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Large segments of our population are not receiving the kind of schooling
they will need to have any hope of success in tomorrow’s economy. 

This report wrestles with perhaps the weakest link in our educational
chain: preschool education or “school readiness.” Children who arrive at
kindergarten without the needed skills fall behind and never catch up.
This is a great human loss to those children and their families, and it
affects our entire social fabric as well as our economy. 

I strongly urge you to read the attached report of the Arizona School
Readiness Task Force. Over the last year, the task force has put their
time and energy behind this effort to find ways to improve — and help
families pay for — quality child care and early education. I believe this
issue is critically important to Arizona’s families and its economy.

Our Task Force uncovered the common elements for successful early
childhood education programs and developed a set of recommendations
for achieving success. Some of our recommendations will seem almost
obvious and easy to implement; others are more controversial, requiring
debate and time to achieve consensus. 

Our hope is that this report will produce meaningful action. With your
support on key recommendations, we can begin making a serious 
difference in the lives of our children, our communities and our economy. 

Please share this report with your employees and your colleagues. They
will find these issues of personal interest concerning child care and pre-
school options. Expanding our public awareness of this important
topic will hopefully create momentum for improvement.

Improving child care and preschool education should be near the top 
of everyone’s personal agenda and the highest priority for Arizona’s 
public policy leaders. 

Sincerely,

Bill Post
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Executive Summary

Arizona business knows that our competitive success in the 21st 
century depends on the quality and productivity of our workforce.
It is a simple fact that our workforce of tomorrow cannot meet
competitive demands if children in elementary schools today are
not on track to learn and succeed.

The reality is that our state has a long way
to go to achieve the kind of educational
success it needs. Arizona has the highest
rate of school dropouts in the nation and
nearly half of all 4th graders are reading
below basic levels.1 The Arizona School
Readiness Task Force believes that our 
children’s care, development and education
prior to entering the formal school system
are the seeds we need to plant for Arizona’s
future.

The Task Force’s conclusions are based on
recent landmark brain research confirming
that a child’s earliest years dramatically
shape lifelong learning capacity and behav-
ior. Educational success depends, in large
part, on what happens to children before
they ever start school.

To prepare children for success in kinder-
garten and beyond, child care and preschool
must have the following six key components:

� Trained, qualified teachers
� Teacher salaries and benefits comparable 

to kindergarten teachers
� Low teacher turnover
� Low child to teacher ratios
� Parent partnerships
� Enriching classroom and teacher materials

Unfortunately, most child care and preschools
in Arizona do not have these key school
readiness components.

There is no requirement for teachers in
child care centers or homes to have any
prior training before they begin their
employment.

Arizona preschool teachers earn about half
the salary of kindergarten teachers, child
care teachers earn even less.

Preschool and child care teachers earn less
than $17,000 a year for full-time work.

One third of child care and preschool teach-
ers have been in their jobs a year or less.

Arizona does not meet recommended child
to teacher ratios for any age group.

There are several major barriers to elevating
the quality of child care and preschool on
a broad scale. One barrier is duplication
and fragmentation within the governance
structure. Early care and education programs
are extremely fragmented. Several different
state agencies are involved in different parts
of the system, and there is no mechanism
to ensure coordination, comprehensive plan-
ning, or efficient funding.
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Another barrier is cost. Child care and
preschools that effectively promote school
readiness cost more than most parents in
Arizona can afford. Full-time child care and
preschool already cost between $3,600 and
$7,000 each year, as much or more than the
cost of annual tuition at Arizona’s public
universities. Adding the school readiness
components raises the cost to $7,000 to
$10,000 a year — out of reach for most
families.

The Arizona School Readiness Task Force
presents the following recommendations
to improve the quality of early education
and overcome the barriers of governance
and cost.

Improving Quality

Require training for child care and preschool
teachers.

Provide salary compensation for child care
and preschool teachers who complete special-
ized early childhood education and training.

Establish a voluntary quality rating system
for parents to use in choosing child care
and preschool for their children.

Provide financial resources and incentives
so that child care centers and preschools
can make the investments needed to
improve their ratings.

Governance

Develop a statewide mechanism to improve
the coordination and delivery of child care
and preschool in Arizona.

Create a cohesive and comprehensive
multi-year plan to coordinate and improve
child care and preschool services, and to
enhance public and private investment in
school readiness.

Finance

Provide financial support for child care and
preschool through diversified sources.

Encourage employers to offer employees the
federally allowed pre-tax payroll deductions
for child care.

Launch a campaign by employers to pro-
vide information to employees about avail-
able publicly funded child care subsidies
and to assist employees in enrolling in this
program.

Create a public fund-matching program for
employer contributions to child care and
preschool.

Use additional funds to expand Arizona’s
finance system for K-12 education to include
preschool.

These recommendations are substantial and
putting them into action will require long-
term commitment and significant resources.
Success will require leadership from both
the business community and state govern-
ment. Arizona’s future depends on planting
these seeds and nurturing their growth.



With the highest dropout rate in the nation
and nearly half of our 4th graders reading
below basic levels,1 we must change our
perspective of preschool development.
Maximizing school success is an investment
in the future work force and economic
strength of Arizona. Educational success
depends, in large part, on what happens to
children before they ever start kindergarten.
Children who participate in well-run early
learning programs are less likely to drop out
of school, repeat grades, need special educa-
tion or get into future trouble with the law. 

The Task Force is proud to present its
findings and recommendations to improve
learning opportunities for Arizona children
and families. We believe these recommenda-
tions deserve the serious attention of all
Arizonans.

Findings

Early Childhood Experiences

Shape School Success

Landmark brain research confirms that a
child’s earliest years dramatically shape life-
long learning capacity and behavior. This
research concludes that 90 percent of brain
development occurs between birth and age 

three.2 In the first few weeks, months and
years of life, as a child’s brain takes in mil-
lions of sights, sounds and experiences, the
brain becomes more organized, children
begin to make sense of the world around
them, and they develop vision, language
and thinking skills. The neurons and
synapses in the brain are literally shaped
by the baby’s environment and experiences.
Therefore, the positive and negative experi-
ences children have during the first few
years of life will influence how their brains
will be wired as adults.3

In 2000, the National Research Council and
the Institute of Medicine published a report,
From Neurons to Neighborhoods: The Science
of Early Childhood Development. This report
was the result of a two and a half year
project by 1 7 members, with backgrounds 
in neuroscience, psychology, child develop-
ment, economics, education, pediatrics,
psychiatry and public policy. The panel
examined all the available scientific literature
about the influence of early experiences on
children’s lives. 

The report concludes: “The scientific 
evidence on the significant developmental
impacts of early experiences, caregiving
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relationships and environmental threats is
incontrovertible. Virtually every aspect of
early human development, from the brain’s
evolving circuitry to the child’s capacity for
empathy, is affected by the environments
and experiences that are encountered in a
cumulative fashion, beginning early in the
prenatal period and extending throughout
the early childhood years.”4

The experiences and stimulation children
need to thrive in early childhood do not
require regimented curricula, flashcards or
expectations that toddlers learn letters and
numbers. Rather, young children need atten-
tion from caring adults. They need adults
who touch, talk and read to them. They
need to have things to look at, touch and
experience.  

