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This report provides a brief description of how the Foster Care MARC was calculated.
A more detailed description is provided in the technical report, which is available at
www.childrensrights.org, www.nfpainc.org and www.family.umaryland.edu.
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Executive Summary

This report presents the first-ever calculation of the real expenses of caring for a child in foster care
in the United States. It systematically demonstrates that rates of support for children in foster care
are far below what is needed to provide basic care for these children in nearly every state in the
nation. On average, across the U.S., current foster care rates must be raised by 36 percent in order to
reach the Foster Care Minimum Adequate Rates for Children (the “Foster Care MARC”) calculated
through this project. In some states, rates are less than half of what it actually costs to care for a child
in foster care.

On any given day, there are more than half a million children in foster care in the U.S., the majority
of whom have entered care due to abuse and neglect by their parents. Three-fourths of them are
placed by the government with foster parents who open their homes to care for these vulnerable
children and almost one-fifth are placed in group homes and institutions.

State and local child welfare systems are obligated by federal law to provide payments to foster
parents to “cover” the expenses of caring for these children, such as food, clothing and school
supplies. These payments are typically funded with a combination of federal, state and local dollars.
However, there is no federally required minimum rate and, until now, there has been no
standardized calculation of exactly how much it costs to care for a child in foster care.

States and localities have complete discretion in setting their foster care rates. In fact, current
monthly rates range from $226 in Nebraska to $869 in the District of Columbia. Differences in the
cost of living in various parts of the country and some individual state policies regarding separate
reimbursement for certain expenses may account for a portion of the difference. However, the range
is far too wide to be completely explained by those factors. Indeed, a number of states report using
no particular methodology to determine their rates. Low among myriad state and local budget
priorities, foster care rates in many states do not appear to be based on a real assessment of
children’s basic needs.

Thus, it is no surprise that foster parents and other advocates routinely report that current rates fall
far short of the actual costs of providing care. And, if foster parents are not financially able to pick
up the shortfall by paying out of their own pockets for expenses that the state or locality is legally
obligated to cover, then children may do without.

There is evidence that inadequate foster care rates negatively affect foster parent recruitment and
retention, which can set off a chain reaction of negative consequences for children. When a child
welfare system cannot maintain an adequate pool of foster homes, children may be more likely to be
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placed in institutional settings or shuttled from one foster placement to another, an unstable
situation that can decrease their chances of ever having a permanent home.

This report does what most state and local child welfare systems have failed to do. It establishes
Foster Care Minimum Adequate Rates for Children (the “Foster Care MARC”) based on an analysis
of the real costs of providing care. The Foster Care MARC is based on expenditures that are
allowable under the Title IV-E Foster Care Maintenance Program of the Social Security Act, which
defines foster care maintenance payments as covering the cost of providing food, clothing, shelter,
daily supervision, school supplies, personal incidentals, insurance and travel for visitation with a
child’s biological family.

The Foster Care MARC sets a basic foster care rate.! It was calculated by analyzing consumer
expenditure data reflecting the costs of caring for a child; identifying and accounting for additional
costs particular to children in foster care; and applying a geographic cost-of-living adjustment, in
order to develop specific rates for each of the 50 states and the District of Columbia. The Foster Care
MARC includes adequate funds to meet a child’s basic physical needs and cover the costs of
“normalizing” childhood activities, such as after-school sports and arts programs, which are
particularly important for children who have been traumatized or isolated by their experiences of
abuse and neglect and placement in foster care.

The Foster Care MARC provides a benchmark superior to the U.S. Department of Agriculture
(USDA) estimates of the costs of raising children, upon which some states have relied to set their
rates. USDA estimates are an imperfect match for setting foster care rates because they include
expenses that are not typically part of a foster care rate, such as mortgage or rent, health care and
education, and they exclude other expenses particular to the care of children in foster care.

The national average of the Foster Care MARC is $629 per month for 2-year-olds,? $721 per month
for 9-year-olds and $790 per month for 16-year-olds, compared to the current national average rates
of $488 per month for 2-year-olds, $509 per month for 9-year-olds and $568 per month for 16-year-
olds.

It should be noted that the Foster Care MARC does not include the cost of transporting a child to
visit with his or her biological family or the cost of full-time child care for working foster parents.
Given the variability in these expenditures from case to case, states and localities should reimburse
foster parents based on their actual expenditures, in addition to the Foster Care MARC.

It should also be noted that the Foster Care MARC excludes expenses related to the cost of travel to
administrative and judicial reviews and health care appointments. These expenses are also variable

1 This project developed an estimate of the basic costs associated with caring for a child in foster care. The Foster
Care MARC does not include, for example, the additional costs of meeting the special needs of a child with a
physical disability or medical condition. Foster care rates for children with these kinds of special needs are
typically called “therapeutic foster care rates.” Although this project did not calculate therapeutic foster care
rates, the Foster Care MARC provides a basic rate to which estimates of the costs of meeting children’s special
needs can be added to determine adequate therapeutic foster care rates.

