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Executive summary 

Minnesota’s Child Care Stabilization Grant Program endeavors to provide child care providers with 

financial support to maintain operations and increase staff compensation. These grants, funded with 

federal stimulus funding through the American Rescue Plan Act, began in September 2021 and are 

available to eligible child care providers through June 2023. This report uses data from the Department 

of Human Services’ Child Development Services (CDS) and the Office of the Inspector General (OIG) to 

examine three pressing policy questions: 

1. How did the stabilization base grants affect compensation for staff? 

2. How did closure rates differ between recipients and non-recipients of the base grants? 

3. How did providers’ enrollment and capacity change after the distribution of the base grants? 

Key findings and implications 

 

Overall, base grants were associated with a 5.5 percent increase in cumulative monthly compensation 

per staff hour worked for child care providers. Compensation increases tended to be concentrated in 

larger, center-based providers in the seven-county Minneapolis-St. Paul metropolitan area. Across the 

whole study period, family child care providers with staff—about 20 percent of family child care grant 

recipients—did not report increases in compensation, but this may be due to the way that family child 

care proprietors think about and report to DHS their own compensation.   

Our results also suggest that the base grants may have helped prevent the closure of family child care 

providers; family child care providers that received the grant had a lower risk of closure than non-

recipients (26% of non-recipients closed vs. 5% of recipients). Differences in closures were less 

pronounced for center-based providers. 

We find little evidence that base grants increased enrollment or capacity for providers. While there was 

enrollment growth over the analysis period (September 2021 through June 2022) for providers, it came 
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after reductions going into the school year, meaning it is most likely a return to normal enrollment 

levels. Additionally, the number of staff and staff hours did not meaningfully change during this period. 

Taken together, the base grant program appears to have met many of its policy goals. Providers that 

participated did, on average, increase compensation and were less likely to close than providers who did 

not receive the grants. This research is not designed to determine causality or to tell us if the program 

caused these changes. There are likely many factors that impacted both the decision to apply for grants 

as well as compensation and closures. However, given the stark challenges in ensuring sufficient supply 

of child care, the findings are notable.  

Importantly for future policy, we see that the program had different benefits for different types of 

providers. Licensed centers and certified centers reported increasing compensation. Family child care 

providers who employ staff did not show, on average, compensation increases. Receipt of the grant was 

associated with markedly lower likelihoods of closing for licensed family child care providers. These 

findings portend a need for any future policies to support the child care market to be designed in a way 

that accommodates providers’ circumstances and the realities of different business models.  
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Background  

Introduction 

Throughout the COVID-19 pandemic, child care providers faced significant operational challenges, while 

being directed to continue offering programming, even when other businesses were asked to close 

during the pandemic. To ensure access to child care for Minnesota families, Minnesota used state and 

federal funds to prevent closures to support multiple grant programs. Since April 2020, state agencies, 

or their contractors, have been responsible for administering these grant programs. These programs 

have served licensed child care centers, certified centers, licensed family child care, and legally non-

licensed providers.  

While each grant program has had specific guidelines and eligibility requirements, the general purpose 

of these funds has been to help child care providers remain open during a tumultuous period. All but 

two of the grant programs concluded by the end of the 2022 calendar year, including the Peacetime 

Emergency Child Care Grants, COVID-19 Public Health Support Funds for Child Care, One-time 

Supplemental Stabilization Grants and Child Care Stabilization Transition Grants. As of the writing of this 

report, the Child Care Stabilization Grant Program provides two types of grants to child care providers -- 

Child Care Stabilization Base Grants and Financial Hardship Grants. Providers can continue to apply for 

and receive these funds monthly until June 2023 if they meet their eligibility requirements. Funding for 

the Child Care Stabilization Grant Program is from the federal American Rescue Plan Act. More 

information on the Stabilization Grant Program, grant award amounts and requirements can be found at 

https://mn.gov/dhs/partners-and-providers/grants-rfps/child-care-stabilization/.  

Preliminary evidence and outstanding questions 

A 2022 analysis of DHS licensing data highlighted that recipients of the Peacetime Emergency Child Care 

Grants, Public Health Support Funds for Child Care, Child Care Stabilization Transition Grants, and Child 

Care Stabilization Base Grants had lower closure rates than non-recipients. This trend was consistent 

across family child care programs and child care centers for all three grants. 

