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This document is meant to serve as a stimulus to discussion of strategies and mechanisms that are being, or might be, applied to finance education and care during the early childhood years. The heart of this paper treats the following questions:

1.
What is being spent to provide education and care during the early years to children and families within varying national contexts?

2.
Is it “enough”?  How should governments be judged with respect to their efforts to see that adequate financing is provided for ECEC?  Can an “optimum” level of investment be identified?

3.
Where do the resources come from?  What are some of the different financing mechanisms that are being used or might be used to generate and distribute resources for ECEC?

4.
How is the financing of early childhood education and care (ECEC) being divided 

among: governments, businesses, social organizations and parents?

To illustrate how answers to these questions play themselves out in different ways, special attention will be given in this paper to the contrasting examples of Sweden, the United States and Mexico, and occasional examples will be provided from other countries.


Before moving to the central questions, an opening section of the paper offers clarifications intended to help define and delimit the topic and considers briefly several prior questions related to the goals, organization and content of early childhood education and care that bear directly on spending and financing.  Next, the four questions are addressed.  Finally, some issues and implications for policy that emerge from the discussion are set out along with some topics for further exploration.

I  Clarifications and Some Prior Questions


Financing ECEC.  Narrowly conceived, financing refers to the process of generating and managing monetary resources.  In this paper, financing is defined to include in-kind contributions of goods or time that are volunteered rather than purchased, resources that, in theory, can be (but seldom are) assigned a monetary value.  Although unlikely in fact, it is possible to imagine a program to improve and extend early childhood education and care that is financed entirely through donations of time and goods.


Early Childhood.  Early childhood is defined as the period from conception until entrance into elementary schooling which in most locations takes children up to age 6 or 7.  This rather broad age span can (and should) be broken down into various periods related to stages of development of the child.  One such breakdown distinguishes: a prenatal and peri-natal period, infancy, and toddlerhood (these all fall into the period prior to age 4), and a preschool period. The type of education and care that is most appropriate for each of these periods will differ, affecting how financing is approached for that period.  It is common for funding during the first two years to come through a health, social welfare or social security line of funding or through transfers or tax relief, and care is more likely to occur at home, whereas the pre-school years are often funded through an education line and the education is more often outside the home.


Education and Care.  During the early childhood period, it is possible to define many alternative (or complementary) ways of educating and caring for children.  For instance, ECEC may occur within or outside a home.   Caregivers may be parents, relatives, neighbors, servants, para-professionals or professionals.  ECEC services may be provided directly for children or may be set up to work with parents and families, usually through some kind of parental education program.  When programs are focussed directly on children they are usually center-based and outside the home.  However, direct attention to children can occur in homes, as part of home visiting programs in which specialists visit or provide care in a home, or as mass media reach into the home with children’s programs.  When programs are focussed on parents and families, care usually occurs in the home.  However, parental education often takes place outside the home and parents are supposed to return home to apply what they have learned.

        An important distinction made in many ECEC writings is that between family day care and center-based care.  As commonly used, family day care does not refer to care by parents of their own children in their own home; rather, it denotes a service provided, for pay, by a caregiver in a private home (family) setting, in which the children cared for come from other homes and are not the children of the caregiver (although some of the children in a family day care group may also be the caregiver’s children).
  This distinction is important because family day care and center-based care are often subject to different regulations and are treated differently for funding purposes.  Indeed, a common complaint is that family day care is not regulated, allowing sub-standard, inexpensive care to be provided that can be harmful to children.


Yet another distinction:  ECEC programs may stress preparation for school or they may emphasize care, which is often thought of as including protection, health care and feeding and sometimes even nurturing and stimulation.  Alternatively, programs may be conceived as “child development” programs, taking a holistic view of the child and combining care and education.  Other distinguishing features of programs will be noted below.


Opening a discussion of financing to all of these age and definitional possibilities, even within the limited early childhood age range, both enriches and complicates the task.  Financing a full day care program for children aged 1 to 3 in a requires a different level and organization of resources than financing a parental education program for children of the same age, or supporting a half-day preschool program for children aged 4 and 5.   Incentives to invest are different, linked in part to the fact that some programs are driven to a large extent by, and often judged by, the benefits they provide to parents in terms of increased work and leisure, whereas others are viewed primarily in terms of their benefits to children, particularly as related to school performance.

*******


It is difficult to talk about mechanisms to finance programs of early childhood education and care without confronting and sorting through a set of social and technical questions that are answered in different ways in different contexts.  These  include:

- who should be (is being) attended to in such programs? (Should programs be available universally or should they be targeted?  What should be the criteria for choosing who to include and who to exclude  -- age, income, disability, others?);

- what should be (is being) paid for? (What sorts of services or components should be included?  Should attention be provided primarily in the home by parents or in arrangements outside the home by para-professionals and/or professionals?  Should programs be full-day or partial day programs?  What standards of quality should be set?)

- who should pay (is paying) and what is the ability to pay? (Is the main responsibility governmental -- and if so is it national or sub-national -- or communal or parental?  Should other interested parties, such as businesses, have a major responsibility?);  

The answers to these questions are, of course, affected by social traditions and values as well as by broad demographic, economic, social and political trends and conditions.

Who should be (is being) attended to?

Should services/programs benefit all or should they be targeted?  In general, as the coverage envisioned for an ECEC program is extended toward becoming universal, the greater the total costs and the needed commitment of resources.   A universal approach in which all children are participants, then, will cost more than a targeted approach, for a given program.  This fact notwithstanding, in many European countries, the basic principle that has guided governmental programs has been one of universal benefits with, however, a recent tendency toward targeting certain populations for particular benefits within an otherwise universal strategy.  Early education and childcare benefits are seen as rights and everyone, regardless of financial condition, should be accorded these benefits.  To illustrate, it is common throughout Europe for health insurance to be provided for all.  There are, however, broad differences of opinion about whether universal support for childcare should focus on services with attention provided outside the home by experts or on subsidies related to attention inside the home by family members.

In Sweden, free health care for children and child allowances are universal.  All parents are entitled to partially paid leaves after a child is born.  For this reason, care in the home by parents (usually the mother) during  a child’s first year is very common.  At the same time, access to childcare arrangements outside the home is (virtually) a universal right; municipalities are currently instructed to provide (within a period of no more than 3 to 4 months of application) childcare for all children, ages 1 to 6, whose parents are working or studying, or for children with special needs. Because most parents work or are studying and want to take advantage of this privilege, coverage is high.  Over 50% of all Swedish children 1 to 6 years of age are in full day, high quality child care centers; another 14% are in family day care and yet another 6% are in a pre-school group.  However, it should be noted that even when children are enrolled in government-funded services, parents are required to cover a modest portion of costs of providing childcare.  The parental contribution may be linked to earnings and requirements vary from one municipality to another.

This Swedish approach contrasts with that taken in the United States where, for instance, free health coverage is not universal for children.  The United States does not automatically provide cash allowances for all families with children.  Because there is no paid maternal leave policy, it is not surprising that more mothers return to work earlier in the United States than in Sweden.  Some elements of the tax policy in the United States are universal (e.g., dependent deductions), but those tax benefits relating directly to the use of child care are tied to income levels.  Although kindergarten has achieved universal status as it has been incorporated into the school system, almost all government programs supporting child care and early education for children under five tend to be targeted.  These programs are seen as compensating for the inability of the marketplace to provide significant portions of the population with sufficient income to purchase the goods and services required to achieve and maintain some minimum standard of living.  Thus, the large early education program, Head Start, is targeted to low-income families.  Support for child care is not considered a right for all but may be linked to unemployment status or to training for new employment in several programs.  An important portion of the funds redistributed by governments to families with children are reserved for children of single parent mothers.  It should not be surprising that participation in government-funded ECEC programs is lower in the United States that in Sweden.  The relative financial burden on the government is also considerably lower.  

In Mexico, most social programs are targeted in one form or another.  Schooling is an exception; according to the constitution it must be free and available to all.  Although pre-schooling is not obligatory, by law the government is supposed to provide preschooling to the children of all parents who demand it.  Although coverage in some kind of pre-school is approaching a level of 90% for Mexican children age 5, the percentage is about half that for age 4 and about 10% for age 3.  Childcare is provided only for those who work in the formal sector, thereby limiting eligibility from the start to somewhat less than 50% of the population. Moreover, places are available in government-financed centers for only about 5% of the population of children under 4 years of age, that is to say to only about 10% of the eligible population.  A parental education program, established under a loan from the World Bank, is restricted to “marginal” communities. A new program of combined health, nutrition and education, called Progresa, is restricted to low-income families in rural and/or indigenous areas of the country and to the poorest families within those areas.  Although self-employed individuals can purchase social security benefits, health insurance and maternal benefits are restricted for all those who are formally employed who must recur to the limited offerings of the general health service .

