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Members of the General Assembly
State Capitol
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Ladies and Gentlemen:

Transmitted herewith is the commission’s report on its study of child care in
Tennessee as requested by Public Chapter 934, Acts of 2024, which directed the
commission to study the characteristics and conditions of child care workers

in Tennessee and explore the feasibility of expanding incentives and financial
support programs for early childhood educators, and Public Chapter 938, Acts
of 2024, which directed the commission to identify laws, regulations, and rules
that impose costs, financial burdens, or operating delays on child care business
owners or prospective owners and evaluate whether some of these barriers may
not be necessary to protect the health, safety, and welfare of children and the
community.

The report makes several recommendations: the Department of Human Services
(DHS) should reestablish regular regional meetings with child care providers
and staff from the State Fire Marshal’s Office (SFMO) and align its licensing
requirements for before- and after-school programs operated by non-school
entities in schools with Department of Education requirements for programs
run by schools; the SFMO should coordinate inspections of new child care
facilities with local fire officials; local governments should align building and
fire codes with state standards wherever appropriate and align zoning for child
care businesses with zoning for schools and churches; the state should develop
a program like Child Care WAGE$ Tennessee to reward workers for years of
service; child care providers should be given the same opportunity as public
charter schools to purchase or lease school districts’ underutilized or vacant
properties; and the General Assembly should eliminate state and local business
- child care businesses while offsetting lost revenue.

The gommission approved the report on January 31, 2025, and it is hereby

itted for your consideration.

Respectfully yours,

Senator Ken lYager
Chajrma
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MEMORANDUM

TO: Commission Members

FROM: Cliff Lippard )
Executive Director

DATE: 31 January 2025

SUBJECT: Public Chapters 934 & 938, Acts of 2024 (Child Care Business Regulations
& Workers)—Final Report for Approval

The attached commission report is submitted for your approval. It was prepared in
response to Public Chapter 934, Acts of 2024, which directed the commission to study
the characteristics and conditions of child care workers in Tennessee, and to explore the
feasibility of expanding incentives and financial support programs for early childhood
educators; and Public Chapter 938, Acts of 2024, which directed the commission to
identify laws, regulations, and rules that impose costs, financial burdens, or operating
delays on child care business owners or prospective owners, and to evaluate whether
some of these barriers may not be necessary to protect the health, safety, and welfare of
children and the community.

Pursuant to the General Assembly’s study requests, commission staff moderated six
online focus groups, conducted more than 45 interviews, and conducted an online
survey of child care directors and owners to find out about their experiences, the
children they serve, and their employees—364 responded. Staff reviewed the December
2022 Tennessee Child Care Task Force Final Report. The commission also hosted a
panel discussion on child care at its September 2024 meeting.

Staff added information to the report that was requested by members at the last
meeting. Mayor Waters said that it’s harder for small businesses to invest resources in
child care than it is for major corporations like Tyson, and asked staff for any examples
of collaborative organizations in other states where small businesses can come together
to provide child care for employees. Staff added information about an example from



North Dakota. Senator Yarbro asked for the final report to provide options utilizing the
Child Care and Development Fund (CCDF) to conduct cost analysis to establish
reimbursement rates and expand shared services to reduce providers” operating costs.
Staff added a section about options within the CCDF to use cost analysis and added a
paragraph about Vice Chairman Brooks and Mayor Anderson’s suggestion that tax
credits might be a way to help companies provide child care. The findings and
recommendations from the draft report remain unchanged.

Stakeholders told commission staff more opportunities are needed for providers
to share feedback with the Department of Human Services (DHS) staff regarding
enforcement of rules and regulations by its staff and that building code and fire
safety requirements are frequently the source of confusion and delay during the
pre-licensing process. The commission recommends DHS reestablish regular
regional meetings with child care providers (in-person with the ability for
virtual participation) —and include staff from the State Fire Marshal’s Office.
The commission also recommends DHS align its licensing requirements for
before- and after-school programs operated by non-school entities in schools
with the Department of Education requirements for programs run by the
schools themselves.

Annual inspections of existing facilities do not create unmanageable logistical
challenges, according to child care operators, but the process of obtaining state
and local approvals for new facilities has been leading to confusion and delays in
some jurisdictions. The commission recommends the State Fire Marshal’s
Office invite local fire marshals’ offices to conduct their initial inspections and
any follow-up inspections at the same time on the same day as the SMFO's
inspections.

There can be a lengthy gap between pre-licensing approval by the SFMO and
approval for occupancy by the local fire marshal. This can delay the opening of
new facilities. The commission recommends local jurisdictions ensure their
pre-occupancy inspections are coordinated with state pre-licensing
inspections.

Because of the differences in community needs across the state, effective
solutions are likely to be those that are locally tailored rather than state driven.
But when faced with a shortage of child care providers in their community, local
planning officials should consider how their zoning ordinances restrict
opportunities for child care businesses. The commission recommends local
governments align zoning for child care businesses with zoning for schools
and churches.



As with zoning, state preemption of local codes would not account for
differences among communities. But when looking for opportunities to facilitate
access to child care in their communities, local officials should take into
consideration the effect of local codes, especially when they are more restrictive
than state standards. The commission recommends local governments align
building and fire codes with state standards wherever appropriate.

Along with barriers resulting from regulations and rules, one of the greatest
challenges facing child care business owners is difficulty hiring and retaining
workers. Owners are often frustrated that they can’t afford to increase low
wages or offer more benefits because many Tennessee families can’t afford to
pay higher prices for child care. To support the child care workforce and to
incentivize commitment to a career in child care, the commission recommends
the state develop a program like Child Care WAGES$ Tennessee to reward
workers for years of service.

The building, leasing, and purchase of facilities to be used for child care can be
expensive. Real estate is especially expensive in Tennessee’s most rapidly
growing communities and appropriate facilities can be difficult to find. Other
education-sector entities, in particular public charter schools, have encountered
similar issues. Because child care operators might also benefit from priority
access to these types of surplus properties, the commission recommends the
General Assembly amend Tennessee Code Annotated, Title 49, Chapter 6, Part
20 to give child care providers the same opportunity as public charter schools
to purchase or lease the LEA’s underutilized or vacant properties.