Based on two surveys, providers in Minnesota seem to have appreciated and benefitted from the 

various grant programs offered during the pandemic. 

In one state-level survey, 35 percent of providers said that they would have closed without the relief 

funds. Additionally, 56 percent of employees at child care facilities said that they experienced an 

increase in compensation during this period. While these responses indicate that the grants have been 

helpful in stabilizing the market, a large share of providers said that they continued to face staffing 

shortages, leading to longer waitlists for families and reduced operating hours. These providers largely 

cited low wages as their primary recruitment challenge (State Survey Data: Child Care at a Time of 

Progress and Peril, 2021). 

A separate survey of base grant recipients indicated that 48 percent of provider respondents 

experienced a COVID-19-related closure after September 2021. Additionally, 47 percent of respondents 

said that they increased hourly wages, and 45 percent increased bonus pay to meet the base grant’s 

requirements. Overall, almost all providers said that the base grants were helpful in keeping their 

programs open and operating, as well as retaining staff; however, many continued to experience staffing 

https://mn.gov/dhs/partners-and-providers/grants-rfps/child-care-stabilization/supplemental-grants/
https://mn.gov/dhs/partners-and-providers/grants-rfps/child-care-stabilization/supplemental-grants/
https://mn.gov/dhs/partners-and-providers/grants-rfps/child-care-stabilization/supplemental-grants/
https://mn.gov/dhs/partners-and-providers/grants-rfps/child-care-stabilization/base-grants/
https://mn.gov/dhs/partners-and-providers/grants-rfps/child-care-stabilization/financial-hardship/
https://mn.gov/dhs/partners-and-providers/grants-rfps/child-care-stabilization/
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shortages and had difficulties attracting new employees (Base Grant Recipient Survey Summary Report, 

2022). 

These findings suggest that the grants helped providers keep up their operations and increase 

compensation for their staff. However, there are several limitations with past research that we seek to 

address in this report. First, these surveys were done early in the implementation of the base grants, 

meaning that providers’ circumstances may have changed since responses were collected. Second, 

aggregate data on closures may be masking time trends in the data that are important to understanding 

the extent to which base grants may be associated with differential closure rates. Third, survey data for 

compensation changes do not address the amount of change. Fourth, none of these data are broken 

down by important provider characteristics, like geography, race/ethnicity, size, Parent Aware rating, or 

how long they have been operating. 

Current study and research questions 

While past research seems to indicate that the stabilization base grants and other DHS investments in 

child care are associated with lower rates of closures and increased self-reported compensation for 

staff, more research is needed to understand the impact of these grants across a wider set of outcomes,  

time, and provider demographics.  

To that end, MMB partnered with DHS to conduct a descriptive analysis of the child care stabilization 

grants. MMB is instructed by the Minnesota Legislature to partner with DHS and other agencies to 

evaluate the effectiveness of new and innovative human services grant programs and advise on the 

design of future policy. Because of the program’s universal eligibility, we were unable to identify a 

suitable comparison group to study, which means that our analysis is unable to make a claim about the 

causal impact of the program. However, MMB and DHS collaborated to create several research 

questions that will further our understanding of the impact of the base grants and help inform potential 

future policy and program changes. 

MMB obtained administrative licensing and grant application data from DHS to explore these questions. 

The questions guiding our study are as follows: 

1. How did base grants affect compensation for child care workers? 

2. How did closure rates differ between recipients and non-recipients of the base grants? 

3. How did childcare providers’ enrollment change after the distribution of the base grants? 

This analysis builds on prior surveys and research exploring the effect of the base grants on providers by 

analyzing additional outcomes and disaggregating data along several dimensions, including provider 

type, demographic characteristics, and time.  
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Data and methods  

Data 

Data come from two sources. Our main source is monthly provider applications to the stabilization base 

grant program from the DHS Office of the Inspector General (OIG) Licensing division. For every 

application, providers report program and demographic information, enrollment, staff and hours 

worked, and operational and personnel expenses from the previous month. We also use administrative 

data on program characteristics from OIG Licensing, which contains information on when a provider 

opened, changes in operational status since opening, and changes in licensed capacity of how many 

children they can serve. Our second source is child care provider data obtained from the DHS Child 

Development Services (CDS) unit, including information on Parent Aware rating and historical voluntarily 

self-reported enrollment.  