The decision to provide ECEC benefits to all or to a limited population is affected by national histories, by the level of available resources and by political pressures.  For instance, the Swedish policy builds on a Lutheran background bringing with it a strong work ethic, social consciousness and an emphasis on equality.  The growth of childcare has been driven by the idea that work is a right – for women as well as men.  The Swedish system is also a product of a welfare state ideology, low fertility rates, a relatively homogeneous and stable population, an inhospitable climate that helps to promote austerity, and an extraordinary run of economic development post World War II.  Although the United States shares with Sweden elements of a “Protestant ethic,” a history of rugged economic individualism and the evolution of a market ideology rather than a welfare state orientation, combines with size, a high level of geographic mobility and a high level of ethnic diversity to influence policy in very different ways.  Mexico’s enduring indigenous tradition as well as its colonial and Roman Catholic overlays sets a different stage, favoring economic dependency with an emphasis on “compensatory programs”, a more hierarchical view of the world and the notion that a woman’s place is in the home.

But changing economic conditions can place pressure on established philosophies and values. For instance, an economic slowdown and resultant increases in levels of unemployment in Europe have forced some rethinking of universal welfare approaches and a move toward greater targeting of funds.  Sweden was affected by a recession in the first half of the 1990s and went through a period of questioning and modifying its social policy.  Better economic prospects and a pending election are currently pushing yet another reconsideration.  In the United States, meanwhile, a stable economy over several years and the prospect of budget surpluses at federal and state levels has created political pressure in some circles to look for funding options that provide benefits to middle- as well as low-income families.  The need for Mexico to adjust its economy in the late 1980s and again in 1994 and 1995 led to major cutbacks in social programs of all sorts.  And, as economic difficulties began to decline, falling oil prices in 1998, combined with uncertainties created by the slumping Asian economies and the necessity of a banking bailout, have also produced pressures and, again, some cuts.


If programs are to be targeted, what should be (is) the basis for selection?   Consider the following possible criteria:

a.
Age.  ECEC resources may be directed toward prenatal, peri-natal, infant, toddler, or pre-school age periods.  Health programs in the United States and Mexico have tended to target earlier ages (0 to 2) while education programs have focussed their resources on  programs for preschoolers (3 to 5 or 6).  Childcare programs may run the gamut from birth to age 6.  A decision to target by age carries with it important implications for costs and financing; for instance, a policy that stresses institutional care for children under 3 will usually imply higher costs per child and a greater need for resources than a policy stressing educational programs for preschoolers, ages 4 and 5.   This may be an additional reason why the public provision of childcare programs for children under 3 is usually low, or why such programs in Mexico currently favor expansion through provision of parental education rather than through provision of childcare in centers.

b.
Family income.  Targeting by family income has become a central criterion used in many ECEC programs to delimit and limit participation. The income cut-off is usually related to a particular national or sub-national definition of what constitutes “poverty” and may be set at the poverty level or at a specific level above poverty (e.g., families whose earnings are not greater than 150% of the level defining poverty).  The assumption is that families with higher incomes will have the necessary resources to apply to care and education, that they will see the benefit from doing so, and that the state, therefore, can leave the matter to the family.  A family income criterion is a main criterion for targeting in many US programs.  Although as indicated above, some Swedish programs are universal, a “basic amount” is used to graduate benefits in some Swedish programs (here we see a difference between insuring some sort of minimum income for all and labeling some people as “poor”).  Family income is one of several variables considered in Mexico when targeting programs.

c.
Employment.   Several kinds of targeting related to employment status have developed. In some cases, ECEC resources are restricted to children of those who are formally employed.  As indicated above, a large percentage of workers are ineligible for childcare in Mexico because they work in the informal sector.  In the United States, children of unemployed parents became a program target under the assumption that they most need the assistance, with program benefits linked to efforts to retrain or to find new employment.  Still another form of employment-related targeting occurs because benefits are restricted to particular kinds of jobs – in the government, or in military service, for instance.  In Mexico, separate social security organizations exist for government employees and for non-government employees, with different rules for financing pertaining to each.

d.
The condition of children. Here we refer to programs targeted in most cases to young children with problems such as disability, delayed development, malnutrition or poor health.  Both Sweden and United States have major programs providing funds for attention to young disabled children; Mexico does not.

e.
The structure of families.  As single parenthood has increased, the practice of targeting resources for the children of single mothers has increased.  This criterion has taken on particular importance in the United States and is also used as a criterion in Sweden, but not in Mexico.

f.
Membership in a particular social group.  For example, special programs exist targeted to gypsies in Europe or to American Indians in the United States or to indigenous groups in Mexico.



Targeting represents one way of adjusting to real or to perceived governmental financial limits.  The strategy may be justified in terms of a greater economic return to investment in the particular group chosen.  But more often, the justification for targeting is made in terms of a social equity rationale.



Perhaps paradoxically, targeting may serve as a strategy for extending ECEC financing because it may permit financing to flow from sources that would not otherwise be willing to use their resources for ECEC.  For example, special budget allocations for ECEC abound in parts of governmental budgets that are targeted to special groups and are different from allocations to ECEC provided from the general budget or even from earmarked general allocations to ECEC such as block grants.  By defining special groups, it may also be possible also to tap private philanthropic or business contributions for the betterment of these groups – contributions that would not otherwise be available.  Thus, even while limiting the population, the process of targeting may extend the potential pool of funds for ECEC.  It also makes counting the investment in ECEC very complicated.

This brief discussion of targeting has at least two implications for he discussion of financing:

1.  The most obvious is that the more inclusive a program, the greater the cost and the greater the need to find adequate funding to cover the cost, putting greater pressure on budgets.  One response to such pressure is targeting, particularly in difficult economic times.  However, targeting may also serve as a “convenient” strategy for those unconvinced of ECEC value to put limits on the resources made available for ECEC instead of for another kind of investment.

2.
Less obvious: targeting, while supposedly limiting who is eligible for support can also provide the basis for capturing funds for ECEC from a variety of sources, both private and public, thereby increasing the total amount of funding available in some settings.  This is especially the case if the level of general funding for ECEC is relatively low.  This point will be taken up again below.

What should be (is being) paid for?
The components that are included in any ECEC program will depend in part on whether the program in question is defined primarily in terms of custodial care or education or as an integrated child development program, in which case one should expect a more complete and inclusive set of components.  What is being paid for will also depend on how central the perceived effects are of ECEC programs on such outcomes as work, family stability and fertility.  For instance, whereas the provision of allowances in Sweden has been, in part, the product of a pro-natalist policy, the desire to reduce population in Mexico means that paying child allowances is not perceived as appropriate.

What is paid for also depends on decisions about the particular approaches and models considered most appropriate for providing quality ECEC in particular settings.  These include answers to such questions as:

-
Should care and education for young children be provided primarily in the home by parents (this seems to be the preference in the US and Mexico), by family daycare providers, or by experts in center-based arrangements outside the home (as in Sweden – for children after the first year)?  If the preference is for home-based programs, the costs and need for financing may be reduced from a governmental point of view, with the burden of financing falling on private families.  However, if the opportunity cost of keeping parents (mothers) out of the paid labor market to provide care at home is high (the case in Sweden, as contrasted with Mexico) this option may be more costly to the society (in terms of lost productivity of non-working mothers) than the cost of providing care in centers that permits mothers to work.  If family day care is to be an option, regulatory questions arise that can affect costs, affecting also both supply and demand. 

· Continuing to place emphasis on caregiving in the home by parents – the predominant form of child care though the ages -- raises two fundamental questions.  First, do families have the knowledge and capacity required to provide quality care in the rapidly changing contemporary world?  Sweden seems to answer that question by saying that, after the first year of life, properly trained childcare experts will do a better job of caring for a child during the day, between the ages of 1 and 6, than will parents.  Mexico continues to stress home care but recognizes the need for parents to have greater information about childrearing and is placing considerable emphasis on parental education programs.  The United States seems to be divided on the issue and to occupy an intermediate position.  Many families, and an important part of the political establishment in the United States, continue to prefer home care, question the value of center-based childcare, and hesitate to support the idea of government funding for a system of high quality care that would provide families with a choice, this despite the fact that about 60 percent of all mothers with children under 6 are in the labor force.  In the main, the US seems to want to continue to put its faith in parental abilities and to rely on tradition to keep mothers at home.  Yet it does not provide economic incentives to parents to remain at home during the first year or more of a child’s life, as in Sweden.