Cutting taxes for child care businesses would allow them to direct more
resources toward staff and other expenses. The commission recommends the
General Assembly eliminate state and local business taxes for child care
businesses and offset the loss in revenue to local governments by providing
them with a base amount of funding annually equal to what they received in
local business tax revenue from child care providers in fiscal year 2023-24.
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Summary and Recommendations: Improving
Policies and Addressing Regulatory Barriers
to Grow and Support Tennessee’s Child Care

Industry

There are approximately half a million children under the age of six in
Tennessee. For more than 300,000 of them, all parents or guardians in their
family are in the labor force —either employed or looking for work. Access
to safe, reliable, affordable child care is critical for working parents to seek
opportunities to support their growing families. In general, the child care
arrangements families choose fall into one of two categories: informal
arrangements involving relatives or friends and formal arrangements at
a state-licensed child care facility or state-certified school. Disruptions in
child care —for whatever reason, whether because an informal arrangement
has fallen through or because a more formal option isn’t available—lead
to absences from work and can result in individuals leaving or losing their

Child care is essential
for maintaining and

jobs; more than one in six unemployed Tennesseans say that caring for growing Tennessee’s
children is the reason they are not working. Moreover, companies looking workforce and for
to locate or expand in Tennessee cite the availability of child care as a economic development,

deciding factor in whether to proceed with their plans. Lack of access to
affordable, quality child care, therefore, isn’t just a problem for individual
families; instead, it is a problem for communities and the state as a whole.

but the lack of access to
affordable, quality child

Child care is essential for maintaining and growing Tennessee’s workforce care is a problem for
and for economic development. communities across the
state.

While both the private and public sectors recognize the importance of child
care and have taken steps to increase its availability, barriers to opening,
maintaining, and expanding licensed child care businesses remain—child
care business owners and other stakeholders have expressed frustration
with these barriers:

* State and local regulations are one area where some stakeholders
have said there might be opportunities for improvements
that would help child care businesses. Public Chapter 938,
Acts of 2024, directed the Tennessee Advisory Commission on
Intergovernmental Relations to identify laws, regulations, and
rules that impose costs, financial burdens, or operating delays on
child care business owners or prospective owners, and to evaluate
whether some of these barriers may not be necessary to protect the
health, safety, and welfare of children and the community.

¢ Difficulty hiring and retaining workers is another challenge facing
child care businesses. To address these problems, Public Chapter
934, Acts of 2024, directed the commission to study characteristics
and conditions of child care workers in this state, and to explore
the feasibility of expanding incentives and financial support
programs for early childhood educators.
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Governments have a
responsibility to ensure
that child care providers
operate safe facilities
where children can
develop and grow,

and many regulations
have been adopted in
response to incidents
where children were
injured or killed.

Pursuant to these study requests, commission staff conducted six focus
groups and over 45 interviews. They attended the Southwest Tennessee
Development District’s Childcare and Industry Workshop, and they
conducted an online survey of child care directors and owners to find out
about their experiences, the children they serve, and their employees—364
child care directors and owners responded. Staff reviewed the December
2022 Tennessee Child Care Task Force Final Report. The commission also
hosted a panel discussion on child care at its September 2024 meeting.

This stakeholder outreach and additional commission research underscored
the difficulty in identifying broad-based solutions for the problems faced
by the child care sector in Tennessee. For example, although more than
60% of survey respondents did not report a significant problem with either
state or local regulations, some regulations do appear to be limiting or
impeding child care businesses. But governments have a responsibility to
ensure that child care providers operate safe facilities where children can
develop and grow, and many regulations have been adopted in response to
incidents where children were injured or killed. Similarly, compensation
in the industry is notoriously low—one in 10 child care workers have
incomes below the poverty line. But labor is among the primary operating
costs for child care businesses, and owners are often frustrated they can’t
afford to increase wages or offer more benefits because many Tennessee
families simply can’t afford to pay higher child care costs.

Although a global solution doesn’t exist, the commission has identified
several

* areas where cooperation and coordination between state and local
government and child care operators could be beneficial;

* modifications that could be made to some state and local
regulations that are unlikely to decrease the health, safety, and
welfare of children and the community; and

* opportunities to improve compensation for and encourage the
retention of child care workers and increase state support for child
care businesses.

There are opportunities to reduce barriers at the state
level.

There are opportunities for the state agencies that oversee child care
providers in Tennessee to improve services, streamline processes, and
better align policies in ways that lower barriers to opening and expanding
facilities and reduce operational burdens on child care providers. Child care
facilities and programs in Tennessee are governed by two state agencies.
The Tennessee Department of Human Services (DHS) is responsible for
ensuring the availability and quality of non-school-based for-profit and
nonprofit child care. To this end, DHS promulgates rules, regulations,
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and policies; licenses child care businesses; and, in response to federal
requirements, implements a quality rating system for child care agencies.
DHS is also the agency responsible for the state’s payment assistance
certificate program, directing reimbursements to child care providers who
accommodate children from low-income families.

The Tennessee Department of Education (DOE), Office of Early Learning is
responsible primarily for governing early childhood education programs
and school-age before and aftercare programs in public and private schools.
Responsibilities include care for children ranging from six weeks to four
years of age in child development labs in high schools; employee child
care for children of teaching staff; pre-kindergarten programs—including
Voluntary Pre-K, some Head Start, Title 1, and Early Childhood Special
Education classrooms; and non-public school child care.

Other state agencies play supporting roles in regulating child care. The
State Fire Marshal’s Office (SFMO) is responsible for reviewing child
care building plans, pre-licensing fire safety inspections, and annual fire
inspections for purposes of DHS licensing. The SFMO is responsible for
reviewing school building plans, pre-certification fire safety inspections
for new schools, and annual fire inspections for DOE (unless the local
jurisdiction conducts the annual inspection). And the Tennessee
Department of Health conducts annual inspections for compliance with
state sanitation and safety requirements.

