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The Economic Power of Early Childhood

Education in Wisconsin

by Rob Grunewald and Don Bezruki

o

President’s Notes

As states dig out from the recession, political and business leaders have turned their attention to reviving their
economies. Nowhere is this truer than in Wisconsin, where the first act of business by Gov. Scott Walker and
the Legislature was a series of moves to strengthen Wisconsin’s economy. While most of their attention has been
focused on reigniting the bustle on factory floors and replenishing Wisconsin’s fledgling venture capital effort, they
might just have overlooked a key economic development tool right under their noses: early childhood education.

The study you are holding maintains, “In the cold calculus of economic analysis, repeated studies have not
only confirmed the long-term value of early childhood education, but its economic payback has been estimated
as high as $16 for every $1.” Serious economists have verified the payback from early childhood education,
but they stipulate that the returns will be realized only if the early childhood programs are of a high quality.

We asked two experts to review where we stand in Wisconsin. Rob Grunewald is an economist with the Minneapolis
Federal Reserve Board. He and his colleagues have done some of the most innovative research nationally on the
economic impact of early childhood education. His co-author, Don Bezruki, a former director with the Wisconsin
Legislative Audit Bureau, is an experienced observer of state government. We should pay attention to what they say.

They tell us that we have work to do. Perhaps most troubling is their finding that 65% of low-income children attend
the lowest-rated two- star early childhood centers. Only 14% attend the higher-rated centers. I asked the authors to esti-
mate what would happen if we moved half of those children from two-star centers to four- or five-star centers. They told
me that one simple calculation drawing from existing research and experience suggests that moving half of the children
attending two-star centers to five- star centers would have a significant impact. Moving those children would create about
$20 million in new costs, however doing so would generate a $60 million « year return in future benefits. This is indica-
tive of the substantial economic benefits Wisconsin can generate through wise investment in early childhood programs.

We hope this study will highlight this overlooked economic tool. Early childhood education should be a focal

point for future economic development initiatives in Wisconsin.

-

George Lightbourn
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Executive Summary

Early childhood education is one of the most cost-
effective and potent economic development tools available.
Investment in young children supports economic develop-
ment by boosting the long-run productivity of the labor
force and reducing public costs. In the cold calculus of
economic analysis, repeated studies have not only con-
firmed the long-term value of early childhood education,
but its economic payback has been estimated as high as
$16 for every $1. Early childhood education programs can
provide high rates of return when:

*  They are of proven high quality.

*  They reach children in greatest need, such as chil-

dren in poverty.

* They reach children well before they start

kindergarten.

The YoungStar program, launched in 2010, is Wisconsin’s
attempt to leverage existing state and federal funding for
child care subsidies for low-income families to improve the
quality of the state’s thousands of child care providers and to
help parents make better-informed, quality-based decisions
when they select a child care provider for their children.

In 2010, Wisconsin paid over $293 million to child care
providers that enrolled children from low-income families
through the Wisconsin Shares program. The Wisconsin
Shares subsidies program began during Wisconsin’s welfare
reform in the 1990s to help parents on public assistance
afford child care and join the work force. Beginning in
July 2012, YoungStar will employ the financial carrot
of subsidy increases for high-quality providers and the
financial stick of reduced subsidy payments to low-quality
providers. All child care providers will be measured against
a detailed and thorough quality rating and improvement
system whose results will be made available to parents in
an easy-to-use five-star rating format, with one-star for
substandard providers and five stars for the highest-quality
providers. Perhaps YoungStar’s biggest challenge is that
65% of Wisconsin Shares children attended low-ranked
two- star providers in December 2011, while only 14%
attended higher-quality four- and five- star providers.

Research in other states, especially recently in Minnesota,
not only demonstrates the importance of early childhood
education as an economic development tool, but also
provides an early look at successful strategies and potential
challenges. Funded by business leaders, Minnesota’s pilot
projects employed a market-based approach that provided
information to parents on selecting high-quality early child-
hood providers and scholarships to low-income families to
access them. The pilots indicate that with the right set of
market incentives, parents and providers respond, which
ultimately helps children arrive at kindergarten prepared

to succeed in school. Based on YoungStar’s current status
and the lessons learned from Minnesota and other states,
we recommend that YoungStar:

e Implement strategies to significantly increase
parental involvement;

e Evaluate the potential for significant quality
improvement among existing providers to deter-
mine whether current incentives and penalties
are most effectively structured;

*  Significantly increase business community sup-
port and active participation;

e Streamline and reformulate governance and
include input from economic development
professionals.
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Economic Development Potential of Investing

in Early Childhood

Early childhood programs have the potential of being
one of the most cost-effective economic development tools
available to government. Investment in young children
supports economic development by boosting the long-
run productivity of the labor force and reducing public
costs. A growing body of convincing, long-term research
from a variety of sources has demonstrated that educating
children before they reach kindergarten can have dramatic
effects. Children who receive high-quality early childhood
education earn more as adults, have less contact with the
criminal justice system, and require fewer public expendi-
tures for social services. While children and their families
benefit from early childhood education, the majority of
benefits accrue to society due to lower crime costs and less
need for social intervention. The research also demonstrates
that low-income, disadvantaged children benefit the most
from high-quality early childhood education. Estimates of
the economic payback of high-quality early childhood edu-

cation programs have been reported as much as $16 to $1.’

In 2010, Wisconsin launched YoungStar, a quality
rating and improvement system (QRIS), for the state’s
child care providers. After years of focusing state over-
sight efforts of child care providers on basic health and
safety regulations, and in recent years, on fraud preven-
tion, Wisconsin now joins 25 other states with existing
QRIS systems. YoungStar aims to rate the quality of
care and education given by centers and licensed fam-
ily providers, and provide technical assistance as well as
financial carrots and sticks to spur improvement in quality.

With YoungStar, Wisconsin has the opportunity to
improve the lives of the state’s children, particularly those
from disadvantaged backgrounds, and lay the foundation
for Wisconsin’s work force of the future. High-quality early
childhood education is essential to preparing disadvantaged
children to learn in school and eventually compete in the
work force. Typically cited benefits of early childhood

education include:

*  Higher school readiness

*  Improved social skills

*  Lower use of special education classes
*  Higher high school graduation rates
*  Higher labor force participation

*  Lower use of welfare

*  Lower lifetime participation in crime
*  Lower rates of out-of-wedlock births?

YoungStar begins with some significant advantages. The
program has enjoyed bipartisan support; it was planned
and authorized during the Doyle administration and
implemented by the Walker administration. By December
2011, more than half of the state’s child care providers had
submitted applications for a YoungStar rating. The financial
carrots and sticks intended to spur program improvements
are scheduled to begin taking effect in July 2012. A second
major advantage for YoungStar is that funding will come
largely from already existing sources rather than requir-
ing large amounts of new funds during difhcult financial
times. The financial carrots and sticks, as well as funding
for technical assistance and program improvement grants,
will come primarily from existing appropriations of state
and federal funds for the Wisconsin Shares program,
which provided over $293 million in payments in 2010
for subsidized child care for low-income families.?

