August 2017
Pat Sorenson, Senior Policy Analyst

Michigan’s Child Care Assistance Program:
Challenges and Opportunities
CHILD CARE COSTS ARE HIGH WHILE
PROVIDERS STRUGGLE

A

ccess to child care is a necessity for working parents
and a founda on for Michigan’s economic growth
and vitality. Unfortunately, the high cost of child care has
become a major barrier for parents earning low wages,
o en forcing parents to rely on a patchwork of rela ves,
neighbors and friends who may be unable to make long‐
term commitments.
The predictable results for parents are frequent work
disrup ons that can jeopardize their jobs or force them to
leave their children in care they don’t believe is safe or
adequate. For employers, the bo om line is a smaller
pool of workers for lower‐wage jobs, and employee
absenteeism and turnover.
Child care costs are some of the largest that families will
face, rivaling housing and even the price of a year of
college.

Cost for one infant in a child care center in
Michigan: $10,178

Average annualized rent: $9,168

Average annualized mortgage: $14,640

Average tui on and fees at public colleges: $11,994

Child care costs are high in comparison to wages for many
families, but not because child care providers are well
paid or their businesses are thriving. Child care providers,
who earned an average of just $19,620 in 2015, are some
of the lowest‐paid workers in the state, with wages that
fall below those of veterinary assistants, animal control
workers, manicurists and telemarketers—who are
similarly underpaid. Na onally, nearly half of child care
providers are themselves eligible for some form of public
assistance.

MICHIGAN’S CHILD CARE PROGRAM HAS
LAGGED BEHIND OTHER STATES
Michigan ranks among the lowest states in the country in
its investments in child care for families with low and
moderate incomes—even turning back federal child care
funds because of restric ve state policies that prevented
families from ge ng the care they need to work and
support their families. In 2003, Michigan’s spending on
child care was the 11th highest in the na on; by 2013 the
state dropped to the 11th lowest in the country.1
Michigan’s Child Development and Care (CDC) program
helps families with low wages who are: 1) working; 2)
comple ng high school/GED courses; 3) par cipa ng in

Child Care Costs in Michigan (2015)
Infant

4‐Year‐Old

Cost of Two Children
(Infant and 4‐Year‐
Old) in Care

% of Income at
Poverty Wages
(2 Children)

% of Income with
Wages of 150% of
Poverty (2 Children)

Child Care Center

$10,178

$8,238

$18,416

86.4%

61.1%

Family Home

$6,986

$6,730

$13,716

68.3%

45.5%

Source: Child Care Aware of America
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job training programs; or 4) engaging in family preserva‐
on ac vi es.
Parents can choose from a number of child care se ngs—
provided aﬀordable op ons exist in their communi es
and are willing to take children with child care subsidies.
The op ons include licensed child care centers; family/
group homes; and rela ves, friends and neighbors.

FEWER FAMILIES SERVED ALONG WITH LESS
FUNDING TO COMMUNITIES
In part because of Michigan’s restric ve child care poli‐
cies, the number of families receiving a CDC subsidy has
dropped drama cally, along with the dollars ﬂowing to
communi es to help support working parents, employers
and the local economy. In January of 2007, Michigan
provided child care subsidies to 57,268 families, including
111,526 children; by January of 2016 only 17,047 families
and 30,134 children received child care assistance. Child
care payments followed suit, dropping by 80% statewide
during this period.

LOW REIMBURSEMENTS AND STRINGENT
ELIGIBILITY MAKE IT HARDER FOR FAMILIES
Payments to providers are too low to ensure access to
high‐quality child care. Rates paid to child care providers
depend on the age of the child, the type of child care
se ng, and the number of stars a provider has in the
state’s ﬁve‐star quality ra ng system (Great Start to
Quality). Federal guidance recommends rates at the 75th
percen le of market rates, but Michigan’s rates have
fallen signiﬁcantly below that level. Payments currently
range from $1.35 per hour for unlicensed providers to a
maximum of $4.75 per hour for infants and toddlers in a
ﬁve‐star child care center, although funds were approved
for the 2018 budget to increase child care provider rates.
Michigan’s child care eligibility levels are among the
lowest in the country. In 2016, Michigan had the lowest
income eligibility level in the na on. Despite a small
eligibility increase in 2017 from 120% to 125% of poverty
($25,525 for a family of three), Michigan has remained at
the bo om of the states. The budget signed by the
governor for 2018 includes an increase in eligibility from
125% of poverty to 130%.
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Monthly Child Care Expenditures for Michigan's
10 Most Populous Coun es
January 2007