Regular regional meetings including DHS staff, child care
providers, and State Fire Marshal’s Office staff could be
beneficial.

In focus group discussions and interviews, child care directors and other
stakeholders said more opportunities are needed for providers to share
feedback with DHS staff. They said DHS had held regional meetings in
the past to educate providers about rules and regulations, and DHS would
benefit from feedback regarding enforcement of rules and regulations by
its staff and confusion among providers. Stakeholders told commission
staff that building code and fire safety requirements are frequently the
source of confusion and delay during the pre-licensing process.

For these reasons, the commission recommends that DHS reestablish
regular regional meetings with child care providers (in-person with the
ability for virtual participation) —and include staff from the State Fire
Marshal’s Office. DHS has agreed to reestablish these meetings and the
SFMO has agreed to participate.

Stakeholders told
commission staff that
building code and fire
safety requirements are
frequently the source
of confusion and delay
during the pre-licensing
process.
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Before- and after-school
programs located in
schools but operated
by outside agencies
(such as the YMCA) must
pass an additional fire
code inspection before
opening, but those
operated by the school
in the same building do
not.

Requirements for fire inspections for before- and after-school
programs in schools vary.

Regulation of extended care programs for school-age children located
in public or private schools depends on whether those programs are
administered by the school or an outside entity. With few exceptions, in-
school programs administered by public or private schools are approved
and monitored by DOE, but in-school programs administered by outside
entities are licensed by DHS. DHS licensing requires an additional fire
inspection for the portions of a school used for new before and after-
school programs. As a result, before- and after-school programs located
in schools but operated by outside agencies (such as the YMCA) must pass
an additional fire code inspection before opening, but those operated by
the school in the same building do not. This can lead to delays in getting
approval for programs run by outside agencies and, therefore, prevents
these programs from serving families.

Given that (a) these school buildings have already been deemed safe
enough to house the same age-range of children during their regular
school day and (b) the buildings would be deemed safe enough to house
the same children in a before- and after-school program if that program
were run by the school, it seems reasonable that the state should align the
fire code requirements so that programs operated by outside agencies in
these schools don’t have to jump through additional hoops.

The commission recommends that DHS align fire code inspection
requirements for before- and after-school programs operated by non-
school entities in schools with DOE’s requirements for such programs
run by the schools themselves. DHS has agreed with this recommendation.

Building and fire code inspections at the state and local
level should be further coordinated.

As of August 1, 2024, the SFMO is now responsible statewide for reviewing
building plans and inspecting child care facilities for DHS licensing
purposes. Previously, local fire marshals in 38 cities and six counties had
authority to conduct these inspections for child care licensing, though not
all of them exercised this authority. In communities with locally adopted
building and fire codes, local fire marshals continue to perform local, non-
licensing plan reviews and inspections to ensure compliance with these
codes and to ensure local fire departments are familiar with the buildings
when responding to emergencies. Both approvals—state approval for
DHS licensing and local approval for obtaining certificate of occupancy —
are required.

This has created some confusion for child care businesses because they are
now experiencing more inspections. They have also reported incidences
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where the SFMO has approved a facility for DHS licensing purposes, but
local inspectors have cited changes that must be made for compliance
with local building and fire code requirements that owners weren’t aware
of. Annual inspections of existing facilities do not create unmanageable
logistical challenges, according to child care operators, but the process
of obtaining state and local approvals for new facilities has been leading
to confusion and delays in some jurisdictions since the August 1, 2024,
change in policy.

To minimize the confusion for child care agencies opening a new facility,
the commission recommends that the State Fire Marshal’s Office invite
local fire marshals’ offices to conduct their initial inspections and any
follow-up inspections at the same time on the same day as the SMFO’s
inspections. The SFMO has agreed with this recommendation.

There can be a lengthy gap between pre-licensing approval by the
SFMO and approval for occupancy by the local fire marshal. This can
delay the opening of new facilities. The commission recommends local
jurisdictions ensure their pre-occupancy inspections are coordinated
with state pre-licensing inspections.

There are opportunities for local governments to reduce
barriers.

Local zoning and codes can create barriers to child care businesses in some
communities. Local zoning policies are sometimes more stringent than state
licensing requirements, and in some jurisdictions, zoning requirements
are stricter for child care facilities than for schools and churches. Some
local jurisdictions have also adopted building codes more restrictive for
child care facilities than those adopted by the SFMO. Although the great
variation in communities across the state means there likely isn’t a one-
size-fits-all solution for zoning and codes, there are opportunities for local
governments to assess whether they can make changes that will improve
access to child care in their communities.

Local zoning restrictions can limit child care availability.

Local governments have the authority to organize and regulate how land
is used in their communities through zoning. Just as they do for other
land uses, zoning ordinances determine where child care businesses are
permitted to locate in a community. Across the state, family and group
homes—which can have up to seven and 15 children respectively —are not
always permitted in residential zones. Some jurisdictions permit schools
and churches—which have a similar effect on neighborhoods as child care
facilities do—in more zones than they do child care. In addition, some
cities require child care businesses to seek special exceptions to locate in
areas where schools are permitted by right. Requiring these special zoning

Just as they do for
other land uses,
zoning ordinances
determine where child
care businesses are
permitted to locate in a
community.
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When faced with a
shortage of child care
providers in their
community, local
planning officials
should consider how
their zoning ordinances
restrict opportunities for
child care businesses.

exceptions or appeals for child care businesses adds to the cost of opening
them and delays their approval.

There are also instances where local zoning ordinances establish stricter
requirements than those required by DHS for licensing. For example, DHS
establishes minimum requirements for indoor and outdoor space at child
care facilities that help determine a facility’s licensed capacity. But some
local zoning ordinances include minimum outdoor play areas that exceed
DHS requirements, which can force smaller centers to locate on larger lots.
Having minimum requirements for outdoor play areas that exceed DHS
requirements precludes the use of certain properties that could otherwise
be used for child care centers and can increase the costs to open centers
because of the need for larger lots.