Despite these early advantages, the ultimate success of
YoungStar is not assured but rather will depend on the
skill with which it is implemented. Providing high-quality
early education to Wisconsin’s neediest children is based
on two fundamental components—the availability of a
sufficient number of high-quality providers, and parents
choosing high-quality over low-quality providers when
they place their children. A few of the many challenges the
state’s YoungStar administrators face include continuing
to impress on policy-makers, the business community,
and the public the economic development importance
of early childhood education, overcoming resistance of
providers to change and improve their programming for
children, and encouraging and motivating parents to use
the new rating system when selecting a child care provider
for their children.

Because so many other states already have implemented
avariety of QRIS systems, Wisconsin has an opportunity
to learn from their experience. This paper will detail what
researchers have learned recently in Minnesota, which is
approaching the close of a multi-year pilot program com-
bining a QRIS system with efforts to empower parents to
use a market approach to spur improvement in available
high-quality early childhood providers. Similarly, the
body of independent research demonstrating economic
development value and dollar leveraging of investment
in early childhood education continues to grow. The
ability of Wisconsin’s YoungStar administrators to use
this national research and information gleaned from the
experiences of Minnesota and other states to guide and
inform their implementation of YoungStar will be key

WPRI Report
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to YoungStar’s ultimate success. This paper will analyze
the recent research as well as Minnesota’s experience to
identify issues that may be relevant and instructive to
Wisconsin’s successful implementation of YoungStar.

The economic case for investing in

young children

Investment in human capital prior to kindergarten
provides a high public return. Such investment—especially
in at-risk children—can have a substantial impact on the
success of children as students, workers, and citizens in
a democratic society. That is, the most efficient means to
boost the productivity of the work force 15 to 20 years
down the road is to invest in today’s youngest children.
According to James Heckman, Nobel laureate econo-
mist at the University of Chicago, “... on productivity
grounds, it makes sense to invest in young children from
disadvantaged environments. ... Early interventions that
partially remediate the effects of adverse environments
can reverse some of the harm of disadvantage and have a
high economic return.”

Economic research suggests that Wisconsin’s current
and future investments in early childhood education can
boost long-run labor force productivity, reduce costs to
government and society, and produce near-term effects on
local economic development. In this section we explore
each of these three points and conclude with the ingre-
dients of early childhood education programs consistent
with achieving a high rate of return.

Labor force productivity begins early

Investments in human capital are key to increasing
labor productivity, that is, the amount produced per
hour worked. Strong labor productivity in turn supports
economic growth. Countries that have highly skilled work
forces have stronger economic growth relative to coun-
tries with lower-skilled workforces. In the United States,
those states with a higher percentage of population with
a college degree tend to have higher levels of per capita
personal income.’

Looking forward, the growth in the working-age popu-
lation is expected to slow as the baby boom generation
retires. That is, on net the work force is expected to grow
more slowly.® Meanwhile, the types of jobs that require
higher levels of education and training are expected to
grow faster than jobs that require lower levels of educa-
tion and training. Those jobs requiring more skills pay
higher annual wages. For example, a job requiring at least
a bachelor’s degree on average pays three times more

than a job that only requires on-the-job training.”

Preparing for tomorrow’s work force today requires
effective schools and universities; however, the foundation
for labor productivity begins well before children arrive
at the kindergarten door. A child’s quality of life and the
contributions that child makes to society as an adult can
be traced to his or her first years of life. During these first
few years of life, 700 new neural connections are formed
every second.® If this sensitive period includes support
for growth in language, motor skills, adaptive abilities,
and social-emotional functioning, the child is more likely
to succeed in school and to later contribute to society.”
Conversely, without support during these early years, a
child is more likely to drop out of school, depend on
welfare benefits, and commit crime—thereby imposing
significant costs on society.”

The early years not only have an impact on the degree to
which children are ready to succeed in school, a substantial
body of research demonstrates that early environments
have a lifelong impact on health. As articulated by the
National Scientific Council on the Developing Child at
Harvard University, early experiences are built into the
body (for better or worse) and significant adversity early
in life can produce physiological disruptions that persist
far into adulthood and lead to lifelong impairments in
both physical and mental health.” For example, accord-
ing to analysis of data collected in the Adverse Childhood
Experiences study, adults who suffered multiple adverse
experiences in childhood were three times more likely to
suffer from heart disease as adults.”> Adverse experiences
include excessive stressful environments, such as growing
up in poverty; exposure to violence, abuse, or neglect;
a household member incarcerated or mentally ill; and
parental separation or divorce.

Early childhood education programs:
A high public return

In response to the science of early childhood, early
childhood education programs seek to nurture healthy
development from the earliest years. Programs that provide
enriched experiences for children and involve parents pro-
vide benefits for all children, but they have the strongest
impact on children from disadvantaged environments.

Four key longitudinal evaluations demonstrate that
early interventions can have a positive impact on young
children from disadvantaged environments that lasts
well into adulthood. The studies used well-matched
comparison groups and cost-benefit analysis to compare
the estimated dollar value of benefits to the cost of the
programs. Analyses of the Perry Preschool Program,? the
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Abecedarian Project,* the Chicago Child-Parent Centers,”
and the Elmira Prenatal/Early Infancy Project® showed
annual rates of return, adjusted for inflation, rang-
ing from 7% to just over 20%." The Perry Preschool
Program and Chicago Child-Parent Centers provided
preschool at ages 3 and 4, Abecedarian provided full-
day care and education for children a few months old
through age 4, and the Elmira Prenatal/Early Infancy
Project provided home visits by a nurse to high-risk
mothers during pregnancy until the child turned age 2.

The benefits attributed to these early childhood edu-
cation programs include reductions in special education
and crime, and increases in tax revenue. According to
a study by Wilder Research, investment in early child-
hood education can save K-12 public schools money by
reducing special education costs and grade retention and
improving classroom productivity. A cost-benefit analysis
in Minnesota suggests that the monetary benefits accrued
to the school system come close to covering the cost of
providing preschool.”®

Reductions in the cost of crime play a large role in
boosting overall rates of return, particularly for the Perry
Preschool Program (see Chart 1). Only the Abecedarian
Project did not include cost reductions due to decreases
in crime because differences in crime rates between the
treatment and control groups were not statistically sig-
nificant.” In each study, the drop in crime led to reduced
costs for incarceration, police protection, and courts.
Furthermore, the costs to the victims of crime decreased,
including loss of property and suffering. Added together
across all four longitudinal studies, the savings in crime
alone could justify increased investment in high-quality
early childhood education.

In addition to the longitudinal studies, a meta-analysis
by Washington State Institute for Public Policy creates
an average composite of 53 early childhood education
programs to compare the return on investment with other
intervention programs for youth. The results for early
childhood education for 3- and 4-year-old children, the
Nurse Family Partnership, and home visiting programs
for at-risk mothers and children compared favorably
with other intervention program types reviewed by the
authors, including several parole supervision programs
for juvenile offenders.>

Chart I

Perry Preschool
Costs and Benefits over 62 Years

Program Cost

K-12 Ed

Higher Participants' Earnings

Justice System
Crime Victims
Welfare Payments
-$20,000 $20,000 $60,000 $100,000 $140,000
mFor Public = For Participant |

Source: Schweinhart, et al. (2005)
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In addition to reductions in remedial education and
crime costs, the longitudinal evaluations show that chil-
dren who take part in early childhood education programs
have higher earnings and pay more taxes once they reach
working age. According to a cost-benefit analysis of
the Perry Preschool study, a child who attended pre-
school will pay $38,000 to $75,000 more in taxes over
his or her lifespan than a child who did not attend.”

