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GOVERNOR’S PROPOSED 2008-09 BUDGET CUTS: 
IMPACT ON CHILD CARE AND DEVELOPMENT SERVICES FOR  

LOS ANGELES COUNTY CHILDREN AND FAMILIES 
 
On January 11, 2008, Governor Schwarzenegger released his proposed 2008-09 State Budget, which 
proposes implementing 10% across-the-board cuts to most General Fund departments.  The proposed 
budget is the Governor’s attempt to address the projected budget deficit of $14.5 billion.  The proposed 
budget would cut child care and development funding by $198.8 million resulting in the loss of services to 
approximately 18,000 children of low-income families across the State.  This policy brief summarizes the 
potential impact of the Governor’s proposed cuts to child care and development services in Los Angeles 
County. 
 
Overview of Child Care and Development Programs Serving Low Income Families 
The California Department of Education, Child Development Division (CDE/CDD) provides child care and 
development services to children from birth through age 12 from low income families and those at risk of 
abuse and neglect.1 Approximately 30% of CDE/CDD child care and development funds are allocated to 
programs located throughout Los Angeles County each year. Approximately 150 private, nonprofit 
organizations and school districts hold contracts with the CDE/CDD to provide educational environments 
with developmentally appropriate activities and links to health and social services to an estimated 
62,8332 children of low-income families.   The Governor’s proposed budget cuts are likely to reduce the 
availability of child care and development subsidies essential to helping parents’ reach self-sufficiency 
while supporting children’s developmental growth and preparation for school and life.   
 
“A 10% cut in our contract changes our business model, which is currently based on 40% “full pay” and 60% 
subsidized families.   To make up for the loss in the contract, we will need to shift more to 50-50 or even 60-40 the 
other way.  We are proceeding with this shift in our enrollments even now in order not to be caught short later.  On 
a micro level, this means survival for us.  On a macro level, this means that those who cannot afford care will once 
again be shut out.  A philosophical change that does not sit well with our Board or staff!” 

- Executive Director of CDE/CDD-contracted child development centers 
 
Proposed Budget Cuts to Child Care and Development Programs in Los Angeles County 
This section provides summary details of the proposed budget cuts.3, 4  (See Table A:  Summary of 
Potential Proposed Budget Cuts for Los Angeles County.) 
 
Cost of Living Adjustment (COLA), Growth, Reimbursement Rates:  No COLA (4.94%) or growth (.69%) 
for child care and development programs, freeze of the reimbursement rates, and no annual update of 
the State Median Income (SMI) used to determine eligibility.5, 6  As a result, programs will face 
challenges meeting the growing costs of operating and their incentive to serve low-income families.  
Furthermore, families lose eligibility for child care subsidies when the SMI is not updated. 
 
Funding for Subsidized Child Care: According to the California Budget Project, of the $198.9 million 
dollar cut to child care and development services, Los Angeles County’s share of cuts is estimated at 
$55,989,000 resulting in a loss of 5,170 child care slots for low-income families. Three types of child care 
and development programs serving low-income families in Los Angeles County would potentially 
experience reductions in their allocations: 
 

 State Preschool:  Offers part-day, part-year comprehensive child development services for 
children ages three to four years old from low-income families.  A small number of programs are 
funded as full-day preschool.  A potential loss of $12,191,765 resulting in 1,399 less spaces 
available for three and four year old children. 
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 General Child Care:  Provides primarily center-based child care and development services to 

low-income children from infancy through 12 years old of mostly working parents. Twenty-three 
organizations also sponsor Family Child Care Home Education Networks to serve similar 
populations of families in family child care homes.  A potential loss of $27,949,744 would result in 
1,467 fewer full-day, full year spaces available for mostly infants, toddlers, and preschoolers. 

 
“According to the Governor, ‘normal attrition rates in these programs should reduce the likelihood of a currently 
enrolled child losing his or her slot.’  Reducing the number of children served in the classroom does not save 
money. We still need to pay our teachers and the operating cost of the classroom.  Rather, we would need to close 
the classroom, thus eliminating services to 23 children rather than a few.” 

- Operator of a multiple CDE/CDD-contracted programs  
 

 Alternative Payment Programs:  Voucher program that allows income-eligible families to select 
from a range of program types, including centers, family child care homes, and family, friend or 
neighbor (license-exempt care). A potential reduction of $8,299,017 means fewer low-income 
working families will receive the subsidies for which they are eligible. 

 
 Extended Day (Latchkey) Program:  Provides a safe environment and developmentally 

appropriate activities for children before- and after-school and during school vacations.  A 
potential loss of $1,349,349 resulting in 234 fewer spaces for school-age children. 

