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The formal early care and education (ECE) industry in Los Angeles County encompasses a range
of service options designed to nurture, support, enrich and educate children from birth through age
12, outside of traditional K-12 education.

A previous economic impact report in 1999 demonstrated that ECE is a critical component for any
comprehensive plan for sustained economic development of Los Angeles County. This new report
aims to bridge the gap between current economic development planning and ECE by
demonstrating that ECE remains a critical component of Los Angeles County’s current and future
economy. Policymakers, business leaders, urban planners and a host of other community leaders
are already discussing ways to improve the economic vitality and quality of life for families in Los
Angeles County. Despite its importance in the county’s economy, ECE is often left out of these
discussions and plans. To complement the work of existing ECE stakeholders in Los Angeles
County (including school districts throughout the county; local workforce investment boards;
resource and referral networks; colleges and universities; Los Angeles Universal Preschool; First 5
LA, the County of Los Angeles, Child Care Planning Committee; parents; and members of the ECE
workforce), this report shows that nontraditional stakeholders have a vested interest in ensuring that
there is a high-quality and affordable ECE system in Los Angeles County.

This report uses the term “early care and education” throughout this report to reflect the variety of
education and care service options which parents typically access. These service options include
child care and child development programs and licensed home providers for children under age 12,
preschool programs, after-school, latchkey, and other out-of-school time programs.

The county’s ECE service options can be broken down into three main categories: licensed family
child care programs, licensed child care centers and license-exempt service options and providers.
Service options include licensed child care centers (e.g., infant/toddler, preschool and school-age
service options in private for-profit and non-profit licensed child care centers, including Head Start
programs), public Pre-K programs, and license-exempt before- and after-school service options for
children ages 6 to 12 (e.g., 21* Century and After School Education and Safety programs).These
service options vary widely in content, organization, sponsorship, source of funding, and
relationship to public school and government regulations. For a diagram depicting these programs,
please see Appendix A.

The definition of high-quality ECE varies. Establishing a single definition for high-quality ECE is not
a goal of this report. However, the report does highlight several studies of high-quality service
options (as defined by each study’s authors) that have yielded positive long-term outcomes and
have generated significantly higher economic benefits than their initial costs. Early care and
education literature generally focuses on three factors which can help determine program quality.
First is the quality of the teacher (e.g., experience, training and educational attainment), second is
the quality of the facility and third is the involvement of parents. Local ECE leaders note that the
quality of ECE in Los Angeles County varies, but voluntary efforts to assess the quality of ECE are
currently underway at the local level (see Section Five).

! National Economic Development and Law Center. (1999). Economic Impact of the Child Care Industry in Los Angeles
County.
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KEY FINDINGS FROM THIS ANALYSIS

This study captures the benefits and functions of the ECE industry in economic terms. The industry
has two main functions that link the industry to the economy.

1. High-quality ECE enables parents to maintain employment and/or access education and
training that lead to employment advancement. Today, the majority of children in Los
Angeles County live in families in which all parents work. Together, these working families
with children ages birth through 12 earn nearly $22.3 billion annually in the county.?

2. High-quality ECE also provides safe, stimulating age-appropriate learning opportunities that
support the healthy development of children so that they are ready to succeed in school and
life. For children from birth through age five, quality service options help them develop core
skills and competencies that prepare them for future success in traditional K-12 classrooms.
% For children ages 5 through 13, before- and after-school service options ensure children’s
safety while providing enriching educational activities that support the traditional school
curriculum.*

As a result of the demand for ECE services, the industry has become a part of the county’s
“economic infrastructure,” and as an economic driver, it provides financial benefits in three main
ways:

The early care and education industry serves two main purposes:

®  Provides stimulating, age-appropriate early learning opportunities that support
healthy development so that children are ready to succeed in K-12 classrooms

®  Enables parents to maintain employment and/or obtain education and training

1. Quality ECE service options ensure a strong future workforce. Recent research on
early brain development supports the conclusion that high-quality ECE for children from birth
through age five is a vital service, improving children’s health, school readiness and
eventual economic contribution to society.> The quality of early education opportunities is
linked to positive outcomes in school for children in all income brackets though most studies
have shown particularly striking findings in children from low-income families.® Three
separate longitudinal studies of targeted, intensive intervention service options for low-
income children have indicated significant and positive long-term outcomes in areas such as
grade repetition and special education needs, higher educational attainment and
home ownership in adulthood. Many of the outcomes reduce future public spending, in such
areas as K-12 education, criminal justice and welfare assistance, which results in a 12

% This number was developed by the Insight Center using data from the 2005 American Community Survey on children

and income.
% Shonkoff, J. and Phillips, D. Eds. (2000). From Neurons to Neighborhoods: The Science of Early Childhood

Development. Washington, D.C., National Academies Press.
* National Institute on Out-of-School Time. (2005). Making the Case: A Fact Sheet on Children and Youth in Out-of-
School Time. Center for Research on Women at Wellesley Centers for Women, Wellesley College, Wellesley, Mass.

® Shonkoff, J. and Phillips, D. Eds. (2000).
6 Coley, R. (2002). An Uneven Start. Educational Testing Service, Princeton, N.J. As cited in Kids Can't Wait to Learn:

Achieving Voluntary Preschool for All in California, Preschool California.
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percent rate of public return on investment.”

2. ECE s acritical support for the current workforce. The ECE industry plays a significant
role in enabling employers to attract and retain employees and to increase productivity by
reducing employee turnover and absenteeism. Similar to transportation and housing,
without accessible and affordable ECE, employees may experience barriers to working, and
their employers and the economy as a whole suffer.?

3. ECE is a major industry in the county in its own right. Research presented in this report
demonstrates that ECE service options generate an estimated $1.9 billion in gross receipts.
This compares to other significant industries in the county. It is also a job-creating industry,
employing over 65,000 full-time equivalent jobs.

As an “economic driver,” the early care and education industry:

®  Supports a strong future economy by preparing children to enter K-12 education
ready to learn the skills necessary to succeed in school and become productive
workers

®  Enables employers to attract and retain employees and increase their productivity

®  Provides a significant number of jobs and generates considerable revenue in its
own right

LOS ANGELES COUNTY’S EARLY CARE AND EDUCATION UNIVERSE

The economic analyses in this report (e.g., gross receipts and direct employment) focus on the
county’s formal ECE industry. The formal ECE industry includes business owners—many of whom
are women and/or people of color—who provide an important service to the community. The formal
service options that are included in this report include:

® Licensed child care centers
® |icensed family child care homes (large and small)

® License-exempt care providers who provide care with government funding (e.qg.,
relatives)

" |icense-exempt before- and after-school service options
All of the service options in the county’s formal ECE industry are either a) required by law to meet
minimum health and safety standards set by the state legislature and regulated by the California
Department of Social Services, through the Community Care Licensing Division, or b) legally
license-exempt. These formal service options also have data that are tracked and updated regularly
(see Appendix A).

" Rolnick, A. and Grunewald, R. (2003). Early Childhood Development: Economic Development with a High Public Return.
Fedgazette. Minneapolis, Minn., Federal Reserve Bank of Minneapolis. Analysis was based on the High/Scope Perry
Preschool Project in Michigan.

8 Chase, R. and Shelton, E. (2001). Child Care Use in Minnesota: Report of the 1999 Statewide Household Child Care
Survey. Wilder Research Center; Minneapolis. Almost 25 percent of parents with children from birth to age five
responded that problems with child care in the last 12 months prevented them from keeping or accepting the kind of job
they wanted.
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Licensed Child Care Centers

A variety of center-based ECE service options are licensed by the California Department of Social
Services, through the Community Care Licensing Division including:

®  Private for-profit and non-profit licensed child care centers
® Head Start and Early Head Start programs

®  Before- and after-school service options run by private providers in public school
facilities

® Faith-based programs
®  Employer-sponsored centers and back-up care
®  On-campus college early care and education centers

®  California Department of Education, Child Development Division-funded child
development programs, such as State Preschool

®  Service options located and/or funded by school districts

® | os Angeles Universal Preschool (LAUP) programs
Licensed Family Child Care Homes

Small family child care homes are independent small businesses that provide care for no more than
eight children at one time, while large family child care homes are those that can care for no more
than 14 children at one time. Family child care homes are licensed by the California Department of
Social Services, through the Community Care Licensing Division. Some family child care service
options operate Los Angeles Universal Preschool (LAUP) programs.

