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Guaranteed income programs, which provide families with direct unrestricted cash payments, represent a 
promising avenue for supporting the health and well-being of families with low incomes who have young 
children. However, because guaranteed income receipt may affect families’ ability to qualify for child care 
subsidies, policymakers must consider policy strategies that allow families to maintain access to this 
essential support. 

The idea of providing families a guaranteed income—a type of unrestricted cash transfer provided directly 
to individuals or families with low incomes to ensure they have a minimum level of cash resources—began as 
early as the 1930s. Guaranteed income continued to gain traction as an important tool for economic justice, 
particularly for Black Americans, during the Civil Rights Movement. As Dr. Martin Luther King, Jr. famously 
wrote in his book, Where Do We Go From Here?, “The solution to poverty is to abolish it directly by a now 
widely discussed measure: the guaranteed income.” Today, guaranteed income programs are proliferating 
across the country—playing an important role alongside other social safety net programs (e.g., programs 
designed to reduce poverty and support individuals and families by offering a range of benefits and services, 
including assistance with food, housing, health care, and child care) in supporting economic well-being and 
economic justice for families.  

However, participation in a guaranteed income program can inadvertently affect a family’s eligibility for 
child care subsidies and other social safety net benefits. For example, a $1,000 monthly payment from a 
guaranteed income program could be counted as additional family income, which could reduce the family’s 
benefit amount or make them ineligible for a specific benefit entirely. As a result, a family’s "net" resources 
(income plus benefits) could be less than the full guaranteed income amount and, in some cases, actually 
result in a net loss. The loss of child care subsidies can not only result in reduced net resources, but also 
affect parents' ability to work and limit access to high-quality child care for families with young children. 
 
In this brief, we present information on the benefits of guaranteed income programs and the importance of 
protecting child care benefits for families receiving a guaranteed income. Additionally, we provide 
recommendations for protecting access to child care subsidies for families receiving guaranteed income.  

Key policy recommendations in this brief 
 
Policymakers can help protect child care subsidy benefits for families participating in guaranteed income 
programs by: 

• Seeking state waivers to safeguard access to child care subsidies for specific guaranteed income 
programs 

• Creating state policy environments, either through state administrative or legislative action, that 
protect access to child care subsidies 

• Updating Child Care and Development Fund (CCDF) State Plans to exclude cash received from 
guaranteed income programs from income determination for child care subsidies 

November 2023 

• Updating federal CCDF guidelines regarding income determination for cash received through 
guaranteed income programs 

 

https://www.citybureau.org/newswire/2022/8/11/the-history-of-guaranteed-income-explained
https://www.citybureau.org/newswire/2022/8/11/the-history-of-guaranteed-income-explained
https://www.penguinrandomhouse.com/books/205943/where-do-we-go-from-here-by-martin-luther-king-jr/
https://www.mayorsforagi.org/about
https://www.mayorsforagi.org/about
https://www.childtrends.org/publications/lessons-from-a-historic-decline-in-child-poverty-main-government-programs-aimed-at-reducing-child-poverty-in-the-united-states


 

Protecting Child Care Access for Families With Young Children Participating in Guaranteed Income Programs 2 

Guaranteed income programs should supplement, rather than 
replace, other benefit programs to support child and family well-
being. 
 
Guaranteed income programs can support the health and well-being of families with young children living 
with low incomes. Research increasingly points to the clear benefits of guaranteed income programs. 
Evaluations, both domestic and international, have demonstrated repeatedly that guaranteed income 
programs reduce poverty, boost economic well-being and physical health, and increase access to education 
and employment for families and individuals with low incomes. Recent evidence also suggests the 
importance of these programs in supporting the healthy development of infants and toddlers. Guaranteed 
income programs are cost-effective mechanisms for supplementing household incomes, supporting 
pathways to economic mobility, and reducing economic disparities. 

