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This research brief outlines potential revenue generation strategies for First 5-funded programs and initiatives to consider for the future.  These strategies have been gleaned from extensive research by SEI on financing methods used around the country for many types of early childhood health and development activities.  

A critical aspect of sustainability is to have multiple dependable sources of income, with on-going efforts to diversify funding streams so that cutbacks from one source can be compensated by growth in other revenue sources.
The brief is organized into three sections.  The first section contains general revenue strategies that are being used successfully to finance children and family services; these options are not limited to a particular type of service.  The second section describes the primary financing strategies used around the country for five categories of services – early mental health and special needs, family support programs (including Family Resource Centers), home visiting programs, early care and education capacity building, and early literacy.  The third section contains suggested approaches and criteria to use for evaluating the different strategies and selecting optimal revenue generation approaches.
GENERAL REVENUE STRATEGIES
The following income-producing strategies have been used effectively by organizations around the country to help finance a broad range of children and family services.  These strategies may be considered by many types of early childhood development and family support services.

	Federal entitlement and grant programs:



	1. Medicaid.  Between basic Medicaid services and additional coverage available under the State Children’s Health Insurance Program (SCHIP), federal Medicaid funds can cover a broad range of health care services for children with family incomes up to 250 percent of the Federal Poverty Level (FPL).  SCHIP funds are used for the Healthy Families program in California, which extends the basic Medi-Cal program. A broad range of medical, dental and mental health screening and treatment services are covered, although coverage for mental health treatment services excludes conditions such as severe brain damage or mental retardation that are not expected to respond to short-term therapy.  Billing Medi-Cal or Healthy Families for appropriate treatment services provided to income-eligible children, if such billings are not currently maximized, is a valuable approach to help stretch local dollars further.



	2. Medicaid Early and Periodic Screening, Diagnosis, and Treatment Program (EPSDT).  EPSDT is designed to improve primary health benefits for children with emphasis on preventive care.  Regular and periodic exams are covered for all eligible children under the age of 21, along with any medically necessary services prescribed by the exams.  EPSDT funds are used for the Child Health and Disability Prevention (CHDP) program in California.  County-level discussions can explore whether CHDP is being billed for all health assessment and referral services being provided by First 5-funded programs.


	3. LEA Medicaid Billing.  In California, the Local Education Authority (LEA) Medi-Cal billing program allows local education agencies to receive reimburse​ment for direct health and mental health assessment and treatment procedures, along with case management services provided to children age 0-21 enrolled in Medi-Cal.  Reimbursable services include psychosocial status assessments, developmental assessments, health education, and child/family counseling.  Service delivery can be contracted out if a similar service is provided within the LEA.  Close coordination with the school district and rigid procedures are required to ensure that reimbursement claims are properly prepared only for eligible services, but it is a resource not being fully utilized in many communities.


	4. Medicaid Targeted Case Management (TCM).  TCM is designed to assist specified Medi-Cal recipients – which includes children at risk of abuse or neglect and unfavorable developmental, behavioral, psychological and social outcomes – with access to necessary medical, social, educational and other services.  TCM can cover creating individualized service plans, provide linkage and referral services, assist with transportation, arrange translation services, assist with crises, and monitor progress.  Eligible services can receive 50% Federal reimbursement, with the other 50% covered locally.  MAA claims must be processed by Local Governmental Agencies or Local Educational Consortia.  Substantial setup and administrative requirements apply to claiming TCM dollars, but there are numerous counties across California (including rural areas) that are successfully leveraging significant funding through TCM.


	5. Medi-Cal Administrative Activities (MAA).  MAA offers a way to obtain federal reimbursement for the cost of certain administrative activities necessary for the proper and efficient administration of the Medi-Cal program, including outreach, enrollment assistance and non-emergency / non-medical transportation to Medi-Cal services.  Eligible activities can receive 50% Federal reimbursement, with the other 50% covered locally.  MAA claims must be processed by Local Governmental Agencies or Local Educational Consortia.  Costs to coordi​nate CHDP/EPSDT screenings, assure access to Medi-Cal, follow up on CHDP/EPSDT service provision and other activities can be reimbursable under MAA.  As with TCM, this leveraging resource is being used successfully in a number of counties around California.