In the below section, we describe the data and our methods.  

Compensation analysis 

Providers reported personnel hours and expenses monthly in each application. We calculated 

compensation in dollars per hour as the monthly personnel expenses reported divided by the total 

number of hours worked for all staff members caring directly for children. This is an analysis of 

aggregate compensation trends and should not be interpreted with regard to individual provider 

compliance with grant requirements, which is overseen by DHS. 

We include in this section data from all base grant applications that did not request a compensation 

requirement waiver1 from all providers that received payment for a grant in at least one month. The 

analysis is limited to providers that had at least two applications. We also limited our analysis to child 

care centers and family child care providers with more than one staff member, as providers with only 

one staff member were not required to report monthly personnel expenses, and we thus do not have 

data for them. This applies especially to family child care providers, who are more likely to be sole 

caregivers. While 3,182 family child care providers applied at least twice and received payment for at 

least one, only 610 have additional staff. Put more explicitly, because we do not have personnel expense 

data for sole caregivers, this section of the analysis includes only 20 percent of family child care 

providers who received a grant payment.  

Because of the wide range of compensation reported by providers and the presence of extreme outliers 

(either due to reporting error or actual high or low values), we used the research best practice of 

truncating compensation to the 5th and 95th percentile of the original reported values within a month. 

For example, if compensation for a provider for one month was higher than 95 percent of other 

 
1 Providers receiving Stabilization Base Grants are required by Minnesota State law to use at least 70 percent of the Base Grant 

to provide increased compensation, benefits, or premium pay to all staff who regularly care for children. Applicants may 
request a waiver from this requirement if they cannot comply with this requirement due to restrictions included in agreements 
with employee bargaining units, or if the program is experiencing unusual and significant financial hardship. Applicants must 
provide appropriate documentation when requesting waivers for either reason.  
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providers, we replaced it with the value of the 95th percentile. We also calculated aggregate percentage 

change across providers using median values, instead of means, to mitigate the impact of outliers.   

Closure analysis 

We calculate monthly closure rates as the number of providers that experienced a permanent closure, 

divided by the total number of providers in each month, for both recipients and non-recipients. For the 

monthly analysis, we define providers as non-recipients in months after the grants started if they have 

not yet been paid for a grant. We define providers as recipients in the month that they receive a grant 

and for the rest of the analysis period after.  

We calculate cumulative closures for the full grant period as the number of providers that experienced a 

permanent closure from September 2021 to June 2022 divided by the total number of providers that 

were operational at any point in that period, for both recipients and non-recipients. For this analysis, we 

define recipients as providers that ever received a grant and non-recipients as providers that never 

received a grant.  

We defined permanent closure as when a provider was inactive from one point continuously until the 

end of our data period in June 2022. To model the population of providers that were operational in each 

month, we removed subsequent month records from providers who had a permanent closure. Providers 

that were recorded as experiencing a temporary closure (i.e., pending reopening, temporarily 

suspended but reopened later, etc.) were treated as active if they re-opened in subsequent months.  

Enrollment and capacity analysis 

As part of the application for base grants each month, providers report how many children were 

enrolled full and part time across three age groups in their programs each week for the month prior. The 

number of children a program can serve varies widely across provider types, so we measure enrollment 

as a percentage of licensed capacity rather than as a total number.   

Providers do not report how many hours each child attends each week, but do report how many 

children are enrolled full and less than full time, except for certified child care centers which only report 

a total enrollment figure. To model a provider’s total weekly enrollment, we multiply the number of 

part-time children enrolled by 0.5 and sum the weighted number of part-time and full-time children 

enrolled across all age groups. As with the compensation data, we truncate any extreme enrollment 

values at the 95th percentile value. We also truncate enrollment percentage of capacity at 250 percent; 

for any providers that have a reported enrollment as 2.5 times licensed capacity or more, we set it to 

the median value. We analyze enrollment percentage of licensed capacity for all providers throughout 

the period we have data for, as well as by provider type, geography, race/ethnicity of the program 

administrator completing the application, Parent Aware Rating, licensed capacity for licensed entities, 

and length of license or certification.  