By providing families with direct cash, guaranteed income programs allow families the dignity and flexibility 
to meet their needs at their own discretion. Importantly, these programs are meant to supplement, not 
replace, other existing benefits (e.g., housing vouchers, child care subsidies) as part of the social safety net. 
This is particularly important for families living in deep poverty, who experience an additive benefit of 
participating in multiple social safety net programs. Unfortunately, due to inconsistencies in how cash from 
guaranteed income is considered in income determinations for means-tested benefits, some families may be 
at risk of experiencing a benefits cliff, or a loss of means-tested benefits due to the nominal increase in their 
income from the guaranteed income program payment. For families with young children, this cliff can be 
particularly steep—especially for families receiving a child care subsidy to offset the cost of child care. 
 
To protect these benefits, many guaranteed income programs request waivers to protect families’ benefits 
from specific programs (e.g., Supplemental Nutrition Assistance Program [SNAP], Special Supplemental 
Nutrition Program for Women, Infants, and Children [WIC], Temporary Assistance for Needy Families 
[TANF]). Some states, like Illinois, have also passed legislation that allows programs to temporarily exclude 
cash received through pilot guaranteed income programs in determining income eligibility for select 
programs. However, to date, there have not been any permanent statewide or federal efforts to protect 
child care subsidies for families enrolled in guaranteed income programs. This is an important oversight, as 
child care subsidies are often one of the largest dollar amount benefits available to families with young 
children.  

Child care subsidies are an important part of the social safety 
net. 

Affordable, high-quality child care supports the healthy development of young children and enables parents 
to participate in the labor force: Access to this care is critical for families’ economic well-being. Child care 
subsidies, available through federal funding provided by CCDF, are available to eligible families with low 
incomes (typically at or below 85% of state median income) to offset the cost of care. States and territories 
have some flexibility in the design and implementation of their subsidy systems, including reimbursable 
amounts, parent co-pays, eligibility criteria, and, importantly, how income is calculated for eligibility. All 
decisions on the design and implementation of these subsidy programs are outlined in each jurisdiction’s 
CCDF Plan.  

States and territories are required to detail how they will determine income eligibility for child care  
subsidies and what is considered “countable income.” States vary in their treatment of many cash benefits 

https://journals.sagepub.com/doi/pdf/10.1177/237946152100700107
https://www.researchgate.net/profile/Francesca-Bastagli/publication/307436275_Cash_transfers_What_does_the_evidence_say_A_rigorous_review_of_programme_impact_and_of_the_role_of_design_and_implementation_features/links/57c586cc08ae0a6b0dc8ca9f/Cash-transfers-What-does-the-evidence-say-A-rigorous-review-of-programme-impact-and-of-the-role-of-design-and-implementation-features.pdf
https://sp2.upenn.edu/study-guaranteed-income-improved-peoples-health-during-pandemic/
https://onlinelibrary.wiley.com/doi/10.4073/csr.2013.8
https://static1.squarespace.com/static/6039d612b17d055cac14070f/t/6050294a1212aa40fdaf773a/1615866187890/SEED_Preliminary+Analysis-SEEDs+First+Year_Final+Report_Individual+Pages+.pdf/
https://www.babysfirstyears.com/
https://www.childtrends.org/publications/lessons-from-a-historic-decline-in-child-poverty-main-government-programs-aimed-at-reducing-child-poverty-in-the-united-states
https://www.childtrends.org/publications/lessons-from-a-historic-decline-in-child-poverty-main-government-programs-aimed-at-reducing-child-poverty-in-the-united-states
https://www.abtassociates.com/insights/perspectives-blog/guaranteed-income-and-avoiding-the-benefits-cliff
https://www.abtassociates.com/insights/perspectives-blog/guaranteed-income-and-avoiding-the-benefits-cliff
https://www.ncsl.org/human-services/introduction-to-benefits-cliffs-and-public-assistance-programs#:~:text=Benefits%20cliffs%20(the%20%E2%80%9Ccliff%20effect,a%20small%20increase%20in%20earnings.
https://www.urban.org/urban-wire/benefit-cliffs-underscore-need-stable-accessible-social-safety-net
https://www.chapinhall.org/project/direct-cash-transfers-policy-toolkit/
https://www.ilga.gov/legislation/BillStatus.asp?DocNum=1735&GAID=15&DocTypeID=SB&SessionID=108&GA=101
https://psycnet.apa.org/record/1987-31040-001
https://cepr.org/system/files/publication-files/101414-covid_economics_issue_62.pdf
https://www.acf.hhs.gov/archive/occ/faq/what-child-care-and-development-fund-ccdf
https://childcareta.acf.hhs.gov/ccdf-fundamentals/family-income#:~:text=Family%20income%20must%20be%20at,exceed%2085%20percent%20of%20SMI
https://www.acf.hhs.gov/occ/form/approved-ccdf-plans-fy-2022-2024
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(e.g., TANF, and Earned Income Tax Credit [EITC]), although federal CCDF guidelines do not explicitly 
require them to respond to how guaranteed income might factor into income eligibility determination (see 
the “Examples of cash gifts and income eligibility in three CCDF State Plans” textbox). States and territories 
are, however, asked to describe how they treat “cash gifts.” Cash from guaranteed income programs may be 
treated as a recurring monthly cash gift. Much of the language in the plans around recurring cash gifts 
specifies that this income is, in fact, countable (or likely countable), given the predictable nature of the cash. 
This means that, for families receiving both a guaranteed income and a child care subsidy, their ability to 
receive or maintain a child care subsidy may be at risk as their income increases.  

