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Introduction

This year as part of the New York State budget, the legislature cut $42 million dollars from the New
York State Child Care Block Grant (NYSCCBG). 2 As a result, many low-income working families
are at risk of losing child care assistance. Last year the NYSCCBG provided child care subsidies to
over 128,000 New York low income children from working families and families receiving public
assistance. 3 Because New York State law guarantees child care assistance to families on public
assistance who participate in work activities, 4 the entire impact of this funding cut will fall upon
those low-income working families who are not on public assistance. Without a child care subsidy,
working families may be forced to either sacrifice the quality of care their children receive, or leave
the work force altogether because the cost of child care will exceed any benefits they gain from
being employed.

The legislature has developed a proposal that might allow some working families to retain their
subsidies. This past session, Senator Diane Savino and Assemblymember Michele Titus introduced
S.5586/A.8101, which would amend Social Services Law 8 332(d) to temporarily exempt public
assistance recipients with children under the age of one from work rules. The bill would not affect
the child care guarantee for public assistance recipients in Social Services Law B3410-w and would
allow public assistance recipients who choose to work or participate in training to retain their
entitlement to a child care subsidy. The legislation would create savings because child care for
families with infants is the most expensive type of child care; the state and local social services
districts bear the full cost of child care for families on public assistance and there is no parental
contribution or copayment for families on public assistance. 5 In contrast, working families that are
not on public assistance contribute to the cost of care by paying a percentage of their income as a
parent fee. The savings from this legislation would redistribute scarce funds from public assistance
recipients (who are required to participate in workfare or training programs as a condition of
eligibility for their benefits) to low-income families with real jobs, supporting them in maintaining
their employment. The legislation is a temporary measure, intended to respond to the current
economic crisis and will expire two years from enactment.

Statewide Funding Cuts

The New York State Child Care Block Grant (NYSCCBG) provides financial assistance to working
families if they are income eligible, generally, under 200% of poverty. 6 The NYSCCBG is
primarily funded with two federal block grants: the Child Care and Development Block Grant 7 and
the Temporary Assistance for Needy Families (iTANF1) Block Grant. 8 In fiscal years 2009-2010



and 2010-2011, New York State was able to increase the NYSCCBG by $42 million each year with
federal stimulus funds from the American Recovery and Reinvestment Act (iARRA1). 9 However,
the cuts made in this yearis budget due to the loss of ARRA funds have reduced the total funds
available for child care assistance from over $847 million in 2010-2011 to $804.3 million for 2011-
2012.

Effect of Funding Cuts on Local Social Services Districts

The Office of Children and Family Services (i OCFS1) distributes the NYSCCBG subsidy funding to
the local social services districts using a complicated allocation formula based on historic spending
and other factors. 10 The budget cuts required OCFES to reduce funding to all but 14 of the 58 local
social services districts for the 2011-2012 fiscal year. The allocations to Broome, Chautauqua, Erie,
Monroe, Onondaga, and Suffolk were each reduced by over $1 million and Erie and Suffolk lost
over $4 million. New York Cityis allocation was reduced by nearly $35 million. The chart below
illustrates the ten largest cuts experienced by counties outside of New York City. 11

When faced with reduced funding allocations, these local social services districts will have no choice
other than to cut the subsidies received by working families because the subsidies received by public
assistance recipients are protected by the child care guarantee. This will force low-income working
parents to icut back their hours, turn down promotions and training opportunities or even quit work
altogether, because the cost of child care will exceed any benefits they gain from maintaining their
position in the work force. 12

Impact of an Increase in Child Care Costs, and a Decrease in Subsidy Funds

The Titus/Savino work exemption bill is a critical response to the decline in funding for the Child
Care Block Grant. It takes into account that over half of the NYSCCBG supports child care for
public assistance recipients, 13 most of whom are not employed but who may nevertheless require
assistance with child care, because they are required to participate in work activities as a condition of
eligibility. 14 Work activities include i . .. on-the-job training; job search and job readiness
assistance; community service programs; vocational education; job skills training; education related
to employment . . . secondary school attendance or study leading to an equivalency certificate.i 15
Parents engaged in these work activities are given a child care subsidy to assist them with the cost of

child care.

