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Costing Out Early Care and Education

Second in a series of conference calls on topics related to

early care and education financing

July 19, 2004

Speakers:
Stacie Golin, Institute for Women’s Policy Research

Anne Mitchell, Early Childhood Policy Research

Moderator:
Louise Stoney, Alliance on Early Childhood Finance

The basis for this discussion is a publication that has just been released on The Price of School Readiness: A Tool for Estimating the Cost of Universal Preschool in the States. To access a copy of this publication, go to www.earlychildhoodfinance.org and click on “What’s New”.

When you use the term universal education, what do you mean?

When we were using universal in this model, we meant universal access for any group of children that a particular state wanted to serve. Our publication focused on 3 and 4 year olds but the structure of the model can be used to determine the cost for a much broader group of children.

Is there a way to estimate how many new dollars will need to be put into a system to make a vision of universal early childhood education a reality? 

You must define your vision for an early childhood education system and then the model could be used to tell you how much it will cost.

Why cost out early care and education? 

Without going through a process of determining an estimated cost, people often overestimate and don’t take into consideration what is already being spent.  In other words, if you don't think carefully about costing out the system, you can end up with a very big number that is wrong. That is a worse problem.  The process of determining the cost also leads to a concrete discussion of what your state early childhood education system should look like. This model doesn’t tell you what your system should look like. You have to determine that. The process of figuring that out is a clarifying process for everyone.

Your book makes it clear that cost modeling is based on a set of assumptions. One of the first assumptions is population – who you are planning to serve. What are the key issues to consider when gathering data for population estimates?

You must define who you want to serve. Once you decide that, you have to determine which data sources you want to use. 

Key issues to consider are:

· Is your population going to change over the next 10-20 years?

· Are you going to assume that children of certain families might have different needs?

· Do you need data that is absolutely current to the time when you are making these estimates?

What is the take-up rate? What needs to be considered?

Anne:  The most important thing to consider when talking about a universal service is that it will NEVER mean 100% of all 4 year olds, 3 year olds, etc. Not everyone will put their child into a program. Also, it’s important to note that some families will need different kinds of programs. Take-up rate is a way of saying how many people will use this service. There are data sets that tell you how many people are enrolled in a particular type of program. That may help you calculate a percentage. Look at states like Georgia that offer universal pre-k for 4-year-olds. Perhaps use their percentage of use as a helpful example. Also look at employment rates for parents in a state and that will tell you how many may use the service as well.

Stacie:  We haven’t had the opportunity to consider how participation rates may change in a program that is already in place. Parent work patterns might be a way to help predict parent behavior.

Anne: Future participation rates are a hard thing to get a grip on because it’s difficult to project forward. One way may be to do a consumer survey to find out what they are doing now and ask what they might do later. These are guesses. You want to make your best possible well-informed guess.  The take-up rate might be a particularly important factor if you are using this model to determine participation for children at younger ages. 

How do you think about the take-up rate when a program is free versus parents are paying?

Stacie: Most states would like to see a preschool program either free or discounted. 

Anne: Every state has said we want at least part of this program to be free. You make an educated guess at the beginning about take-up rates and then you get good data in the next few years that will help you revise it. This is a living document that is changed over time.  

What is system mix and how do you estimate it?

Anne: That’s a question that has to be answered in the discussion process in each state. When we use ‘system mix’ we are thinking in terms of public school and Head Start and center-based child care and family care homes…..Then you try and estimate as best you can what each of those services now costs and what they’d cost if you improved them to meet pre-school standards. You’re basically making models of each of the settings you expect to have as part of the system and then estimating how much of each will be used.  A few states have good data about what types of programs parents use now. They know what the service patterns are in this regard.

Stacie: What we’ve done in the past is to use census data. There is a census supplement that looks at parents and work patterns (Current Population Survey, March Supplement). We use that now. The Survey of America’s Families that is being done by the Urban Institute could potentially be a good data source in terms of parent work patterns if it is updated.

Anne:  Mixed use systems are a difficult area for estimation. In theory, most agree that we want a mixed system. To estimate the costs though, you have to get away from the idea that it will cost the same to improve or deliver the service in each program. It won’t. It makes people nervous though. People who want payment rates to be standardized are uncomfortable with a cost model that varies based on the specific setting. 

