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Child Care Policy Research Consortium and the Five-State Dynamics Study Team

To better inform child care policymaking, the
Child Care Bureau of the Administration for Chil-
dren and Families in the U.S. Department of
Health and Human Services in 1995 began fund-
ing Child Care Policy Research Partnerships.
These partnerships use or build upon existing
data to increase understanding of child care
markets for low-income families and the impact
of child care policies on them. Several of the part-
nerships have constructed linked, longitudinal
data sets with administrative data from states’
subsidy systems. These data sets create new op-
portunities to analyze the characteristics of chil-
dren and families who use child care subsidies
and the dynamics of their subsidy participation.

The Child Care Policy Research Partnerships in-
clude state policymakers, state- and city-level
agencies responsible for child care services, and
university-based researchers. These teams are
charged with developing a research agenda in
response to pressing policy questions in their
states. The Partnerships work together as the
Child Care Policy Research Consortium.

This report is a product of consortium members
representing Illinois, Maryland, Massachusetts,
and Oregon who joined together to better under-
stand who is served by child care subsidy sys-
tems and what services they receive. Researchers
in Texas, who were already engaged in similar re-
search, agreed to join the project. The five-state
child care subsidy dynamics study team included
policy experts familiar with each of the five states
and analysts familiar with administrative data and
analytic methods. State agency partners played
a critical role in helping to understand data ele-
ments and policies in each state and provided
feedback on the study results and interpreta-
tions. The team member partner institutions are:

• Columbia University School of Social Work

• Linn-Benton Community College

• National Center for Children in Poverty,
Columbia University Mailman School of
Public Health

• Oregon State University

• Ray Marshall Center for the Study of Human
Resources, University of Texas at Austin
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With the passage of the Act for Better Child Care
and the creation of the Child Care and Development
Block Grant (CCDBG) in 1990, the federal role in
child care became more visible. With the consoli-
dation of CCDBG and several other federal child care
funding streams into the Child Care and Develop-
ment Fund (CCDF) in 1996, the federal effort be-
came more focused. Inclusion of CCDF in the Per-
sonal Responsibility and Work Opportunity Recon-
ciliation Act of 1996 formalized the joining of two
national goals: supporting family self-sufficiency and
promoting child well-being. This same two-genera-
tional focus is seen in the mission of the Child Care
Bureau of the U.S. Department of Health and Hu-
man Services: to ensure “child care services that
promote healthy child development and family self-
sufficiency.”*

Spending on child care subsidies by both the fed-
eral government and by states has increased rap-
idly since 1996. One study found that, among the
states examined, spending on child care increased
by an average of 78 percent between 1997 and
1999.** Most of the dollars are expended through
child care subsidy programs administered directly
by the states or local governments, or by contracts
with child care resource and referral agencies.

As states have built their child care subsidy pro-
grams, conventional wisdom about how the program
operates has emerged. For example: (1) Most fami-
lies have a copay. (2) Families leave the program
because they no longer meet the income eligibility
guidelines. (3) High copays are a major cause for
families leaving the program. (4) The higher the net
value of participation the longer parents will par-
ticipate in the program. (5) Care by relatives is less

EXECUTIVE SUMMARY

stable than that provided in centers and regulated
family child care homes. (6) The program is serving
low-income working families as they transition from
welfare to work. Despite the clearer federal focus
and increased expenditure, little is known about the
child care subsidy program, including the validity
of these commonly-expressed opinions. Up to this
point little research has focused on how the child
care subsidy program operates, who is served, and
what services are offered.

In order to learn more about the operations of the
child care subsidy program, a team of researchers and
state child care administrative staff designed and imple-
mented an exploratory study of the child care subsidy
program in five states: Illinois, Maryland, Massachu-
setts, Oregon, and Texas. The effort grew out of the
Child Care Bureau’s Child Care Policy Research Con-
sortium. The child care subsidy dynamics study re-
search team included data and policy analysts from
the School of Social Work and the National Center for
Children in Poverty at Columbia University, the De-
partment of Agricultural and Resource Economics at
Oregon State University, the department of Family
Resources and Education at Linn-Benton Commu-
nity College, and the Ray Marshall Center for the
Study of Human Resources at the University of
Texas.*** Child care administrative staff in each state
played a critical role in the study in clarifying differ-
ences in the policy context and data across the states.

Ongoing devolution of policymaking results
in states developing diverse policies for both
child care subsidy and Temporary Assistance

for Needy Families (TANF) programs.

__________
* U.S. Department of Health and Human Services, Child Care Bureau. (2001). Administration for Children and Families, Child Care Bureau
vision statement. Available at <http://www.acf.dhhs.gov/programs/ccb/geninfo/vision/index.htm>.
** Abt Associates, Inc. (2000). The National Study of Child Care for Low-Income Families, State and Community Substudy interim report.
Cambridge, MA: Abt Associates, Inc. Available at <http://www.abtassoc.com/reports/welfare-download/NSCCLIF.pdf>.
*** The five-state study is reported in Meyers, M. K.; Peck, L. R.; Davis, E. E.; Collins, A.; Kreader, J. L.; Georges, A.; Weber, R.; Schexnayder,
D.; Schroeder, D.; & Olson, J. A. (2002). The dynamics of child care subsidy use: A collaborative study of five states. New York, NY: National
Center for Children in Poverty, Columbia University Mailman School of Public Health.
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The team focused on two program outcomes for
the study: (1) the dynamics of subsidy receipt and
(2) provider stability during the period of subsidy
receipt. The methodology included descriptive and
survival analyses. Limitations of the data prohib-
ited valid use of multivariate analysis. A key out-
come variable is the length of the spell of subsidy
receipt, that is, the number of months that a family
receives a subsidy for child care without interrup-
tion. The study defines a continuous spell of sub-
sidy receipt as ending when the child does not re-
ceive a subsidy for at least one month.

This report provides a detailed look at Oregon fami-
lies receiving child care subsidies and the factors as-
sociated with length of subsidy receipt and provider
stability and compares these findings with those of
four other states (Illinois, Maryland, Massachusetts,
and Texas). It describes the characteristics of fami-
lies and children receiving subsidies, the type of care
used, the stability of that care, and the length of time
on subsidy. The study was designed to identify areas
worthy of further study. Some of the study findings
confirm expectations, while others do not.

Key Findings

• The length of children’s spells of subsidy receipt
is short.

– The median spell of subsidy receipt ranged from
three months in Oregon to seven months in
Texas.

– Second spells are also short. In Oregon, the
length of second spells was the same as for first
spells—a median length of three months.

– Almost one-quarter of the families participating
in the subsidy program in Oregon received a sub-
sidy for just one month before a service inter-
ruption; some of these families returned after a
month or more of not receiving a subsidy.

• There is considerable reentry to the subsidy
system.

– In Oregon, 40 percent of families reentered the
program within 12 months.

– Across the five states, between 35 and 58 per-
cent of families who exited a spell of subsidy
receipt returned to the subsidy system within
12 months.

• Most families who have short spells of subsidy
receipt have a consistent provider, but approxi-
mately half of the children on subsidy for a year
experience at least one transition in their primary
provider.

– Oregon and Maryland, the states with the short-
est spells, had the least stability in providers for
the child.

– A small percentage (between 5 and 10 percent)
of Oregon children experienced highly unstable
arrangements.

• Ongoing devolution of policymaking results in
states developing diverse policies for both child
care subsidy and Temporary Assistance for Needy
Families (TANF) programs.

• Across the five states, TANF and child care poli-
cies interact to bring different populations into
the subsidy program.

– Median incomes among the states’ subsidized
families ranged from 12 to 24 percent of the state
median income.

– The proportion of subsidized children with em-
ployed parents ranged from 36 to 85 percent.
In Oregon 50 percent of families were employed.

– Child care subsidies also commonly support
families in job readiness and assessment activi-
ties (from 15 percent in Illinois to 64 percent in
Massachusetts).

– Except for Massachusetts, Oregon families are
the least likely to be employed and the most
likely to be in job readiness or assessment ac-
tivities.

• The interaction of child care subsidy and TANF
policies affect which services are provided as well
as which families are served.

– The portion of subsidized families exempted
from copayments ranged from 10 to 85 percent.
In Oregon, 59 percent of families were exempt
from a copay.

The median spell of subsidy receipt
ranged from three months in Oregon

to seven months in Texas.
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– The median value of copayments (among fami-
lies who paid them) ranged from $29 to $67 per
month across the states, and the median value
of payments to providers varied by more than
$150 per month.

– Oregon had the highest copayments and Oregon
and Texas had the lowest payments to providers.

– The portion of subsidized children cared for in
child care centers ranged from 18 percent in
Oregon to 79 percent in Texas.

– The portion of subsidized children in family
child care homes with a nonrelative ranged from
7 percent in Texas to 58 percent in Oregon.

• Length of subsidy receipt varied with family and
service characteristics.

– In all states, families with an employed parent
had longer spells of subsidy receipt than did
TANF-reliant families.

– In Oregon, parents using subsidies while in-
volved in job readiness or assessment activities
had shorter spells and were slightly more likely
than employed parents to reenter the subsidy
program.

– Age of child and type of care do not appear to
be related to length of spell.

– Periods of redetermination for continuing eligi-
bility may be linked to continuity of subsidy re-
ceipt. The two states with the shortest spell
lengths (Maryland and Oregon) were the only
two states with three-month rather than six-
month periods when families were typically re-
quired to recertify eligibility.

• Data limitations and the complexity of interac-
tions among TANF policies, child care subsidy
policies, and family circumstances (some of which
are not captured in the subsidy data) constrained
use of multivariate analysis of the factors associ-
ated with continuity of subsidy use.

Providing child care subsidies is an increasingly
important public policy to support low-income fami-
lies as they move off welfare, find and maintain
employment, and find ways to meet the develop-
mental needs of their children. Short spells of sub-
sidy use are potentially problematic for families’ eco-
nomic and employment stability and for children’s
stability of care.

Implications for Research

Given the finding that most subsidy spells are short,
the critical question is why. Short spells of subsidy
use are clearly linked to certain parental and situ-
ational factors that are observed in the data, such
as employment or participation in job readiness or
assessment programs. Since participating families
have low incomes, the majority of exits do not ap-
pear to be due to income ineligibility; further re-
search is needed to investigate other parental and
situational factors that were not available in this
study.

One of the most important study findings relates to
policy interactions, both interactions between TANF
and child care subsidy program policies, and also
interactions of policies within the subsidy program.
Better understanding of the impact of these policy
interactions on the population served will allow the
state to decide which families it wants to target for
the child care subsidy program. While subsidizing
child care may be important to allow parents to
participate in job readiness and assessment pro-
grams, it is not clear that support of child care for
one to two months has much effect on employment
or child well-being. Subsidy dollars might be more
effectively spent stabilizing working families.