	6. Title IV-E Foster Care and Adoption Assistance.  Federal reimbursement can be obtained for 50% of administrative costs related to services to help prevent placement of young children in foster care where the children are “reasonable candidates” for removal from their homes.  Santa Barbara County was the first and, for many months, only county to receive Title IV-E administrative cost reimbursements, using this source to help pay for early mental health programs and services for children with special needs.  The California Department of Social Services has since issued communication to all County Welfare Directors that Title IV-E reimbursements can be sought by any county for eligible services.  Reimbursable services include referral to services (but not arranging for or providing services), assisting with child placement, development of a case plan, case management and supervision, data collection and reporting, and recruitment and licensing of foster care homes and institutions.


	7. Title V- Maternal and Child Health.  Title V is a block grant that targets a broad range of health issues affecting income-eligible pregnant mothers and children to age 21, including children with special health care needs.  States must apply annually to receive Title V funds.  These funds are used in California for the Maternal, Child and Adolescent Health (MCAH) program, which is largely operated through the county Public Health departments.  MCAH services can include assessment, referral and case management.  A potential opportunity to explore is whether MCAH services can be coordinated further with local children’s services to increase the degree of leveraging of these funds.


	Other public (governmental) funding sources open to different types of organizations:



	1. Local fees and special taxes.  There are numerous examples of local ballot initiatives creating on-going funding streams for children’s services.  Pinellas County and Palm Beach County in Florida adopted a children’s special taxing district to create new funding for children’s services.  Measure K in Oakland, California set aside 2.5% of annual City general fund revenues specifically for children and youth services.  In the State of Washington, counties are authorized to increase marriage license fees in order to raise money for family courts and other family services.



	2. State user fees and special programs.  Alaska, Washington and other states have special programs designed specifically to raise money for family support services.  One approach that has been used effectively is to sell heirloom birth certificates and channel the proceeds to family services.



	3. Local distribution of federal grants.  Some cities and counties have been creative in using federal Community Development Block Grant (CDBG) and Community Service Block Grant (CSBG) funds, together with other local funds, to fund a broad range of human services.  An example from Nevada is a consortium of Washoe County and the Cities of Reno and Sparks that pools CDBG, CSBG and a portion of hotel room tax dollars to issue annual grants to local organizations for health and human services.



	4. Special early childhood initiatives.  The two most prominent examples are First 5 in California and Smart Start in North Carolina, providing a long-term funding stream from public sources outside of traditional federal/state systems that is specifically earmarked for early childhood development.



	5. 21st Century Community Learning Centers.  This federal grant program supports the creation of community learning centers that provide academic enrichment opportunities during non-school hours for children, particularly students who attend high-poverty and low-performing schools. Although focused on school-age children (not age 0-5), these grants have helped fund child enrichment activities and literacy and other educational services to the families of participating children.


	6. Tobacco settlement funds.  Payments from the master settlement agreement from the joint state lawsuit against tobacco companies can be used in any way desired by the governmental entity receiving the funds.  A portion of the funds received by each state are distributed further to the counties in the state.  Many states and some counties have allocated a substantial portion of their tobacco settlement dollars to children and family services.  This is one of the few funding sources that is projected to increase over time.  Payments to the California state government are projected to be about $400 million in 2005, rising to $460 million in 2009.



	7. Children’s Trust Fund.  Many states, including California, have set up a Children’s Trust Fund to collect public contributions, voluntary donations submitted on state tax returns, revenue from sale of specialized license plates and other income.  Massachusetts sells an “Invest in Children” license plate, with revenues used to support a Child Care Quality Fund.  Colorado has a voluntary income tax check-off to provide funding for child care.  The California Children’s Trust Fund is administered by the state Office of Child Abuse Prevention (OCAP).  Historically, these funds have gone to family support services, but advocacy for enhanced funding such as an additional income tax check-off option on state tax returns to earmark funds for other types of early childhood development services or to designate that funds flow back to the counties where contributors reside could expand the funding pool.



	Other public (governmental) funding specifically for school-based programs, available to school districts but not to other types of organizations:



	1. Title I Grants to Local Education Agencies. Often referred to as simply “Title I,” this funding stream is the largest federally funded elementary and secondary (K–12) education program. Title I provides funds to local education agencies (LEAs) to improve the academic performance of students who are failing or most at risk of failing. Grants are targeted to schools with high concentrations of children from low-income families. Title I dollars also are used to increase parental involvement and coordinate school services.  The key is working with school districts to allocate these funds to qualifying schools through their LEA plans.