In your costing out model, you divide costs into direct costs and infrastructure costs. Talk about the direct costs and how you do this in a mixed system.

The direct costs mean the cost of the early care and education service – distinct from anything you might do to support the service. Direct cost is the every day cost in a center, public school, home, etc. To get at that cost, for each of the settings, get as accurate data as possible as to what that service costs now. That does not mean what the market rates for child care are.  You want to know what does it REALLY cost. Head Start is the easiest because the Head Start reporting system collects a great deal of data that provides the actual costs as well as the current qualifications of staff and other data you need to use our model. 

What we do for child care is to try and get as good a picture as possible in that state. What we’ve typically done is to figure out a basic non-personnel budget that covers rent, utilities, supplies, equipment, food, etc. We’ve tried to standardize that across settings. The major difference between settings and the largest proportion of costs is personnel. When you talk about upgrading, personnel is also the biggest cost. We put a lot of effort into understanding what that cost is in terms of salary, benefits, etc. The direct costs involve getting that information for each setting, considering what it would take to improve this setting so that it meets preschool or higher standards, and then assigning costs to those improvements. 

On the issue of staffing….When you talk about staffing, are you talking in terms of the most qualified and what about staffing patterns?

Staffing patterns is an example of a value judgment that each state has to make. You have to determine what hours of the day you want a highly qualified teacher. The decisions that each state makes will be different and that will change the outcome of the model. You can experiment with this. You can get different costs based on different staffing patterns to help you make a decision about what your vision of the system should be and what you can afford. You can experiment with that. It’s important to emphasize, the model does NOT lead you to any particular decision about staffing or salaries. It does lead you to consider a range of things that are direct cost vs infrastructure. It’s up to you as to whether you use them or not.

Are there other factors in direct costs that need to be considered?

Staffing patterns, ratios, group sizes, and salaries/benefits are key parts of the costing out process in determining direct costs.   Other side questions might be whether you are going to have family resource workers or other staff in such programs. Another question is how similar you want services to be in each setting. Do you want the same services in family child care homes vs centers or public schools? That will impact cost. You have to think about that.

What about direct costs for facilities?

These costs are included in the direct costs estimation for each of the settings. These are based on across-the-board projections in a particular region. It is also possible to include the cost of creating new facilities once existing ones are fully used.  

What about infrastructure costs?

Programs can’t operate in a vacuum. They need supports. An example of this would be determining whether there is an adequate supply of high quality teachers. If there’s not, what is the cost of the systemic supports to help meet the educational standards you are setting for high quality teachers. 

What about technical assistance? Is that built into the infrastructure costs?

As programs are starting up, there is consultation that is needed around curriculum and program design. You need a consultant at about the rate of one consultant per 20 programs. (Assuming 75 children per program, that’s one consultant per 1500 children.) You need that level of consultation in the first year and perhaps the second year. Ongoing, you need consultation at the rate that you are expanding the program.  Monitoring for accountability is another part of this. We’ve estimated this cost at one person per 50 programs - or about the same rate as best practice for licensors. You can change that though if you want, based on other data for your state.

How do we account for other funding streams that may be picking up infrastructure costs?

Stacie: I wouldn’t take the same strategy as with direct costs, where you can back out the current funds. In some ways this comes from the process. This model cannot be conducted in a vacuum. We always have a group of stakeholders that guide us through their current system and what they want for the future. They are able to tell us what is already going on and then we modify the costs based on the information they give us. We just finished California. In the infrastructure portion of the estimate, we did not include a technical assistance cost because the stakeholders felt there was already sufficient means to meet the technical assistance needs in the state. 

Anne:  Another example – if you were doing this in a state with a robust quality rating system and you want to know the cost to integrate universal pre-school into that state, the monitoring costs might be different than in another state. You would already have people doing that monitoring function so perhaps they might just be re-trained or perhaps there is no extra cost at all.  In most states, there is not enough technical assistance or monitoring.

Anne:  One of the largest infrastructure costs is increasing the staff credentials. If you’re saying you want everyone to have a bachelor’s degree, you have to look at what the current status of the workforce is and then determine what the cost is to move the education levels of your workforce to the higher level. That leads to more assumptions – Does your higher education system have the capacity for this or does it have to be upgraded? Are you going to give full scholarships or partial scholarships?

