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The conference call began with a welcome and introduction by Shannon Christian. Shannon stressed how important it is to build linkages between child care and economic development. She briefly reviewed the role that the Linking Economic Development and Child Care Project has played in the Child Care Bureau's Research agenda. 

Shannon also informed participants that the format of the call would be an interview between Louise Stoney and Mildred Warner, and would be in "listen only" mode. However, participants could send in questions via email and Louise would incorporate them.

Background:  In assessing the regional economic importance of the child care sector, the first step is to measure the size of the child care sector itself.  This typically includes measuring the number and type of providers (businesses), the number of employees (labor force), the number of children served (the child care sector’s ‘product’ as it were), and the number of parents served (the child care market).  The gross receipts of the sector are fees times enrollment plus direct government payments for care.  Economic developers typically assess economic sectors by their gross receipts, employment and market. The child care sector needs to be able to present itself in these terms.  The Cornell Methodology Guide describes in detail how to do this work:   

http://government.cce.cornell.edu/doc/pdf/MethodologyGuide.pdf
Our web site also includes data for each state and interactive web-based tools to help you calculate gross receipt, parents served, etc.

The next step after measuring these direct effects, is to measure the linkage effects of the sector in the broader economy and to understand how economic development policy could be applied to strengthen the sector.  The focus of today’s call is on the linkage effects and economic development policy.

Louise:  Let’s start with Comparing Child Care Multipliers in a Regional Economy. This is a very dense report. What’s in it for state child care administrators? 

Mildred: There are two versions of this report. One is a 4-page brochure and is the “Cliff Notes” version.

http://government.cce.cornell.edu/doc/pdf/50StatesBrochure.pdf.

The full, spiral-bound report, gives you the multipliers for your state as well as an analysis across states. 

http://government.cce.cornell.edu/doc/pdf/50States.pdf
Let’s look at the brochure version first.

In tight budget times, child care can be a good economic investment for your state – even in the short term. In the long term, it supports school readiness. In the short term, increased expenditures on child care can be a boost to your state or regional economy.  As you’ll see on page two of the brochure, child care is part of the services sector of the economy. It’s important as an economic sector in its own right and also for its inter-industry linkages in the regional economy.  On page three, you’ll see maps of the “multiplier” effects for each state. On the last page, on the yellow table, it compares child care to other sectors of the economy. What’s important is how the number relates to other sectors of the economy – schools, job training, etc. Child care multipliers look very similar to these. People don’t think of child care that way but child care multipliers compare favorably and are in fact bigger than many other industries like higher education, transportation, hospitals, and tourism. It also compares favorably to industries like retail and wholesale sales which are more typical targets for economic development policy.

Louise: How can State Child Care Administrators use this information in their own state?

Mildred: What you want to use these reports to do is to start a new conversation with new partners on how child care relates to economic development. What the full report and the brochure show is that child care has strong economic linkages. These reports help to demonstrate to your economic development folks that child care belongs at the economic development policy table, too. You should be part of the discussion when exploring economic development investments.

Ok…let's go to the full report and look at state-by-state information. On page 91 you will see the actual multipliers, by state, for a number of industry sectors. You can see child care compared to elementary schools, job training, universities, etc. When economic development folks think about providing a tax incentive for a new development in a region, they consider the linkage effects--that is, the multipliers. Knowing that child care has large linkage effects will help you make the argument of how child care should be a target for economic development policy too. 

To get the actual data on your state, give the full report to your data person. If you haven’t done a study yet, you don’t need to run the multiplier numbers yourself because we’ve done it for you.  

(You will have to get the direct effects--that is, the number of child care businesses, number of employees, gross receipts, etc. But you don't have to run the multipliers. They are here in this report.) What you want to use these reports to do is to start a new conversation with new partners on how child care relates to economic development.

Louise:  I'm not sure our listeners understand what the word multiplier means. What is a multiplier? What does it measure in the child care industry?

Mildred: Multipliers measure the extent to which purchases of goods and services in one sector stimulate activity in other sectors of the regional economy. The child care industry is comprised of many small businesses that contribute directly to growth in jobs and income and stimulate broader linkage effects in the regional economy. 

Here’s another way to think about multipliers. Have you ever skipped a rock across the pond and watched the ripples as the rock hits? If you want to think in terms of your regional economy, the first dollar goes to the child care sector. The ripples begin as the child care sector spends that money on purchases such as toys and food and these purchases stimulate the manufacturing and agriculture sectors.  Child care also spends money on wages and workers spend their wages on groceries and housing and these purchases stimulate those industries.  Depending on where you draw the boundary to your regional economy pond, these ripples stay in your economy until an industry purchases a supply from outside your region.  Then the expenditure “leaks out” and stimulates the economy of another region state or community. The multipliers we have provided in the report measure  the “ripple” effect for your state.  Multipliers give a dollar estimate of how much these expenditures ripple around your state before they leak out to another state. 