2 The Foster Care MARC was calculated for children ages birth-4, 5-13 and 14-18. States typically report their foster
care rates for children ages 2, 9 and 16, which are the midpoints of the age categories used for this project.
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and, in addition, are not reimbursable to states under the federal Title IV-E Maintenance program,
which provided the framework for the calculation of the Foster Care MARC. However, these costs
are reimbursable under other federal funding mechanisms, including the Title IV-E Administration
Program and the Title XIX Medicaid Program. Here again, states should reimburse foster parents for
their actual travel expenses for these purposes, in addition to the Foster Care MARC.

The Foster Care MARC should be quickly adopted by states and localities across the nation and
these rates should be applied regardless of whether foster homes are directly supervised by a public
child welfare agency or by private providers under contract with a public agency. Therapeutic foster
care and adoption subsidy rates should also be informed by the Foster Care MARC and adjusted
accordingly.

The federal government should improve the inadequate system of foster care payment by
establishing minimum allowable foster care rates and requiring annual cost-of-living adjustments to
those rates. As a first step toward achieving this goal, the federal government should require states
to submit their methodology for calculating foster care rates as part of their foster care state plans,
which are subject to federal approval. Finally, the federal government must strengthen its own
commitment to foster care funding.

Certainly low foster care rates are not the only factors negatively affecting foster parent recruitment
and retention, the well-being of children in foster care and children’s chances of growing up in a
permanent home. Low rates are among a number of significant systemic problems—for example,
high caseworker caseloads—that may contribute to poor life outcomes for these children and which
must be addressed. It is also critical that adequate funding and services are available to strengthen
families and prevent children from entering foster care in the first place. However, when children
cannot remain safely at home and do enter foster care, they must receive appropriate care, which
requires adequate foster care rates.

By establishing foster care rates that cover actual costs, children can receive necessary care and have
happier and more normal childhoods, child welfare systems may be better able to maintain a stable
pool of foster parents and children can have better chances of growing up in permanent families.

The tables below provide a comparison of the Foster Care MARC against current rates.
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Table 1: Foster Care MARC Compared to Current Foster Care Rates
(Alphabetical by State)

Foster Care MARC*5
Note:
The Foster Care MARC To hit the
Current Foster Care does not include travel Foster Care MARC,
Ratess and child care expenses. current rates must
Foster parents should be )
reimbursed for their be increased by:6
actual expenses for these
activities, in addition to
the Foster Care MARC.
Child’s Age: 2 9 16 2 9 16 2 9 16
US Average: | 488 509 568 629 721 790 29% 41% 39%
Alabama 410 434 446 567 650 712 38% 50% 60%
Alaska’s 652 580 688 629 721 790 wEx 24% 15%
Arizona 793 782 879 606 695 762 xEE o o
Arkansas 400 425 475 558 639 701 39% 50% 48%
California 425 494 597 685 785 861 61% 59% 44%
Colorado 348 392 423 659 755 828 89% 93% 96%
Connecticut 756 767 834 756 866 950 0% 13% 14%
Delaware 517 517 517 625 716 785 21% 38% 52%
Dist. of Columbia’ 869 869 940 629 721 790 wEE o e
Florida 429 440 515 579 664 728 35% 51% 41%
Georgia 416 471 540 588 674 738 41% 43% 37%
Hawaii” 529 529 529 629 721 790 19% 36% 49%
Idaho 274 300 431 602 689 756 120% | 130% | 75%
Mlinois 380 422 458 661 757 830 74% 79% 81%
Indiana 760 760 760 630 722 791 xEE o 4%
Iowa 454 474 525 626 717 786 38% 51% 50%
Kansas 603 603 603 628 720 789 4% 19% 31%
Kentucky 599 599 660 569 652 715 o 9% 8%
Louisiana 380 365 399 567 649 712 49% 78% 78%
Maine 548 577 614 686 786 862 25% 36% 40%
Maryland 735 735 750 628 720 789 wEE ek 5%
Massachusetts 490 531 616 766 878 962 56% 65% 56%

(continues)