We also assess the number of FTE staff and number of staff hours worked as dimensions of provider 

capacity.  

For more information on methods, please email ResultsManagement@state.mn.us.   

mailto:ResultsManagement@state.mn.us
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Base grant overview  

In this section, we provide an overview of the providers that applied for base grants. This includes the 

share of eligible providers that applied for base grants by round and provider type from September 2021 

to June 2022, as well as a table of characteristics of providers that never applied for the grants, applied 

at least once but were never paid (i.e., they were determined to be ineligible), and received a grant at 

least once. We also explore the share of eligible providers that applied for grants by county. Please refer 

to the appendix for additional data on the number of eligible providers, the number of applicants, and 

the number awarded a grant for each round by provider type, as well as a graph of participation 

numbers and rates for all counties.  

Figure 1 

 

Figure 1 shows that application rates were consistently above 60 percent for family child care and 

center-based providers and typically above 70 percent in the later rounds. Center-based providers had 

higher application rates than family child care, with certified centers having the highest rates at around 

80 percent. Legal non-licensed providers have lower application rates than other provider types, 

between 35 percent and 40 percent. For context, in any given month, there were approximately 560 

certified child centers, 1,800 licensed child care centers, 6,700 family child care providers, and 180 legal 

non-licensed providers that were eligible to apply for the grants. For more data on how many providers 

were eligible to apply, applied, and were awarded a base grant by round and provider type, please see 

the first section in the appendix. 
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Table 1 
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Table 12 shows several key differences among providers that never applied for base grants, applied but 
were never paid, and were paid at least once. One notable difference is that providers that never 
applied for base grants are disproportionately family child care providers; 85 percent of providers who 
did not apply are family child care providers, compared to 73 percent of providers who were paid at 
least once. Additionally, providers that were never paid are disproportionately located in Greater MN; 
64 percent of providers that did not apply were in Greater MN, compared to 58 percent of providers 
that were paid at least once. 
 
 

 

 

 
2 “Unknown” categories include tribally licensed and legally non-licensed providers, for whom DHS Licensing does 
not collect administrative data. 
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Figure 2 

 
 

Figure 2 shows that while a majority of counties hover around the 80 percent mark for the share of 

eligible providers that applied for grants, some exhibit substantially lower rates. Specifically, Traverse, 

Mahnomen, and Clearwater counties all have stabilization grant participation rates near 40-50 percent. 

Seven counties had application rates higher than 90 percent: Red Lake, Lake, Lac Qui Parle, Kittson, 

Yellow Medicine, Kanabec, and Pipestone. DHS and MMB are pursuing additional research to 

understand why providers may not have taken up the grants with findings available in 2023. Please note 

that the counties with the lowest and highest participation rates likely have low numbers of eligible 

providers. For specific data on the number of eligible providers and the number of providers who 

applied for grants by county, see the appendix.  
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Compensation 

The base grant program seeks to stabilize the child care market by requiring providers to increase 

compensation, benefits, or premium pay for all staff regularly caring for children. While 70 percent of 

the base grants were required to go towards these increases, there were few requirements on how or 

when providers spent these funds. To better understand how providers met these requirements, we 

analyzed compensation changes for the whole study period and month-to-month. In both cases, we 

explored the data for all providers, as well as by provider type, reported race/ethnicity of the person 

applying, geography, number of full-time employees (FTEs), and Parent Aware rating. We included a 

separate analysis for providers that received a waiver from the requirement to use at least 70 percent of 

the grant to increase compensation.  

Full study period 
Figure 3 

 

Figure 3 shows that the median compensation in dollars was around 5.5 percent higher in June 2022 

($18.50 per hour) than it was in September 2021 when the base grants started ($17.30 per hour). 
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Figure 4 

 

Figure 4 shows that the majority of providers (roughly 60 percent) increased compensation in their last 

application relative to their first. This is another indicator that the base grants may have helped most 

providers achieve sustained compensation increases; however, several providers only had temporary 

increases during the analysis period.  Statute did not prescribe the degree to which compensation must 

be increased or the time period during which increases must be provided. Providers could have 

increased compensation in earlier months—for instance, through bonuses—but returned to baseline 

levels by the last month of the study period.  