	2. Rural Education Achievement Program. The Rural Education Achievement Program (REAP) aims to help rural communities compete effectively for federal grants and receive program allocations that are large enough to make a meaningful impact on the targeted issues. One of the most important REAP initiatives is the Small, Rural School Grant Program. This program provides supplemental funds for Title I and the Safe and Drug-Free Schools and Communities program. REAP funds flow by formula grant through state education agencies to school districts in rural communities that meet specific criteria.


	Service fees:



	1. Sliding fee scales.  A common approach across many types of services is charge a fee for services based on the client’s ability to pay.  This can also be structured as a voluntary donation rather than a mandatory fee.



	2. Service fees based on level of service.  A different approach is to link service fees to some aspect of the level of service.  An example would be to provide basic capacity building services for free, but include a fee component for more in-depth services on an ability to pay basis.  Another variation is to provide free services for a defined time period and then charge fees on an ability to pay basis for longer service periods.



	Funding from private organizations:


	1. Foundation grants.  Numerous foundations have a specific interest in funding programs to serve children and families.  Foundation grants are typically not recommended as a primary source of annual funding but can be very effective in obtaining “bridge” funding for a limited time period or funding for special projects and program expansions.


	2. Community Reinvestment Act.  The Community Reinvestment Act (CRA) is a federal law designed to encourage banks and thrifts to meet the financial credit and service needs of low- and moderate-income neighborhoods.  Financial institutions provide grants and/or loans to community-based organizations that enable the institution to meet their federal CRA requirements.  The Child Care Development Project in Maine has used this approach to finance various early care and education activities.  The Cascadia Revolving Fund in Washington and Oregon secured a $150,000 grant and over $500,000 in loans from a large bank to support technical assistance to child care providers.  Banks in many areas have supported development and operation of local health centers.  Chicago-area banks gave grants to provide financial training and services to families to promote family economic success.  Understanding of the CRA requirements can be an important way for the First 5-funded initiatives to collaborate and get support from local financial institutions.


	Community giving:



	1. General public solicitations.  Community giving campaigns, when conducted effectively, can be an excellent annual source of unrestricted income while also serving to promote an organization or initiative and its services.  As one example, the Food Bank of Northern Nevada raised almost $600,000 last year solely from contributions from private individuals, representing over 25% of their total revenues.  Campaigns may be broad in nature, or may focus on sub-groups within the community (e.g. business sponsorships, being “adopted” by civic groups, etc.).



	2. Local support groups.  Community members that believe in a program or service are often willing to lead ongoing campaigns to raise funds, provide volunteer resources and provide other support needed to sustain the program or service.  Common examples are Friends of the Library, school booster clubs, and hospital auxiliary foundations.  The same concept has been applied in some communities to engage local residents in supporting after school programs, school-based resource centers and other types of family services.  In some places, separate nonprofit entities have been created to receive and manage funds independently of the school district; in other cases, the school district may set up a special fund or even work with a local community foundation to have them establish and manage a special fund.



	3. United Way.  In addition to designated payroll contributions to United Way campaigns and grants from local United Way agencies, local United Way branches can elect to participate in the national Success by Six initiative in which the United Way seeks to build public/private partnerships to raise funds for early childhood development programs.  Success by Six funds have mostly gone to child care programs but have been used in some places like North Carolina to fund home visiting and other services.  As other examples of the potential here, First 5 Contra Costa County was able to partner with their United Way to pool funding for a program of mutual interest, and the United Way in Santa Barbara County is coordinating with First 5 Santa Barbara County to distribute all of their available funding for early childhood development and family support services.


	4. Special events.  Special events are another way to simultaneously raise awareness about a program while raising money.  Events can take several years to build up to the point of producing significant income but, once established, can be valuable annual sources of additional unrestricted income.  Numerous examples exist of nonprofits generating $50,000 or more – after deducting event costs and staff time expenses – from annual events.



	5. Public/private partnerships.  As an example of what can occur through public/private partnerships, the Homework, Enrichment, Acceleration, Recreation and Teamwork (HEART) Literacy Enrichment After School program in Tulare County, CA, raised $400,000 in new revenue in two years through a collaborative effort involving the local newspaper, a hospital, the county health department, businesses and local family foundations.  They have been able to build upon and sustain their early successes for over ten years now, as evidenced by securing over $200,000 in funding commitments from local community supporters in 2007.