Zoning serves many vital purposes, including separating dangerous or
noxious land uses from where people live. Because of the differences
in community needs across the state, effective solutions are likely to
be those that are locally tailored rather than state-driven. But when
faced with a shortage of child care providers in their community, local
planning officials should consider how their zoning ordinances restrict
opportunities for child care businesses. Child care needs have grown since
many jurisdictions adopted zoning ordinances based on planning models
of the 1960s and 1970s. Many counties and cities don’t review their zoning
ordinances unless specific issues are called to their attention. To avoid
unnecessarily restricting the development of child care facilities in their
communities, the commission recommends that local governments align
zoning for child care businesses with zoning for schools and churches.

Examples would vary depending on existing local zoning but could include

* permitting home-based child care by right in at least some
residential zones where streets and lot sizes can accommodate;

* permitting child care centers by right, without the need for special
appeal, in appropriate non-residential zones; and

* eliminating minimum requirements for outdoor play areas that
exceed DHS licensing standards.

Local building and fire codes can be costly and add delays for
child care businesses.

There are instances where local building and fire codes establish stricter
requirements than the state’s requirements for child care facilities. The
city of Memphis, for example, has stricter requirements than the State Fire
Marshal’s Office for ventilation and fire suppression systems in kitchens.
Several jurisdictions require fire suppression sprinkler systems in buildings
used for child care, although the code adopted by the state fire marshal
does not require them.
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Some local governments, having adopted child care standards stricter than
the state’s, have since backtracked after seeing a negative effect on child
care access. For example, in 2018, Knox County adopted an amendment to
its building code requiring sprinklers in all child care facilities but repealed
it in 2023 after finding it too restrictive.

As with zoning, state preemption of local codes would not account for
differences among communities. But when looking for opportunities to
facilitate access to child care in their communities, local officials should
take into consideration the effect of local codes, especially when they are
more restrictive than state standards. The commission recommends that
local governments align building and fire codes with state standards
wherever appropriate. For example, it would be beneficial to consider
adopting sprinkler exceptions for child care facilities as allowed under the
version of the International Building Code adopted by the SFMO.

Additional state support is needed for Tennessee’s child
care workforce.

Wages for child care workers are among the lowest of all sectors. The
Tennessee Commission on Children and Youth said in a recent State of the
Child report, “In 2021, the average earnings of a preschool or kindergarten
teacher in Tennessee [were] $21,249. The average earnings of a child care
worker [were] $12,973.” According to the US Bureau of Labor Statistics,
the average hourly wage for its estimate of 11,620 time-based childcare
workers in Tennessee was $13.21 in 2023. Multiple child care directors told
commission staff that they are losing workers to retail establishments such
as Target and Walmart and to fast-food restaurants such as McDonald’s
and Chick-fil-A.

Tennessee state government already assists with the recruitment and
retention of child care workers. Child Care WAGE$ Tennessee is an
education-based salary supplement program with three primary goals: 1)
reduce turnover in child care facilities; 2) address the low pay of educators
working in the early childhood field; and 3) reward educators for their
higher education. It provides early childhood educators with incentives
based on their education (the number of early childhood college credits
the educator has completed) and continuity of employment. By increasing
teacher retention, WAGES$ provides children with more stable relationships
and better-educated teachers.

But stakeholders, including child care directors, told commission staff
that some experienced workers aren’t interested in pursuing further
higher education. They would like to see a program that targets bonuses
to child care workers without higher education credentials but who have
longevity. Other states provide some examples of incentive programs that
aren’t tied to higher education:

Multiple child

care directors told
commission staff that
they are losing workers
to retail establishments
such as Target and
Walmart and to fast-
food restaurants such as
McDonald’s and Chick-
fil-A.
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Real estate is especially
expensive in Tennessee’s
most rapidly growing
communities and
appropriate facilities can
be difficult to find.

* Virginia— Virginia’s Teacher Recognition Program began in 2019
by offering $1,500 bonus payments to teachers who remained with
their employers for a continuous eight-month period. The state
used a federal Preschool Development Grant to reward nearly
2,000 participating teachers. A follow-up study found that the
payments reduced teacher turnover at participating child care
centers by half —from 30% to 15%. According to a review of the
program, “Child care assistant teachers —who had the overall
lowest pay and highest turnover rates in our sample—saw the
most benefit from the Teacher Recognition Program. Forty percent
of assistant teachers at sites that did not receive payments left their
sites. This was true of only 16% of assistant teachers at sites with
access to the stipend.”

* Georgia—Beginning in 2025, the Georgia Department of Early Care
and Learning is introducing $500 annual Quality Rated Workforce
Bonuses for eligible staff (those working more than 20 hours per
week and employed more than 60 days) at providers participating
in the state’s three-star quality rating system. The state is investing
$17 million for the program.

To support the child care workforce and to incentivize commitment to a
career in child care, the commission recommends that the state develop a
program like Child Care WAGES$ to reward workers for years of service.

Vacant and surplus public-school properties could be
used for child care.

The building, leasing, and purchase of facilities to be used for child care
can be expensive. Real estate is especially expensive in Tennessee’s most
rapidly growing communities and appropriate facilities can be difficult
to find. Other education-sector entities, in particular public charter
schools, have encountered similar issues. To help facilitate solutions for
these charter schools, Tennessee Code Annotated, Section 49-13-136(c)
requires local education agencies (LEAs) to inventory their underutilized
or vacant properties annually and make them available for use by public
charter schools for at least one year after the property has been listed in
the inventory. “Available for use” means offering the properties for sale
or lease to charter schools within the LEA. The LEA is required to make
the property available at or below “fair market value for educational
purposes.”

Because child care operators might also benefit from priority access to
these types of surplus properties, the commission recommends that the
General Assembly amend Tennessee Code Annotated, Title 49, Chapter
6, Part 20 to give child care providers the same opportunity as public
charter schools to purchase or lease the LEA’s underutilized or vacant
properties.



Improving Policies and Addressing Regulatory Barriers to Grow and Support Tennessee’s Child Care Industry

Additional state support is needed for Tennessee’s child
care businesses.