Jack P. Shonkoff, Dean of the Florence Heller
Graduate School at Brandeis University and
Chair of the National Research Council
Committee on Integrating the Science of
Early Childhood Development, describes
these real needs of young children, “Young
children thrive naturally when adults rou-
tinely talk, read and play with them in a
safe and encouraging environment.”5

When young children do not receive this
basic care and attention, the results can be
devastating and long lasting. Brain scans
graphically show the physical effects children
suffer when they lack stimulation and touch
from caregivers — neural connections in the
brain are impeded. The picture compares a
brain scan of a normal brain of a three-year-
old child to a brain of a three-year-old child
who has been sensory deprived due to severe
neglect or a combination of neglect and
abuse. The scan of the neglected child’s brain
shows a significantly underdeveloped brain
structure and energy flow.6

What do these scientific facts mean for
helping children start school ready to learn?

According to kindergarten teachers, starting
school ready to learn means that children
are well-fed and rested, able to engage in
conversation, willing to listen and under-
stand when somebody talks to them, and
cooperative with teachers and others.
School readiness depends on physical and
emotional health, as well as communication
and cognitive skills.7

Based on all four of these components,
kindergarten teachers can predict with
confidence which of their young students
will succeed throughout their school careers
and which will fall behind. The research
literature confirms teachers’ experience and
intuition: the likelihood for school success
is significantly reduced when children face
poverty, lack of health care and single and
struggling parents in their earliest months
and years.8

Clearly, families have the most responsibility
and greatest role in raising healthy children.
However, most young children in the
United States and in Arizona spend a sub-
stantial portion of their days with other
caregivers while their parents are at work.
Using U.S. Census data, it is estimated that
more than half of Arizona children younger
than age six live with a single, working
parent or with two working parents. The
chart on the next page displays the variety of
settings where young children in Arizona
spend their days. 

– continued on page 6
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The care and stimulation children receive in
each of these settings dramatically impact
their chances for school success.

According to the From Neurons to Neighbor-
hoods report: “Second only to the immediate
family, child care is the context in which
early development unfolds, starting in
infancy and continuing through school
entry for the vast majority of young chil-
dren in the United States. It is the setting in
which most children first learn to interact
with other children on a regular basis,
establish bonds with adults other than
their parents, receive or fail to receive
important inputs for early learning and
language development, and experience 
their initial encounter with a school-like
environment.”9

The Quality of Child Care

Shapes School Readiness

The components that are necessary for
child care and preschool to promote healthy
development and school readiness have
been clearly and thoroughly documented
through the research literature. These com-
ponents include: trained, qualified teachers;
teacher salaries and benefits comparable to
kindergarten teachers; low teacher turnover
to create the stable relationships that young
brains need; low child-teacher ratios and
small classes to ensure that children get
attention and stimulation; parent partner-
ships; and classroom and teacher materials
that facilitate learning.10

While we have a clear understanding of
what high quality child care is, we do not
have many clear examples of high quality
child care in the state of Arizona.  

In 2001, the median salary for child care and
preschool teachers in Arizona was $8.00 per
hour, equivalent to less than $17,000 a year
for full-time work.11

According to the U.S. Bureau of Labor
Statistics, Arizona preschool teachers
earn about half the salary of kinder-
garten teachers; child care teachers earn
even less.12

Nearly one in five child care centers and
preschools do not contribute anything
toward health insurance for teachers.13

There is no requirement for teachers in
child care centers or child care homes to
have any prior training before they begin
their employment

One-third of child care and preschool
teachers have been in their jobs a year
or less.14

Arizona does not meet recommended
child-teacher ratios for any age group.15

There are several major barriers to elevating
the quality of child care and preschool on a
broad scale, including duplication and frag-
mentation within the governance structure
and cost.

Recommendations

Improving Quality

The goal of the Task Force was to identify
strategies to improve early childhood learn-
ing and development by strengthening par-
ents’ ability to find and pay for high quality
preschool and child care options. The Task
Force explored specific strategies to improve
school readiness. Other states that have suc-
cessfully elevated the quality of early care
and education teachers and the programs 
in which they work have taken a multi-
faceted approach. Examples are described 
in Appendix A.

Based on the research literature and expe-
rience throughout the country, the Task Force
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focused on strategies to provide young 
children with more stable and stimulat-
ing relationships with better educated
teachers.

The Task Force also believes it is critical
that parents be aware of child care quality
and school readiness issues so that they
can make informed choices. Specifically,
the Task Force identified strategies to
improve child to teacher ratios, upgrade
formal education and specialized training 
of child care and preschool teachers,
increase teacher salaries, and reduce
teacher turnover.

The Task Force developed four recommen-
dations that, in combination, will move
toward these objectives:

� Develop and implement a scholarship 
program that encourages child care 
teachers to get more training and educa-
tion in early childhood.

� Develop and implement a program that 
provides salary supplements or salary 
increases to child care and preschool 
teachers who have completed specific 
education and training goals.

� Establish a voluntary quality rating 
system, such as a one- two- or three-star 
rating, to give parents simple information
they can use in choosing child care and 
preschool.

� Provide child care and preschool pro-
grams with resources and incentives to 
improve their quality rating.

Many states around the country have begun
to implement these types of strategies, with
promising results. Scholarships and wage
supplements for child care and preschool
teachers have reduced turnover and increased
overall child care teacher salaries in the
states and metropolitan areas where they
been tried.  

Quality rating systems succeed by helping
parents look for high quality care and help-
ing child care businesses through financial
incentives to make specific quality improve-
ments. Clearly, parents don’t have the time or
expertise to compare all available child care
options on all of the quality criteria. The
rating systems provide a consistent and
reliable methodology to measure the rele-
vant indicators of quality. They also sum-
marize the quality rating with simple labels,
such as one-star, two-star, and three-star,
so that parents can quickly and easily iden-
tify the level of quality of individual child
care providers. 

Effective rating systems will also help
increase the supply of high quality child care.
To do this, financial resources and technical
assistance must be available so that child care
businesses and preschools can implement
improvements that will increase their quality
rating. Funding can be made available, for
example, for providers to increase wages
and/or benefits for child care staff. 

Governance

Despite the number of children needing
child care and preschool and the critical
importance of quality, Arizona has no
child care “system.” Instead, we have an
extremely fragmented set of policies, regula-
tions and programs pertaining to early care
and education. Administrative responsibilities
for these regulations and programs are
divided among three different state agencies.
The Department of Economic Security
(DES) provides subsidies to eligible low-
income parents seeking private child care
and certifies/monitors home-based DES
contractors with four or fewer children.
The Department of Education (ADE)
administers the federal child and adult
care food program and coordinates and
monitors the home-based businesses that
participate in this program. 
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ADE also administers the Early Childhood
Block Grant which provides funding to
school districts for preschool and other
early childhood programs. The Department
of Health Services (DHS) licenses and moni-
tors child care centers and preschools and
certifies and monitors home-based child
care businesses with five to ten children.

In addition, the state contracts with non-
profit agencies to operate the child care
resource and referral systems. Selected pub-
lic and private organizations operate feder-
ally funded Head Start preschool programs,
and some school districts operate and/or
contract for preschool programs on their
campuses. The chart on the preceding page
illustrates this division and the resulting
inefficient puzzle of functions that is con-
fusing to both parents and child care busi-

nesses. Appendix B describes in more detail
the roles and responsibilities of the various
agencies for this variety of programs.