 
Resource and Referral:  Ten organizations in Los Angeles County provide resource and referral services 
to families needing child care and development services.  The resource and referral agencies also 
provide support services to child care and development programs and operate Alternative Payment 
Programs.  Los Angeles County Child Care Resource and Referral Agencies (R&Rs) potentially may 
have their budgets cut by 6.4% or, in the aggregate, $498,520. 
 
Child Care Initiative:  The R&Rs receive funds to recruit, train, and support new family child care 
providers committed to serve families with infants and toddlers.  A potential 6.4% cut to this initiative 
results in $28,320 less funds available in Los Angeles County dedicated to this effort. 
 
Los Angeles Centralized Eligibility List (LACEL):  The LACEL helps connect eligible low-income families 
with child care subsidy programs.  As of March 6, 2008, approximately 42,424 children of 27,000 eligible 
families were registered on the LACEL for child care subsidies, but not being served.  The Office of Child 
Care receives an allocation of $500,000 per year to administer the LACEL.  If the Governor’s proposed 
across the board cuts are realized, fewer funds will be available to make upgrades and improvements 
designed to facilitate better utilization of the system by current child development contractors and 
families.  A potential 6.4% cut would result in $32,000 less funds for this vital service. 
 
Investing in Early Educators Stipend Program:  Designed to increase the retention of teachers working in 
child development programs serving mostly low-income families, this program also helps teachers work 
towards completing college coursework that contributes towards a degree in child development by 
providing stipends awards.  Currently funded at $4.25 million per year, Los Angeles County will 
potentially face a 26% cut, a reduction of $1.105 million.  Tough decisions will need to be made between 
reducing stipend amounts or providing stipends to fewer eligible applicants.  Stipend awards have 
typically ranged from $1200 for three units to $2400 for six units.  Additional stipends ranging from $250 
to $750 have been awarded for persons obtaining an Associate of Arts, Bachelor of Arts, or Master 
degree in child development. 
 
Local Planning Council (LPC):   The Child Care Planning Committee (Planning Committee), serving as 
Los Angeles County’s LPC, has a legislative mandate to:  establish priorities for CDE funding; conduct a 
countywide needs assessment every five years; and facilitate collaboration among child care providers, 
health and social service providers, parents, and others to meet local child care needs.   A potential cut 
of 6.4% would result in a loss of $38,198, which would decrease the Planning Committee’s ability to 
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respond to and engage in activities that inform and help further planning efforts at the city and community 
levels. 
 
Child Care Facilities Revolving Fund:  The Governor proposes eliminating these funds available to 
programs to make major repairs and quality upgrades to their facilities. 
 
CalWORKs Stages 2 and 3 Child Care:  Administered by the CDE/CDD, CalWORKs Stages 2 and 3 are 
funded based on projected caseloads and are therefore exempt from reductions.  Of note, the CDE and 
the Alternative Payment Programs are reporting a shortage of 2007-08 funds for CalWORKs Stage 2.  
While the Department of Finance has released funds from the reserve, the allocation falls short of the 
need.  The Alternative Payment Programs have been notified by the CDE to not accept new recipients if 
doing so would result in over enrollment.  Rather, they are recommending referring the otherwise eligible 
families to the county welfare department Stage 1, a problem for counties with limited resources.7 
 
Learning Supports for School Age Children:  The Governor has proposed cuts of 10.89% to the After 
School Education and Safety (ASES) Program to be addressed by a ballot measure to amend 
Proposition 49.  Additionally, the California School Age Families Education (Cal-SAFE) Programs, some 
of which are also funded to provide child care and development services to help parenting teens meet 
their educational goals, are slated for a 10.9% reduction in funds.8 
 
Community Care Licensing:  The Governor’s proposed budget would reduce unannounced visits to 
licensed facilities, including child care centers and family child care homes, from 30% to 14% annually.  
Consequently, each licensed facility would receive an inspection to ensure the health and safety of 
children approximately every seven years.  The National Association of Child Care Resource and 
Referral Agencies has ranked California at 47 for “meeting basic requirements needed to protect the 
health and safety of children in child care, and to promote their school readiness.”9  No reductions for 
programs found out of compliance with licensing regulations will be reduced.  Nearly 11,000 family child 
care homes and approximately 3000 facilities are licensed to provide child care and development 
services in Los Angeles County. 
 
