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01. EXECUTIVE SUMMARY

High quality child care produces lasting benefits for young children and positive spillover effects
to the broader community.! Additionally, a parent's ability to work commonly rests on the quality,
accessibility, and affordability of child care, as does an employer's ability to recruit and retain a
reliable, stable workforce.? With a deep understanding of the vital role that the child care sector
plays in Kent County, First Steps Kent commissioned a fiscal analysis of public sector and private
sector funding currently supporting Kent County's child care system with the goal to equip
stakeholders to address significant gaps in child care supply.

A FISCAL MAP

Informed by relevant articles, reports, and interviews with local home-based and center-based
providers, First Steps Kent partnered with nationally recognized experts at Child Trends to produce
a fiscal map for child care in Kent County. The analysis focused on funding that supports capital for
facilities and property improvement, workforce resources that may help ensure competitive wage
and benefits, and small business back office supports that may strengthen program sustainability.
This work focuses exclusively on child care and early education from birth to preschool (including
Developmental Kindergarten). Importantly, it specifically excludes other early childhood services like
home visiting, healthcare, or other early interventions that are not child care.

Organized in seven sections, this report provides relevant background for understanding child

care as a part of Kent County's early care and education system and the importance of brain
development in sections 1-3. The basics of child care, cost structure and data regarding the current
state of child care access are in sections 4 and 5. Section 6 is the current state of child care funding
including the Child Trends research.

CONSIDERATIONS

The report ends in section 7 with insights for consideration by stakeholders seeking to advance
Kent County's child care system. They include:

88% of federal, state and local financial resources are within categories that support affordability
and service or demand side services.

Existing financial resources to support capital investments, workforce, program quality and
sustainability account for 12% of the total or supply side services.

Some programs experience barriers to accessing full funding allocation from disparate public
sources, resulting in underutilization.

Two-thirds of the total estimated demand for child care is unaddressed by public/private sector
investment.

This fiscal map describes the structure of child care and early education funding and identifies the
funding sources and amounts reasonably available to Kent County in the immediate future. The
data in this report is intended to help prepare stakeholders interested in actionable strategies to
improve child care on behalf of Kent County families.
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QUESTIONS ADDRESSED
IN THIS REPORT:

1 How is funding for child care and early
education structured in Michigan?

2 What funding sources are available for child
care and early education in Kent County?

3 Whatisthe funding used for?



PARENTS IN WORKFORCE

70%

Children under age 6 with
all available parents in the
workforce in Kent County,
Michigan.?
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02. INTRODUCTION

CHALLENGES

Facing eviction, the parents of two young children, ages 2 and 4 confront the choice of paying the
rent or paying for child care. They choose the more viable option - to catch up on the rent. This way,
one can stay home with the children, while the other goes to work. Extra shifts will help fill some of
the gap in lost income this week, but they know one pay check is unsustainable. Nonetheless, with
the rent paid for now, they buy a little time to figure things out for next month.

Frustrated, a local employer hangs up the phone to face the day short-staffed. Customers are
forming a line, and a valued employee just called in...again. She can't find child care today, which
based on experience means spotty attendance all week. She apologizes, promises it won't happen
again, and ends the call to attend to her children. It doesn't make sense to replace her, not at this
stage. The company has invested thousands of dollars in her training and she's one of the best at
what she does. But this has to stop!

If everyone shows, the home-based provider's budget works. Revenue covers fixed and variable
costs leaving a sliver of a margin, but a margin, nonetheless. But everyone doesn't show. Today,
two children won't be here. Today, the family's advance tuition payment was due. Today, the budget
doesn't work. It may take weeks to screen another family to replace the revenue. Rushing the
screening process puts the business and the home at risk. The alternative is to make do without
the payment and hold the family's slot open - at least for now. If this continues, the realities of the
budget will force the provider to close.

OPPORTUNITIES

There are three prevailing themes embedded in these local narratives — two are known to impact a
young child's readiness for success in school and a third linked to an employer's ability to operate
with a stable workforce. Each are deserving of our collective attention, and yet it will take more
than attentiveness to advance toward child care that works for Kent County's children, parents,
employers, and providers.

This report provides support for the role of stakeholders by identifying the specific federal, state

and local funds available to support child care, including resources for new business development,
capital improvement, and the child care workforce. A key goal is to better understand how existing
funding contributes to the current state of Kent County's child care sector as a way to inform efforts
that have the potential to improve its future growth and sustainability.*
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Families should be supported and
empowered by an early childhood
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meets their unique needs. With a focus
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and families thrive will lead to a
community in which EVERYOMNE
can fully participate
and contribute.

Connections
to Other
Systems



Challenges and Opportunities 7

03. SYSTEM APPROACH

A body of research, including investigation done by Harvard University
found that early experiences affect the development of brain architecture,
which provides the foundation for all future learning, behavior, and

health. They assert that just as a weak foundation compromises the
quality and strength of a house, adverse experiences early in life can
impair brain architecture, with negative effects lasting into adulthood.®

Research also supports the importance of early brain development in the
context of high-quality early learning environments which includes child
care environments. In Kent County, child care operates as a part of a
comprehensive early learning system designed to ensure that during the
earliest years of a child's life, caregivers have access to resources known
to improve a child's readiness for success in school. These resources
include home visiting, play and learn groups, and prenatal health
services. The Vision for the Early Childhood System in Kent County
(visualized in the graphic on the previous page) is based on years of
hard work and collaboration from parents, educators, service providers,
county government, and business and philanthropic leaders who are
continuously identifying our community's most urgent needs, best
practices to address them, and creative solutions to support and sustain
them. This vision aligns with state and national efforts to build effective
early childhood systems but is unigue to the needs of Kent County.

The vision graphic is designed to illustrate how child care plays a vital
role in this systems approach, fostering safe and developmentally
appropriate early learning environments. Strengthening child care
can strengthen a child's healthy development, brain development and
kindergarten readiness.

(o) . :
9 0 /O 90% of brain growth happens by age 5.