	6. Donor advised funds.  Many community foundations are willing to work with local nonprofit organizations to market donor advised funds, where potential donors are given information about specific programs to consider supporting.  Such campaigns create a win/win partnership, marketing the community foundation’s services as well as generating income for community-based organizations.  As evidence of their increasing popularity, donor-advised fund assets nationally jumped from $2.4 billion in 1995 to $12.3 billion in 2001, according to the Chronicle of Philanthropy, and then doubled again from 2001 to 2007.  Assets in donor-advised funds climbed 24% to $21.65 billion last year, making this type of fund the fastest-growing charitable vehicle per the National Philanthropic Trust.


	Other sources of income:



	1. Training/consulting fees.  Organizations that have been successful in establishing model programs can consider marketing those programs to other communities, charging fees to provide a curriculum, training, materials and consulting services to assist other communities with implementation of the model.  As one example, Oregon’s Birth to Three family resource center put together a curriculum on parenting teenagers and marketed it to other family resource programs, generating over $50,000 in income.  Another form of this approach is to provide fee-based training for other service providers on topics where the organization has specialized expertise of interest to other providers.



	2. Sales of products and services.  This approach involves resale of third-party goods at a profit.  Variations on this theme include selling products of special interest to the clients served by an organization, obtaining and reselling excess corporate inventories, serving as a broker for selected goods (such as insurance), and conducting online auctions to resell donated or discounted goods.


	3. Social entrepreneurship.  There are numerous models for generating income for nonprofit services by operating for-profit businesses.  The most successful examples have been where a nonprofit can build a viable business that is highly synergistic with its nonprofit mission and operations.  Three models that have worked most frequently are:

· Direct service social enterprise – taking the same services delivered to nonprofit clients (or adapted forms of these services) and marketing them on a fee-basis to different audiences.  Examples: nonprofit substance abuse treatment and counseling programs that re-package their services as Employee Assistance Programs to market to businesses, nonprofit senior service agencies providing in-home support services that contract with for-profit home health care agencies to provide fee-based services.

· Affirmative social enterprise – creating a business that trains, employs and otherwise assists the nonprofit’s clientele while also generating earned income for the nonprofit.  Examples: Udac Mailing trains and employs persons with physical and developmental disabilities to provide direct mailing services and document shredding services to other nonprofits plus for-profit businesses; multitudes of businesses (cafés, landscaping, temporary staffing, computer services, building maintenance, retail operations, etc.) train and employ homeless, low-income or disabled individuals.

· Leveraging core competencies – applying a strong internal capability of the organization in new ways to create a competitive for-profit business.  Example: Redwood Community Action Agency in Eureka, CA had a strong business capability in low-cost, highly efficient building repair and weatherization gained from assisting low-income families with their housing needs and turned this into a successful for-profit building remodeling business.
Conversely, many nonprofits have spent considerable time and money to establish businesses that failed, draining rather than adding to their resources; this is most common when the business was not well conceived or did not directly leverage the strengths of the nonprofit.


FINANCING STRATEGIES FOR SPECIFIC TYPES OF SERVICES
This section describes other financing strategies that focus on five specific categories of services –early mental health and special needs, family support programs (including Family Resource Centers), home visiting programs, early care and education capacity building, and early literacy.  Please note that these are ADDITIONAL strategies beyond the ones listed in the preceding section of this research brief.  Many of the financing strategies listed in the preceding section are also tapped for the service categories described below.

Early Mental Health and Special Needs
The funding sources listed in the table below are being used specifically to support early mental health services and services for children with special needs.
	Federal entitlement and grant funding:



	1. Individuals with Disabilities Education Act (IDEA).  Under IDEA, Part C is a block grant to provide children from birth to three with screening and early intervention services to address disabilities, including developmental delays.  Other components of IDEA provide special education support for preschool-age children.



	2. Community Mental Health Services Block Grant.  This block grant is focused on improving community-based service delivery systems that assist people with severe mental illnesses.  The block grant is administered by the California State Department of Mental Health.  The emphasis is on adults but funding can be used to assist systems for children with severe emotional disorders



	State governmental funding:



	1. Mental Health Services Act (MHSA or Prop 63).  MHSA is projected to provide $670-750 million of funding statewide for Community Program Planning, Community Service and Supports, Capital Facilities and Technological Needs, Education and Training, Prevention and Early Intervention, and Innovation.  MHSA focuses on adults, older youth and people with diagnosed severe mental illness so it can be difficult to find a place for children age 0-5.  The county MHSA plan would need to show how young children should be served with Prop 63 funds.  As an example of this can be done, however, the L.A. County plan identifies priority populations that include children 5 or younger in the child welfare system and pregnant women with identified mental illnesses.  MHSA funding can also potentially pay for infrastructure and resources that would be shared by early mental health providers, even if Prop 63 funds don’t go directly to early mental health services per se.



