Early Childhood Finance and Policy Committee—Feb 19, 2010
Thank you Madam Chair and members- thank you for the opportunity to testify before the Early Childhood Policy and Finance Committee on the subject of the Governor’s proposed cuts to child care.  My name is Susie Brown, and I am the Executive Director of Child Care WORKS--a statewide coalition of child care advocates working to develop public policy initiatives that increase the affordability, accessibility, and quality of child care.  We work with many partner groups, including a major partner, Ready 4 K, who supports this testimony today.
I want to begin by showing my appreciation to this committee, and the entire legislature, for preventing cuts in early childhood in last year’s session. We understand that the budget woes continue and that critical decisions will be made in the coming weeks, not only for child care but for many other very important areas of human services, health, education and other issues of concern to a wide range of Minnesotans. We appreciate and understand the difficulty of the task ahead, and we would like to offer our assistance to you as needed throughout the process.  

I am here to describe the ways that proposed cuts to child care, particularly the 5% provider rate reduction, will substantially erode the integrity of the Child Care Assistance Program,  will harm small business—some irreparably, will lead to job losses and will disrupt thousands of Minnesotans—families with young children and small business owners—around the state. 
In Minnesota, most of our young children are in child care settings, whether it is a child care center, a licensed family child care home, or with a family member, friend, or neighbor. About three-fourths of Minnesota families with children under age 13 regularly use some type of child care arrangement, and over 360,000 children spend some portion of their day in a licensed care setting. 
In 2003 the Child Care Resource and Referral Network issued a report with the National Economic Development and Law Center on the economic impact of the child care industry in Minnesota.  In that report three key points were made about the way child care affects Minnesota’s economy;

· It has a current and immediate impact on the economy by supporting working parents so they may stay employed. 
· It has a long term impact on the economy by providing quality programs that prepare children for school and reducing costs for a range of social issues in the future. 

· And—a point that is often lost in the discussion- child care is itself is a major contributor to the economy, providing jobs for over 36,000 employees and small business owners, and generating $1 billion dollars per year in the state’s economy. 
As you will hear from providers, child care programs already operate on the thinnest of margins, and in some areas, operate at a loss. Due to the freeze on provider reimbursement rates for child care assistance in 2003, even with a small increase that has occurred since then, Minnesota is nowhere near covering the actual market rates.

Our child care system is intended to offer choices for parents. In fact, the federal government requires that we give families using child care assistance equal access to different types of care. In 2005, parents had access to around 55% of the child care market, and we were sent a warning letter from the federal government that said we should establish pay based on market rates and without doing so we were not providing equal access. Our most current data show that because of low provider rates only 32% of centers and 40% of family child care providers are technically within reach to child care assistance families, unless the family or the program (or a third party) can pay the difference in the rates. In 2001, by comparison, more than 80 percent of all providers fell within the reach of families making use of the child care assistance program. 
As a result of the 2003 cuts and lack of substantial investments in childcare since then we have seen a net loss of nearly 2,000 licensed child care programs in MN between July 2003 and June 2009.  We have seen over 2,800 programs close in the last 2 years alone.  This is roughly 4,200 jobs lost and disruption to the lives of over 8,000 families.  Every closing has multiple impacts—the loss of a small business, the loss of a job or several jobs, the loss of continuity in provider training and, the loss of stability for the family, and the interruption of the close relationships that have been built with the children and the critical adults in their lives.  
The governor’s recommendation to cut 5% on the reimbursement rate will further erode the already crumbling integrity of the program. Providers will be forced to choose between passing on the additional cost to parents, or accepting the decreased rate, threatening the financial health of their small business. 
Passing on the cost to parents makes child care out of reach for many low income families for whom the cost of care is disproportionately high compared to their income. While upper income families generally pay about 7% of their income for child care expenses, low income families pay closer to 30% of their income. The lowest income families count on child care assistance to make child care a possibility—increasing their out of pocket costs makes this opportunity out of reach for many, forcing them to choose between staying in the workforce and settling for care that may be less safe and consistent, or leaving the workforce to care for their children themselves. Based on the data available after previous cuts many Minnesota families will choose the latter and re-join MFIP and other government programs if faced with additional child care costs that are out of reach. 

Unfortunately, previous experience shows that many providers who primarily care for children from low to moderate income families will choose simply to close their doors and lay off their employees. There will be little financial incentive to care for these children and they will be operating with a business model that is not financially sustainable. Many other providers will no longer offer care for CCAP children because they will not have access to the resources necessary to cover the full costs of care. 
I want to conclude by reiterating our concern that cuts to the Child Care Assistance Program, particularly the proposed reduction in the provider rate, will erode the integrity of the CCAP program, will lead small businesses to close their doors, will reduce the ability of parents with young children to work, and will cause disruptions for thousands of Minnesotans we should most support in these difficult economic times—small business owners and families with young children. 
