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Case Study #2: Reframing A Business-Sponsored 

Early Childhood Finance Strategy

The Need

The State of Grandview is launching a new early care and education funding stream -- called the Child Trust Fund (CTF) -- that will be structured as an investment product. Public funds contributed to the CTF will be framed as an investment, based on estimates of how much the state will save if it invests in high quality early care and education. The proposal has received strong support from the Grandview Employer Consortium as well as a host of other well-respected business and economic development organizations. However, these leaders feel strongly that to ensure a return on the investment, funds can only be invested in high-quality early care and education programs that are held accountable for producing results. The Consortium has crafted an initiative that is market-driven, performance based, and only makes funds available to early childhood programs "that have evidence of a high return." Their proposal includes the following elements:

· High Quality Services: Has been interpreted to mean that participating early care and education providers must have attained accreditation;

· Market-driven: Has been interpreted to mean that Trust Fund allocations will be distributed as scholarships (e.g. portable subsidies that follow the child);

· Performance-based: Has been interpreted to mean that participating providers will receive 1/3 payment up front, 1/3 after the first year and 1/3 after the child is assessed as ‘ready’ on a kindergarten assessment given early in the school year.

You are part of the Governor's Early Care and Education Advisory Committee, which has been charged with reviewing and advising on the proposal submitted by the Employer Consortium.  Many Advisory Committee members -- and the early childhood community at large -- have grave concerns about the proposal. Their objections include:

· They object to limiting funding to accredited programs, arguing that this definition of quality is too narrow and the state is in the midst of developing a Quality Rating System. 

· They object to awarding the dollars as vouchers, arguing that this payment mechanism does not give programs the financial stability they need to succeed.

· They object to withholding payment until the child is assessed as 'ready', arguing that this could mean that money is held back for several years after the service is delivered. (Other advocates have argued that tracking the performance of individual children is not only inappropriate, but administratively impossible. )

While advocates raise many objections to the proposal, they strongly support the concept of a Trust Fund and want to work in partnership with the Consortium. Key leaders have stressed that support from the Employer Consortium is essential to attaining the public and private funding needed to launch and sustain the Trust Fund. The Advisory Committee is charged with crafting a compromise proposal.

The Context

Grandview currently has multiple definitions of "high quality" early care and education, based on which funding stream is used. Head Start funding is based on compliance with Head Start performance standards. Pre-k funding requires a certified teacher (or a teacher who has a "study plan" to attain certification within 3 years) in each classroom. Child care subsidy funds require that programs be "legal" -- that is, that they comply with the state's child care licensing law or are legally exempt from the law. Child care subsidy funding is based on the "market price" that is charged for the care. However, accredited programs may receive a 10% bonus in addition to the base rate. Some local United Way agencies also support -- or require -- accreditation in order to receive funding. Several local child care resource and referral agencies (CCR&Rs) have launched quality improvement initiatives that are based on Environment Rating Scale scores (e.g. ITERS and ECERS). 

All Child Care Development Fund (CCDF) funds are administered via portable subsidies that follow the child to whatever program is selected (i.e. vouchers), and are not limited to "high quality" providers. Head Start funds are awarded as contracts. Pre-K funds are allocated to school districts that may elect to contract with community-based child care providers. Private sector funds are typically awarded as contracts or grants.

Approximately 20% of the early childhood centers in Grandview have attained accreditation. (Most -- about 15% -- are accredited by NAEYC. The remaining 5% are accredited by other organizations.) This statewide percentage is a bit misleading, however, because accreditation is far more common in a few urban areas and among specific providers. For example, nearly 50% of the child care centers in the City of Wides have attained accreditation (because the local early childhood coalition has been leading an accreditation effort) while less than 1% of centers located in the rural counties that comprise most of the state have attained accreditation. Additionally, very few Head Start centers, public pre-kindergarten programs, private preschools or school-age child care programs are accredited.

Only 2% of family child care homes in the state of Grandview are accredited. Again, nearly 50% of all accredited family child care homes are located in the City of Wides.

Grandview has a career development system that includes standards for personnel who work in early childhood programs. The State Child Development Office (DCD) in the Department of Human Services provided leadership in the development of these standards, and also made funds available to the State University to develop and administer a personnel registry for the system. Except for personnel who work in public school pre-kindergarten, Grandview does not require individual licensure for staff in early childhood programs.