	2. Early Start.  Infants and toddlers (age 0 to 36 months) who are at risk of becoming developmentally disabled or who have a developmental delay may qualify for early intervention services, including family training and counseling, home visits, assistive technology, therapy, nursing services and other services.  The Early Start program in California is financed by state general funds together with a portion of federal IDEA Part C funds.  A statewide network of Regional Centers is funded through Early Start.  One strategy is to explore whether there is room to further optimize the appropriate use of Regional Center services in order to fully utilize Early Start resources.



	3. AB602 Special Education funds.  The Special Education Reform Act (AB602) was passed in 1997 to reform financing for special education services.  It serves to coordinate state funding (which also blends various federal funding sources) for special education services that include services for children age 0 to 5 based on the pupil population in each Special Education Local Plan Area.



	Private funding sources:



	1. Private insurance reimbursements.  A recent study by the UCLA School Mental Health Project on financing mental health for children noted that some families have private health insurance (often at least partially employer-paid) that covers diagnostic and treatment services for children with mental health issues or special needs.  Seeking reimbursement from private insurance sources and/or guiding families to use private resources when they are available can stretch public funds.


Family Support
The funding sources listed in the table below are being used around the country specifically to finance Family Resource Centers and other types of community-based family support programs.

	Federal entitlement and grant funding:



	1. Child Abuse Prevention and Treatment Act (CAPTA).  CAPTA seeks to identify and address issues of child abuse and neglect, and to support effective methods of prevention and treatment.  Funds are provided through a block grant to states, which in turn can release funds to community-based organizations, mainly under Title II, Community-Based Family Resource and Support Programs.  These are administered through the state Office of Child Abuse Prevention (OCAP) in California and are allocated to the counties by OCAP.  CAPTA funds are used in many counties for family counseling and Family Support Centers.



	2. Department of Justice grants.  Annually, the federal Department of Justice (DoJ) provides various grants to community-based organizations working to reduce domestic violence and child victimization.  Grants for federal fiscal year ending 9/30/05 are closed but new grant programs should be announced by the end of the year.



	3. Early Head Start.  Early Head Start provides competitive grants to promote positive child develop​ment from birth to age three.  Family support services and early literacy are components of the broader collection of services funded under Early Head Start.



	State governmental funding:



	1. Public schools.  Many federal and state funding sources are blended together to provide funds for local school districts.  A portion of the local school district funds may then be allocated to family support centers and activities that are either school-based or school-linked.  This is a very common funding source for Family Resource Centers in many counties and states around the country.  It is valuable to fully explore whether there are win-win strategies to increase funding for both the schools and the Family Resource Centers through collaborative efforts.



	2. Child welfare system.  Here also, many federal and state funding sources are brought together to support the state Child Welfare System (CWS) administered by the California Department of Social Services.  The redesign of the CWS currently being implemented calls for greater utilization of community-based organizations, particularly for early intervention services to families who are at risk of becoming involved in the child welfare system, and has Family Support as a core strategy for improving child and family outcomes.  It hard to confidently predict how CWS funding to local entities will change over the next few years, but implementation of the CWS redesign must obviously be monitored closely as it could potentially have a significant effect on plans for the long-term sustainability of family support programs



	3. California School Age Family Education (Cal-SAFE).  This program is designed to increase the availability of support services necessary for enrolled expectant and parenting students to improve academic achievement and parenting skills, and to provide a quality child care/development program for their children.


Home Visiting Programs
The funding sources listed in the table below are being used specifically to support newborn home visiting programs around the country.
	Federal entitlement and grant funding:



	1. Temporary Assistance for Needy Families (TANF). At least 24 states use TANF funds to partially finance home visiting services for income-eligible families, linking home visiting to one of the four core purposes of TANF like Encourage the Formation and Maintenance of Two-Parent Families.  States specify their use of TANF funds in a state plan submitted to the federal level.  TANF funds are used for the CalWORKS program in California.  One clear link is to seek a Community Challenge Grant to reduce teen and unwed pregnancies, given solid research data on the effectiveness of home visiting programs in reducing or delaying further births among teen and unwed mothers.


