesota Department of Human Services (DHS), in
conjunction with the Minnesota Department of Education (MDE), to study how to effectively
transition Basic Sliding Fee Child Care, Minnesota Family Investment Program (MFIP) Child
Care, and Child Care Development grants from DHS to MDE. The Legislature also directed that
the study determine how to create an Early Learning system with one common set of standards.
The legislative language is included as Appendix A.

This study is constructed in two parts. The first part addresses how to effectively transition child
care programs from DHS to MDE. It is organized into the following sections:

e Introduction

e Minnesota Department of Human Services
e Minnesota Department of Education

o Stakeholder communication

e Conclusion.

The second part discusses creation of an early learning system with one common set of
standards, and includes an update on the work of the Early Childhood Advisory Council (ECAC)
and the cross-agency Quality Rating and Improvement System (QRIS) workgroup related to
standards.

Part I: How to Effectively Transition Child Care Programs
from DHS to MDE

. Introduction

MDE and DHS share a policy focus on children ages birth to kindergarten entrance. Within this
shared focus, each department has a programmatic and service emphasis that reflects the policy
goals and funding sources of the specific departments. MDE provides services to young children
and parents through school districts and grantees with the School Readiness, Head Start, Early
Childhood Screening and Early Childhood Special Education and Part C programs. In addition,
parent education is made available by all school districts through the Early Childhood Family
Education (ECFE) program. Meals are provided to students in schools and children in child care
settings through MDE’s Child and Adult Care Food Program.

DHS provides funding and support services to child care programs and parents, including the
Minnesota Child Care Resource and Referral Network, the Minnesota Center for Professional
Development, other professional development and child care quality grantees and the Child Care
Assistance Program (CCAP). The programs and services of both departments are funded by
federal departments through grants and permanent programs through state general fund dollars,
local levies and occasionally through private sources. The departments, within this shared focus,
coordinate and collaborate to create an integrated policy effort around issues of school readiness,
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and provide families with young children care and education that supports the state’s goal of
having all children school ready by 2020 [M.S. 124D.141].

Examples of this coordination and collaboration include:

e The Minnesota Early Childhood Advisory Council (ECAC), required by the 2007
Head Start reauthorization and established by a governor’s executive order, is charged
with development or enhancement of high-quality systems of early childhood
education and care designed to improve school preparedness. It has an assistant
commissioner from each department as council members. Staff from both
departments support the work of the committees and the larger council. Much of
ECAC’s focus and work is a result of the 2006 Governor’s Summit on School
Readiness. DHS and MDE jointly planned and convened the summit on behalf of
Governor Pawlenty.

o Both departments planned and implemented the pilot version of the Quality Rating
and Improvement system. The pilot system includes child care programs, as well as
Head Start and School Readiness programs.

e Head Start and the Child Care Assistance Program have worked together to reduce
and remove funding barriers for families and programs, with the goal of enabling
children to receive improved services.

e The Part C Advisory Committee, administered by MDE and mandated by the federal
Special Education Office, includes a member from DHS representing child care and
other DHS programs.

e The Professional Development Advisory Committee, a state advisory committee
administered by DHS, includes representation from MDE.

e Representatives from both departments sit on the Minnesota BUILD Advisory
Committee and Minnesota Early Childhood Comprehensive Systems (MECCS)
Interagency Leadership Team.

o The statewide Strong Foundations Conference, which focuses on professional
development for caregivers of infants and toddlers, is led and managed by staff from
both MDE and DHS.
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Il. Minnesota Department of Human Services

1. Introduction to Child Care Assistance Programs and Child Care
Development Grants

a. Child Care Assistance Program

The Child Care Assistance Program subsidizes child care costs for low-income families. The
Basic Sliding Fee program (BSF) serves families who are not currently or recently attached to
the Minnesota Family Investment Program (MFIP). The MFIP Child Care Program serves
families on MFIP, Minnesota’s cash assistance program for families. MFIP Child Care also
serves families who have either exited MFIP within the past 12 months, or who exited more than
12 months ago and live in a county with a waiting list for BSF that limits the county’s ability to
move the family into the BSF program. These families are sometimes identified as receiving
either Transition Year (TY) or Transition Year Extension (TYE) Child Care, which is part of the
MFTIP Child Care program.

b. Child Care Development Grants

Child Care Development Grants encompass programs and services to improve the quality of
early childhood and school-age care and education settings to promote children’s development
and learning. Grants to local and statewide organizations support an infrastructure for child care
resource and referral (CCR&R); professional development; quality improvement and a business
loan program for child care providers; accreditation facilitation of licensed programs; and local
initiatives to improve the quality of caregiving in legal unlicensed or family, friend and neighbor
settings. Related activities include monitoring and technical assistance to grantees, as well as
research and evaluation efforts designed to track child care use, child care supply, child care
workforce characteristics and needs and evaluation of quality improvement efforts.

