Wisconsin Shares, Early Childhood Education and Madison/Dane County Wisconsin 2015

By Georgé Hagenauer , Data Coordinator 4-C

Introduction- Madison and Accredited Care:

Before we begin a long discussion related to low income families and child care in Madison and Dane County, it is important to
review the considerable accomplishments that the City of Madison has attained in providing high quality child care and early
childhood education. There is a tendency to either take this for granted or to only look at the work which still needs to be done
when the accomplishment is considerable.

There are 138 city accredited programs serving 4897 children. If compared to the NAEYDC accredited programs (an equivalent
accreditation process) the City accreditation program is ranked the 31% state! Note that is state not city or county.
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Highlighted on the chart are adjacent states with which Wisconsin often is in a competition with for skilled workers. The high .
level of accredited care in Madison plays a role in making the City and Dane County competitive for especially younger workers
with families. While a large percentage of the state is losing this key demographic, Madison is not and part of that success is
due to city accredited early childhood programs. When the city accredited program is compared to the state’s YoungStar
numbers:

Madison Compared to the State of Wisconsin

Madison percent of Wisconsin population 5%
Madison city accreditation percent of 4 Star programs 24%
Madison city accreditation percent of 5 Star programs 18%

Due to its own efforts, Madison has a disproportionate share of high quality programs and plays a key role in Wisconsin’s
attaining the relatively high level of quality in the state rankings on the preceding page. High quality early childhood
programs in Dane are facing a major challenge at this time. In 2015 the number of available 5 star slots went up in Dane but
enrollment in high quality programs went down. This may be due to families, and not just low income families, having
trouble affording high quality care. The percentage of empty slots in 5 star or accredited programs is still lower than the field
as a whole 5% as opposed to the norm of 10% in Dane County but the issue of affordability for all families needs to be
carefully monitored.

The second major finding in this year’s data is the major role unregulated public and private schools are playing ! nearly
childhood education for children ages 2 to 4. 25% of the enrollment for children in that range in licensed programs are funded
partially or fully by DPI. Over 3000 more children are in preschool or 4K programs in public or private schools. As such there
needs to be additional focus on the public schools and DPI funding and its impact on low income families.

Finally while the focus on this paper is on Wisconsin Shares an additional 2384 low income children are served by other
subsidy programs in Dane County (Headstart, CCTAP, the City Tuition program , DPI 4K funds) . This is probably an
undercount as it does not include private scholarship programs. While it is impossible to identify any overlap in these
numbers with Shares, it is evident that access to quality early childhood education for low income families is broader than just
the Shares program in Dane County.

WISCONSIN SHARES- The program and its Challenges:

In the 1990s Wisconsin chose to reduce welfare by incentivizing low wage employment within the state. By Increasing child
care and health care subsidies for low income families with children for both the unemployed and the low income employed,
they hope to increase the number of families working and decrease the numbers supported mainly by welfare cash payments.

The subsidies for health care and child care amount to a several dollar an hour subsidy for employers who were employing
people at under 185% of poverty. There were no requirements placed on employers related to the quality or stability-
including even set work hours- of the jobs provided

This was done by utilizing federal payments and adding additional state funds.

A key component of this welfare reform process was child care. This was done through the Wisconsin Shares subsidy system
which was built upon federal child care block grant funds. The federal child care subsidy program is one large educational/care
voucher system designed to work on free market principles and with relatively little regulation. States are allowed significant
leeway in how they regulate child care/early childhood education programs. Federal guidelines suggest that the payment
system be driven by the market price of care, and mandate periodic rate surveys of all regulated programs to determine what
and how much the state should pay for the care of low income children. The ideal is that the subsidy system should pay for
care at about the rate where 75% of the out of pocket parents are paying for care. In this way theoretically, low income
families would have the same access to the child care/early childhood education market as parents paying the full price of
care.

While that is the theory, it is rarely followed and there are no best practices as to how to achieve a functioning fair free market
subsidy system. For instance rate surveys are done statewide but depending on the state could result in a statewide
reimbursement rate , a county rate or a regional rate- each strategy having a different impact on access to programs by low
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Income families. To Wisconsin’s benefit , until the 2008 recession they did a better than average job of meeting the intent of
+he law.

The Shares system has 3 main components that effect how well it works within any county in the state. They are the eligibility,
rates and co-pay formulas.

RATES:

The rates formula is not designed to give low income parents access to all programs just most programs in any given area.
Programs are paid up to the market rate set by the state. (If the programs rates are say $250 and the maximum rate is $225
the program can only be paid at a $225 level). Currently the maximum rate in Dane is below where it would be if the federal
formula was followed at the county level.