Subsidized Relative and In-Home Care Providers Receiving Vouchers

Relative and in-home care providers are those providers who are not required to be licensed,
but have been authorized to receive government payments through parent voucher payments.

License-Exempt Programs

While many license-exempt before- and after-school service options do not collect accurate funding
and usage data, three options for serving school-age children outside of the regular school day are
publicly-funded, and therefore their funding information can be captured. They are included in this

report:

= 21% Century programs
= After School Education and Safety service options (ASES)
= Beyond the Bell®

9 Beyond the Bell is a program of the Los Angeles Unified School District.
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ECE Providers and Service Options NOT INCLUDED in this Report

Care provided by friends, neighbors and relatives who do Unregulated care providers

not receive vouchers is not regulated in Los Angeles (e.g., care provided by friends,
County and therefore there is very little data on how many | neighbors and relatives who do
of these providers there are, how much they charge and not receive vouchers) are not
how many children they serve. Although these ECE included in this analysis
arrangements are widely used and also add much to the because very little data is
economy, it is difficult to ascertain their impact because of | available.

a lack of collected data.

Park and Recreation license-exempt before- and after-school programs, and some license-exempt
before- and after-school service options in public schools (not 21 Century, ASES and Beyond the
Bell) have been excluded because data aren’t available about their comprehensive economic
impacts. By excluding these types of ECE programs, this report’s findings are conservative
estimates of the total impact that ECE has on the economy.

OUTLINE OF THE REPORT

Following this introduction, Section Two explores the economic effects that ECE has on the current
economy by enabling parents to work and update their skills. Section Three analyzes the long-term
economic benefits that high-quality ECE service options create. Section Four highlights the direct
economic effects of the ECE industry, including revenue, direct employment and government
investment. Section Five analyzes barriers to maximizing the benefits of the ECE industry. Lastly,
Section Six considers future implications for Los Angeles County’s economy.
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This section describes the role that early care and education (ECE) plays in supporting the current
workforce and driving labor force productivity.

By creating opportunities for labor force participation and promoting career development, the ECE
industry plays a vital role in supporting Los Angeles County’s overall economy. Through its support
of the workforce, the ECE industry contributes to increased profitability among local businesses.
The availability of ECE promotes a healthy bottom line by driving productivity, by decreasing
turnover and absenteeism, and increasing the pool of potential new employees. This section
presents a variety of cost-effective ECE strategies for employers.

ECE SUPPORTS THE CURRENT WORKFORCE

The ECE industry plays an important role in supporting Los Angeles County’s existing labor force.
It:

® Sustains labor force participation of parents

® Promotes career development and educational advancement

Before exploring the ways in which the ECE industry is linked to the current workforce,
understanding the characteristics of the county’s workforce is key.*® Currently, the public sector
employs 16 percent of the county’s workforce, followed by professional and business services (14
percent); manufacturing (12 percent); and retail trade (10 percent; see Figure 1).** The health and
social services industry, which includes data about ECE, employs 9 percent of the county’s
workforce (see Figure 1).%

1% |ndustry employment data is based upon information from the California Employment Development Department. A brief
summary of each industry is summarized here. For more detailed definitions, please visit the California Employment
Development Department (http://www.labormarketinfo.edd.ca.gov/) or the North American Industry Classification System
website (http://www.census.gov/epcd/wwwi/naics.html). Construction includes industries such as residential and
nonresidential building construction and specialty contracting. Manufacturing includes creation of durable goods such as
computers and furniture, as well as nondurable goods such as food and apparel. Trade, Transportation and Utilities
includes air and ground transportation. Information includes publishing, motion picture and sound recording, radio and
television broadcasting, and internet service provision. Professional and Business services includes legal services,
accounting, and scientific research. Education and health services includes elementary and secondary schools as well as
colleges and universities. Health and Social Services includes hospitals, residential care facilities, and child day care
services. Leisure and Hospitality includes performing arts, and accommodation and food services. Finance includes
credit intermediation and insurance carriers. Other services includes repair and maintenance and religious organizations.
Government includes federal, state and local agencies.

1 california Employment Development Department. (2006a). Industry Employment and Labor Force—By Annual
Average, March 2005 Benchmark. Retrieved February 2, 2007 from http://www.labormarketinfo.edd.ca.gov/

12 california Employment Development Department. (2006a).
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Figure 1
Los Angeles County, Employment by Industry, 2005
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An estimated 4.7 million Los Angeles County residents participate in the labor force.*® In fact, Los
Angeles County workers account for more than one in four of California’s workers.** Between 1990
and 2005, Los Angeles County’s labor force grew by nearly 7 percent, adding more than 297,000
people.” By the year 2020, the number of Los Angeles County residents between the ages of 20
and 64 (the age group that makes up the majority of the labor force) is expected to be more than
6.4 million strong, an increase of 13 percent since 2000.%° In 2005, the county’s average annual
seasonally adjusted unemployment rate was 5.3 percent, similar to the statewide average of 5.4
percent.!” Although the manufacturing industry employs more than 470,000 people, it is clear that
Los Angeles County is still in the midst of an economic shift from a manufacturing economy to a
knowledge-based economy.'® Jobs in the manufacturing industry have decreased more than 23

3 u.s. Census Bureau. (2006). 2005 American Community Survey. Retrieved January 25, 2007 from
http://factfinder.census.gov. The labor force includes those who are employed and those seeking employment.

1 california Budget Project. (2006). Left Behind: Workers and Their Families in a Changing Los Angeles. Retrieved April
23, 2007 from http://lwww.cbp.org/pdfs/2006/0609_lareport.pdf

15 california Employment Development Department. (2006a).

16 state of California, Department of Finance. (2004). Population Projections by Race/Ethnicity, Gender and Age for
California and Its Counties 2000-2050. Retrieved February 2, 2007 from
http://www.dof.ca.gov/HTML/DEMOGRAP/ReportsPapers/Projections/P3/P3.asp

7 california Employment Development Department. (2006d). Unemployment Rates (Labor Force). Retrieved February 2,
2007 from http://www.labormarketinfo.edd.ca.gov

18 California Employment Development Department. (2006a).
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percent since 2000, representing a loss of more than 140,000 manufacturing jobs.'® Education
services (98,000 employees), health and social services (371,700 employees), and construction
(148,200 employees), have been among the county’s fastest growing industries, increasing more
than 10 percent per industry between 2000 and 2005.%°

A 2006 study by the California Budget Project (CBP) found that “workers tend to have lower wages,
families tend to have lower incomes, and residents have a higher rate of poverty in Los Angeles
than in the rest of the state.”” According to CBP, job growth in the county has lagged behind the
rest of the state, and the gap between the wages earned by Los Angeles County workers and
workers in the rest of the state has widened.?” In addition to shifting away from the county’s
traditional manufacturing base, the composition of the labor force has changed dramatically.?® A
2007 report by United Way of Greater Los Angeles found similar conclusions. Additionally, the
United Way of Greater Los Angeles found that Los Angeles County has the most undereducated
workforce in the country.?*

The Underground Economy

The fastest-growing segment of the Los
Angeles economy is its underground
economy.” According to the Economic
Roundtable, informal jobs in 2004 accounted
for 15 percent of all jobs in Los Angeles
County and 16 percent in the City of Los
Angeles, or approximately 679,000 informal
workers in the county and 303,800 informal
workers in the city.?> Employees in the underground economy are clustered in the following
industries: domestic labor, restaurants, construction, independent artists, landscaping and apparel
manufacturing.?’