80% of brain growth happens by age 3.:




BRAINS ARE BUILT OVER TIME, FROM

THE BOTTOM UP. The basic architecture

of the brain is constructed through an
ongoing process that begins before birth and
continues into adulthood. Like a scaffold,
skills build on skills. In the first few years

of life, more than 1 million new neural
connections form every second.’

THE INTERACTIONS OF GENES AND
EXPERIENCE SHAPE THE DEVELOPING
BRAIN. Although genes provide the blueprint
for the formation of brain circuits, these
circuits are reinforced by repeated use.

A major ingredient in this developmental
process is the serve and return interaction
between children and their parents and other
caregivers in the family or community. In

the absence of responsive caregiving—or if
responses are unreliable or inappropriate—
the brain's architecture does not form as
expected, which can lead to disparities in
learning and behavior.

BRAIN ARCHITECTURE IS COMPRISED OF
BILLIONS OF CONNECTIONS BETWEEN
INDIVIDUAL NEURONS ACROSS DIFFERENT
AREAS OF THE BRAIN. These connections
enable lightning-fast communication

among neurons that specialize in different
kinds of brain functions. The early years

are the most active period for establishing
neural connections. More importantly, the
connections that form early provide either a
strong or weak foundation for the connections
that form later.

COGNITIVE, EMOTIONAL, AND SOCIAL
CAPACITIES ARE INEXTRICABLY
INTERTWINED THROUGHOUT THE LIFE
COURSE. The brain is a highly integrated
organ and its multiple functions operate in
coordination with one another. Emotional well-
being and social competence provide a strong
foundation for emerging cognitive abilities,
and together they are the bricks and mortar of
brain architecture. The emotional and physical
health, social skills, and cognitive-linguistic
capacities that emerge in the early years

are all important for success in school, the
workplace, and in the larger community.



INFANT AND
TODDLER CARE

Kent County has a

critical gap in access to
high-quality child care,
particularly for infants and
toddlers.




DAY CARE VS.
CHILD CARE

The term "day care” has
some limitations, most
importantly, it doesn't focus |8 EVLs
on the central part of the
care arrangement — the
child.
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04. CHILD CARE BASICS

Child care can include care in various settings e.g., center-based or home-based, by various
professionals e.q., early childhood educators or nannies, and for various ages of children from
infants to after-school care for pre-teens. While the term "day care” is still widely used, there's
a more fitting term that highlights the child's brain development and early learning and the
important work early childhood educators do: child care.

When child care is discussed in the context of this report, it refers to the provision of
relationship-based care for children from birth to kindergarten entry. Importantly, the focus is
the safe and healthy development of the child.

When market failure of the child care sector is discussed, it refers to the economic reality
that, as consumers of child care, parents are cost burdened and the child care workforce is
comparatively underpaid. This makes it difficult for child care businesses to recruit and retain
the qualified, passionate, committed staff that we all want providing care for our children

and grandchildren. Ultimately, the combination of high costs to parents and low-pay induced
workforce constraints lead to untenable gaps in local supply.

WHAT IS CHILD CARE?
Child care is not a place, but a thing:

A relationship between a caregiver and child in which the adult
supports the child's safety, learning, development, and well-being.

meost important facte
brain architecture.

The single most common factor among

children who do well despite adversity is

the presence of at least one supportive,
responsive adult in their life. 8

In forrmal ECE settings, teacher—child
interactions are the strongest predictor
of child outcomes.

Child care program standards are subject to + Staff qualifications & training

requlations regardin . . . .
9 9 9 Learning environment & teaching practices

Health & safet . .
y Family engagement & services

Program administration & management
These regulations are in place to help keep

children safe and foster high levels of quality in
child care settings.

Ratios & group sizes
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CHILD CARE
CENTERS

FAMILY CHILD CARE
HOMES

GROUP CHILD CARE
HOMES

SCHOOL-AGE ONLY
PROGRAMS

A licensed center-
based setting

usually with multiple
classrooms, including
child care, preschool,
cooperative, Early
Head Start, Head
Start and Great Start
Readiness Programs

A licensed home-
based setting for up
to 7 children

A licensed home-
based setting for up
to 14 children

A center-based
program licensed to
only serve children
ages 4 years 9
months to 12 years

HOW IS

CARE REGULATED?

LICENSING REGULATIONS

PRBPBR DD

GSO Levels 2 - 5

HOW IS CARE PAID FOR?

@ CDC SUBSIDY

ARABBA
AAARAA
ARARAA
ABAARA

ABRARR
ARRARE
ARBRAAR

MON-LICENSED

LICENSED

@ FAMILY OUT-OF-FPOCKET

GREAT START TO QUALITY



CHILD CARE FACILITIES

650

Kent County is home to
nearly 650 licensed child

care facilities'" and nearly
49,000 children between 0
and 5 years old."?
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The math for operating a child center is problematic. The amount of staffing is driven by
regulatory standards meant to ensure child safety and high quality outcomes. For the care of
infants and toddlers up to 0- 36 months old, one staff must be present for up to four children.
For children ages 3-5, the ratio is one staff for up to ten children. This results, as illustrated
below, salary and benefit costs reaching 60% of revenue. Classroom materials, food, office,
occupancy, and administrative costs can consume the remaining 40% leaving miscellaneous
fees (e.qg., activity fees, enrollment fees) or tuition increases to generate margin.

In home-based child care settings, where there are fewer occupancy expenses, local sector
experts peg the profit margin at 50% of revenue. In practice, delivering care to four young
children (the maximum number children allowed for one caregiver) generates approximately
$40,000 in annual revenue. At 50%, this translates to a margin of $20,000. After accounting for
the number of hours of care provided equates to less than the minimum wage. lllustrations of
the cost structure for center-based care in Michigan are below and on the following page.

m ABC Child Care Center
e e
i e o 3 ﬁ"[ 4 Classrooms
G 1 Director
'ﬁ 1 Admin. Asst.
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EXISTING CHILD CARE PROVIDERS
INTERVIEWED ARE:
1. SELF-FUNDED
2. COMMITTED TO HIGH-QUALITY
3. VULNERABLE TO:
* FAMILY MOBILITY
*« ECONOMY (E.G., INSURANCE COSTS)
* WORKFORCE SCARCITY
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05. CURRENT STATE OF
CHILD CARE ACCESS

The numbers tell only a part of the story. An important element of Kent County's child care
narrative is equitable access to care.