Now…I should warn you that some economic developers don’t believe that multipliers for child care count. They think multipliers are relevant in other fields--like manufacturing or construction--but not for a service industry like child care. Why? Input-output models from which multipliers are derived, were first developed to help the US plan for WW II. After the war, they were used to help us understand the economy. But the economy was different then and more manufacturing and export-focused. Now our economy is primarily focused on the service sector which doesn’t have as much trade across borders.  Our economy is primarily focused on consumption.  Some will say that multipliers count for some services such as banking or education, but not for child care. We believe that multipliers count for both and that is the approach that we’ve taken in this report.

Louise: Does the early care and education industry have big multipliers because our spending is very local? In other words, we don't have much "leakage". We aren't hiring staff in other countries or buying and selling products in other states.

Mildred: Yes, child care spending is primarily within the region. Child care output multipliers are at the 93% level across all sectors in the economy – very high. They’re so high because child care businesses buy things that are available within the state economy – toys, food, materials, etc. Child care workers are spending their funds on food and clothing and housing so the funds stay in the region and continue to circulate regionally. The goal of economic development is to keep the dollars in your economy and child care does a good job of that.

Louise:  OK…I'm getting it. Multipliers -- or linkage effects -- are part of what makes child care economically important. And multipliers vary by state. Why do they vary? Are there relationships between higher quality child care and multipliers?

Mildred: States with better or higher quality child care policies (wage supplements, tiered reimbursement rates) have higher output multipliers. There is a strong correlation between quality-related policies and higher economic impacts. This is very good news.  More detail on these correlations is provided on pages 59-61 in the full report.

Louise:  OK…we could talk about this for a long time but we only have an hour for this call. So…can we shift gears and look at another publication? Let's go to the policy guide, Economic Development Strategies to Promote Quality Child Care.

http://government.cce.cornell.edu/doc/pdf/EconDevStrat.pdf
Let's start with a basic question: What is economic development policy?

Mildred: Turn to page 2 in the publication and look at the figure at the bottom of the page. Economic development fosters a community’s capacity to generate wealth for its residents by focusing on job creation. When economic development is successful, it can maintain a high level of employment and job quality. Economic development is about more than just jobs and income though. It is also about improving productivity of local resources, encouraging business profits, and promoting quality of life.

For economic development policy, there are 3 approaches – exports, productivity and sustainability. Exports are the primary way we’ve thought about economic development in this country for the last half century. Now though, we mostly think in terms of productivity. Productivity involves investment in technology, management, information, labor, land, infrastructure, capital, etc. There are many opportunities to do things with child care in relation to productivity. Economic development is also about sustainability – human development and improving the quality of life. This is an area where child care is quite strong but unfortunately US economic development policy is quite weak in the area of sustainability. Our economic development policy at the state and local level is almost exclusively about exports with some attention to productivity and little attention to sustainability. We need to realign economic development policy to be more balanced. 

Child care provides an opportunity for economic development policy to rebalance itself but that can only happen if child care is at the table.

Louise:  So how does this connect to child care?

Mildred: Look on page 5 of the policy guide.  Think about the child care sector – the market structure of the sector. Child care is very complex. What pieces of the sector, what problems, can be addressed through an economic development approach and what problems require a more public sector, regulatory approach? 

One issue is that many parents want high quality care but cannot afford it. Economists term lack of money in the consumer’s pocket as “lack of effective demand” because parents’ preference is not “effective” in influencing the supply of quality child care in the market place because they can not afford it. What strategies can we use to get more money into the consumer’s pocket so that they can purchase higher quality child care? Some strategies include:

· Subsidies (in the form of scholarships) from employers and the public sector;

· Work/life policies among employers to help families address their child care needs. 

· Expanded tax credits for families to help cover the costs of child care.

Quality Rating Systems can also help increase effective demand for QUALITY child care. And if Quality Rating Systems are linked to financing (e.g. higher subsidies or tax credits for higher quality programs) they can help make quality affordable.

Low profitability is another issue for the child care sector.   This leads to high turnover.  Economic developers are particularly concerned about retaining and expanding businesses in the local economy. They’ve developed Business Retention and Expansion programs to provide training and technical assistance to support local companies. Some of these programs are funded through the Small Business Administration and state departments of economic development. Child care could certainly benefit from business retention and expansion support. 