Rates of return for the longitudinal early childhood
education studies compare favorably with the US stock
market, which on average earned between 5% and 7%,
adjusted for inflation, over the past few decades. This
suggests that disadvantaged youth are a better social
investment than stock market equity.” Finally, while
children and their families benefit in the studies, the
majority of benefits accrue to the rest of society.” That
is, taxpayers receive proportionally more benefits than
the participants in early childhood education programs.

More recent studies show children
benefit from preschool

While the long-term benefit-to-cost ratios are based
on studies that started 20 to 40 years ago, recent evidence
from state preschool assessments provides additional cor-
roboration that early childhood education programs help
children prepare for school. Recent studies conducted by
the National Institute for Early Education Research use

a regression-discontinuity study design to address potential
selection bias. This technique takes advantage of an eligi-
bility cutoff that allows researchers to compare those who
receive a treatment or program with those who would enroll
in the treatment or program if they were eligible. Since state
preschool programs use a stringent age cutoff for enroll-
ment eligibility, researchers can compare children who are
old enough to attend with children who are too young to
enroll. The age cutoff date allows researchers to account for
effects of age differences between the two groups and show
the impact of attending preschool versus not attending.

A five-state study using the rigorous regression-discon-
tinuity technique shows that children who attended a state
preschool program at age 4 in five states (Michigan, New
Jersey, Oklahoma, South Carolina, and West Virginia)
showed overall gains in vocabulary, math, and print aware-
ness (see Chart 2).* Using the same technique, an analysis
of New Mexico’s fourth year of offering preschool shows
that vocabulary scores increased 24% of a standard devia-
tion relative to the control group, math scores increased
37%, and early literacy increased 130%.> Similar gains
are found in a study of Oklahoma’s universal preschool
program in Tulsa, with low-income children posting larger
test score gains than higher-income children.>

Chart 2

Effect of Pre-K on children's test scores
Effect sizes (calculated using sample standard deviations)

1.2
*
1.0
*
Large
08 | *
06 | =
Medium
0.4 &
5 *
*
02 Small
*
0.0 -
0.2
Michigan NewJersey  South Carclina  West Virginia Cklahoma
Vocabulary (PPVT) ®Math  ®Print Awareness

Math not assessed in South Carolina
*Significant at 5%

Source: Wong, V.C., Cook, T.D., Barnett, W.S., & Jung, K. (2008)
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Two studies, one that examines child care in poor
communities” and a second that includes a more diverse
sample®® both found that enrollment in center-based
care was associated with positive cognitive outcomes for
young children, particularly when child care providers
had high levels of skill and education and child-teacher
ratios were low. These positive effects were significant in
both poor communities and more diverse communities
even after other relevant factors such as family background
and maternal education were controlled. However, an
additional finding from these studies is an increase in
children’s physically aggressive behavior after participat-
ing in center-based care, particularly for children who
spend large amounts of time in these care arrangements.?

Near-term economic development
benefits

Much of the labor productivity gains and government
cost reductions from early childhood education invest-
ments occur 10 to 20 years down the road; however, there
are substantial economic development benefits that accrue
in the near term.

First, a high-quality child care system helps parents
enter the work force. Furthermore, once they find a job,
parents are less likely to be absent or lose productiv-
ity if their child care arrangements are reliable. Karen
Shellenback estimates that parent absenteeism and pro-
ductivity reductions due to child care breakdowns cost
US businesses more than $3 billion annually.*® A high-
quality child care system can help mitigate these costs.

And many families with young children have all of
their parents in the work force. In Wisconsin, about
73% of children under 6 have all of their parents in the
work force (see Chart 3). This percentage is similar to
neighboring Minnesota and higher than the national
average.” With so much of Wisconsin’s future work force
spending significant time in child care, the need for it to
be high-quality child care is evident. That is, child care is
a key component of economic development infrastructure
alongside other important infrastructure, such as trans-
portation and communication systems.

Chart 3

Most young kids have working parents
Percentage of children under 6 with all parents in the work force, 2010

75

70

65

60

99

50
Minnesota

Wisconsin

United States

Source: American Community Survey 1-Year Estimate, 2010
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Second, the child care industry is a large employer
and helps spur economic activity in construction and
services. A 2002 study of the regulated child care industry
in Milwaukee County showed the sector employed more
than 7,200 workers and generated more than $200 million
in gross receipts, more than industries such as hotels and
motels, advertising services, and engineering services.”*

Not only is the child care industry a large employer
and revenue-generator in its own right, Mildred Warner
shows that the child care industry has strong linkages
to local economies. That is, child care workers tend to
spend their earnings locally, and child care providers
tend to buy services and materials from local businesses.”

The economic impact multipliers calculated for the
child care industry are equally strong or greater than
for retail and tourism and other social infrastructure
sectors such as hospitals, job training, elementary and
secondary schools, and colleges and universities. While
some of these sectors are targets for economic devel-
opment policy, child care traditionally has not been.
However, Warner notes that statewide surveys of economic
developers in Wisconsin and New York found more
than 80% believe child care should be part of economic
development policy while §8% note that their commu-
nities face an inadequate supply of quality child care.’

The economic case for investing in early childhood
education, therefore, is not only found through benefits
that accrue several years down the road, but increased jobs
and income in the near term. Tim Bartik concludes in his
book, Investing in Kids: Early Childhood Programs and Local
Economic Development, that early childhood education
investments provide local economic development benefits
that significantly increase the near-term and long-run
employment rates and wage rates of a state or local economy.”

Key ingredients for investing in early

childhood education

Research from neuroscience, developmental psychol-
ogy, and economics all points to the same conclusion:
High-quality early childhood education can help children
prepare to succeed in school and life. However, not all
early childhood education investments are equal; that
is, key early childhood education program features are
consistent with strong child outcomes. Based on research
from neuroscience and developmental psychology and
findings from preschool evaluations, key features include:

Quality
The training levels of staff via home visiting and center-
based programs correlate with positive interactions between

staff and children/parents.** Relatively low ratios of children
to teachers and research-backed curricula are also factors
consistent with positive outcomes at center-based programs.

Parent involvement

The four longitudinal studies already mentioned include
parent involvement, either through home visiting or con-
necting parents with activities at a center. Parents are their
children’s first and primary teachers. However, programs
that focus exclusively on parents may not be as effective
as a mix of parent-focused and center-based programs.”

Starting early

Science shows that the prenatal period and infancy
are particularly sensitive for brain development. As men-
tioned earlier, high-quality preschool beginning at age
3 shows a positive impact on school readiness, but for
children with multiple risk factors, age 3 may be too late.

Evidence-based home visiting programs can help support
vulnerable parents with infants and toddlers. One of the
most frequently cited studies of a home visiting model is the
Nurse Family Partnership in which registered nurses visit the
homes of at-risk, first-time mothers of children prenatal to
age 2. Randomly selected participants were compared with
a control group in Elmira, N.Y., Memphis, and Denver.
Effects found in two or more trials include improved
prenatal health, fewer subsequent pregnancies, increased
intervals between births, fewer childhood injuries, improved
school readiness, and increased maternal employment.’®

Reaching at-risk children

On a per-child basis, reaching at-risk children will garner
the highest return. While state-sponsored universal preschool
programs show that all children, regardless of risk factors,
demonstrate gains in school readiness measures, children
from disadvantaged environments show the largest gains.