GAPS

As the maps on the following pages illustrate, not only are there gaps in overall child care
capacity, access is misaligned with demand in terms of age group, and neighborhood. In some
neighborhoods there is little to no access to care, while in others there is a waitlist. During
interviews with child care professionals, a leader of a child care center shared that in a high
demand district, her center is managing a waitlist of more than 500 children.

CHALLENGES

Recruitment and retention of a qualified workforce'® is cited as a major barrier to access. For
example, owing to regulatory standards for high quality outcomes, one lead teacher of a child
care center is required to have earned a bachelor's degree in early childhood education rather
than any other discipline in the education field.

A teacher with 15 years' experience isn’t
qualified to teach in a GSRP classroom.”
- Kent County center-based provider

METHODS AND MAPS

The maps on the following pages provide visual categorization of early childhood education
access in Kent County at the county commission district level. Each area displays the ratio
of early childhood education capacity to early childhood education demand.

"Capacity” refers to the number of early childhood education slots available, while "demand”
refers to the population estimate of that age range.

Ratios over 1.0 indicate a surplus of early childhood education availability, while ratios
under 1.0 indicate a deficit. The ratio also normalizes results by the population of each area.
In other words, a ratio of .72 means that for every 100 children who need early childhood
education, only 72 spaces are available.
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Current providers are experiencing constraints related to workforce, recruitment and retention.
The realities of the wage and benefits offered by providers does not match the expectations of
the market. This helps drive gaps in access. Only one district in Kent County has a surplus of
early childhood education availability for ages 0-5.

Kent County Commission District
Child Care Capacity/Demand Ratio
Ages 0-5

Findings:

Nine districts are in the bottom two categories
of early childhood education availability:

District 0T

District 03

District 04

District 07

District 09 Capacity/Demand Ratio - 0-5
District 10 B o00-03
District 14 B o032-058
District 17 [ 0ss-09
District 20 I -1

I compete (for workforce) against big corporations
for benefits with similar salaries."”
- Kent County home-based provider



Challenges and Opportunities = 19

Under typical market conditions, when demand is high, prices go up. However, the child care
market is experiencing market failure. Prices are constrained by what parents can pay. Costs are
driven by important safety and quality rules. Detrimentally, access can follow dollars rather than
need. Nine districts in Kent County have a surplus of early childhood education availability for
ages 3-b.

Kent County Commission District
Child Care Capacity/Demand Ratio
Ages 3-5

Findings:
+ District 02
District 05
+ District 06
* District 08
District 11
*  District 12
District 16 Capacity/Demand Ratio - 3-5
*+ District 19 B o.00-031
District 21 I 032-058
[ ] 0s59-099
| RBEnR

"It's tough to raise prices when parents can't pay."
- Kent County service provider



UNDERUTILIZATION
DESPITE ELIGIBILITY

Just half of Kent County
children eligible for CDC
scholarships are using CDC
scholarships.'1®
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No districts in Kent County have a surplus of early care and education capacity for ages 0-2.
New parents have few alternatives and are often forced to keep one parent home and out of the
workforce. The capacity is effectively zero in some districts.

Kent County Commission District
Child Care Capacity/Demand Ratio
Ages 0-2

Capacity/Demand Ratio - 0-2

B c.00-031
[ 032-058
[ ] 059-0.99
B 1-1.904

=

[ District 06 M District. 16
B m

Dok

[043]

[0.35]
0strict 15
0.27)
 isarict.i 3}
0.2

"My start-up was (funded) out of pocket."”
- Kent County home-based provider
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06. CURRENT STATE OF
CHILD CARE FUNDING

Nationally-recognized researcher, Child Trends investigated the funding sources available to
support child care and early education programs in the county. By understanding the history
of funding sources and programs in the state and county, we are able to estimate expected
amounts of funding to be available to Kent County in the near future. With this information,
stakeholders in Kent County can compare the available funding to the community's needs to
devise strategies for filling gaps.

This report summarizes study findings and is accompanied by a detailed fiscal map that is
referenced throughout. First, the methods and present considerations to guide the interpretation
of findings are described. Then each of the following questions are addressed: How is funding
for child care and early education structured in Michigan? What funding sources are available
for child care and early education in Kent County? And What is the funding used for?

To complete this work, Child Trends undertook two main activities. First, Child Trends analysed
dozens of documents (e.g., reports, budgets, financial statements, and program websites,
summarized in the endnotes/appendices) to extract information about funding sources and
programs at both the state and county level.

Second, Child Trends conducted seven virtual interviews with eight child care and early
education experts in Michigan (see back cover for a list of these individuals). These interviews
helped to fill gaps in the publicly available information obtained via the document review, verify
information collected, and gather context on how child care and early education services are

structured and operate in the state. . .
One goal of this work was to use past allocation and/

or expenditure data to provide a reasonable estimate
for how much Kent County could expect from each

The analysis is presented in funding source in the immediate future. The specific
three sections: methodology for each estimate is detailed in a

comprehensive fiscal map that can be downloaded from
1. Funding Structure page 31.

2. Funding Sources

3. Funding Uses
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% When interpreting the child care fiscal analysis information, please consider the following: ;
3 ae
H + This work was done before the close of the 2024 state fiscal year (SFY), meaning SFY 2024 expenditure Ps
q information is not yet available. !
-
1 -]
Eh‘ * Detailed information about funding allocations and expenditures is limited. In many cases, information ;
ey is only available at the state level and is not presented in ways that allow you to know exactly how -
much was spent on different aspects of child care and early education at the county or sub-county
levels.

+  This work was done in a condensed period. While Child Trends is confident they identified the major
funding sources and understand the central elements of how child care and early education funding
operates in the state, there are likely complexities and gaps that were not fully captured.

4% W IR R
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HOW IS FUNDING FOR CHILD CARE
AND EARLY EDUCATION STRUCTURED
IN MICHIGAN?