Data from the State's Market Rate Survey and Workforce Study indicates that:

· Approximately 18% of center lead teachers, 42% of classroom teachers, and 64% of teacher assistants have--at most-- a high school diploma.  Two-thirds (64%) of family child care providers have a high school diploma.

· Approximately 13% of center lead teachers, 19% of classroom teachers, and 11% of teacher assistants have--at most--a Child Development Associate credential. 17% of family child care providers have a CDA.

· Approximately 20% of center lead teachers, 14% of classroom teachers, and 11% of assistants have an Associates degree. Approximately 12% of family child care providers have an Associates degree.

· Approximately 49% of center lead teachers, 25% of classroom teachers and14% of assistants have a Bachelor's degree or higher. 7% of family child care providers have a Bachelor's degree or higher. However, in many instances these degrees are not in a field related to child care. 

· Child care centers in Grandview report, on average, that their annual turnover rates are 25% for directors, 30% for lead teachers, 35% for teachers, and 40% for assistants. 

The Grandview State University Career Development Center staffs a volunteer Higher Education committee that has struggled to make progress on articulation agreements. They have been somewhat successful in building relationships with community colleges. Unfortunately, only a handful of colleges in the state offer a four-year degree in early childhood education.

The State Department of Labor joined with the State Child Development Office (DCD) to administer an Apprenticeship Program grant from the federal government. Both agencies worked to align the training and education requirements of this initiative with the career development personnel standards. This initiative helped to increase enrollment in one-year CDA programs, however, the federal funds are ending this year and funding to continue the effort has yet to be secured.

The Grandview Cares for Kids Alliance has raised concerns that the State is not doing enough to encourage and reward early childhood programs that attain higher quality. 

DCD has established a tiered reimbursement rate for accredited child care centers. In addition to supporting the career development center, DCD awards a small grant to the Grandview Association for the Education of Young Children to operate an accreditation facilitation project, supports an annual quality improvement grants program (that gives one-time grants of up to $5,000 for quality improvement), and has made infant/toddler health consultants available in each of the state's child care resource and referral programs.

Cares for Kids points out, however, that the impact of these quality improvement efforts has been limited. Only a small percentage of the state's early care and education programs are accredited. To address this concern, an early childhood steering committee comprised of Cares for Kids staff, DCD and child care providers is currently exploring the feasibility of developing a tiered quality rating system. Last week the City of Panaromic -- the largest metropolitan area in the state -- learned that it had been awarded an Early Learning Opportunities Grant. The grant proposal included piloting a quality rating system.

Grandview also has multiple ways of assessing school readiness. These tools include: the Woodcock-Johnson and the Bracken Basic Concept Scale (used by the University of Grandview for their statewide child outcomes study), the Creative Curriculum Developmental Continuum (used by Children's Workshop, a large multi-site early care and education organization), the Galileo System (used by several Head Start programs operated by school districts) the High/Scope Observational Record (used by the largest Head Start grantee in Capital City), Work Sampling (used by the University of Grandview's early childhood lab school) and Deveraux (recommended by the Early Childhood Educators Association.) 

Additionally, all school districts conduct the Grandview kindergarten assessment with children as they enter school. Last year, approximately 55% of all 4-year-olds in the state were deemed "school ready". However, this varied greatly by socioeconomic status. While 80% of children in high-income school districts were deemed ready for school, only 35% of children who resided in low-income school districts passed the readiness test. 

Discussion Questions

The Advisory Committee has been asked to provide feedback on the Employer Consortium's proposal.  To this end, your group should discuss and report on the following questions:

1. Given the state's current infrastructure, services and resources, what alternative definitions of high-quality could be proposed?  How would you frame an alternative definition?

2. Are there alternative ways to frame the concept of a "market-driven" strategy that might provide a more stable source of funding for early care and education programs?

3. How could you assure that the services would be "performance-based" without directly linking funds and child outcomes?

4. What would be the most effective way to present a compromise proposal? Should it be a written paper, a meeting or series of meetings, or a presentation?

5. What natural opportunities exist that could provide additional support for the Employer Consortium proposal? Consider opportunities in Head Start, pre-kindergarten, local Early Learning Opportunity Grant consortia, etc.