Bring to scale

Many children who can benefit most from early child-
hood education programs are not reached. First, there are
many low-income children who could benefit from early
childhood investments based on waiting lists for Head
Start and/or child care subsidies. To qualify for Head Start,
a 3- or 4- year-old child must live in a family below the
poverty level; only about 50% of children eligible nationally
are provided services through Head Start. To qualify for a
child care subsidy, low-income parents must demonstrate
they are either working, enrolled in an education program,
or actively searching for a job. Many parents are on wait-
ing lists for child care subsidies. Furthermore, surveys
of child care arrangements show that many children in
low-income families use informal family, friend, and
neighbor arrangements and that these settings tend to
be lower quality compared with center-based programs.”
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How early education research applies to
Wisconsin

From long-term effects on work force productivity
and crime reductions to near-term effects, such as reduc-
tions in special education and gains in employment and
income, investments in early childhood education can
yield a strong return on investment. Economist Robert
Lynch applies the return-on-investment lens to Wisconsin
by illustrating the impact of the state reaching all 3- and
4- year-old low-income children with a high-quality
preschool program. He shows that annual government
budget benefits would exceed costs within nine years and
that by 2050, the ratio of government budget benefits to
program costs would reach $2.49.# On several measures,
Wisconsin has the opportunity to boost economic per-
formance and save taxpayers money by investing in early
childhood education.

Minnesota early childhood education
investments by business leaders

Minnesota business leaders, including CEOs and retired
CEOs of prominent companies such as Cargill, Best
Buy, and Ecolab, and the president of the University of
Minnesota, came to the table as original board members
of the Minnesota Early Learning Foundation (MELF).
Founded in 2005 and sunset at the end of 2011, MELF
invested private funds in innovative early childhood
education programs. MELF’s mission was to recom-
mend cost-effective strategies for preparing children
—particularly at-risk children—to succeed in school.#

MELF funded two flagship programs, the Parent
Aware quality rating and improvement system and the
St. Paul Early Childhood Scholarship Program, and
about a dozen smaller initiatives in the Minneapolis-St.
Paul area and two rural counties in southern Minnesota.
Now Parent Aware is in the process of expanding state-
wide. While the St. Paul Early Childhood Scholarship
Program concluded in September 2011, Minnesota is
planning to offer scholarships through funds allocated
by the legislature and funds received through a fed-
eral Race to the Top Early Learning Challenge grant.

As MELF funded and evaluated the pilot early childhood
education programs, MELF made its ongoing findings
and recommendations available to the Legislature and the
governor. In 2011, MELF began working to implement
its recommendations to reform Minnesota’s existing early
care and education system.* Details of MELF’s final
results and recommendations are available at www.melf.us.

Led by the board’s business perspective, MELF

emphasized the importance of efficiently working mar-
kets and customers empowered with information and
resources. Applying these principles to the early childhood
market, MELF considered how to improve the efficiency
of the early childhood education market and how well
families are served as customers. MELF’s hypothesis was
that with proper incentives, the early childhood education
market could provide high-quality programs that reach
at-risk children.

MELF’s flagship programs—the Parent Aware quality
rating and improvement system and the St. Paul Early
Childhood Scholarship Program—advanced overall program
quality and expanded access to at-risk children by improv-
ing the efficiency of the early childhood education market.

First, Parent Aware helps improve the flow of information
to parents about the quality of early childhood education
providers. This helps them better shop for providers. Parent
Aware is a voluntary rating program that rates early child-
hood education providers that agree to participate with from
one- to four- stars based on criteria that research indicates
have a significant influence on children’s school readiness.#

Second, the Scholarship Program provides high value
scholarships to low-income families with children ages
3 and 4 to expand access to the early childhood edu-
cation market. The scholarship model also includes a
parent mentor who visits the home to assist parents in
connecting with the early childhood education pro-
vider of their choice and other community resources.

Both of these programs emphasize improving the early
childhood education market’s information flow, a key
component of an efhicient market. They also create incen-
tives for parents to select high-quality programs for their
children and for early childhood education providers to
improve their quality and expand their number of spaces.

Parent Aware

Parent Aware measures and rates the quality of early
childhood education providers and promotes quality
improvement using a variety of resources. Parent Aware
is completing its pilot phase in three locations in the
Minneapolis-St. Paul area and in two rural counties in
southern Minnesota. As Parent Aware moves to expand
statewide, adjustments will be made based on lessons learned
through the pilots; these descriptions are based on the pilots.

Parent Aware is unique compared with other state
quality-rating and improvement systems because it places
a primary emphasis on providing parents with information
on the importance of quality and the characteristics of
high-quality child care providers. MELF has supported
outreach efforts to parents through an easy-to-use website,
radio and Internet advertising, and media coverage. Most
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other states focus primarily on program improvement, such
as technical assistance and grants to assist the program in
securing curriculum, materials, and teacher training. While
Parent Aware also provides these supports, the focus on par-
ent outreach—emphasizing the demand side of the market
—makes the system unique.* Furthermore, while Parent
Aware has made particular efforts to reach out to families
that receive child care subsidies, the marketing efforts and
program search tool are intended for all Minnesota families.

Parent Aware includes all rated public and private early
childhood education providers on one website so that parents
can easily shop across early childhood education programs:
home- or center-based and offered by a for-profit, nonprofit,
or government, such as federally funded Head Start and
state and locally funded school-based preschool programs.
Early childhood education providers volunteer to participate
in Parent Aware and are rated on the following categories:

* Family partnerships

*Teaching materials and strategies

*Tracking learning

*Teacher training and education

*Child Safety

Early childhood education providers submit documenta-
tion and supporting materials for each area. They receive
an on-site observation and are scored on research-based
scales that measure environment, instructional practices,
and interactions with children. Accredited child care
centers, accredited family child care providers, school-
based preschool, and Head Start programs are awarded a
four- star rating automatically if they demonstrate current
accreditation status, compliance with licensing, or compli-
ance with applicable state or federal program performance
standards. Since December 2007, 471 providers have
received ratings; 28% of all eligible providers in the pilot
areas were participating in Parent Aware as of June 2011.%

Of the early childhood education providers that have
volunteered to participate, 92% say that the Parent Aware
program improved their quality. Participating early child-
hood education providers first receive materials on how
to prepare for the rating process, suggesting that quality
improvement can begin prior to the initial on-site assessment.
Once in the program, early childhood education providers
receive technical assistance from a quality coach and are
eligible for grants to purchase curriculum and supplies and
to attend professional development classes and seminars.

Ratings are posted on the Parent Aware web-
site, www.parentawareratings.org. Parents can search
for early childhood education providers by area and
in a variety of languages, including English, Hmong,
Spanish, and Somali. They can also call their local

child care resource and referral agency for assistance.