A second fundamental question related to supporting and encouraging care in the home has to do with whether or not families actually function as altruistic “welfare maximizing” units in which the better interests of each child will carry the same weight, and whether the interest of children carry the same weight as the interests of parents.  Often families do not act altruistically, raising a question of whether it would be better for benefits to go directly to children.

-  Should programs outside the home be partial- or full-day programs? This decision is closely related to whether or not the program emphasis is on care linked to work by parents or on children’s education or whether the two needs are brought together.  But the cost implications are enormous and must also weigh heavily in decisions. Again, the US and Mexico, with most ECEC programs functioning as half-day programs operating on the same schedule as the school system, contrast with Sweden where a high percentage of children 1 to 6 are in day care centers that function 12 hours a day, all year long.

-  What components are deemed essential in a program?  Costs of a program will vary considerably depending on whether an ECEC program is conceived as a strictly educational program that depends on pedagogical inputs or whether it is a holistic development program conceived as including the costs of providing food and health care as well as education and offering family support as well as direct attention to children.  Also affecting costs will be whether or not a program includes such components as special education, transportation, etc.

-  What standard of quality should be applied and should assurance of this standard be built in?   Although higher quality does not necessarily mean greater cost, there is a rough relationship, with higher costs implied by such standards of quality as reduced adult-child ratios, higher levels of training, more space, and additional materials.  In Sweden, for instance, all caregivers in centers must have been trained to a relatively high level.  In the United States, standards are set state by state and are sometimes very lax, allowing caregivers to function with minimal training or even none at all.  In Mexico, it is common for a trained pre-school teacher in public programs to be responsible for 30 or more children and a sizeable informal childcare sector exists in which caregivers are often untrained.

-  What "technology" is most appropriate?  How labor-intensive should programs be?  How highly-skilled should caregivers be?  These decisions are closely related to questions of quality through decisions about the adult-to-child ratio thought to produce the highest level of quality, and to certification and training issues captured in discussions about the use of professionals vs. para-professionals or the about the way in which different skill levels should be combined.  As indicated, both the United States and Mexico are much more likely than Sweden to employ individuals in childcare with relatively low levels of training or none at all.




These questions, crucial for determining levels of financing will not be treated further here but are discussed in greater detail in other papers being prepared as part of the OECD project.
  We turn now directly to financing.

II  Financing ECEC: Four Questions

1.
What is being spent to provide education and care during the early years to children and families within varying national contexts?


The answer to this question depends upon whether or not what is being spent is defined from the perspective of the society as a whole, or from the perspective of the government, the family, or particular organizations that might sponsor ECEC programs. It also depends on how broad or narrow the definition of ECEC being used.  In this paper, emphasis is on expenditures and financing strategies seen from a national perspective transcending government, and broad definitions of both ECEC and of what constitutes financing have been adopted.

Estimating Total ECEC Expenditures


At a national or system level, many would agree with Stoney and Greenberg (1996) when they say, “It is impossible to quantify the amount of public and private funding expended on childcare and early education each year.” (p. 84)  There is, first, a lack of agreement about what should be counted.   For instance, when determining parental contributions, some would argue, as is done in this paper, that the foregone earnings of parents who act as caregivers (or who take time to shuttle their children to and from programs instead of working) should be included; others restrict themselves to what parents actually pay in cash for ECEC services of one kind or another.  Quantifying is also difficult because the data base is weak.  Government funding for ECEC is often widely dispersed among many sections and agencies making it hard to add up all of what is spent for ECEC.  And, although many countries have income and expenditure surveys that would be useful for calculating family spending on ECEC, data on childcare expenditures is not always available from these surveys or is not is obtain.  Finally, in most places, little data exist describing the contributions to ECEC by private enterprises and even less are available describing and valuing the contributions of time and goods made through social organizations, community groups and non-profit organizations.


The above not withstanding, Stoney and Greenberg (ibid.) attempt to estimate the costs of ECEC in the United States in 1995 by adding up the value of the resources being provided for ECEC by the government, the private (business) sector, philanthropy, and parents.  To estimate parental contributions, available national household survey data was obtained which showed that 23.6 billion dollars was spent by families for ECEC.
   Federal and state government subsidies were estimated (in terms of foregone revenue from tax credits and deductions) to be approximately 3.7 billion dollars during 1995.  Federal expenditures on 7 programs, all or parts of which are used to support ECEC, were added in (Head Start, Child and Adult Care Food Programs, Child Care and Development Block Grants, Aid For Dependent Children, At Risk Child Care Program, Transitional Child Care, The Social Services Block Grant), and estimated at about 7 billion dollars during the fiscal year 1995.  A determination was made that these seven governmental programs represented about 80% of the total government effort so that the government program expenditure amounted to about 8.4 billion.  States were estimated to spend another 1.4 billion in matching funds and state initiatives.  When government expenditures on child care for its own employees and expenditures by local governments are added in, the total government expenditures approached 15 billion.  Contributions by the private sector and social and philanthropic organizations were deemed to be relatively small in relation to the family and governmental contributions.  In all, the estimate made of funds to purchase and subsidize childcare and early education in 1994 was set at about 40 billion dollars.


The rough procedure used by Stoney and Greenberg does not pretend to produce results that are 100% accurate.  It does, however, provide a reasonably sound basis for conclusions about relative contributions of resources by different actors (see below) and about the relative amount spent on ECEC as compared with other kinds of social expenditures.   For instance, the figures allow one to conclude that ECEC expenditures are relatively small relative to Gross Domestic Product (GDP), probably amounting to less than one percent. 


Yet another approach to estimating what is spent for child care and education in the United States was taken by Irwin Garfinkel (1996) who made estimates for 1992 of “the amounts of publicly sanctioned redistribution to families with children, some targeted explicitly on children, others for parents and children.” Adding together a long list of transfers,
 the total federal and state transfers identified as publicly sanctioned for families with children are estimated to be $594 billion dollars.   This amounted to 9.8% of GDP.  The estimate includes redistribution pertaining to children through secondary school, but Garfinkel  also makes an estimate of funds spent on childcare or early education which he calculates to be only about 6 billion of the 594 billion.  (The estimate seems to be considerably lower than that arrived at by Stoney and Greenberg for governmental support, probably reflecting a difference in the definition of what constitutes care and education).  If the 6 billion figure is accepted, the ECEC would amount to less than 0.1% of GDP.


We are dealing here with a moveable target.  If such estimates were to be made in 1998 for the United States, they could differ considerably from the foregoing; a major welfare reform in 1996 consolidated and reduced some federal assistance through targeted programs.
  At the same time, there seems to have been an important increase in the willingness of many states to commit their own revenues to childcare.  In addition, a plethora of programs have appeared intended to promote collaborative efforts and/or to provide private providers with incentives to expand or improve their service.


In Mexico, the entire programmable budget for the government for 1998 runs to about 72 billion dollars.  Looking at particular sub-divisions within that budget, the author has estimated (for this paper) that approximately 5% of the public education budget is spent on pre-schools and about 4% of the combined social security budgets are spent on childcare and on maternal benefits.  If the expenditure on child health is estimated at about 14% of the health budget (assuming optimistically that children under 6 receive funds proportional to their representation in the population), then care, education and health expenditures for children under 6 amounts to about three-fourths of a billion dollars which is a bit more than 1% of the total programmable budget .  The programmable budget in Mexico amounts to approximately 16% of the GDP.  Thus, even if the expenditures for early education and care within government programs are grossly underestimated by the author, the expenditure is not more than 1% of the GDP.   As will be seen below, in the presentation of different distribution strategies, Mexico lacks many of the instruments used elsewhere to obtain and distribute funds for ECEC. 


By comparison to the United States and Mexico, Sweden apparently spends a much larger amount of its funds on children.  According to the OECD publication, “Education at a Glance,” in 1993, Sweden was spending 8% of its GDP on support for children, as compared, for instance with 4% in the Netherlands.  However, the estimate includes expenditures of children over 5 years of age so it is not possible from these statistics to sort out expenditures for “early” childhood.

Per Unit Expenditures


Another way of getting at what is spent on ECEC is to calculate and report “per unit” expenditures, normally in terms of expenditures per child.  
Using a restricted definition of ECEC linked closely to education, the OECD, for instance, presents figures on unit costs per student in early childhood programs for 18 countries (OECD, Lifelong Learning).  The cost per child in the United States is placed at $3,000.  The range runs from just less than $2,000 in the United Kingdom, Switzerland, Ireland and Spain, to almost $7,500 in Norway, with Denmark, Finland and Sweden spending more than $6,000 per student.