Both Tennessee state government and the federal government have
taken steps to encourage the establishment and expansion of child care
businesses—but these steps have not always been enough to support
the need for child care across the state and nation. For example, the
Tennessee Department of Human Services (DHS) in partnership with
the Community Foundation of Middle Tennessee offers enhancement
grants across the state up to $4,000 to support quality improvement and
establishment/enhancement grants of up to $1,000 per slot—based upon
program design—of new or expanded licensed capacity.

Many of the barriers facing child care businesses make them more costly to
operate. Additional state support of child care businesses could help offset
some of these costs, making it easier for child care operators to stay in
business or expand. Tennessee Code Annotated, Section 67-4-708, lists 16
types of service sector businesses that are exempt from paying the state’s
business tax on gross sales. Educational services “offered by elementary
and secondary schools, colleges, universities, professional schools and
junior colleges, library and information centers, correspondence schools,
vocational schools and specialized nondegree granting schools” are
exempt, but child care (i.e. early childhood education) is not.

The Tennessee Department of Revenue estimates 400 to 500 child care
businesses paid the business tax in each of the past three years. The average
yearly tax expense for those firms was $1,925. An exemption could reduce
general fund revenue by $350,000 to $400,000 annually. Counties and
cities with taxpaying child care businesses would stand to lose a collective
$500,000 annually.

Cutting taxes for child care businesses would allow them to direct more
resources toward staff and other expenses. The commission recommends
that the General Assembly eliminate state and local business taxes for
child care businesses and offset the loss in revenue to local governments
by providing them with a base amount of funding annually equal to what
they received in local business tax revenue from child care providers in
fiscal year 2023-24.

Additional state support
of child care businesses
could help offset some
costs, making it easier
for child care operators
to stay in business or
expand.
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Analysis: Balancing Regulations and
Minimizing Barriers to Expand Tennessee’s Child
Care Industry

Access to safe, reliable, and affordable child care is critical for working
parents to seek opportunities to support their growing families. In general,
the child care arrangements families choose fall into one of two categories:
informal arrangements involving relatives or friends and formal
arrangements at a state-licensed child care facility or state-certified school.
Disruptions in child care —whether because an informal arrangement has
fallen through or because a more formal option isn’t available—lead to
absences from work and can result in individuals leaving or losing their
jobs; more than one in six unemployed Tennesseans say that caring for
children is the reason they are not working.! Nationwide, 40% of parents
living with children under six used paid child care in 2023, and “55%
of children age five and under and not enrolled in kindergarten were in
at least one weekly nonparental care arrangement, as reported by their
parents.”?

Moreover, companies looking to locate or expand in Tennessee cite the
availability of child care as a deciding factor in whether to proceed with their
plans.* Lack of access to affordable, quality child care, therefore, isn’t just
a problem for individual families; instead, it is a problem for communities
and the state as a whole. Child care is essential for maintaining and growing
Tennessee’s workforce and for economic development. While both the
private and public sectors recognize the importance of child care and have
taken steps to increase its availability, barriers to opening, maintaining,
and expanding licensed child care businesses remain—and child care
business owners and other stakeholders have expressed frustration with
these barriers.

Governments have a responsibility to ensure that child care providers
operate safe facilities and to support early childhood educational
environments where children can develop and succeed. Regulations are
necessary and are intended to protect children as well as the communities
where child care businesses are located. But some policies and regulations
may be limiting or impeding child care businesses. Stakeholders
have suggested that there likely are opportunities to cut unnecessarily

! US Census Bureau 2023c. Includes children under six in single-parent households where the
only parent is in the labor force and in two-parent households with both parents in the labor
force.

2 Board of Governors of the Federal Reserve System 2024.

® Bobrowski and Hanson “Early Childhood Program Participation: 2023.”

* Interview with Jennie McCabe, director of workforce development, Tennessee Department of
Economic and Community Development, September 20, 2024.

Access to affordable
and reliable child care
is crucial for families
and for the workforce
stability and economic
growth of Tennessee.
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More than 60% of

survey respondents did
not report a significant
problem with either local
rules and regulations

or state rules and
regulations.

burdensome state and local regulations in ways that would help child
care businesses. In response, Public Chapter 938, Acts of 2024, directed
the Tennessee Advisory Commission on Intergovernmental Relations to
identify laws, regulations, and rules that impose costs, financial burdens,
or operating delays on child care business owners or prospective owners,
and to evaluate whether some of these barriers may not be necessary to
protect the health, safety, and welfare of children and the community.

Difficulty hiring and retaining workers is another challenge facing child
care businesses. In 2022, the final report of the Tennessee Child Care Task
Force concluded

There is an early care and education workforce and
pipeline shortage that prevents programs from meeting
full enrollment, as well as the expansion of early learning
programs.’

Compensation in the industry is notoriously low—one in 10 child care
workers have incomes below the poverty line.® But labor is among the
primary operating costs for child care businesses, and owners are often
frustrated they can’t afford to increase wages or offer more benefits
because many Tennessee families simply can’t afford to pay higher child
care costs. Responding to this workforce challenge, Public Chapter 934,
Acts of 2024, directs the commission to describe the current landscape and
demographics of child care workers in Tennessee and study the feasibility
and effects of implementing a program to cover the cost of child care for
child care workers, as well as other ways to expand financial supports for
child care workers to incentivize them to remain employed in the early
education industry. See appendix A for the public chapters.

Pursuant to these study requests, commission staff conducted six focus
groups and over 45 interviews. They attended the Southwest Tennessee
Development District’s Childcare and Industry Workshop, and they
conducted an online survey of child care directors and owners to find out
about their experiences, the children they serve, and their employees—364
child care directors and owners responded. Staff reviewed the December
2022 Tennessee Child Care Task Force Final Report (see appendix B for
that study’s executive summary).” The commission also hosted a panel
discussion on child care at its September 2024 meeting. More than 60% of
survey respondents did not report a significant problem with either local
rules and regulations or state rules and regulations (see appendix C for
survey results). However, in the focus groups and interviews, many rules
and regulations worthy of further examination were identified.

® Public Consulting Group 2022.
¢ Tennessee Commission on Children and Youth 2023a.
7 Public Consulting Group 2022.
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Demand for child care services exceeds available supply
in many communities across Tennessee.