About 300 to 400 children attending Parent Aware
providers, the majority in 4- star providers, were evaluated
on language, literacy, math skills, and social competence
using standardized assessments. From fall to spring,
children made gains in language, literacy, math, social
competence, and task persistence. However, teachers
reported an increase in a measure of children’s angry-
aggressive behavior. These findings do not imply that
Parent Aware is the cause of positive or negative changes
in children’s outcomes. It does imply, however, that among
the providers participating in Parent Aware, children
are making mostly positive gains in the developmen-
tal domains that are important for school readiness.*

On Aug. 10, 2011, Minnesota Gov. Mark Dayton
announced plans to expand Parent Aware statewide.¥
Parent Aware’s expansion plans include a commitment
from business leaders to form a new nonprofit organiza-
tion, Parent Aware for School Readiness, to market the
ratings to parents and providers and oversee an ongoing
evaluation of the link between Parent Aware and school
readiness outcomes. That is, private-sector, in-kind, and
financial resources and leadership will work to ensure that
Parent Aware remains directed toward reaching parents
with information about selecting child care. During the
pilot, about 40,000 unique visitors visited the Parent Aware
ratings website and many used the ratings to better inform
their shopping for early childhood education providers.
Visitors spiked by about 300% when a brief advertising
campaign using radio adds was conducted, indicating that
ongoing marketing efforts could encourage website usage.*

Parent Aware for School Readiness continues to be led by
key Minnesota business and community leaders, including
some former MELF board members, and it is privately funded.

St.Paul Early Childhood Scholarship Program

From January 2008 to September 2011, MELF conducted
a pilot project based on an early childhood scholarship
and parent mentor model proposed by Art Rolnick and
Rob Grunewald. The proposal outlines a program where
scholarships and parent mentors are provided to low-
income families with young children. Parent mentoring
starts with families with expectant mothers or infants,
while scholarships become available when children turn
3. The scholarships can be used to enroll in a high-quality
public or private early childhood education program for
two years prior to kindergarten. The combination of par-
ent mentoring and scholarships provides a continuum
of support for early childhood development prenatal to
kindergarten.®

I0
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The St. Paul Early Childhood Scholarship Program
served about 650 children and their families with parent
mentoring and/or scholarships in two neighborhoods
in St. Paul. Families below 185% of the federal poverty
level (about $40,000 for a family of four) were eligible to
participate. The scholarships ranged in value from about
$5,000 annually for a half-day, school-year program, to
$13,000 annually for a full-day, year-round, center-based
program. The cost of the pilot was about $6 million, not
including evaluation.

In December 2010, the three-year point of the pilot,
the program evaluator noted that the scholarships were
reaching especially poor children: 71% of the families
had household incomes below the poverty level (about
$23,000 for a family of four®). Prior to the availability of
scholarships, only about one-third of children in the pilot
program attended a licensed early childhood program
with various levels of quality. After the availability of the
scholarships, children were attending a variety of high-
quality early childhood education providers, including
nonprofit and for-profit child care and preschools, Head
Start, family-based child care, and public school-based
preschool programs. About three-quarters attended full-
day programs; the rest attended half-day programs.”

The report also shows the number of high-quality
providers in and near the pilot area increased more than
85%, from 22 providers to 41 over a three-year period, as
existing providers improved their quality and a couple
of new providers opened in the area. In order to enroll
children with scholarships, providers needed to achieve at
least a three- star rating on a four- star Parent Aware rating,

Not only did the number of high-quality providers
increase, but parents considered the scholarship program
to be user-friendly and had strong positive opinions about
the parent mentors and scholarships. Over 80% of parents
interviewed over the phone indicated that they talk with
their child’s teacher about behavior and accomplishments,
classroom rules and expectations, and activities to develop
skills at home.” Parents also commented that they noticed
how the early childhood education provider was prepar-
ing their children for kindergarten, including by helping
them learn English and develop stronger social skills.

Child outcome data also provided promising results.
Children participating in the pilot showed significant
increases in language, literacy, and early math skills,
with small to large effect recorded during each year of
participation and across the two-year period. The evalu-
ators noted that children’s developmental trajectories
were improved from what they would have been without
participating in the scholarship program and attending a

high-quality early childhood education program.? Children

also showed significant but modest improvements in
social skills and task persistence, but there weren't signif-
icant improvements in scores on behavior problems
(i.e., anger-aggression). Based on available data from
norming samples, scholarship children were com-
parable to their peers in social-emotional skills.*

A number of lessons have emerged from the Scholarship
Program. As discovered in the pilot, recruiting low-
income families can be challenging, particularly since
these families tend to be highly mobile. On the ground,
person-to-person recruitment and word of mouth were
more effective than passive outreach efforts. However,
once parents enrolled in the program, they noted that
it was relatively easy to use and were enthusiastic about
the scholarships, particularly when compared with
child care subsidized and administered by the govern-
ment.” Combining parent mentors with the resources
to choose a high-quality provider for their child seemed
to help engage parents in the education of their children.

On the provider side, more openings with high-quality
providers have become available in part because the pro-
viders are paid at a higher rate than if they provided more
typical child care. In addition, providers and families noted
that the scholarship program required less paperwork, was
easier to navigate, and made payments to early childhood
education providers in a more timely fashion than the
child care subsidy system. In a scholarship system, the
focus is on the child’s education, not on the employ-
ment status of parents. This difference, focusing on the
child, not on the parent, combined with an easy-to-use,
customer-driven model, seemed to have a positive impact
on children and parents. Despite the system’s focus on
the child, a number of parents noted that the scholarship
program also made it possible for them to obtain work
and education opportunities.
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Wisconsin's YoungStar—
[nitial Implementation

YoungStar began accepting applications for ranking
from child care providers in late 2010 and will begin
applying incentives and penalties to subsidy payments
in July 2012. During this initial implementation phase, a
number of YoungStar’s strengths became evident, including
bi-partisan support from the Legislature and the governor’s
office, and a well-developed, easy-to-understand quality
rating system, the QRIS. However, YoungStar’s challenges
are large. The Department of Children and Families
had completed rating most but not all providers as of
December 2011, and the large majority of the providers
rated received a substandard two- star rank. Fewer than
15% of Wisconsin Share children were enrolled with higher-
ranked four- and five- star providers. In addition, research
described previously on Minnesota’s pilot project suggests a
number of areas where Wisconsin may need to strengthen
YoungStar, including parental involvement, participa-
tion by the state’s business community, and governance.

YoungStar represents a key initiative in Wisconsin’s
efforts to assess and improve the quality of early childhood
care and education for the state’s neediest children. While
4-year-old kindergarten (4K) is available for all children in
participating school districts*® (86% of Wisconsin school
districts are participating in 2011-2012), Head Start and
Wisconsin Shares are intended for low-income families.
Federal standards and regulations govern Head Start,
while state regulation of Wisconsin Shares has heretofore
largely focused on basic health and safety, and on fraud-
prevention efforts. Participation in the YoungStar QRIS
system is mandatory for all child care providers—including
family providers and child care centers—that participate
in the Wisconsin Shares subsidy program. In addition, it
is anticipated that some child care providers that currently
enroll only private-pay children and do not participate in
Wisconsin Shares may voluntarily apply for a YoungStar
rating as a marketing tool and may be attracted by the
incentive payments to participate in Wisconsin Shares.

The Wisconsin Shares child care subsidy program is
available to eligible working families earning less than
185% of federal poverty rates, about $43,000 for a family
of four. Payments are made by the state directly to pro-
viders and are based on locally determined average rates.
Family co-pays are based on a percentage of income.

