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Affordable child care is critical for Maryland children and families. Child care enables parents to pursue their
careers knowing that their children are in good hands. Yet high costs put child care out of reach for many
Marylanders — and this barrier is more prevalent for some than others. Maryland has made significant progress in
recent years in expanding access to its child care scholarship program, which is a critical first step in addressing
affordability. The Maryland Center on Economic Policy strongly supports amending HB 1321 to place
guardrails in statute that ensure the co-pay structure is affordably tiered for low-income
households.

Child Care Scholarship is Critical for Maryland Families and Our Economy

Maryland continues to have some of the highest child care costs in the nation, with costs exceeding more than
$15,000 per year on average, according to one survey — more than in-state tuition at any University System of
Maryland institution.i High-quality child care is most out of reach for parents in low-wage jobs. In Maryland, one in
seven employed mothers of young children worked in a low-wage occupations.i Structural barriers like pay
discrimination put child care even further out of reach for Black, Latinx, and Indigenous parents.ii The Child Care
Scholarship (CCS) Program provides financial assistance for child care costs to eligible working
families.

The CCS enables parents to enter and remain in the workforce by subsidizing the high cost of child care. It gives
parents and children access to licensed early education programs. This means that parents are able to work in order
to provide for the families while at the same ensuring that their children are receiving the care and learning they
need at a critical time in childhood development.

Widespread access to high quality child care is also essential for Maryland businesses and the health of our
economy. The Office of the Comptroller’s 2024 “State of the Economy” report found that rising child care costs are
one of the most significant factors preventing women from rejoining the traditional labor force and that Maryland
has seen a greater decline in the number of women working or actively seeking work than the national average.iV
Maryland’s lower labor force participation rate continues to make it more challenging for businesses to hire the
workers they need.
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Prior to 2018, Maryland had one of the worst child care subsidy programs in the country. That year saw the
beginning of several major improvements in Maryland’s CCS program, including legislation mandating that
scholarship rates rise from gth percentile of the market to at least the 60th percentile, and a regulatory expansion of
family income eligibility from approximately $35,000 to $72,000 for a family of four. In July 2022, the state made
further improvements to the CCS. Scholarship rates were increased to the 70th percentile of the market — for the
first time bringing Maryland into line with federal guidelines — income eligibility was expanded to just over
$90,000 for a family of four, and parental copayments were eliminated for many families and drastically reduced
for all others.

These improvements have made an important difference for Maryland families and our economy:V

e The child care scholarship program now serves about 40,000 children, more than double the number
receiving assistance during FY 2018.

e Based on states’ historical experiences following child care expansions, improved access to care may have
enabled nearly 12,000 women to gain employment, with resulting earnings of up to $380 million.

e By enabling more women to enter the workforce, these child care expansions may have lifted as many as
8,800 Marylanders out of poverty.

e Between the earnings boost from increased employment and families’ cost savings from getting help with
child care, these expansions may have increased household spending by $120 million or more and
generated up to $27 million in state and local tax revenue.

Maryland has a history of imposing enrollment freezes for the CCS program at different times over the past two
decades as a means of cutting costs, preventing otherwise eligible parents from receiving assistance they need to
work and support their family. There is currently a waiting list for the program with an estimated 3,800 children
who qualify but are not receiving funding, and potentially many other families that have been discouraged from
applying due to the enrollment freeze. MDCEP supports full funding of the Child Care Scholarship program and
strongly encourages the General Assembly and the Maryland State Department of Education to work to eliminate
the waiting list and serve all eligible students.

Recommended Improvements — Co-pays

HB 1321 allows MSDE to implement copays on any participants in the Child Care Scholarship program who have
incomes above the Federal Poverty Level and who are not enrolled in certain other public benefits programs. This
could increase revenue available for the CCS program, which could in turn allow more families to receive the
scholarship.

It is our understanding that MSDE is proposing co-pays that start at $10 a month and gradually increase with a
family’s income. However, as passed in the House, this bill creates the possibility for unaffordable co-pays for many
families if a future administration has different priorities. It allows copays to equal up to 7% of a family’s income,
which could be reasonable for a middle-income household, but likely would price out families with more modest
incomes just above the poverty line. For example, a family of three earning just $35,000 a year could be asked to
pay up to $200 per month. This could create a “doughnut” effect in which only the lowest income families who do
not have a copay and higher income families who can more easily afford a copay are able to participate in the
program.

To mitigate this, we urge amendments that ensure co-pays are affordably tiered and that MSDE’s
proposed tiers are more specifically outlined in statute. We also recommend including families enrolled in
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Medicaid or the Children’s Health Insurance Program on the list of public assistance programs whose participants
are not required to pay a copay, for the sake of consistency.

With these amendments, the bill can remain faithful to its intent by ensuring copays in the future are affordable for
everyone who needs childcare assistance.
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