While each agency is responsible for its
own particular piece of the puzzle, there 
is no state-level entity responsible for the
coordination, comprehensive planning or
efficient financing of early education as a
whole. Similarly, there is no state-level
entity responsible for developing or coordi-
nating overall early education policy. As a
result, available resources are not used in
the most efficient or effective manner,
many children receive inadequate and even
harmful care, and there is no roadmap to
improve school readiness. 

Arizona’s struggle is not unique. Many other
states have faced similar circumstances.
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And quite a few states have developed ini-
tiatives that support collaborations and/or
consolidation of early care and education
services. While each approach is different,
they are all designed to keep a focus on
the big picture, promote long-term think-
ing, and encourage policy development that
crosses many different systems and funding
streams. The Task Force reviewed a variety
of models in other states. They are described
in Appendix C. 

To reduce fragmentation in Arizona,
strengthen policy, and make more efficient
use of all available early care and education
funds and services, the Task Force recom-
mends the creation of a state-level mecha-
nism. More specifically, the Task Force
recommends that this mechanism:

� Include all state agencies that have a role 
in early care and education in Arizona

� Include coordination and oversight for 
child care, preschool and family support 
programs that are designed to help 
young children succeed;

� Develop a multi-year plan to improve 
service delivery and standards of care, 
avoid duplication and fragmentation of 
service, and enhance public and private 
investment;

� Measure the quality and capacity of early 
care and education programs; and 

� Support and facilitate community efforts 
aimed at promoting school readiness

Finance

Even mediocre child care is often unafford-
able for thousands of working families in
Arizona. In 2000, the cost of full-time care
ranged from $ 3,600 to $ 7,000 per year,
depending on the age of the child, type of
child care provider and the geographic area
of the state.16 The Head Start Program that
includes part-day preschool and family sup-
port services costs close to $7,000 per year.

This is as much or more than a year’s
tuition at one of Arizona’s state universities.
The pie chart on page 9 shows a sample
family budget with household costs based
on national and Arizona data. For this
family with two working parents, a three-
year-old child and a seven-year-old child,
child care is already the largest single
monthly expense, consuming more than a
quarter of the family’s income. 

Improving the quality of child care with the
components that are necessary for school
readiness raises the price of child care to a
minimum of $7,000 to $10,000 per child per
year — making it out of reach for even more
families. To raise the level of school readiness
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components in child care and preschool on a
broad scale requires some type of financing
mechanism that bridges the gap between
what quality costs and what parents can
afford to pay.

Arizona has several financing mechanisms
in place to help bridge this gap for some
families. For example, state and federal
funds are used to subsidize the price of
private child care for families who meet
specific income and other requirements
(family income must be below 165 percent
of the federal poverty level, $29,900 per 
year for a family of four). Approximately
$10 million in state funds are used to pro-
vide public and private part-day preschool
to approximately 4,300 low-income four-
year-old children. And federal Head Start
funds pay for part-day preschool for
another 12,000 poor children. 

However, these opportunities are limited
and leave out thousands of families and
their children. In 2000, Head Start’s limited
resources served fewer than half of the chil-
dren who were eligible.17 The child care sub-
sidy rates are four years out of date and many
parents can’t afford the co-payments that
are required even after receiving a subsidy.
Clearly, additional mechanisms are needed.
Based on estimates of children 0-6 years old
living in families with incomes below 200
percent of the federal poverty level ($36,200
annual income for a family of four), a sub-
stantial investment is needed to give parents
access to quality child care and preschool.
There are approximately 173,000 Arizona chil-
dren younger than school age living in work-
ing families at or below this income level.
National estimates show that approximately
60 percent of working families with young
children use paid child care, meaning that
104,000 of these children would need paid
care. Quality child care/preschool is estimated
to cost at least $7,000 annually but national

data show that parents at this income level
now pay an average of $2,844. The cost to
bridge the gap would be $4,156 per child per
year. Arizona already invests approximately
$244 million per year in child care subsidies
and preschool programs for low-income
children. The remaining investment needed
is an estimated $188 million per year.18

There is not any one best way to finance
child care. Financing options are as diverse
as the system itself. Appendix D describes a
variety of public financing mechanisms that
have been used to improve school readi-
ness in other states and the current status in
Arizona for each financing option.

The Task Force makes the following recom-
mendations to finance the quality improve-
ments needed in child care and preschool
for school readiness:

� Develop multi-source financing for 
improving school readiness in child care
and preschool programs;

� Direct, to the extent possible, the state’s 
portion of the federal Workforce 
Investment Act funds toward increasing 
parents’ access to early care and education
opportunities that get children ready 
for school;

� Encourage employers to offer the federally 
allowed pretax payroll deductions to 
pay for child care, as well as, employee 
assistance in using this option;

� Conduct business-based information 
campaigns, to make employers aware of 
the publicly-funded child care subsidy 
program that is available for some of 
their employees. Employers should 
conduct information and assistance 
services to help eligible employees enroll
in the child care subsidy program;

� Stimulate foundation and business 
financial support to implement a 
consumer education campaign so that 
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parents increase their demand for child 
care and preschool with school readiness
components;

� Create a simple system to match employer
contributions to school readiness efforts 
with public funds; and

� Expand Arizona’s public finance system 
for K-12 education to include preschool 
without affecting funds for K-12.

Planting the Seed

The key to improving our children’s 
education and our future workforce is 
recognizing that Arizona needs to prepare
our children for school. That preparation
encompasses parental education, establish-
ing standards for preschool and child care
facilities and providing financial support.
Arizona’s parents and child care organiza-
tions have not had that necessary assistance.
Dropout rates, poor reading skills and gen-
eral sub-standard education relative to other
states confirm that we are paying the price
for that gap in our children’s development. 

Providing our children early care and 
education is our responsibility and one we
need to take very seriously. Children who
start school behind their peers are unlikely
to catch up. Children who are unable to
read at grade level by the end of third grade
are unlikely to graduate from high school.
Poorly-educated workers are increasingly
unable to earn a living wage. Arizona pays
in many ways for failing to take full advan-
tage of the learning potential of all of its
children, from lost economic productivity
to higher crime rates and diminished partic-
ipation in the civic life of our state. 

As with our formal education system, the
task force has concluded that Arizona needs
a comprehensive and coordinated strategy 
to address the planning and financing of a
quality early care and education system.
Moving beyond today’s fragmented and

inadequate array of early care and education
options to a high quality system that meets
the needs of young children and their fami-
lies will require a long-term commitment
and will clearly take time. It is the hope of
the Task Force that these recommendations
will help make meaningful progress toward
that goal.

a r i z o n a  s c h o o l  r e a d i n e s s  t a s k  f o r c e  r e p o r t

11

Arizona pays

in many ways

for failing 

to take full

advantage of

the learning

potential 

of all of its

children.



a r i z o n a  s c h o o l  r e a d i n e s s  t a s k  f o r c e  r e p o r t

12

1  Kids Count Data Book 2002 and 2001: State Profiles of Child
Well-Being. The Annie E. Casey Foundation, Baltimore, MD.

2  Huttenlocher, P.R. (1994) “Synaptogensis, Synapse Elimination,
and Neural Plasticity in Human Cerebral Cortex.” In C.A.
Nelson, Ed. Threats to Optimal Development: Integrating
Biological, Psychological, and Social Risk Factors. The Minnesota
Symposia in Child Psychology. Vol 27.