Figure 5 
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The green bar in figure 5 shows a small net increase between providers’ first and last application of 

around 5 percent. Also, there was a nearly 40 percent increase between providers’ first and highest 

application, suggesting that providers may have used bonuses and temporary compensation increases 

to boost compensation instead of permanent wage increases. This is borne out in the base grant 

recipient survey from June 2022, where providers indicated that bonuses and wage increases were the 

two most common mechanisms of increasing compensation. 

Figure 6 

 

Figure 6 illustrates that child care centers experienced the largest net increase in compensation of 

almost 12 percent, while certified centers increased compensation by 9 percent. Family child care 

providers who employ at least one additional staff showed, on average, no net change in compensation 

from their first to last applications. The data shows there is wide variation between providers in these 

categories, with some providers having net decreases, some having net increases, and a majority of 

providers showing small or no changes. This could be because licensed family child care providers have a 

wide variety of business structures and some result in significant variability in compensation from 

month to month. It is also possible that family child care providers were more likely to use one-time 

bonuses that were not sustained until the last application. 
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Analysis of monthly trends 
Figure 7 

 

Figure 7 shows the median compensation across all providers by month in dollars per hour, indicating 

that average compensation increased from September to October 2021 and stayed higher through June 

2022 despite small monthly fluctuations. Another temporary spike in January 2022 to almost 20 dollars 

an hour may be indicative of a quarterly or holiday bonus. 

Figure 8 

 

Figure 8 indicates that while aggregate compensation levels may have increased from September to 

October 2021, the average provider did not increase compensation. This may mean that a smaller 

number of providers increased compensation enough to create a spike in aggregate compensation 
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levels, but a typical provider did not increase compensation at all between September to October. 

Trends in median change since first application mirror overall trends in median compensation levels, 

with a peak in January and consistent increases of 5 to 10 percent until June 2022. 

Figure 9 

 

Figure 9 shows that while the average center-based provider had consistently higher compensation in 

the months after their first application, the average family child care provider who had an employee had 

substantial decreases in compensation month-to-month after their first application. The median family 

child care provider who had an employee had compensation around 5 percent and up to 10 percent 

lower than the month of the first application in the months following. In contrast, center-based 

providers experienced consistently higher compensation in the months following their first application, 

around 5 to 10 percent in most months. 

Figure 10 
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Figure 10 shows the share of providers that increased compensation relative to the most recent 

previous application by month for all providers. During most months, an average of 45-50 percent of 

providers increased compensation. Similar to the previous graph, the share peaks in January 2022 to 

around 65 percent, and decreases to its lowest level the next month, oscillating between 55 and 40 

percent in the following months until June 2022. As shown in the previous graph, the January spike may 

reflect end-of-year bonuses. 

Figure 11 

 

Figure 11 illustrates that the share of applicants requesting a waiver was highest when the grant 

program began in September 2021, with around 8 percent of providers requesting waivers. The high 

waiver request rate in September is most likely due to a miscommunication about waiver eligibility. DHS 

sent new guidance in October to correct this. After, rates dropped gradually until June 2022, when 

around 4 percent requested waivers. Almost 90 percent of providers did not request waivers. 
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Table 2 

 

 

 

Table 2 shows that there were several key differences between providers that did and did not request 

compensation waivers. Specifically, providers of color, child care centers, certified centers, mid-sized 

providers, and metro providers were more likely to request waivers.   
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Closures  

One of the federal goals of base grants is to stabilize the child care market by helping providers stay 

operational. We sought to understand whether recipients of the grants were more likely to stay open 

than non-recipients. We explored this issue in two ways. First, we incorporated data from the pre-grant 

period from January 2019 through the most current grant round in June 2022 to contextualize monthly 

closure rates for grantees versus non-grantees. Second, we assessed cumulative closure rates for grant 

recipients versus non-recipients during the full grant period, including breakdowns by provider 

characteristics.  