Implications for Early Care and Education

Many industries in the underground economy
require workers during nontraditional hours;
therefore, these workers need ECE service
options during nontraditional hours.

ECE Sustains Labor Force Participation

Many children in Los Angeles County live in families where all parents work. In particular, an
overall average of nearly 51 percent of children (i.e., nearly 47 percent of infants, 50 percent of
toddlers, and 52 percent of school-age children) live in households where all parents participate in
the workforce (see Figure 2).% This data accounts for single parents who work, as well as dual
parent families where both parents participate in the labor force. However, this data does not
account for parents who are in school. A shortage of affordable and high-quality ECE
arrangements may inhibit labor force participation. Female labor force participation, an indicator of

19 california Employment Development Department. (2006a).

20 california Employment Development Department. (2006a).

2 California Budget Project. (2006).

22 California Budget Project. (2006).

2% california Budget Project. (2006).

4 United Way of Greater Los Angeles. (2007). Quality of Life in Los Angeles: 2007 State of the County Report. Retrieved
April 26, 2007 from http://www.unitedwayla.org

5 Flaming, D. et al. (2005). Hopeful Workers, Marginal Jobs: LA;s Off-The-Books Labor Force. Retrieved March 19, 2007
from http://www.economicrt.org/pub/hopeful_workers_marginal_jobs/hopeful_workers_marginal_jobs.pdf

% Flaming, D. et al. (2005).

%" Flaming, D. et al. (2005).

2 County of Los Angeles, Office of Child Care, within the Service Integration Branch of the Chief Administrative Office.
(2006). 2006 Child Care Needs Assessment Reporting Tool. Retrieved March 19, 2007 from
http://gismap.co.la.ca.us/childcare/

The Economic Impact of the Early Care and Education Industry in Los Angeles County, January 2008 Page 8



ECE need and accessibility, is on par with the statewide average. Approximately 56 percent of
women in Los Angeles County and the state of California participate in the labor force.?

FHgure 2
Percentage of Children with All Parents in the Workforce,
Los Angeles County, 2006
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Source: County of Los Angeles, Office of Child Care, Service Integration Branch, 2006

Working families make up a noticeable share of the total labor force at any one time. Approximately
15 percent of the labor force (or approximately 729,000 workers) live in households with children
under the age of thirteen and where all parents work.*® In total, these families earn nearly $22.3
billion annually in Los Angeles County.>

Not all families use formal ECE. Some may arrange work schedules so that one parent is home
with children. Others may place children in informal care arrangements. For example, nearly
300,000 grandparents in Los Angeles County live in the same households as their grandchildren,
and many help take care of their grandchildren.®* Furthermore, technology advances have enabled
more people to work from home, expanding ECE options for families, and approximately 4 percent
(over 168,000 individuals) of the labor force work from home in Los Angeles County.*® For parents
who must use ECE services, investing in the county’s ECE infrastructure gives these parents
affordable, high-quality options.

ECE and the Family Budget
ECE is a significant expense for families in most income brackets. In Los Angeles County, the

average annual cost for full-time, licensed, center-based ECE is $10,327 for an infant; $7,226 for a
preschooler; and $5,781 for a school age child (for a complete breakdown of ECE costs, see Table

% U.S. Census Bureau. (2006).

®This number was developed by the Insight Center using data from the 2005 American Community Survey on children,
income.

% This number was developed by the Insight Center using data from the 2005 American Community Survey on children,
income.

%2 U.S. Census Bureau. (2006).

¥ U.S. Census Bureau. (2005).
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1).** Full-time, unsubsidized ECE costs significantly more than undergraduate tuition at California
State University, Los Angeles ($3,773 for the 2007-2008 academic year).*® For a family earning the
county’s median income of $48,248 in 2005, ECE for one infant in a licensed child care center
accounts for more than 21 percent of the household expenses.*®

Table 1
Average Annual Unsubsidized Cost for Early Care and Education
Based on 2005 Market Rate Survey, Los Angeles County

: : Infants and Preschool Age School Age
Type of ECE Service Option Toddlers (0-2) (2-5) (5-12)
Licensed Child Care Center $10,327 $7,226 $5,781
Licensed Family Child Care Home $7,292 $6,776 $5,934

Source: California Department of Education, Child Development Division, 2005

While ECE is a considerable expense for all families, it is particularly difficult for low-income
families. In a study of long-term employment after welfare, researchers found that two factors
determined a working mother’s ability to sustain employment after leaving welfare: job quality and
the availability of ECE.®” Women with access to safe and affordable center-based ECE and with
access to quality jobs (positions with higher wages and affordable health insurance) were more
likely to be stably employed two years after leaving welfare.®®

Similar barriers to employment were found at the local level. A 2002 survey by the Economic
Roundtable sought to learn directly from working welfare parents and other poor families in Los
Angeles about the problems they face and the kinds of help they need to become self-sufficient.**
Researchers found that a lack of ECE access and affordability stood out as the most significant
barrier to employment for CalWORKS recipients; in fact, 44 percent of survey respondents stated a
lack of ECE during the day or night as a barrier to employment.”® According to the study, “...for all
mothers, regardless of whether they are in one- or two-parent households, whether or not they have
strong labor force connections, and whether or not they have any college education, lack of child
care is by far the most frequent barrier to employment.” Although ECE enables parents to access
further education or participate in the workforce, the availability of subsidized ECE is not sufficient
to meet the need. A 2003 study by the Economic Roundtable found that access to CalWORKs-
subsidized ECE is associated with earnings progress.*? The researchers also found, however, that

% california Department of Education. (2006d). Reimbursement Ceilings for Subsidized Child Care: Average Rate in This
County. Retrieved January 26, 2007 from http://www.cde.ca.gov/fg/aa/cd/ap/index.aspx

% california State University, Los Angeles. (2007). Schedule of Fees: 2007-2008. Retrieved August 13, 2007 from
http://catalog.calstatela.edu/NXT/gateway.dll?f=templates$fn=default.ntm$3.0$vid=calstate:current

% U.S. Census Bureau. (2006). Analysis based on a median household income of $48,248, with ECE expenses of
$10,327.

3" Boushey, H. (2004). Staying Employed After Welfare: Work Supports and Job Quality Vital to Employment Tenure and
Wage Growth. Retrieved August 30, 2006 from http://www.epinet.org/content.cfm/briefingpapers_bp128

% Boushey, H. (2004).

* Flaming, D. et al. (2002). Running Out of Time: Voices of Parents Struggling to Move from Welfare to Work. Retrieved
February 9, 2007 from www.economicrt.org

40 Flaming, D. et al. (2002).

4 Flaming, D. et al. (2002).

“2 Burns, P. et al. (2003). Prisoners of Hope: Welfare to Work in Los Angeles. Retrieved February 9, 2007 from
www.economicrt.org
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each month, approximately 30,000 welfare families in Los Angeles County receive ECE assistance,
but this represented as little as one in fourteen families that needed assistance.*?

An evaluation of Early Head Start (EHS), a child development program that serves low-income
infants and toddlers and their families, suggests that these service options have a significant impact
on improving the self-sufficiency of parents. Of EHS participants, 60 percent participated in
education or job training versus 51 percent of non-participants. Also, 87 percent of EHS parents
were employed at some time during the first 26 months compared to 83 percent of parents not
participating in EHS (unless randomly assigned).**

The Self-Sufficiency Standard measures the amount of income needed for a family to adequately
meet its needs without government assistance. In Los Angeles County, an adult with two young
children needs $46,670 to meet the family’s most basic needs (for more family types, please see
Appendix B). % Working full-time at minimum wage offers an annual salary of $14,040—less than
one-third of the self-sufficiency wage.*®

Los Angeles County residents are increasingly challenged by
the shrinking supply of affordable housing.”” As of December
2006, the median price of a home in Los Angeles County was
$522,000, compared to a statewide median price of
$474,000.% Although the number of housing sales fell in
2006, housing costs continue to rise, increasing nearly 6.5 percent since December 2005.* More
than half of first-time homebuyers in the United States can afford to purchase a local median-priced
home and 24 percent of California first-time buyers can afford to purchase a median-priced home,
but fewer 20 percent Los Angeles County first-time buyers can afford a median-priced home.*°

The high cost of housing leaves
families with less money for
early care and education costs.