3  Families and Work Institute. (1996) Rethinking the Brain:
Executive Summary. New York, NY.

4  National Research Council and Institute of Medicine (2000)
From Neurons to Neighborhoods: The Science of Early
Childhood Development. Committee on Integrating the
Science of Early Childhood Development. Jack P. Shonkoff 
and Deborah A. Phillips, eds. Board on Children, Youth and
Families, Commission on Behavioral and Social Sciences and
Education. Washington, D.C.: National Academy Press, page 6.

5  Shonkoff, Jack P., Chair of the Committee on Integrating the
Science of Early Childhood Development (October 3, 2000)
Opening statement at the National Research Council and
Institute of Medicine Public Briefing on From Neurons to
Neighborhoods:  The Science of Early Childhood Development.

6  Chugani, H.T. (1998) A Critical Period of Brain Development:
Studies of Cerebral Glucose Utilization with PET. Preventive
Medicine, 27, 184-188.

7  Eager to Learn: Helping Youngsters Transition into School, In
Focus, Volume 3, Number 1, December 2000, Charles Stewart
Mott Foundation, Flint, MI.

8 Nicholas Zill, et. al. The Life Circumstances and Development 
of Children in Welfare Families: A Profile Based on National
Survey Data. Child Trends, Inc. 1991. Greg Duncan, Jeanne
Brooks-Gunn and Pamela Kato Klebanov, “Economic
Deprivation and Early Childhood Development,” Child
Development, Vol 65, No. 2 (1994). Jeanne Brooks-Gunn and
Greg J. Duncan. The Effects of Poverty on Children, The
Future of Children, Summer/Fall 1997. J. Lawrence Aber, 
et. al, Effects of Welfare Reform an Teenage parents and Their
Children, The Future of Children, Critical Issues for Children
and Youths, Summer/Fall 1995. U.S. Department of Health 
and Human Services, Report to Congress on Out-of-wedlock
Childbearing, September 1995.

9 National Research Council and Institute of Medicine (2000)
From Neurons to Neighborhoods: The Science of Early
Childhood Development, page 297, op. cit.

10 Child Care Action Campaign, Preparing the Workers of
Tomorrow: A Report on Early Learning, Washington, D.C.
Institute for Research on Poverty, Special Report no. 78
(November 2000) Child Care Quality: Does it Matter and Does 
It Need to Be Improved? Deborah Lowe Vandell and Barbara
Wolfe. National Research Council and Institute of Medicine
(2000) From Neurons to Neighborhoods: The Science of Early
Childhood Development, page 297, op. cit.

11 Maricopa County Office of Research and Reporting (October
2001) Arizona Wage and Benefit Survey of Child Care/Early
Childhood Education; Center Based Personnel, Conducted for
the Governor’s Division for Children.

12 Quality Counts 2002, Building Blocks for Success: State Efforts 
in Early-Childhood Education, Education Week, Number 17,
January 10, 2002, page 65.

13 Maricopa County Office of Research and Reporting (October
2001)  Arizona Wage and Benefit Survey of Child Care/Early
Childhood Education; Center Based Personnel, op. cit.

14 Maricopa County Office of Research and Reporting (October
2001)  Arizona Wage and Benefit Survey of Child Care/Early
Childhood Education; Center Based Personnel, op. cit.

15 Arizona state requirements compared to levels recommended by
the National Association for the Education of Young Children.

16 Child care costs are based on the Child Care Market Rate
Survey published by the Maricopa County Office of Research
and Reporting in December 2000. Taxes include federal income
taxes less the Earned Income Tax Credit and Child Tax Credit,
Social Security, Medicare, and Arizona's income tax. Utility costs
are based on low-income energy costs by state in 1992, published
by the National Consumer Law Center, adjusted for inflation
using the Consumer Price Index. Food costs are based on the
U.S. Department of Agriculture's Low Cost Plan for this family
type from the USDA website in February 2001. Rent cost is for
a two-bedroom apartment at fair market rate for the Phoenix
metropolitan area in 2000 published by the U.S. Department of
Housing and Urban Development in the Federal Register, Part
III, 24 CFR Part 888, January 2, 2001. Transportation includes half
the average cost to run one car that is more than ten years old
and has 100,000 miles, published by John E. Schwatz in Illusion
Of Opportunity 1997 and adjusted for inflation using the
Consumer Price Index. This family has less than 1% of monthly
earnings remaining to pay for health care, phone, clothing,
personal items, school supplies, etc.

17 Maricopa County Office of Research & Reporting (August 2000)
Child Care Market Rate Survey 2000. Arizona Department of
Economic Security Division of Employment & Rehabilitation
Services Child Care Administration.

18 Fight Crime: Invest in Kids (May 2001) Arizona’s Child Care
Crisis: A Crime Prevention Tragedy, Washington, D.C.

19 U.S. Census data for 2000 show that 39% of children in Arizona
are 0-6 years old. According to the 2000 KIDS COUNT Data
Book published by the Annie E. Casey Foundation, 440,000
Arizona children lived in working families with incomes below
200% of the federal poverty level. Using 39%, an estimated 172,795
are younger than six. The estimate that 60% of working families
with children younger than six use paid child care and the esti-
mate that low-earning families with children younger than six
pay an average of $237 per month ($2844 annually) for child
care come from Child Care Expenses of America’s Families,
Occasional Paper Number 40, published by the Urban Institute
in December 2000. According to the State Appropriations
Report, there were a total of $139.7 million in state and federal
funds originally allocated for child care subsidies in 2002.
According to data from the Arizona Department of Education,
school districts reported spending $13.3 million from the Early
Childhood Block Grant for preschool programs and full-day
kindergarten programs in 2000. According to Arizona Head
Start information, Arizona was allocated a total of $91.4 million
in federal funds for Head Start and Early Head Start in 2000.
Those allocations and the grant total $244,400.

Endnotes



States that have successfully elevated the quality
of early care and education teachers, and the
programs in which they work, have taken a
multi-faceted approach. Examples include the
following:

North Carolina improved staff to child ratios in
child care settings, implemented a new five star
rated licensing system, and raised and restruc-
tured reimbursement rates to reward programs
that attain higher levels of quality. The state also
funded the T.E.A.C.H. Early Childhood Project to
strengthen education and compensation of early
childhood teachers and staff, and the T.E.A.C.H.
Health Insurance Initiative to provide subsidized
health insurance to staff who participate in the
scholarship program. Additionally, the WAGE$
Project was established to help retain qualified
staff by providing salary supplements, based on
education attainment, to early childhood pro-
gram teachers and directors as well as family
child care providers. Early care and education
programs can get loans and grants for quality
improvements, as well as business training 
and technical assistance, from the Center for
Community Self-Help, which is partially funded
by the state’s Division of Child Development.
And the Smart Start initiative makes flexible
funds available to local partnerships, several of
whom have used the funds to create innovative,
new approaches to quality improvement. 