Several other per-child calculations were found for ECEC in the United States.  Mitchell, Stoney and Dichter estimated that in 1993, a family with a preschool-aged child spent an average of about $4,100 per year for child care.  Kagan and Cohen (1997) conclude that, “When parent and government outlays for full-time care and education are combined, the total averages $3,000 to $5,000 per child per year...”  (35-50 hours/ week for 50-52 weeks). Schweinhart used data from a 1989 survey of 265 accredited, full-time programs to estimate that the annual cost per child amounted to $4660 (including $590 of in-kind donations). 


These per child calculations may be useful for projecting expenditures when planning for expanded coverage, for setting subsidy levels, and may even be useful when comparing relative levels of expenditure for different program approaches.  However, the fact that programs have different goals and components makes comparisons difficult, whether among programs within countries or across countries.  Moreover, some ECEC programs bring direct benefits to parents as well as children while others do not.  When ECEC programs also benefit parents, it might make more sense to calculate a “per-beneficiary” cost for comparison rather than a “per-child cost.”

Cost components


Another way to look at what is spent for ECEC is to look at spending for the different components that go into care and education.  These would include payment for the time of the caregivers and educators, the costs of facilities and materials, training costs, food, health care, etc.  Such calculations were not found at national levels.  However, because the highest cost component of ECEC is generally the labor cost (because early childhood care and education is a labor-intensive process), it is useful to dwell a moment on that component. 


Consider, how the cost of labor varies when care and education is provided in the home by parents as compared with provision outside the home in a center-based program by professionals or para-professionals.  
From the perspective of a governmental budget, parental time applied to care at home does not require a monetary outlay (and, taking a very narrow view, does not therefore carry a cost to the government)
.  If, however, we analyze labor costs from the standpoint of society as a whole, both the time used for care in the home and by others outside the home carry a cost. Although parental care is not remunerated, the value of the earnings foregone by caregivers will vary greatly with educational level, experience, and the possibility of job placement.  More educated and experienced individuals typically have a better chance of placement, and in higher paying jobs, and will therefore forego more earnings when they parent at home (therefore carrying a higher cost) than individuals with a lower education and less experience.  This means that it may be economically beneficial for women with a higher formal education to enter the labor force and pay someone to care for their children while this option is not a good one for women with little education.  In both of these cases, the source of financing lies with the family, but in the first, where resources come from payment to parents for work outside the home, it is monetized and gets counted as spending whereas in the case of childcare at home, the value of the contribution does not get counted.


When the labor cost of salaried workers in child care centers is compared with the labor cost of care at home as indexed by foregone earnings of parents, salaries of child care workers may turn out to be, on the average, higher than foregone earnings, particularly if the comparison is with homes where the education level of mothers is low.  However, if we think in terms of per child costs, the differing ratios of adults to children modifies the comparison.  A mother’s care may be much more intensive, involving one adult caring for one or two young children whereas a caregiver’s time in a center is usually divided among more children.  At the same time, when parents care for children at home they may be able to do other things as well, as contrasted with a paid caregiver in a center who dedicates full time to the job of providing care.  When  we take these considerations into account, it is not at all clear whether the per child social cost of care at home will be higher or lower to the society than the cost of providing child care outside the home.


Although concrete figures are not available, if we compare Mexico and Sweden with respect to costs of the caregiver component of ECEC, we find that:

1.
The general level of education in Sweden is considerably higher than in Mexico and job options in the paid formal sector in Sweden than in Mexico.  Therefore, the value of a mother’s time is considered to be higher in Sweden than in Mexico.

2. A greater proportion of the total costs of care and early education is probably financed by foregone earnings of women at home in Mexico than in Sweden, despite the higher value placed on mother’s time in Sweden because the salaries of ECEC workers are lower in Mexico (related to the general level of salaries, to differences in training and to alternative employment opportunities) and because a higher proportion of children are cared for at home.

3. The resource route in Sweden is:  Mother earns, pays taxes, has government benefits returned to her that pay for care in a center and pay for her own time through a leave program at the time of birth and during the first year.  The most common resource route in Mexico is:  Mother stays at home and cares for children providing her time and the home setting as the resources.

4.
In both Sweden and Mexico, salaries are the greatest component of ECEC programs.



What can be concluded from this brief discussion about what is being spent for ECEC?  

1. The task of estimating what is being spent is fraught with difficulties, making estimates very rough.

2.
Total spending on ECEC varies widely, but nowhere does it represent a very large proportion of Gross Domestic Product.

3.
It is important to include in estimates of spending the value of foregone earnings by parents caring for their children at home.  When this is done it is likely that families continue to provide most of the resources for early care and education, in even greater proportions when the family contribution is taken to be what they spend directly on child care and education.

2. Is what is spent enough?

  How does one judge a country's (or state's) ECEC funding effort?

“Affording” ECEC.  Although the availability of resources for ECEC will depend to some extent on the total pool of financial and human resources available in a society, it is difficult, currently, to make the argument that a government has no money to pay for (additional) ECEC or that such expenditure would be financially imprudent.  In most cases, the decision to use a given amount of resources from that pool for ECEC is one of assigning priorities; it is primarily a political and social decision, turning on the relative value assigned to ECEC as compared to many other possible uses of the same resources.   Similarly, within a family, the decision to allocate resources to childcare and education of one kind or another will depend on both the total resources the family commands and on their perceptions of the value of various ECEC options.


A growing number of studies have helped to make the case for investing heavily in early childhood education and care (ECEC).  Research evidence has accumulated showing that the early childhood period – when the brain develops most of its capacity, when we learn to walk and talk, when values begin to form, when we develop security and the basis for loving -- is crucial for all subsequent physical, mental, social, and emotional development.   Studies have shown that ECEC programs can result in productivity increases and cost savings to societies and that these social benefits are greater than those that accrue to private individuals or families. (Barnett 1998,  Myers, 1995)  This evidence has helped to open the door in some countries to consideration of funding for ECEC at a higher level than before but in others it has had little effect.  It is not our purpose to revisit these arguments in this paper, but it is important to realize that the level of acceptance of the value of investing in ECEC is a crucial factor influencing what governments and families think they can afford and therefore the level of financing of ECEC.


With the presumption that investment in ECEC is often a good investment, and supposing that it were possible to do a much more accurate and complete job of estimating the value of resources being applied to early childhood education and care, by governments and by society as a whole, how would one go about judging whether governments and families are making their best effort to invest?  What standards might be applied to judge the effort?  Is there some “optimum” level of investment?


Among the indicators that have been suggested to show how well a country is doing with respect to its commitment to ECEC are the following:

A.
Percent of  GDP.  
Frequently, comparisons are made across countries using the percentage of Gross Domestic Project accounted for by expenditures in a particular category.  The indicator provides a rough idea of the importance being given to that area relative to all expenditures.  For instance, the OECD provides figures for educational expenditures as a percentage of Gross Domestic Product. The calculation breaks out direct public expenditures on educational institutions, public subsidies to households and other private entities (scholarships, need-based aid, guaranteed or subsidized student loans, education-related tax breaks), and private payments to educational institutions.  According to this calculation, in 1994 Sweden spent 7.8% of its GDP on education, the U.S. 6.6%, France, 6.4%; Mexico 5.6%, the Netherlands 5.4%, and Turkey 3.5%.  But, as suggested above, calculations for investment in ECEC are more difficult to come by and the basis for calculating such expenditures has not been agreed upon.


B.  Percent of total public expenditure.  
Another way to judge, concentrating on the effort being  made by governments, is to ask what portion of total public expenditures are assigned to ECEC.  This may give somewhat different results from the GDP comparison because the contribution of public expenditures to GDP differs a great deal from place to place.  According to OECD figures for public expenditure on education as a percentage of total public expenditures (1994), Sweden spent 11.0%  (70% of GDP is public), the U.S. 13.6% (36% is public), Mexico 26.0% (18%), the Netherlands, 9.4% (56%), and Turkey 14.7% (23%).  From these figures, we see that Mexico is apparently making a relatively large commitment of its public budget to education.  This contrasts with the conclusion that would be drawn for Mexico if the focus is on a comparison to GDP.

C.
Percent of social expenditure.  Narrowing the comparison further, it would be possible to present figures for the relative amount of all social expenditures that are devoted to a particular component of social spending such as ECEC.  Here, if social spending is generally low, the amount of a particular category may seem to be high, but actually be inadequate to the task.