January 2016

% Change

Wayne

$16,399,607

$2,537,885

‐84.5%

Oakland

$2,496,785

$570,271

‐77.2%

Macomb

$1,914,621

$441,491

‐76.9%

Kent

$2,953,193

$536,763

‐81.8%

Genesee

$4,445,892

$700,519

‐84.2%

Washtenaw

$1,002,344

$200,108

‐80.0%

Ingham

$1,348,800

$295,507

‐78.1%

O awa

$444,228

$118,763

‐73.3%

Kalamazoo

$1,082,766

$239,538

‐77.9%

Saginaw

$1,640,575

$366,975

‐77.6%

$44,172,854

$8,814,176

‐80.0%

S

T

Source: Michigan Department of Health and Human Services

STATE ADMINISTRATIVE POLICIES ARE A
BARRIER
In addi on to low reimbursement rates, child care pro‐
viders in Michigan are required to bill for their services
hourly—contrary to normal business prac ces.

MICHIGAN’S CHILD CARE SUBSIDY IS LARGELY
FEDERALLY FUNDED
The bulk of the funding for child care subsidies in Michi‐
gan comes from the federal government through the Child
Care and Development Block Grant (CCDBG). Total fund‐
ing for child care subsidies in the 2017 budget year is
$134 million, with approximately $106 million (79%)
coming through the federal CCDBG. Approximately
$25.8 million (19%) is from the state General Fund.
The CCDBG gives states wide la tude in se ng
reimbursement rates and eligibility, and programs vary
from state to state. The federal law limits eligibility to 85%
of state median income and sets a goal (not a mandate)
that rates be set at the 75th percen le of market rate,
meaning that the subsidy would cover 75% of the
providers in a family’s market area. At 38% of state
median income, Michigan’s income eligibility cutoﬀ falls
far below that standard.
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POLICY CHANGES HAVE IMPROVED ACCESS
AND QUALITY BUT MORE NEEDS TO BE DONE

Michigan's Entry Eligibility Levels
Are Among Lowest in the Na on (2015)
Income Limit

A stronger focus on quality. State and federal ini a ves
have increased a en on on the importance of high‐
quality child care in recent years. When the federal
CCDBG was adopted in 1990, followed by na onal welfare
reform in 1996, the goal was primarily to provide child
care as a work support—with a focus on access rather
than quality.

As Percent
of Median Income

MICHIGAN

$23,880

Maryland

34%

Missouri

$24,036

MICHIGAN

38%

Ohio

$24,732

Ohio

39%

Indiana

$25,128

Missouri

40%

Nevada

$25,392

Nebraska

41%

Alabama

$25,728

Indiana

42%

Idaho

$25,728

Iowa

44%

Nebraska

$25,728

New Jersey

45%

Kentucky

$25,942

Kentucky

46%

Georgia

$28,160

Nevada

46%

Source: National Women’s Law Center

In 2014, the CCDBG was reauthorized to create several
new mandates for states—the ﬁrst reauthoriza on in 19
years. Unfortunately, there was li le new federal funding
a ached. Included in the federal requirements are:

As scien ﬁc research began to prove the importance of
the earliest years of life to children’s learning and
development, the need for high quality se ngs became
undeniable. In Michigan, public/private partnerships
began to spring up to improve the quality of child care,
culmina ng in the launch of the Oﬃce of Great Start
within the Department of Educa on, bolstered by the
work of the Early Childhood Investment Corpora on. The
result was a signiﬁcant increase in funding for the state’s
preschool program (Great Start Readiness Program),
regional resource centers to improve access to high‐
quality care, the state’s child care ra ng system (Great
Start to Quality), and other quality improvement
ini a ves through the state’s Race to the Top Early
Learning Challenge grant.