Wisconsin has focused on building a quality
improvement system that includes: higher rates
for accredited child care as well as grants to
help programs become accredited;  replication
of the T.E.A.C.H. Early Childhood Project; a new
staff compensation initiative called Wisconsin
R.E.W.A.R.D.S.; a well-established early child-
hood career development training and educa-
tion system (that also supports early childhood
credentials, mentor teacher training, manage-
ment and on-site technical assistance); a child
care information system geared to informing
consumers about the importance of quality pro-

grams and qualified teachers; direct Quality
Improvement Grants to early care and education
programs that meet the state’s high-quality stan-
dards; and a new Early Childhood Excellence
Initiative aimed at building and supporting
high-quality child care centers in low-income
neighborhoods.

Oklahoma implemented a “reach for the stars”
rated licensing system and raised and restructured
reimbursement rates to reward programs that
attain higher levels of quality. The state also funds
a TEACH Early Childhood initiative, a new wage
initiative called Oklahoma REWARDS, and a com-
prehensive early childhood career development
initiative. Two years ago Oklahoma expanded its
prekindergarten program to include all children,
regardless of income, and allows school districts to
contract with community-based early childhood
program so that services can be made available
to working families. Additionally, the state is in the
process of launching a statewide accreditation
facilitation project.

Colorado has a TEACH Early Childhood schol-
arship initiative as well as a Department of
Labor early childhood apprenticeship program.
The state’s well-established career development
system is frequently linked with other child care
policy initiatives so that it can have a significant
impact. (For example, licensing regulations were
revised to include stronger pre-service and in-
service educational requirements.) Educare, an
initiative that assesses and rates the quality of
early childhood programs, provides grants for
accreditation and other quality improvements,
and educates consumers on the importance of
high-quality programs, was spearheaded by the
private sector but works closely with govern-
ment. The state has established an income tax
“check-off” for quality as well as several tax
credits aimed at generating additional invest-
ment in child care. Additionally, Colorado has
made funds available for wage supplements for
child care providers in the Consolidated Child
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Care Pilot Projects (local partnerships that are
not given authority to blend early childhood
funds.) 

Florida improved staff-to-child ratios for infants
and toddlers in child care centers, raised the
introductory training requirement for staff, 
and required that at least one staff person for
every 20 children have a Child Development
Associate (CDA) credential or its equivalent.
State funds were made available to help teach-
ers obtain CDA credentials. The state also initi-
ated the Gold Seal program, through which
child care programs that have voluntarily met
national accreditation standards receive special
statewide recognition and higher public reim-
bursement rates. Additionally, the Florida
Department of Education spearheaded the Early
Childhood Collaborative Project, which gave
flexible funds to community-based partnerships
that included all early care and education
stakeholders and developed a plan to improve
quality in a wide range of early childhood
programs. 

Arizona: Arizona has not focused on increasing

the quality of early care and education. However,

it is important to mention efforts recently imple-

mented to improve the quality of early care and

education. Child care centers that contract with

the Department of Economic Security (DES) and

attain national accreditation may receive an

additional 10% in subsidy fees from the DES. The

Arizona Self-Study Project is a statewide project

for public and private preschools, child care cen-

ters, and certified family child care providers.

The Project assists programs in improving the

quality of care and education they provide to

young children by focusing on developmentally

appropriate practices and integrating quality

early childhood and special education methods

into an appropriate model. The Department of

Economic Security contracts with a variety of

community based organizations to provide 

free early care and education training on a

statewide basis. 
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Department of 

Health Services

Generally, a child care center that serves more
than four children for compensation and pro-
vides regular hours of care must be licensed 
by the Department of Health Services (DHS).
According to Arizona statute, DHS is mandated
to monitor centers (one unannounced visit each
year) to verify compliance with licensing require-
ments. Licensing requirements include basic
health and safety standards, as well as compli-
ance with staff to child ratios.

Similarly, a child care home that serves more
than four children for compensation and pro-
vides regular hours of care must be certified 
by DHS. According to Arizona statute, DHS is
mandated to monitor child care homes caring
for 5-10 children for compensation with at least
one unannounced visit annually. 

Department of 

Economic Security

The Department of Economic Security (DES) pro-
vides subsidies to eligible low-income working
parents seeking child care, including school-age
care. Subsidies are available to working parents
who meet the income criteria (up to 165 percent
of the federal poverty level — $22,122 per year
for a family of four) and whose children are
under age 13. The amount of subsidy available
to parents varies depending on their income
level and family size. Parents can use the sub-
sidy for various child care options.  

The maximum monthly-adjusted income is 165%
of the federal poverty level adjusted for family
size.  A family of four who qualifies for care
may earn a maximum of $2,345 per month.
Two-parent families are eligible if both parents
are participating in eligible activities and need
child care in order to do so. Children must be
under the age of thirteen to participate. The par-
ent or guardian chooses either a home or center

child care setting. The child care provider must
be state licensed, certified, or be a relative, e.g.
an aunt, uncle, or grandparent of child.

Subsidies can be used at DHS-licensed centers
that have a contract with DES or at home-based
child care that is certified by DES. To be certi-
fied, the homes that care for four or fewer chil-
dren for compensation must pass health and
safety standards, and obtain Child Protective
Services fingerprinting and background checks
on the provider and any individual who resides
in the provider’s home who is 18 or older. DES
monitors their child care homes twice annually,
one visit is unannounced.

Limitations: The payment of the child care sub-
sidy to the child care provider is currently at the
75th percentile of the 1998 market rate survey.
The market rate survey reflects what providers
require all parents to pay, not the actual cost of
delivering the care. Some child care providers
do not have contracts with DES, therefore par-
ents who receive the child care subsidy must
limit their choice of care to those providers who
choose to contract with DES. However, the vast
majority of providers are contracted with DES.  

Arizona Department 
of Education

The Arizona Department of Education (ADE)
administers the federal Child and Adult Care
Food Program (CACFP), which reimburses
providers for meals they serve to children in
child care. To participate in the CACFP, a child
care home must either be certified by DES or be
“alternately approved” by the Department of
Education. To receive “alternate approval,”
homes must comply with minimal health and
safety standards, established by federal regula-
tion. Homes providing child care as an “alternate
approval” home are monitored three times per
year. For a center or group home to participate in
the CACFP, they must be licensed by the DHS or
be operated by a tribal government. 
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ADE also administers the Early Childhood 
Block Grant, which began in 1990 as funding
for comprehensive preschool programs for
four-year-old disadvantaged children. These
preschools were modeled on Head Start and
administered by school districts. The initial fund-
ing was $600,000 in 1991. Comprehensive
guidelines were developed by a broad-based
Early Childhood Advisory Council. The state
appropriation grew to $12.5 million in 1995.
By 1996 4,900 children were served. In 1996,
funding for the preschool program was com-
bined with other money into an early care
block grant. 

Currently, school districts are allocated funds
from the Early Childhood Block Grant based on
a formula set in statute. Districts may choose to
use their block grant funds for preschool services
or any services for kindergarten through third
grade.  Eligibility for preschool services is based
on the USDA’s free and reduced lunch program
with a maximum income of $32,653 per year
for a family of four. Schools are required to
allow 50% of the eligible children to receive
services from other providers including Head
Start and private child care providers. The
schools are no longer required to follow the
comprehensive guidelines as they are required
to be accredited.  However, the guidelines are
strongly encouraged to be utilized as an effort
to promote quality programming. Preschool
programs must be licensed by DHS.