There are approximately half a million children under the age of six in
Tennessee.® One in six Tennessee families has a child under six years old;
for single-parent families, the number is closer to one in five.” For more
than 300,000 of those children there is no stay-at-home parent to care for
them; all parents in their family are in the labor force —either employed or
looking for work."” The demand for child care in Tennessee is reflected in
the responses to the commission’s survey question about waitlists —71% of
respondents (260 of 364) said their agency has a waitlist, with an average of
38 children on the waitlist. One hundred one respondents said the average
time a child spends on the waitlist at their agency before a slot becomes
available is between six months to one year."!

Child care needs increase where more families have young
children.

Potential demand for child care varies throughout the state, depending
upon each community’s population of families with young children.
Less-populated counties in rural areas have fewer young families than the
state’s more urban and developing suburban counties do. For example,
these six counties—Stewart, Houston, Humphreys, Perry, Decatur, and
Lewis—combined have around 2,500 families with children under six.
If 40% of those parents—the national average—want child care, there is
perhaps demand for 1,000 slots scattered across those six counties. With
13,000 families with children under six, nearby Montgomery County has
more than five times the potential demand. See map 1.

® US Census Bureau 2024.

¢ US Census Bureau 2023a. A family consists of a householder and one or more other people
living in the same household who are related to the householder by birth, marriage, or adoption.
10 US Census Bureau 2023c. Includes children under six in single-parent households where the
only parent is in the labor force and in two-parent households with both parents in the labor
force.

' Commission staff survey of child care owners and directors. See appendix C.

Many families face long
waitlists to enroll their
children in child care.
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Map 1. Households with Children Under Six—Numbers by County

Hancock
Claiborne

Number of Households with Children Under Six

] 600 and Less (22) .| 1,201 - 3,000 (27) B 7,001 - 21,000 (6)
] 601 - 1,200 (26) L 3,001 -7,000 (12) More Than 21,000 (2)

Source: Commission staff analysis of 2022 American Community Survey 5-Year Estimates, “Households and
Families,” Table S1101. US Census Bureau, December 2023.

Less-populated areas still need child care, particularly where families with
young children make up a larger share of the local community. Statewide,
families with at least one child under the age of six comprise 10.8% of all
households.” Some counties with fewer such families are above average
when it comes to share of total households—Van Buren and Perry County,
for example—but percentages in most counties fall below the statewide
percentage, with lower concentrations of young families in East Tennessee
and greater percentages in much of Middle Tennessee and parts of West
Tennessee. See map 2.

12 US Census Bureau 2023a.
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Map 2. Households with Children Under Six—Percentage of Total County Households
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Montgomery and Rutherford counties stand out as the only two ranked in
the top third of counties for both number and percentage of households
with children younger than six; demand for child care in these counties is
high. Excluding those two, the state’s other most-populous counties fall
in the middle tier for their percentage of households with young children.
Less-populated counties with high percentages of families with young
children include suburban counties like Tipton, Wilson, and Robertson.
Child care is likely perceived as a higher priority in these communities than
in others where families with young children make up a lower percentage
of the population. Much of East Tennessee can be categorized as having
medium numbers with low percentages. See map 3.
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Map 3. Households with Children Under Six—Number and Percentage of Total
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Child care availability varies across the state, and the
relationship between supply and demand is complex.

Child care comes in different forms. Many families choose informal care
settings at home with family or neighbors. According to the National Center
for Education Statistics, 55% of children not yet enrolled in kindergarten in
2023 were in some type of weekly non-parental care arrangement. Of those,

Options for child care can
be informal or formal and

look different based on 34% were cared for by a relative at least some of the time and 17% were
region and each family’s cared for in a private home by a non-relative. Two-thirds (66%) spent time
needs. in center-based care—“day care centers, Head Start programs, preschools,

pre-kindergartens, and other early childhood programs.”*® Nationwide,
for-profit chains serve one in 12 children under five in child care settings.'*
Some of the largest child care corporations operate several locations in
Tennessee. KinderCare—“America’s largest provider of early education
and child care by capacity” —operates more than 2,300 centers across

3 Bobrowski and Hanson 2023. Numbers add up to more than 100% because children could be
in more than one type of weekly care arrangement (e.g. center-based care three days a week and
cared for by a relative two days).

4 Goldstein 2022.
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the country and lists 28 in Tennessee.”” Others in Tennessee include The
Learning Group (17 La Petite Academy locations),' 18 Primrose Schools,"”
12 Goddard Schools,* six Learning Experience franchise locations,” and
six Kiddie Academy franchise locations.?

Child care facilities and programs in Tennessee are licensed or certified
by one of two state agencies: the Child Care Services division of the
Department of Human Services (DHS) or the Office of Early Learning
in the Department of Education (DOE).?! According to DHS” “Provider
Report,” as of November 15, 2024, there were 4,164 licensed or certified
child care providers in Tennessee: 2,374 (57%) were regulated by DHS and
1,790 (43%) were under the authority of DOE.*

Child Care Providers Licensed by the Tennessee Department of Human
Services

DHS regulates licensing for four types of providers:

* Drop-in Centers (14 licensed as of November 15, 2024)

» provide care for 15 or more children not to exceed 14 hours
per week and for not more than seven hours per day for any
individual child during regular working hours; and

» can also provide up to six additional hours of care per week
during evening (after 6 PM) and weekend (until 10 PM on
Sunday) hours, if the total number of hours per week does not
exceed 20 hours for any individual child.

* Family Child Care Homes (176 licensed)

» provide care for at least five but not more than seven unrelated
children and

» up to five additional children related to the primary caregiver
may also receive care.

* Group Child Care Homes (291 licensed)

» provide care for at least eight but not more than 12 children;
and

» up to three additional school age children may receive care
before and after school, on school holidays, on snow days, and
during summer vacation.

15 KinderCare Learning Companies "Brands” and “Our Centers.”

!¢ Learning Care Group “Find Your School.”

17 Primrose Schools “Locations.”

8 The Goddard School “Private Schools in Tennessee.”

¥ The Learning Experience “Find A Center Near You.”