¢. Federal Child Care and Development Fund — Brief Overview

The administrative costs of both the Child Care Assistance Program and Child Care
Development Grants are funded primarily through the federal Child Care and Development Fund
(CCDF). CCDF is a federal block grant with the stated purpose of increasing the availability,
affordability, and quality of child care services. The program provides federal funding to:

“(1) provide low-income families with the financial resources to find affordable quality child
care for their children; (2) enhance the quality and increase the supply of child care for all
families, including those who receive no direct assistance under the CCDF; (3) provide parents
with a broad range of options in addressing their child care needs; (4) strengthen the role of the
family; (5) improve the quality of, and coordination among, child care programs and early
childhood development programs; and (6) increase the availability of early childhood
development and before- and after-school care services.”'

Administrative funding levels and requirements of the CCDF will be addressed in more detail in
section 3 of Part 1.

45 CFR, Parts 98 and 99, Child Care and Development Fund; Final Rule, p.39982.
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2. Administrative Structure at the Department of Human Services, in Relation to
Child Care Programs

As is the case with many human service and social service programs, CCAP is state-supervised
and county-administered. Many services supported by the Child Care Development Grants are
also coordinated at a state level and delivered through community-level grants in the CCR&R
system and linked to county-level child care assistance programs and child care licensing.' This
is similar to the local grantee delivery system in many DHS programs.

Both CCAP and Child Care Development Grants operate at DHS within an agency-wide
structure developed to serve counties and grantees in their administration of multiple programs.
In some cases, centralization of functions is agency-wide; in other cases, functions are
centralized to cover some, but not all, programs. This section examines functions at DHS in
relation to the child care programs, and whether they are centralized or decentralized.

a. Activities Occurring within Child Care Teams

Many core child care administrative functions occur within two inter-related child care teams —
Child Care Assistance Program and Child Development Services (CDS). The work done by these
teams falls into three categories — work done by both teams, joint activities, and work done by
one of the two teams.

i.  Work done by both teams includes
o Policy analysis and development, including legislative analysis.

e Research and evaluation to document emerging trends in child care, encourage
evidence-based practices in child care settings, and assess the impact of supports for
improving affordability and quality of child care.

o Implementation of new federal and state initiatives, including pilot programs (e.g.,
Parent Aware quality rating system pilot, School Readiness Connections).

o Linking policies and programs to support access to high-quality early childhood care
and education, particularly for children most at risk of not being ready for school.
Examples include development of the Quality Rating and Improvement System,
School Readiness Connections, differential rate policy in CCAP, supports for
accreditation in CDS, and the pre-k allowance program.

o Early childhood systems-building efforts: Examples include support for the Early
Childhood Advisory Council, linkages to BUILD, and Strengthening Families.

e CCAP maximum rates: The annual rate survey is conducted through the Child
Care Resource & Referral agencies and used for market rate analysis and rate setting
in CCAP.

! Minnesota’s Child Care Resource & Referral system is structured in statute to serve geographic areas as defined by
the Governor’s Economic Development Regions. These 11 regions are groupings of counties.
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e Support for parents seeking child care: CCR&R referral services and county CCAP
services coordinate in serving families.

e Development of the federal Child Care and Development Fund plan, which includes
both CCAP and child care quality activities.

e Providing information on quality of care to child care providers: county-level CCAP
services support dissemination of information meant to support quality improvement
to registered licensed and legal unlicensed providers serving CCAP children in
coordination with CCR&R.

ii. Work done by one of the two teams

CCAP
o Technical assistance to, and oversight of, county CCAP administration, to aid
counties in consistent application of program policy.

o Technical assistance to counties regarding financial management of their
expenditures, allocations, and waiting list.

o Development and implementation, in conjunction with CDS, of an annual survey
of child care providers’ practices and rates, and analysis of rate data collected
using DHS analysis protocols to inform DHS, legislators, and the general public
about setting CCAP maximum rates to comply with CCDF regulations regarding
rate surveys.

CDS

e Program administration of the Child Care Development Grants, described earlier, that
improve quality and increase supply of child care programs, as well as provide
families with information on finding high-quality child care options.

e Technical assistance, training and support for Child Care Development grantees.