Confidential and Embargoed Until October 3, 2007

Executive Summary

Foster Care MARC*5
Note:
The Foster Care MARC To hit the
Current Foster Care does not include travel Foster Care MARC,
Ratess and child care expenses. current rates must
Foster parents should be R
reimbursed for their be increased by:6
actual expenses for these
activities, in addition to
the Foster Care MARC.
Child’s Age: 2 9 16 2 9 16 2 9 16
US Average: | 488 509 568 629 721 790 29% 41% 39%
Michigan 433 433 535 646 740 812 49% 71% 52%
Minnesota 585 585 699 661 758 830 13% 29% 19%
Mississippi 325 355 400 555 636 697 71% 79% 74%
Missouri 271 322 358 627 719 788 131% | 123% | 120%
Montana 515 475 572 598 685 751 16% 44% 31%
Nebraska 226 359 359 636 729 799 181% | 103% | 123%
Nevada 683 683 773 638 731 801 e 7% 4%
New Hampshire 403 439 518 724 830 910 80% | 89% | 76%
New Jersey 553 595 667 751 860 943 36% | 45% | 41%
New Mexico 483 516 542 600 688 754 24% 33% 39%
New Yorks® 504 594 687 721 826 906 43% 39% 32%
North Carolina 390 440 490 630 722 792 62% 64% 62%
North Dakota 370 418 545 584 669 734 58% 60% 35%
Ohio 275 275 275 635 727 797 131% | 164% | 190%
Oklahoma 365 430 498 557 639 700 53% 49% 41%
Oregon 387 402 497 642 735 806 66% | 83% | 62%
Pennsylvania® 640 640 640 671 770 844 5% 20% 32%
Rhode Island 438 416 480 723 828 908 65% 99% 89%
South Carolina 332 359 425 576 660 723 73% 84% 70%
South Dakota 451 451 542 633 726 795 40% 61% 47%
Tennessee 627 627 737 574 658 722 o 5% o
Texas 652 652 652 557 638 700 o o 7%
Utah 426 426 487 634 726 796 49% 70% 63%
Vermont 475 528 584 705 808 886 48% 53% 52%
Virginia 368 431 546 605 694 760 64% 61% 39%
Washington 374 451 525 657 753 826 76% | 67% | 57%

(continues)
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Foster Care MARC*5
Note:
The Foster Care MARC To hit the
Current Foster Care does not include travel Foster Care MARC,
Ratess and child care expenses.

current rates must

Foster parents should be R
be increased by:*

reimbursed for their
actual expenses for these
activities, in addition to
the Foster Care MARC.

Child’s Age: 2 9 16 2 9 16 2 9 16

US Average: | 488 509 568 629 721 790 29% 41% 39%
West Virginia 600 600 600 561 643 705 o 7% 17%
Wisconsin 317 346 411 648 743 814 104% | 115% | 98%
Wyoming 645 664 732 608 696 763 o 5% 4%

3 The source for states” current rates is the National Resource Center for Family-Centered Practice and Permanency
Planning, http://www.hunter.cuny.edu/socwork/nrcfcpp/downloads/foster-care-maintenance-payments.pdf, sup-
plemented by Children’s Rights research.

4 The Foster Care MARC does not include the cost of transporting a child to visit with his or her biological family or
the cost of full-time child care for working foster parents. Given the variability in these expenditures from case to
case, states and localities should reimburse foster parents based on their actual expenditures, in addition to the
Foster Care MARC. The Foster Care MARC also excludes the cost of travel to administrative and judicial reviews
and health care appointments. These expenses are also variable and are not reimbursable to states under the
federal Title IV-E maintenance program, which provided the framework for the calculation of the Foster Care
MARC. However these costs are reimbursable under other federal funding mechanisms, such as Title IV-E
Administration and Title XIX Medicaid. States should reimburse foster parents for their actual travel expenses for
these purposes.

5 The Foster Care MARC was calculated for children ages birth-4, 5-13 and 14-18. States typically report their foster
care rates for children ages 2, 9 and 16, which are the mid-points of the age categories used for this project.

6 ** indicates that a state’s current foster care rate is higher than the Foster Care MARC. These states should be
commended for establishing adequate rates.

7 Since there were no cost-of-living adjustments available for Alaska, the District of Columbia and Hawaii, the
Foster Care MARC reported for these states and DC is the national average Foster Care MARC.

8 For all but three states, the current foster care rate reflected in this table is the state-established minimum rate.
Alaska, New York and Pennsylvania do not have a statewide minimum. For these states, the table includes the rate
for the most populous region (Anchorage, New York Metro Area and Philadelphia).
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Table 2: Hitting the Foster Care MARC
(States Listed from Best to Worst, Alphabetical within Categories)

Foster Care MARCnon
Note:
c . c The Fosite;1 Care I\;IARdC ;110135 To hit the
not include travel and chi
urrent Foster Care Foster Care MARC,
Rates® care expenses. Foster
parents should be current rates must

reimbursed for their actual be increased by:12
expenses for these activities,
in addition to the Foster

Care MARC.
Child’s Age: 2 9 16 2 9 16 2 9 16
US Average: | 488 509 568 629 721 790 29% | 41% | 39%
Hitting the MARC
Arizona 793 782 879 606 695 762 ot i i