While data are less than clear because a child may partici-
pate in more than one program (such as 4K and child care),
it is estimated that approximately 200,000 of Wisconsin’s
over 400,000 children under the age of 6 participate in
state or federally regulated early childhood educational
settings, including licensed or certified child care settings,

Head Start, 4K, Birth to 3, Special Education 3 to 5, and
Home Visiting.”7 Of these children, approximately 54,000 a
month are served through the Wisconsin Shares program.*

The fundamental purpose of YoungStar is to make
high-quality early childhood education available to chil-
dren in the Wisconsin Shares program. The two essential
components necessary to achieve that goal are adequate
availability of high-quality child care providers, and suf-
ficient education and information for parents to select
high-quality providers over lower-quality providers. To
achieve the first component, YoungStar will modify
existing subsidy payments to reward high-quality pro-
viders and penalize low-quality providers. The intent is
that the financial penalties, combined with the promise
of financial rewards, will motivate low-quality providers
to improve, typically through increased education for
their staff and various other improvements in the qual-
ity of the programming they provide children. Detailed
descriptions of quality indicators and what a provider
must do to improve from one quality rank to another are
included in the State’s Quality Rating and Improvement
System (QRIS) and are described for each provider. To
achieve the second component of providing parents the
tools to select high-quality providers over low-quality
providers, YoungStar plans to rely primarily on its easy-
to-understand five- star ranking system. All Wisconsin
Shares providers will be rated and parents can use the stars
to compare providers and make their placement decisions.

Using the QRIS, all child care providers will
be evaluated and can receive points within each of
four categories: educational qualifications, curricu-
lum, professional practices, and health and wellness.

The number of points a child care provider earns
determines the number of stars it receives. Providers
that do not meet the state’s basic health and safety
regulations are assigned a single star and are not eli-
gible for the Wisconsin Shares program. Providers
that meet the state’s basic health and safety regula-
tions are then rated on the quality of their programs.

While YoungStar is still in its implementation
stage, over 4,000 of the state’s 7,800 child care pro-
viders had submitted materials to obtain a rating by
December 2011. Of those, 2,473 had received ratings
and 1,585 applications were pending. In addition,
YoungStar staft had provided over 5,300 technical assis-
tance visits to child care programs to provide one-on-one
coaching, mentoring or guidance, and had con-
ducted over 1,500 technical-rating visits.*
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Table 1

Point Categories

Possible Points Possible Points
Family providers Group providers/child
Categories for Earning Points care centers
Family Provider Qualifications/Education 0-14
Group Teacher Qualifications/Education 0-9
Group Director Qualifications/Education 0-6
Learning Environment and Curriculum 0-14 0-13
Professional Practices (business practices, staff benefits, etc.) o-7 o-7
Health and Wellness o-5 o-5
Total 0-40 points 0-40 points
Table 2
Points Required for Star Ranks
* *ok Kok HokkoK $okkokok
Not in
regulatory
compliance 0-10 points 11-22 points 23-32 points 33-40 points
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Research on the experience in Minnesota and elsewhere
identifies a number of program components critical to the
long-term success of YoungStar and other programs designed
to improve early childhood education. There are at least
three areas with particular relevance to Wisconsin: active
parental and provider involvement; significant business com-
munity involvement; and smoothly functioning governance.

Parental and Provider Involvement

Experience indicates that fundamental to the ultimate
success of YoungStar and the QRIS systems of other
states is active parental involvement—parents using
their state’s quality rating system to choose a higher-
quality child care provider over a lower-quality child
care provider for their children. For example, Minnesota
has even named its rating system the “Parent Aware”
quality rating and improvement system. Second, in
order to make choices, parents need a sufficient num-
ber of high-quality providers from which to choose.

Wisconsin’s approach has been based on the premise
that the lure of higher reimbursement rates will convince
child care providers to upgrade the quality of their pro-
grams and that the easy-to-use star rating system will then
allow parents to identify and choose these higher-quality
providers over lower-quality providers. In theory, the rat-
ing system will allow parents to act on their preference for
high-quality programs to compare providers and move

their children from lower- to higher-quality settings.
This market power exercised by the parents will, in turn,
prompt providers to improve the quality of their services
in order to maintain existing enrollments and attract
new families. The incentive payments received by those
that attain the higher star ratings will fund and sustain
the costs associated with higher-quality programming.

While this theory underlies QRIS systems, it will
require close monitoring and evaluation by YoungStar
administrators to see how well it works in practice.
Key questions will be whether the incentives for both
parents and child care providers will be adequate to
prompt significant, and in some cases, costly changes
in the quality of educational programming offered
by providers and in the choices made by parents.

One question YoungStar administrators will face is
whether child care providers will believe the incentive
payments will be sufficient to pay for the higher costs
of the quality improvements needed to attain additional
stars. The incentive payments, which do not take effect
until July 2012, have already been modified to increase
the size of the carrot for the highest-rated providers and
to create a stick for the lower-rated providers. Originally,
payments were only incentive based.

Table 3
Original Incentive Payments
Proposed
incentive Not eligible 0% +5% +10% +15%
Table 4
Modified Incentives
Incentive July1to| Not
Dec. 31, 2012 eligible -5% 0% +5% +10%
Incentive starting [  Not
Jan. 1, 2013 eligible -5% 0% +5% +25%
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However, the incentives that will begin in July
2012 have been modified to include a stick as well as
a carrot—both decreases and increases to the subsidy
payments to child care providers for low-income fam-
ilies. In addition, the incentive for the highest-rated
providers is scheduled to increase from 10% of the sub-
sidy to 25% of the subsidy after the first six months.

The crucial importance of the ability of YoungStar to
convince providers to improve their quality and increase
their ranking is underscored by the dismal results of the
rankings to date, which indicate that as of December
2011, over 78% of providers rated a substandard rank
of only two-stars. Only 7.4% of providers received a
four- or five- star rank. In contrast, in its initial projec-
tions for the program, the Department of Children and
Families estimated that only 40% of providers would fall
in the two-star category during 2011-2012 and as many
as 21% would be in the four- and five-star categories.®

Consistent with the low ranking of a majority of provid-
ers, the majority of Wisconsin Shares children enrolled with
providers that had been ranked by December 2011 were
enrolled with two- star providers, while only 13.7% were
enrolled with higher quality four- and five- star providers.

It is not known, however, whether the new incentives
and penalties will be sufficient to prompt a significant
number of providers to make improvements to the quality
of the programming and education they offer. As noted in
the table, the majority of providers that have been rated
as of December 2011 received only two-or three-stars,
which means they will not receive any incentive pay-
ments and most will have their basic subsidy penalized.