According to the State of California, Department of Housing and Community Development, renters
face the greatest affordability challenges.®® More than half of Los Angeles County’s households are
renter households, and Fair Market Rent for a two-bedroom apartment was approximately $1,269 in
2006, compared to the statewide average of approximately $1,189 for a comparable unit.>* In fact,
fair market rents for a two-bedroom apartment in the county have increased nearly 60 percent since
2000.% Due to the high housing costs, the overall cost of living is increasingly cumbersome,
particularly on low-income families. In Los Angeles County, a full-time worker must earn $24.40 per

3 Burns, P. et al. (2003).

* Love, et al. (2004). Making a Difference in the Lives of Infants and Toddlers and Their Families: The Impacts of Early
Head Start, Volume: Final Technical Report. Washington, DC: U.S. Department of Health and Human Services, xvii.

“ pearce, D. (2003). The Self-Sufficiency Wage for California 2003. Retrieved January 22, 2007 from
http://www.sixstrategies.org/files/2003%20CA%20Full%20Report%20with%20Map. pdf

% California Child Care Resource & Referral Network. (2005). The 2005 California Child Care Portfolio. Retrieved January
25, 2007 from http://www.rrnetwork.org

4 According to the National Low Income Housing Coalition, affordable housing represents the generally accepted
standard of spending no more than 30% of one’s income on housing.

“8 DataQuick Information Systems. (2007). California December Home Sales. Retrieved January 25, 2007 from
http://www.dgnews.com and Haddad, A. (2007, January 16). Home Prices Climb in County. Los Angeles Times.

9 Haddad, A. (2007, January 16). Home Prices Climb in County. Los Angeles Times.

%0 california Association of Realtors. (2007). Housing Affordability at 24 Percent for First-Time Buyers in California. CAR
defines the affordability index as the percentage of households that can afford to purchase a median-priced home.

*1 State of California, Department of Housing and Community Development. (2006). California’s Deepening Housing
Crisis. Retrieved from www.hcd.ca.gov/hpd/hc021506.pdf

*2 National Low Income Housing Coalition. (2006) Out of Reach 2006. Retrieved January 22, 2007 from
http://www.nlihc.org/oor/oor2006/?CFID=7228480&CFTOKEN=66759624

*3 National Low Income Housing Coalition. (2006)
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hour ($50,760 annually) in order to afford a fair market rate, two-bedroom apartment, more than
triple the minimum wage.>*

ECE Promotes Career Development and Educational Advancement

A shortage of highly skilled and educated workers in Los Angeles County undermines the county’s
ability to attract new businesses with higher paying jobs and thus, impedes the county’s long-term
economic prosperity. Approximately 25 percent of county residents do not have high school
diplomas and fewer than 28 percent have college degrees.>® Statewide, approximately 20 percent
of residents lack high school diplomas, and approximately 30 percent have a bachelor’s degree or
higher.*® A strong ECE industry gives working parents the flexibility they need to broaden their
skills and encourage their participation in the labor force. A more educated and skilled workforce
builds economic prosperity by attracting employers that pay higher wages and offer greater
benefits. Challenged by factors including an under-skilled labor force, Los Angeles County
businesses are limited in their growth and are losing ground to high-skill and high-wage business

clusters in Orange and Ventura counties.” Los Angeles

County’s ability to foster entrepreneurial growth through Subsidized on-campus early care

development of the workforce is critical to future economic and education service options

growth.*® enable working parents to update
their skills.

Accessible ECE can enable parents seeking additional

training and education to attend courses. A more educated workforce benefits:
®  Parents through higher incomes

® Government through larger tax revenues, decreased parental reliance on government
programs and lower unemployment

®  Businesses through a more skilled workforce and increased productivity

Educational advancement for parents also enables them to earn higher incomes and reduces the
likelihood of their needing various forms of government support. In a national study investigating
higher education opportunities for individuals transitioning from welfare to work, researchers found
that 88 percent of welfare recipients who obtained four-year college degrees discontinued
participation in welfare after earning their degree.>

Higher education also decreases the likelihood of unemployment. Nationwide, while the average
annual unemployment rate was 5.1 percent in 2005, unemployment rates varied according to level
of education: those who did not graduate from high school (7.6 percent); those with high school

** National Low Income Housing Coalition. (2006). As of January 1, 2007, the state minimum wage increased to $7.50
Eser hour from $6.75 per hour.

U.S. Census Bureau. (2006).
* U.S. Census Bureau. (2006).
> Klowden, K. et al. (2005). Los Angeles Economy Project: Executive Summary and Recommendations. Retrieved
February 23, 2007 from http://www.laeconomyproject.com/laep_exec_summary.pdf
%8 Klowden, K. et al. (2005).
% Karier, T. (2003). Welfare Graduates: College and Financial Independence. Levy Economics Institute of Bard College,
as cited in Grassroots to Graduation: Low-income Women Accessing Higher Education. Boston: Wellesley College for
Research on Women and Women'’s Institute for Housing and Economic Development.
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diplomas (4.7 percent); those with some college or associate’s degrees (3.9 percent); and those
with bachelor’s degrees or higher (2.3 percent).®

In addition to private, nonprofit, and public sector programs that support family members who need
training and education, subsidized ECE on college and university campuses enables parents to
update their skills. Policies that enable parents (especially those with limited incomes) to pursue
higher education benefit the economy. Research demonstrates that student parents who use on-
campus ECE:

® Have higher grade point averages
®  Are more likely to remain in school and graduate in fewer years

® Have higher graduation rates than student parents who do not have access to affordable
and high-quality ECE service options®

Similarly, student parents indicate that the availability of ECE is critical to their decision to enroll in
college.®® Limited capacity in ECE service options offered during non-traditional hours prevents
parents from enrolling in classes or service options that are offered outside of the traditional
workday.

The Child Development Center at Los Angeles Valley College

A number of community colleges and universities in the county have on-campus ECE service
options. The Child Development Center at Los Angeles Valley College serves more than 100
preschool and school-age children, who are primarily the children of student parents. For student
parents attend classes in the evenings and may work during the day, the college offers services for
school age children during non-traditional hours. By providing convenient, affordable and high-
guality care, the college offer student parents the opportunity to accomplish their academic goals.
Without this service, many parents would not be able to attend classes (personal correspondence
with Terry Teplin, Director, March 6, 2007).

ECE DRIVES LABOR FORCE PRODUCTIVITY

Like other components of a strong economic infrastructure, the ECE industry supports businesses
by increasing employee productivity. The availability of affordable, accessible, quality ECE has
positive effects on businesses’ bottom lines.

Nationally and locally, businesses realize that they can increase their profitability by working to
ensure that high-quality ECE options exist for their employees. For individual businesses, ECE:

® Increases employee retention

0y.s. Department of Labor, Bureau of Labor Statistics. (2006). Household Data Annual Averages. Retrieved July 2006
from http://www.bls.gov

®1 The National Coalition for Campus Children’s Centers (1999). Impact of Campus-based Child Care on Academic
Success, Student Parents at SUNY Community Colleges, 1989 and Child Development Center Participant Analyses,
Bronx (New York City) Community College, 1994. As cited by The National Coalition for Campus Children’s Centers in
their policy brief: Campus Child Care Bill: Child Care Means Parents in School Act, S1151 and H.R. 3936.

