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Child Care and Early Education Financial Aid: 

Adaptations from Higher Education

How can child care and education adapt strategies to make layered financial aid accessible to parents and increase the private layer?

Background

The greatest challenge facing the early childhood field is not how to deliver quality care and education.  Our biggest challenge is how to develop a coherent public/private  financing system so that:

· parents have the consumer information they need to demand quality and to make informed choices

· a coordinated system of financial aid ensures parents easy access to a variety of options

· public and private investments and funding mechanisms are adequate to ensure that the market can produce quality choices and that a broad range of families can afford quality programs

Financing for child care and early education must address the following short-comings: 

1) Public’s lack of understanding of the benefits of quality child care and early education for society and for working parents and their children.

2) Public’s lack of information about what quality child care costs and that a broad range of parents need financial aid. 

3) Current financing options are under-utilized and under-publicized for the        broad range of parents due to the lack of coordination of current federal, state and local funding mechanisms. Even the savviest parents are confused by the        array of eligibilities, application processes and guidelines.  

4) Child care fee ‘sticker shock’ as well as low and modest income parents’       inability to afford market fees creates a disincentive for providers to charge       fees that cover the full cost of quality services.
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5) Lack of consumer (parent) information to distinguish between mediocre and       good quality providers. Also, because of extreme market price sensitivity and pressure on costs, many communities simply don’t have choices of high       quality programs. 

6) Lack of systemic quality standards that link public and private investments in market based programs with documented positive child outcomes that       generate a high rate of return on investment.

The Higher Education Financing Framework

The financial shortcomings for child care are in stark contrast to the national system of financing higher education, which recognizes the value of post-secondary education and provides subsidies to individuals and institutions alike. Choice, access, quality and equity are strongly held values in the U.S. higher education system. Higher education financing has sparked interest among early childhood education leaders because it seems to have great potential for providing productive new approaches for focusing parent demand for quality, simplifying family access to financial aid, and increasing community investments in quality supply. 

Higher education has a complex service delivery system and a plethora of financing sources and strategies, similar to the early care and education system. However, the financing system for higher education provides easily accessible financial aid for over half of all college students, reaching millions of families with a broad spectrum of incomes. Provided by federal and state funds, an array of scholarships, loans and tax benefits make it possible for most low- and middle-income families to send their children to college. Most of these families would not qualify for severely restricted child care and early education subsidies. 

Simplified System for Overcoming Price Barriers. The higher education financing system is designed to support students’ and families’ choices by narrowing the gap between what it costs to attend college and what families can pay.  It simplifies the aid process by providing a single point of entry for information on federal and state financing options that is accomplished by matching a student’s eligibility for available funds with each type of assistance and by combining aid from a variety of sources.  

Anyone who has paid for a college education is familiar with the one-stop system of higher education funding. Students and their parents can easily access available resources, from federal loans and grants to tax write-offs, simply by visiting the Free Application for Federal Student Aid (FAFSA) website (or their college’s financial aid office). Local financial aid offices on each college campus serve as the hub for students, the institution, private donors and other funding sources.

Adapting Higher Education Strategies for Child Care and Education

Following are three strategies adapted from the higher education financing system which could help to make child care and education financing more accessible, equitable and broadly utilized while increasing private support.

(1)  Accessible Financial Aid “Packaged” for a Broad Range of Families

A national Child Care Financial Aid (CCFA) website is under development to provide parents with immediate estimation of a benefits “package” for which they qualify. The CCFA website will also provide application information and downlinks, where possible, to increase parent utilization of subsidies, scholarships, tax benefits and other financing options. Over time, we expect that use of the CCFA website by a broad range of parents will decrease the “low income stigma” attached to applying for child care subsidy. 