 More extensive requirements related to health and
safety in child care, including pre‐service and
ongoing training of providers, addi onal licensing
Small increases in child care payments related to Great
requirements, on‐site inspec ons, and comprehen‐
Start to Quality. Michigan’s last across‐the‐board increase
sive background checks for all providers, including
in child care rates occurred in 2009. In 2011, rates for care
those who are exempt from
licensing (family, friends and
neighbors).
Fewer Children Receiving Child Care Subsidy
 An increased focus on improving
quality, including an increase in
the percentage of CCDBG funds
that need to be used for that
purpose.
 More family‐friendly policies,
including a minimum 12‐month
eligibility period (if income
remains below the eligibility
limit), and a graduated phase‐out
of assistance.
 Payment policies and prac ces
that reﬂect generally accepted
prac ces for child care providers.
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Especially in Unlicensed Se ngs
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provided by families, friends and neighbors who are
legally exempt from licensing were reduced if new training
requirements were not met.
In July of 2015, rate increases were provided to licensed
providers (child care centers and homes) based on the
number of stars they earn in the state’s ﬁve‐star quality
ra ng system—with the full‐year cost in the 2016 budget
year of $6.1 million in federal funding. While ered
reimbursements can create incen ves for quality
improvements, the reality is that in Michigan’s grossly
underfunded child care system, many child care providers
did not receive the higher payment rates.
Michigan has made progress in engaging licensed child
care providers in the state’s child care quality ra ng
system. In 2014, 82% of the state’s 9,963 licensed pro‐
viders were only mee ng basic licensing requirements—
the absolute ﬂoor for safety in care signiﬁed by an “empty
star” in the state’s ﬁve‐star system. By May 1, 2017, 57%
of providers were only mee ng licensing guidelines.
Nonetheless, rate increases ed to a provider’s quality
ra ng are currently available to only 3,530 providers, or
42% of licensed providers in the state.
A small increase in income eligibility thresholds for those
applying for child care assistance. In 2017, Michigan
increased its entry eligibility threshold from 120% to 125%
of poverty, but remains at the bo om of the states. An
increase to 130% of poverty is included in the 2018
budget.

A new policy that allows some families to keep their
child care assistance if their wages increase. In
compliance with the reauthoriza on of the federal CCDF,
Michigan increased its “exit” income eligibility threshold
to 250% of poverty in July of 2015. To receive child care
assistance, families s ll have to be eligible at the lower
“entry” eligibility level (now 125% of poverty), but once
receiving a subsidy could earn up to 250% of poverty and
s ll receive a subsidy. This avoids the steep eligibility cliﬀ
that could increase child care costs for a single mother
with two children in care from approximately $2,900 per
year to over $18,000 because of a small pay raise.2
Adop on of 12‐month con nuous eligibility. Also
beginning in 2015 and in response to the federal CCDBG
reauthoriza on, Michigan implemented 12‐month
con nuous child care eligibility a er enrollment for child
care assistance—at a full year cost in the 2016 budget
year of $16 million in federal CCDBG funding. This change
is intended to avoid child care disrup ons for working
parents and children.
The hiring of addi onal child care licensing consultants
to improve oversight. In the 2016 budget year, the state
approved $5.6 million in federal funding to hire an
addi onal 39 child care licensing consultants. Michigan’s
child care oversight had been hampered by very high
caseloads, resul ng in two federal audits that found the
state could not consistently ensure basic health and safety
in licensed child care se ngs. This increase is par cularly

Great Start to Quality Par cipa on Data (May 1, 2017)
Eligible for Higher Rates
Total
Programs

Empty Star*

Child Care/Preschool Centers

3,611

1,534

2

Group Child Care Homes

1,635

988

Family Child Care Homes

3,171

Total Programs Per Star Level

8,417

Program Type

As % of Total Programs

1 Star

2 Stars

3 Stars

4 Stars

5 Stars

47

672

1,231

125

34

133

426

35

19

2,243

86

285

523

22

12

4,765

122

465

1621

1,288

156

56.6%

1.4%

5.5%

19.3%

15.3%

1.9%

*Empty star: Meets only basic licensing requirements
Source: Early Childhood Investment Corporation
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important in light of ghtened federal requirements for
oversight and on‐site visits.
Upda ng of payment policies. The Oﬃce of Great Start
has made changes to help payments to providers and
parents ﬂow more quickly and easily. Included are a
shortened meframe for determining eligibility (from 45
to 30 days) and a policy allowing child care payments for
up to 208 hours for children who are absent from care.