The ways in which participation in a guaranteed income program might impact other benefits will likely vary 
depending on a family's specific circumstances. Figure 1 illustrates how select benefits for a family of two 
(including one infant) in Birmingham, Alabama with a monthly income of $2,456, just below 150 percent of 
the federal poverty level (FPL), would be affected by the receipt of a $1,000 monthly guaranteed income if 
means tested social safety net programs are not protected.  
 

Figure 1. Example of changes in select benefits with and without a guaranteed income of $1,000 

Household of two with a monthly income of $2,456 in Jefferson County, AL 

 

 
Source: Federal Reserve Bank of Atlanta Guaranteed Income Dashboard, August 2023 

Examples of cash gifts and income eligibility in three CCDF State Plans 

Nevada: “Cash gifts are not counted if they are given voluntarily without payment in return and are 
received too irregularly to be reasonably anticipated.” 

Ohio: “Cash contributions received by the family from persons, organizations, or assistance agencies are 
fully counted.” 

Utah: “Cash contributions from non-household members are counted. Irregular income, such as donations, 
cash prizes, gifts, and awards, are counted only if they can be reasonably anticipated in a month. Irregular 
income less than or equal to $30 per household member per quarter year is not counted.” 

Source: CCDF Policies Database 

 

 

 

 

https://ccdf.urban.org/search-database
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Without additional protections to ensure families’ continued access to other safety net benefits—
particularly child care subsidies—guaranteed income programs will not have the full intended effect on 
family economic well-being. 

Policy strategies can protect child care access for families with 
young children participating in guaranteed income programs. 

 

As guaranteed income programs become more common, state, territory, and local policymakers must 
consider effective and sustainable methods of protecting access to child care subsidies for families with 
young children receiving a guaranteed income. Current approaches to protecting child care subsidy benefits 
for families receiving a guaranteed income are fragmented and typically require the guaranteed income 
program to request waivers from the state. Without protections, participation in guaranteed income 
programs can have the unintended consequence of exposing families to the child care benefits cliff, which 
may reduce their income, affect parents’ ability to work, and result in young children’s placement in child 
care arrangements that are not well-matched to families’ needs. 

Below, we offer recommendations for protecting child care subsidy benefits for federal, state, and local 
policymakers interested in designing new—and strengthening existing—guaranteed income programs that 
support families of young children. At the core of each recommendation is the exclusion of guaranteed 
income programs from income determinations used for eligibility for child care subsidies.  