Child care and early education is funded by a complex array of federal, state, local, and
philanthropic sources in Michigan:

Most FEDERAL funding sources flow to the state agencies, which use the funding for
state-level activities and/or pass the funds through to others such as Intermediate School
Districts (ISDs), nonprofits, and child care providers. However, some federal funding, such as
funding from the Office of Head Start (OHS), is awarded directly to local organizations. Other
examples of federal funding sources are Child Care and Development Fund (CCDF), Temporary
Assistance for Needy Families (TANF), and the Preschool Development Grant (PDG).

STATE General Fund/General Purpose (GF/GP) dollars come from state taxes and fees and are
available for spending for any purpose. Sometimes, the legislature uses these GF/GP dollars
to create a "reserve fund” (akin to a savings account) for a particular purpose (e.g., the GSRP
Reserve Fund). Dollars in a reserve fund remain available in future years but can only be used
for the specific purpose for which the reserve fund was created. Finally, the state requires
some taxes and fees be used for a specific purpose (e.g., all lottery proceeds must be used for
the School Aid Fund)'® These are referred to as "restricted funds.”

In addition, there are LOCAL sources of
funds, such as the Ready by Five Millage,
which is funded by local property taxes.

Finally, there are PHILANTHROPIC
DOLLARS that come from various
foundations.

Most programs are funded by multiple
funding sources. In addition, there are some
instances where some funding sources

flow through other funding sources before
reaching a recipient. For example, the state
can transfer a portion of TANF dollars

to CCDF to be used for CCDF allowable
purposes. This results in a complex web of
funding streams and programs. A map of the
funding structure follows.




Child Care and Early Education Funding Structure in Michigan
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THERE ARE SEVERAL STATE AGENCIES INVOLVED IN CHILD CARE AND EARLY
EDUCATION IN MICHIGAN:

MICHIGAN

DEPARTMENT OF
EDUCATION (MDE)

MICHIGAN
DEPARTMENT

MDE oversees and supports education, including Developmental
Kindergarten (also referred to as Transitional Kindergarten or "Young
Fives") and the Child and Adult Care Food Program (CACFP).'"

MDHHS is responsible for determining whether families are eligible for
child care or early education tuition assistance, and for administering
those payments. '

OF HEALTH AND
HUMAN SERVICES
(MDHHS)
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MICHIGAN'S
DEPARTMENT
OF LIFELONG
EDUCATION,
ADVANCEMENT,
AND POTENTIAL
(MiLEAP)

THE OFFICE
OF EARLY

CHILDHOOD
EDUCATION

OFFICE OF
HIGHER
EDUCATION

OFFICE OF
EDUCATION
PARTNERSHIPS

MILEAP was established in December 2023 with the goal of “improving
outcomes from preschool through post-secondary so anyone can
‘make it in Michigan' with a solid education and path to a good-

paying job.""® Programs once housed under the Michigan Department
of Licensing and Regulatory Affairs (LARA), Labor and Economic
Opportunity (LEO), Education (MDE), and Treasury were transferred

to MILEAP. MiLEAP houses three offices: Early Childhood Education,
Higher Education, and Education Partnerships.?

The Office of Early Childhood Education includes the Office of

Great Start, which oversees the Child Development and Care

(CDC) Scholarship Program (child care subsidies), the Great Start
Readiness Program (GSRP; publicly funded preschool for 4-year-
olds), and the Head Start State Collaboration Office. The Office of
Great Start was previously housed in MDE. Tri-Share (a child care
cost share between employers, employees, and the state) was
previously housed within LEO and was moved to MILEAP. In addition,
the Child Care Licensing Bureau (CCLB) within MiLEAP is responsible
for the licensing of child care providers (previously, licensing was
done by LARA).

Office of Higher Education houses scholarship administration
(previously, student aid was handled by the Michigan Department

of Treasury) and the Sixty by 30 initiative (an initiative to ensure

60% of working-age adults have a skill certificate or college degree
by 2030; previously housed under LEQ). This office administers
financial supports like the Michigan Achievement Scholarship, the
MI Future Educator Programs, and Michigan Reconnect. These
scholarships and programs are included in our fiscal mapping as
they are available to eligible child care and early education providers/
teachers in Kent County.

Office of Education Partnerships coordinates the Governor's
Educator Advisory Council and the Michigan PreK-12 Literacy
Commission, supports family engagement, and oversees out-
of-school time and summer learning programs. These efforts
were previously housed under MDE. While out-of-school time
programming was outside the scope of the fiscal mapping, family
engagement programming like the MiFamily Engagement Regional
Centers were included in the review.
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WHAT FUNDING SOURCES ARE
AVAILABLE FOR CHILD CARE AND
EARLY EDUCATION?

Table 1 on the following page presents the major funding sources available to Michigan and
Kent County for child care and early education, organized by size. The fiscal map provides more
detail about each source, such as a summary of what each source can be used for, how much
the state and/or county has been allocated or has spent in the past, and information on what
entities are eligible for the funding.

One goal of this work was to use past allocation and expenditure data to provide a reasonable
estimate for how much Kent County could expect from each funding source in the immediate
future. The specific methodology for each estimate is detailed in the spreadsheet. Assumptions
were based on past funding amounts and trends, as well as how each funding source can be
used.

Based on Child Trend's analyses, the sources expected to be the largest contributors to child
care and early education funding for Kent County going forward are:

SCHOOL AID FUND, which is primarily for K-12 education, but also funds the GSRP and
a variety of professional development supports for educators.

OFFICE OF HEAD START, which funds Head Start and Early Head Start (HS/EHS)

CHILD CARE AND DEVELOPMENT FUND (CCDF), which is the federal source that
supports CDC scholarships and a variety of child care quality initiatives

GENERAL FUND/GENERAL PURPOSE, which supports CDC scholarships, the Tri-Share
program, professional development for educators, and state administrative activities
like child care licensing

NATIONAL SCHOOL LUNCH PROGRAM, which provides free or reduced price meals for
students in school (including those in GSRP)

Most of these top five sources have been stable or increasing in recent years. For example,
CCDF funding has increased, which provides opportunities for expanded CDC scholarships and
various child care quality improvement activities.