Limitations: All state funding is capped just
under 20 million dollars. The money is placed
into an early care block grant and the districts
have flexibility as to how the money is spent.
Some districts may include preschools into the
spending of these dollars and other districts may
use their entire allocation for K-3 programs. The
funds allocated to each district are based on a
formula decided by law. This formula allows
large, poor districts to receive larger allocations
and the smaller, poor districts receive a smaller
allocation. Research done on Head Start pre-
school programs has shown that approximately
5,000 per child needs to be spent to provide
quality services. In Arizona, with one child care

provider for every 10 children and a group size
maximum of 20, this would equate to $100,000
per classroom.

Child Care Resource 

and Referral (CCR&R)

CCR&R is a coalition of community organiza-
tions providing referrals to families seeking
child care and assistance/training to child care
providers. Child & Family Resources, Inc. in
Tucson and the Association for Supportive Child
Care in Phoenix operate the programs in
Arizona using state funds. 

Providers required to register with the CCR&R
databases include child care homes certified by
DES and child care centers licensed by DHS that
have contracts to care for children receiving DES
subsidies. Some other programs may voluntarily
be listed with the CCR&R.

The databases contain information on these
care providers, including location of provider
by geographic area, the total capacity of the
provider, the cost of care, hours of operation
and yearly schedule, ratios of staff to children,
and special programs.

Unregulated 

Child Care Homes

Home-based businesses that care for four or
fewer children for compensation are not regu-
lated or monitored by any state or private
agency. As of 2002, if a child care provider
chooses to be listed with Child Care Resource
and Referral (CCR&R), the provider must
undergo a background check for the conviction
of specific crimes and for substantiated cases of
child abuse or neglect. The child care provider
will also need to sign a sworn statement saying
that they maintain minimal safety measures in
their business, such as a fence around the pool,
infant and toddler CPR/first aid certification
and safe, locked storage of firearms.

Head Start

Head Start is a national program, which pro-
vides comprehensive child development services
for America’s low-income, preschool children
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age three to five and social services for their
families. Head Start is administered through the
Department of Health and Human Services,
Administration on Children, Youth, and Families,
Head Start Bureau. Since 1965, Head Start has
served over 15 million (1998) children and their
families. Head Start serves some of the most
disadvantaged children in local communities in
quality developmental programs, with 10 per-
cent of the enrollment reserved for children with
disabilities. Head Start plays a major role in
focusing attention on the importance of early
childhood development, emphasizing the impor-
tance of the early identification of health prob-
lems. Every child is involved in a comprehensive
health program, which includes immunizations,
medical, dental, and mental health, and nutri-
tional services. Federal dollars are provided to
the grantee private, or government or tribal.
There are seven Arizona Head Start grantees
serving non-reservation, non-migrant children,
thirteen tribes operate Head Start programs,
and Chicanos Por La Causa serves children
whose parents are identified as “migrant.”

Limitations: 19,278 are being served in Arizona
which amounts to a fraction of those children
eligible to receive Head Start services. The
approximate cost of offering Head Start services
to one child is $7,000.

Early Head Start 

The Early Head Start Program, established in
1994, expands the benefits of early childhood
development to low-income families with chil-
dren under three and to pregnant women.
Services include quality early education in and
out of the home; home visits; parent education,
including parent-child activities; comprehensive
health services, including services to women
before, during and after pregnancy; nutrition;
and case management and peer support groups
for parents.

Limitations: The total number of children being
served is less than 800.

In addition the standards each Head Start pro-
gram adheres to can be expensive and difficult

to implement. Infants and toddlers have a group
size of 1:8 and a ratio of 1:4 up to three years
of age. Renovation and square footage require-
ments for each age group contribute to limita-
tions in partnering. In addition, the cost for
offering center-based care is approximately
$12,000 per child. 
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Arizona’s struggle to coordinate and improve
early childhood policies and programs is not
unique; many other states have faced similar
circumstances. And quite a few states have
developed initiatives that support collaboration
and/or consolidation of early care and educa-
tion services. While each approach is different,
they are all designed to keep a focus on the big
picture, promote long-term thinking and encour-
age policy development that crosses many dif-
ferent systems and funding streams. 

A summary of six basic approaches used by
states to coordinate child care policy is included
below. Each example also identifies states that
have used the strategy, although the list of states
is by no means exhaustive. 

States that have established a single state
agency which is responsible for administering
all early care and education funds include:

� Minnesota created the Department of 
Children, Families and Learning, which is 
responsible for administering all pre-K-12 
and early care and education programs.

� Alaska established the Department of 
Education and Early Development. This 
agency also oversees all K-12 and early 
care and education programs, with two 
exceptions. Child care for protective services 
cases, and child care that is paid for directly 
with TANF dollars is still managed by the 
Department of Human Services.

� Delaware recently established a new Office 
of Early Care and Education within the State 
Education Department to coordinate the 
implementation of the state’s Early Success 
Report, a long-term plan for early care and 
education that was drafted by a public/
private group.

� Arkansas established a Division of Child 
Care and Early Childhood Education within 
the Department of Human Services to admin-
ister all early care and education initiatives 
except child care subsidies that are paid 
directly by TANF.

States that have established a single public/
private agency to administer all early care and
education funds and services include:

� Florida established a statewide Florida 
Partnership for School Readiness to oversee 
the administration of all early care and 
education funds and services. Each county 
(or a group of counties) was also directed to 
establish a local, public/private Partnership 
for School Readiness. In addition to creating 
this new administrative structure the state 
pooled all available funds (which were 
previously administered as categorical 
grants) and will now begin to allocate funds 
to local Partnership Boards as a block grant.

States that have created a new, cross-system
early care and education initiative governed by
a public/private partnership that manages funds
and provides leadership in policy, finance and
planning include:

� North Carolina’s Smart Start initiative is 
governed by the North Carolina Partnership 
for Children, a non-profit entity that was 
created by the state. In addition to adminis-
tering state Smart Start funds (which are 
awarded to local public/private partnerships, 
who are required to conduct a local needs 
assessment and develop a plan to coordinate 
services and fill in gaps) the Partnership 
raises private sector matching funds and 
provides statewide leadership on early care 
and education policy. 

� South Carolina created a public/private part-
nership to oversee First Steps to School 
Readiness, a statewide early childhood educa-
tion initiative modeled on North Carolina’s 
Smart Start. First Steps requires every county 
to establish a local public/private partnership 
board to assess local needs and resources and 
develop strategic plans.

� Kentucky created an Early Childhood 
Development Authority to oversee KIDS Now, 
a new Governor’s initiative that devotes 25%
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of the state’s tobacco settlement funds to a 
range of early care and education services. 
Community councils, which are responsible 
for assessing local needs and applying for 
seed grants from the Authority, were also 
established.

States that use a Children’s Cabinet to guide
policy development and administration of early
care and education funds include:

� Colorado established a Children’s Cabinet 
under Governor Roy Romer which was very 
involved in program coordination and 
administration. This entity no longer exists.

� West Virginia established a Children’s 
Cabinet with designated staff and the capacity 
to raise funds to spearhead several innova-
tive, new early care and education initiatives. 

� Rhode Island uses a Children’s Cabinet to 
coordinate planning across state agencies 
and make policy recommendations. The 
Integrated Services Initiative Steering 
Committee, a state-level partnership, reports 
to the Children’s Cabinet and provides lead-
ership, coordination, training and technical 
assistance on key initiatives.