2 Kiddie Academy “Find an Academy in Your State.”

2l More information about each agency’s rules and regulations can be found later in this report.
2 Tennessee Department of Human Services 2024c.

The Department of
Human Services (DHS)
and the Department

of Education (DOE) are
the two principal state
agencies that regulate
formal child care settings
in Tennessee.
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DHS primarily licenses
non-school based child
care providers and some
non-school entity-run
child care programs
inside schools. DOE
certifies most child care
programs inside public
and private schools.

* Child Care Centers (1,855 licensed)
» provide care for 13 or more children;
» Average licensed capacity is 98; and

» 174 of these are Head Start and Early Head Start programs
with a combined capacity of 10,676 (average capacity: 61).%

In addition to these licensed providers, there are 38 after-school programs
operated by Boys and Girls Clubs that are exempt from DHS licensing.**
Religious institutions represent some portion of licensed providers, but it
is difficult to measure with the data available. A query of DHS-licensed
provider names for those containing religious keywords returned 191
providers, which is less than 10% of the total number.”

Child Care Programs Certified by the Tennessee Department of
Education (DOE)

The Tennessee Department of Education is responsible primarily for
governing programs in public schools and those private schools that the
department certifies, including many pre-kindergarten programs for
three- and four-year-olds, Head Start and Early Head Start programs
in school locations, and extended before and after care for school-age
children. Responsibilities include care for children ages six weeks to four
years of age in child development labs in high schools; employee child
care for children of teaching staff; pre-kindergarten programs—including
Voluntary Pre-K, some Head Start, Title I, and Early Childhood Special
Education classrooms; and non-public school child care. According to the
DHS Provider Report for November 2024, there were 1,786 DOE child care
programs for which data was available.* However, that number includes
many programs where participation is restricted to low-income families,
and even more extended care programs where the only children attending
are school-age students enrolled at the same school location —commission
staff identified 180 School Age Child Care (SACC) or similarly named
programs, accounting for more than 22,000 available spots.”

Voluntary Pre-K (VPK) programs in 138 school districts representing all
but one county had 941 classrooms with 16,185 funded seats in school
year 2023-24.% The Tennessee Voluntary Pre-K initiative provides three-

3 Children from birth to age five from families with incomes below federal poverty guidelines
are eligible for Head Start services. Children from homeless families, and families receiving
public assistance such as TANF or SSI are also eligible. Foster children are eligible regardless of
their foster family’s income. US Department of Health and Human Services “Poverty Guidelines
and Determining Eligibility for Participation in Head Start Programs.”

% Tennessee Code Annotated, Section 71-3-503(a)(10).

% Tennessee Department of Human Services 2024c.

% Tennessee Department of Human Services 2024a.

7 Tbid. Commission staff filtered provider names to estimate the number of before/after school
programs.

% Tennessee Department of Education 2024b.
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and four-year-old children—with an emphasis on at risk four-year-old
children—an opportunity to develop pre-academic and social skills to
become school ready. VPK classes are designed to promote a high-quality
academic environment which fosters the love and joy of learning and
promotes success in kindergarten and throughout the child’s life.* The
Basic Principles of Tennessee’s VPK are:

* Voluntary —Parents, communities, and school districts can
decide locally whether they want and need high-quality pre-K
classrooms.

* Working for Access for All—Pre-K in Tennessee is accessible to all
four-year-old children, with an emphasis on at-risk students and
high-priority communities.

* Maintain Existing High Standards—Keep the high-quality
standards already in place regarding small class size, curriculum
requirements, and certified teachers.

* Applying to Match State Dollars—The local school district serves
as the applicant for matching state funds. Local school districts are
accountable for matching state dollars based on their state/local
match requirement. Local school districts can use some federal
funds, private dollars, or in-kind resources as part of their local
match.

* Flexible Local Partnerships —Communities, through their
local school districts, can contract and partner with non-school
providers, i.e., non-profit, for-profit, and local Head Start
programs.

¢ Community Coordination and Planning —Each school district
creates and facilitates a community “Pre-K Advisory Council”
which provides formal input into the application and plan to
expand pre-K classrooms. Representation must include but is not
limited to parents, teachers, non-school providers, Head Start, the
business community, and local government leaders.

* Office of Early Learning— A strong, centralized office monitors
the programs for accountability, oversees the application process,
consults with local districts and schools as needed.*

For school year 2023-24, state and local VPK funding totaled $110,558,090,
with $86,437,438.26 of that total provided by state government.*

Religious institutions represent a portion of licensed providers, but it is
difficult to measure with the data available. A query of DOE-certified

¥ Tennessee Department of Education “Voluntary Pre-K.”
¥ Ibid.
3 Ibid.
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Child care for infants is
especially difficult to
find, with only 61% of
DHS licensed child care
providers accepting
infants.

provider names for those containing religious terms returned 178
providers—about 10% of the total number.*

Head Start programs can fall under the supervision of either DOE or
DHS.

Head Start and Early Head Start are federally funded programs that
promote school readiness of children ages 0-5 from eligible families.
Eligibility for Head Start includes low family income, being in foster care,
being homeless, or being in a family receiving public assistance. Head Start
takes a comprehensive approach to meeting the needs of young children
and their families. Every program focuses on education, health services,
family involvement, and wrap-around support.*

In Tennessee there are 412 Head Start centers with 14,605 funded seats.
Out of these totals, 98 of them serve only Early Head Start students with
1,003 funded Early Head Start seats. Early Head Start (EHS) programs
serve infants and toddlers under the age of three and pregnant women.
EHS programs provide intensive and comprehensive child development
and family support services to low-income infants and toddlers and their
families, and to pregnant women and their families.** One can see all Head
Start locations in Tennessee on a federal government online interactive
map and access information about each Head Start center by clicking on
that location’s link.* Another online interactive map shows funded seats
by type of location.*

Openings for infants may be particularly limited in some areas.

