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How Can We Move From A Flawed Subsidy System For The Poor To A Financial Aid System For All Families That Need It?

Background

To achieve a system of financing that will support quality early care and education for all children, there is both the need for much greater public investment and the need for a reformed structure for using the resources.  Setting aside the need for more money, the current financing system has several major flaws:  

· Funding for early learning and after-school programs is a tangle of sources, targets and financing mechanisms that are nearly all capped at per-child levels that are insufficient to support high-quality services. 

· Even though all of society benefits when children reach their full potential, most families are left to pay whatever they can afford.  As a result, children are often in poor quality programs that can hinder learning and put their health and safety at risk.  

· Most programs are unable to provide high-quality education and care, because the parent fees and government reimbursements on which they depend are insufficient to attract and keep qualified staff. 

· We do not have any consistently applied methods for determining the parent share or the total cost of providing ECE services.  Different funding streams use different methods, which are based on inconsistent -- and sometimes inappropriate -- assumptions of what parents can afford and what it costs to provide high-quality services. 

This is a stark contrast to our national system of financing higher education, which recognizes the value of post-secondary education and provides subsidies to individuals and institutions alike: 

· Tuition at most public universities is half that of tuition for a young child at an early learning center.

· Tuition covers only 30 – 35% of a college’s operating revenue, while parent fees cover 65% - 100% of early learning and after-school programs. 

· Families with a wide range of incomes are eligible for some financial assistance to meet the high price of higher education.  

This discrepancy exists despite the fact that families with young children have much lower incomes, generally, than those with college-age children, and the early years are the prime opportunity for stimulating learning and brain development.  

To restructure the ECE finance system, requires at least the following three key infrastructure elements:

A financial aid function that:

· Helps families complete a financial aid application to calculate their ability to pay for early learning and after-school programs. 

· Promotes a seamless intake process that would provide entry to all early childhood/school age care programs through a coordinated intake system.

· Coordinates resources (by "packaging" financial aid) to build the pool of financial aid options, and

· Helps families obtain financial aid to narrow the gap between what good programs cost and what they can afford to pay.

· Offers financial aid based on the actual price of the service.

A quality function that: channels resources to programs and providers in ways that address critical workforce development challenges and enhance availability, affordability and quality. This might include linking reimbursement to program quality, as well as direct, institutional subsidy.

A development function that: increases the amount and diversity of public and private investments in the system.

Suggested Resources

· Learning Between Systems:  Adapting Higher Education Financing Methods to Early Care and Education
Teresa Vast, July 2001, Lumina Foundation for Education Research Report. 

· America’s Child Care Problem
Suzanne Helburn and Barbara Bergman

This book has significant discourse on financial aid and the policy questions.

· A "Noble Bet" in Early Care and Education: Lessons from One Community's Experience
Brian Gill, Jacob Dembosky,  & Jonathan Caulkins,  Santa Monica, CA: Rand Corporation 

Further Discussion 

Further exploration of this issue requires careful thought about design and infrastructure issues.

Design 

· How do we determine what parents should pay?  Should it be based on an analysis of income and expenses, or a flat percentage, such as 10%?
· Should there be one national standard and financial aid determination system, like in higher education?  
· What should be the policy framework for determining if there should be a cap on tuition? In other words, should reimbursement always be linked to price--regardless of how high it is? Or should there be a cap? And if so, what should  the upper limit be?  
· Will there be levels of quality required for participation in the system (colleges have to be accredited)? 

Infrastructure 

· What has been learned from the communities in the Finance Circle, other communities and/or states about reforming the structure of finance?

· Can some elements of a new system be implemented incrementally, while maintaining some or all of the current ‘flawed’ system (e.g., running parallel systems)?

· What infrastructure would be needed to implement elements of a new, seamless system of financial aid for ECE?

Overall

· What are the most important next steps in moving the field toward exploration of this approach?

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.































