In Oregon, parents using subsidies while
involved in job readiness or assessment

activities had shorter spells and were
slightly more likely than employed parents

to reenter the subsidy program.
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INTRODUCTION

With the passage of the Act for Better Child Care
and the creation of the Child Care and Development
Block Grant (CCDBG) in 1990, the federal role in
child care became more visible. With the consoli-
dation of CCDBG and several other federal child care
funding streams into the Child Care and Develop-
ment Fund (CCDF) in 1996, the federal effort be-
came more focused. Inclusion of CCDF in the Per-
sonal Responsibility and Work Opportunity Recon-
ciliation Act (PRWORA) in 1996 formalized the join-
ing of two national goals: supporting family self-suf-
ficiency and promoting child well-being.

The passage of PRWORA heralded a major shift in
U.S. welfare policy, imposing time limits on cash
assistance and strengthening emphasis on employ-
ment. Policies such as child care subsidies that sup-
port families in the transition from welfare to work
have become an increasingly important part of the
nation’s welfare policy and a key component of the
support system for low-income working families.
The costs of child care are often a large financial
burden to low-income families and may reduce the
incentive to work, especially for those likely to earn
low wages. Problems related to child care availabil-
ity, reliability, and affordability are often cited as
barriers for families trying to leave welfare.

Funding for the child care subsidy program is pro-
vided to the states in part from the federal govern-
ment via the CCDF block grant. Additional funding
commonly comes from the Temporary Assistance
for Needy Families (TANF) block grant created by
PRWORA, general revenues, or other sources.
Spending on child care subsidies by both the fed-
eral government and by states has increased rap-
idly since 1996. One study found that, among the
states examined, spending on child care increased
by an average of 78 percent between 1997 and 1999.1

Despite sizeable increases in the funding of child
care subsidies in recent years, however, the program
is not an entitlement, and many eligible families do
not receive assistance or are on waiting lists. The
study noted above estimated that while the number

of children served rose rapidly as funding increased,
only 15 to 20 percent of eligible children were served
on average in 1999.2

Public expenditures on child care subsidies by fed-
eral and state governments have been increasing
rapidly, but there is relatively little research into
the impacts of these subsidies on families and chil-
dren. One study providing a summary of key child
care subsidy issues notes the relative lack of stud-
ies about the characteristics of families and chil-
dren using the child care subsidy program.3 Other
recent studies use data from a few states or sub-
state regions to analyze the characteristics of those
served in the child care subsidy program.4

As states have built their child care subsidy pro-
grams, conventional wisdom about how the program
operates has emerged, such as:

• Most families have a copay.

• Families leave the program because they no longer
meet the income eligibility guidelines.

• High copays are a major cause for families leaving
the program.

• The higher the net value of participation the longer
parents will participate in the program.

• Care by relatives is less stable than that provided
in centers and regulated family child care homes.

• The program is serving low-income working fami-
lies as they transition from welfare to work.

Despite the clearer federal focus and increased ex-
penditure little is known about the child care sub-
sidy program, including the validity of these com-

Despite sizeable increases in the funding
of child care subsidies in recent years,

however, the program is not an entitlement,
and many eligible families do not receive

assistance or are on waiting lists.
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monly expressed opinions. With the exception of
the studies described above, little research has fo-
cused on how the program operates, who is served,
and what services are offered.

While many studies have examined the dynamics
of cash assistance, i.e. “being on welfare,” very few
have analyzed the dynamics of participation in the
child care subsidy program. In part this has been
due to the unavailability of data and the relatively
small size of the programs until recently. Two stud-
ies have examined the dynamics of subsidy use in
parts of Alabama5 and Massachusetts.6 These stud-
ies found that median duration of enrollment in the
subsidy program ranged from just under five months
in Massachusetts to between eight and 12 months
in Alabama.

Most politicians and taxpayers tend to view shorter
periods of cash assistance from the TANF program
as preferable to longer ones, but the “best” or so-
cially optimal length of child care subsidy receipt is
less clear. Many of the families leaving TANF assis-
tance are not likely to earn enough to become ineli-
gible for the subsidy, and child care subsidies re-
main an important contribution to the family bud-
get. The U.S. Child Care Bureau, the federal admin-
istrative agency in the U.S. Department of Health
and Human Services for the Child Care and Devel-
opment Fund, has a two-generation focus in its vi-
sion of “child care services that promote healthy
child development and family self-sufficiency.”7

The child care subsidy program can be viewed as
both a work support program and a child develop-
ment program. It is intended to help families make
the transition from welfare to work (or avoid wel-
fare) by decreasing the costs of working. Ongoing
receipt of child care subsidies may contribute to
stability of employment and may reduce the chance
that a family will return to welfare. Child care sub-
sidies are also perceived as an important support
for the development of young children, and the child
care subsidy program is intended to help families
meet the developmental needs of their children. The
U.S. Government Accounting Office includes CCDF
and other federal funds dedicated to states’ child
care programs (including TANF and Title XX dol-
lars) when measuring the federal investment in early
care and education.8

Research has shown the importance of stable rela-
tionships in the emotional development of children.9

Longer periods of child care subsidy receipt may be
viewed as providing a positive benefit in terms of
stabilizing the child–provider relationship. While
receipt of child care subsidies does not guarantee
stable child care arrangements, the provision of the
subsidy may help to increase the stability of the
arrangement and reduce the number of changes in
arrangements. On the other hand, if families cycle
in and out of the subsidy program (perhaps for ad-
ministrative reasons), stability of child care arrange-
ments may decrease. Short spells of subsidy use, if
they correspond with frequent disruptions in child-
caregiver relationships, are problematic from a de-
velopmental perspective. The two-generation focus
of the child care subsidy program leads to concern
for stability in three interrelated activities: employ-
ment, subsidy receipt, and child care.

Child Care Policy and Issues in Oregon

With the creation of the New Jobs program in 1988,
Oregon launched its reform of welfare. Thus, well
before the 1996 federal welfare reform law was
passed, Oregon redesigned its welfare program and
continued to make program changes through waiv-
ers from the federal government during the early
1990s. Throughout the various stages of welfare re-
form, Oregon has seen child care as essential to the
objectives of its employment-focused welfare reform
efforts. Child care is a key strategy in helping fami-
lies find alternatives to relying on welfare payments.

While receipt of child care subsidies does not
guarantee stable child care arrangements,

the provision of the subsidy may help to increase
the stability of the arrangement and reduce
the number of changes in arrangements.
On the other hand, if families cycle in and
out of the subsidy program (perhaps for

administrative reasons), stability of child care
arrangements may decrease.
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The Child Care Subsidy Dynamics Study

The Child Care Subsidy Dynamics Study grew out
of a 1998 Residency Roundtable (an intensive work
session on a specific research topic) on the use of
administrative data in research. The study uses ad-
ministrative data to examine the continuity and
duration of subsidy use and the stability of child
care arrangements in five states. The Office of Policy,
Research, and Evaluation within the U.S. Depart-
ment of Health and Human Services funded the
Child Care Bureau’s Child Care Policy Research
Consortium to carry out the study. Four states in-
volved in the Research Consortium were selected:
Illinois, Maryland, Massachusetts, and Oregon; and
one state outside the Research Consortium, Texas,
was added. The study team included data and policy
analysts from the School of Social Work and the
National Center for Children in Poverty at Colum-
bia University,10 the Department of Agricultural and
Resource Economics at Oregon State University, the
Department of Family Resources and Education at
Linn-Benton Community College, and the Ray
Marshall Center for the Study of Human Resources
at the University of Texas.

Child care administrative staff in each state played
a critical role in the study. The study team worked
closely with state staff on policy context and data
issues in order to accurately represent the subsidy
program. In Oregon, staff from Adult and Family
Services (AFS) and the Child Care Division (CCD)
provided data and information, solved problems,
clarified issues, reviewed draft reports, and con-
sulted with study team members throughout the
study. The study could not have been done without
their active involvement.

Throughout the various stages of welfare reform,
Oregon has seen child care as essential

to the objectives of its employment-focused
welfare reform efforts. Child care is a key

strategy in helping families find alternatives
to relying on welfare payments.
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The study uses data from five states (Illinois, Mary-
land, Massachusetts, Oregon and Texas) to investi-
gate the characteristics of families and children re-
ceiving child care subsidies, the type of care used,
the stability of that care, and the length of time on
subsidy. This report focuses on what was learned
about the Oregon program and includes compari-
sons with the other four states.11

Research Questions

This study addresses the following research ques-
tions:

1. Who is receiving child care subsidies in Oregon?
What are the characteristics of the children (e.g.,
age) and families (e.g., income, employment sta-
tus, TANF receipt)?

2. What are the characteristics of the care arrange-
ments while on subsidy? What type of arrange-
ments are used and how long do they last?

3. What is the value of the subsidy to the families?
How much is paid to providers on behalf of fami-
lies, and how much do families contribute
through copayments?

4. What is the average length of a spell of subsidy
receipt? Do families return (i.e., do they cycle
on and off the child care subsidy program)?

5. What characteristics of families, children, and
caretypes are associated with the length of sub-
sidy receipt? Does length of receipt vary with age
of child, parent’s employment status, or type of
child care arrangement?

Data and Methods

A key outcome variable of interest in this study is
the length of the spell of subsidy receipt, that is, the
number of months that a family receives a subsidy
for child care without interruption. This report uses
survival or event history analysis techniques, which
are the preferred analytic alternative when time is

STUDY DESIGN, DATA, AND METHODS

treated as the outcome as it is in this study. Event
history analysis is used to study the length of time
between occurrences or events and the factors cor-
related with those events. The likelihood of an event
occurring (or ending) is usually called the hazard
rate, but might be better understood as the transi-
tion rate. Survival analysis deals explicitly with the
problem of censored cases, that is, cases for which
there is information missing about the start or end
of a spell because of the limitations of the observa-
tion period. “Right-censored” cases are those that
are underway and continue after the end of the ob-
servation period, and “left-censored” cases are those
that begin before the observation period. This re-
port uses Kaplan-Meier survival analysis techniques
to adjust for those cases that continue after the end
of the observation period, and, as will be discussed
below, drops spells that begin before the observa-
tion period from the analysis.