A lack of economies of scale is another issue confronting the child care industry.  Child care consists of many small firms. Most child care businesses are too small to be economically efficient or stable. As a result, either their administrative costs are too high in relation to direct services (making them inefficient) or they don't have much administration at all because they can't afford it (which makes them economically fragile). Neither option is good. We need strong, innovative, effective child care businesses. Just like the US invested in farm cooperatives to help small farmers achieve economies of scale as a sector, the US could invest in approaches that help child care businesses reach some economies of scale.  Louise Stoney has written a publication called Collective Management of Early Childhood Programs.

http://government.cce.cornell.edu/doc/pdf/CollectiveManagement.pdf
In this publication you will find some good examples of shared management and administration that can and are being utilized in the child care industry. And Louise is continuing to work on this topic through our Kellogg Foundation-sponsored Venture Grants program.

Louise:  Can you be a bit more specific about economic development policy? What would an economic development initiative look like in a state?

Mildred:  In the middle of the Economic Development Strategies publication, you’ll find the Economic Development Tool Box. This section of the report looks at economic development strategies and then gives examples of how to apply them to child care. 

I'll give you some examples, starting with export strategy. This is the most popular economic development policy. In this context, exports mean the import of money from outside your regional economy.  Typically economic developers use tax credits as a means of export attraction.  

Tax incentives are generally recognized as bad economic development policy but they still are the most common strategy across the land.  Tax incentives could be used to support the child care sector as well. Examples: 

· Colorado has something they call a child care contribution tax credit. The way it works is this. Any taxpayer--an individual or corporation--can make a donation to promote child care. They are then eligible for a tax credit of up to 20% of the gift. For more information, go to: http://www.nwlc.org/pdf/ACatalogOfTaxBasedApproachesForFinancingChildCareAndAppendixRev.pdf
· Oregon established an investment tax credit, but it works differently. In the Oregon model the state agreed to a certain pot of money in forgone revenue and this was "set aside" for child care investment tax credits. Then they selected a syndicator (a company) to "sell" those tax credits to investors. The funds raised from selling the tax credits are put into a pool of funds to be administered by the State Child Care Division. (Tom Olsen, the Oregon Child Care Administrator, is the contact person for this program. However, the initial legislation for this credit was developed by a group that was familiar with low-income housing and they modeled it on the low-income housing tax credit.)

· Texas has several tax strategies. First, the state passed a law that says that local governments who negotiate tax abatements can include a child care set-aside. So, some Texas local economic development offices do that (Austin is one example.) Additionally, Texas established a $50,000/year franchise tax credit for child care expenditures. The credit is available to companies that make expenditures to establish and/or operate a child care center for the children of employees. Companies can also qualify if they pay to purchase child care services for their employees from child care centers and family homes. For more information, go to: 

http://www.window.state.tx.us/taxinfo/taxpubs/tx96_687.html#childcare
Louise: Those are good examples, and all of them are about drawing new, private dollars into the child care system. But export strategies don't always have to be the private sector dollars, do they? For example, wouldn't an outreach program to encourage child care providers to use the Child and Adult Care Food Program be an example of an export strategy? Since CACFP is one of the only open-ended entitlement programs left, this strategy would bring in new federal dollars in to support the nutrition of young children in child care. 

Mildred:  Yes, that's right. There are many ways to think about exports, and it can include importing new federal funds into a state or community. 

Let's talk about capital strategies, there’s a lot that has been done around facility finance:

· The Community Reinvestment Act (CRA) requires financial institutions to reinvest in the community. CRA funds can be targeted towards child care. One bank that has done this is Providian Financial which provided $11.7 million to support child care financing projects. For more information, go to: http://www.communitycapital.org/financing/childcare.html
· Community Development Corporations, Community Development Financial Institutions, the Small Business Administration and Small Business Development Centers provide loans, grants and other forms of business support including micro-loans and revolving loan funds.

· North Carolina has a unique approach to capital finance that is linked to their 5-star licensing system--which operates like a quality rating system. In the NC model, the Center for Community Self-Help in North Carolina receives funding from the child care division to run a child care loan program. They have made loans of up to $50,000/provider at 5% interest. But here's what's unique--if after taking the loan the provider demonstrates that they have increased their star level, up to half of the loan may be forgiven. For more information, go to: http://www.self-help.org/whatsnew/prstars.asp

Louise: Those are great examples, Mildred. Any more examples? 

Mildred: Yes, there are lots more. Some of my favorites are in transportation. Both California and Florida have used transportation dollars to fund child care sites. By combining child care needs with transportation needs, communities can make child care more accessible. For example, by locating a child care facility in or near a transportation hub, you can reduce commuting time for parents, alleviate congestion and pollution and encourage the use of public transportation. Examples of this can be found on page 32 of the policy guide.

It is also now possible to use transportation planning funds to plan for child care needs. This is potentially really big money that can be used to support child care.  We need planning systems for transportation that think about the commuting patterns of parents, that is, that the “commute to work” is actually a drive to child care and then work and back to child care and home. Our transportation systems need to acknowledge this reality. We need to be at the table for these discussions at the state and community level in order to make the connections between child care and transportation.