There are eight counties in Tennessee where no DHS-licensed provider
is available to care for infants under 12 months,” and 10 counties where
there is only one.*® Of the 2,322 child care homes and centers licensed by
DHS, 1,424 (61%) report that they accept children before 12 months of age.
Data for minimum age served is missing from most of the DOE-approved
programs listed in the DHS Provider Report, but among the 831 providers
with a minimum age listed, there are none serving children before their
first birthday, five that accept one-year-olds, and 32 accepting two-year-
olds.”

% Tennessee Department of Human Services 2024c.

% ChildCare.gov “Head Start and Early Head Start.”

¥ Tbid.

% US Department of Health and Human Services “Head Start Center Locator.”

% Tableau Public “Head Start Locations.”

% Decatur, Hardin, Houston, Lake, Meigs, Pickett, Polk, and Van Buren.

% Campbell, Claiborne, Cocke, Grainger, Hancock, Johnson, McNairy, Monroe, Moore, and
Trousdale.

¥ Tennessee Department of Human Services 2024a.
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Child Care Deserts

In 2018, the Center for American Progress defined a child care desert as
“any census tract with more than 50 children under the age of five that
contains either no child care providers or so few options that there are
more than three times as many children as licensed child care slots.”*
Using a different methodology, in partnership with the University of
Tennessee Social Work Office of Research and Public Service (SWORPS),
DHS identifies counties where there is a deficit of child care availability.
DHS adds a bonus to reimbursement payments for child care certificate
program providers in these counties.*’ See map 4.

Map 4. Tennessee Child Care Deserts, 2024
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] 250-500 Child Care Seats Deficit (16) I 500 Child Care Seats Deficit (21)

Source: University of Tennessee Social Work Office of Research and Public Service 2024.

The DHS/SWORPS method compares an estimate of the number of children
under six with all parents in the labor force with the combined capacity
of DHS and DOE child care providers in each county.*? Commission
staff took a different approach, choosing to compare the total estimated
population of children under six in each county, regardless of the parents’
employment status, with the licensed capacity for only DHS-licensed
providers. See map 5.

This method takes into consideration that most of the capacity at DOE
providers comes from school-age extended care programs that are not
open to children under six. And by using a ratio of children to slots, rather
than a set deficit amount, this approach recognizes shortfalls in some less-

4 Malik et al. 2018.
4 Tennessee Department of Human Services “Child Care Certificate Program.”
4 University of Tennessee Social Work Office of Research and Public Service 2024.
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populated counties; a deficit of 200 seats is significant in a county with
an under-six population of 1,000. It also considers the possibility that the
percentage of parents in the labor force might increase if there were more
child care options available. Differences between maps 4 and 5 highlight
some of the challenges to analyzing child care supply and demand. Children
of different ages require different care providers, and a community may
have a deficit for certain age groups and a surplus for others.

Map 5. Number of Children Under Age Six per DHS-Licensed Provider Slot
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Source: Commission staff analysis of 2022 American Community Survey 5-Year Estimates and Tennessee
Department of Human Services “Provider Report” for November 15, 2024.

Affordable, quality child care is needed to maintain
and grow Tennessee’s workforce and to maintain and
Determining demand stimulate economic development.

and supply for child

Reliable child care plays a vital, two-fold role in our workforce —affording
care can be difficult

parents the ability to report to their jobs and retaining and attracting

because different age businesses to the state. The value of reliable child care becomes even more
groups require specific obvious when members of the workforce can’t make it to work because of
care providers, and a child care issue.®

communities can have
a deficit of providers for
one age and a surplus of

providers for another. There is a portion of the population that is not in the labor force because of
lack of child care. According to the Tennessee Commission on Children and

Access to child care affects labor force participation—especially
for women.

# Interview with Deniece Thomas, commissioner, Tennessee Department of Labor and
Workforce Development, August 13, 2024.
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Youth, “Among all Tennessee workers who are not currently employed,
more than one in six cite caregiving as the reason they are not working.”*
Nationally, the labor force participation rate of prime-age working women,
especially mothers with young children, was the highest ever in 2023 but
started to roll back in 2024, partly because of the lack of care resources
and their prohibitive cost. Nationally, the share of nonworking parents
of young children and those working only part time who currently report
child care needs as the main reason for their low work hours increased
from about 15% prior to the pandemic to 18% in February 2023.%

Lack of child care especially keeps women out of the workforce. According
to the Federal Reserve, “Among prime-age parents living with their children
under age 18, slightly more than one-third of women were not working
for pay, compared with 16% of men.” And “nearly four in 10 prime-age
mothers who were not working for pay said that childcare responsibilities
contributed to that choice.”* In single-parent families there is no second
parent with whom to balance work schedules. Thus, there is usually no
ability to arrange in-residence care of children. According to the Tennessee
Commission on Children and Youth, “Tennessee has stayed flat in both
percent and rank of children in single-parent families over the last decade.
There is significant disparity in this measure, with 27% of white children,
37% of Hispanic children and 71% of African-American children living in
single parent families.”*

States and local communities can help employers provide
options for child care.

Tyson Foods opened an employer-sponsored child care facility near its
complex in Humboldt, Tennessee in 2023 after recognizing that employees
needed accessible and affordable child care.* The facility —managed by
KinderCare and supporting more than 100 children and employing 20 child
care professionals—received a $150,000 establishment grant from DHS.*
To build on this successful collaboration, the state began a three-year pilot
program in 2024 to fund “innovative models” of non-profit partnerships
with private employers. The state will allocate $15 million a year for NEW
Care Partnership Grants “to support child care provided through non-
profit organizations . . . aiming to expand child care availability for the
employer’s workforce.”*

“Business size affects business resources and ability to support workers’
child care needs.” This is according to a 2021 report by the Bipartisan

# Tennessee Commission on Children and Youth 2023b.

# Bick, Gregory, and Leukhina 2023.

* Board of Governors of the Federal Reserve System 2024.

¥ Tennessee Commission on Children and Youth “Family and Community Context.”
# Tyson Foods 2023.

* Ibid.

% Tennessee Department of Human Services 2024d.

Lack of child care
negatively impacts the
labor force in Tennessee
by impeding parents’
abilities to report to
work, especially women.
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