D.
Percent of sector budgets allocated to young children.   To judge how well different parts of a government are attending to ECEC, figures are sometimes calculated for the relative amount of the particular sector budgets being used to finance programs for children under the age of 6.  This particular indicator can be powerful when combined with information about program coverage  within that sector.  For instance, a recent calculation for Jamaica suggested that children in early education programs accounted for about 20 percent of all children enrolled in the public education system, the amount of the education budget being spent for these programs amounted to only 2 percent.
E.
Spending per child.  
According to OECD, the expenditure per student (in US dollars converted using Purchasing Power Parity) on public and private institutions for early childhood education is:  Sweden, $2,750, the U.S., (no data), Mexico, $1,190; The Netherlands, $2,840; and Turkey, $160.  These calculations may or may not include expenditures for early education that occurs in childcare centers.  Earlier, we cited data from OECD’s Lifelong learning report suggesting that Swedish spending amounted to double that of the United States.

F.
Percentage of family income spent for ECEC.  Another way of approaching the question is to broaden our view beyond governments to include, or even to focus on, the percentage of family income that is devoted to ECEC.   In the United states, for instance, it is estimated that middle-class families earning $36,000 per year spend 12 percent of household income on child care whereas families earning only $15,000 per year spend 25 percent (Congressional Record).   This indicator responds too concerns about the degree of social equity in a society.

Whatever indicator is used from among the above, the lurking question behind the indicator is always, “With respect to what standard do we judge whether or not a country is doing well?  How much of GDP or the public budget or social expenditures or education "should" be spent for ECCE?  Is more always better or does some ideal level exist after which the return to additional spending begins to drop, as standard economic principles suggest should be the case?  Should the leaders in investment be taken as the standard bearers?  Should the financing levels of Sweden or France, for instance, be taken as the standard to match because they spend at high levels?  Or are they “overspending”?  When is a family spending the share of its income it “should” to assure the maximum development of its children? 

In one response to this last question, policy reports have appeared in the United States and in Europe recommending limits on the amount of parental contributions for publicly-funded services that fall in the range of 10 to 15%.
  Sweden already places limits on the amount parents are supposed to contribute.  The United States and Mexico do not.

Two other standards have sometimes been set that try to go beyond simple description along a continuum of what is spent by a country or government and/or by families.  The first is to look at expenditures in relation to a regression line in which spending is regressed against GDP.  Deviation from the regression line would suggest whether countries are doing more or less than they “should”, given the level of resources available to them.  By this method, a country would be “overspending” if it was above the line and not up to standard if it fell below.  This would be a useful exercise if a definition of what constitutes ECEC could be agreed upon and if comparable data could be obtained, conditions that may be difficult to satisfy.

Another way to try and determine the optimal value of investment in ECEC for a country is to calculate cost-benefit ratios or rates of return to the various ECEC investments made by a country.  If the return is high, relative to other investments, then the country is under-investing.  To apply this standard, data must be available to calculate both costs and potential benefits, expressed in monetary terms.  Because of the severe problems involved in defining clearly and measuring the presumed benefits of ECEC, few such exercises have been carried out and those that have been done represent as much art as they do science.  Nevertheless, several efforts to make such calculations suggest that the rates of return can be very high indeed.  The results of the High/Scope Perry Preschool study in the United States suggest that the return to an investment in high quality early education is 7 times the cost (Schweinhart, 1993).  In such studies we run up against the difficulty not only of defining clearly the costs, but also the even more difficult task of specifying (and monetizing) benefits.  And, if the benefits are defined only in terms of immediate or long term benefits to children, they may be grossly underestimated.  For instance, a recent study in the Philippines has shown important potential returns to investment in ECEC resulting primarily from the increases in productivity from increases in women working outside the home (Alonso 1997).

*******


Taking yet another tack, it might be argued that as long as a country has major deficits in the access to services or in the condition of children, it is not doing an adequate job and should probably assign more resources to the task.  Access to programs and the condition of children might be measured by such indicators as:

A.  The percentage of different age groups participating in ECEC programs.

B.  The percent of existing services judged to be of quality.

C   The percentage of children growing up at risk of delayed development because their families are below the poverty line.

D.
The percent of children showing developmental delay at various ages.

E.
Infant or child mortality levels.

F.
The percent of children with various levels of malnutrition.


By several of these standards, the United States as well as Mexico would be judged as wanting; Sweden would fare well.  Indeed, the effects of income transfer policies of Sweden suggest that such policies seem to be effective in redistributing income vertically as well as horizontally, helping to bring about reductions in child poverty with benefits that are diversified and generous.  Kammerman (1996)


Finally, another set of standards might be applied that do not depend on average figures, but which go behind the averages to see what a country is doing with respect to the various income and social groups within its borders.   How is what is being spent distributed among the various groups in relation to their income, for instance?  What does the condition of children look like for the different groups?   One way of going about this has been to compare families in the upper fifth of the income distribution with those in the lower fifth.  For this comparison, household survey data would be required. 

3.  Where do resources come from?


Resources for early childhood education and care can come from governments, private enterprise, social organizations, and/or parents.  But where do the resources managed by each of these groups come from?  

A.  Governments: national, state, municipal, and combinations.


General Revenues.  Governments obtain their funds by taxing, by selling rights and licenses, by charging fees, by running government-owned businesses and sometimes through other activities such as lotteries. Both the levels of revenue generated and the relative amounts obtained from these different sources of revenue differ a great deal from country to country.  For instance, the power of a sales tax will depend to an important degree on the purchasing power of people in a country as well as upon the social and political willingness of people to accept certain levels of taxation.  Sweden has a general sales tax of 25%, Mexico has a 15% tax, and the United States has no general sales tax (at the national level but states and municipalities often do collect such a tax), preferring to tax particular items.  Differences also exist with respect to income and corporate taxes.  Again, Sweden has been able politically to legislate high income and corporate taxes, relative to Mexico or the United States.  Despite recent adjustments that moderated the marginal rates of taxation at the upper end of the income scale, Sweden continues to generate a relatively large proportion of its revenues from taxes.  The revenues of the Mexican government, on the other hand, depend to a great extent on the sale of oil (37.5% of the budget in 1997), making it vulnerable to price changes on international markets.


Most of the revenues received by governments are pooled in a general revenue fund and then allocated among the many possible uses, one of which may be for ECEC, through some sort of bargaining process.  A very broad spectrum of ECEC options exists for distributing these general revenues.  They may be used to set up government-run services, to subsidize private services or to pay parents, either to stay home and care for their children (as is done in Sweden for the first year of life) or to enable then to purchase services.


Distribution mechanisms may carry restrictions.  For instance, until recently, it was not possible in Sweden, for family daycare arrangements to obtain federal funds; now that is possible if standards are met.  On the other hand, the fact that each family in Sweden receives an unrestricted child allowance would allow those funds to be spent for any kind of care.  In the United States, restrictions vary from State to State, but the current tendency is to try and tie financing to use in licensed programs, whether that financing goes to parents (e.g., through voucher schemes that restrict choice to licensed arrangements), or to private enterprise (as tax deductions related to a company’s support for child care), or directly to providers.  In Mexico, very little government support is provided to parents to support private providers, but what is provided is essentially limited to authorized providers.


Funds may be collected and distributed at a federal level, collected nationally and then distributed to state and local governments according to some formula, or collected and used directly by state and/or local governments.   State and local governments have a major responsibility for administering ECEC programs in Sweden, Mexico and the United States.  In all three countries, state and local authorities have some revenue generating capacity, but this is very limited in Mexico as compared to the United States and Sweden.  In all three countries, the central government makes block grants to states and local authorities, but the extent to which these must be used for ECEC varies considerably.  In the United States, a specific Child Care and Development Block grant (which combines most childcare programs under a Child Care and Development Fund) provides funds to states.  However, states may also use funds from, for instance, a Community Development  Block Grant to finance certain aspects of ECEC programs.  Sweden recently shifted from a system of providing specific child care block grants to local authorities to a system of including child care within a broader social welfare block grant.  This has meant that child care has to compete at the local level with other welfare programs for the use of funds coming from the center. (Moss, 1996) 


Earmarked revenues.  Occasionally, government revenues are obtained from a particular source and are earmarked for ECEC, making a direct link between the origin of the funds and their use.  This may seem to give an advantage to ECEC because funds do not disappear into a general pool which has to be bargained for.  But earmarking can work either for or against obtaining resources for ECED because the existence of earmarked funds is undoubtedly taken into account as the bargaining process for allocating the general fund occurs.  It can be an excuse for not allocating general funds to ECEC.   The following are examples of earmarked funds for ECEC
:.