As with higher education, this one-stop shop will allow all parents—regardless of income—to view the financing options available to them.  By answering a few (10 – 15) questions about their situation (such as family size, income, their children’s ages, etc.) parents can immediately learn about the financial aid resources at their disposal.  Parents will also have automatic access to application materials, as well as specific information on programs in their state or city.  From tax credits and pre-tax accounts to subsidies and local scholarships, parents will no longer miss out on the financing options for which they are qualified.  

This system will be available on-line and in-person.  Parents can access it at multiple points: their work computer, their neighborhood library, their pediatrician’s office, even their home computer. Empowered by the knowledge of all resources available to them, parents can choose early childhood education that best fits their budget and their child’s needs.  

(2) Family Affordability – the Higher Education System’s “Expected Family Contribution”

The higher education financial aid system also establishes families’ ability to pay for college – called the Expected Family Contribution - using a national need analysis method.  The current federal devolution to states of TANF and the Child Care Development Fund has created a patchwork system with 50 different state programs, each with their own subsidy parameters. There is no standard for determining parent affordability – or what parents should be expected to pay. The gaps, waiting lists and inequities make some families financial aid  “winners” and others “losers.” To create an equitable, coherent and accessible financing system, child care and education needs an agreed upon, universal methodology for determining family “ability to pay,” similar to the higher education methodology. 

(3)  Private Contributions in Higher Education vs. Early Education 

Private sector funds (including grants, contributions and sales) comprise a significant percentage of the higher education budget. In public institutions, private contributions and sales represent about 28% of total revenues, public funding represents about 51% and parent tuition is only about 18%, with 3% other funding. In private colleges, private sector funding represents about 36% of the total revenues, government contributions comprise about 17% and parent tuition is about 42%, with 5% other funding.  

Meanwhile, out of an estimated $40 billion dollars spent on early care and education in the U.S in 1996, families contributed 60% of the total revenues, government contributed 39% and the private sector contributed less than 1 %.

To increase private funds supporting early care and education, the financing system needs to include community fund development offices and public/private funding mechanisms. These offices would serve the following functions:

· Developing the donor base

· Disbursing scholarships to families based on an equitable, cost effective, and results oriented plan

· Maintaining and upgrading the state’s section of the national Child Care and Education Financial Aid Website

· Disbursing quality improvement grants to programs based on accountability for improving children’s outcomes

· Messaging the results broadly in the community

Additional Resources

Learning Between Systems: Adapting Higher Education Financing Methods to Early Care and Education

Financial Aid Think Tank Report, Teresa Vast, author; 2001. 

http://www.luminafoundation.org/publications/researchreports/mainLBS.pdf
Learning Between Systems: Higher Education as a Model for Financing Early Care and Education

Financial Aid Think Tank Report, Teresa Vast, author; 1998. 

Available from Nancy.Johnson@gmdca.org
Issues in Focus: College Access and Affordability 

S.P. Choy in The Condition of Education, 1998, NCES 98-013. U.S. Department of Education, National Center for Education Statistics.

College Opportunities and the Poor: Getting National Policies Back on Track 

L.E. Gladieux (1996). The Center for the Study of Opportunity in Higher Education and the College Board, Washington, D.C.

The College Aid Quandary: Access, Quality, and the Federal Role

L.E. Gladieux and A.M. Hauptman (1995). The Brookings Institution, Washington, D.C. and the College Board, New York.  

The Postsecondary Financial Aid System: Potential Strategies for Early Care and Education

Teresa Vast. Paper prepared for Financing High Quality Early Childhood Programs (1997, March), an invitational conference of the National Association for the Education of Young Children, Wheaton, Illinois.

Discussion Questions

1) Could a Financial Aid website and benefits estimator be effective for parents in your state? What are the pros and cons?

2) Are there other models for simplifying and increasing families’ access to financial aid for child care and education?

3) What “benefits” should be included in an early care and education financial aid package?

4) What entity could manage and update benefits for your state’s section for a national CCFA website?

5) How can we begin a dialogue about setting a standard for determining what parents should be expected to pay for care and education?

6) How could your state initiate a child care and education financial aid office?
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