Across all funding sources in Table 1, an estimate approximately $120.3 million of annual
funding is expected to be allocated to Kent County for child care and early education in the
immediate future.
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TABLE 1: ESTIMATED FUTURE FUNDS
FUNDING SOURCE TYPE FUNDING ESTIMATED
TREND 1. FUTURE
ANNUAL
AMOUNT
AVAILABLE
School Aid Fund State Stable $50,404,886
Office of Head Start Federal Stable $28,459,480
Child Care and Development Fund Federal Increasing | $26,149,226
General Fund/General Purpose State Increasing | $4,750,433
National School Lunch Program Federal Unknown $3,366,010
Child and Adult Care Food Program Federal Stable $1,867,677
Ready by Five Early Childhood Millage Local Increasing | $1,586,700
Great Start Readiness Program Reserve Fund | State Stable $1,350,000
Individuals with Disabilities Act (IDEA) Federal Stable $1,022,197
Preschool Grants
Preschool Development Grant Federal Increasing 2 | $675,000
Child Care Access Means Parents in School [ Federal Increasing | $178,779
Program (CCAMPIS)
School Meals Reserve Fund State Decreasing |[S$141,429
Educator Fellowship Public Provider Fund State Unknown $141,429
Community Development Block Grant (CDBG) | Federal Decreasing | $83,680
Voluntary School and Child Care Lead Testing | Federal Decreasing |[S$57,024
and Reduction Grant Program
Workforce Innovation and Opportunity Act Federal Unknown $16,430
(WIOA) Adult Program
Choice Neighborhoods Grant Program Federal Unknown $10,000
TOTAL $120,260,378

Notes: See the fiscal map for more details about each funding source and the methodology used to estimate

an annual amount reasonably available to Kent County. Funding sources in this table are those expected to be

available to Kent County in the future. Additional funding sources are detailed in the fiscal map. 1. A funding source
is considered stable if the most recent change was less than a 5% change (in either direction) from the previous
year. 2. Assuming the state applied for and receives the full $9 million that is available.

Philanthropic dollars are not included in Table 1 because funding from foundations can
vary significantly year to year. However, over the past 6 years, foundations have provided
approximately $3.7 million per year to Kent County for child care and early education purposes.
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WHAT IS THE FUNDING USED FOR?

Supports for child care and early education were separated into four categories of interest to
Kent County:

« CAPITAL INVESTMENT, such as grants and loans for facilities and property
Improvements

+  WORKFORCE SUPPORTS, such as professional development, recruitment, and retention

+  PROGRAM QUALITY AND SUSTAINABILITY, such as connecting families to services,
coordination and collaboration among stakeholders (e.g., child care providers, the
business community, schools, families), quality improvement, and small business
administrative supports

«  AFFORDABILITY AND SERVICES, such as child care subsidies/scholarships, free
preschool, and school meals

Further detail can be found in Table 4 on p. 34.

$340 MILLION $120 MILLION
Estimated value of child care in Kent County Estimated amount of annual funding available
for parents zero through age five.”’ to Kent County for child care and early

education, by topic area.

AFFORDABILITY AND
SERVICES
$105,976,098 (88%)

WORKFORCE SUPPORTS
$6,027,055 (5%)

PROGRAM QUALITY AND
SUSTAINABILITY
$5,670,386 (5%)

CAPITAL INVESTMENTS
$2,586,838 (2%)
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The vast majority of funding for child care and early education is used to support
affordability and provide services, such as CDC scholarships or Head Start slots, which

is not surprising given the high cost of child care. Smaller amounts are used for the other
topic areas, as shown in the visual on the previous page.

FISCAL MAP SPREADSHEET

A comprehensive spreadsheet has been prepared that organizes the data inputs for the
preceding summary documents.

DESIGN

There are 7 tabs in this spreadsheet. The
Funding Sources_Main tab provides an
overview of all of the main funding sources
used by the state and/or Kent County,
including federal, state, local, and foundation
sources. Some of the funding sources are
large and/or complex. As a result, there are
an additional 6 tabs to further break down the
state's General Fund, the state's School Aid
Fund, federal Head Start, federal CCDF, federal
IDEA Part B, and foundations. The information
on each of these 6 tabs is rolled up and
presented in aggregate in the appropriate row
in the Funding Sources_Main tab.

ESTIMATING AMOUNTS

One goal was to use past allocation and
expenditure data to provide a reasonable
estimate for how much Kent County could
expect from each funding source going
forward. Specific methodology for each
estimate is detailed in a comment attached to
each cell.

REMEMBER

Each cell has comments that contain links to
the source of information.



https://www.firststepskent.org/uploads/financial-reports/Millage-Portal/Kent-County-funding-source-spreadsheet_Final.xlsx
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O07. CONSIDERATIONS

CHILD CARE AND EARLY EDUCATION IS FUNDED VIA A COMPLEX ARRAY OF
FEDERAL, STATE, LOCAL, AND PHILANTHROPIC SOURCES. IN CONSIDERATION
OF NEXT STEPS, STAKEHOLDERS MIGHT CONSIDER:

EXPLORE THE UNDERSPEND OF CURRENT ALLOCATIONS - Current resources are not being
fully utilized. Table 2 shows programs that have underspent their allocations in the latest year
for which we have expenditure data. Talking with program leaders can help stakeholders better
understand the barriers that are preventing the full use of available resources.

TABLE 2
FUNDING
PROGRAM ALLOCATION  |EXPENDITURES
SOURCE(S)
| . GF/GP
MI Future Educator Fellowsh
uture tducator refiowsnip | $25 MILLION | $70.3 MILLION
Program . Egggol Aid

MI Future Educator Student .
Teaching Stipend (provides a * gchool Ad $50 MILLION | $32.9 MILLION

un
stipend for student teachers)

GSRP start up grants (grants to .
offset the costs of setting up a new | Egggol Aid $35 MILLION  [$8.9 MILLION
GSRP classroom

MAXIMIZE FEDERAL REVENUE - Some federal programs may not be fully deployed. For
example, 51% (334) of child care providers in Kent County do not participate in the Child and
Adult Care Food Program (CACFP). The CACFP reimburses child care providers for meals and
snacks served to eligible children in their care and many of these businesses operate in areas
with high numbers of eligible children. While it is a relatively small program, maximizing CACFP
revenue can help child care providers reallocate funds they are using to provide food to other
purposes (such as workforce supports).