By creating a work exemption for public assistance recipients with children under the age of one, the
bill recognizes the high cost of child care for infants i estimated at double the cost of tuition at a four
year public college. 16 The average annual tuition paid for full-time center care for an infant is
$13,630. 17 Significantly, child care costs have increased so rapidly in recent years that child care
has overtaken housing as the largest and most substantial expense of a low income working familyis
percentage of income. 18 For instance, a family in Broome County consisting of two adults and an
infant preschooler can expect to spend $1,305 on child care per month, which is nearly double their
$728 housing costs. 19 Families in Erie County can expect their child care costs to be more than
double their housing costs. 20 An Erie County family with a household consisting of two adults and
an infant preschooler faces child care expenses of $1,580 per month, with their monthly housing
costs totaling $740. 21

By exempting parents on public assistance from work activities for a full year, these unused subsidy
dollars can be distributed to low-income working families. For example, one full-time infant care



slot from a public assistance family buys 3.4 full-time preschool slots for working families in
thirteen counties: Broome, Chemung, Chenango, Cortland, Franklin, Genesee, Greene, Montgomery,
Schoharie, Seneca, Sullivan, Wyoming and Yates. The remaining counties can expect to receive
between 2 and 2.9 full-time preschool slots for working families with the one full-time infant care
slot from a family on public assistance. 22

Work Exemption Effective in California and Other States

The exemption provided in the bill is voluntary. Even assuming that approximately 40% of those
eligible will not opt to take the exemption and will continue in training or a work activity, this
proposal will allow New York to shift approximately $16.4 million in child care funds to low-
income working families. This estimate is based on savings in California when that state enacted a
two year work exemption. California is not unique. More than half of the states exempt parents with
children under the age of 12 months of age from work rules. 23 California, Vermont and
Washington provide exemptions for up to two years of age. Californiais two year work exemption
for new parents receiving public assistance has saved the state $376.8 million annually as a result of
the subsequent decreased demand on child care funds. Nearly half of this savings was from
administrative costs averted due to a decrease in funds necessary to run and maintain many of the
work programs. 24 This formula has proven to work in a state as large as California; it is highly
likely that similar success is possible in New York. If New York were to assume similar savings in
administrative costs, we estimate the state could generate an additional $12 million in savings.

The Work Participation Rate Issue

As a condition of receiving federal TANF funds, New York State must meet federally mandated
iwork participation rates.1 25 This means that a certain percentage of individuals receiving ongoing
TANF benefits must be engaged in a work activity. The failure of the state to meet these
participation rates may result in a financial penalty. Many worry that expanding the work exemption
for public assistance recipients will make the state vulnerable to such a penalty.

There are several ways that this issue can be addressed. First, federal law permits states to exclude
certain families from the denominator when calculating the work participation rate. One category
that can be excluded is a onetime lifetime exemption of 12 months for caretakers of a child under the
age of one. Therefore, for the first child of a family on TANF, there will be no impact on the work
participation rate, and therefore, no TANF penalties. Second, states are free to create iseparate state
programsi which are funded solely with state and local funds and which are not subject to the TANF
work participation requirements. New York has already created a separate state program for two
parent families because the federal government has a very high participation rate requirement for
such families and having a separate state program protects against these penalties. 26 Vermont, for
example, which provides a two year work exemption, has all its families with a child under the age
of two in a separate state program. 27

Conclusion

New York faces a child subsidy crisis that may force thousands of low-income working families out
of the work force and onto public assistance. Next year funding for child care is expected to decrease
even further as a result of the elimination of the federal TANF contingency fund. Overall, New
York is expected to see a 16% reduction in its federal TANF grant which is expected to result in
further cuts of $37 million cut to child care. 28 While the decrease of funding for child care



subsidies is inevitable, the proposed bill is a potential remedy. With the passage of this bill, New
York can provide more low-income working families with child care subsidies allowing them to
remain in the work force, simply by exempting families receiving public assistance for one year.
New York needs this bill to allow struggling low-income working families to remain in the
workforce.
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