Dist. of Columbia® 869 | 869 | 940 | 629 | 721 | 790 | =

Missing the MARC: Must Raise Rates by up to 25%

Alaska'® 14 652 580 688 629 721 790 e 24% 15%
Connecticut 756 767 834 756 866 950 0% 13% 14%
Indiana 760 760 760 630 722 791 . o 4%
Kentucky 599 599 660 569 652 715 e 9% 8%
Maryland 735 735 750 628 720 789 ot i 5%
Nevada 683 683 773 638 731 801 . 7% 4%
Tennessee 627 627 737 574 658 722 . 5% o
Texas 652 652 652 557 638 700 . o 7%
West Virginia 600 600 600 561 643 705 i 7% 17%
Wyoming 645 664 732 608 696 763 ot 5% 4%

Missing the MARC: Must Raise Rates by 26% to 50%

Arkansas 400 425 475 558 639 701 39% 50% 48%
Georgia 416 471 540 588 674 738 41% 43% 37%
Hawaii®? 529 529 529 629 721 790 19% 36% 49%
Kansas 603 603 603 628 720 789 4% 19% 31%
Maine 548 577 614 686 786 862 25% 36% 40%
Minnesota 585 585 699 661 758 830 13% 29% 19%
Montana 515 475 572 598 685 751 16% 44% 31%
(continues)
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Foster Care MARCun
Note:
The Foster Care MARC does To hit the
Current Foster Care |notinclude travel and child Foster Care MARC,
Rates® care expenses. Foster
parents should be current rates must
reimbursed for their actual be increased by:12
expenses for these activities,
in addition to the Foster
Care MARC.

Child’s Age: 2 9 16 2 9 16 2 9 16
US Average: | 488 509 568 629 721 790 29% 41% 39%

New Jersey 553 595 667 751 860 943 36% 45% 41%
New Mexico 483 516 542 600 688 754 24% 33% 39%
New York! 504 594 687 721 826 906 43% 39% 32%
Pennsylvania'4 640 640 640 671 770 844 5% 20% 32%

Missing the MARC: Must Raise Rates by 51% to 75%

Alabama 410 434 446 567 650 712 38% 50% 60%
California 425 494 597 685 785 861 61% 59% 44%
Delaware 517 517 517 625 716 785 21% 38% 52%
Florida 429 440 515 579 664 728 35% 51% 41%
Towa 454 474 525 626 717 786 38% 51% 50%
Massachusetts 490 531 616 766 878 962 56% 65% 56%
Michigan 433 433 535 646 740 812 49% 71% 52%
North Carolina 390 440 490 630 722 792 62% 64% 62%
North Dakota 370 418 545 584 669 734 58% 60% 35%
Oklahoma 365 430 498 557 639 700 53% 49% 41%
South Dakota 451 451 542 633 726 795 40% 61% 47%
Utah 426 426 487 634 726 796 49% 70% 63%
Vermont 475 528 584 705 808 886 48% 53% 52%
Virginia 368 431 546 605 694 760 64% 61% 39%

Missing the MARC: Must Raise Rates by 76% to 100%

Colorado 348 392 423 659 755 828 89% 93% 96%
[llinois 380 422 458 661 757 830 74% 79% 81%
Louisiana 380 365 399 567 649 712 49% 78% 78%
Mississippi 325 355 400 555 636 697 71% 79% 74%
New Hampshire 403 439 518 724 830 910 80% 89% 76%
Oregon 387 402 497 642 735 806 66% 83% 62%
Rhode Island 438 416 480 723 828 908 65% 99% 89%

(continues)
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Foster Care MARCw1
Note:
Thi Foslte; Ctare 1\;[ARdC ;119135 To hit the
Current Foster Care |notinclude travel and chi Foster Care MARC,
Rates® care expenses. Foster
parents should be current rates must
reimbursed for their actual be increased by:12
expenses for these activities,
in addition to the Foster
Care MARC.

Child’s Age: 2 9 16 2 9 16 2 9 16
US Average: 488 509 568 629 721 790 29% 41% 39%

South Carolina 332 359 425 576 660 723 73% 84% 70%
Washington 374 451 525 657 753 826 76% 67% 57%

Missing the MARC: Must Raise Rates by more than 100%

Idaho 274 300 431 602 689 756 120% | 130% 75%
Missouri 271 322 358 627 719 788 131% 123% 120%
Nebraska 226 359 359 636 729 799 181% | 103% | 123%
Ohio 275 275 275 635 727 797 131% | 164% | 190%
Wisconsin 317 346 411 648 743 814 104% | 115% 98%

° The source for states’ current rates is the National Resource Center for Family-Centered Practice and Permanency
Planning, http://www.hunter.cuny.edu/socwork/nrcfcpp/downloads/foster-care-maintenance-payments.pdf, sup-
plemented by Children’s Rights research.