� Kansas established a Children’s Cabinet to 
oversee expenditures from the Children’s 
Initiatives Fund (tobacco settlement money) 
and to identify, evaluate and recommend 
funding for children’s programs. Members 
are appointed by the Governor and include 
cabinet level leadership from each state 
agency as well as a diverse group of 
Kansas citizens.

States that have established a new inter-agency
body to help coordinate early care and educa-
tion programs and services, or have assigned
this responsibility to an existing, interagency
coordinating body, include:

� Vermont created the Early Childhood Steering
Committee to bring together staff from the 
Departments of Health, Social Welfare, 
Education, and Employment; early childhood
programs; community partnerships; commu-
nity-based organizations; and parent groups. 
The Steering Committee works to ensure a 

unified, comprehensive early care and 
education system in Vermont.

� Georgia established a state-level partnership,
comprised of the Departments of Children & 
Youth, Education, Human Resources, Medical 
Assistance, and the Governor’s Office of 
Planning and Budget. The partnership works 
to promote state-level coordination and 
support local collaborative groups. 

� Hawaii has an interdepartmental Council 
(made up of state agency directors) and 
state staff, that works closely with the Good 
Beginnings Alliance (described below.)

� Mississippi established the Early Childhood 
Services Interagency Council including 
representation from the Departments of 
Human Services, Education, Health, and 
Mental Health, as well as higher education, 
educational TV, and other stakeholders. 
The Council works to coordinate funds and 
services.

� Washington created The Family Policy 
Council, a state-level, inter-agency entity 
that establishes outcomes for families and 
initiated a study of child care and early 
learning organizations within the state. The 
Council also oversees and provides technical 
assistance to local Community Public Health 
and Safety Networks. The Networks assess 
needs, devise solutions, and are legislatively 
mandated to achieve specific outcomes for 
children and families. 

States that have established a Commission or
Task Force to plan for and  assist in overseeing
all early care and education programs include:

� Kentucky Governor Patton appointed a Task 
Force on Early Childhood, which recom-
mended using 25% of tobacco settlement 
($56 million over 2 years) for the comprehen-
sive KIDS Now! Initiative. (An Early 
Childhood Development Authority was then 
established to oversee the initiative and 
administer funds; see above.) 

� Hawaii established the Good Beginnings 
Alliance, a statewide public/private partner-
ship that works to improve and coordinate 
services and supports for children 0 to 6. 

� Illinois recently established a Task Force on 
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Universal Access to Preschool, chaired by 
the First Lady.

� New Jersey established a Commission on 
Early Childhood Education to gather feed-
back and make policy recommendations on 
the delivery of preschool.

� Oregon has a State Commission on Children 
& Families that sets guidelines for the plan-
ning, coordination and delivery of services 
by local county commissions. The State 
Commission also provides local groups with 
training, technical assistance, and staff funds. 
Local commissions prepare a Coordinated 
Community Plan. 

� Washington established a Commission on 
Early Learning, which expired in June 2000.
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There is not one, best way to finance child care.
Financing options are as diverse as the system
itself. A brief description of the strategies that
are currently used by states and cities is included
below. The italicized paragraphs summarize
Arizona’s current financing structure in each of
the categories discussed. 

Federal, state and local governments generate
revenue through taxation and fees. Taxes are
assessed based on what you own (e.g. property
taxes), what you spend (e.g. sales taxes) or what
you earn (e.g. income taxes). Fees are payments
for services you use or transactions you make.
Fees can be charged to use a park, drive on a
highway, acquire a marriage license, record a
deed or buy a lottery ticket. Some states fund
child care with dedicated revenue sources; that
is, they “earmark” a specific tax or fee for
child care. Examples of this approach include
the following:

Dedicated Property Taxes

Florida enacted a law that allows local govern-
ments to create a juvenile welfare board and to
levy a property tax earmarked for children’s
services. To date, six Florida counties have taken
advantage of this taxing authority. Funds are
used for a variety of children’s services, includ-
ing child care.

The cities of San Francisco (Proposition J) and
Seattle (Families and Education Levy) have
passed referenda establishing dedicated prop-
erty taxes for children’s services. 

Arizona repealed the state property tax in 

1996. There is a county property tax with a set,

statewide rate that is earmarked for K-12 edu-

cation. There are a number of special districts

that levy property taxes for specific purposes,

such as flood control. There are also property

taxes levied by school districts and community

college districts to pay for maintenance and

operations (and some limited bonding for capital

expenses). School district property taxes were

reduced significantly when Students First was

adopted in 1998 to pay for most K-12 capital

expenditures. This law replaces local bond

financing with appropriations from the state

general fund.  

Dedicated Sales 

and Excise Taxes

California imposed a new tax on tobacco
products and dedicated these funds to improv-
ing childhood development (Proposition 10).
Indiana initially funded its school-age child care
project with a cigarette tax. The voters in Aspen,
Colorado approved a provision to increase the
local sales tax and earmark the increase for
affordable housing and child care. 

Arkansas recently imposed a new tax on beer,
earmarked for child care.

In Arizona, there is a tax on tobacco and alcohol

that is earmarked for correctional facilities. An

additional tobacco tax was passed by voters 

in 1994 with the revenue earmarked for health

services.  In 2000, voters increased the state-

wide sales tax by 0.6% with funding earmarked

primarily for K-12 education.

Dedicated Fees

Three California cities (San Francisco, Concord,
and Santa Cruz) have established laws that
require any new real estate development project
to either make space available for a child care
center or pay an “exaction” tax to help fund
child care facilities.

Kentucky established a voluntary surcharge on
motor vehicle registration or renewal to generate
funds for child care assistance.

There are no similar dedicated fees in Arizona.
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Lotteries And Gaming

Georgia earmarked part of the state lottery for a
universal prekindergarten program.

Missouri earmarked a portion of the Gaming
Commission Fund (from riverboat gambling) for
early care and education services.

Arizona’s lottery revenues are earmarked for a

wide range of purposes, including transporta-

tion, parks, economic development, and the

state general fund. Currently, several of the pro-

grams which are supposed to receive lottery

funds actually get none, because the statutory

allocations exceed the actual revenue.   Lottery

sales have been decreasing since 1995.

In Arizona, the state currently receives no rev-

enue from the gaming on Indian reservations.

The compacts that govern Indian gaming will be

expiring soon and must be renegotiated. There is

a pari-mutuel tax of less than 5% on revenues

from dog and horse racing. These tax dollars

are deposited into special funds for racing and

are not allocated to the state general fund.

Tax Credits, Deductions, 

and Exemptions

Individual and corporate income taxes are one of
the largest sources of revenue for the federal gov-
ernment and for forty-three states. Governments
have established a variety of credits (taken
against taxes owed) and deductions (subtracted
from income before computing taxes owed) for
child care related expenses. Twenty-five states
also provide some sort of income or franchise tax
assistance to employers who pay for child care
for their employees. Unfortunately, these credits
are not widely used in most states. Several states
have attempted to address this problem by mak-
ing the credits much more generous and/or
developing new kinds of employer tax incentives.

New York greatly expanded its Child and
Dependent Care Tax Credit. It is available to all
families, regardless of income, and is refundable
(which means that even families who pay no tax
can receive a refund.) The maximum credit is
approximately twice the federal credit. 

Use of the Georgia employer child care 
tax credit jumped significantly when it was
increased to allow companies to claim a credit
of 75% of their investment in employer-spon-
sored care and 100% of the investment if they
construct an on-site facility.  