62 National Coalition for Campus Children’s Center. (1999). Policy Brief entitled Campus Child Care Bill: Child Care
Access Means Parents in School Act, S1151 and H.R. 3936.
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®  Reduces absenteeism
®  Enhances recruitment of the most skilled workers

® Increases on-the-job productivity
ECE Increases Employee Retention

Particularly for companies that rely on highly skilled workers or staff with specialized training,
retaining existing staff is a priority. Employees with young children may consider discontinuing work
or moving to a more family-friendly company if they are not able to find suitable ECE solutions.
Those who feel supported in their new family roles or feel that their workplaces offer a balance
between work and home obligations are less likely to have unscheduled absences or leave their
jobs.®®* When employees do leave because of ECE problems or transfer to a company with better
ECE options, companies lose human capital and incur high turnover costs.

A national study of companies that offer on-site child care to their employees found that turnover
was nearly 50 percent lower for those who used the center when compared to other workers.®* The
survey also found that more than half of the center’s users had been with their company for more
than five years, and nearly half had been with their company for more than ten years.®®> Another
national survey found that 19 percent of employees at companies with ECE service options
indicated that they have turned down other job opportunities rather than lose work-site ECE.®®

While the number of employers offering ECE benefits as a means to attract and retain quality
employees grows, most employers miss out on this opportunity. In a survey of businesses by the
U.S. Chamber of Commerce, only 32 percent reported actively assisting “their employees in
addressing challenges such as child or dependent care, transportation or housing.”’ Another
survey of employees confirmed this disconnect between employers and employees. While caring
for dependents was one of the top six benefits employees desire, employers in a similar survey did
not find it essential.®®

A meta-analysis of 15 different turnover cost studies found that the average turnover costs for a full-
time employee earning $8 per hour are over $9,000, 56 percent of the annual wages for that
employee.®® For salaried employees, costs are at least 150 percent of the base salary, and
increase for higher-paid and more valued staff.”

Representing nearly 50,000 workers in Los Angeles County, SEIU Local 721 is the result of the
merger of seven separate unions. Members include county public employees (covered by a
contract negotiated under SEIU Local 660). Recognizing challenges with recruitment and retention,
union leaders negotiated changes to existing dependent care accounts (also known as flexible
spending accounts). Union leaders focused on dependent care accounts because single women

®3Blue Cross Blue Shield of Massachusetts. (2003). Blue Cross Blue Shield of Massachusetts Names One of the 100 Best
Companies for Working Mothers Nationwide. Retrieved from http://bcbsma.com.

o4 Bright Horizons Family Solutions. (2003). The Real Savings from Employer-sponsored Child Care: Investment Impact
Study Results. Boston, MA: Bright Horizons.

% Bright Horizons Family Solutions. (2003).

% Simmons College. (1997). Benefits of Work-Site Child Care as cited by Bright Horizons Family Solutions.

%7 U.S. Chamber of Commerce, Center for Workforce Preparation. (2001). Keeping Competitive: Hiring, Training, and
Retaining Qualified Workers.

%8 Merk. (1999). Using Benefits to Attract and Retain Employees. As cited on http://www.probenefits.com.

% sasha Corporation. (2003). Turnover Costs in 15 Different Studies. Retrieved from http://www.sashacorp.com.

0 Bliss, W. (1999). The Business Cost and Impact of Employee Turnover. Retrieved from http://blissassociates.com.
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with children and employees with aging parents made up a significant portion of union members,
and dependent care accounts provided maximum flexibility. With the support of its members, the
union was able to negotiate favorable terms with employers, so based on a sliding scale, the
County now make contributions to the dependent care accounts of many county employees.
County employers hope that these enhanced benefits will help them recruit and retain the most
qualified and dedicated workers (personal phone conversation with Lilian Coral, Research
Associate, April 26, 2007).

ECE Reduces Absenteeism

Nationally, unscheduled absenteeism in 2005 cost businesses an average of $660 per employee,
costing large employers up to $1 million per year.”* More than one-fifth of all unscheduled
absences are due to family issues, which include ECE breakdowns (see Figure 3). On-site ECE
and emergency back-up ECE are among the most effective work-life programs that reduce
unscheduled absenteeism.”

Figure 3
Reasons for Unscheduled Absences by Employees, 2005

Personal liness Family Issues
35% 21%
Personal
Str;ss Needs
12% [ — 0
Entitlement 18%

Mentality 14%

Source: CCH Incorporated, 2006.

Nationwide, approximately 16 percent of major employers offer sick or emergency back-up ECE to
reduce employee absenteeism.”® These programs have a significant return on investment. For
example, J.P. Morgan Chase found that operating a back-up child care center, as well as providing
employees with resource and referral consulting to help them find stable quality care, had an annual
savings of $800,000, a 112 percent return on the company’s investments in ECE benefits.”

" CccH Incorporated. (2005). 2005 CCH Unscheduled Absence Survey. Retrieved July 2006 from
http://www.cch.com/press/news/2005/200510121h.asp

2 CCH Incorporated. (2005).

3 Hewitt Associates. (2001). Hewitt Study Shows Work/Life Benefits Continue to Grow Despite Slowing Economy.
Retrieved from http://www.was.hewitt.com

" Bright Horizons Family Solutions. (2003b). Return on Investment. Presentation.
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ECE Enhances Recruitment

The accessibility of quality, affordable ECE, on site or in the community, is a strong recruitment tool
for businesses. A knowledge-based economy depends almost exclusively on skilled workers who
have numerous choices for where they want to live, and employers are beginning to realize how
they can address the quality of life. Family-friendly policies indicate a company’s commitment to
the well-being of potential new employees and their personal lives, and make the company more
attractive in a competitive workforce market. Particularly for highly specialized workers, company
values are critical to attracting the best of the labor pool, with or without young children.

Nurses are among the most difficult groups of healthcare workers to recruit and retain.”” These
challenges are due to work-related pressures, including extended work hours, dire staffing
shortages, and frequent overtime.” These challenges make it difficult for healthcare workers to find
ECE solutions that meet their needs. According to a study by Bright Horizons Family Solutions,
twenty-four percent of nurses have seriously considered leaving their jobs due to ECE issues, and
nurses with young children miss an average of 9 days per year due to a child’s illness, breakdowns
in ECE, or mismatches between ECE and work schedules.”’ Among health care centers that offer
on-site ECE, Bright Horizons Family Solutions found that voluntary turnover among child care
center users reduced by nearly 90 percent, offering more than $1 million in savings in replacement
costs alone.”

Childrens Hospital Los Angeles offers an on-site child
development center. The center’s programs are
designed to accommodate the busy schedules of staff
members, and parents are encouraged to attend the
center’s special events and lunchtime seminars.”

“Having an on-site facility makes
working at CHLA [Childrens
Hospital Los Angeles] a much more
attractive option for many parents.”

Dr. Anita Britt, Executive Director,

In addition to offering on-site services, Childrens Child Development Center, CHLA

Hospital Los Angeles encourages employees to
establish Dependent Care Reimbursement Accounts
(also commonly known as Flexible Spending Accounts), which allow employees to use pre-tax
dollars on dependent care expenses.?® The funds set aside in these accounts are exempt from
federal, state and social security taxes, so using the plans decreases the employer’s payroll taxes
and the employee’s taxable income. In addition to attracting employees with young children, these
accounts allow employers to offer ECE solutions without increasing salary expenses.

ECE Increases Productivity

Working parents who know their children are in high-quality care and education settings are better
able to focus on their jobs. Employees with inadequate ECE are more likely to be late for work,
absent or distracted than parents who are confident about their children’s ECE arrangements.®*

" Bright Horizons Family Solutions. (2003a). The Business Impact of Employer-Sponsored Child Care in Hospitals.
Retrieved September 2006 from http://www.brighthorizons.com/site/pages/Hospital%20Study.FINAL.pdf

% Bright Horizons Family Solutions. (2003a).

" Bright Horizons Family Solutions. (2003a).

'8 Bright Horizons Family Solutions. (2003a).