Full study period 
Figure 12 

 

Figure 12 shows that over 20 percent of non-base grant recipients closed from September 2021 to June 

2022, compared to 5 percent of base grant recipients.  
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Figure 13 

 

Figure 13 suggests that while base grant recipients closed at lower rates than non-recipients for all 

provider types, the difference was especially stark for certified centers. Amongst certified centers, 

almost 20 percent of non-recipients closed, compared to only 1 percent of recipients. The difference in 

closure rates between recipients and non-recipients was significantly less pronounced for centers. 

Monthly trends analysis 
Figure 14 

 

Figure 14 shows stable monthly closure rates between 0.5 and 1.5 percent from the beginning of 2019 

until base grants started in September 2021. From there, closure rates for non-recipients were 

consistently higher than for recipients; between 1.5 and 3 percent of non-recipients closed in a given 

month, compared to 1 percent or fewer recipients. This may indicate that the base grants were 

protective against closure from the month they started rather than their impact building over time. We 
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cannot, however, say that grants caused reductions in closure rates, as child care providers that did not 

accept the grant may have been different in ways correlated with the likelihood to close. 

Figure 15 

 

Figure 15 shows family child care providers drove the overall monthly trend for closures, with differing 

trends for center-based providers. From the month base grants started, non-recipient family child care 

providers were consistently more likely to close than recipients until June 2022. At this point, between 

1.5 and 4 percent of non-recipients closed per month, compared to less than 1 percent of recipients. 

The monthly effect was less consistent for licensed and certified centers. Amongst these providers, a 

disproportionate share of non-recipients closed in January 2022, and the differences between recipients 

and non-recipients were far less pronounced in other months of the base grants. A full 12.5 percent of 

non-recipient certified centers closed in January 2022, compared to less than 2.5 percent in every other 

month of base grants. According to DHS Licensing, it is common for center licenses and certifications to 

be timed specifically. This may explain the higher January 2022 closure rates for center-based provider 

non-recipients; it is possible that if providers knew they were scheduled to close in January they may 

have intentionally decided not to apply for base grants.  
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Enrollment 

Monthly median enrollment as percent of licensed capacity for recipients  
Figure 16 

 

For programs with licensed capacity information, an analysis to show the median enrollment as a 

proportion of licensed capacity was completed by provider type. Both program types with licensed 

capacity information show a decrease from September 2021 to October and then start to show gradual 

regains, with some significant increases from February 2022 to April 2022. Family child care providers 

experienced a greater enrollment reduction (75 percent to 65 percent of licensed capacity) in 

September than child care centers (65 percent to 60 percent) and did not regain enrollment as quickly or 

completely as child care centers. The reduction in enrollment in September could be due to children 

aging out of child care and starting preschool or school, or could be part of a broader trend of 

decreasing enrollment. Certified centers are not included here because they are legally unlicensed and 

do not have a licensed capacity.3 

 

 

 

 

 

 
 

 
3 The Minnesota Department of Human Services has the authority to certify license exempt centers. When a license exempt center is certified, 
it means that the center meets the federal requirements for receiving child care assistance. To be registered for CCAP, a license exempt center 
must be certified. 
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Median FTEs  
Figure 17 

 
 

Figure 17 above shows fairly consistent levels of staff FTEs for all providers. The median FTE level for 

family child care providers was around one for the entire period. It hovers between three and four FTEs 

for certified centers, and it increases slightly from around 12 to 14 FTEs throughout the period for 

licensed centers. 

 

Median staff hours  
Figure 18 

 
 

The above figure shows steady median staff hours for family child care and licensed child care centers 

from September 2021 to June 2022, with small declines and increases but consistent levels around 200 
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hours for family child care and 1,500 hours for licensed centers. Certified centers saw a large reduction 

in median staff hours from September to October 2021, from around 1,200 to less than 500, and held 

steady at around 500 staff hours until June 2022. The large decrease for certified centers is most likely 

due to reducing program hours from a high during the summer months (preceding September 2021) to 

program hours needed during the school year.  
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Key findings and policy implications  

Compensation 

Our data indicate that base grants were associated with modest increases in compensation. During the 

study period from September 2021 to June 2022, there was a 5 percent increase in compensation across 

all types of providers, and approximately 60 percent of providers reported a net increase between their 

first and last applications. However, there were differences across providers by type and amounts. 