10 The Foster Care MARC does not include the cost of transporting a child to visit with his or her biological family or
the cost of full-time child care for working foster parents. Given the variability in these expenditures from case to
case, states and localities should reimburse foster parents based on their actual expenditures, in addition to the
Foster Care MARC. The Foster Care MARC also excludes the cost of travel to administrative and judicial reviews
and health care appointments. These expenses are also variable and are not reimbursable to states under the
federal Title IV-E maintenance program, which provided the framework for the calculation of the Foster Care
MARC. However these costs are reimbursable under other federal funding mechanisms, such as Title IV-E
Administration and Title XIX Medicaid. States should reimburse foster parents for their actual travel expenses for
these purposes.

11 The Foster Care MARC was calculated for children ages birth-4, 5-13 and 14-18. States typically report their foster
care rates for children ages 2, 9 and 16, which are the mid-points of the age categories used for this project.

12 *#* indicates that a state’s current foster care rate is higher than the Foster Care MARC. These states should be
commended for establishing adequate rates.

13 Since there were no cost-of-living adjustments available for Alaska, the District of Columbia and Hawaii, the
Foster Care MARC reported for these states and DC is the national average Foster Care MARC.

14 For all but three states, the current foster care rate reflected in this table is the state-established minimum rate.
Alaska, New York and Pennsylvania do not have a statewide minimum. For these states, the table includes the
rate for the most populous region (Anchorage, New York Metro Area and Philadelphia).
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Hitting the MARC

I. Background

As of 2005, there were 512,000 children living in foster care in the United States.''s Foster care
services, including payments to foster parents for caring for children, are supported by a
combination of federal, state and local funding.i The Title IV-E federal foster care program of the
Social Security Act pays a portion of the states’ costs to provide care for maltreated children
removed from welfare-eligible homes. The program’s funding is structured as an “uncapped”
entitlement; therefore, any qualifying expenditure will be partially reimbursed by the federal
government to the states without limit.i

Title IV-E of the Social Security Act defines foster care maintenance payments as “payments to cover
the cost of (and the cost of providing) food, clothing, shelter, daily supervision, school supplies, a
child’s personal incidentals, liability insurance with respect to a child and reasonable travel to the
child’s home for visitation.”" There is significant variability among states in the monthly payments
provided to foster parents for the care of children in foster care and in the methods, if any, that states
use to determine the amount of those payments. Basic foster care rates vary from $226 a month in
the state of Nebraska' to $869 a month in the District of Columbia."i

Foster parents and other advocates routinely report that current rates do not cover actual costs and
there is some evidence that inadequate rates negatively affect foster parent recruitment and
retention, which may, in turn, affect the achievement of permanency for children in foster care.
Some research has found that, as a result of low rates, children in foster care may not always receive
the care they need and community members may be deterred from becoming or remaining foster
parents.* A study by the United States Department of Health and Human Services (USDHHS)
Office of the Inspector General found that foster parents incur expenses that exceed foster care rates
and often pay out of their own pockets to meet children’s needs.'i This study found that the
additional financial strain placed upon foster parents causes them to consider no longer fostering.x

Recent media reports also support these findings.x For example, California, which has the largest
number of children in foster care of any state in the nation, has reported a 30 percent decline in the
number of licensed foster homes in the past ten years, attributed at least in part to low foster care
reimbursement rates.xi Other states have reported a shortage of family foster homes, including

15 Reference citations, denoted by Roman numerals, are provided in endnotes beginning on page 18.
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Louisiana, where the foster care rate has not been increased in 11 years,*i and Wisconsin, which has
the fourth-lowest rate in the nation.xv

A reasonable hypothesis is that children in child welfare systems that lack adequate numbers of
foster homes may be more likely to experience multiple placements and be placed in institutional
facilities, v which are significantly more expensive than family foster homes. The experience of
multiple placements has been shown to negatively affect a child’s wellbeing®! and to decrease a
child’s chances of being adopted. ! In fact, 60 percent of children who are adopted from foster care
are adopted by their foster parents.xVii Thus, placement in a stable foster home is a critical factor in a
child’s chances of being adopted when family reunification efforts fail.

Placement instability may also affect a child’s chances at family reunification, as multiple placement
moves may reduce the chances that children will visit consistently with their biological families.
Frequent visiting between children in foster care and their biological parents has been shown to
increase the likelihood of reunification** Achieving permanency not only is beneficial for the
wellbeing of children, but also results in substantial government savings over long-term foster
care. X

Certainly, low foster care rates are not the only factors affecting foster parent recruitment and
retention, the well-being of children in foster care and children’s chances of growing up in a
permanent home. Low rates are among a number of significant systemic problems—for example,
high caseworker caseloads—that may contribute to poor life outcomes for these children. Other
factors inhibiting recruitment and retention cited by foster parents include limited caseworker
support, inadequate services for the children placed in their homes, poor training and caseworker
turnover. > All of these systemic issues must be addressed, in addition to raising rates to appropriate
levels.