The data used in this study are collected by Adult
and Family Services, the Oregon agency which man-
ages the child care subsidy program, for the pur-
poses of establishing eligibility, making payments
to providers, and fulfilling federal reporting require-
ments. The data are provided to Oregon State Uni-
versity in monthly files; each month contains
records on each child who received a child care sub-
sidy (and a corresponding family record). Research-
ers merge these monthly files into a longitudinal
database in order to track the receipt of subsidy from
one month to the next. This report defines a con-
tinuous spell of subsidy receipt as ending when the
child does not receive a subsidy for at least one
month. The data reflect the service month (i.e., the
month in which the child received care), not the
payment month (i.e., the month in which the pro-
vider was paid). As a result, disappearance of sub-
sidy for one month represents a true break in ser-
vice rather than a lag in payments.

The data in this study cover 24 months from Octo-
ber 1997 through September 1999. All families in
Oregon who began a spell of child care subsidy re-
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ceipt during this time frame are included in the
analysis sample, with one exception. Any family
receiving the child care subsidy in the first month
of the time frame, October 1997, was dropped from
the analysis (i.e., the “left-censored” cases). The
analysis excludes these “left-censored” cases be-
cause the data do not include all families who start
prior to October, only those who continue to re-
ceive subsidies in October. Including families who
may have started prior to October would overesti-
mate the length of subsidy receipt, because the fami-
lies who started at the same time as they did, but
who did not continue in the subsidy program (and
thus have shorter spells) are not in the data. Ex-
cluding the left-censored cases, on the other hand,
raises the concern that long spell lengths may then
be undersampled and thus average spell length may
be underestimated.

This report uses two methods to examine whether
the length of subsidy receipt is underestimated by
the exclusion of the left-censored cases. In the first
test, researchers merged in a third year of data on
subsidy use and repeated the survival analysis. The
Kaplan-Meier estimated spell lengths are the same
using three years of data as found with two years of
data. As a second test, researchers compared the
characteristics of the left-censored cases to new
cases (that were not left censored). Differences in
characteristics between the two groups might sug-
gest there were differences that could affect spell
length. As described in detail in the appendix, the
characteristics of the left-censored cases are quite
similar to characteristics of other cases that lasted
for more than one month.

The Oregon analysis sample includes 24,879 fami-
lies receiving child care subsidies for at least one
month between October 1997 through September
1999, and who did not receive a subsidy in October
1997. Researchers chose one child randomly from
each family to include in the analysis sample. Thus
each family who received a subsidy during the time
period is counted only once, regardless of the num-
ber of months during which they receive a subsidy
or how many children they have in subsidized care.

The data captures over 95 percent of the Oregon
families receiving assistance with child care pay-
ments. The remaining 5 percent of families receive
care from a provider who has a contract with either

Adult and Family Services or the Child Care Divi-
sion to provide child care services. In all states in
the study, except Massachusetts, the sample in-
cludes all, or nearly all, families receiving assistance
paying for child care.12 In Massachusetts, only fami-
lies with current or recent TANF experience are in-
cluded, and the data covers about half the state.

Measures to describe the population served were
constructed directly from the administrative data.
For descriptive analyses, measures were created us-
ing data from the first month of the first observed
spell. Thus, for these descriptive analyses, each fam-
ily is only included in the analysis one time regard-
less of the number of child care subsidy spells they
have or the length of their spells.

In three of the five states, cash assistance payments
are included in the measure of household income
in the data set. In order to create comparable data
for the five-state analysis, in the two states in which
public assistance payments are not included in
household income (Oregon and Massachusetts), the
monthly value is imputed as the maximum TANF
grant, given family size, for those families who are
recorded as receiving TANF in a given month.

Additional family and service characteristic mea-
sures include the age of the randomly selected child,
the total number of children for whom the family
receives subsidies, and the welfare and employment
status of the family. Parents’ employment status and
welfare receipt are measured as an indicator of the
reason why the child is eligible to receive subsidies.
The Oregon data also include a measure whose value
indicates the reason the family is eligible for a sub-
sidy. Measures of payments to providers and
copayment requirements for parents are calculated
at the family level, including benefits received and
copayments paid on behalf of all subsidized chil-
dren. Researchers also calculated the value of the
subsidy to a family and the net value of the subsidy,
as measured by the amount paid to the provider
minus the copay. The type of care used for the
randomly selected child is coded as center care, fam-
ily child care (nonrelative), in-home care, or rela-
tive care.
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In order to understand the differences in subsidy
dynamics across states, it is critical to comprehend
the differences in policy and programs that may af-
fect those outcomes. A major component of this
study is to describe key child care subsidy policies
in Oregon and to compare these with policies in the
other four states.

Administrative Aspects of the
Subsidy Program

In Oregon, administrative responsibility for child
care is shared. The Child Care Administrator heads
the Child Care Division within the Employment
Department. In addition to being the lead child care
agency for the state, CCD manages child care licens-
ing, contracts with child care organizations for ser-
vices to targeted populations, and oversees quality
enhancement initiatives. Oregon statute places re-
sponsibility for the state role in the child care re-
source and referral system with the Child Care Di-
vision. Adult and Family Services, the agency within
the Oregon Department of Human Services that op-
erates TANF, manages child care subsidies and de-
termines both policy and practice. AFS is heavily
involved in quality initiatives and manages contracts
with local child care resource and referral agencies
to support child care access for low-income fami-
lies. In contrast to the shared administrative struc-
ture in Oregon, child care is administered by a single
agency in Illinois, Maryland, Massachusetts, and
Texas, the other states involved in the five-state
study.

One of the key objectives of the child care subsidy
program in Oregon is to support the state’s job place-
ment goals. Families in job readiness or assessment
activities are encouraged to enroll in the child care
subsidy program. Approximately half of Oregon
families who received child care subsidies during
the study period were engaged in some form of as-
sessment or job readiness activity. Yet, the major-
ity of families served at any point in time are em-

FINDINGS ON THE POLICY CONTEXT

ployed, because employed families have longer
spells. There is minimal outreach to low-income,
employed families; only Illinois has done substan-
tial outreach to such families.

Oregon highly values access to child care subsidies
without time spent on a waiting list. Rationing of
limited dollars is managed by changes in copay lev-
els and maximum reimbursement rates rather than
through the use of waiting lists. In contrast, waiting
lists were maintained in portions of Maryland, Mas-
sachusetts, and Texas for some part of the time pe-
riod studied. Using a significant state investment,
Illinois made the commitment to serve all eligible
families and to do outreach in order to ensure that
families are aware of the subsidy program.

In Oregon, as in the other four states, parents can
apply for a child care subsidy in person, by mail, or
by phone. After requesting an application by phone,
Oregon parents can mail the completed form and
documentation to their local AFS branch office.
Other states differ in where and how families apply
for child care assistance. In Maryland and Oregon,
families apply for subsidies at the local offices of
the agency that administers TANF. In Illinois and
Massachusetts, families apply at local child care re-
source and referral agencies, and, in Texas, at local
welfare offices, employment services program sites,
or the child care management services agency. Al-
though caseworkers in all the study states have some
flexibility, most families in Maryland and Oregon
must update their eligibility information every three
months and more often if there has been a change

Approximately half of Oregon families who
received child care subsidies during the study

period were engaged in some form of assessment
or job readiness activity. Yet, the majority of

families served at any point in time are employed,
because employed families have longer spells.
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in income or employment status. Families only need
to recertify every six months in other states, al-
though Massachusetts requires frequent recertifica-
tion of families in job readiness activities.

Child Care Expenditures

In Oregon, child care expenditures increased 10-
fold over a decade, from approximately $12 million
in 1987–89 to $119 million in 1997–1999. In 1997–
1999, sources of funding for child care expenditures
in Oregon include the Child Care and Development
Fund (58 percent), TANF (5 percent), Title XX
(8 percent), and the state General Fund (29 percent).
This expenditure represents $626 per low-income
child compared to spending in the other four states
of from $385 to $1,527 per child (see Table 1).

Income Eligibility

During the study period, families earning up to about
185 percent of the federal poverty level or 65 per-
cent of state median income were eligible for the
subsidy program in Oregon. In three of the five
states, the maximum income level for initial eligi-
bility is lower than it is in Oregon although in only
two states is eligibility for remaining on the subsidy
lower than it is in Oregon (see Figure 1).

Child Care Regulations

In Oregon, many family child care homes are un-
regulated, that is, they are exempt from business
regulation because they are family child care pro-
viders who care for fewer than four children or for
children from only one family. In addition, centers
that care for children for only four hours a day and
centers that are operated by public entities, such
as public schools or colleges, are exempt from busi-
ness regulation. If an unregulated family child care
provider or center wants to be paid for care of sub-
sidy-eligible children, they must meet certain “pur-
chase of service regulations” that include criminal
records and protective services checks. The provider
must also self-certify that they meet minimal health
and safety regulations. When approved, they are
considered a “listed” provider. The standards for
regulated and “listed” providers are similar, but regu-
lated providers are inspected and must meet train-

ing requirements. “Listed” providers who complete
the same training receive an enhanced rate.

Child care regulation varies widely across the states.
Especially for family child care, the same care will
be regulated in one state and not in another. For
instance, a family child care provider caring for two
children will be regulated in Maryland and not regu-
lated in Illinois or Oregon. Thus, cross-state com-
parisons of the amount of care that is regulated must
be made with caution.

Copayment Policies

Oregon policy aims to ease families from subsidies
to self-funding of child care expenses by increasing
the percentage of income spent on child care as in-
come increases. Under the copay rate schedule in
place during the majority of the study period, the
percentage of income a family of three has to ex-
pend in a copay increases from 3 percent at the low-
est income level to 10 percent when monthly earn-
ings reach $1,300 ($15,600 per year), and to over
20 percent when earnings reach $1,625 per month
(approximately $19,500 per year). In the five states,
copay rates are similar up to about $1,300 per month
(see Figure 2). Copays in all state rates range be-
tween 9 percent and 11 percent below $1,300. By
the time an Oregon family of three becomes ineli-
gible for a child care subsidy due to income they
are paying a copay that equals 29 percent of their
household income, compared to between 11 and 14
percent in the other states.