How do you define higher quality staff?

Anne: In the states where we’ve worked, it has been defined differently. In Massachusetts, it meant someone with a bachelor’s degree in early childhood education. One state was considering the cost of teacher certification in addition to the bachelor’s degree and that would add an extra cost. Each state has to determine what it should be.

Stacie: The recurring answer for all these components is that the stakeholders group HAS to decide what it wants for its vision of universal early childhood education.

How does this work link to other research such as economic impact analysis or needs assessments? Has this been coordinated at all?

Anne: Not so far. I think the connection between economic impact studies and costing out early care and education systems is that you are relying on similar data sources. You’re looking at the workforce as part of both studies. You use them in different ways. I would think though that states that are doing economic impact studies would have a better handle on the data for a costing out study.

Stacie: I don’t think such studies would necessarily be coordinated but they would inform each other. Evaluate one report to help inform the process of another report.

In mixed systems, would you discuss the issues that might be unspoken but involve the idea of private providers making a profit vs schools that do not.

Anne:  The profit issue is an interesting one. In New Jersey, they limit the percentage of profit that a for-profit provider can build into their budget for preschool. Our model does not distinguish between profit vs nonprofit vs religious, etc. We are trying to get at the cost of delivering the service.

Stacie:  It seems to me that talking about exactly who might deliver the service in actuality is an implementation question that the model doesn’t address. This model estimates the cost rather than the implementation issues. I think this question gets into the issue of implementation.

Anne: This is a model about estimating costs and a way to get to a reasonably good ballpark figure. It does NOT tell you what the implementation model should be. Those decisions are separate from estimating costs.

You make the assumption that improvements can be spread across the board (to children of all ages in a setting) but some states have already set a precedent of whether they will fund or not fund something. How do you consider this?

If you’re costing out a system that is for 3 and 4 year olds then that’s what you’re going to include. If you’re costing out a system that includes children younger than age three then you have to figure out what their costs are and how they are included.  This model started off as a response to people wanting to understand what preschool would cost but it can be adapted to include other ages of children.

Who should be involved in cost modeling? Has any state ever done comprehensive cost modeling to include more than just pre-kindergarten? 

Anne: The process that we’ve used in this model has always included Head Start, variety of forms of child care, public schools, etc. I don’t think we’ve had anyone from the health system or beyond. The model assumes that children with special needs are included but that the costs for their additional needs are paid from other sources of funds that already exist. 

Stacie:  In putting together your stakeholder group, you should make sure you include people from state government, representatives of various agencies, etc. You need people who can provide input about what the system looks like internally and externally. You also need their participation in order to get their buy-in for the results of the study as well.

Anne: You need the higher education system involved as well. You need to include the people who already have a role in early education and people who will have a role in the future.

How do you present this data? Do you show everyone your cost estimates?

Anne: It depends on the political context. There could be a sizeable group of people who get into the detail of developing the cost model. The data is presented in a summary session to that group. In Massachusetts, the legislature was delighted to know there was a well-reasoned cost estimate and that they could attach a cost to phasing in a program. Usually though, it gets presented in a summary fashion.

Stacie: Whether these numbers get published or not, we don’t calculate these estimates with the idea that there will be a big report. The stakeholders need to decide how the numbers become public. It’s a very politically sensitive issue. The state has to decide what they want to do and what strategy they want to use in regard to the numbers.

Has it ever been presented from a cost/benefit analysis.

The rationale that is used to argue for the investment can be done with a variety of cost/benefit analyses and economic impact studies. 

How has it been used to leverage additional resources and support?

In Massachusetts, the legislature appropriated more funds and set themselves onto a path of offering preschool for all.  Illinois is another state that has used the model to support additional funds from the legislature.

Summary Statement:  This is a dynamic costing out model and something that can be changed and worked on over time. It’s very flexible. To make it simple though, it’s basically a bunch of excel spreadsheets with data!  Once you understand the process, many people could do this.

If you have not looked at the book that Stacie and Anne wrote, it is available on line at www.earlychildhoodfinance.org.  If you have suggestions about future conference calls, please email us at gscobb@smartstart-nc.org.