Differences in the cost of living among various parts of the country, as well as some individual state
policies regarding separate reimbursement for certain expenses, may account for a portion of the
difference among foster care rates across the nation. However, the range is too wide to be completely
explained by those factors. Indeed, many states do not report any particular method for calculating
their foster care rates. i

A. Survey of Jurisdictions on How They Currently Set Rates

In 2007, for the purpose of informing this project, the National Association of Public Child Welfare
Administrators (NAPCWA) surveyed child welfare agencies in the 50 states and a number of
counties to collect information on their foster care rate-setting methodologies.'s Twenty-six
jurisdictions responded, including 21 states and five counties. Of these, only 14 jurisdictions
documented some basis for calculating their foster care rates. The remaining 12 did not report any
methodology. Only three out of the 26 responding jurisdictions reported having a policy requiring
periodic review of the adequacy of their foster care rates.

16 A copy of the NAPCWA report is available at www.childrensrights.org.
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Absent a more precise guideline—now provided by the Foster Care MARC—a few jurisdictions
have tied their foster care rates to estimates of the costs of raising (non-foster care) children
produced by the U.S. Department of Agriculture (USDA)¥il based on data from the Consumer
Expenditure Survey (CES) administered by the Bureau of Labor Statistics (BLS).*¥ However, the
USDA estimates are an imperfect basis for foster care rates because they include categories of
expenditures that would not typically be included in a foster care rate such as mortgage or rent,
health care and school tuition. Foster care payments are typically not intended to cover a foster
parent’s mortgage or rent; health care for children in foster care is covered through Medicaid; and
children in foster care typically attend public school. In addition to being over-inclusive of such
expenses, the USDA estimates do not include certain costs particular to children in foster care. For
example, the USDA estimates do not include the costs of the additional wear and tear on household
items that occurs due to the particular needs and behaviors of children in foster care, given the
trauma they have experienced; property and liability insurance costs related to caring for these
children; or the costs of transporting children to visits with their biological families and to
administrative reviews and court hearings.

B. Relevant Legal Precedent

In 2003, a Missouri federal court ordered the state to develop a methodology for determining foster
care reimbursement rates as a result of a lawsuit brought by the Missouri Child Care Association.
The court found the state’s method of setting payments, which was based on available funds in the
state’s budget rather than children’s needs, violated federal law. The court ordered the state to
develop a methodology for determining foster care maintenance payments based on the statutory
criteria contained in federal law. The foster care rate at issue in this case was for residential facilities
and not for foster homes, but the court’s analysis is instructive on the question of how the adequacy
of foster care rates can and cannot be determined. In 2003, a Georgia federal court ruled that
children in foster care have the legal right to have their needs met through adequate foster care
maintenance payments.

II. Purpose and Objectives

The purpose of this project was to estimate the costs associated with providing basic care to a child
in foster care in the United States in order to determine adequate foster care rates.
The objectives were as follows:

B Operationally define the basic needs of a child in foster care as guided by federal
regulations.

®m  Identify the most appropriate data sources for estimating the costs of meeting the needs of
children in foster care.

®m  Construct models to estimate the costs of caring for children of various ages in foster care.
m  Identify geographic cost-of-living variations.

m  Calculate foster care minimum adequate rates for children (the Foster Care MARC) for the 50
states and the District of Columbia that should be adopted by child welfare systems.
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ITI1. Methodology: How the Foster Care MARC Was Calculated

This section provides a brief description of how the Foster Care MARC was calculated. A more
detailed description is provided in the technical report, available at www.childrensrights.org,
www.nfpainc.org, and www.family.umaryland.edu.

A. Overview of Approach

The Foster Care MARC was calculated by analyzing consumer data reflecting typical U.S. family
expenditures to care for their children; identifying and incorporating additional costs particular to
children in foster care; and applying a geographic cost-of-living adjustment, to develop specific rates
for each of the 50 states and the District of Columbia.

Costs of Caring for a Child in the United States

The Consumer Expenditure Survey (CES), a national study of household expenditures conducted by
the Bureau of Labor Statistics of the United States Department of Labor, was the data source used to
estimate the basic expenses of caring for a child in the United States.!” 18 The calculation of the Foster
Care MARC was based on the expenditures of middle-income families on their children.
Expenditures on children by families living in poverty and very wealthy families were purposefully
excluded from the analysis because their expenditures would not provide a reasonable basis for
determining foster care rates. Cost estimates from the CES data were matched to the expenditures
allowable under the Title IV-E Foster Care Maintenance Program of the Social Security Act.

The calculation of the Foster Care MARC took into account the varying needs of children in different
age groups, recognizing, for example, that the needs of and expenses generated by a 2-year-old are
different from those of a 14-year-old. Based on age-appropriate needs and expenses, adequate rates
were calculated for three age groups: children ages birth-4, 5-13 and 14-18. States typically report
their foster care rates for children ages 2, 9 and 16, which are the midpoints of the age categories
used for this project.