For those in the four- and five- star categories, the effect
of the incentives can vary dramatically, even from provider
to provider with the same star rating, because of varia-
tions in the number of subsidized children a provider may
have. For example, a provider with an enrollment of 75%

Table 5

Providers Rated as of December 2011
Star Rating * Kok Kokok skokokok kokokokk
Number of Providers 45 2,630 413 46 204 3,338
Percentage of Providers 1.3% 78.8% 12.4% 1.3% 6.1% 100%

Table 6

Wisconsin Shares Children Enrolled by Star Level—December 2011
Region Children at 2* Children at 3* Children at 4* Children at 5* Total

providers providers providers providers
Kenosha/
Racine 2,014 751 2 71 2,838
Milwaukee 10,203 1,763 0 1,874 13,840
Northeastern 2,062 1,544 o 822 4,428
Northern 1,495 687 o 138 2,230
Southern 2,862 1,373 103 1,118 5,456
Western 1,754 436 o 178 2,368
TOTAL
Children 20,390 6,554 105 4,201 31,250
% of Children 65.2% 20.9% .3% 13.4% 100%
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subsidized children and 25% private-pay children will have
a significantly greater boost in overall income from the
incentive payments than a provider with an enrollment
of only 10% subsidized children and 90% private-pay
children. Second, estimating the effect of incentives and
disincentives on the bottom line of providers is difficult
because of the differences in size and cost structure between
providers, and because subsidy rates have been frozen
in recent years due to government budget constraints
while provider costs will likely continue to increase.

Equally important to the question of the ultimate
effectiveness of the incentives is the question of how dif-
ficult it will be for most two- star providers to make the
changes necessary to improve their quality to a three- star
rating. For example, YoungStar’s QRIS rating system
places significant emphasis on the educational qualifica-
tions of the provider in determining quality. However, it
would appear that the lack of educational qualifications
of many current two- star providers will be a major
impediment to their ability to obtain a three- star rating.

Currently, a two- star provider needs only a limited
educational background. Two- star providers are not
required to complete high school but must complete two
noncredit courses approved by the state—one is called
The Introduction to the Child Care Profession and the
second is a business basics course called Fundamentals
of Family Child Care. In contrast, to obtain a three- star
rating, a family care provider must meet a number of
minimum educational requirements, including a high
school diploma or high school equivalency; a Childhood
Development Associate credential, which includes 120
hours of formal training and 480 hours of experience
in a group setting; and further specialized creden-
tials, such as for infants/toddlers, or 18 related credits.

A recent report on the implementation of YoungStar
in Milwaukee County suggests how significant the gap
is between the educational qualifications of two- star
and three- star family care providers. These minimum
qualifications for a three- star provider earn four points
in the YoungStar QRIS system. In contrast, the study
found that the average points currently earned by fam-
ily care two- star providers was only 0.61.% Not only
is the size of the qualifications gap significant, but
the length of time that it may be required for a pro-
vider to obtain a high school equivalency, and attend
classes to obtain the required number of advanced
course credits, could also be significant as well as costly.

Nevertheless, incentive payments are only one factor

designed to influence provider decisions on whether to
improve the quality of their educational programming for
children and attain a higher star rating. The YoungStar
quality rating system is based on the assumption that
marketplace decisions by parents will compel providers to
improve their quality or lose enrollment to higher- starred
competitors. In other words, if parents use the YoungStar
rating results to move their children from low-quality/low-
starred providers to high-quality/high-starred providers,
some providers will be forced to improve their quality in
order to maintain their enrollments and stay in business.

What is unknown is the extent to which parents will
use the YoungStar rating information to make their
child care selection decisions. As found over the years in
the Milwaukee private School Choice program, parents
consider a number of factors in choosing providers for
their children’s educational programming. While qual-
ity is important, other factors likely play a role in child
care selection decisions, such as distance from home to
an available provider; familiarity with a provider, either
directly or indirectly through friends and acquaintances;
how comfortable and safe a parent perceives the environ-
ment at a provider; and the cost of care to the parent.

Steps to Encourage Parental Use of Ratings

Wisconsin’s YoungStar administrators have taken a
number of steps to maximize the use of the rating by
parents. First, the ratings are easy to understand. The
use of stars to denote quality, with an increasing num-
ber of stars to denote higher quality, is a well-ingrained
concept, used with equal effect by teachers on children’s
homework and mass marketers touting high-quality
hotels and restaurants. Second, the YoungStar ratings are
widely distributed and easily available. The YoungStar
website is easy to find within the Department of Children
and Families website, and is easy to use and navigate.
In addition, the department has undertaken statewide
media campaigns, using a variety of types of media, even
including ads on city buses, to publicize YoungStar. Finally,
YoungStar ratings are structured so that parents can be
assured that providers which receive a high rating show
strength in each of the four categories in which providers
are assessed (education and professional development,
learning environment and curriculum, business and
professional practices, and child health and wellness.)

While the steps taken by YoungStar administrators to
maximize the use of the rating by parents are important,
it should be noted that all of the financial incentives in
YoungStar are targeted exclusively toward providers. Some
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research suggests that in the absence of financial incentives,
parents will often select a child care provider primarily
based on location and cost.**  Under most circumstances,
co-pays for families in the Wisconsin Shares program
are generally limited to a percentage of parents’ income.
However, for some high cost/high-quality providers, costs
may exceed the state maximums and parents may be
responsible for the additional costs. The frequency of such
situations could increase as subsidy rates remain capped
as government budgets remain constrained while provider
costs increase. In addition, the Department of Children
and Families has indicated that incentive payments are
not intended to be used by providers to reduce parent
co-pays, but rather to help fund quality improvements.®

Several states have created financial incentives for parents
to choose high-quality child care by providing child care
tax credits. Louisiana is the only state to directly tie its
tax credit program to the state’s QRIS policy. Louisiana
makes the credit available not only to parents, but also to
businesses that support child care centers. In Minnesota,
the MELF Scholarship Program priced scholarships at
levels that almost always covered the tuition. Furthermore,
parents’ choices were limited to high-quality providers.

Business Community Involvement

Central to the planning, development and rollout of
YoungStar has been the extensive collaboration between
state government staff, the child care industry and various
nonprofit associations representing providers and advo-
cates, and the state’s business community. All interested
parties have spoken with remarkable unanimity about the
importance of early childhood education for individual
children and for the future of the state as a whole. Similarly,
the experience of the Minnesota pilot program also dem-
onstrates the crucial role that collaboration and in-depth
involvement of the business community can play in the
success of early childhood education programs. Based on
the Minnesota experience, it appears that there may be even
further opportunities for additional business community
involvement in Wisconsin to ensure the long-term suc-
cess of YoungStar and early childhood education efforts.

Participation by groups representing the child care indus-
try and the business community has been strong throughout
the development of the YoungStar program and continues
to be so in its guidance and operation. A substantial part
of YoungStar’s administration and technical assistance to
child care providers throughout the state is provided not
by state government staff in Madison, but rather through
a contract with a consortium of nonprofit organizations
representing the child care industry and advocates. The

consortium consists of Celebrate the Children Foundation,
the Supporting Families Together Association, and the
Wisconsin Early Childhood Association. Together these
groups operate YoungStar regional offices and provide
the contact with child care providers as they apply for
YoungStar and navigate the process of ratings, tech-
nical assistance, and program improvement grants.