Staff on the CCAP and CDS teams and non-personnel costs directly incurred by these teams are
paid through federal CCDF funds.

b. Activities that are Centralized

Many functions that support the CCAP and CDS programs are disbursed throughout the

agency. This centralized support occurs in all state agencies, although which duties are
centralized varies by agency. This section categorizes these functions in three ways, and provides
examples of each.

1.  Agency-wide Activities

Some functions such as information technology (IT), graphics, communications, electronic
documents, translation services, human resources and financial operations serve all areas of
the agency and are centralized for all of DHS. There are also situations in which another area
of DHS provides expertise and products to applicable DHS programs. An example is the
Reports and Forecasts Division, which forecasts the CCAP caseload and expenditures, and
completes required federal reports on caseload and legislative fiscal notes. Another example
is the Appeals and Regulations Division, which hears participant appeals, provides legal
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consultation on program and policy issues, and provides legal support for contract execution
and management. The Internal Audits team provides review and expertise on audit and error
report issues.

These functions are generally covered through agency indirect funds.

il. Activities Centralized Across Multiple Programs, But Not the Entire Agency

Some functions such as relations with some county associations, constituent contacts, case
reviews, and manual and form development occur in one place across multiple programs,
including CCAP, to most efficiently and effectively meet customer needs. Grant management
functions are coordinated across multiple programs, including Child Care Development
Grants, to ensure accountability and standardized approaches to legal and fiscal practices.
Case reviews, including those for child care as required by the federal government, are
coordinated across multiple programs to allow for segregation of duties required, as
stipulated in federal requirements, and to allow for consistency in audit standards. Fraud
prevention and recovery support functions are located in a team that supports CCAP
requirements, as well as those of other programs.

In cases where functions are pooled within a division, staff fulfilling these functions is not
currently paid with CCDF fundls.

iii. Computer Systems, and Related Activities

DHS recently implemented the statewide Minnesota Electronic Child Care system (MEC?)
which provides automated support for case management at the county level. MEC? has
increased consistency in policy application across counties, has created ease of access for
clients, and reduced county administrative burden by eliminating duplicate entry of data into
MEC? and MAXIS. MEC” is an automated computer system for CCAP eligibility
determinations, case management, billing and provider payments. MEC? has a Web-based
front end separate from MAXIS, but its database and background processing are fully
integrated with MAXIS. Moving forward, MEC” will allow for increased oversight of
integrity of administrative practices, and development of more family-friendly policies that
reduce duplicative requirements across programs.

DHS operates MAXIS and MEC?, which are used statewide to determine eligibility for
Minnesota’s cash, group residential housing, child care, health care, foster care and food
assistance programs. DHS provides IT application development and maintenance support for
these systems, as well as issuing legal notices and payments to clients and providers (through
Electronic Benefit Transfer [EBT], warrants and direct deposit). It also operates and
maintains the MEC? Provider Resources Online system (MEC? PRO), a Web-based
electronic billing and inquiry system for child care providers, which is fully integrated with
MEC?. Through MAXIS, MEC?, and the DHS Data Warehouse, DHS staff provides data for
program evaluation, financial accounting, and federal reporting for the programs
administered through MAXIS and MEC”. DHS also interfaces between systems. Two
examples of systems with which MEC? interfaces are the child support (PRISM) and
licensing systems. Through the MEC? interface with PRISM, MEC? receives notification of
child support paid to the CCAP family and alerts the family's child care worker to enter the
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child support payments as unearned income in MEC?. MEC? sends child support referrals on
CCAP cases to PRISM, as legally required. The licensing interface supplies licensing
information for providers who are added to MEC?, and updates that information with
licensing changes. This also triggers MEC? background processes, where needed, to send
notices and change the child care service authorization.

A number of functions form a bridge between MEC? and CCAP policy staff. Examples of
this include the Help Desk for county users of the automated systems, policy and systems
training, policy and system user manuals, the MEC? county liaison, and PolicyQuest through
which counties pose policy questions which are answered by DHS and posted in an online
forum that includes multiple programs and can be accessed by all counties.

CCDF funds are transferred to Transition Support Systems, the division that manages and
maintains MEC®. See section 3 for more details.

3. Overview of CCDF Funds Spent on Administration

a. Federal Funds: Indirect

Federal Child Care and Development Funds (CCDF) are used to pay for costs related to
administering the Child Care Assistance Program and child development services, including
salary and non-salary costs, as well as a portion of costs related to child care licensing staff. In
addition, agency and statewide indirect costs that support federal grants are allocated to federal
funds. Indirect costs include a portion of administrative supports related to central services such
as appeals and regulations, reports and forecasting, financial reporting and human resources.
Each year, DHS requests a waiver from Minnesota Management and Budget (MMB) to limit the
amount of agency indirect costs that a federal capped fund must pay to 10 percent of the total
administrative costs.' This ensures that at least 90 percent of available funds are spent on direct
administration of human service programs.