As of January 1998, Oregon required higher
copayments for families than all but one other
state.13 The copay rate was lowered in March 2000,
especially for families at 150 percent of the federal
poverty level, but rates remain high when compared
to rates in other states. Although copay rates are
high in Oregon for those who have to pay them,
policy exempts from a copay families on TANF or
those participating in job assessment or readiness
activities. Only Illinois does not exempt TANF fami-
lies from a copay. Maryland, Massachusetts, and
Texas exempt TANF and other families such as pro-
tective service and disability cases.
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Figure 1:  Subsidy Eligibility Ceilings Relative to Monthly State Median Income (1998)

Table 1:  Financing Structures and Expenditures, by State (1997 to 1999)

Oregon Illinois Maryland Massachusetts Texas

Additional funds pooled TANF funds; TANF funds; TANF funds; TANF funds; TANF funds
with CCDF to provide subsidies Title XX;c state TANF funds TANF funds TANF funds transferred to

funds transferred to transferred to transferred to CCDF; child
CCDF; Title XX; CCDF CCDF; Title XX; protective
Title IV-E;d state funds; child service funds
state funds protective service

funds; Title IV-E

Child care expenditures FFYe 1997  $54.7 FFY 1997  $336.5 FFY 1997  $72.3 FFY 1997  $256.3 FFY 1997  $210.5
(millions)a FFY 1999  $70.9 FFY 1999  $548.4 FFY 1999  $85.2 FFY 1999  $300.1 FFY 1999  $358.2

Increase in expenditures 30% 63% 18% 17% 70%
1997 to 1999

Subsidy expenditures per low- $626 $1,416 $1,476 $1,527 $385
income child under age six (1999)b

Service rationing Waiting lists only Commitment to Waiting lists until Commitment to Varied; waiting lists
for participants in serve all eligible October 1997, serve all TANF maintained by some
post-secondary families with  no waiting families; waiting local agencies
education lists  after that lists maintained during some parts

date of study period

a Source: National Study of Child Care for Low-Income Families conducted by Abt Associates, Inc. and National Center for Children in Poverty (for Illinois, Massachusetts, and Texas);
Maryland Department of Human Resources, Oregon Department of Health and Human Services, Child Care Division.

b Expenditures estimates from National Study of Child Care for Low-Income Families conducted by Abt Associates, Inc.; population estimates calculated by National Center for Children
in Poverty from the March Current Population Surveys, 1998–2000.

c Title XX supports the federal Social Services Block grant.
d Federal Title IV-E funds support child protective services.
e Federal Fiscal Year, January–December.
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Provider Payment Policies

States are required to do market rate studies and
encouraged to set maximum provider payment rates
near the 75th percentile, the point at which par-
ents using subsidies would have access to about 75
percent of the care in the community. In Oregon,
maximum rates cover the fees of less than half of
the child care slots in the market. Illinois and Mas-
sachusetts are similar. In Maryland and Texas, the
maximum rates are very close to the rates charged
by providers, and thus the voucher will cover the
cost of a larger percentage of the child care slots
available in the communities in those states.

In Oregon, rates vary by location, age of child, and
type of care. The state’s three rate areas consist of
zip codes clustered by child care rates charged
within the zip code as determined through the mar-
ket rate study. Maximum provider payment rates
vary little by type of care. Relatives and in-home
providers are paid at the same rate as are family
child care providers and almost as much as cen-
ters. In contrast, in Illinois, Maryland, and Massa-
chusetts, the maximum payment rates for relatives
and in-home providers are approximately half the
amount paid to centers (see Table 2).

In Oregon and Illinois, providers may charge fami-
lies the difference between the amount paid by the
voucher and their customary rate (if it is higher than
the maximum rate). Thus parents may have to pay
two amounts: a copayment and any difference be-
tween the provider’s normal charges and the maxi-
mum rate (sometimes referred to as the differen-
tial). In Maryland, Massachusetts, and Texas pro-
viders are not allowed to charge families the differ-
ential, but in Maryland and Texas maximum rates
are close to or exceed the 75th percentile of market
rates. When maximum rates are well below market,
issues of access and affordability are confounded. If
neither provider nor parent can afford to absorb the
difference between the maximum rate and the
provider’s normal charges, the family may not have
access to an arrangement or type of arrangement.
Thus, maximum payment rates may impact which
types of care parents choose.

In Oregon, child care providers are paid directly,
with payments being sent two to three days, on av-
erage, after receipt of billing, whereas in the other
states processing averages two to three weeks.

Figure 2:  Copayment Rules Relative to Family Income (three-person family with one adult and two children)
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Table 2:  Provider Payment Rates, by State (1997 to 1999)

Oregon Illinois Maryland Massachusetts Texas

Payment rates for a four-year-old child in full time care

Maximum rate for center care $350 (7/97) $374 (7/97) $369 (7/97) $628 (10/96) $431
$372 (7/98) $515 (1/99) $565 (12/97)

75th percentile of market rate $465 (1998) $607 (1998) $597 (1999) $910 $396
for center care (1999-2000)

Maximum as % of 75th percentile 75% (7/97) 62% (7/97) 62% (7/97) 70% 109%
of center market ratea 80% (7/98) 85% (1/99) 95% (12/97)

Estimated portion of market that Between 25% Less than 25% Between 25% Less than 25% Missing
the center payment rate purchased and 50%  (7/97) and 50% (7/97)

Between 25% Between 50%
and 50% (1/99) and 75% (12/97)

Maximum rate for family child care $320 (7/97) $288 (7/97) $349 (7/97) $44b  (10/96) $362
$340 (7/98) $433 (1/99) $539 (12/97)

75th percentile of market rate for $440 (1998) $639 (1998) $565 (1999) $867 $476
family child care (1999-2000)

Maximum as % of 75th percentile 73% (7/97) 45% (7/97) 62% (7/97) 51% 76%
of family child care market ratea 77% (7/98) 68% (1/99) 96% (12/97

Estimated portion of market that Less than 25% Less than 25% Between 25% Less than 25% Missing
the family child care payment Between 25% and 50% (7/97)
rate purchased and 50% (1/99) Between 50%

and 75% (12/97)

Maximum rate for in-home care $320 (7/97) $195 (7/97) $211 (7/97) $325 $340
$340 (7/98) $200 (1/99) $236 (12/97)

Maximum rate for relative care $320 (7/97) $200 (7/97) $211 (7/97) $325 $340
$340 (7/98) $200 (1/99) $236 (12/97)

Payment rate comparisons

Rate for in-home care as % of rate 100% 68% (7/97) 60% (7/97) 74% 94%
for family child care 46% (1/99) 44% (12/97)

Rate for relative care as % of rate 100% 68% (7/97) 60% (7/97) 74% 94%
for family child care 46% (1/99) 44% (12/97)

Rate for family child care as % of 92% (7/97) 77% (7/97) 95% (7/97) 70% 84%
rate for center care 92% (7/98) 84% (1/99) 95% (12/97)

Providers allowed to collect additional Yes Yes Yes No No
charges from parents

a If market rates vary throughout the state, market rate in most expensive region is used. Based on 1998 market rate survey in Illinois, 1999 market rate survey in Maryland,
1999–2000 market rate survey in Massachusetts, 1999 market rate survey in Oregon, and 1996–97 and 1998–99 market rate surveys in Texas.

b This is the maximum rate for an independent family child care provider. Those in family child care systems received additional benefits.
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States have considerable discretion in setting
policy and program parameters related to child care
subsidy, as evidenced by some of the differences
across the five states noted above. The types of fami-
lies served, and the services they receive, are likely
to vary as a result, in part, of these policy differ-
ences. Other factors also lead to differences in fami-
lies served and services delivered across states, in-
cluding differences in local economic conditions and
other related state policy differences, particularly
TANF policy. This section describes the character-
istics of families receiving child care subsidies in
Oregon and the services received, and these find-
ings are compared to those in the other study states.

Family Characteristics

Table 3 provides a comparison of key characteris-
tics of the families and children served by the child
care subsidy programs in the five states. The char-
acteristics are measured as of the first month of the
first observed spell of subsidy receipt so that the
results are representative of the population of fami-
lies who participate in the program.

Marital Status and Number and Age of Children

Nearly all the families served by the child care sub-
sidy program in Oregon were headed by a single
parent (86 percent). Some 36 percent of families
had a child under age two, including 22 percent with
an infant under one year of age. The age distribu-
tion of older children divided fairly evenly, ages two
to three years (22 percent), ages four to five (17
percent) and ages six–12 years (25 percent) (see
Table 3). Almost half the families had only one child
for whom they received a subsidy, and about a third
had two children.14 There was little variation in age
of child across the five states.

Employment Status

In Oregon, about 45 percent of the parents were
working and not receiving TANF in the first month
of the spell. About one-third received TANF and were
not working in the first month they received the
child care subsidy. Only 5 percent were both work-
ing and on TANF. A fairly sizeable group, 17 per-
cent, were neither working nor on TANF. These par-
ents were likely to be in an assessment program,
learning job skills, or conducting a job search. Mas-
sachusetts and Oregon families were the least likely
to be employed (half or less), whereas in Illinois and
Texas, three-quarters or more were employed (see
Table 3).

Household Income

Most of the Oregon families had very low incomes
in their first month on child care subsidy: median
monthly income including cash assistance was $573,
and 12 percent had no reported income.15 Incomes
were low in all the study states, and within this group
Oregon families had relatively low incomes. In other
states, median income in the first month of the first
observed spell ranged from $363 in Texas to $920
in Illinois compared to $573 in Oregon.

A more complete picture of Oregon subsidy recipi-
ents’ household incomes can be seen in Table 4.
Families are divided into two groups: those with a
copay and those without (in the first month of their
subsidy spell). In Oregon, families on TANF or in
other assessment or job readiness activities are not
assessed a copay. Table 4 shows the distribution of

OREGON’S CHILD CARE SUBSIDY PROGRAM:
POPULATIONS SERVED AND SERVICES RECEIVED

Massachusetts and Oregon families were
the least likely to be employed (half or less),
whereas in Illinois and Texas, three-quarters

or more were employed.
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Table 4: Monthly Household Income of Families Receiving Subsidies in Oregon

First month of first spell Last month of first spell

Total Families whose Families whose Total Families whose Families whose
sample copay = 0 copay > 0 sample copay = 0 copay > 0

Number of families 24,879 14,751 10,128 18,312 8,539 9,773

Mean monthly household income $526 $235 $950 $610 $202 $967

Median monthly household income $400 0 $960 $607 0 $962

Percentiles of income

     10% $0 $0 $360 $0 $0 $450

     25% $0 $0 $688 $0 $0 $710

     50% $409 $0 $961 $603 $0 $969

     75% $985 $315 $1,216 $1,040 $305 $1,213

     90% $1,309 $926 $1,523 $1,343 $766 $1,515

Note: This analysis does not include an imputed amount for the TANF grant in household income. Therefore, these numbers differ slightly from those reported in Table 3 where
an imputed public assistance payment is included

Table 3: Characteristics of Families Receiving Child Care Subsidies (First Month of First Observed Spells), by State

Oregon Illinois Maryland Massachusetts Texas

Age of Child in Subsidy (randomly selected child)