Larger providers, centers and certified centers, providers in the metro, and programs with a Three- or 

Four-Star Parent Aware Rating Level were more likely to increase compensation and typically had larger 

increases than their counterparts. Larger center-based providers and Parent Aware rated programs are 

more likely to be located in the metro area, so these findings are consistent. Family child care providers 

with additional staff had no change in net compensation from their first to last applications. 

From month-to-month, compensation fluctuated widely after the grants started. Across all providers, 

compensation peaked in January 2022, perhaps reflecting quarterly or holiday bonuses. Similar to 

previous findings, larger providers, centers and certified centers, and metro providers tended to have 

larger monthly increases in compensation than smaller providers. These providers were also more likely 

to increase compensation during the first month of the grant program without subsequent decreases, 

indicating longer-term increases in compensation and potentially higher wages.  

Our findings demonstrate that base grants were associated with increases in compensation amongst 

most child care providers, but the overall increase was relatively modest over the study period. The 

increases were concentrated in larger center-based providers in the metro, that were more likely to 

increase compensation and had larger increases in magnitude. This may suggest that these providers’ 

most pressing financial needs were related to personnel expenses, which aligns with findings from 

previous research (Workman, 2021). Family child care providers with additional staff saw no net change 

in compensation across the study period and decreases month-to-month. Importantly, the way these 

providers think of compensation and report it, along with their business structure and function, make 

personnel expenses subject to more volatility than center-based providers. This may help explain the 

fluctuations and sometimes even decreases in measured compensation. This section includes only 

family child care with additional staff, around 20 percent of eligible family child care providers.  

Finally, these findings appear to indicate that, on the whole, base grants are associated with increased 

compensation. As we noted previously, however, it is not possible to know whether these changes are 

caused by the grants without a valid comparison group. Given this was a universal-eligibility, broadly 

adopted program, we are unable to identify a valid comparison. It is possible that center-based 

providers that did not receive the grants increased compensation over the study period similarly to 

recipients, or alternatively, that family child care providers that did not receive grants showed even 

more volatility in compensation than family child care providers who did receive them. 

https://americanprogress.org/wp-content/uploads/2021/07/True-Cost-of-High-Quality-Child-Care.pdf
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Closure 

As a whole, our analysis indicates that base grants are associated with increased likelihood of keeping 

child care providers operational, especially for family child care providers. Across the entire study 

period, around 22 percent of all providers that never received a base grant payment closed, compared 

to 5 percent who received payment for at least one month. This difference was especially pronounced 

amongst family child care providers, where around a quarter of non-recipients closed, compared to only 

6 percent of recipients. The difference in closure rates between recipients and non-recipients was less 

stark for child care centers; less than 10 percent of non-recipient licensed centers closed, compared to 

around 4 percent of recipients. 

Analysis of monthly trends indicates that closure rates are substantially higher for non-recipients than 

for recipients from month-to-month for family child care providers.  These findings demonstrate that 

the base grants may have had a protective effect against closure for family child care providers but less 

so for centers. However, for center-based providers, closure rates for non-recipients spiked in just one 

month relative to recipients and were similar to recipients in other months. The one-month spike in 

closures for non-recipient licensed and certified centers comprise the bulk of cumulative closures for 

non-recipients; rates were more similar for recipients and non-recipients in other months. 

There could be other explanations for higher closure rates for non-recipients other than base grants. 

There are likely many factors that are correlated with both staying operational and receiving a grant. 

One such explanation could be related to self-selection for the grant applications. Providers who were in 

tenuous operational circumstances may have known that base grants would not help them stay open 

and thus chose not to apply for base grants, whereas providers who were more financially stable and 

able to stay open may have applied for the grants to increase compensation for their staff or fund other 

operational areas. This rollout and design of this program means research is only able to identify 

correlations, and not causation. With better data from other states, there may be the opportunity for 

future researchers to compare Minnesota’s experience with similar states that did not implement this 

grant program.   

Enrollment and capacity 

Our findings show that median enrollment grew for licensed child care centers and family child care 

after a substantial reduction at the start of the base grant period. They also indicate no notable changes 

in median FTEs or hours worked. There are small fluctuations throughout the grant period, but no 

meaningful trends. 