Identifying Additional Costs Particular to Children in Foster Care

Caring for a child in foster care generates additional expenses beyond the basic costs of caring for a
child who is not in foster care*v Given the trauma they have experienced, children in foster care
often have particular needs and behaviors that cause increased wear and tear on household items
and the need to clean, fix or replace these items more frequently than in households without
children in foster care. For example, foster parents may need to replace bedding or do laundry more

17" The CES is the same data source used by the USDA to produce its estimates of raising a child in the United States.
However, the analysis conducted for this project addresses the deficiencies of the USDA estimates for the purpose
of setting foster care rates, as noted above.

18 CES data from 2002-2004 were used. These were the most recent data available at the time the analysis was
conducted. These estimates were then inflation-adjusted to 2006.
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frequently as a result of a child’s bed wetting. They may also have increased utility bills due to extra
laundry and needing to leave lights on at night because children are afraid of the dark, or higher
phone bills due to children needing to maintain contact with family and friends who may not live
locally. The Foster Care MARC calculation increased certain cost estimates from the CES to account
for these kinds of issues, based on the findings of another study estimating these increased costs. i

Foster parents may also incur the cost of purchasing liability and property insurance to cover loss
and damage that may occur due to children’s behaviors. The Foster Care MARC includes the cost of
purchasing such insurance. However, it should be noted that the project partners take the position
that this function should actually be handled by the child welfare system, rather than foster parents
having to purchase insurance on their own in the private market.

Finally, foster parents may incur the costs of transporting a child in foster care to his or her
biological family’s home for the purpose of visitation and to multiple medical and mental-health
appointments, as well as the costs of transporting themselves and the child to administrative
reviews and court hearings. The Foster Care MARC does not include these travel expenses because
they can vary widely from child to child; thus, foster parents should be reimbursed for their actual
expenses for these activities, in addition to the Foster Care MARC. It should be noted that child care
for the working foster parent is also not included in the Foster Care MARC because the need for
child care varies from foster home to foster home. Here again, foster parents should be reimbursed
for their actual expenses for these activities, in addition to the Foster Care MARC.

Cost-of-Living Adjustment

The Foster Care MARC was adjusted to reflect the cost-of-living index in different states, producing
individual rates for each state and the District of Columbia. >

B. Calculation of Specific Cost Categories

This section provides an explanation of how each of the eight cost categories was calculated to
ultimately produce the Foster Care MARC.

Food

The food category of the Foster Care MARC was based on the expenditures of middle-income
families on food for their children, as identified in the CES. This estimate was then increased by 10
percent to account for the additional costs that can result from behavioral issues of children in foster
care, such as hoarding food or having additional nutritional needs.

Clothing

The clothing category of the Foster Care MARC was based on the expenditures of middle-income
families on clothing, shoes and coin-operated laundry for their children, as identified in the CES
(utility expenses for laundry done at home is reflected in the “shelter” category). The CES estimate
of costs for clothing and shoes was then doubled and the cost of coin-operated laundry was
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increased by 50 percent to reflect the additional wear and tear, replacement for lost items and need
for more frequent laundry that typically result from the particular circumstances and needs of
children in foster care.

It should be noted that the Foster Care MARC is intended to cover regular ongoing expenses related
to clothing and does not include funds to purchase an entire new wardrobe, which some children in
fact need when they enter foster care. A number of states provide an initial clothing allowance to
address this issue. States that do not provide an initial clothing allowance should do so.

Shelter

The shelter category of the Foster Care MARC was based on the per-child expenditures of middle-
income families on utilities, furniture, appliances and household linens, as identified in the CES.
Expenditures on utilities were then increased by 50 percent to account for increased use of water,
phone, oil/gas, electricity and other utilities. The expenses related to wear and tear on household
items, including furniture, appliances and household linens, were doubled to reflect the need for
more frequent repair and replacement of these items.

It should be noted that the Foster Care MARC does not include costs related to mortgage or rent, as
foster parents are typically expected to be able to maintain their homes independently of the foster
care payment. In addition, the Foster Care MARC does not include the costs of preparing a home to
meet the needs of the child such as initial furnishings or safety features (e.g., window guards). These
items must be installed before the child is placed in the home and, while foster parents should be
reimbursed for those expenses, they would not be included in a monthly foster care rate tied to a
particular child.

Daily Supervision

The daily supervision category of the Foster Care MARC reflects the expenditures of middle-income
families on occasional babysitting, based on the CES, and one week of summer camp for children
ages 5-18. i Additional expenditures to cover the costs of babysitting for older children were
included in the Foster Care MARC to account for the fact that children in foster care often have
behavioral issues and require more supervision than other children.

It should be noted that the Foster Care MARC does not include the cost of full-time child care for the
working foster parent. The project partners take the position that foster parents should be
reimbursed for their actual expenses for regular child care, in addition to the Foster Care MARC.
Although it is reasonable to calculate, for example, average food costs for a child, it is not reasonable
to calculate and include in the monthly rate an average of daily child care costs, given that some
foster parents work full-time and some do not work.

