The Business of Child Care uuoegpc

Threats to Child Care From the Bowser Administration
o 2%-8% cut to reimbursement rates for providers accepting child care subsidies

o Waitlist for new families to participate in the child care subsidy program

0 Elimination of or cuts to Pay Equity Fund

A Primer:
e Child care is a labor-intensive and fixed cost business, with staff salaries and benefits comprising
60-80% of operating expenses
o OSSE requires 2 adults in infant/toddler classrooms at all times. Low child-to-staff ratios (4:1 for
0-30 months) are essential for child safety and improve the quality of care.
e Other major expenses include: facility costs (rent or mortgage, utilities, maintenance), food and
classroom supplies, insurance, cleaning, and administrative supplies/services.
o For safety, infant/toddler child care settings must be on the ground level; ground-level space is
the most expensive commercial property to rent or own in DC.
¢ Most child care programs operate on less than 1% profit margins. The Mayor’s proposal to cut
subsidy reimbursement rates by 2%-8% is larger than most providers' entire margin. This is not
“an efficiency”; this is forcing child care providers to go out of business.
e Child care businesses rely on full enrollment - subsidy and private-pay families - to survive. The
Mayor’s proposal for a waitlist would make this impossible.

Where a Child Care Program’s Funding Comes From:
e Private Pay Tuition: Families paying out of pocket. Average infant tuition is ~$26K/year
¢ Child Care Subsidy Reimbursements: Payments from the District - using local and federal dollars - so
low-and moderate-income families can access child care; some families make modest small co-
payments to their child care program
¢ Pay Equity Fund Payments: Payments from the District that help cover educator wages
e Other revenue streams: CACFP food assistance, PKEEP, Head Start, philanthropy, etc.

What Happens When Revenue Drops for a Child Care Program?

Layoff teachers and support staff (e.g.

Q Cannot reduce staff or increase classroom size
specialists in special ed, parent engagement)

without violating child safety ratios

Close classrooms, as a result of needing
to lay off 1 or more teachers breaking
ratios

Q Cannot significantly increase private pay
tuition. Families already pay too much!

Close their program entirely
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Q Cannot eliminate or default on rent, utilities,
insurance, food, etc. costs
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Who Would Be Harmed by Rate Cuts?

e 172 child care programs at Quality (70) and High-Quality (102) reimbursement levels would see rate
reductions, representing 74% of all subsidy-accepting providers in DC.

o High-quality providers that accept subsidy often serve children with complex needs - including
developmental delays, disabilities, and family instability. They use higher reimbursement rates to
hire staff who make that care possible. Cutting those rates would force layoffs, weaken quality, and
leave children and parents without needed supports.

o Cutting reimbursement rates sends a message that quality early learning is not valued; contradicts
OSSE'’s requirement for educators to get early education teaching degrees to deliver higher quality
instructional care.

e 7,300 subsidy-participating children and their families risk receiving lower quality care and/or losing
access to their current child care seat. If programs are forced to operate at a loss, they will have to
reduce the number of children with subsidies they accept, or stop accepting subsidies altogether.

o A primary reason many providers do not accept subsidies in the first place is that reimbursement
rates are already too low and would cause them to operate at a loss.

* Thousands of children and their families pay private tuition at facilities participating in the subsidy
program. Rate cuts risk their quality, availability, and affordability of care.

o Most providers operate on a mixed model, accepting both subsidies and private tuition. If
reimbursement rates are reduced, providers will have to increase private tuition to make up the
difference. If they can’t - because child care is already too expensive - program quality decreases for
all children, all children risk losing teachers and classroom closures, and parents may be forced out
of the workforce due to unaffordable child care.

Who Would Be Harmed by a Waitlist?

e Current families - both subsidy and private-pay - enrolled in a subsidy-participating facility:

e Prevents programs from filling seats when children age out; empty seats=lost revenue.

e Decreases revenue predictability/increases financial instability, destabilizing quality of care children
receive, educator retention, and ability to continue participating in subsidy.

¢ New families needing to access affordable child care during a child’'s most expensive years

¢ A waitlist does not just affect new families. It destabilizes a majority of the District’s early childhood
education system.

o 298 programs accept child care subsidies, representing 64% of all ECE programs in DC.

W hat Providers are Telling Us

Findings from interviews of high-quality, high-subsidy-enrollment programs in Wards 7 and 8:
o 8% rate cuts = 6-figure hits to their annual budget, inevitable layoffs
o A waitlist would force them to immediately layoff teachers and close classrooms

When programs close or classrooms shrink, families face impossible choices:

“Before we got the subsidy, | had to make tough choices between paying for child care and paying for
groceries, rent, and other necessary expenses. It was a huge stress on our family.”
- Ward 2 parent, DC Action focus group participant
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