     Infants birth to 23 months 36% 30% 30% 31% 40%

     Preschool 24 to 47 months 22% 24% 27% 27% 25%

     School Transition 48 to 71 months 17% 19% 18% 18% 17%

     School-Age 72 months and older 25% 27% 25% 24% 18%

Activity Status of Parent with Child in Subsidy

     Working 50% 85% 66% 36% 72%

          Not Receiving TANF 45% 15% 32% 10% 55%

          Receiving TANF 5% 71% 34% 26% 16%

     Not Working 50% 15% 34% 64% 28%

          Receiving TANF 33% 14% 30% 48% 14%

          Not Receiving TANF 17% 1% 4% 15% 14%

Family Income

     Recipients’ Median Monthly Family Income $573 $920 $732 $468 $363

     75th Percentile of Recipients’ Monthly Family Income $1,016 $1,227 $1,130 $668 $876

1998 Monthly State Median Income (family of three) $3,236 $3,767 $4,217 $4,143 $3,078

     Recipients’ Median Monthly Income as Share of State
     Monthly Median Income 17.7% 24.4% 17.4% 11.3% 11.8%

Initial Subsidy Ceiling, 1998 $2,088 $1,807 $1,518 $1,947 $2,278

     Recipients’ Monthly Median Income as Share of Initial Ceiling 27% 51% 48% 24% 16%

Continuing Eligibility Ceiling, 1998 $2,088 $1,807 $1,872 $2,771 $2,824

     Recipients’ Monthly Median Income as Share of Continuing Ceiling 27% 51% 39% 17% 13%

Notes: The observation period in Illinois, Maryland, and Texas is July 1997 through June 1999. The observation period in Oregon is October 1997 through September 1999, and
the observation period in Massachusetts is October 1996 through September 1998. Income in Illinois and Maryland is measured as household earnings and income as well as public
assistance payments. Income in Massachusetts is measured as the sum of individual earnings and an imputed public assistance payment. Income in Oregon is measured as the sum
of household earnings and income and an imputed public assistance payment. Income in Texas is the sum of individual earnings and actual public assistance payment.
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incomes in the first and last months of their first
spell of subsidy receipt for these two groups. Note
that the income measure in this table does not in-
clude the imputed value of the TANF grant and that
over half of the families with no copay had no re-
ported household income. Half of the families who
did have a copay had incomes of over $960 a month,
but only about 10 percent had incomes over $1,500
a month.

Although Oregon families are eligible for subsidies
until monthly household income is between $1,776
and $3,832, depending on family size, only 10 per-
cent of families with a copay earned more than
$1,500. Families appear to leave the subsidy pro-
gram before they become ineligible due to income.
There was very little difference between average
monthly incomes of families in the first and last
months of first subsidy spell.

As noted earlier, Oregon imposes a copayment
schedule that rises rapidly with income for families
earning more than about $1,300 per month. The
data do not tell us the income of families the month
after they leave the subsidy program, so there is no
way to know if incomes increased and thus made
the family ineligible or if copays rose above 10 per-
cent of household income. More information from
families is needed to determine if high copays are
related to short spells.

Service Characteristics

Type of Care

As shown in Table 5, over half of Oregon children
were cared for in family child care homes in the
first month of subsidy use. Centers accounted for
only 18 percent of the children’s arrangements, and
about the same percentage were cared for by rela-
tives (in the child’s home or in the relative’s home).
Very few (4 percent) were cared for in their own
home by a nonrelative. In other states, center use
varied from 31 percent in Illinois to 79 percent in
Texas, while family child care use ranged from 7
percent in Texas to 32 percent in Maryland. Use of
care by relatives was highest in Illinois and lowest
in Massachusetts.

The majority (62 percent) of care arrangements used
by families receiving child care subsidies in Oregon

were unregulated in the sense of business regula-
tion (they are subject to purchase-of-service regu-
lation). In other states, the percent unregulated
ranged from 14 percent in Texas to 58 percent in
Illinois. As noted above, the types of care arrange-
ments that are regulated varies by state.

Provider Payments

In Oregon, for the first month of subsidy use, the
state paid $263 on average to a provider on behalf
of the family (see Table 6). This compares with a
low of $254 per month in Texas and a high of $452
per month in Massachusetts.

Copayments

Many of the families on the child care subsidy pro-
gram in Oregon did not pay a copay in their first
month; some were exempt because of TANF receipt,
while others were exempt because of participation
in job readiness activities. Families contributed a
median copayment of $67 per month if they were
required to pay one. In the other study states, me-
dian copays for families who paid a copay ranged
from $29 to $62 per month. Although copays were
higher in Oregon than in the other four states, a
large percentage of enrolled Oregon families had no
copay: 59 percent in Oregon compared to 55 per-
cent in Texas, 48 percent in Maryland, and 10 per-
cent in Illinois. Only Massachusetts had more fami-
lies with no copay, 85 percent.

Families appear to leave the subsidy program
before they become ineligible due to income.
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Table 5: Characteristics of Services Received by Families (First Month of First Observed Spells Starting During Observation Period),
by State

Oregon Illinois Maryland Massachusetts Texas

Number of Observations 24,879 101,414 25,734 15,202 84,987

Care Arrangement (randomly selected child)

     Center Care 18% 31% 33% 53% 79%

     Family Child Care (nonrelative) 58% 17% 32% 23% 7%

     In-home Care (nonrelative) 4% 20% 7% 15% 0%

     Relative Care 19% 32% 27% 10% 14%

Regulation Status of Care Arrangement

     Regulated 38% 42% 65% 90% 86%

     Unregulated 62% 58% 35% 10% 14%

Notes: The observation period in Illinois, Maryland, and Texas is July 1997 through June 1999. The observation period in Oregon is October 1997 through September 1999, and
the observation period in Massachusetts is October 1996 through September 1998. One percent of the care arrangements in Oregon were classified as “group homes,” which are
larger family child care providers. Percentages may not sum to 100 due to rounding.

Data for Massachusetts do not include contracted care arrangements (an estimated 50 percent of all subsidized arrangements in the state) and include voucher recipients
for only a portion of the state (approximately 50 percent of all voucher recipients). Because working-poor families were more likely to use contracted child care arrangements,
the data for this study reflect the experiences of TANF-related subsidy users.

Table 6: Value of Payments to Providers by States and Families (First Month of First Observed Spells), by State

Oregon Illinois Maryland Massachusetts Texas

Provider Payments

Monthly Payment to Provider, Family Level

     Mean Value ($) $263 $311 $366 $452 $254

     Median Value ($) $195 $248 $297 $363 $190

Family Copayments

Share of Families with No Copayment (%) 59% 10% 48% 85% 55%

Monthly Copayment, Family Level

     Among All Families

          Mean Copayment ($) $42 $51 $34 $12 $30

          Median Copayment ($) $0 $35 $2 $0 $0

     Among Families with Copayment Only

          Mean Copayment ($) $102 $56 $64 $82 $44

          Median Copayment ($) $67 $43 $29 $62 $35

Net Monthly Subsidy Value (provider payment – family copayment)

     Among All Families

          Mean Net Value ($) $220 $262 $336 $446 $224

          Median Net Value ($) $160 $196 $266 $358 $160

     Among Families with Copayment

          Mean Net Value ($) $196 $253 $298 $517 $154

          Median Net Value ($) $143 $189 $234 $460 $108

Notes: The observation period in Illinois, Maryland, and Texas is July 1997 through June 1999. The observation period in Oregon is October 1997 through September 1999, and
the observation period in Massachusetts is October 1996 through September 1998. Income in Illinois and Maryland is measured as household earnings and income as well as public
assistance payments.

Income in Massachusetts is measured as the sum of individual earnings and an imputed public assistance payment. Income in Oregon is measured as the sum of household earnings
and income and an imputed public assistance payment. Income in Texas is the sum of individual earnings and actual public assistance payment.

Data for Massachusetts do not include contracted care arrangements (an estimated 50 percent of all subsidized arrangements in the state) and include voucher recipients for only
a portion of the state (approximately 50 percent of all voucher recipients). Because working-poor families were more likely to use contracted child care arrangements, the data for
this study reflect the experiences of TANF-related subsidy users.
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One of the key objectives of this study was to de-
termine how long families receive child care subsi-
dies and whether the length of subsidy receipt var-
ies across the five states. This section presents the
findings on length of subsidy receipt and percent of
families who return for another period of participa-
tion in the subsidy program; these measures are
compared both across the five states and for differ-
ent subgroups of families.

Length of Time Families Receive Subsidies

Based on analysis of administrative data, most fami-
lies in Oregon participate in the child care subsidy
program for a short period of time. Using the Kaplan-
Meier analysis procedure, the estimated median
spell length is three months. One-quarter of first
spells last two months or less, and 75 percent of
spells end within seven months (see Table 7). Al-
most one quarter of families participating in the
subsidy program in Oregon received a subsidy for
just one month (results not displayed). Nearly three-
quarters of these one-month-spell families were in-
volved in job readiness or assessment programs.

Given the short length of these spells, a reasonable
question to ask is whether families return for an-
other spell. Many families do return quickly for an-
other spell of subsidy use. About one-quarter of the
families in Oregon return within three months, and
over 40 percent return within a year (see Table 8).
However, these return spells are also short. The
median duration for the second and third spells is
also three months (see Table 9).

Although Oregon has the shortest spells, they are
similar in length to those found in Maryland. Fami-
lies in Texas and Illinois had median spells twice
the length of those found in Oregon (see Table 7).
In Texas, half the families had spells lasting seven
months or longer. Rates of reentry into the subsidy
program do not follow a consistent pattern across
the states. Although Texas and Illinois had the long-

DYNAMICS OF SUBSIDY USE

est median spells, reentry rates were lower in Texas
and higher in Illinois than in Oregon (see Table 8).

Age of Child

Subsidy spells differ only slightly by the age of the
child: median duration for infants and toddlers age
birth to 23 months is estimated to be four months
in Oregon, compared to three months for all other
ages (see Table 9). Subsidy spells are shortest for
school-age children, age 6 and up. There was a simi-
lar lack of variation by age groups in the other study
states.

Type of Care

Some child care observers have suggested that cer-
tain types of care arrangements are more stable or
last longer and in particular that informal arrange-
ments or care by relatives may be less stable (that
is, more likely to end quickly) than care in centers
or other more formal settings. Based on the Kaplan-
Meier analysis, median spell length is slightly longer
in the child’s home (four months) in Oregon. Cen-
ter care does not appear to be of longer duration
than other types of care.16 No consistent pattern re-
lating spell length and care type was found across
the five states. Spell lengths in family child care were
slightly longer in Illinois; center care spells were
longer in Massachusetts (see Table 10).