Another example is related to the use of Temporary Assistance for Needy Families (TANF).
Current rules permit States to transfer up to 30% of their federal TANF funds to Child Care
and Development Fund (CCDF) to be used for child care. In addition, child care is an allowable
use of TANF without needing to transfer it to CCDF. In prior years, Michigan has transferred
an exceedingly small percentage of TANF funds to CCDF and has not used any TANF dollars
directly for child care or early education. There is an opportunity for Michigan to explore an
increase in the use of TANF to support child care and early education.
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DOCUMENT THE IMPACT OF DISCONTINUED FUNDS - Programs that were previously funded
and no longer receive funding or are at-risk of losing future funding are outlined in Table 3.
Several of these programs were supported by pandemic relief dollars, such as the American
Rescue Plan Act (ARPA). Others are programs that were appropriated one-time funds in recent
budgets, which may not be renewed in coming years. (Program details are available in the
spreadsheet). It is possible that some of these programs were not sustained because they are
no longer needed. However, as stakeholders discuss priorities, it may be helpful to consider
whether these discontinued funds produced gaps and whether replacement funding should be
pursued.

TABLE 3
PROGRAM ORIGINAL FUNDING STATUS

SOURCE(S)
Caring for MI Future initiatives: CCDF, via ARPA increases | ARPA funding expired, no
Facilities Improvement Fund current funding source
Rural Child Care Innovation
Program

Child care start up and
prelicensure grants

Child Care Stabilization Grants GF/GP ARPA funding expired, one-

time GF/GP funding for FY
CCDF, via ARPA increases 2025

Child Care Centers Drinking Water [ GF/GP One-time funding for FY 2025
Quality

Black Male Educator Alliance School Aid Fund One-time funding for FY 2025
Infant Toddler Quality CCDF, via ARPA increases | ARPA funding expired, no
Improvement Pilot current funding source

CONSIDER PRIORITIZING NEW INVESTMENT TOWARD SUPPLY SIDE PROGRAMS AND
SERVICES - Table 4 (next page) summarizes the federal, state, and local financial resources
within categories that show that 88% of funds are supporting affordability and service which we
interpret as the demand side of the child care equation.?? Existing financial resources to support
capital investments, workforce, program quality and sustainability account for 12% of the total,
which we view as the supply side of the child care equation. Lack of adequate child care going
forward will likely blunt efforts to increase affordability and access.

20

See gray box in the Endnotes on page 43
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TABLE 4

TOPIC AREAS

AMOUNT

% OF TOTAL

Capital investment, such as:

GSRP start up grants

expansion

(aSr%nts/loans for business start-up, improvements,

$2,586,838

2%

Workforce supports, such as:

MI Future Educator Fellowship & Student Teacher
Stipend

Michigan Achievement Scholarship
Michigan Reconnect

T.E.A.C.H. Early Childhood Scholarship
Apprenticeships

$6,027,055

5%

Program quality & sustainability, such as:
Great Start to Quality
Great Start Collaboratives
Great Start Family Coalitions
Family Child Care Networks
Regional Child Care Coalitions
Our Strong Start

$5,670,386

5%

Affordability & services, such as:
CDC scholarships
GSRP
Developmental Kindergarten
Head Start and Early Head Start
Tri-Share

$105,976,098

88%

TOTAL

$120,260,378

100%

PURSUE A STRATEGIC PUBLIC FINANCING APPROACH - This fiscal map and analysis
describes the structure of child care and early education funding, and the funding sources and
amounts reasonably available to Kent County in the immediate future. This is the first step of

a strategic public financing approach. One consideration is to pursue the approach by, next,
identifying the true cost of meeting the child care needs within the county, then identify the gap
between the true cost and the resources that are currently available.
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CONCLUSION

This report examines how the needs of young children, their parents, employers, and child care
businesses are simultaneously under-served by the current child care system and how funding
plays a role.

The data shows that the cost of child care can overburden parents. Funding intended to make
child care more affordable currently reaches too few parents. The child care workforce is
comparatively underpaid, contributing to constrained supply. Against this backdrop, child care
continues to serve as a vital work support with implications for employers and their ability

to recruit and retain talent. These challenges notwithstanding, stakeholders with a better
understanding of the current landscape and a fiscal map, are better equipped to address these
complexities.

Kent County, in particular, with its history of innovation in the service of young children is poised
to make important progress in identifying potential options for a better way forward.
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@ Capital investment, such as grants and loans for facilities and property
Improvements
Here, the funding is organized Workforce supports, such as professional development, recruitment,
into four categories that are key and retention
to supporting and expanding ® Program quality and sustainability, such as connecting families to
child care and early education: services, coordination and collaboration among stakeholders
@ Affordability and services, such as subsidies, free preschool, and
school meals

ASSOCIATED | ASSOCIATED
FUNDING SOURCE .II’-E':IEIIGI"IFG FEDERAL STATE ;IIEJ :gg;ﬁl:gau

AGENCY AGENCY
Certification Fees State MN/A MiLEAP @ OO@
Child and Adult Care Food Program Federal |USDA MDE 00 @
Child Care Access Means Parents in Schoaol Federal ED MN/A @ ® @ (.
Program
Child Care and Development Fund (CCDF) Federal |USDHHS MILEAP @@@@.
Child Care Home and Center Licenses Fund State N/A MiLEAP 0]0)
Choice Neighborhoods Grant Program Federal |HUD N/A @ @ @,@,
Community Development Block Grant Federal |HUD N/A . ® OO
Coronavirus Relief Fund Federal |Treasury MiLEAP (D @ @ @.
Coronavirus State Fiscal Recovery Funds Federal | Treasury MDE ng
Educator Fellowship Private Provider Fund State N/A Treasury (D @,@@
Educator Fellowship Public Provider Fund State MN/A Treasury @ '@@
Foundations Found- | N/A N/A DIOIOIO)