School Supplies

The school supplies category of the Foster Care MARC reflects the expenditures of middle-income
families on books, recreational lessons and other school supplies, as identified in the CES. The
expenditures on books and supplies were then doubled to account for additional wear and tear due
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to the particular circumstances and needs of children in foster care. Recreational lessons reflect the
expense of providing children in foster care with “normalizing” childhood experiences such as after-
school sports or creative arts programs, which are particularly important for children who have been
traumatized or isolated by their experiences of abuse and neglect and placement in foster care i

Personal Incidentals

The personal incidentals category in the Foster Care MARC reflects the expenditures of middle-
income families on their children for reading materials, videos, toys, hobbies, gas and motor oil, fees
and admissions, as identified in the CES, and an additional 15 percent>* of other costs to reflect the
cost of personal hygiene items, cosmetics and over-the-counter medications. CES estimates of the
costs of reading materials, video games, toys and hobbies were doubled to account for additional
wear and tear due to the needs and behaviors of children in foster care.

Liability and Property Insurance

The insurance category of the Foster Care MARC includes the costs of purchasing liability and
property insurance, based on estimates from Foster Parent Professionals, Inc., an insurance company
that provides this type of insurance.

Liability insurance coverage includes (1) protection in the event a foster child is injured while in the
care of a foster parent and the foster parent is sued by the child’s natural parents or guardian; (2)
protection from claims for bodily injury or property damage to the person or property of another
because of an act of the foster child; (3) personal injury liability coverage for such things as libel,
slander, false arrest, wrongful eviction and alienation of the affection of the foster child from his or
her parent; and (4) incidental malpractice liability coverage for the foster parent’s failure to provide
needed medical care, therapy, diet or other special needs of the foster child. Property insurance
provides coverage for the foster family’s property against damage caused by the child in foster
care i Property insurance excludes damage that was intentionally caused.

It should be noted that the cost estimates included in the Foster Care MARC were based on policies
sold to child welfare agencies, not to individual foster parents, and thus they are likely a
conservative calculation of what the costs would be if an individual foster parent were to purchase
such insurance.

As noted above, although this expense was included in the Foster Care MARC, the project partners
take the position that this function should actually be handled by the child welfare system, rather
than foster parents having to purchase insurance on their own in the private market.

Travel to the Child’s Home for Visitation

The Foster Care MARC does not include the cost of transporting a child to visit with his or her
biological family because these costs can vary significantly. In some cases, a foster parent may walk
across the street to take a child to visit with his or her parents. In other cases, transportation might
take the form of a subway or bus ride. In yet other circumstances, a foster parent may have to drive a
child 90 miles for a visit. And finally, in some jurisdictions, caseworkers or case aides—not foster
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parents—provide this transportation for children in foster care. An average calculation of these
expenses would underpay some foster parents and overpay others.

Instead, it is the strong recommendation of the project partners that foster parents be reimbursed for
the actual cost of their transportation related to visitation, which may include expenses related to
transport by car, taxi, subway, bus or other means.

It should also be noted that the Foster Care MARC does not include expenses related to travel to
administrative and judicial reviews and health-care appointments. These expenses are also highly
variable from child to child. Furthermore, they are not reimbursable to states under the federal Title
IV-E Maintenance program, which provided the framework for the Foster Care MARC calculation.
However, these travel costs are reimbursable under other federal funding mechanisms, including
Title IV-E Administration and Title XIX Medicaid. Here again, states should reimburse foster
parents for their actual travel expenses for these purposes and pursue available federal funding to
support these expenses.

Finally, it should be noted that travel costs incurred by foster parents associated with the daily
provision of basic care to a child (i.e, general travel expenses not specific to visitation,
administrative and judicial reviews or medical visits) are included in the personal incidentals
portion of the Foster Care MARC.

IV. Conclusion

The Foster Care MARC should be quickly adopted by states and localities across the nation. These
rates should be applied regardless of whether foster homes are directly supervised by a public child
welfare agency or by private providers under contract with a public agency. Therapeutic foster care
and adoption subsidy rates should also be informed by the Foster Care MARC and adjusted
accordingly.

The federal government should improve the inadequate system of foster care payment by
establishing minimum allowable foster care rates and requiring annual cost-of-living adjustments to
those rates. As a first step to achieving this goal, the federal government should require states to
submit their methodology for calculating foster care rates as part of their foster care state plans,
which are subject to federal approval. Finally, the federal government must strengthen its own
commitment to foster care funding.

By establishing foster care rates that cover actual costs, children can receive necessary care and have
happier and more normal childhoods, child welfare systems may be better able to maintain a stable
pool of foster parents and children can have better chances of growing up in permanent families.
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