Value of the Subsidy

The value of the subsidy to the family (that is, the
amount paid to the child care provider on the
family’s behalf) is expected to be positively related

The estimated median spell length is
three months. One-quarter of first spells
last two months or less, and 75 percent

of spells end within seven months.
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Table 9 : Length of Child Care Subsidy Spells in Oregon, 1997 to 1999

Percentiles Number of Observations

25th 50th (Median) 75th

First Observed Spell 2 3 7 24,879

Second Observed Spell 2 3 7 7,041

Third Observed Spell 2 3 8 1,912

Age Group of Child (first month of observed spell)

     Birth–23 months 2 4 8 8,879

     24–47 months 2 3 7 5,456

     48–71 months 2 3 7 4,016

     72+ months 1 3 6 6,523

Type of Child Care arrangement

     Family Child Care (nonrelative) 2 3 7 14,608

     In-home Care (nonrelative) 2 4 9 1,068

     Center Care 2 3 6 4,450

     Relative Care 1 3 7 4,753

Note: The analysis sample consists of the first observed nonleft-censored spells. All spells began between October 1997 and September 1999. Length of spell estimated using Kaplan-Meier procedure.

Table 7: Kaplan-Meier Estimates of Length of Subsidy Receipt in Months (First Observed Spell Starting During Observation Period),
by State

Oregon Illinois Maryland Massachusetts Texas

25th percentile 2 3 2 3 3

Median 3 6 4 5 7

75th percentile 7 14 8 11 14

Notes: The observation period in Illinois, Maryland, and Texas is July 1997 through June 1999. The observation period in Oregon is October 1997 through September 1999, and the
observation period in Massachusetts is October 1996 through September 1998. Analyses includes all observed spells starting during observational period for Illinois and Maryland.

Table 8: Cumulative Percent of Children Exiting Subsidy Spell who Return within Three, Six, Nine, and Twelve Months, by State

Interval Oregon Illinois Maryland Massachusetts Texas

3 months 24% 32% 46% 28% 20%

6 months 34% 43% 56% 36% 27%

9 months 39% 49% 60% 38% 32%

12 months 40% 50% 58% 40% 35%

Notes: The observation period in Illinois, Maryland, and Texas is July 1997 through June 1999. The observation period in Oregon is October 1997 through September 1999, and
the observation period in Massachusetts is October 1996 through September 1998.

Data for Massachusetts do not include contracted care arrangements (an estimated 50 percent of all subsidized arrangements in the state) and include voucher recipients
for only a portion of the state (approximately 50 percent of all voucher recipients). Because working-poor families were more likely to use contracted child care arrangements,
the data for this study reflect the experiences of TANF-related subsidy users.
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to the length of subsidy use, all else being equal.
Families who receive a higher benefit should remain
in the program longer. Figure 3 shows the relation-
ship of net value (provider payment minus
copayment) to the median income of subsidy re-
cipients. Using this measure of the net value of the
subsidy to the family, the study team found no pat-
tern between net value and spell length across the
five states. Families in Illinois, who had relatively
long spells, had the lowest net value, whereas fami-
lies in Massachusetts had relatively short spells and
high net value.

Figure 3: Net Value of Subsidies to Families Relative to Median Income of Subsidy Recipients, 1998

Employment/TANF Status

One possible explanation for differences in spell
length across the five states is that the types of fami-
lies served differ, and those differences are related
to spell length. For example, if working families tend
to use subsidies for a longer period of time than do
TANF families, a state with a larger proportion of
working families in its service population is likely
to have longer average spells of subsidy receipt. For
this reason, the study team examined the length of
subsidy receipt by parent’s activity, dividing fami-
lies into four groups: (1) working and not on TANF;
(2) working and receiving TANF; (3) receiving TANF
and not working; and (4) neither working nor on
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Table 10: Kaplan-Meier Estimates of Median Length of Subsidy Receipt in Months (First Observed Spell Starting During Observation
Period), by State and Type of Care

Oregon Illinois Maryland Massachusetts Texas

Center Care 3 5 4 6 7

Family Child Care (nonrelative) 3 7 4 5 7

In-home Care (nonrelative) 4 6 3 4 NA

Relative Care 3 6 3 5 6

Notes: The observation period in Illinois, Maryland, and Texas is July 1997 through June 1999. The observation period in Oregon is October 1997 through September 1999, and the
observation period in Massachusetts is October 1996 through September 1998. Analyses includes all observed spells starting during observational period for Illinois and Maryland.

The Kaplan-Meier method adjusts estimates of duration for incompletely observed or right-censored spells of subsidy receipt.

Data for Massachusetts do not include contracted care arrangements (an estimated 50 percent of all subsidized arrangements in the state) and include voucher recipients for only
a portion of the state (approximately 50 percent of all voucher recipients). Because working-poor families were more likely to use contracted child care arrangements, the data for
this study reflect the experiences of TANF-related subsidy users.
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Figure 4: Survival Rates by Parent’s Work and TANF Status (Oregon)

Table 11: Kaplan-Meier Estimates of Median Length of Subsidy Receipt in Months (First Observed Spell Starting During Observation
Period), by State and Parent Activity

Oregon Illinois Maryland Massachusetts Texas

Working, not receiving TANF 4 5 5 7 8

Working, receiving TANF 3 6 4 5 5

Not Working, receiving TANF 3 5 4 5 4

Not Working, not receiving TANF 2 6 3 5 6

Notes: Analyses includes all observed spells starting during observation period for Illinois and Maryland.

TANF (this, in most cases, meant the family was
engaged in job readiness or assessment activities).
As shown earlier (See Table 3), the percentages of
families in each of these groups varied a great deal
across the five states.

Length of subsidy receipt varied considerably de-
pending on the parent’s work and TANF status. In
Oregon, for parents who were working and not re-
ceiving TANF, the median spell length was four
months, compared to three months or shorter for
the other groups (see Table 11). There were more
longer spells as well for working, nonTANF families
where the 75th percentile was nine months com-
pared to seven months or less for the other groups.

Parents who were neither working nor receiving
TANF had the shortest spells, with a median of two
months.

Length of subsidy receipt showed a similar pattern
depending on the parent’s work and TANF status in
most of the other states. Figure 4 plots the “survival
rates” by parents’ work and TANF status in Oregon,
showing the cumulative percentage who left the
subsidy program (those leaving faster have shorter
spells). The difference in spell length suggests that
the length of subsidy use was driven largely by fam-
ily circumstances, in particular, whether families
entered the program because of employment, job
readiness activities, or TANF receipt. Parents who
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Table 12:  Length of Time (Number of Months) on Subsidy by Reason Code (Oregon)

Reason Related program 25th percentile 50th percentile 75th percentile Number
code* (median) of families

Cluster 1: Job readiness, assessment
24 Jobs Plus: Employer-state work/training program 3 5 8 59
62 OFSET: Food Stamp Program Employment and Training 1 1 2 1,639
70 JOBS: Job readiness, training or job search 1 2 4 7,659

Cluster 2: Vocational training, education
90 Employment related day care: Vocational training or education 4 7 13 165

Cluster 3: Employment
29 Jobs Plus: Employer-state work/training program 3 6 9 329
92 Employment related day care: Employment 3 5 10 13,179
93 Pre-TANF work support 2 3 5 1,835

* Based on reason code in last month of first observed spell collected by Adult and family Services (AFS), the Oregon Agency that collects child care subsidy data.
Because of very small numbers, code 89 was combined with 92 and code 94 was combined with 93. A small number of cases had reason codes that were not
defined and were dropped from this analysis. Analysis sample includes families receiving subsidies between October 1997 and September 1999, excluding families
who received a subsidy in October 1997.

Table 13: Reentry Rates by Reason Code (Oregon)

Reason Related program Percent Percent Percent Percent Number
code* returning returning returning returning of families

within within within within
3 months 6 months 9 months 12 months

Cluster 1: Job readiness, assessment
24 Jobs Plus: Employer-state work/training program 24.4 36.4 46.2 57.9 59
62 OFSET: Food Stamp Program Employment and Training 5.2 6.9 7.4 8.7 1,639
70 JOBS: Job readiness, training or job search 27.4 40.3 46.2 47.9 7,659

Cluster 2: Vocational training, education
90 Employment related day care: Vocational training or education 42.4 58.3 71.7 69.0 165

Cluster 3: Employment
29 Jobs Plus: Employer-state work/training program 25.0 29.6 36.4 38.3 329
92 Employment related day care: Employment 20.7 29.7 34.0 36.1 13,179
93 Pre-TANF work support 26.3 39.3 45.4 48.7 1,835

* Based on reason code in last month of first observed spell collected by Adult and family Services (AFS), the Oregon Agency that collects child care subsidy data.
Because of very small numbers, code 89 was combined with 92 and code 94 was combined with 93. A small number of cases had reason codes that were not
defined and were dropped from this analysis. Analysis sample includes families receiving subsidies between October 1997 and September 1999, excluding families
who received a subsidy in October 1997.

Table 14: Spell Length and Reentry Rates by Size of Copayment (Oregon)

No copayment “Low” copayment “Middle range” copayment “High” copayment

Number of families 11,815 5,705 3,716 3,633

Length of first spell (number of months)

25th percentile 1 3 3 3

50th percentile (median) 2 4 6 5

75th percentile 4 9 11 11

Return rates (percent returning)

Percent returning within 3 months 24% 26% 23% 19%

Percent returning within 6 months 34% 37% 33% 29%

Percent returning within 9 months 39% 42% 39% 32%

Percent returning within 12 months 41% 44% 42% 33%

Notes: The copayment amount in the last month of the first observed spell was used to categorize families as:
• No copayment: if the family was exempt from a copayment.
• “Low” copayment: if the family’s copayment was less than the median copay amount ($67).
• “Middle range” copayment: if the family’s copayment was above the median ($67) and below the 75th percentile of copayment amounts in the sample ($135).
• “High” copayment: if the family’s copayment was above the 75th percentile of copayment amounts in the sample ($135).
Ten families were missing copayment information.
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were employed and not on TANF were most likely
to continue to receive a child care subsidy. In con-
trast, parents who were in a short-term training or
assessment program may have used the subsidy
program for a short time, but they tended to leave
the subsidy program at the end of the training or
assessment program.17 A similar pattern of longer
spells associated with employment was found in all
states, with a slight variation in Illinois (see Table
11). In that state, 85 percent of families were em-
ployed, and researchers saw little difference in spell
lengths by employment or TANF status.

