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Linking Finance to Program & Practitioner Standards: 

Financing Quality Rating Systems

Background

There are several reasons why early childhood finance reform should be rooted in standards. First, standards define actual costs. Factors such as staff qualifications, ratios and class size, health and social services, among others, have a direct impact on the cost of both service delivery and the infrastructure needed to support the system.  Second, standards are an effective way to structure accountability. If programs are to be held accountable for achieving specific child outcomes, then the standards that are established for programs (e.g. ratios, class size, curriculum) and practitioners (e.g. training and education) should be designed to achieve those outcomes and should be linked to funding.  Third, clearly defined – and easily understood – standards can help to build consumer engagement and support for higher quality services. Finally, if the various sub-systems within early care and education are rooted in common standards it is possible to develop a shared financing strategy. In short, if all available financial assistance is linked to meeting a common set of standards, then all parts of the early care and education system begin to move in the same direction.

Every part of the early care and education system has a set of standards for programs and/or practitioners. In some cases, these standards are legal requirements, such as child care program licensing or public school teacher licenses. Sometimes they are funding standards, such as Head Start performance standards or tiered reimbursement for child care subsidies. Sometimes they are voluntary standards, and may be driven by consumers or community norms, such as program accreditation, national board certification for teachers, or public school 'report cards'. These standards appear, at first, to be quite different. However, they are all rooted in a common goal: what the early childhood field calls "developmentally appropriate practice" aimed at helping children become learners who will succeed in school and life. When the standards used by various sub-systems are compared, similarities abound. And taken together, they can form a cohesive whole. 

Standards can illuminate pathways toward best practice.  If standards are not viewed as a single measure but rather as a continuum  –  with various levels aimed at practitioners in different domains  –  it is possible to develop a common set of quality standards. 

The child care quality rating systems that many states have developed are an example.
 North Carolina uses the state’s Five-Star Child Care Quality Rating System as a common standard and then layers additional requirements for their “More at Four” preschool program on this base.  In Colorado, efforts are underway to link the Qualistar Rating System with the Colorado Preschool Project and the Head Start system.

What is a Quality Rating System?

A quality rating system (QRS) is a tool to evaluate the quality of an early childhood program. Quality rating systems have multiple uses: as a consumer guide, a benchmark for provider improvement and an accountability measure for funding. The symbols that are used to represent the quality rating levels can vary, but are commonly and easily understood icons such as stars.

Quality ratings can be mandatory (as is the case in North Carolina and Tennessee, where the rating is part of, or linked to, the child care licensing process) or voluntary (as it is in most states.) Even in a voluntary system quality rating may be used as a funding standard. That is, a specific rating may be required to secure funds from a philanthropy or to obtain a government contract. A "tiered reimbursement" strategy could be linked to the quality rating system and award higher child care subsidy payments to programs that attain higher quality levels. Quality rating can also guide tax policy. For example, Maine doubles the state dependent care tax credit for parents who enroll their children in programs that have attained a Maine Quality Certificate.

Financing Quality Rating

The cost of developing and implementing a QRS can vary widely, depending on the standards and scope of the effort. Administrative costs are driven by the quality levels and standards that are established, the tools that are used to measure compliance, and the frequency with which those tools are used.  Systems that require programs to participate in an environmental assessment (using an observational tool like the Early Childhood Environmental Rating Scale©, or ECERS) conducted by staff from the QRS are more expensive to administer than those that rely on ERS classroom assessments conducted by other entities (such as accreditation by a national early childhood organization) or a program self-evaluation process.
Furthermore, financing a QRS isn't just limited to the cost of assigning a rating. States that initiate early childhood quality rating systems find that the process of evaluating programs opens up new opportunities for quality improvement. Thus, the various consultations, incentives and support systems that states have developed as part of, or linked to, their quality rating systems are an important part of the financing discussion. 

An effective financing strategy is not just about raising new funds; it is also about redirecting existing resources.  If quality rating systems are structured from the outset so that they build on and incorporate the standards and policies of existing sub-systems (e.g. child care, Head Start, pre-kindergarten, early intervention, etc.) then the resources that currently support those systems can, over time, be tapped.  

Additionally, if a QRS is used to frame the state's overall approach to early childhood system reform, and linked to outcomes or benchmarks, then it can increase the effectiveness of existing public and private initiatives such as the technical assistance provided by Child Care Resource and Referral (CCR&R) agencies, quality improvement grants, or the early care and education career development system.

Other Resources

Financing Quality Rating Systems: Lessons Learned. 

Stoney, L. (2005) United Way of America http://www.earlychildhoodfinance.org/handouts/Louise_Stoney_QRS_Financing_Paper.pdf 

National Child Care Information Center Online Resources: Tiered Quality Strategies 

http://nccic.org/poptopics/index.html#tiered
Financing Early Childhood Care and Education Systems: A Standards-Based Approach. Mitchell, A. & Stoney, L.  (2004) Forthcoming from the Texas Program for Society and Health of the James A. Baker III Institute for Public Policy at Rice University.

Discussion Questions

1) What does it take to develop systems that can "go to scale" and engage all, or at least a significant percentage of, the early care and education programs in the state?

2) How can a statewide quality rating system be administered at an affordable price?  

3) What financing sources are (currently and potentially) available to support early childhood quality rating systems? 

4) If redirecting existing resources is a key part of the QRS financing plan, how should this task be approached and/or implemented?







� This issue brief is based on two publications: Mitchell, A. & Stoney, L.  (2004) Financing Early Childhood Care and Education Systems: A Standards-Based Approach. Forthcoming from the Texas Program for Society and Health of the James A. Baker III Institute for Public Policy at Rice University, and Stoney, L. (2005) Financing Quality Rating Systems: Lessons Learned. United Way of America.


� While most of the child care quality rating systems that are currently in use do not incorporate Head Start or public pre-kindergarten requirements and standards, they could be revised to include these standards at higher "star" levels.





