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Framing Investment in Early Care and Education

as Economic Development

Background

Across the United States, early care and education leaders are beginning to craft a new frame for child care--as economic development. Working closely with academics specializing in economic development, planning and social policy, these leaders have begun to apply traditional input/output methodologies to measure the economic impact of the child care industry. To date, two states and more than a dozen cities or counties have conducted child care economic impact research, a national analysis was conducted, and new studies are underway in at least seven more states and two cities. Click here for links to these studies, as well as background information and a power point presentation on linking child care and economic development.
This research allows the field to talk, in concrete terms, about the economic impact of child care--the number of jobs it creates, the revenue it brings into states and communities, the basic infrastructure it builds to enable work and enhance the quality of life. In short, the early care and education field is developing a research methodology that allows us to speak the language of investment.

Definitions

Direct effects  - as an industry child care is composed of many small businesses, who employ workers and take in revenues.  These represent a contribution to business, employment and economic base of any region.

Indirect effects - is the first layer of the "ripple effect," the economic impact of child care spending on local vendors who sold goods and services to child care establishments and therefore have revenue to hire more staff, purchase more goods, and so forth.

Induced effects - is the second layer of the "ripple effect," the economic impact of child care employees who spend their wages purchasing goods and services in the local economy.  There is some debate about how much of this effect can be counted for an industry where the majority of its demand comes from local consumer spending.

Parent (or productivity) impact - is a term used to describe the unique economic impact that the child care field has on the wages of working families. This aspect of the research, which is new and somewhat controversial, attempts to measure the economic impact of child care that enables parents to be productive employees. 

Most economic impact studies look only at the direct, indirect and induced effects described above. Child care economic impact studies are, however, also attempting to capture some portion of the earnings of parents who rely on early childhood programs in order to work.

Attachments

· Fill the Gap: Child Care Supports Workers and Employers
· New Visions for Welfare Policy: Child Care Subsidies Promote Economic Development
· How does Child Care Impact the Tompkins County economy?
Suggested Resources

· A complete summary of, and links to, the child care economic impact studies that have been completed or are in process
· The National Child Care Information Center has a special "selected resources" section on the Economic Impact of Child Care that includes publications and links.

· The National Economic Development Law Center works with many states and cities to conduct economic impact studies, and spearheaded the Local Investment in Child Care (LINCC) Project in California.

Further Discussion 

Listed below are questions that a community, region or state may find useful in further considering this issue.  The questions are designed to focus your thinking on how to conduct an economic impact analysis and how to best use the economic development frame, and data from economic impact reports, to move the finance agenda. Key questions to be explored include the following:

· What is our primary policy goal of conducting an economic impact analysis?

· Who should be involved in helping design an economic impact study? What do we want these folks to do?  How can they be most effectively involved in study design and analysis?

· How can we bring experts who specialize in economic development into the process? Who specifically should we invite? In other words, who are "experts in economic development"? Where do they work? What do they do?

· What are the biggest challenges to conducting an economic impact analysis?  How can we get the sector to think of itself as an economic sector and provide reliable basic data on number of establishments, employment, number children and working parents served, and gross revenues?  

· What issues do we need to be careful about in conducting an economic impact analysis?  Where is the debate in the economic development field on the use of these analyses?  How can we reap the benefits of this dialogue without falling into the traps?

· What are the most promising ways to use child care economic impact studies? Clearly, they are an effective advocacy tool and an important way to build the case for public funding in times of scarce resources. But can they be used strategically to mobilize action? If so, how?

· Can the field of economic development offer new financing strategies for the child care industry? If so, what do we need to know? And how do we obtain this information? How can economic development experts be most effectively involved in a discussion of new policy approaches that might result from an economic development frame?

· We've been talking a lot about what the field of economic development can bring to ECE, but let's reverse that question--what can ECE bring to the table? What does our field need to do to be ready for these discussions? Are we ready to embrace an industry frame -- which might require programs to think about changing the way they do business? Should we be cautious about an economic development frame undermining our core educational mission?

This is one in a series of issue briefs that were developed for use in a broader discussion on Early Care and Education Finance Reform that was held on January 26-27, 2003 in Greensboro, North Carolina. These issue briefs were developed and written in collaboration with Anne Mitchell and Louise Stoney of the Alliance for Early Childhood Finance.  For more information, email gscobb@smartstart-nc.org.