9 Children’s Hospital Los Angeles. (1998). Child Development Center at Childrens Hospital Los Angeles Wins National
Child-Care Award from Parents Magazine. Retrieved March 14, 2007 from http://www.childrenshospitalla.org

8 Childrens Hospital Los Angeles. (2007). Reimbursement Programs. Retrieved March 14, 2007 from
http://www.childrenshospital la.org

8 Brown, J. (2002). How Does High-quality Child Care Benefit Business and the Local Economy. Seattle: Economic
Policy Institute.
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Working parents often worry about their school-age children during the time period between the end
of the school day and when parents get home. This effect has been named Parental After-School
Stress (PASS). Parents with high levels of PASS are more likely to experience negative
productivity-related patterns than parents with low PASS, including job distractions, missed work,
making errors and missing meetings and deadlines. Parents are more at risk for PASS when their
children spend more time unsupervised after school and their jobs are less flexible.®

The Van Nuys Civic Center Child Development Program is the first Los Angeles County-supported
facility to be built from the ground up. Supported by the Superior Court and several county
departments (Children and Family Services, District Attorney, Probation, Public Defender, and
Public Social Services), the center serves approximately 70 children, ages six weeks to six years.
In addition to supporting the center’s operations, these county departments also established a
scholarship fund to ensure that services are accessible to a broad spectrum of families. Zev
Yaroslavsky, County of Los Angeles Supervisor representing the Third District, believes that this
project promotes school readiness among participating children; boosts the workplace productivity
of their parents; and supports the count’s commitment to service excellence.®

Business leaders throughout the state are realizing the tangible benefits of ECE. With a consortium
of other businesses, Gap Inc. offers on-site ECE at its San Francisco headquarters. In addition to
helping employees with young children address their ECE needs, on-site ECE has had a positive
rate of return for Gap Inc. As Bill Tompkins, V.P. of Gap Inc.’s Total Rewards highlights:

We have experienced quite positive returns on our investment in child care.
Turnover rates for employees who use our supported child care center are
significantly less than the rest of our employee population, which saves real
dollars and boosts productivity (phone conversation, May 2005).

Early Care and Education Options for Businesses of All Sizes

A national study by the Center for Work-Life Policy found that small business employers generally
offered work-life solutions (including ECE solutions) on an informal or case by case basis.** The
lack of formal policies led to confusion and turnover among employees as well as a lack of
understanding (among employers) about the cost savings and productivity gains that can be
achieved through simple strategies to balance work and life.®

In Los Angeles County, approximately one-half of employees work for companies that employ fewer
than 100 people.®® While many companies are challenged by the rising costs of fringe benefits,
small firms in particular struggle to provide benefits such as health care and ECE benefits.
However, there are cost-efficient ways that smaller employers can support the ECE needs of their
employees. Smaller businesses have access to a number of innovative strategies that rely on their

8 The Community, Families & Work Program. (2004). Parental After-School Stress Project.

8 (2004). Van Nuys Child Care Update. Retrieved March 21, 2007 from
http://cao.lacounty.gov/ccp/pdf/Van%20Nuys%20Newsletter%20-%20Dec.%202004.pdf

8 Center for Work Life Policy. (2006). Work Life Balance in Small Business. Retrieved September 5, 2006 from
http://www.worklifepolicy.org/documents/initiatives-smallbusiness.pdf

8 Center for Work Life Policy. (2006).

8 california Employment Development Department. (2005). Number of Employees by Size Category, Classified by
County for California, Third Quarter, 2005. Retrieved January 2007 from http://www.labormarketinfo.edd.ca.gov/
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ability to be flexible and help every employee solve his or her ECE issues individually.®” For
example, in a 2005 survey of employers, small employers (those with fewer than 100 employees),
were significantly more likely to offer a range of benefits related to improved work flexibility than
employers with more than 100 employees. For example, 66 percent of small employers allow
employees to return to work gradually after child birth, in comparison to just 49 percent of large
employers.®®

Family-Friendly Options for Employers®
®  On- or near-site ECE
®  Company-purchased spaces in local child care centers
®  Back-up ECE
® Employer-contracted ECE for mildly ill children
®  Dependent care financial assistance
®  Flextime, flexi-place, compressed work weeks, and job sharing
® Sick/personal leave to meet dependent care needs
®  Dependent care resource and referral agency partnerships
® Cafeteria-style benefit plan or a dependent care pre-tax account

® Educational events for employees around ECE and other work-life issues

Bank of America addresses the ECE needs of their employees by offering all employees flexible
spending accounts for ECE expenses as well as access to resource and referral services.
Additionally, Bank of America subsidizes income-eligible employees up to $175 per month per child
for ECE expenses.”

ECE benefits do not just benefit employees with children. Based on data compiled from more than
140,000 employees at various companies nationwide, 78 percent of workers feel their work
environment would improve if their co-workers’ ECE needs were addressed.™

According to Dr. Sandra Burud, co-author of the book, Leveraging the New Human Capital:
Adaptive Strategies, Results Achieved, and Stories of Transformation, the business environment
has undergone significant structural changes, including reliance upon “dual focus” workers who
manage work and significant personal responsibilities simultaneously.?? In this new era,

87 Susan Smith Hendrickson. (2006). Helping employees with child care isn't hopelessly expensive. San Francisco
Business Times.

% Bond, et al. (2005). National Study of Employers. Families and Work Institute.

8 United Way of the Bay Area and One Small Step. (2002). Choosing Care: An Employers Guide to Child Care Options.
% Bank of America. (2006). Retrieved from on November, 10, 2006 from
http://www.bankofamerica.com/careers/index.cfm?template=bw_w_programs

1 Burud, S. (2002). As cited by the United Way of the Bay Area and One Small Step in Choosing Care: An Employers’
Guide to Child Care Options.

92 Casey J. and Corday, K. (2005). Leveraging the New Human Capital: An Interview with Sandra Burud. The Network
News. Volume 7(12). Retrieved February 23, 2007 from
http://wfnetwork.bc.edu/The_Network_News/18/The_Network_News_Interview18.pdf
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customization, flexibility, and versatility in managing employees drive business success, “So, varied
work schedules, virtual work, and customized people practices bring better business results.”?

SECTION SUMMARY

Innovative ECE solutions not only meet the needs of working families, but they also support
productivity and profitability among businesses. Throughout Los Angeles County and the state of
California, employers of all sizes are implementing creative and cost-effective solutions for the ECE
needs of their employees. Their efforts are rewarded with a quality workforce and a healthier
bottom line. The next section explores how the ECE industry shapes the future workforce.

% Casey, J. and Corday, K. (2005).
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In addition to strengthening the current workforce, ECE is an essential component of the education
system that cultivates the future workforce and offers a significant public financial return.

Quality ECE lays the foundation for strong academic performance, social skills, and discipline—key
elements for continued success. Recent research points to significant gains to Los Angeles
County’s K-12 system by better preparing children to start school. Advocacy efforts have focused
around the critical importance of preschool in this effort.

Research by James Heckman, Nobel Laureate in Economics, confirms that a child’s early years
provide the foundation for a full range of human competencies including cognitive, linguistic, social
and emotional.®*

According to James Heckman, “Both the mastery of skills that are essential for economic success
and the development of their neural pathways follow hierarchical roles...such that later attainments
build on foundations that are laid down earlier;” in other words, as he puts it, “skill begets skill.”*®

Heckman'’s findings are further supported by Harry T. Chugani, Chief of Pediatric Neurology and
Development Pediatrics at Children’s Hospital of Michigan. Chugani found that at birth, only 25
percent of neural connections responsible for seeing, hearing, speech production and receptive
language are formed, but by the age of three, 90 percent of these connections are developed.®®
These findings indicate that quality ECE is a critical step in developing skills for successful adult
outcomes.*’

ECE PREPARES CHILDREN FOR SUCCESS IN SCHOOL AND BEYOND

In Los Angeles County, 28 percent of second grade students scored “below basic” or “far below
basic” on the California Standards Test in English-Language Arts, and 21 percent of second grade
students scored “below basic” or “far below basic” in mathematics.®® In addition, only 30 percent of
third grade students were reading at or above the national average.*® While no ECE program can
guarantee lifelong success for its participants, quality early care and education can increase
children’s ability to enter traditional K-12 schooling ready to continue learning, which better
prepares them for future opportunities.'® Decades of research have sought to understand the
effects of ECE on young children. A number of large surveys and long-term studies have

% Heckman, J. (2006). The Technology and Neuroscience of Skill Formation. PowerPoint presentation for the Invest in
Kids Working Group.