Reason Codes

Given the apparent importance of family circum-
stances in determining spell length, researchers fur-
ther investigated this relationship using variables
available in the Oregon data that were not available
in the other states. In particular, researchers looked
in more detail at the “Reason Code,” that is, the
program through which the parent received a sub-
sidy. These codes identify the parent’s activity sta-
tus in greater detail than the TANF/working catego-
ries used above.

Parents involved in job readiness and assessment
activities tend to have the shortest spells of subsidy
use in Oregon (see Table 12) although there is some
variation across programs. JOBS Plus clients in
training (reason code 24—a state-employer train-
ing partnership program) had a median spell length
of five months, compared to two-month spells for
those in “OFSET” (reason code 62—Oregon Food
Stamp Employment and Training Program) or JOBS
activities (reason code 70—JOBS Program activities).
Students receiving child care subsidies (reason code
90—college or vocational school attendance) had
the longest median spell length of seven months,
possibly reflecting the stability of their circum-
stances. Families in programs related to employment
tended to have the longest spells other than those
in school; again, there is variation across programs.

The analysis of length of subsidy receipt is based on
first observed spell, and families return for a later
subsidy spell at different rates depending upon their
initial activity status. As shown in Table 13, fami-
lies who were involved in job readiness/assessment
activities when they left (Reason codes 24 and 70)
were more likely to return than those in some of

the work-related (ERDC) programs. The most dra-
matic exception is parents in the OFSET program
who rarely returned for another spell of subsidy re-
ceipt (only about 9 percent returned within 12
months).18 Thus, while there are exceptions, gener-
ally parents who were involved in job readiness and
assessment activities had shorter first spells of sub-
sidy use and returned for another spell of subsidy
receipt at a higher rate than did employed parents.

Copayments

It would appear that factors not captured in the data
are needed to understand the effect of copay on spell
length. Families who were not required to pay a
copay were more likely to exit, which at first glance
may seem to contradict theoretical expectations. In
this case, however, having a copay was related to
the family’s circumstances: families who were em-
ployed were likely to have a copay, families who were
in an assessment program or on TANF were not.
Thus, families without a copay had shorter spells,
not because of the lack of copay but for reasons re-
lated to their circumstances.

Researchers further investigated the relationship
between copay and length of subsidy use by divid-
ing the families into four groups depending on the
size of their copay in the last month of their first
observed spell. Using the distribution of actual
copays in the sample, families with copays above
the 75th percentile were classified as having a “high”
copay, those between the 50th and 75th percentile
were classified as “middle range,” and those who
had a copay below the 50th percentile (and above
$0) were classified as having a “low” copay. Table
14 provides the estimated spell length and return
rates for families by copay group. As noted above,
families with any copay at all have longer spells than
those with no copay. Yet families with the highest

Having a copay was related to the family’s
circumstances: families who were employed

were likely to have a copay, families
who were in an assessment program or

on TANF were not. Families without a copay had
shorter spells, not because of the lack of copay
but for reasons related to their circumstances.
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copays (in the sample) have spells very similar to
those with middle range copays (and longer than
those with low copays).19

There may be a relationship, however, between high
copays and reentry to the subsidy program (see
Table 14). Families who had the highest copays (in
the sample) when they exited the subsidy program
returned at a lower rate than those with lower
copays. Only one-third of families with “high”
copays returned within a year, while over 40 per-
cent of other families returned.

Discussion of Findings on the Dynamics
of Subsidy Use

An interesting finding from this study is that, con-
trary to expectations, age and type of child care ar-
rangement do not appear to be associated with
length of subsidy receipt. There was limited varia-
tion within states and no consistent pattern or rela-
tionship between either age or type of care and
length of subsidy spell. The expected relationship
between higher net values of the subsidy and longer
subsidy spells does not appear in this data either.
Across the five states, there is no consistent pat-
tern of spell length in relation to net value as a per-
centage of median income of subsidy families.

Comparisons of median spell length of child care
subsidy use with policy differences across the states
are difficult because of the complexity of policy
impacts and interactions. For example, states set
their maximum subsidy rate at different levels in
relation to their market rates. Texas, Massachusetts,
and Maryland set their rates close to or above the
75th percentile of  the market. Rates in Illinois and
Oregon are only sufficient to purchase between 25
and 50 percent of slots. Maximum rate policy inter-
acts with the state policy on whether or not a pro-
vider can charge the parents the differential (differ-
ence between maximum provider rate and provider’s
usual charges). In Maryland, Massachusetts, and
Texas, providers may not charge parents the differ-
ential. The complexity of these policy interactions
and their effects make comparisons of net subsidy
value across the states challenging.

The analysis does point to a key factor associated
with length of subsidy receipt in the child care pro-
gram. A parent’s employment and TANF status is
important, suggesting that leaving the subsidy pro-
gram may be due in large part to changes in the
family’s employment and TANF status, factors not
directly related to the child care assistance program.
Across the five states, employment is related to
longer spells of subsidy use. Analysis of spell length
by reason codes in Oregon further clarifies the rela-
tionship between parental activity and subsidy use.
In Oregon, parents participating in job readiness and
assessment activities have shorter spells than do em-
ployed parents. Yet approximately 50 percent of
those in job readiness and assessment activities re-
enter the subsidy program within a year, whereas
approximately 40 percent of employed parents re-
enter. Families participating in the Food Stamps-
related OFSET Program have especially short spells
(the median length was one month), and only 9 per-
cent reenter the program—further evidence that
parent activity matters.

Analysis of length of subsidy receipt by amount of
copay assessed adds to our growing understanding
of the importance of parental activity on subsidy
usage. Parents with no copay have the shortest me-
dian spell lengths, as these are mostly families in
training and assessment programs. Employed fami-
lies have a copay and have longer median spells.
Here, parents with a high copay stand out in terms
of reentry. While on average 40 to over 50 percent
of all other copay groups (zero to middle copay)
reenter, only a third of the highest copay group re-
enters. The results suggest that high copays may
deter participation, but a full analysis of this issue
would require more information on families’ circum-
stances when they are not participating in the sub-
sidy program.

Across the five states, the study does not find a con-
sistent pattern of association between spell length,
copayment, and net subsidy value. This suggests that
further investigation into the interaction between
programs, particularly the diversion and assessment
program, TANF, and child care subsidies, is needed.
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The length of a spell of child care subsidy receipt
only tells part of the story. Provider stability, that
is, the stability of child care arrangements, is im-
portant for both parents and children. For parents,
reliability of care is critical to maintaining employ-
ment. In terms of impact on the child, the primary
issue is the stability of the child-caregiver relation-
ship. The study team is able to assess the stability
of the child’s arrangement while the cost of care is
being subsidized—that is, the stability of the care
that is purchased with public dollars. Disruptions
may be caused by loss of a subsidy or an arrange-
ment, or by some other factor not captured in the
database. There are two major limitations to assess-
ing the stability of the child-caregiver relationship:
(1) it is impossible to observe transitions in
children’s care arrangements that occur outside the
period of subsidy receipt and (2) if the child is in
center care, nothing is known of changes of adult
caregivers within the center.

Findings on Stability of Subsidized
Child Care Arrangements

To compare stability of child care within spells of
subsidy receipt, this study examines the proportion
of the total time on subsidy that children remained
with the primary provider (the most common pro-
vider during the months of subsidy receipt).
Children’s time on subsidy is defined as the cumula-
tive number of months that they received subsidies
during the observation period (across one or more
spells). The primary provider ratio measures the
number of subsidized months during which the child
continued to receive care from this provider. The
study team also reports the share of all children who
received care from only one provider during their
entire cumulative period of subsidy receipt.20

As shown in Table 15, most children on subsidy in
these states were cared for by a primary provider
during the months the family received subsidies.
This may be due, in large part, to the fact that the

spells of subsidy receipt were short. Not surprisingly,
the primary provider ratio and percent with a single
primary provider declined in all states as the num-
ber of months of subsidy receipt increased.

Provider stability was low in Oregon, where only
about half of children who received subsidies for
six months remained in the same arrangement, and
less than 30 percent of those receiving subsidies for
18 months were in the same arrangement. It was
only slightly higher in Maryland. In contrast, from
73 to 83 percent of children who received subsidies
for six months in Texas and Illinois, respectively,
stayed in the same arrangement, and over half of
children receiving subsidies for as long as 18 months
were in the same arrangement.

Discussion of Findings on Provider
Stability

These data suggest that while care arrangements
were relatively stable for children who remained in
the subsidy system for a short time, the stability of
providers declined sharply in all states as the num-
ber of months of subsidy receipt grew. The fact that
spells were short makes the issue of provider stabil-
ity more difficult to assess. What appeared as high
rates of stability at first glance was more problem-
atic when one considered that spells were short. If
the end of subsidy receipt led to the end of the care
arrangement, children may be experiencing more
turnover in arrangements than can be observed in

STABILITY OF CHILD CARE ARRANGEMENTS

Provider stability was low in Oregon,
where only about half of children who

received subsidies for six months remained
in the same arrangement, and less than

30 percent of those receiving subsidies for
18 months were in the same arrangement.
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these data. Stability appeared to be low for the one-
third to nearly one-half of children who received
subsidies for a cumulative period of more than six
months. There is reason to be most concerned about
the small percentage of children (5 to 10 percent)
who were in multiple unstable arrangements (less
than half of their months were with the same pro-
vider), even during short periods of subsidy receipt.
For these children, quality of care was almost cer-
tainly compromised by frequent changes of
caregiver.

Given that the two states with the shortest subsidy
spells also had the lowest provider stability, there

These data suggest that while care arrangements
were relatively stable for children who remained

in the subsidy system for a short time,
the stability of providers declined sharply
in all states as the number of months of

subsidy receipt grew.

Table 15: Stability of Provider-Child Relationships, by State

Cumulative duration Cumulative percent Mean primary Percent remaining with primary provider
of subsidy receipt (months) of sample provider ratio for entire subsidy period (PPR=1)

Oregon 3 46% 0.91 76%

6 68% 0.82 52%

9 80% 0.79 43%

12 88% 0.77 36%

18 97% 0.74 29%

Illinois 3 25% 0.96 93%

6 51% 0.91 83%

9 67% 0.84 69%

12 81% 0.78 60%

18 94% 0.73 54%

Maryland 3 39% 0.95 76%

6 62% 0.87 64%

9 76% 0.82 62%

12 85% 0.77 53%

18 96% 0.75 52%

Massachusetts 3 33% 0.94 87%

6 54% 0.85 72%

9 70% 0.79 61%

12 80% 0.75 57%

18 94% 0.75 58%

Texas 3 34% 0.96 90%

6 62% 0.91 73%

9 74% 0.89 67%

12 84% 0.88 57%

18 96% 0.85 53%

Notes: The primary provider ratio is the number of months with provider wiho has cared for the child the longest divided by total observed months of subsidy receipt.