The current system works at two levels. First rates are set within a series of demographic tiers . Dane/Madison is in the most
urbanized set of rates. Under the YoungStar system, payment is also determined by level of quality . Programs that are 2 Star
(ie. meeting licensing standards) are penalized 5% . 3 Star programs are paid up to the current maximum market rate. 4 Star
programs can be paid 10% more than the current maximum rate and 5 star programs can be paid 15% over the maximum rate.

City Accredited programs in Youngstar fall in the 4 Star and 5 Star categories.

A simple comparison of weekly rates for accredited programs in March 2015 showed 81% of them being over the maximum
rate plus 15% as paid by the state. The median losses were $64 for infant toddlers and $40-47 a week for full time
preschoolers. That either adds $2-3000/ a year to co-pays or are losses that need to be made up in increased rates to fee
paying parents, fundraising or by program cuts,

Eligibilty and Co-Pays:

Another and possibly more serious problem is how the cost of living affects eligibility and co-pays. Wisconsin Shares and
indeed most eligibility system works on a statewide definition of poverty. The problem is that poverty is not a constant is
varies by local cost of living. When the Wisconsin Women's Network did a statewide study to determine the self-sufficiency
standards for various size families, the results showed a range of $27,000 for a family of 2 adults and 2 children from the
lowest cost county to the highest. {Dane and Madison are the second highest). At the median or lower portion of the scale not
surprisingly were the counties with a lot of success under welfare reform since the eligibility and co-pay formulas in those
areas worked to transition families from poverty to self-sufficiency without subsidies.

Just looking at the co-pay chart it is obviously not set up to transition families to self-sufficiency. At 200% of poverty, the
maximum amount you can earn and still be on Shares, the co-pay is $76. That means when the family earns a dollar over 200%,
their payment for one child in Dane County triples or more without any subsidy. The co-pay structure overall is not designed to
transition families out of poverty but rather to work as well as it can under the funds available.

In higher cost counties however the problem extends beyond just transitioning from dependency on welfare to work subsidies.
To explore this issue and lacking a self-sufficiency study for current years, | utilized a national living wage scale and chose a
family of 2 as that is the most common family type within the welfare and shares system. While these have been criticized for
estimating too high a wage needed to be self-sufficient, | found instead they underestimated the funds necessary to provide
for a family in Dane County. Their housing and especially child care (based on full time care) costs were quite bit below the
costs for unsubsidized housing on the Realtors website and the 4-C data provided by programs related to the cost of care.
Because of the shortage of rental housing in Madison and Dane County, rental costs are increasing almost monthly.




In modifying the chart, I first created columns for children by age and with more accurate child care and housing costs. | then
added 2 more columns with costs at an accredited care level. While these seem high , most income data do not include the fuII
cost of health insurance and medical care and thus are often 10% under the actual cost of living. Likewise owning a home
sometimes freezes housing costs at below the normal rental level.
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Looking at this chart but without medical and child care costs you end up with this {(no taxes listed because a mother and child
at this level would owe none):
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This is at the upper income levels where wages are higher and you would expect things to work well this is at $14.54 an hour a
wage few low income workers receive but add in co-pays and there is an entirely different result.
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So at the upper end of the eligibility and co-pay scale, unless the family has lower housing costs or other major savings the
scale is about $5000 off the real cost of living . There are other savings if the family accesses Foodshare,, free or low cost
clothing etc.. Overall, though the co-pay and eligibility formulas do not take into account the higher cost of living in Dane.
The eligibility formula is a federal policy.

This plays out differently depending on family income. At 100% of poverty copays are about $1000 a year (though market rate
housing at that point is almost all of income).

Most of the co-pay problems accredited centers face depend on how well the family can deal with the high cost of living and
their access to other charity options. Another factor here is that the situation improves if the child care tax credit and Earned
Income Tax Credit can be made to work. The co-pay qualifies for the child care tax credit but the family can only claim it if they
pay taxes and when they pay taxes. As such many low income families capable of receiving the maximum credit get no benefit
from the program. '

Another major problem facing low income families and the child care programs that serve them is either the lack of full time
work or the fact that the eligibility and co-pay formulas may discourage full time work. Here is an analysis of hours paid for
child care under Wisconsin Shares in April 2015.
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Most likely this is because many low wage jobs are part -time and often without set hours.




One strategy to address the co-pay problem:

Very indication at this time from a limited analysis of the data is that the cost of living in Dane county makes it difficult for low
income families to pay co-pays or in some cases access higher quality child care.

If resources were available it would be relatively easy to address this issue. The data file | used for this study is taken from the
Wisconsin Shares payment system. My file did not include co-pay amounts but that is available in the state database. As such
it would be possible to set a payment policy to help programs cover either losses from rate differences from the maximum rate
caps or from lost co-pays with minimum paperwork or additional staff time from either accredited programs or the city.
Basically the city would get a monthly data file from the state, apply whatever formula you devise to address the problem and
then pay out the funds to each program.