-  The states of Georgia and Florida in the United States have public education lotteries, and a part of these revenues is used to finance early education. 


-  Revenues from a government-run pawn shop in Mexico are earmarked for private institutions providing welfare assistance, among which is the provision of ECEC.

-  Massachusetts earmarks revenue from sales of special automobile license plates for children’s programs.

-  A special levy has been made on property in Seattle, Washington to fund family and education programs.

-  Revenues from a special sales tax in Aspen, Colorado are earmarked for affordable housing and childcare.

-  When individuals pay their personal income tax in Colorado, they can stipulate that they would like that tax or some part of it to be used for ECEC.

-  Fees have been charged to set up private child care or education businesses that are then used to support training of caregivers.


Foregone revenue.  Governments can also decide to forego tax revenues and use this device as a transfer mechanism.  This can be done so as to benefit families with children in a general way (for example a tax deduction related to housing) or can be done in a way that is tied more directly to children (e.g., a tax deduction or credit for each child).  This strategy is different from a strategy such as the provision of a child allowance because an allowance involves collecting and distributing funds (which carries a cost) whereas tax forgiveness does not.  Foregoing taxes can also be used to provide incentives to private enterprises to invest in ECEC. 

B.
Private Enterprise


In this category of resource providers, we consider two very different kinds of firms: those that are organized to provide ECEC services as a for-profit venture, and those that are in another line of business unrelated to ECEC but that use their earnings to provide child services or funds for child care.


1.  ECEC as a private, for-profit enterprise.  Proprietary childcare includes both family daycare and care/education in centers organized outside homes.  When such childcare services are organized for profit, the main source of funding is not the entrepreneur but is the parents who use and pay for the service.  If the users are subsidized by government funds specifically labeled for childcare use, then the financing really comes from the government.  Private providers may also benefit from direct government subsidies.


However, the ECCE entrepreneur may also contribute in the sense that she/he takes a financial risk.  Loans may be involved.


Although one would normally assume that childcare entrepreneurs would pay a fair wage and that financing does not (or should not) occur through foregone earnings of childcare workers in centers, this may not be the case.  Indeed, a common observation and complaint in the United States is that child care workers are underpaid,
 contributing to turnover; the low pay also suggests that the workers are actually contributing some part of their time to ECEC while they do work.


There seems to be a modest trend toward “privatizing” childcare and early education in the three countries studied.  In the United States, in addition to the large number of family day care arrangements and to the many relatively small private centers that exist, major childcare companies such as Kindercare which list their stock on the stock exchange have appeared during the last decade or more.  Kindercare does not receive government subsidies but is run strictly as a private business enterprise. In some settings, private centers are also eligible for support when establishing or up-grading a center.  
In Sweden, putting children in a private center has only been an option since the 1990s, but in this case, payment is made to the predominantly family day arrangements by the government.  Behind this move seems to be a response to parental desires for additional childcare models and options that do not correspond with the limited number of standard models provided in government programs.  
In Mexico, almost all of the expansion of childcare places within the social security system during 1998 and beyond are scheduled to occur through contracting private operators to establish “community” child care programs.
  These arrangements are estimated to cost the government about 70% of what government centers would cost because of savings on personnel costs (in community centers it is not necessary to adhere to the union pay scale and benefits and the government avoids the need to invest in facilities which are provided by the entrepreneur).


Privatizing allows a more diverse and direct response to variations in childcare and early education needs of parents.  Because it is the parents who are making the decisions and, in the main, using their resources to pay, the  process of privatizing induces a shift in financing from governments (even if the government provides some subsidy) to parents as sources of financing, even more than a shift in financing from governments to the private sector as implied by the label.


When resources are provided by private entrepreneurs responding to parental demand, the government can lose some control over standards, raising a question about the quality of services.  Behind this question is, once again, the question of whether or not parents have the knowledge and energy to monitor and demand quality in the centers.  If they do not, the “profit motive” can lead providers to cut corners in a way that lowers the quality of the service.  There is, then, an important monitoring and standard-setting role for governments even as a process of privatization occurs.


2. ECEC and the business community.  Important contributions to ECEC can be, and sometimes are, made by business enterprises that are not established specifically to operate an ECEC service.  In Sweden and Mexico, the main contribution of these businesses occurs through mandated contributions to social security, part of which is used directly to benefit children.  This amounts to an earmarked payroll tax.  Social security does not include childcare benefits in the United States.

Private sector contributions may also be made in the following ways:

-  Payment of general taxes on profits, a portion of which are used by government 

-  Mandated contributions to an assurance scheme linked to ECEC (e.g., Temporary Disability Insurance payments).

-  On-site provision of services for which there is no government subsidy (may be mandated for firms over a certain size or with a certain number of female employees).

-  Provision of direct subsidies to employees for use in childcare, as a company benefit.

-  Paid leave programs in which services are foregone (mandated through either social security or work laws).

-  In-kind donations of goods or services to ECEC programs run by others.


  -  Participation is Dependent Care Assistant Plans (a program option set up in the United States)


Businesses may pass on to consumers the costs of financing ECEC programs by raising prices.  To the extent this is so, it may be the consumer who is financing ECEC rather than business. 

C.
Social Organizations

In this category are non-profit non-governmental organizations such as philanthropies, churches, and various community organizations that take it upon themselves to run ECEC programs.
  In these cases the resources generated for ECEC may come from:

- Earnings from established portfolios of investments of philanthropies.

- Donations of facilities and materials (for instance, a church donates space that is idle during the week for operation of a day care program)

- Time of organization members.  This time may be donated by individuals or may be paid for by a non-profit organization.


In the United States, programs run by churches and community groups are widespread.  A study reported in 1995 (US Cost, Quality and Child Outcomes Study) found that donations – including goods, space, volunteer hours, and foregone wages of worker – account for more than one-fourth the full cost of care.   For instance, resources for ECEC have been provided through public solicitation of funds managed through the United Way.  Although philanthropy has provide resources for ECEC (Ford Foundation, for instance has helped some cities set up local funds to support day care), this has not been a major line of activity within the philanthropic community.  When foundation funds have been provided, they have tended to be used for research or small experimental programs, or, in the case of smaller family foundations, have concentrated on children with various kinds of special needs. 


In Mexico, a range of non-governmental organizations are also involved in child care and early education, but the extent of their contributions to ECEC by the social sector is not known.  Philanthropy in Mexico is not well developed, but the same comments made for the United States would hold for Mexico.  When funds are provided, the tendency is to link then to special needs (e.g., Down syndrome children or children with cerebral palsy or a handicap).


Because the government has taken it upon itself to provide ECEC services on a relatively large scale, programs run by social or community organizations appear to be less frequently found in Sweden than in the United States or Mexico.  This raises a question: “To what extent does the provision of public services undercut voluntary contributions and the principle of public service by citizen’s groups?”

D.  Parents

The resources provided by parents for ECEC may come from a choice to use their own earnings to pay for services or they may be “in kind” resources in the form of the goods and time they devote to childcare and education in the home.  As indicated earlier, time may be one of the most important, but uncounted, contributions to ECEC.

Governments can help to support parents as they contribute to ECEC through strategies that help to raise the general level of income, through the kinds of tax incentives linked to childcare that were mentioned above, and by legislating work leave policies.  A number of these options are presented in tables attached as an appendix to this document.


Earlier it was suggested that parents continue to be the most important source of ECEC resources within the larger picture of ECEC financing.  
Despite industrialization, urbanization, the entry of women into the paid labor force, changes in the structure and functioning of families, the spread of schooling, and the growth of childcare alternatives programs, it is probably fair to say that the main resources provided for ECEC in most if not all countries continue to be those provided by families participating in the direct care of their children.  In most cases, the bulk of the family contribution consists of the time that family members --mostly mothers, but also grandmothers, siblings, and fathers -- devote to all aspects of bringing up children. This resource is not purchased and because it is not formally valued in the market place it  remains outside standard national accounting systems.  Other resources provided in the home by families, including shelter, food, clothing, and materials to provide stimulation may or may not be purchased, so they may or may not enter calculations of what is being spent to provide ECEC.

E.
International organizations



In this case, resources tapped for ECEC come from outside a country, and may come from:

-  foreign governmental revenues provided through bi-lateral international aid programs or through multi-lateral organizations such as the World Bank or UNICEF;

-  the earnings of international businesses;

-  the portfolios of international foundations;

-  from private donations.


