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Financing the Early Childhood System Infrastructure: How do we identify and allocate costs?

Background

A critical question about any system of early childhood care and education is:  what does it cost?  Overall? Per child?  The answer is:  it depends.  It depends on what elements are included in the system, what standards are applied, how many consumers are expected to use the services, and what supports are needed to ensure the services are available.  

This issue brief focuses on the supports for the direct services – that is, the system’s “infrastructure.”  Infrastructure might include workforce development, quality assurance, technical assistance, data collection and analysis, consumer engagement, facility development, governance, etc.  While the majority (90%) of the overall cost of a system is attributable to the direct services to children and families, the supports that make the services work are essential and have costs. 

There are two approaches being used currently to estimate costs of an early care and education system: one developed by Rick Brandon and colleagues at the University of Washington Human Services Policy Center (HSPC) and the other by Stacie Golin and colleagues at the Institute for Women’s Policy Research (IWPR).

Estimating the cost of infrastructure

Essentially, the elements of infrastructure are related to the scale and nature of the direct services they must support.  Some are obvious:  workforce preparation and ongoing professional development, program monitoring, evaluation.  If the system expects programs to meet higher standards than are currently in place then technical assistance may be required.  If the system is designed to expand beyond current facility capacity, then facility construction may be needed.  A cost can be estimated for each of these using available data.   

This issue brief was written by Anne Mitchell and Louise Stoney of the Alliance for Early Childhood Finance on behalf of Smart Start’s National Technical Assistance Center.                                                                                                                                                                                                
For example, the system must ensure a supply of qualified workers, and account for these associated costs.  If all or a large proportion of teachers will be required to have early childhood credentials, the cost of workforce development will depend on knowing about the current supply of qualified teachers and the status of workforce preparation programs, especially in higher education.  How many in the current workforce have Child Development Associate credentials (CDA), bachelor’s degrees in early childhood education and child development, master’s degrees, etc.?  How many colleges offer early childhood-related degrees or degree programs leading to teacher certification in early care and education?  Are there accessible pathways for students from the 2-year to the 4-year colleges?  How many early childhood teachers are produced annually now?  

Assuming that higher education capacity in early care and education exists, then once the gap in credit hours between current and expected qualifications for each category of staff is known, the cost is estimated by the general formula:

Number of potential students X number of credits required to reach certification 

X average tuition per credit = Total cost of increasing teacher qualifications

The implementation of this element might be a scholarship program for full tuition, which will provide sufficient incentive to colleges that offer early childhood teacher preparation programs because prospective students will be demanding this certification and will have the funds to pay tuition.

Another example is monitoring for quality assurance.  A new initiative or financing strategy  (e.g., universal preschool or improved infant-toddler services) may require existing programs to meet higher and different standards and may also draw in early childhood programs that have not previously received public funds or have recently opened.  All of these programs will have to be monitored in some way.  In every state, a child care regulatory system already exists. Many states also have used voluntary program accreditation as a funding standard or linked to Head Start performance standards.  Others have chosen to use a statewide early care and education quality rating system as a common standard. When a new initiative is launched, it may be possible to accomplish the quality assurance monitoring by building on these existing systems. In this case, cost estimates would focus on estimating the additional staff needed to serve additional programs. In other cases, existing systems may need re-tooling to effectively monitor a new set of standards. This not only calls for more staff but also differently prepared staff.  Knowing best practice on caseloads and the cost of supporting monitoring now can help inform cost estimates.  The general formula is:

# of programs to be monitored / # of programs in ‘best practice’ caseload 

X average expenditure per licensor/assessor = Total cost of monitoring

This approach of gathering data about current practices and current costs and then applying a formula can be used for other infrastructure elements.