% Heckman, J. (2006).

% Madrid, O. (2006). Brain Network Forms Early, Research Says. The Arizona Republic.

" Heckman, J. (2006).

% Ccalifornia Department of Education. (2006b). California Standardized Testing and Reporting. Retrieved February 2,
2007 from http://star.cde.ca.gov

% United Way of Greater Los Angeles. (2007).

190 Brooks-Gunn, J. (2003). Do You Believe in Magic? What We Can Expect from Early Childhood Intervention Programs.
Social Policy Report. 17 (1).
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consistently found that high-quality ECE service options are beneficial to young children’s growth
and development, and contribute to their success later in life. These studies have also found that
quality ECE offers financial returns, surpassing the effects of traditional economic development
investments.

A national survey found that in comparison to peers in lower-quality care settings, young children
who attend higher-quality and more stable ECE service options had the following characteristics
through elementary school:

® Improved math and language ability
®  Enhanced cognitive and social skills

®  Fewer behavioral issues!®

The National Academy of Sciences brought together a committee of experts to synthesize research
on early childhood development. They agreed that “the effects of child care derive not from its use
or nonuse but from the quality of the experiences it provides to young children.”°* Schools and
universities receive public and private investments because their role in educating and better
preparing children for the future labor market is clear. While more research will enable a better
understanding of the long-term effects of high-quality ECE for all children, current findings indicate
that investments in early education have greater returns than educational investments in later life
because younger people have more time to generate returns on investments and because “skill
begets skill.”*%

The Committee for Economic Development (CED), a national nonpartisan research and policy
organization, made up of CEOs and University presidents, highlights the need for an inclusive
education system. They urged the nation:

...to view education as an investment, not an expense, and to develop a
comprehensive and coordinated strategy of human investment. Such a
strategy should redefine education as a process that begins at birth

and encompasses all aspects of children’s early development, including
their physical, social, emotional, and cognitive growth.***

Other business leaders also recognize the link between high-quality ECE and a strong future
economy. James E. Rohr, Chairman and CEO of PNC Financial Services Group, has spoken
widely about the return on investment from quality preschool, “The day-to-day reality of succeeding
in an increasingly competitive marketplace demands skilled and educated workers. Investing in the

101 Peisner-Feinberg, E. S. et al. (2001). The Relation of Preschool Child-Care Quality to Children’s Cognitive and Social

Development Trajectories through Second Grade. Child Development. 72 (5): 1534-1553. Quality was assessed in this
study using the following criteria: classroom quality measures using the Early Childhood Environment Rating Scale
(ECERS), teacher sensitivity using the Caregiver Interaction Scale (CIS), child-centered teaching style using Early
Childhood Observation Form (ECOF), teacher responsiveness using Adult Involvement Scale (AIS). In addition, teacher-
child relationship and child assessment measures were used.

192 shonkoff, J. and Phillips, D.A., Eds. (2000). From Neurons to Neighborhoods: The Science of Early Childhood
Development. Washington, D.C.: National Academies Press, 307.

193 Heckman, J.J. and Wildavsky, A.W. (1999). Policies to Foster Human Capital. Joint Center for Poverty Research
working paper. Chicago: Northwestern University/University of Chicago, 39.

194 committee for Economic Development. (2004). As cited from Exceptional Returns by the Economic Policy Institute.
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academic success of our children directly contributes to the overall economic health of our
H 1105
nation.

HIGH-QUALITY EARLY CARE AND EDUCATION’S SIGNIFICANT PUBLIC RETURN

While no long-term studies have specifically focused on the children of Los Angeles, there are three
long-term studies from other parts of the country that provide evidence of the potential long-term
benefits of quality ECE in Los Angeles.

Cost-benefit analyses of three long-term, high-quality early education intervention programs
indicate that there are significant future public savings when money is invested in high-quality ECE,
particularly for low-income children. In the three studies discussed below, common quality
elements include qualified staff comprised of teachers with specific training in early education, low
teacher turnover rates, and classrooms with low child-to-teacher ratios.**

In the Abecedarian Study, a group of low-income
children was randomly assigned to an early
intervention program that lasted from birth through
age four and a second group of participants was not
offered the program. The investigators found that
children who participated in the early intervention
program were, at age 21, significantly more likely to

Los Angeles Area Chamber of
be in a high-skilled job or in higher education (see Comme?rce
Figure 1).*%’

“In a city as diverse as Los
Angeles, quality preschool helps
level the playing field so that when
children enter kindergarten, they
are ready to learn.”

In 2006, the Los Angeles Area Chamber of Commerce endorsed Proposition 82, which would have
funded a program of voluntary, high-quality preschool for every four-year-old in California. Although
the proposition did not pass, the Chamber was clear in its support for ECE. In addition to
recognizing the importance of high-quality ECE for improving school readiness, the Chamber also
recognized the long term benefits of investments in ECE, “We can continue to pay the high costs of
remedial education, high school dropouts, and juvenile crime—or we can make an investment in
preventing those problems before they start.”*%

195 A quoted in Committee for Economic Development. (2006). The Economic Promise of Investing in High-Quality

Preschool. Retrieved April 2007 from http://www.ced.org/docs/report/report_prek_econpromise.pdf

196 \While experts differ on the precise definition of what constitutes “high-quality” early care and education programs, there
is general agreement that programs with these three elements qualify.

197 see The Frank Porter Graham Child Development Institute at the University of North Carolina at Chapel Hill, Early
Learning, Later Success: The Abecedarian Study. Available online at http://www.fpg.unc.edu/~abc/

108 ) os Angeles Area Chamber of Commerce. (2006). Yes on 82 P-12 for a Stronger California. Retrieved April 26, 2007
from http://www.wliinc2.com/cgi/foxweb.dll/wix/cs/wixenews?cc=LOSANG&action=DISPLISTDET&docid=225
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Figure 1
Outcomes of the Abecedarian Project,
at Age 21

80%

67% 65%

60%

40% H

20% -

0% A
In Skilled Job or  In Higher Education Employed
Higher Education

@ No Program m Quality Early Education

Source: The Frank Porter Graham Child Development Institute

In s study of Chicago Child-Parent Centers (CPCs), low-income children in a high-quality, child-
focused intervention program were less likely than their peers to drop out of high school, be in
special education, repeat a grade, or be arrested as juveniles.’® In particular, the Chicago CPC
study found that children who did not participate in the program were 70 percent more likely to be
arrested for a violent crime by the age of 18 than those children who did.**°

The High/Scope Perry Preschool Project compared adults at age 40 who received high-quality ECE
as young children with peers who did not. The study found that the group of adults who had
received early childhood education instruction earned more money, were more likely to have a
savings account, and were less likely to be repeat criminal offenders than their peers who were not
randomly assigned to the program as children. Cost-benefit analyses of these differences reveal
that the high-quality service options returned as much as $17 for every $1 spent in early
childhood.***

Economists have analyzed the overall costs and benefits of these three ECE programs, revealing
significant returns on investment in each program (see Table 1 for summary).**?

109 Reynolds, A.J. et al. (2001). Long-term effects of an early childhood intervention on educational achievement and

juvenile arrest—A 15-year follow-up of low-income children in public schools. Journal of American Medical Association.
285 (18): 2239-2346.