DHS indirect cost practice and procedure are different than that of MDE. DHS allocates indirect
costs to all administrative accounts that include salaries, whereas MDE has costs that are
excluded from both the rate calculation and from billing. It is unknown at this time what effect a
transfer would have on the amount of funding allocated to indirect costs.

b. Federal Funds: Administrative

Federal CCDF regulations limit the amount of administrative dollars expended to 5 percent of
the total federal allocation and state match required under the program. In Minnesota, the total
federal funds were $107 million in FFY 2009, the most recent year available from the federal
Child Care Bureau. In FFY 2010, DHS budgeted $3.3 million (or 3.1 percent of the federal
allocation) for administrative costs in CCDF, which includes the agency indirect costs noted
above. The $3.3 million budgeted for administration is divided as follows:

! This cap would not automatically move with the child care programs to MDE. The level of funds required for
agency indirect could increase.
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Child care administrative expenditures

Child care salary and administration $2.,860,000
Child care licensing' $110,000
Indirect $320,000
Total $3,290,000

Federal CCDF funds also support ongoing costs incurred by the MAXIS computer system for the
MEC? child care assistance eligibility and payment system. Spending authority for MEC? is

$1.5 million, with current annual costs averaging $1 million. Systems expenditures are not
included toward the federal administrative cap noted above.

c. State Funds
A total of $93,000 in general funds is budgeted for salary and non-salary staff support of Child
Development Services.

d. Other Funds
A private grant awarded through the Minnesota Early Learning Foundation provides a time-
limited source of funding to support administrative costs related to implementation of the pilot

Quality Improvement Rating System, also known as Parent Aware. In state fiscal year 2010,
funding is $125,331. This funding will end June 30, 2010.

4. Moving to a Different Administrative Structure — Framework, Issues, and
Possible Solutions

a. Framework

The focus of this section is on the ongoing operation of the child care programs if moved from
the Department of Human Services to the Department of Education. The four agency-specific
characteristics that will be discussed to establish a framework for a move:

e Mission
o Relationships
o Expertise
e Automated computer systems.
Mission
Each state agency has a unique mission. The mission of DHS is that:
“the agency, working with many others, helps people meet their basic needs so

they can live in dignity and achieve their highest potential.”

The governor identified an alignment between the child care programs (and other programs
moved from the Department of Children, Families and Learning [CFL] in 2003) in
Reorganization Order No. 186:

" The study language does not address child care licensing.
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“This reorganization aligns programs and services within the Department of
Human Services that are related to the Department of Human Services’ core
function of administering programs and providing services for children, families
and individuals in need.”

This mission is put into action for the child care programs through the departmental priority
of improving outcomes for the most at-risk children:

“Working with others, the department will provide early and targeted services to
the children in Minnesota who are at the greatest risk for poor outcomes,
including those who are homeless, disabled, teenage parents, in child protection,
or in deep or persistent poverty. By identifying these at-risk children, building
partnerships and service networks, and implementing targeted, coordinated and
integrated services, children’s lives will improve. They will also be better
prepared for a healthy and productive adulthood.”

This targeting to children and families at risk for poor outcomes supports the direction in the
CCDF regulations to “provide low-income families with the financial resources to find and
afford quality child care for their children.”'

Relationships

An agency’s primary relationships flow from its mission. The Department of Human
Services partners with counties, tribes, and community organizations in delivering a large
number of social service programs designed to lift up at-risk Minnesotans. These programs
are administered at the local level; county, tribal or community organization staff interacts
directly with clients.

DHS’ role with counties is twofold: to support counties so they can be successful, and to
provide oversight to ensure compliance and monitor performance. Counties, tribes, and their
representative organizations, and DHS have developed multiple and ongoing venues in which
concerns of and about at-risk clients are discussed. These relationships extend beyond
professional staff, and mean that staff across the DHS organizational structure understand the
county context.

DHS also supports and maintains relationships with local community-based organizations
through grants and partnerships that often link to county-delivered services. Like counties
and tribes, these community-based organizations also deliver critical social services to at-risk
Minnesotans and other clients, and frequently operate as a part of networks (i.e., the Child
Care Resource & Referral system, Community Action Programs) that may provide technical
assistance to and coordination among their own members. DHS’ role with these entities
mirrors that of its role with counties: to provide support for success and oversight to ensure
compliance and monitor performance.

45 CFR, Parts 98 and 99, Child Care and Development Fund; Final Rule, p. 39982.
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