In summary, the Governor’s budget proposal for 2008-09 would greatly impact the availability of child 
care and development services available throughout Los Angeles County.  With the data currently 
available, the potential financial loss to CDE/CDD-contracted child care and development programs is 
estimated conservatively at $51,421,913.10  Moreover, the loss of spaces to serve children from low-
income families is estimated at over 3000 (Notes:  number of children potentially impacted by the loss of 
Alternative Payment Program dollars was not available at the time of this printing).11 
 
Recommendations by Legislative Analyst’s Office (LAO) 
On February 20, 2008, the LAO released its report, Analysis of the 2008-09 Budget Bill, Education 
Chapter, in which are outlined alternatives to the Governor’s proposals for child care and development.12  
Noted in the LAO’s comments, approximately $200 million of CDE/CDD’s appropriation per year for the 
last five years has not been spent either because the CDE/CDD has been unable to award contracts up 
to the full amount, or providers have not earned their full contracts due to either not serving the number 
of children expected or not spending money on allowable expenses owing to such things as delays in 
planned facility expansions.  The LAO concludes that the results of the unspent funds mean fewer 
children are served and more children languish on the eligibility list. 
 
To address the “underlying budget problem”, the LAO recommends adjustments to the Child Care and 
Development budget as follows: 
 
 Funding growth:  Allocate 2007-08 unused funds to fund growth to “maintain the relative size of the 

wait-list to the pool of children receiving service.” 
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 Making a one-time alignment to correct for chronic carryover:  The LAO recommends reducing the 
CDE/CDD budget by the estimated $120 million of 2007-08 funds likely to go unused.  The LAO 
further suggests no COLA for 2008-09. 

 
 Taking steps to reduce the amount of unspent funds in the future:  The LAO recommends that the 

Legislature hold informational hearings to consider various reform options, including: 
 

1)  procedural changes that allow the CDE to reallocate contract funds to existing providers in good 
standing who are under- or over-earning their contracts;  
 
2)  grant-based contracts with minimum attendance requirements rather than reimbursement-based 
funding; and  
 
3) increasing flexibility to allow providers to shift funds between CDE/CDD program types. 

 
Special Session 
On February 16, 2008, Governor Schwarzenegger approved ABX3 4, the education bill containing the 
child care and development cuts effective this current year (2007-08).13, 14  In summary, $183,209,916 of 
unspent child care and development funds were reappropriated to the state general funds.  The following 
programs reflected unexpended funds dating back to 2003 to the present:  preschool, CalWORKs  
Stage 2, CalSAFE child care, general child care, and the Child Care Facilities Revolving Fund. 
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Summary of Potential Proposed 2008-09 Budget Cuts for Los Angeles County 
California Department of Education Child Care and Development Programs 

 
2007-08 2008-09 Program 

Allocation 
 

Estimated 
Number of 
Children 
Served 

Estimated 
Allocation w/ 
COLA &/or 

Growth 

Estimated 
Allocation w/ 
Reduction1 

Estimated 
Number of 
Children 
Served 

Potential 
Loss of 
Funds 

Potential 
Loss of 
Spaces 

Cuts 
(in 

percentages) 

California Department of Education/Child Development Division 
State Preschool 
 $115,419,533 28,359 $121,917,653 $109,725,887 26,960 $12,191,765 1,399 (6.4%) 

General Child Care/ 
Family Child Care Home 
Education Network 
 

$272,079,825 29,728 $259,079,825 $259,448,175 28,261 $27,949,744 1,467 (6.4%) 

Latchkey 
 $12,774,300 4,746 $13,493,493 $12,144,144 4,512 $1,349,349 234  (6.4%) 

Alternative Payment (AP) 
 $77,904,162 5,774 $82,290,166 $74,061,150 Not available $8,299,017 Not 

available (6.4%) 

Resource & Referral 
 $4,750,523  $4,985,199 $4,486,679  $498,520   (6.4%) 

Child Care Initiatives 
 $441,880  $413,560  $28,320  (6.4%) 

Investing in Early Educator 
Stipend Program 
 

$4,250,000 
 

$3,149,250 
 

$1,105,000
 

(25.9%) 

Los Angeles Centralized 
Eligibility List 
 

$500,000 
 

$468,000 
 

$32,000
 

(6.4%) 

Local Planning Councils 
 $364,000  $381981 $343,783  $38,198   (6.4%) 

California Department of Education/Learning Supports 
California School Age 
Families Education 
(Cal-SAFE) Child Care 
 

 
 

County data not currently available 
(10.9%) 

After-School Education 
and Safety (ASES) 
Program 

$152,228,978 112,762
 

$135,651,242 100,482 $16,577, 736 12,280 (10.89%) 

                                                 
1 The estimated CDE/CDD allocation was calculated by adding in the COLA (4.94%) and/or Growth (.69%) as appropriate depending on program type to the 
current year allocation, then applying a 10% cut, which works out to an approximate 6.4% cut in funds from current year allocations.   

Table A
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