10 Fight Crime: Invest in Kids California. (2006). Paying the Price for the High Cost of Preschool in California. Retrieved
from http://www.fightcrime.org/ca

1 schweinwart, L.J. et al. (1993). Significant Benefits: The High/Scope Perry Preschool Study Through Age 27.
Monographs of the High/Scope Educational Research Foundation. Ypsilanti, MI: High/Scope Press, 10.

Reynolds, A.J. et al. (2006). Reynolds, A.J. and Temple, J.A. (2006). “Economic Returns of Investments in Preschool
Education.” A Vision for Universal Preschool Education; pp 37-68. The Chicago CPC and the Perry Preschool Project
were both half-day programs. The Abecedarian was a full-day project. Values are in constant dollars and based on a 3%
discount rate.
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Table 1
Summary of Costs and Benefits per Participant in 2002 Dollars for
Three Early Care and Education Programs

Ages of Number Average Total Cost of Lifetime
Children in of Years  Annual Program Per Benefit to
Program Childisin Cost Per Child Society Per
Program  Child Child
Chicago CPC Study 3 through 9 2 $4,856 $7,384 $74,981
Perry Preschool
Project 3and 4 2 $9,759 $15,844 $138,486
Abecedarian Project 0 through 4 5 $13,900 $35,864 $135,546

Source: Reynolds, A.J. and Temple, J.A., 2006."

ECE Increases School Readiness for Children at All Income Levels

These findings demonstrate the economic value of investing in quality ECE, especially for low-
income children. However, children in middle- and high-income families also experience academic
problems, including significant grade retention and high school dropout rates. Nationally, 12
percent of middle-income children are held back at some point during school, and 11 percent drop
out before graduating high school.* A third of middle-income children and a fourth of upper-
middle-income children lack “key pre-literacy skills” when they enter kindergarten.'*> These findings
provide evidence that high-quality early education service options may be cost-effective for children
across most income brackets. As economist W.S. Barnett noted, “If you were to get one-tenth the
public savings from high-quality preschool for middle-income children (as you do for low-income
children), high-quality preschool programs would still be cost effective.”®

In a recent rigorous evaluation of the Arkansas Better Chance Program (ABC), a state-funded
preschool program, researchers found that ABC has significantly increased school readiness
indicators, including early language, literacy and mathematical development.'’ These findings are
consistent with findings from rigorous evaluations of state-funded preschool service options in other
states, including New Jersey’s Abbott Preschool Program and Oklahoma'’s Early Childhood Four-
Year-Old Program. 18119

113 Children frequently did not attend the program for the intended number of years, so the total cost of program per child
did not equal the number of years in the program multiplied by the average annual cost of the program per child.

14 Coley, R. J. (2002). An Uneven Start. Princeton, New Jersey: Educational Testing Service. As cited in Kids Can’'t Wait
to Learn: Achieving Voluntary Preschool for All in California, Preschool California 2004.

115 Coley, R.J.

1% Barnett, W.S. (2004). Preschool-for-all Hearing, Sacramento, CA.

17 Hustedt, J.T. et al. (2007). The Effects of the Arkansas Better Chance Program on Young Children’s School
Readiness. Retrieved on February 15, 2007 from: http://nieer.org/resources/research/ ArkansasYearl.pdf.

18 | amy, C. et al. (2005). Giant Steps for the Littlest Children: Progress in the Sixth Year of the Abbott Preschool
Program. Year Three Initial Update, 2004-2005. Early Learning Improvement Consortium. Available at
http://www.nj.gov/njded/ece/abbott/giantsteps/.

19 Barnett, W.S. et al. (2005). The Effects of State Prekindergarten Programs on Young Children’s School Readiness in
Five States. Retrieved on February 20, 2007 from: http://nieer.org/resources/research/multistate/fullreport.pdf
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Other studies have noted a connection between a lack of school readiness and school dropout
rates. A study by Melissa Roderick of the University of Chicago found that repeating a grade
between kindergarten and sixth grade substantially increased the odds of dropping out of school
during middle school and high school.*® In one cohort of public school youths, nearly 80 percent of
students who repeated a grade dropped out of school, compared to only 27 percent of students
who had never repeated a grade.”” The Los Angeles Unified School District has struggled to find
ways to keep students in school. According to the Los Angeles Times, “Although the Los Angeles
Unified School District has ramped up its efforts to keep students in school...thousands are still
skipping class routinely...and students typically begin skipping school sporadically before dropping
out altogether.”#

High-Quality Early Care and Education for Los Angeles County’s Diverse Populations

Studies indicate that rates of enrollment and the quality of center-based ECE vary by ethnicity.*?®
Evidence suggests that increases in Latino and African-American enrollment in high-quality
preschool has the potential to decrease existing school readiness gaps.*** Additionally,
approximately 46 percent of kindergarten students in Los Angeles County public schools are
English language learners, compared to approximately 40 percent of kindergarten students
statewide.'” The vast majority of Los Angeles’s English language learners speak Spanish (89
percent), and many of the others speak Cantonese, Korean, and Armenian.**°

Continued success in school varies by race and ethnicity. Disparities in academic achievement
become clear in analyzing the 2006 results for the California High School Exit Exam. While 78
percent of white/non-Hispanic students passed the math portion of the exam, only 48 percent of
Hispanic/Latino students and 38 percent of African-American/Black students passed the math
section. *** Even if these students had fulfilled their course requirements, the inability to pass the
California High School Exit Exam prevented them from receiving their high school diplomas, further
challenging their future economic prospects. Evidence suggests that high-quality and culturally
appropriate ECE service options can help close the achievement gap.*?®

Returns on Public Investment
A study by economists at the Federal Reserve Bank in Minneapolis used the High/Scope Perry

Preschool Project findings to estimate the returns on public investment from reduced spending and
increased tax payments resulting from quality ECE. Quality early childhood development service

120 Roderick, M. (1994). Grade Retention and School Dropout: Investigating the Association. American Educational

Research Journal. 31(4): 729-759.
121 Roderick, M. (1994).
122 Landsberg, M. (2007). LAUSD Grapples with Dropout Rate. Retrieved March 20, 2007 from http://www.latimes. com
123 Magnuson, K.A. and J. Waldfogel. (2005). Early Childhood Care and Education: Effects on Ethnic and Racial Gaps in
School Readiness. Future of Children. 15(1): 169-196. Although African American children are more likely than white
children to attend preschool, they may experience lower-quality care. Latino children are less likely than whites to attend
?erschool. However, African American and Latino children are more likely than whites to attend Head Start.

Magnuson, K.A. and J. Waldfogel. (2005).
125 california Department of Education. (2006c). Number of English Language Learners by Language and County
Enroliment by Grade. Retrieved February 2, 2007 from http://datal.cde.ca.gov/dataquest
126 california Department of Education. (2006c).
127 california Department of Education. (2006a). California High School Exit Exam (CAHSEE) Results. Retrieved February
2, 2007 from http://cahsee.cde.ca.gov
128 The Woodrow Wilson School of Public and International Affairs at Princeton University and The Brookings Institution.
(2005). The Future of Children; School Readiness: Closing Racial and Ethnic Gaps. Vol. 15, No. 1.
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Figure 2
Return on a $1,000 investment,
High Scope/Perry Preschool Program
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options for low-income children generate a 16 percent rate of return on investment, 12 percent of
which is a public rate of return.'® Researchers found that, “Most of the numerous projects and
initiatives that state and local governments fund in the name of creating new private businesses and
new jobs result in few public benefits. In contrast, studies find that well-focused investments in
early childhood development yield high public as well as private returns.”* They demonstrate that
the High/Scope Perry Preschool Program’s 16 percent return on investment (when adjusted for

inflation) is considerably higher than the long-tern return on U.S. stocks, 7 percent (see Figure 2)."*

According to Ben Bernanke, Chairman of the Federal Reserve Board, “Althoug