The reduction in enrollment came in the transition from summer to the fall, which may indicate that 

children were aging out of child care and starting school. If this explanation is correct, it may follow that 

the subsequent growth is due to providers taking in new children to return to their normal enrollment 

levels. There is a possibility that base grants could have aided these providers in their ability to enroll 

more children, but it is impossible to know without a valid comparison group that did not receive base 

grants and for which we do not have reliable enrollment data. 
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Policy implications and conclusion 

Our results show that the base grant stabilization program was associated with an increase in 

compensation and a decrease in closures during our study period from September 2021 to June 2022. 

These impacts differ in important ways across providers. Center-based providers were more likely to 

increase compensation during the study period than family child care providers and had larger 

increases. However, family child care grant recipients were much less likely to close than non-recipients, 

while the effect for centers was much weaker. There were also noticeable differences in compensation 

changes and closure rates across provider subgroups, including provider size, geographic location, and 

Parent Aware rating. More detailed information on subgroup analysis can be found in the appendix.  

Overall, the findings suggest that any future policy and programming should be flexible to allow 

different providers to meet different operational needs. Specifically, child care centers seem to be more 

responsive to increasing compensation, while family child care providers were less likely to close after 

receiving grants. Further consideration should be given to flexibility needed for different operational 

models between provider types. These are vastly different models of care that require tailored policy 

approaches.  

Our analysis also suggests that there is a swath of providers who are eligible to receive base grants but 

have not applied. While participation is high overall at nearly 80 percent for all providers, this varies by 

type and geography. More targeted or intensive outreach may be helpful to get a wider array of 

providers to participate and take advantage of this program or future funding streams. DHS and MMB 

are engaging in future research to understand how to best conduct outreach to providers. 
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Appendix 

The following section includes additional figures and subgroup analyses for each of the key research 

questions.  

Summary statistics 

Table 3 
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Table 4 
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Compensation –study period subgroup analysis 

Median percent change by subgroup 

Figure 19 

 

Figure 20 

 

Note: Refers to the race of the applicant and does not reflect the race of other employees or children. Additionally, 
please use caution when comparing across racial groups, as there may be low numbers of providers for some 
groups. 
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Figure 21 

 

Note: Refers to the race of the applicant and does not reflect the race of other employees or children. Additionally, 
please use caution when comparing across racial groups, as there may be low numbers of providers for some 
groups. 

Figure 22 
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Figure 23 

 

Figure 24 

 

Figure 25 
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Figure 26 

 

Figure 27 
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Figure 28 

 

Note: Refers to the race of the applicant and does not reflect the race of other employees or children. Additionally, 
please use caution when comparing across racial groups, as there may be low numbers of providers for some 
groups. 

Figure 29 
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Figure 30 

 

Figure 31 
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Compensation - monthly trends subgroup analysis 

Figure 32 

 

Note: Refers to the race of the applicant and does not reflect the race of other employees or children. Additionally, 
please use caution when comparing across racial groups, as there may be low numbers of providers for some 
groups. 

Figure 33 
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Figure 34 

 

Figure 35 
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Share of providers by subgroup 

Figure 36 

 

Figure 37 

 

 Note: Refers to the race of the applicant and does not reflect the race of other employees or children. Additionally, 
please use caution when comparing across racial groups, as there may be low numbers of providers for some 
groups. 
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Figure 38 

 

Figure 39 

 

Figure 40 
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Waiver analysis 

Figure 41 

 

 

Figure 42 
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Figure 43 

 

Figure 44 
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Closures – full grant period subgroup analysis 

Figure 45 

 

Figure 46 
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Figure 47 

 

Figure 48 
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Enrollment 

Figure 49 

 

 

Figure 50 

 

Figure 51 
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Figure 52 

 

Figure 53 

 

Figure 54 
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Figure 55 

 

Figure 56 

 

Figure 57 
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Figure 58 

 

Note: Refers to the race of the applicant and does not reflect the race of other employees or children. Additionally, 
please use caution when comparing across racial groups, as there may be low numbers of providers for some 
groups. 