Colorado established a Child Care Contribution
Tax Credit, equal to 25% of any contribution to
promote child care in Colorado, up to $100,000.
Since the credit is available to anyone — not just
employers — it functions more like a specialized
credit for charitable contributions than a targeted
employer tax credit.

Oregon just enacted the Pilot Corporate Child
Care Tax Credit, a new initiative modeled after
the success of the Low Income Housing Tax
Credit (LIHTC). Like the LIHTC, the child care
pilot allows businesses to receive a significant
financial return on their investment. Businesses
may use the dollars they invest in the child care
industry to purchase tax credits with a value
greater than their initial investment. (For example,
for every 50 to 80 cents invested in child care
the business would receive a tax credit worth
$1.) Approved community agencies will be
responsible for selling child care tax credits to
investors and allocating the funds collected to
eligible child care programs.

Austin, TX created a child care fund as a 
set-aside when negotiating tax abatements 
with new businesses such as Samsung
Semiconductor.

Maine has an initiative that refunds withholding
taxes to businesses that create at least 15 new
jobs, pay more than the average wage, and
offer health and retirement benefits. (This strategy
could be used to help fund wage and benefit
enhancements for child care staff — especially if it
is linked to a career development system.)

Arizona has no state tax credit on individual

income taxes for child care expenses. A state

tax credit was in place from 1991 through 1994

which provided a credit on corporate income

taxes for employers that made expenditures for
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child care services for their employees. This

credit was used by only a handful of businesses

when it was in place.

Financing Child Care 

With General Revenues

States are increasingly allocating their general
public revenues to child care, using a variety of
agency budgets for increased investment.

Federal Temporary

Assistance for Needy 

Families (TANF) Funds

Washington uses TANF reinvestment funds to
support a pilot Child Care Career and Wage
Ladder that makes wage supplements available
to early childhood teachers in 100 child care
centers.

Connecticut makes tax exempt bonds available
to help finance facilities, and then uses TANF
funds to underwrite a portion of the debt. (The
bonds are issued by a state authority, CHEFA,
and used to leverage private investment.)

Arizona uses over 20% of our TANF funds to

pay for existing child care subsidies. Arizona is

relying on unspent TANF funds from past years

to cover current expenditures.

State Education Funds:

Preschool 

Forty-two states spend education funds to sup-
port a preschool program or to supplement the
federal Head Start program. Most states allocate
targeted general funds for this purpose, although
three states (Maine, Wisconsin, and West
Virginia) permit school districts to enroll four-
year olds in public schools and increase the
general education budget appropriation.
Pennsylvania also permits districts to enroll four-
year olds but does not appropriate state funds.

The Arizona Department of Education budget

includes an “early childhood block grant” of

$19.5 million from the state general fund. These

dollars are distributed to school districts and can

be used for preschool programs for economi-

cally disadvantaged children or for any purpose

to improve the academic achievement of all

pupils in kindergarten through third grade. In

fiscal year 2001, $9.8 million was used by 54

districts for preschool programs for economically

disadvantaged children and $3 million was used

by 67 districts for full-day kindergarten. 

Previously, some school districts were also using

their regular K-12 budget to help pay for pre-

school programs. However, a state attorney

general opinion issued last September clarifies

that no state dollars (other than the early child-

hood block grant) can be used for preschool.

(This does not apply to preschool programs for

children with disabilities, because these pro-

grams are required by federal law.) In addition,

Students First does not count preschool or full-

day kindergarten students in the funding for-

mula for capital expenses.  This makes it

financially and physically difficult for many 

districts to house preschool programs in the

schools. 

School-age Child Care

Many states also use education funds to support
school-age child care. 

Hawaii’s A+ Program makes after-school child
care universally available to all families with
children enrolled in public elementary schools
(kindergarten through sixth grade.) 

California allocates education funds for the
After School Learning and Safe Neighborhoods
Partnership Program, which operates at elemen-
tary, middle and junior high schools with large
numbers of children and youth from low-income
families.

Arizona is using $4 million in TANF funds this

fiscal year for after-school programs for youth

11-17 years old.

State and Federal 

Health Funds

Rhode Island uses states and federal Medicaid
funds to pay for health insurance for child care
providers. 
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Pennsylvania uses state Department of Health
funding to support the Early Childhood
Education Linkage System (ECELS), which offers
child care providers health and safety training
and technical assistance, as well as linkages to
health care professionals who volunteer to work
with child care programs.

New Hampshire uses funds from the depart-
ments of health and substance abuse services to
fund Plustime, a school-age child care initiative.

State Higher Education Funds

New York, along with six other states (CA, FL, 
IL, KS, MI, OH) makes higher education funds
available to support campus-based child care.
The funding is intended to keep child care
affordable for student parents.

Crime Prevention 

and Justice Funding

North Carolina allocates state crime prevention
funds for Support Our Students initiative, which
provides after-school programming and enrich-
ment activities to middle school youth.

Colorado has earmarked 20% of the Youth
Crime Prevention and Intervention fund for
services provided to children less than 9 years
old. Funded services include: school-age child
care, a nurse which is shared by several early
childhood programs to conduct home visits,
training for staff who work with children who
are at risk for later crime or are exposed to
violence, parent mentoring and a summer
reading program.

New York has allocated funds from the New
York State Office of Court Administration to
establish child care centers in court buildings.

Public/ Private Partnerships

Blending public and private funds for child care
is not new. But many states have developed new,
innovative strategies to leverage and blend
funding. These partnerships have also helped to
build stronger, private-sector support for publicly
funded child care.

North Carolina’s Smart Start initiative combines
state general funds with matching funds from the
corporate sector to support a diverse array of
early care and education services. Funds are
awarded to community groups, who identify
needs and plan services. The North Carolina
Partnership for Children oversees the initiative,
in partnership with the state’s child development
division.

Colorado’s Educare initiative is run by a non-
profit entity that raises funds from the private
and public sectors. Educare focuses on quality
improvement through a range of strategies,
including program assessment, program grants,
technical assistance and public education.

Florida established a matching grants program,
called the Child Care Partnership, for employers
who agree to help pay the cost of child care for
low-wage employees. 

Ithaca, a small town in upstate New York, has
raised public and private funds to establish a
community-based child care fund to help fami-
lies at all income levels pay for child care.
Organizers of the initiative are also exploring
the feasibility of using funds from the New
Markets Tax Credit and the National Community
Capital Corporation.

New Jersey has formed a partnership with sev-
eral private foundations to support a statewide
accreditation facilitation project.

Community foundations in Indiana and
Pennsylvania are helping to build child care
endowment funds. 

Four states — New Jersey, New York, California,
Hawaii, Rhode Island — and Puerto Rico use
Temporary Disability Insurance to provides partial
wage replacement for maternity leave. Many
more states are exploring the feasibility of using
Unemployment Insurance to fund partial wage
replacement during family leave.





phoenix office

4001 North 3rd Street, Suite 160
Phoenix, Arizona 85012
Phone: 602-266-0707
Fax: 602-263-8792

Email: caa@azchildren.org
Web address: www.azchildren.org

tucson office

2850 North Swan Road, Suite 160
Tucson, Arizona 85712
Phone: 520-795-4199
Fax: 520-319-2979

email: jacks3@mindspring.com


