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Discussion Group #6:

Estimating the Cost of the Early Childhood System Services and Infrastructure:  Tools, Approaches and Political Considerations 

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.  

Tools and approaches.  The first step is to specify the elements in the system:  what direct services will be offered?  Family support, parent education, preschool, child care, etc.  Second, what standards will these services have to meet?  Third, how many children/families are expected to use the services that are being offered?  All children, i.e., universal or limited access?  The expected use of a universally accessible service (i.e., take-up rate) is never 100%, that is, not all families will choose to partake of family support or to enroll their child in preschool.  Estimating participation rates accurately is important, or costs will be overestimated.  Fourth, what supports are needed to make the system work?  Support 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 is attributable to the direct services to children and families, the supports that make the services work are essential and have costs. 

The model developed by the Institute for Women’s Policy Research uses a three-part method to estimate costs.  Direct service costs are estimated using prototype budgets for the different types of services to be delivered.  There are two budgets:  one represents the current status of particular program type (e.g., a typical child care center) and the other represents a program meeting all the desired standards (e.g., a child care center operating at pre-kindergarten standards).  The next step is to estimate infrastructure costs.  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.  
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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.  Infrastructure might also include technical assistance, data collection and analysis, consumer engagement, facility development, governance, etc.  A cost can be estimated for each of these using available data.   The overall system cost is the direct service cost plus the infrastructure cost.

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.  These are often overlooked in the rush to deliver direct services.  An argument that has been used successfully for including them is that they are much less costly than the direct services and that investing in them lays the foundation for success in expanding direct services over time.  

And finally, no cost estimate is complete without an accounting of what is already being spent.  In every state, funds are being spent on early care and education and on some of the supports needed to make the system work.  The additional investment needed is the difference between the overall cost of the ‘new’ system and what is currently being spent.  This is essential to avoid over-estimating the investment needed.  

Process and political considerations.  The process that is generally used to develop a cost estimate begins by engaging key constituents on a committee to guide the development of the cost estimate.  These are key leaders, opinion influencers and those with access to the data that will be needed for the cost estimation.  A typical committee might include a representative from each of the following:

· Philanthropy (regional, national and/or community foundation) 

· Office of the Governor

· State Board of Education

· State Children's Cabinet

· State Association for the Education of Young Children

· Family Child Care Providers Association

· State Association of Child Care Resource and Referral Agencies

· State Head Start Association

· State Child Advocacy Organization

· State Department of Education

· State Department of Human/Social Services

· Universities and Colleges

· United Way Success by Six or other community groups

The process itself may be a private, behind-the-scenes one or an open public process.  This depends largely on the state political context – it may be wise to function as a ‘kitchen cabinet’ for the Governor until a point when the work needs to be made public.  Or a public commitment may have been made already to establishing a new program or system and the cost estimating process is one of the steps.  

Based on experience, another consideration is timing.  There will always be some who want an immediate answer:  just tell us what it will cost.  The committee has to go through the process of defining what the ‘it’ is and developing the parameters of the system before a cost can be estimated.  Access to data is key.  Some political contexts demand a rapid result in a matter or months; others require careful work over a year or more.  The ability to make quick estimates depends in large part on the availability of good data on which to base them.  

The cost estimating process is one of successive approximations to reach a result.  Assumptions may change or new data may become available that will affect the cost estimation.  In either a public or behind-the-scenes process, it is essential to be certain that the overall cost estimate is accurate before releasing it.  Releasing numbers along the way that may change later or may seem too high is likely to be confusing.  Similarly, consider the final number in context – is the per child cost similar to current per child spending on public K-12 education?  How does it compare with the state’s total budget for child care?  

Additional Resources

There are two models 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).

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

Brandon, Richard N., Erin J. Maher, Guanghui Li and Jutta M. Joesch. (2004). Seattle, WA: University of Washington, Human Services Policy Center.

This summary report describes the Policy Simulation Model developed by HSPC 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 spreadsheet (e.g., using Excel) using your own data.  The model can be adapted to apply to other aspects of the ECE system beyond preschool, such as infant-toddler services, family child care or parent education.  

http://www.earlychildhoodfinance.org/handouts/CostingOutConferenceCallPublication.pdf
More info is also available at www.iwpr.org 

Discussion Questions

1. What are the pros and cons of costing out an ECE system, of having a ‘number’ overall or per child, that’s public?  Sometimes it is important to prepare – and distribute – cost projections before a system is launched.  Illinois and Massachusetts did extensive and careful cost estimating of their early childhood initiatives and have been applauded by policymakers for doing so.  New York launched Universal PreK in 1997 without any formal cost estimate being made.  In other cases, releasing cost estimates early on can have a chilling effect.  For example, several years ago the West Virginia Educare proposal was seriously hindered when the press published cost projections that were high enough to frighten policymakers and resulted in newspaper editorials and press in opposition to the proposal. 
2. How far should we go in estimating costs?  Some states have elaborate systems designs that include health, family support and an array of early childhood programs and the needed supports and estimated costs for the whole system.  New York has prepared An Action Plan for Young Children and Families, which includes such a cost estimate.  In other states the focus has been on one program, e.g., preschool.

3. Are there obstacles to the process of developing a cost estimate?  If so, how can we overcome these?  
4. How can we most effectively create (or adapt existing) infrastructure elements that apply to all early care and education services, regardless of funding stream? What steps are needed to accomplish this goal? 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 PreK 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.  

5. Are current cost estimation methods adequate?  Would it be helpful to develop and disseminate additional tools for estimating the cost of an ECE system?  If so, what should those tools look like?
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