ation 3

Great Start Readiness Program Reserve Fund | State N/A Treasury O0.0
Individuals with Disabilities Act (IDEA) PartB | Federal |ED MDE )
Preschool Grants D ®®@
National School Lunch Program Federal |USDA MDE oInlel )
Office of Head Start Grants Federal USDHHS MiLEAP @,@.@,@
Preschool Development Grant Birth through Federal |USDHHS MiLEAP
Five (PDG B-5 + PDG-R) V00d
Ready by Five Early Childhood Millage Local MN/A MN/A @ @ @@,
School Aid Fund State N/A Various DRDO@
School Meals Reserve Fund State N/A Treasury (D ® @ @
State General Fund/General Purpose (GF/GP) | State N/A MiLEAP O{.m
Temporary Assistance for Needy Families Federal USDHHS MDHHS @ @ @,@.
Voluntary School and Child Care Lead Testing | Federal |EPA Unknown O@ R @
and Reduction Grant Program
Workforce Innovation and Opportunity Act Federal DOL LEO
(W10A) Adult Program (D @ @ @
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09. APPENDIX B: PROCESS TO BECOME A

HOME-BASED PROVIDER

Below is a journey of an aspiring entrepreneurial home-based
provider. In practice this path is not linear, but represents to
major steps needed to offer a child care service to parents.?

Readiness Family Child Care Determine Costs Complete
Personal D% Needs Assessment Licensing and
Assessment Background
Checks
02

Choose Legal Register the zt::“ - Prepare a Budget
Stru Bl Identification

Number (EIN)
Explors Funding Evaluate LA OR LSy Recruit and Hire
and Finan_l:lng appropriateness of Handbook and Staff
Opportunities location and space other Policies and

Procedures
Develop Complete required
Emergency and Recommended
Preparedness Plan Initial Training

® ¢




Challenges and Opportunities = 39

10. APPENDIX C: ADDITIONAL MAPS

The following maps provide categorization of early childhood education access in Kent County
at the city/township level and the county district level.

For example, for ages 0-5, Sparta township has a capacity of 530 and a demand of 735,
resulting in a ratio of 0.72. This indicates that Sparta has a deficit of early childhood education
availability. In other words, for every 100 children who need early childhood education, only 72
spaces are available. %

FIGURE 1: CHILD CARE CAPACITY/DEMAND RATIO —
AGES 0-5

Findings: Twenty-two areas have a deficit of early
childhood education.

Eight areas have more capacity for early childhood
education than demand:

The city of Walker

Capaciyemandtato-ns | © 1Ne City of Lowell

. oo -0 The city of Cedar Springs
B o205

[ oss-0m *  The city of Rockford
.o +  Grand Rapids township

Ada township

+ Caledonia township

FIGURE 2: CHILD CARE CAPACITY/DEMAND RATIO —
AGES 3-5

Findings: Ten areas have more capacity for early childhood

2ducation than demand: - The city of Cedar Springs
+  The city of Walker *  The city of Rockford
The city of Lowell *  The city of Grandville

*  Grand Rapids township

Capacity/Dermand Ratio - 35

[ ErEE +  Ada township

; e Caledonia township
058059

R * Sparta township

Tyrone township
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EARLY CHILDHOOD EDUCATION ACCESS - CITY/TOWNSHIP LEVEL

Plainfield
Termmishics

FIGURE 3: CHILD CARE CAPACITY/DEMAND
RATIO — AGES 0-2.

Findings: All areas have a deficit of early
childhood education availability for ages 0-2.

*  The city of Lowell

The city of Cedar Springs

*  The city of Rockford

The city of Grandville

Capacity/Demand Ratio - (-2

B o00-031
B 032-058
[ ] 0s9-099
[ REET

Grand Rapids township
Ada township
Caledonia township
Sparta township

*  Tyrone township

FIGURE 4: NO AREAS HAVE MORE CAPACITY
FOR EARLY CHILDHOOD EDUCATION THAN
DEMAND FOR AGES 0-2.

This map displays the results of the previous
maps in a matrix. Each area is grouped into

“one of four categories based on having a
surplus or deficit of early childhood education
for age groups 0-2 and 3-5.

Capacity/Demand Ratio Matrix

B o=ficit -2, Deficit 3-5

I oeficit 0-2, Surpius 3-5
[ Surphus 0-2, Deficit 3-5

- Surphus 0-2, Surplus 3-5

Findings:

All areas have an early
childhood education deficit
for ages 0-2; ten areas have
an early childhood education
surplus for ages 3-5.
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11. ABBREVIATIONS AND GLOSSARY

ARPA - American Rescue Plan Act

CENTER-BASED PROVIDERS are licensed
by the State of Michigan to provide care for
children in a setting outside of a home. A
licensed center-based setting usually has
multiple classrooms, including child care,
preschool, Early Head Start, Head Start and
Great Start Readiness Programs.

CHILD AND ADULT CARE FOOD PROGRAM
(CACFP) covers the cost for child care
programs to provide nutritious meals and
snacks to infants and children as a regular
part of their care. Funded under the US
Department of Agriculture's (USDA)Food
and Nutrition Services department and
administered state-wide by three different
organizations including Vibrant Futures,
Association for Child Development, and Mid-
Michigan Child Care Centers, Inc.

CHILD DEVELOPMENT AND CARE (CDC)
Scholarship Program provides child care
scholarships that subsidize the cost of tuition
for families who meet household income
requirements. Funded under MiLEAP's Office
of Early Childhood Education. Was referred to
as Child Care Subsidy and is now called “child
care scholarship.”

CHILD CARE AND DEVELOPMENT FUND
(CCDF) is a federal funding source that
supports CDC scholarships and a variety of
child care quality initiatives. Administered by
the Michigan Department of Education.

CHILD CARE LICENSING BUREAU (CCLB)
is responsible for the licensing of child care
providers. Funded under MIiLEAP's Office
of Early Childhood Education. (Previously,
licensing was done by State of Michigan's
Licensing and Regulatory Affairs or LARA.