THE 2018 BUDGET INCLUDES ADDITIONAL
CHILD CARE IMPROVEMENTS
In recogni on of the connec on between child care and
work for families with low wages, as well as the state’s
failure to use all available federal funds, the governor
recommended an increase of $6.8 million in the current
budget year (2017) as well as $27.2 million ($8.4 million in
state funds) in the 2018 budget to increase rates paid to
child care providers. The ﬁnal 2018 budget approved by
the Legislature and signed by the governor includes the
following:
A total of $19.4 million ($11 million of federal
CCDBG and $8.4 million of state General Fund) to
increase reimbursement rates to child care pro‐
viders based on the number of stars in the state’s
quality ra ng system.
 Licensed/registered centers and homes will
receive the following increases: 25 cents per
hour for those who have 0, 1 or 2 stars; 50
cents per hour for those at 3 or 4 stars, and 75
cents per hour for 5‐star centers or homes.
 Unlicensed family, friends and neighbors will
receive an increase of 25 cents per hour if they
are at the Tier 1 training level, while those at
Tier 2 would receive an addi onal 75 cents per
hour.
An increase of $5.5 million in federal funding to
raise the program’s eligibility threshold from 125%
of poverty to 130%.
 An addi onal $1.4 million in federal funding to
increase monitoring of license‐exempt family, friend
and neighbor care as required in the federal
reauthoriza on, as well as $800,000 for staﬀ in the
Department of Licensing and Regulatory Aﬀairs to
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do newly required background
ﬁngerprin ng of providers.

checks

and

$1 million in federal funding for TEACH scholarships
for child care providers working to increase their
quality star ra ng.

2017 Supplemental Spending: Also passed by the Legisla‐
ture was a supplemental budget bill for the current year
that includes:
An increase of $4.9 million total ($2.8 million CCDF
and $2.1 million in state General Fund) to imple‐
ment the reimbursement rate increase for child
care providers in the current year.
Funding to ensure that Michigan complies with new
federal requirements related to the monitoring of
child care se ngs, including: 1) $7.1 million for
comprehensive ﬁngerprin ng and background
checks of all child care providers and others in child
care se ngs with unsupervised access to children;
and 2) $1.5 million for technology improvements
needed to implement new changes.

FEDERAL BUDGET UNCERTAINTIES ARE A
CLOUD OVER STATE CHILD CARE INITIATIVES
Michigan relies heavily on federal funding for child care
and other basic needs programs. With 42% of its total
budget coming from the federal government, Michigan is
second most reliant on federal funds of all states. Federal
budget cuts in Washington, D.C., could threaten
Michigan’s progress in providing child care to families with
low wages.
The President’s 2018 budget maintained CCDBG at 2016
levels, elimina ng a $95 million increase in the current
year. In addi on other funding sources that can be used
to fund child care—Temporary Assistance for Needy Fami‐
lies (TANF) and the Social Services Block Grant (SSBG)—
are on the chopping block, with TANF reduced by 10% and
the SSBG eliminated.
Congress has not yet adopted a 2018 Budget Resolu on,
but the House Appropria ons Commi ee is moving
forward. The House proposal includes an increase of only
$4 million for the CCDBG, and includes the following cuts:
1) elimina on of the Child Care Access Means Parents in
School (CCAMPIS) program, which is the only federal grant
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suppor ng child care services for low‐income parents on
college campuses; and 2) a $191 million cut in the 21st
Century Community Learning Centers program, which
funds a erschool ac vi es including child care in low‐
income communi es.
Also in the mix at the federal level is tax reform and vague
proposals to reduce child care costs through tax and
regulatory changes. During the campaign, President
Trump advocated for a tax deduc on for child care
expenses, as well as a limited credit for some families with
lower incomes and child care savings accounts. The Tax
Policy Center found that the 70% of the beneﬁts of the
campaign proposals would go to families with incomes
above $100,000, and more than 25% to those with
incomes over $200,000.3
More recently, discussions have turned to Dependent
Care Assistance Plans, Dependent Care Savings Accounts
and tax credits for employers and businesses that provide
child care, which dispropor onately advantage wealthier
families.

The President's tax plan and budget call for requiring a
Social Security number to qualify for the federal Earned
Income Tax Credit (EITC) and Child Tax Credit. The IRS
already requires a taxpayer to have a Social Security
number to receive the EITC, so this is not a policy change
but instead simply fuels the an ‐immigrant rhetoric.
Furthermore, by targe ng assistance that is currently
intended to beneﬁt children—and which studies have
shown have long‐las ng posi ve impacts on the lives and
well‐being of children—this only hurts many U.S. children
who have no control over their parents’ immigra on
status.
Final decisions about federal tax reform will be signiﬁcant
for working families in Michigan. The Trump Administra‐
on’s proposal to overhaul the federal tax code would
provide the wealthiest 1% of taxpayers in Michigan with
over half of the state’s tax cuts. The richest 1% of
Michigan taxpayers would receive an average tax cut in
2018 of over $120,000, compared to on $830 for the
middle 20%, and $100 for the bo om 20%.4 Tax reforms
could also reduce the revenues available for programs
that would assist families who most need help with the
high cost of child care, including adequate funding for the
CCDBG that provides direct subsidies and improves child
care quality and safety.