	2. Title IV-B of the Social Security Act.  These funds are used for services related to Child Welfare and Safe and Stable Families (Family Preservation).  At least five states polled by Healthy Families America were collectively tapping over $36 million of these funds for home visiting services.  Given the substantial changes to the child welfare system occurring in California through the recent redesign process, it is worth further analysis to see if/how newborn home visiting may have a role as a funded activity within the child welfare system.



	3. Early Head Start.  Early Head Start provides competitive grants to promote positive child develop​ment from birth to age three.  A recent grant cycle funded home visiting programs in 20 states focused on family and neighbor (non-parent) caregivers; three states use this to fund home visits targeted to parents.



	4. Part C Early Intervention.  This is a block grant to provide children from birth to three with screening and early intervention services to address disabilities, including developmental delays.  At least two states channel a portion of these funds to newborn home visiting programs as a strategy to address Part C issues.


	State governmental funding:



	1. State TANF Maintenance of Effort (MOE).  This is a requirement that a state must spend at least a specified amount of state funds for benefits and services for members of needy families each year. A broad, but not unlimited, array of benefits and services for low-income families with children can count toward satisfying a state’s MOE obligation; these need not be the same services that federal TANF dollars are used to fund.  Six states direct a portion of their state MOE dollars to home visiting programs covering newborns.  California largely spends its MOE dollars on the CalWORKS system.  As noted above under Title IV-B funding, advocacy efforts can seek to position home visiting programs as an effective platform to achieve important goals of the CalWORKS system, particularly given the prevention-focus of the new Child Welfare System Re-design.


Early Care and Education
The funding sources listed in the table below are being used around the country specifically to finance early care and education (ECE) activities including facilities development, child care and preschool program operations, child care provider training, retention efforts, quality improvement and other forms of capacity building.

	Federal and state governmental funding:



	1. California Department of Education (CDE) Child Care and Development Programs.  The predominant source of operating funds for preschools has come from several state CDE programs.  Preschool expansion has often come from creative work to coordinate funding from all of these sources in order to maximize the number of slots that can be operated for children and to create an array of different types of slots with different eligibility criteria.  The state CDE programs are:

· General Child Care and Development – for center-based child care rather than preschools per se

· State Preschool

· Migrant Child Care and Development

· Prekindergarten and Family Literacy



	2. Head Start.  Head Start is a direct federal-to-local program administered by the Office of Head Start within the federal Administration for Children and Families to provide comprehensive developmental services for low-income children from birth to entry into elementary school.  National advocacy to defend existing Head Start budgets and obtain larger appropriations for this program can play an important role in determining local strategies for maximizing the use of Head Start programs as a key element of an overall quality preschool system.



	3. Child Care Facilities Revolving Fund (CCFRF).  CCFRF is another program of the California Department of Education that provides funding: (1) for the purchase of new re-locatable child care facilities for lease to school districts and contracting agencies that provide child care and development services; and (2) for the renovation, repair, or improvement of an existing building to make the building suitable for licensure for child care and development services.  These are interest-free loans that must be repaid over a ten year period; they are not grants.  Nonetheless, the program has been very useful in some counties to fund capital improvements for preschool facilities.



	4. CARES/AB 212 – Provider Incentives.  These are statewide programs of First 5 and the California Department of Education (CDE) designed to assist in retaining qualified staff in child development programs by awarding cash stipends to teachers who are working directly with children in child care centers.  The CARES program funded by First 5 Monterey County can be used to offset some operating costs by paying for training and other quality improvement activities, and providing stipends to teachers that complete training.



	5. Child Care Initiative Project.  The project is a public/ private partnership combining state funds with private corporate and foundation contributions, administered by the California Child Care Resource & Referral Network. Funds are allocated to support local Resource & Referral agencies in training child care providers and recruiting new local partners.



	6. California School Age Family Education (Cal-SAFE).  This program is designed to increase the availability of support services necessary for enrolled expectant and parenting students to improve academic achievement and parenting skills, and to provide a quality child care/development program for their children.



	Local public funding:



	1. Local government general revenues.  In many cities and counties around the country, general revenues from local tax collections and service fees are being invested at least to a limited degree in ECE-related programs.



