
In North Carolina and across the country, the demand for child care exceeds the supply. C‌ommunities‌
across the country have child care deserts, defined as any census tract with more than 50 children‌
under age 5 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 (Center for American Progress, 2018). As of‌
2019, the Center for American Progress estimated that 51% of Americans lived in a child care desert;‌
44% of North Carolinians. These numbers do not account for the challenges with child care post-COVID,‌
which worsened in many states.‌  

More recently, the Buffet Early Childhood Institute conducted a child care gap assessment designed to‌
produce neighborhood-level estimates of the child care gap in all 50 states. They define the child care‌
gap as the number of children under age 6 who have all parents in the labor force and do not have‌
access to child care within a reasonable driving distance. This assessment estimated that North Carolina‌
has 197,084 slots offered by legally operated and state-recognized child care providers with a potential‌
need estimated to be more than double that number, or 461,353. The resulting gap suggests that 55.9%‌
percent of families with children who need care lack reasonable access to formal child care. This gap‌
was estimated to have a long-term economic impact of between $12.2 and $18.7 billion in earnings loss,‌
business loss, and tax loss (Buffet Early Childhood Institute, 2025).‌  
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More than 60% of North Carolina children under age 6 receive child care from a licensed-exempt Family, Friend, and Neighbor (FFN)
provider. Working families are utilizing FFN care due to a lack of availability of licensed care, the cost of licensed care, preference for
this type of arrangement, or some combination of these factors.‌ ‌
The federal block grant known as the Child Care and Development Fund (CCDF) permits states to provide subsidy payments to‌
‌FFN providers with some guidelines/requirements. North Carolina is one of just eight states with policies that do not permit subsidy‌
‌payments to FFN providers, even if parents are eligible for subsidy support.‌ ‌
There are existing programs/models designed to support and expand upon the minimum requirements for CCDF and engage FFN‌
‌providers in new ways, creating a potential pipeline for those who wish to pursue licensure.‌ ‌
Expanding child care options for NC parents will require exploring new ways to engage the largest segment of providers including‌
‌working together at the state and local levels to: 1) implement policy changes that would allow FFN providers to accept subsidy‌
‌payments for the children in their care, 2) create new infrastructure to support these providers and enhance quality, and 3) develop‌
‌new pathways and reduce barriers to becoming licensed.‌  

Could Including Family, Friend, and Neighbor Care in the State Subsidy Program Help
Expand Options for Working Parents? 

Expanding Child Care Options for Working Parents in North Carolina: State Policy Considerations‌   
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Family, Friend, and Neighbor Care and the Early Childhood Mixed Delivery System 
Understanding the supply and demand for child care is only a part of addressing the challenge of child
care deserts. Other factors must also be considered, such as the cost of care as a percentage of family
income, quality of care, and family preference for type of child care (i.e.‌, providing care in a language
other than English, providing care during non-traditional hours, or providing care to children with
special needs). Ensuring that we support and maintain a mixed delivery child care system where families
can choose care in different settings, such as centers or homes, can help to expand options for working
families.‌  

Family child care homes (FCCH) and Family, Friend, and Neighbor (FFN) care represent two important
components of North Carolina’s early childhood system. In North Carolina, FCCHs, like child care
centers, are licensed by the state and must meet state and local sanitation regulations, building and fire
codes, health and safety regulations, staff qualifications and training, and other applicable guidelines.
FCCHs are licensed to care for between three and ten children not related to them. FFN providers are
also home-based but are not licensed by the state and are exempt from regulation so long as they care
for no more than two children under the age of 13 who are unrelated to them. 

A report by the Child Care Resource Center estimated that the number of North Carolina children under
age 6 being cared for by FFN providers is 64% (Kenyon, 2022). The report calculated the total number of
children under age 6 with all parents in the workforce minus the total number enrolled in licensed care.
This estimate highlights that most families in North Carolina are utilizing FFN care over other options
due to a lack of availability of licensed care, the cost of licensed care, preference for this type of
arrangement, or some combination of these factors.‌ ‌
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Families seeking care who receive child care subsidies are further constricted in their search because‌
North Carolina requires that providers must be licensed and maintain at least a 3-star quality rating to‌
care for children on subsidy. Many FFN providers opt to remain unlicensed rather than to pursue‌
licensure due to barriers associated with meeting the standards for licensure (See  Home-Based Care and‌
the Challenges to Increasing Family Child Care Homes in North Carolina: Voices from the Field ). As such,‌
licensed-exempt FFN providers in North Carolina are not eligible to receive child care subsidy payments‌
for the children they care for even if the parent(s) are eligible to receive subsidy support. Child care‌
subsidy dollars are provided to states via a federal block grant called the Child Care and Development‌
Fund (CCDF). ‌The grants are administered through the U.S. Department of Health and Human Services‌
and serve as the primary source of child care assistance for families that need help paying for care.‌  