There are tax policies that could be adopted at the
na onal level that could beneﬁt families with low wages
including: 1) an increase in the amount of the Child Tax
Credit to be er reﬂect the cost of raising young children,
as well as lowering the
earned income thresh‐
Wealthiest 1% Benefits From Trump Tax Proposal
old for families to be
eligible to receive a
Average Projected Tax Cut in 2018 by Income Group
refund through the
Addi onal Child Tax
Richest 1%
Credit; and 2) making
the Child and Child
Next 4%
and Dependent Care
Tax Credit refundable
Next 15%
so more low‐income
Fourth 20%
families could beneﬁt,
as well as changes in
Middle 20%
the credit’s sliding
scale and increases in
Second 20%
the child care expense
limit to be er reﬂect
Poorest 20%
the actual cost of child
care.
Source: Institute on Taxation and Economic Policy
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WHAT MICHIGAN NEEDS TO DO MOVING
FORWARD
Increase eligibility for child care subsidies so more
families with low wages can ﬁnd and keep jobs. The
League es mates that a single parent of two children
would need to earn over $47,000 a year to meet the
family’s basic needs for housing, child care, food,
transporta on, healthcare and personal needs.5 Se ng
the state’s child care eligibility level at 200% of the federal
poverty level ($40,840 for a family of three) should be the
state’s goal if it is serious about encouraging work and full
employment. Michigan should incrementally increase
eligibility to meet that standard, beginning with an
increase to 150% of poverty ($30,630 for a family of
three).
Increase access to high‐quality providers through rate
increases. Michigan should con nue to adopt rate
increases un l it reaches the na onal CCDF standard of
the 75th percen le of market rates. Without adequate
payments, parents with low wages will con nue to have
diﬃculty ﬁnding high‐quality care and many child care
providers will have insuﬃcient resources to improve
quality.
Support early childhood businesses and the child care
workforce through appropriate business prac ces. As a
ﬁrst step, Michigan should follow most other states and
move away from hourly billing, op ng for billings to half‐
or full‐day care, or weekly—similar to the process used by
many for non‐subsidized children. Without predictable
income, it is diﬃcult for providers to maintain their small
businesses and accept children with subsidies.
Improve the supply of care for families needing oﬀ‐hours
or infant care, as well as care for children with special
needs. An addi onal approach Michigan should take is to
establish contracts with providers for care—a funding
mechanism used in some other states to ensure capacity

and increase stability in the child care market. Instead of
making payments for hours of child care provided,
contracts can be used to ensure slots for children from
families with low incomes. As part of the contractual
process, the state could focus on expanding the supply of
high‐quality care for underserved communi es and
popula ons, including parents needing evening and
weekend care, children with special needs, and infants
and toddlers.
Expand eligibility to children and families in high‐poverty
communi es. An innova ve alterna ve to contracts that
could target speciﬁc underserved communi es is the
model used in the Na onal School Lunch program of
community eligibility, where all children in a high‐poverty
area are eligible for school meals without applying.6
Michigan was one of the pilot states that experienced a
signiﬁcant increase in the number of children receiving
school meals as a result of the program.
Use what is learned about high‐quality child care
through the investments of the philanthropic sector to
guide statewide investments of public dollars. The
philanthropic sector has had a sustained interest and
investment in early childhood services including child
care. The United Way for Southeastern Michigan sup‐
ported Early Learning Communi es—a community‐led
eﬀort to increase kindergarten readiness by providing
two‐genera onal services and connec ng families to
social and other local services. More recently, the W.K.
Kellogg and Kresge Founda ons have promoted a
community‐driven partnership to strengthen and grow
early childhood services in Detroit, beginning with a
citywide ac on plan to create coordinated, high‐quality
early childhood systems that ensure children are born
healthy, prepared for kindergarten and ready for success
in third grade and beyond. These eﬀorts should help guide
public‐sector responses to the needs of young children
and families for child care and other early childhood
services.
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