Funding infrastructure costs

Once the cost estimates for infrastructure have been made, a question arises about how to pay for them.  One approach is to include them in the proposal for the system, as separate items with a cost attached to each.  The cost estimates can be presented as annual investments that change proportionately with the growth of the direct services. Some costs are ongoing and directly proportional such as monitoring. Others require more resources in the expansion phase of system building and then level off such as professional development or program technical assistance.  This is the approach taken in several states that have proposed universal preschool programs.  The other approach is to express the cost of each infrastructure element as a per child per hour cost and add these to the direct service cost estimate. The state budget would include one line item for the program, with the cost per child set at a level that covers the infrastructure costs.  This approach is similar to how health care or public education infrastructure costs are handled. For example, the cost of continuing education for health care workers or teachers is not a separate budget item. It is included in the price of health care services or the education aid formula.   The logic of this approach is that infrastructure will grow in proportion to direct service and there are no separate line items vulnerable to being cut.  The downside is that recovering the funds for some infrastructure costs such as regulation or governance may be hard.  Does each program pay a fee to support governance?  

The early care and education field has developed a number of infrastructure elements separately – T.E.A.C.H. scholarships, compensation initiatives, quality improvement projects such as accreditation facilitation, among others.   These may be the building blocks for system infrastructure if they can be adapted and expanded. For example, take a state that has invested in a T.E.A.C.H. scholarship program for staff in child care.  When that state starts or expands a Pre-K program, the T.E.A.C.H. program expands to offer scholarships for pursuit of the ECE Teacher certificate with additional resources provided by the state.  On the other hand, if a state chooses the approach of  ‘building in the infrastructure costs to rates or aid formulas’, then familiar funding mechanisms may have to be changed.  For example, the T.E.A.C.H. scholarship program would continue to exist, but would not have an annual state budget line.  Instead each program delivering direct services would get enough funding in its rates or foundation formula to pay tuition and compensation increase for all its staff.  

Other Resources

Orchestrating Access to Affordable, High Quality Early Care and Education for All 

Young Children.  Brandon, Richard N., Erin J. Maher, Guanghui Li & Jutta M. Joesch. 

(2004). Seattle, WA: University of Washington, Human Services Policy Center.
This summary report describes the Policy Simulation Model developed by the Human 

Services Policy Center that allows state policymakers to test out various options for developing an early care and education system.  The model allows variations in staffing (qualifications and compensation), infrastructure elements (from professional development to governance), and financing policies (e.g., universal with no parent fee, tax-credit based and various types of co-pays).  The report uses the real experiences and choices of the four states (Ohio, Mississippi, South Carolina and Illinois) that have used the model to illustrate the trade-offs and estimate costs.  The report describes the development and application of the model; the model itself is proprietary.

http://www.hspc.org/Orchestrating%20Report.pdf 

The Price of School Readiness: A Tool for Estimating the Cost of Universal Preschool in the States.  Golin, Stacie Carolyn, Anne W. Mitchell and Barbara Gault.  (2004).  Washington, DC:  Institute for Women’s Policy Research.  

This report presents a model to estimate the cost of universally accessible, preschool at the state level.  The model includes direct services and various aspects of infrastructure (i.e., professional development, quality assurance monitoring, technical assistance, evaluation and assessment, facility development, governance).  Since its creation the model has been implemented in a number of states around the country including Illinois, California, Massachusetts and Connecticut.  This report presents the model in detail and shows how policymakers, advocates, researchers and other stakeholders can estimate the cost of universal preschool in their jurisdictions. The report also provides an example by applying the model in a fictitious state.  All calculations are presented and the model can be used by constructing a series of spreadsheets (e.g., using Excel) using your own data.  The approach can be applied to other aspects of the early childhood system beyond preschool, such as infant-toddler services or parent education.  

http://www.earlychildhoodfinance.org/handouts/CostingOutConferenceCallPublication.pdf
Discussion Questions

1) What are the necessary elements of infrastructure for an early childhood system?

2) What aspects of infrastructure already exist and might be re-designed or expanded to accommodate new demands?

3) How can we most effectively create (or adapt existing) infrastructure elements that apply to all early care and education services, regardless of the funding stream? What steps are needed to accomplish this goal?
4) What research is needed?  Would it be helpful to develop and disseminate additional tools for estimating the cost of an early childhood system?  If so, what should those tools look like?