Wisconsin’s for-profit business community has also
played an active role in the broad public discussions and
efforts to advance early childhood education initiatives
across the state in recent years. The importance of early
childhood education has been a featured topic at various
local and regional economic development conferences
and summits throughout Wisconsin in recent years.*

The business community, including the Partnership for
Wisconsin’s Economic Success, has also played an active
role in the Governor’s Early Childhood Advisory Council,
whose members represent a broad spectrum of government
officials, as well as education, community, and business
leaders from throughout the state. The Advisory Council has
a broad mandate to conduct statewide needs assessments;
make recommendations concerning early learning stan-
dards, professional development and data collection; hold
public hearings; and issue strategic reports.” The Advisory
Council’s 2011 draft report includes a recommendation to
further strengthen ties with the business community by
creating a public-private board to support early childhood
efforts by leveraging resources and engaging communities
to improve early childhood development. It is anticipated
that the new board would link with an existing nonprofit
entity and remain connected with the Advisory Council.**

If such a public-private board were to be created, it
could provide an opportunity to leverage private sec-
tor funding which could be used in a targeted fashion
to augment government appropriations. Such efforts
at targeted use of privately raised funds would appear
consistent with a more active business community
involvement stance as seen in the Minnesota experi-
ence. The State of Delaware has also taken advantage of
public-private partnerships for funding QRIS efforts.®

Governance

Early childhood education and programs have
developed over the years in Wisconsin under a diffuse
governance structure, with oversight and operational
responsibilities spread over several state agencies.
Further complicating uniform policy development is
the multiple funding sources of the various agencies
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and programs. Four separate state entities play a critical
role in Wisconsin’s early childhood education efforts.

While all of the various early childhood education
programs listed in the table appear logically placed in
their respective agencies, the size of their respective agen-
cies makes optimal coordination of policy development,
regulations, and funding decisions difficult. A December
2010 report of the Governor’s Early Childhood Advisory
Council noted the need for an overall system approach
to early childhood education and statewide oversight and
leadership of the state’s early childhood system. Key to
the state’s efforts, the report noted, were improved data
collection and measuring methods.”

Table 7

It is also noteworthy that while the value of early child-
hood education as an economic development tool is highly
touted in research studies, in Wisconsin there is no official
role for input by the state’s economic development agency
in policy development, funding, or oversight. Yet nationally,
affiliates of the National Association of Manufacturers,
US Chamber of Commerce, and National Association of
Workforce Boards have supported investment in young
children.” Providing a role for economic development
officials in YoungStar and other early childhood education
initiatives would elevate early childhood education as a

state economic development priority.

Mission

Entity

Key early childhood
education programs

Key funding sources

Department of Promote ecnomic

1. YoungStar

-Federal Child Ccare and

the people of Wisconsin

Children and and social well-being of [ 2. Wisconsin Shares Development Block Grant
Families Wisconsin’s children and | 3. Childcare licensing and -Federal Temporary
families certification Assistance to Needy
4. Home visiting Families (TANF)
5. Childcare quality -Federal Title IV-E
improvement -State General Purpose
Revenue (GPR)
Department of Public | Ensure the opportunity | 1. 4-year-old Kindergarten -State General Purpose
Instruction of a high-quality education | 2. Early Childhood Special Revenue (GPR)
for every child in the state Education (children ages [  -Federal Individuals with
3-5) Disabilities Act (IDEA),
3. Head Start state Part B
supplement -Local property tax revenue
4. Childcare food program
Department of Health [ Protect and promote|  Birth to 3 intervention -Federal Individuals with
Services the health and safety of |  program Disabilities Act (IDEA),

Part C

Conduct needs
assessments, make recom-
mendations concerning
early learning standards,
holds public hearings and

issues reports

Governor’s Early
Childhood Advisory

Council

18

WPRI Report




Conclusions and Recommendations

Wisconsin officials have had considerable success in the
initial implementation of the YoungStar QRIS system. More
than half of the state’s child care providers have submitted
YoungStar applications. State officials have contracted with
a consortium of nonprofit agencies to staff regional offices
and provide application reviews, and rating and technical
assistance to providers. Thousands of hours of training and
technical assistance have already been provided to child
care centers and family providers throughout the state.

Despite these positive first implementation steps, the
reality that the vast majority of Wisconsin Shares children
are currently enrolled with low-rated providers highlights
how far the state is from its goal of providing high-quality
early childhood education to its most needy children.
While Wisconsin Shares children are typically cared for
in a safe environment, the state is far from realizing the
potential economic development benefits of widely available,
high-quality early childhood education. The gap between
today’s reality and the goal of providing high-quality
early childhood education is so significant, the state may
need to move aggressively in making program changes to
take advantage of research findings from Minnesota and
elsewhere. These changes include:

*  Implement strategies to significantly increase
parental involvement;

e  Evaluate the potential for significant quality
improvement among existing providers to determine
whether current incentives and penalties are most effec-
tively structured;

*  Significantly increase business community sup-
port and active participation;
e Streamline and reformulate governance and

include input from economic development professionals.

Parental Involvement

YoungStar is more likely to succeed if parents take an
active role in selecting high-quality instead of low-quality
child care providers. Experience in the Minnesota pilot
program demonstrates the positive impact that program
outreach efforts—including direct contact and mentor-
ing—can have on parents. Child care providers tend to
respond when a parent asks about its rating or why a pro-
vider doesn’t have a rating. In contrast, to date YoungStar
has focused the vast majority of its program efforts on
providers. To achieve a much more balanced approach,
YoungStar will need to significantly increase its efforts to
directly contact and actively engage parents in making
better-informed decisions about child care providers. To
develop new and effective approaches to better encour-
age parent participation, YoungStar needs to determine

whether co-pays at high-quality child care providers pose
disincentives to parents, whether a portion of existing
funding should be reallocated into scholarships or other
financial assistance models directed to encourage families
to select high-quality providers, and whether there are ways
to combine already existing programs with new efforts
to increase direct parent contact and education efforts.

Provider Incentives

YoungStar has focused the large majority of its efforts
to improve the quality of child care providers throughout
the state on its plan to increase subsidy payments to high-
quality providers and decrease subsidies to low-quality
providers. Absent from this policy, however, is sufficient and
convincing data or evidence as to what the costs would be
for the majority of the state’s child care providers, which are
rated at only two stars, to obtain the necessary education
and make the other program changes necessary to improve
their quality just to the middle three star rating, much
less improve to a high-quality four- or five- star rating.

YoungStar will need to assess its current financial
incentive system to determine the potential of its incen-
tive/disincentive subsidy approach to actually move
large numbers of providers to higher-quality ratings,
and to determine whether to develop a scholarship
program in which scholarships can be used at only
high-quality programs and in which parents face a
simplified application and reauthorization process.

Business Community Involvement

Active business community involvement is likely essential
if YoungStar is to be successful as an economic development
tool and actually provide high-quality early childhood
education to the state’s disadvantaged children. Experience
in the Minnesota pilot program had clearly demonstrated
the value of business community involvement in areas
such as marketing, an area essential to improved parent
awareness, and in scholarship funding.

YoungStar needs to capitalize on and expand current
efforts in Wisconsin by members of the consortium
to create additional and more meaningful ways for
ongoing and direct participation of the business com-
munity both statewide and at the local, community level.

Governance

Numerous state agencies are involved, directly or indi-
rectly, in Wisconsin’s early childhood education efforts,
through policy development, funding and regulatory
oversight. Such diffuse participation is not surprising for
diverse program efforts that have developed over time.
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Curiously, however, while early childhood edu-
cation is widely considered one of the more
powerful economic development tools a state gov-
ernment can have, the state’s economic development
agency is not part of this broad mix of agencies.

To sharpen the focus of early childhood education,
especially to improve it chances of having long-term success
as an economic development tool, YoungStar will need to
streamline its governance model and ensure participation
of the state’s economic development agency.
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