For Sweden and the United States, this category is not important in terms of receiving resources, but both serve as “donor” countries.   Mexico does receive resources from outside for ECEC.  In volume, the greatest source of resources among these is the World Bank which, however, provides resources primarily on a loan basis.  The fact that they are loans means that, over the long haul, the resources come from the government budgets of the country that takes out the loan.


The above listing has not included explicitly another source of resources for ECEC that deserves to be mentioned but does not fit nicely into the categories chosen.  The mass media have an important role to play in ECEC.  The media can and do provide programs for young children that can be creative and stimulating or can be stultifying and even harmful.  One often hears reference to the growing role of the television as a baby sitter.  At the same time, the media can educate and create awareness in parents and in the broader population.  In some cases, the media resources can be classified as private enterprise; in others they are government-run.


The foregoing says something about where resources come from and a bit about how they are distributed.    In Appendix 1, three tables are provided, one each for Sweden, the United States and Mexico, in which information about where funds come from is put together with strategies for transferring or distributing the resources.  
Four main categories of mechanisms have been used in setting out the tables: 1) transfers to families that are directly linked to children, 2) transfers to families that are more general but which should benefit children by increasing family disposable income; and 3) services provided that benefit children; and 4) incentives offered to attract  private or social resources to ECEC.  In the future, additional categories and sub-categories may be added.


From the tables, differences and some similarities appear across the three countries.  For instance:

· Sweden stands alone in its universal provision of child allowances.  In the Mexican case, such a policy would run counter to the current desire to reduce fertility.  In the United States, the universal provision of child allowances runs counter to the more targeted approach taken to ECEC.

· Tax incentives are more widely applied in the United States than in Sweden or Mexico

· The United States and Mexico lag Sweden in the provision of health benefits.

· The United States lags Mexico and Sweden in the provision of parental leave.

· Social security and welfare programs in Mexico and Sweden explicitly include child care, thereby mandating an employer contribution, but this is not done in the United States.   Thus, private enterprise (businesses that are not set up to offer an ECEC service) plays a more important role in ECEC in Sweden and Mexico than in the United States.

-    Targeting of resources on the poor is practiced more in Mexico and the United States than in Sweden.

· Only Mexico uses international funding to support ECEC programs.

IV   How is ECEC financing divided among various groups in society?


This topic has been anticipated in parts of previous sections of this paper.  


At a general level it is probably appropriate to make the following statements about the sharing of financial and resource responsibility for ECEC:

1. Parents and families continue to provide the main resources for ECEC.

2.  The share of government involvement is growing.

3.  The contribution of private businesses to ECEC remains relatively small and most of that contribution is mandated.  Incentives provided to businesses to invest have not been particularly effective.

4.  There is a growing tendency to “privatize” ECEC, but this tendency is not very advanced.

5.  There is, presently, a greater tendency for governments to look for partnerships in the provision of ECEC services.


What more can be said about the sharing of  ECEC financing in each country?


Mexico.  Resources for ECEC in Mexico continue to come primarily from the home without passing through the government.  The government provides relatively few resources to support early education and care outside the home, particularly for children below the age of 5, depending instead primarily on the unpaid labor of family caregivers.  Although half-day public pre-schools provide access to approximately 90% of the population of children age 5, coverage declines rapidly with age to no more than 10% for children age 3.  Full-day quality childcare is available to less than 5% of the population of children under age 4.  The government does not provide child allowances or tax benefits or benefits to the unemployed nor support childcare efforts tied to training or to seeking employment.   It has recently given priority to parental education programs for families with children under 4 years of age for which international funding has been obtained on a loan basis. The government does provide resources by contributing a portion to social security and by providing ECEC services to its own workers.


In general, the government share in providing resources for ECEC appears to be small, relative to that of families, but it is difficult to prove this point because of a lack of good figures about what families spend for ECEC.  Household survey data do provide some figures for family expenditures on education, but these are not broken out by the age of the child.


As one way of shedding light on the family contribution to ECEC, assume that only one-half the Mexican women between the ages of 20 and 40 care for a child under the age of 6 at home. If one were to value the time of these caregivers at the minimum wage, the resulting figure would be about 65 billion pesos per year. That figure, which does not take into account the sizeable monetary expenditures incurred by families in bringing up their children, would be more than 10 times the approximately 6 billion pesos (about evenly divided between education and childcare) that the government is currently budgeting for ECEC.


This estimate of foregone earnings associated with care in the home is illustrative and provocative, but is probably not very well grounded economically because there are few paid market alternatives for poorly educated Mexican women who, if they can find work, will work for less than minimum wage and in the informal sector, perhaps even combining work and childcare.  As educational levels continue to advance in the country, the level of foregone earnings will increase, probably helping to push more women into the labor force and placing additional pressure on the government to take a more forceful role in providing ECEC services. The estimating exercise would make sense if the principle were accepted that women have a right to work outside the home (as is done in Sweden) or have a right to choose and, choosing to stay home should be compensated (as is done to some degree in Sweden).  Neither of these values is established in Mexico.


Businesses in Mexico are mandated to contribute to social security, and in so doing contribute toward health insurance, maternal leave benefits and child care.  The child care portion of this contribution is relatively small.  Very few businesses in Mexico organize child care centers for their employees.


An unknown portion of ECEC services are being provided in some form of family day care or by private entrepreneurs, often local housewives or social workers who decide to go into business for themselves.  A program of family day care that was begun under the previous regime, funded by UNICEF and a voluntary organization of the wives of public officials, was not continued during the present period which began in 1994.  How many informal day care centers exist is not known.  Official statistics suggest that about 10% of  formal preschool services are private.  However, there exist as well, an unknown number of ECEC services that are not registered and operate totally outside the system, sometimes run by private entrepreneurs and sometimes the result of community organization.  A recent  case study in a marginal area of Mexico City (Myers and de San Jorge, in process) found that in a particular community of about 25,000, 30% of the children in ECEC programs were in non-governmental institutions.  Of these 17% were in unregistered centers and only 13% in registered centers.  In this same population, 60% of the children in ECEC centers were age 5 and most of the rest were age 4, with almost no center-based care for children under age 4.  These figures suggest that: 1) the government is playing a significant role in providing resources for the early education of children age 5;  2) the role of private entrepreneurs and the community is underestimated and 3) the care and education of children under 4 resides almost exclusively with families.


Philanthropy in Mexico is not highly developed.  As suggested earlier, when contributions are made they are usually for young children with special needs.


Finally, in Mexico, access to international funding plays a role in ECEC that is not present in either the United States or Sweden.


United States.  If one accepts the estimates of Stoney and Greenberg reported earlier, families in the United States are providing about 60% of all resources spent on ECEC.  This estimate does not, however, take into account unpaid time of caregivers.  In the United States case, this time should probably be valued at  more than a minimum wage because the level of education is generally higher than that in Mexico.  No attempt will be made here to estimate that contribution.  Kagan and Cohen tell us that government funding covers only one quarter of early childhood costs and that parents pay the rest.


The thrust of ECEC policy and the financing arrangements that support it in the United States continues to be toward placing the greatest resource responsibility on families.  Although important attempts are being made to involve the private business sector more directly in providing resources, by pointing to productivity gains that might be expected when parents are confident their children receive good care, as well as by providing tax incentives, the role of employers in providing resources is still minor.


Sweden.  The government takes a much greater responsibility for ECEC than in Mexico or the United States.  This is true for the first year of life during which a liberal policy of family subsidies is provided that allows a parent (or parents) to stay at home, but with resources provided through social security.  It is also true for subsequent years with extensive coverage provided in full-day, year-long childcare centers.  The financing of these center is shared from by the central government and local governments with some minor contributions also from parents.  Family day care has grown in recent years, but subsidized by the government.

III  Concluding Comments


At the outset of this paper, a number of “prior questions” were set out, answers to which it was suggested would influence the level and types of financing of ECEC.  Social policies and preferences about the populations to be served and about the location, organization, timing, and content of ECEC certainly have implications for financing.  However, we must recognize that the reverse is also true, that financing policies and mechanisms and limitations will have important influences on ECEC, perhaps influencing actual policy and implementation more than we care to admit.


For example:

1. the lower the level of available national resources, the lower the access to programs outside the home, the greater the reliance on care in the home and the greater the tendency to target programs, seek “cheap” models of ECEC (that may also be of lower quality), and emphasize education of parents rather than provide services (as seems to be the case at present in Mexico).

2. The lower the level of resources available in families to pay for child care, the greater the tendency to care for children at home or to make compromises with quality when looking for a solution to child care needs.