Housing funds can also be used for child care. Federal funds through Hope VI have been used to locate child care in or next to housing developments. (See page 33 of the policy guide for examples.) Creative examples of use of community development block grant funding and low-income housing tax credits can be found on page 33 of the policy guide.

Louise: Quality rating systems and career development. How do we talk about these within the economic development framework?

Mildred:  Well, we've already talked about how quality rating systems can be linked to funding to help increase "effective demand" for quality child care. And we've talked about how quality rating systems can be linked to capital finance. So…yes, Quality Rating Systems are a very good economic development strategy. 

So is professional development.

Louise: In economic development lingo our ECE career development initiatives are called "sectoral employment and training" or “workforce development,” yes?

Mildred: That's right. And the hottest new stuff in economic development is around “occupations” rather than “industry”. Economic developers now want to invest in the labor force and are paying attention to the occupational clusters in their economy. They are building their economic development strategies around occupational clusters. Child care doesn’t have huge gross receipts but it DOES have a huge labor force.  For economic developers, it’s all about jobs!!!! In child care, the jobs are there. And you've got a great start on sectoral professional development strategies. These should resonate with economic developers.

The T.E.A.C.H. Program is a good example. This supports labor quality enhancement, workforce development and labor professionalization. You can absolutely describe T.E.A.C.H. as an economic development strategy. 

CCR&R services can be part of your information management and technology piece. That’s a productivity strategy. CCR&R’s are clearly involved in providing information to parents regarding quality and availability of care. But if they are also involved in strengthening the child care sector--as an intermediary for a host of support services--you can describe that in economic development terms as well. This intermediary role promotes economic development by enhancing the productivity and efficiency of the child care marketplace.

Louise:  Are there other ways that the Economic Development Strategies publication can be helpful?

Mildred: Use it to help you find your economic development community. We actually list some typical economic development actors and their websites to help you find these groups. State and local Industrial Development Agencies are a key partner.  Those groups actually have the authority to give tax breaks. They could make a quid pro quo that includes child care. Portland did that.  And Texas passed enabling legislation allowing their local governments to do that, too. Junior colleges are also major players, especially in workforce development. From the private sector, foundations, banks, etc. are often involved.  It is especially important to involve human resource directors, chambers of commerce, etc. At the community level, there are also community-level instructions like small business development centers, enterprise zones, community development corporations, etc. For the latter, they have a lot of expertise in applying economic development principles to housing. Help them think about how to take these strategies and apply them to the child care sector. When you come together in a planning process, you’ll want to involve the public and private entities.

Louise:  So this report could be a calling card for a conversation with the economic development world?

Mildred: Absolutely. It’s written for both economic development and child care groups. Share this with your local economic developer as a way to start a conversation. We worked hard to get these examples. A year from now, I hope there will be many more examples that we can learn from.

Louise:  Now let’s turn to the final publication, Child Care and Parent Productivity: Making the Business Case
http://government.cce.cornell.edu/doc/pdf/ChildCareParentProductivity.pdf
Mildred: This is another tool for you to use in involving the business community. This report shows the parent productivity effects of child care investments and how to measure them. On page 9 of the report, you’ll see four easy ways that businesses measure whether a policy makes economic sense or not. The author gives examples of costing out the problem and the solution.  Employee turnover and lost work-day facts are included here and are very powerful statistics.

Louise:  We need to wrap up now. This discussion has been about the most recent tools we’ve created. There are other tools on the website (referenced page one) that have also been created and will be helpful to you. We’re also available for questions and requests and to help you take advantage of these resources. So feel free to email us if you have additional questions.

Mildred:  We’ve said these materials are tools and that you should use them as a calling card. I want to emphasize though that you should not just put these reports in the mail. Instead, take them with you to a meeting. Share them and ask to have a more detailed conversation. It’s important to build a network and talk with people directly. What motivates the business and economic development communities is a concern about the inadequate social infrastructure of child care. They aren’t interested in just any child care. They want quality child care. They’ve heard about the brain research and the positive effects of quality.  You’re able to show them what they can gain in both the short and long term. This will keep them engaged. The parent productivity piece will help business leaders see the short-term benefits that accrue directly to their bottom line.

Also, don’t just focus on one part to the exclusion of others. No piece stands alone. They are all connected. Don’t just focus on subsidies for poor families or universal pre-kindergarten and don’t just pay attention to the impact on parents or the impact on economic regions. Focus on all aspects. Business and economic development partners don’t always understand this. Child care supports the economy in three very important ways: promoting human development of children, supporting parents to work, and as an economic sector in its own right. The Cornell project symbol (a trillium flower) reminds us to focus on all three components – parents, children and regions.  It is the combination of these three that makes child care such a critical social infrastructure for the economy.
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