	2. Local children’s fund.  Proposition J in San Francisco provides a fixed set-aside of local property tax dollars to go to children’s services, with 25% of these funds specifically earmarked for child care services that include infrastructure development such as health insurance for child care teachers and program capacity building.  Measure K in Oakland created a similar fund from city funds.  This option and the other strategies listed below in this Local Public Funding section require careful planning and substantial effort, but can yield sustainable funding streams.  A free publication called “Creating Dedicated Local Revenue Sources for Early Care and Education” from The Finance Project has excellent practical information on this and similar options; it is available for download at http://www.financeproject.org/Publications/Local_revenue_early_care.pdf. 



	3. Developer fees earmarked for ECE.  The City of West Sacramento has adopted a local ordinance specifying that a portion of developer’s fees are deposited into a fund to use for child care services and infrastructure development.  The County of Santa Cruz has a similar ordinance but uses funds from developer’s fees to provide loans to child care centers and family child care homes.  The cities of San Francisco and Concord also have developer fee programs to support child care.



	4. Dedicated sales tax.  The City of Aspen, Colorado passed a 0.45% add-on to their sales tax and dedicated these funds to child care and affordable housing.  20% of these funds collected each year are being deposited into a Child Care Trust Fund to provide sustainable revenue after the tax expires in 2010.  A portion of the funds are earmarked specifically for ECE infrastructure, with the rest going to child care subsidies for low-income families.  The City of Ames, Iowa (pop: 48,000) generates over $450,000 a year for human services including child care from a similar tax.



	5. Child care licensing fees.  Virginia assesses an annual fee on licensed child care centers and family child care homes, and uses the fees to support child care quality improvement efforts including training workshops and technical assistance materials.



	Private funding sources and public/private partnerships:



	1. Low Income Investment Fund ABCD Initiative.  Launched in 2003, LIIF's ABCD Initiative is a California-wide collaborative dedicated to building a comprehensive and sustainable financing and support system for child care facility development. ABCD is expected to support 15,000 child care spaces in California by 2010.  The initiative has four components: (1) the ABCD Fund to provide financing; (2) ABCD Development Assistance to increase quality child care spaces in low income communities by building partnerships with community developers to support the inclusion of child care facilities within health, faith-based, education and housing developments; (3) ABCD Constructing Connections to promote effective local public/private collaborations to identify and eliminate regional barriers to child care facility construction; and (4) ABCD Campaign to Sustain Child Care that works to educate policy makers about the need for increased child care operating subsidies from all levels of government.


	2. American Business Collaboration for Quality Dependent Care.  The American Business Collaboration (ABC) is a groundbreaking collaboration of leading U.S. companies (Champions) partnering to ensure that their employees have access to quality dependent care programs and services. Since 1992, ABC Champions have invested over $125 million in quality dependent care programs, making it the largest private sector investment of its kind to support employees' ability to manage work and personal responsibilities.  Several California communities participate in the collaboration.  The collaboration invests in many capacity building activities striving to improve the quality of child care as well as adult dependent care.  See www.abcdependentcare.com for more information.



	3. T.E.A.C.H. Early Childhood Project.  This project gives scholarships to child care workers to complete course work in early childhood education and to increase their compensation.  It started in North Carolina, primarily by a combination of private sources (United Way, foundations, corporations) and state public funds.  Many other states have subsequently adopted this project.  It is conceptually similar to the CARES program in California but worth looking at as another model. More information is available at http://www.childcareservices.org/ps/teach.html. 


	4. Public/Private Partnership for Quality Child Care.  An excellent example of a public/private partnership dedicated specifically to ECE quality and infrastructure issues is Qualistar Early Learning in Colorado.  It is a merger of two previous nonprofit organizations, working in partnership of the state Division of Child Care, numerous foundations, and several businesses.  Qualistar offers technical assistance to child care providers to support them in meeting all quality standards and provides public education about quality child care.  More information about Qualistar is available at www.qualistar.org.



	5. Corporate child care funds.  As an example of corporate support for child care capacity building, AT&T partnered with their unions to create a Family Care Development Fund that offers competitive grants to increase the capacity and improve the quality of child care.  AT&T grants are only available in communities where AT&T employees live and work, but this can be a potential model for other corporations to consider.