Seek state waivers to safeguard access to child care subsidies for specific 
guaranteed income programs.  

This recommendation is meant for local leaders in the current state and federal policy environment. 
Waivers for specific guaranteed income programs would expand on the piecemeal approach used to 
safeguard food assistance and other benefits that recipients of guaranteed income may receive. As 
jurisdictions continue to design and launch guaranteed income programs, they should actively seek support 
from state leaders in protecting access to child care subsidies for families with young children.  

Create state policy environments, 
either through state 
administrative or legislative 
action, that protect access to child 
care subsidies as guaranteed 
income programs proliferate.  

This recommendation is also meant for local 
leaders in the current state and federal policy 
environment. In addition to waivers, some 
states have passed legislation to protect access 
to certain benefits (see the “Examples of 
legislation to exempt guaranteed income from 
social safety net income eligibility” textbox), 
which may help protect benefits for recipients 
of multiple guaranteed income programs in a 
given state. 

Examples of legislation to exempt 
guaranteed income from social safety net 
income eligibility  

Illinois (2019): Excludes wages, cash transfers, or 
gifts from determination of eligibility for participants 
enrolled in a direct cash transfer research program for 
a period of no more than 60 months. 

Minnesota (2021): Exempts cash transfers from 
income eligibility for social safety net programs, 
including child care assistance programs, for 
participants in a direct cash transfer program 
evaluation, expiring January 1, 2026.  

Washington, DC (2022): Excludes direct cash 
transfers from the definition of earned income for the 
purposes of qualifying for public assistance. 

 

 

 

 

 

 

https://www.atlantafed.org/-/media/documents/community-development/publications/discussion-papers/2021/01-restructuring-the-eligibility-policies-of-the-child-care-and-development-fund-to-address-benefit-cliffs-and-affordability-2021-06-18.pdf
https://www.childtrends.org/publications/defining-and-measuring-access-to-child-care-and-early-education-with-families-in-mind
https://www.ilga.gov/legislation/BillStatus.asp?DocNum=1735&GAID=15&DocTypeID=SB&SessionID=108&GA=101
https://www.revisor.mn.gov/bills/text.php?number=HF11&type=bill&version=1&session=ls91&session_year=2020&session_number=1
https://code.dccouncil.gov/us/dc/council/laws/24-195
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Update CCDF State Plans to exclude cash received through guaranteed income 
programs from income determination for child care subsidies.  

Child care subsidy systems should exclude cash received from guaranteed income programs in income 
determination processes. In the absence of federal guidance, states and territories can use existing CCDF 
Plans to be explicit about the treatment of cash received from guaranteed income, and how this cash is used 
to determine income eligibility for the child care subsidy program. 

Update federal CCDF guidelines regarding income determination for cash 
received through guaranteed income programs.  

While current CCDF guidelines offer states and territories flexibility on the design and implementation of 
their child care subsidy systems, federal guidelines dictate that CCDF Plans must detail specific treatment 
of certain income sources in determining eligibility. Currently, CCDF guidelines do not detail how states and 
territories must report on the ways they consider cash from guaranteed income programs in their income 
determination processes, which leaves child care subsidy staff without clear direction on how to treat this 
type of cash benefit. Updating CCDF guidelines to specifically name guaranteed income is important to the 
success and sustainability of these programs. Federal officials can also encourage states to exclude 
guaranteed income programs from income determination or, at minimum, clearly specify that states have 
the flexibility to do so.  

In conjunction with the social safety net, guaranteed income programs have the potential to support the 
health and well-being of families with young children. However, policymakers need to take steps to ensure 
that families with low incomes have continued access to the social safety net while participating in 
guaranteed income programs. In particular, policymakers should ensure families’ access to child care 
subsidies when designing guaranteed income programs, in setting CCDF policy, and in determining state 
eligibility requirements. In doing so, they can support families’ ability to participate in guaranteed income 
programs without losing access to the child care on which they rely to work, grow, and thrive. 
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