While rules vary slightly by state, families are generally eligible for CCDF if they have: 1) children under‌
age 13 who reside with a parent(s) who are working or attending job training or educational‌
programming, 2) a family income that does not exceed 85% of state median income, and 3) total assets‌
not exceeding $1 million dollars. The federal government sets some required guidelines for the use of‌
these funds however states have the latitude to develop policies specific to licensing requirements that‌
may be differentiated by provider types and may exempt some from licensing requirements altogether.‌
The legislation specifically highlights parental choice in selecting child care providers generally requiring‌
that providers must be licensed, regulated or registered with the state and meet minimum health and‌
safety standards (Congressional Research Service, 2024).‌  
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CHILD CARE SUBSIDY

Photo courtesy of Smart Start of Transylvania County

https://childandfamilypolicy.duke.edu/wp-content/uploads/2025/02/Home-Based-Care-in-North-Carolina.pdf
https://childandfamilypolicy.duke.edu/wp-content/uploads/2025/02/Home-Based-Care-in-North-Carolina.pdf
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While these requirements would not be considered insignificant, neither are they insurmountable as
evidenced by the fact that the majority of other states have included FFN providers in subsidized child
care. In fact, a number of states have very high rates of children receiving subsidy while in the care of
FFN providers. For example, in 2019, more than 80% of children in Hawaii receiving subsidy were cared
for by a FFN provider with rates ranging between 55% and 71% across California, Connecticut, Illinois,
Nevada, New York and Washington (Dwyer & Adams, 2024). Since North Carolina does not currently
include FFN providers in the child care subsidy program, added investment and infrastructure to
support them would likely be necessary to help ensure their success. There are a number of initiatives
that have been designed and implemented to serve FFN providers that both support and expand upon
the minimum requirements for CCDF. Some of‌  ‌the most common strategies include: 

Child Care Deserts in North Carolina 

Given that the majority of young children in North Carolina are served by FFN providers, coupled with
scarcity of licensed care in many communities, it seems prudent that more resources might be targeted
to engage, support and develop this group of providers. In an effort to expand child care options for
parents eligible for subsidy, most states have policies that allow some FFN providers to accept subsidy
payments within the guidelines provided by the federal government (Tyler, 2021). A report by the
Congressional Research Service (2024) highlights the minimum requirements for providers receiving
CCDF subsidy including: 

Training in Health and Safety Standards - Prevention of infectious diseases, prevention of SIDS,
administration of medicine, prevention/response to emergencies associated with food allergies, building
safety, emergency preparedness, prevention of shaken baby syndrome, handling and storage of
hazardous materials or bio-contaminants, precautions in transporting children, pediatric CPR and
reporting of child abuse and neglect. 

Inspections - Annual inspections to ensure compliance with health, safety and fire standards. 

Criminal Background Checks - Completed every five years for all child care providers, with
exceptions for providers caring only for children who are relatives. 

Trainings and workshops focused on enhancing caregiver knowledge and skill on a variety of topics such
as health and safety, child development, nutrition, social-emotional skills, and early literacy, 

Support groups and peer networks designed to connect FFN providers and share resources
and information,

Play groups that bring children and providers together usually at a central site to engage in facilitated
educational activities,

Resources, materials or supplies designed to promote learning and developmentally appropriate activities
for children as well as supports for becoming licensed, and 

Home visiting programs that pair early childhood professionals with caregivers to provide information and
guidance in child development, early literacy, and safety topics (Kenyon, 2022).

While such initiatives are voluntary and not as widely offered as similar programs designed for licensed
providers, the opportunity to receive subsidy funding could engage FFN providers and ultimately create
a pipeline for those who wish to pursue licensure. 
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Incorporating FFN providers into the subsidy program in North Carolina has the potential to increase the
availability of care and expand options for working families eligible for subsidy but would not be without
challenges. Apart from additional staffing resources that may be required to process registered FFN
providers, implement criminal background checks (if applicable), ensure completion of minimum training
requirements and conduct inspections, there are other challenges to be considered. A case study
conducted in 2024 examined how four states support FFN providers as it relates to CCDF and identified
key challenge areas including: 

High turnover rates among FFN providers making it difficult to build relationships or provide ongoing
support or resources,

Communication difficulties, either due to language barriers, lack of response by FFN providers
to calls or emails, and technology barriers,

Limited understanding of how to acquire and maintain eligibility to receive subsidies, and 

Coordination across entities (i.e., the agency responsible for oversight of licensed and licensed-exempt
providers may be different than the agency that manages and distributes subsidies) (Gal-Szabo, et. al., 2024).
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CHALLENGES

If the goal in North Carolina is to expand child care options for all parents, including those eligible for
subsidy, exploring new ways to engage and support the largest segment of providers seems an important
strategy toward that aim. Decision makers at the state and local level should work together to: 1) explore
policy changes that would allow FFN providers to register with the state and complete the federal
requirements to accept subsidy payments for children in their care, 2) create infrastructure to engage
these providers in training and technical assistance designed to enhance the quality of care they provide,
and 3) develop pathways and reduce the barriers to becoming a licensed FCCH for providers interested in
caring for a greater number of children.

RECOMMENDATIONS
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