3. A liberal family (or maternal) leave policy helps assure care by parents (or mothers) in the home during the first months of life.

4. The use of vouchers and tax exemptions and child allowances can open up choice (between home and outside care and sometimes of the type of care sought), whereas financing government-run services will limit choice.

5. Funding mechanisms (block grants or voucher programs, or DAPs, or for instance) that require parents to use licensed centers, while intended to foster quality, may reduce the overall supply of child care options and preclude choice of family day care options functioning outside the system.  This may exclude lower income families from care, in situations of low public offerings, because family day care is more likely to charge lower fees that poor families can afford.

6. Thus, funding mechanisms may affect equity in access through mandating standards, but also by targeting and by placing income-related conditions on income transfers provided through allowances or exemptions.  These effects on equity can be either positive or negative depending on how progressive the measures are.

*****

Can one extract general conclusions from this overview?  Any such effort must be prefaced by a warning: caution must be exercised both when making comparisons across countries with respect to their possibilities for generating and using finances directed toward young children and their families and when trying to generalize.  Nevertheless, the following represents a preliminary attempt to present general impressions (if not conclusions) obtained in the course of writing this paper, some of which go beyond the information actually presented in the text.

1. The costs of putting together an effective program of quality ECEC can be high, testing political will, and requiring substantial budget commitments.  The governments of the United States and Mexico seem not to have arrived at the level of political will required to provide these higher budget commitments.  Nevertheless, the evidence suggests that levels of investment in ECEC are growing and do have an economic as well as social payoff.

2. In a sense, all attempts to increase resources available for ECEC programs require a reallocation of resources because any resources that are found have (or could have) alternative uses.  Thus, decisions about the level of financing to be provided for ECEC are influenced as much or more by political or personal values as they are by resource limitations.  Thus, an important part of generating resources is the creation of political and personal will which helps to define what is "affordable."

3. Child-conditioned income transfer policies seem to be effective in redistributing income vertically as well as horizontally, improving equity and helping to bring about reductions in child poverty when the benefits are diversified and generous. (Kammerman 1996).

4.
Systems of financing ECEC seem to be coming closer to each other. This is evident in attempts to combine universal and targeted approaches to distributing resources as both welfare state and market-oriented approaches seem to be moderating their ideological bases.  It is also evident in general trends toward:

-  decentralized responsibility and community financing (sometimes instituted without a clear notion of the potential or real effects of the strategy and without any attempt to assure that the programs empower rather than exploit communities and that these are not just an excuse to extract funds from the community without involving it in planning, operation and evaluation).

-  privatization of services and the search for greater involvement of the private sector in ECEC.  Although role of the private sector in financing ECEC programs is still small in most places, the search for additional ways of getting the private sector involved is leading to some useful and interesting new modes of financing as well as to insight into what kinds of incentives can be applied to involve businesses.

-  a tendency to recognize and develop "partnerships", sharing the responsibility for financing of ECEC programs rather than expecting one source to cover all or even to be always the major partner.

One wonders whether these tendencies reflect effects of globalization.

5.  The survival, development and education of young children seems still to be largely dependent on the resources provided by parents, despite government programs which seem to be on the increase.  In this light, there is a need to know more than we do about the actual expenditures of families for ECEC and to look more closely at the real effects of ECEC programs on helping parents (especially women) move into the labor force, obtain better paying jobs.  Conversely, we need to know more about the effectiveness of programs using resources to promote better care in the home.  We also need estimate of the foregone earnings of parents or other family members if we are to achieve a more accurate estimate of their total contribution to care.

6.  Successful processes for seeking additional financing for ECEC programs are often embedded in larger (or other) social concerns such as educational reform to prepare children better for school, welfare reform, demands for child care as a work benefit, judicial reform intended to reduce crime, and the human rights and women’s rights movements.  (Mitchell and Stoney) 

7.  The level of resources made available for ECEC is not directly related to quality.  More and more resources do not necessarily result in a program of quality.  On the other hand, it is difficult to have a program of quality without a firm and substantial financial base.   Many factors can interfere to prevent the translation of additional resources into effective use and improved results.

8.  Despite a number of interesting efforts to create integrated programs of ECEC (through the creation of new public entities or of coordinating councils at national or sub-national levels, progress toward coordinated systems of action and oversight has been slight.  This remains a challenge almost everywhere.  This has implications for the efficiency of use of resources because failure to coordinate efforts may mean that synergisms related to the process of child development are not taken advantage of and that there is also unnecessary overlap and confusion leading to higher administrative costs and poorer choices by users. 


From the foregoing, a number of issues emerge that will continue to worry academics and policymakers in the coming years.  These include:


The balance between government and private or civic responsibility for ECEC.


The search for monetary resources vs. support promoting in-kind contributions of goods and time.


The feasibility of discovering new resources for ECEC vs. attempts to reallocate existing budgets.


The conditions under which it is most appropriate to direct resources to parents as contrasted with direct provision for children.


The appropriate balance between universal and targeted programming.


The wisdom of using subsidies vs. reliance on tax incentive schemes.

The balance between choice and obligation.

How to maintain quality in large scale programs.


The search for an answer to “How much is enough?”
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Appendix 1


The tables presented in this appendix represent work in progress; they are illustrative rather than exhaustive.  They have been constructed on the basis of information currently available to the author.  In a few cases, I have not found information for a particular country that would let the appropriate category be fillled in.  An attempt has been made to cover a broad range of public options actually in use in one or more of the three countries for which information is presented.


Moreover, the information presented is at a point in time and policies are constantly changing.  The current discussions in the United States Congress, for instance, could result is significant changes in the kind and quantity of financing available for ECEC, resulting in major changes in Table 2.

TABLE 1. --PUBLIC PROGRAMS BENEFITING YOUNG CHILDREN IN MEXICO




	




2.  Cash subsidies for child re-lated costs (ed, health, food,...
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TABLE 2. PUBLIC PROGRAMS BENEFITING YOUNG CHILDREN

IN THE UNITED STATES




	







3.  Tax credit for children
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TABLE 3. --PUBLIC PROGRAMS BENEFITING YOUNG CHILDREN

SWEDEN
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� Such services might be classified as a sub-category within the category of  “center-based”.  Once a person takes more than three or four children into a home setting, the atmosphere changes and the home becomes a center;  the setting may be somewhat more informal and familiar, but the person in charge is no longer simply a parent providing homey loving care.  In theory, the “center” located within a home can be held up to all the same standards of evaluation as a center outside the home.  It should, for instance, have adequate play space and appropriate materials, the person in charge should be knowledgeable about child development, it should be well administered and include the capacity to respond to health emergencies, to provide food, to make referrals, etc.


� For a discussion of trade-offs within the family among children with different capacities, between children and parents, and between parents, see Barnett (1993) and Gustafsson and Stafford (1998). 





� These papers are:





� The survey data was for 1991 but was assumed to be more or less current in 1995 because no more recent data were at hand to show whether changes since then in the economic conditions or in government programs had led to increases or decreases in family spending.





� Cash payments (from social insurance and social security, unemployment insurance, workers compensation), services (education and health), tax expenditures (from various exemptions, deducations and credits), government-regulated and subsidized programs (third-party health care and private child support from non-residential fathers), and welfare benefits such as Aid for Dependent Children, Medicaid, Food Stamps, Foster Care and others).





� AFDC, Transitional Child Care, and At-Risk Child Care were consolidated under a new program called Temporary Assistance for Needy Families (TANF) designed to help move families off welfare and to work.  At least in theory, all childcare assistance was to be combined under in a new Child Care and Development Fund under which subsidized child care services are available to eligible families through certificates or contracts with providers.


.


� Even though this may mean that parents do not earn and therefore do not pay taxes at the same level, resulting in a reduction in revenue for the government. 





� For a good and interesting discussion of “affordability” see Bergmann (1996)





� Personal communication from Michelle Neuman, June 4, 1998.





� The examples from the United States are taken from Mitchell and Stoney (1997).


� In a recent presentation, Senator Christopher Dodd noted that, “Your car (in a parking lot) is more likely to have someone with a better salary watching over it than your child.”   (As reported in The News, Sunday, May 17, 1998)





� As might be expected, unions are protesting against the policy.





�In some classifications of financing sources, social organizations are incorprorated within the private (as distinguished from the public) sector.  This may be because the actual amounts contributed are relatively small.   It seems appropriate, however to sort also on whether or not a profit motive is involved.  Separate policies are directed toward providing incentives to profit and non-profit organizations to obtain funds for social purposes.
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