Data for Massachusetts do not include contracted care arrangements (an estimated 50 percent of all subsidized arrangements in the state) and include voucher recipients
for only a portion of the state (approximately 50 percent of all voucher recipients). Because working-poor families were more likely to use contracted child care arrangements,
the data for this study reflect the experiences of TANF-related subsidy users.

may be an association between subsidy spell length
and provider stability. Determining if short spells
increase the likelihood of provider instability is an
area worthy of further study.
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Child care subsidies are an increasingly important
public policy to support low-income families as they
move off welfare, find and maintain employment,
and find ways to meet the developmental needs of
their children. Understanding the dynamics of child
care subsidy use is important. This study provides
a detailed look at Oregon families receiving child
care subsidies and the factors associated with length
of subsidy receipt and provider stability, and com-
pares these findings with those of four other states.

Most families in Oregon use the child care subsidy
program for only a short period of time: median spell
length is three months. Less than half of the fami-
lies do return for a subsequent spell of subsidy use,
but only for a few months. Families using the sub-
sidy program are not a homogeneous group. The
reason for using the program is one indicator of dif-
ferences in family characteristics (e.g., household
income) and services received (e.g., copays). Short
spells of subsidy use may be related to parental and
situational factors not captured in the subsidy data.
These include parental education level, mental
health status, parental alcohol and drug involve-
ment, and other factors that interfere with stability
in employment or training. For example, a sizeable
fraction of families use the child care subsidy while
in job assessment and job training programs that
typically last between one and three months. Fami-
lies in these programs tend to use the child care
subsidy program for only a short period of time
(three months or less). They are likely to reenter
the subsidy program, unless they are in the Oregon
Food Stamp Employment and Training Program—
OFSET. Employed parents are less likely to reenter,
but the data available do not tell us why. Possible
reasons include job loss, difficulty getting recertified,
or a high copayment.

CONCLUSION AND IMPLICATIONS FOR POLICY

One of the most important study findings relates to
policy interactions, both interactions between TANF
and child care subsidy program policies and also
interactions of policies within the subsidy program.
Which families are served appears to be a result of
interactions of TANF and subsidy program policies.
For example, the proportion of families receiving
child care subsidies who are working and the pro-
portion who are working and on TANF varies widely
across the states. The cost per employed family is
higher since their spells of subsidy receipt are longer.
It may be important for states to decide which fami-
lies the state wants to target for the child care sub-
sidy program and why. While subsidizing child care
may be important to allow parents to participate in
job readiness and assessment programs, it is not
clear that support of child care for one to two months
has much effect on employment or child well-being
outcomes. Identifying the programs which serve
families for very short spells can inform decision-
making.

In terms of subsidy program policy interactions, it
appears likely that copay and maximum rate poli-
cies interact with each other and with other state
policies such as eligibility and eligibility redetermi-
nation policies. States would do well to look at poli-
cies holistically rather than thinking of policies in-
dependently when deciding who they want to serve,
for how long, and with what services.

Which families are served appears
to be a result of interactions of TANF

and subsidy program policies.



32 Continuity and Stability: Dynamics of Child Care Subsidy Use in Oregon

Given the finding that most subsidy spells are
short, the critical question is why. In addition to
finding short spells, the study team was surprised
by the large percentage of families with no copay
and the relatively small percentage of families who
reentered the program. Further investigation into
the administration of the child care subsidy pro-
gram might explain why families leave the program
so quickly and why many do not return. For ex-
ample, if administrative barriers make it difficult
for people to remain on the subsidy program during
times of transition from one program to another, or
from a program into employment, administrative
changes would likely increase spell length and might
increase the stability of child care arrangements.
To test this hypothesis, however, would require ad-
ditional data on parent circumstances and care ar-
rangements during the months that the family is
not on the subsidy program.

It appears that one major source of the variance in
median spell length across the states is related to
differences in the characteristics of families being
served by the subsidy programs in each state. Fur-
ther, it appears that interactions between TANF and
subsidy program policy are likely to be affecting who
is and is not served. More clarity on the interac-
tions of TANF and child care policy is essential so
that states are able to make informed decisions
about which families they want to target with which
services and for how long. Texas policymakers made
a commitment to continuity in care and they had
the longest median spells of the five states. Deter-
mining if Texas policies and practices are associ-
ated with longer subsidy spells would be helpful,
especially if specific policies and practices could be
identified.

In all states, employed parents had spells as long as
or longer than spells of parents who were not em-
ployed. While employment status appears to be a
key determinant of the length of subsidy use, other
family and policy characteristics also may matter.
Separating out the effects of these family and policy

IMPLICATIONS FOR RESEARCH

characteristics is tricky, in part because of the limi-
tations of the data available in administrative data-
bases. Identification of sources of additional infor-
mation on subsidy-receiving families that could be
combined with subsidy data is an important next
step for research. Examples of data that would be
helpful include parental age, education, gender,
marital status, and occupation and industrial sec-
tor in which the parents are employed.

This study found no consistent pattern of relation-
ships between spell length and types of care across
the five states, yet there may be relationships be-
tween subsidy policies, or subsidy policy interac-
tions, and type of care selected by parents. State
provider payment policies affect care options avail-
able to families. Where states set maximum rates in
relation to the market may affect which types of
care families purchase with a subsidy. Linking data
on the costs and availability of different types of
care in different geographic areas to administrative
data on subsidy-receiving families may be helpful.

More research is needed to increase understanding
of the effects of policy and policy interactions on
subsidy use and type of care selected. In states in
which providers can charge families the difference
between maximum rate and the provider’s usual rate
(the differential), there are additional challenges for
researchers. The true value of the subsidy to the
family may be less than the net value calculated in
this study (provider payment minus copay), since
the parent may have to pay the differential. In all
states, it is unclear what percent of providers col-

Understanding the interactions between
program participation, employment, and
care arrangements is important for the

development of policy as child care becomes
an increasingly large portion of public spending

on support for low-income families.
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lect the copay and whether this percentage varies
by type of provider. In states where parents may be
charged the differential, it is also important to know
what percent of providers collect that amount from
the parent. Determining the true cost of care to par-
ents and the true net value of the subsidy are areas
needing further study. If researchers could more ac-
curately estimate cost and net value from a family
perspective, more consistent patterns between net
value and spell length might become evident.

A related but distinct area for further research is
the relationship between subsidy spell length and
provider stability. In this study, the two states with
the shortest spells also had the lowest levels of pro-
vider stability. Do parents with longer subsidy spells
have higher primary provider ratios?

The findings of this study increase understanding
of subsidy program participation and outcomes in
terms of continuity of subsidy use and stability of
child care arrangements supported with public child
care dollars. The study also helps identify areas in
which more research is needed. Understanding the
interactions between program participation, em-
ployment, and care arrangements is important for
the development of policy as child care becomes an
increasingly large portion of public spending on sup-
port for low-income families.
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Technical Appendix: Comparison of Left-Censored Cases with New Cases

Any family that received a child care subsidy in the first
month of the study time frame, October 1997, was
dropped from the analysis. These “left-censored” cases
are excluded because the data does not include all fami-
lies who started prior to October, only those who contin-
ued to receive subsidies in October. Including families
who may have started prior to October would overesti-
mate the length of subsidy receipt because the families
who started at the same time as they do, but who do not
continue in the subsidy program (thus having shorter
spells) are not in the data. Excluding the left-censored
cases raises the concern that long spells may then be
undersampled and thus average spell length may be un-
derestimated.

Given the extremely short duration of most of these spells,
it is unlikely that excluding left-censored cases has bi-
ased the results. Nonetheless, researchers also compared
the characteristics of left-censored cases and the analy-
sis sample to look for systematic differences. As shown
in Table A-1, at first glance there do appear to be impor-
tant differences in the characteristics between left-cen-

sored cases and those which begin after October 1997.
Left-censored cases tend to have older children, are more
likely to be working and not on TANF, have higher in-
comes, and receive a higher subsidy payment. However,
in comparing these cases to the characteristics of cases
in the last month of their spell, one can see that some of
the differences are due to changes that occurred over
the course of a spell of subsidy receipt. Among cases with
spells longer than one month, incomes were higher, more
were working, fewer were receiving TANF, and subsidy
amounts and copay amounts were higher at the end of
the spell. Thus, some of the differences between left-cen-
sored cases and the analysis sample can be attributed to
looking at characteristics in the first versus later months
of the spell. Overall, the left-censored cases look fairly
similar to cases after their first month. Another test to
determine if spell lengths are underestimated is to ana-
lyze spell lengths for subsidy recipients over a longer pe-
riod of time. Researchers added another year of data to
the longitudinal database and found no difference in the
Kaplan-Meier estimates of spell length using the three
years of data.

Table A.1: Comparison of Left-Censored Cases with Noncensored Cases (Oregon)

Cases with spells longer than one month

Analysis October 1997 left- Cases with one Characteristics in the Characteristics in the
sample censored cases month spells first month of spell last month of spell

Number of observations 24,879 14,338 5,659 18,312 18,312

Age of children

     Birth–11 months (age 0) 22% 9% 17% 23% 15%

     12–23 months (age 1 year) 14% 13% 14% 14% 16%

     24–35 months (age 2 years) 12% 13% 13% 12% 12%

     36–47 months (age 3 years) 10% 12% 10% 10% 11%

     48–59 months (age 4 years) 9% 11% 9% 9% 9%

     60–71 months (age 5 years) 8% 10% 8% 8% 8%

     72–119 months (age 6–9 years) 19% 23% 21% 20% 22%

     120+ months (age 10+ years) 6% 8% 8% 6% 7%

Single parent 86% 93% 82% 87% 90%

Work and TANF status (% of families)

     Working, not receiving TANF 45% 67% 26% 50% 63%

     Working, receiving TANF 5% 6% 5% 5% 5%

     Not working, receiving TANF 33% 20% 41% 31% 20%

     Not working, not receiving TANF 16% 7% 26% 13% 11%

Family income: median $573 $840 460 $660 $834

Percent of families with $0 income 12% 6% 19% 10% 9%

Subsidy amount: median $195 $287 $144 $206 $242

Percent of families with no copayment 59% 65% 79% 53% 62%

Median copayment per month $68 $87 $77 $67 $79
(for those with a copay)

Note: 908 cases in September 1999 were excluded (one month long and right censored).
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