	6. Coordination between public and private child care centers and preschool programs.  Quite a few cities and counties have adopted long-range plans to systematically expand availability of preschool programs to cover all four- and five-year old children whose parents choose to use preschools; these are usually referred to as Power of Preschool or Preschool for All plans.  Northern California areas that have developed such plans include the City of West Sacramento and Counties of Butte, Napa, San Mateo and Solano (and undoubtedly others).  In almost all of these plans, a core strategy is to develop and support private child care centers and preschool programs that are able to leverage private funding – namely, fees from families that are able to pay for private programs.  Related strategies that have been used include:
· Schools or other public facilities with available space allowing a private preschool program to use space at a discounted rate that makes it financially viable to sustain the private program or in exchange for scholarships (i.e. a number of free / reduced rate slots for families that cannot pay the standard preschool rates).
· Upgrading of curriculum and materials for existing private programs to meet standards of Head Start or State Preschool programs.


Early Literacy
The funding sources listed in the table below provide resources specifically for early literacy programs targeting children age 0-5 and their parents.

	Federal entitlement and grant funding:



	1. Library Services Technology Act (LSTA).  The LSTA provides support for projects in the areas of services for special populations, technology, resource sharing and inter-agency cooperation.  Early literacy programs, bookmobiles, reading services for non-English speakers and many other types of services can be funded with LSTA dollars.  This federal funding is issued through grants to each state.  LSTA grants in California are administered by the California State Library through a competitive grant process.



	2. Early Reading First.  This is a program administered by the U.S. Department of Education that was created by the No Child Left Behind Act.  Its purpose is to support local efforts to enhance the early language, literacy, and pre-reading development of preschool-age children, particularly those from low-income families, through strategies and professional development that are based on scientifically based reading research.  It is a competitive national grant process.  Two grants were awarded to California for fiscal year 2004-05, each about $2.5 million in size.  Local education authorities (LEAs), i.e. school districts, are the primary lead applicants but successful applicants were almost entirely broad-based partnerships linking school districts with early care and education providers, libraries and other partners.



	3. Even Start.  Even Start funds local educational agencies (LEAs) and community-based organizations to plan and coordinate services to help parents gain the skills needed to become full partners in the education of their young children. Even Start integrates early childhood education, adult literacy or adult basic education, and parenting education into a unified family literacy program.  Projects are funded for four years. Even Start funding in California is administered by the California Department of Education.  See www.cde.ca.gov/sp/cd/op/evenstart.asp for more information.


	Private resources:



	1. Reach Out and Read National Center.  The Reach Out and Read National Center is a nonprofit organization promoting early literacy.  Children’s books and other resources are made available by the Center to state and local Reach Out and Read programs.


APPROACH AND CRITERIA FOR CHOOSING REVENUE STRATEGIES
It is important to be strategic about choosing from among the many different options for generating revenue.  Recommended criteria to use in selecting revenue generation strategies are:

1. Alignment.  Focus on strategies that fit the mission and values of the organization, rather than changing the mission to fit the revenue generating strategies.

2. Sustainability.  Objectively evaluate whether there is sufficient potential to support the strategy over the long term, i.e., whether the strategy can continue to produce income in future years.  Avoid getting caught up in a series of “big bang” opportunities that fizzle out, thereby forcing the organization to come up with new strategies each year in order to maintain a steady revenue base.  The caveat here is that short-term strategies can be effective if it is understood upfront that the strategy will only be pursued for a limited time period and for specific reasons.
3. Cost/benefit.  The level of investment required to implement each strategy should be considered.  The key is to maximize potential net income after taking into account all applicable costs, including staff time to carry out the strategy, monitor results and meet any externally-imposed requirements (e.g. regulatory compliance, reporting).  Nonprofit organizations must also consider tax implications, since some income earned by nonprofit organizations may be subject to unrelated business income tax (UBIT) and taxed at corporate rates.

4. Risk.  “Downside” risks such as potential loss of money and damage to reputation of the organization must be weighed against the potential rewards.  Strategies with a high level of perceived risk should not necessarily be avoided, but they should carry a correspondingly high level of potential gain in the way of profits and other benefits.

5. Access to necessary expertise.  Consideration should be given to whether organization has or can acquire the level of skills (including any specialized expertise) to succeed with a strategy.
6. Politics and partnership.  It is also worth reflecting on the extent to which each strategy helps the organization gain allies and partners.  A very important related point is that pursuing different financing strategies may mean fostering effective partnerships that can help the agency or conversely produce ill will that can haunt the organization for a long time.  Look for financing strategies that help build a supportive political environment, rather than one that is hampered by turf issues and conflict.
7. Degree of control.  When other factors are relatively even, consider giving priority to approaches where the organization has a higher level of direct control or influence over the success of the strategy, as opposed to approaches that depend on the decision-making or actions of outside parties that the organization is not able to significantly influence.
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