GF/GP - State General Fund/General Purpose

GREAT START COLLABORATIVE (GSC) are the
early childhood systems building coalitions
that are locally driven based on the needs

and data of the respective community they
serve. Funded under MiLEAP's Office of Early
Childhood Education.

GREAT START TO QUALITY (GSQ) is
Michigan's system, which sets the quality
standards and evaluates the quality of early
care and education programs.

GREAT START READINESS PROGRAM
(GSRP) funds preschool for qualifying 4-year-
olds. Funded under MILEAP's Office of Early
Childhood Education.

HEAD START STATE COLLABORATION
OFFICE — Supports Early Head Start for
0—3-year-olds and Head Start for 4-year-olds
who meet specific eligibility requirements.
Funded under MIiLEAP's Office of Early
Childhood Education.

HOME BASED PROVIDERS are licensed by

the State of Michigan as either a "Family”

or a "Group" child care program. A Family
provider cares for up to 6 children (or up to

7 with special approval) in their own home.

A licensed Group provider cares for up to 12
children (or up to 14 with special approval) in
their own home. They must hire an assistant if
there are more than 6 children or more than 2
infants and/or 4 toddlers.

ISD - Intermediate School Districts

LARA - Michigan Department of Licensing
and Regulatory Affairs
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LEO - Labor and Economic Opportunity

MICHIGAN DEPARTMENT OF EDUCATION
(MDE) oversees and supports education,
including Developmental Kindergarten (also
referred to as Transitional Kindergarten or
"Young Fives") and the Child and Adult Care
Food Program (CACFP).

MICHIGAN DEPARTMENT OF HEALTH AND
HUMAN SERVICES (MDHHS) is responsible
for determining whether families are eligible
for child care or early education scholarship
(tuition assistance), and for administering
those payments.

MICHIGAN'S DEPARTMENT OF LIFELONG
EDUCATION, ADVANCEMENT, AND
POTENTIAL (MILEAP) was established in
December 2023 with the goal of aligning
funding that supports early education and
postsecondary programming and initiatives.
MILEAP houses three offices: Early Childhood
Education, Higher Education, and Education
Partnerships.

MICHIGAN DEPARTMENT OF HEALTH AND
HUMAN SERVICES (MDHHS) is responsible
for determining whether families are eligible
for child care or early education scholarship
(tuition assistance), and for administering
those payments.

OHS - Office of Head Start

PRESCHOOL DEVELOPMENT GRANT (PDG) is
a federally awarded grant designed to improve
states' early childhood landscape by building
on existing federal, state, and local early care
and learning investments. Administered under
MILEAP's Office of Early Childhood Education.

SBA - U.S. Small Business Administration

TEMPORARY ASSISTANCE FOR NEEDY
FAMILIES (TANF) is a federal block

grant funding that supports families with
children experiencing low-income achieve
economic self-sufficiency. States may use
their TANF grants to fund monthly cash
assistance payments to families with children
experiencing low-income, as well as a wide
range of services that are designed to address
one or more of the program'’s four broad
purposes. States are permitted to transfer up
to 30% of their federal TANF funds to CCDF to
be used for child care. In addition, child care is
an allowable use of TANF without needing to
transfer it to CCDF. TANF is administered by
MDHHS.

TRI-SHARE - a program facilitating tuition
cost sharing between employers, employees,
and the State of Michigan. Funded under
MILEAP's Office of Early Childhood Education

USDA — U.S. Department of Agriculture

USHHS - U.S. Department of Health and
Human Services
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system/files/136/The-Economics-of-Childcare-Supply-09-14-final.pdf
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6 https://www.firstthingsfirst.org/early-childhood-matters/brain-development/
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8, 9 Etter, K., & Schroeder, E. (2023). Early care & education 101: An introduction to ECE in
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uploads/2023/04/03.23.23-ECE101-Presentation.pdf

10 https://greatstarttoquality.org/finding-child-care-preschool/

11 Etter, K, & Schroeder, E. (2023). Early care & education 101: An introduction to ECE in
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uploads/2023/04/03.23.23-ECE101-Presentation.pdf

12 https://cep.msu.edu/projects/child-care-mapping-project/maps-and-charts/licensed-
programs-by-county

13 https://www.michigan.gov/mileap/-/media/Project/Websites/mileap/Documents/Early-
Childhood-Education/gsrp/implementation/gsrp_Program_Administration_Staffing

14 GT-041-Trend_CDC.pdf (michigan.gov)

15 https://hopestartsheredetroit.org/wp-content/uploads/2023/07/23_MI_Report_FINAL_webv2.
pdf
16 https://www.house.mi.qov/hfa/PDF/SchoolAid/School_Aid_Proposal_A.pdf

17 https://www.michigan.gov/mde
18 https://www.michigan.gov/mdhhs/assistance-programs/child-care-assistance
19 https://www.michigan.gov/mileap/press-releases/2023/12/01/whitmer-launches-department-

of-lifelong-education-advancement
20 https://www.michigan.gov/mileap

21 This number is calcualated as the average cost of care, multiplied by the number of children age
flve and younger with both parents in the workforce.
23 Source : Opening a Family Child Care Home Business Guide English - final.pdf (childcareaware.

org)

22 (page 33) In distinguishing the "affordability and services" category as primarily supporting
demand as opposed to supply; supports like the CDC scholarships or the GSRP make child care/early
ed more affordable and thus increase demand. It is also the case that some experts believe that these
supports play an important role in the supply side. For instance, if the amount of CDC scholarships
are increased to cover the true cost of child care, the cascading effect may flow to providers being
compensated more adequately, which may lead to better salaries, improved quality, etc. Likewise,
reimbursing providers for meals frees up their resources for other purposes that can support
workforce and quality, for example. Another nuance is that some of the supports in the “supply” side,
such as quality improvement efforts, can serve to increase demand as well (i.e., if child care is higher
quality, more parents may want to send their children). Finally, while it may be surprising to some
that the “affordability and services" category is much larger than the other categories, but it's not
necessarily problematic if it serves as a benchmark for future investments that help more equitable.
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