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Summary

A recent report released by the Badger Institute reviews the current early care and educa-
tion (ECE) landscape generally before turning to profile the childcare system in Wisconsin.
It presents data on trends in that state’s system and concludes that government regulations
have had the effects of limiting supply, decreasing parental choice in providers, and increas-
ing costs. The report recommends reducing regulation, consolidating state agencies, and
increasing parental control over use of government childcare subsidies. Although a case can
be made for reducing regulatory burden, the report’s findings and recommendations are not
supported by evidence and would in fact increase costs while placing children and benefits
to taxpayers at risk. The report should be applauded for continuing to spotlight the need for
quality childcare and education. But because of significant methodological flaws and omis-
sion of important literature, its recommendations should be treated with extreme caution,
if not avoided altogether.
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I. Introduction

Public investment in early care and education (ECE)! is warranted because of the benefits
that accrue to society, including increased maternal employment and earnings, improved
child well-being, learning, and development.? From an economic perspective, public funds
spent on ECE—especially when focused on the most disadvantaged children and families—
can yield a wide array of short- and long-term benefits. These include the direct and indirect
impacts of a larger and more productive workforce for both parents and children, respec-
tively.3

Yet it is far from guaranteed that public investments in ECE invariably lead to their po-
tential benefits because their impacts depend on context and the specifics of policies and
programs.4 Additionally, ECE operates in a complex system of informal and formal arrange-
ments governed and funded by multiple local, state, and federal agencies. The pandemic
has only further complicated the context in which ECE operates. For policymakers, these
factors present serious challenges in developing strategic policies that maximize return on
investment.

Dr. Angela Rachidi’s report, Off Track: An Assessment of Wisconsin’s Early Care and
Learning System for Young Children, seeks to address these issues. It claims to identify key
problems with Wisconsin’s public investments in ECE and recommends policy responses.®

II. Findings and Conclusions of the Report

Off Track begins with a broad review of research on the impacts of early care and education
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(ECE) on learning and development and concludes that “in order for publicly funded early
care and learning to work, it should target the least advantaged children and replicate as-
pects of successful programs.”® According to the report, the federal government has had a
mixed record in funding successful programs because those it has funded have been of lower
quality. Federal policymakers’ ultimate recognition of this problem—government subsidies
of poor quality programs—led to a bipartisan focus on raising quality when Congress reau-
thorized the Child Care Development Block Grant (CCDBG) in 2014.7 This resulted in new
regulations that shaped state childcare policy, including the development of quality rating
and improvement systems, or QRIS.®

However, regulations aimed to improve quality had unintended consequences. The report
claims that they were so overly burdensome and taxing that they caused lower-cost provid-
ers—primarily home-based providers—to go out of business to be replaced by higher cost,
larger centers or not at all.® As a result, the supply of affordable childcare available for dis-
advantaged children declined.

After reaching a general finding that regulation caused a host of problems, Off Track then
assesses Wisconsin’s ECE situation and the impact of quality regulations there. Not surpris-
ingly, it concludes that administrative complexity and state regulation since the 2012 intro-
duction of YoungStar (Wisconsin’s QRIS)* and 2014 CCDBG reauthorization dramatically
reduced the availability of childcare and the number of low-income children receiving child-
care subsidies in Wisconsin. It further concludes that regulations changed the composition
of childcare providers by causing a large shift from family homes to centers.

Based on its findings, the report makes five recommendations as follows:
1. Reduce the number of leadership bodies that oversee ECE, including Head Start."

2. Review YoungStar and other regulations for reductions to lower the burden on pro-
viders.

Invest in better data infrastructure and develop an outcomes measurement system to
evaluate “the effectiveness of the early care and learning system.”*?

Create a new Birth to 5 strategic plan that gives more authority to parents and provid-
ers to determine quality.

Redirect state childcare subsidies to parent-controlled “education savings accounts,”
and make these accounts available to all families for “tax-deferred” contributions that
could be used for recreation activities as well as ECE.3

IT1. The Report’s Rationale for Its Findings and Conclusions

This report draws its findings from reviews of general research on early care and education
(ECE) impacts, national and state data on childcare programs, and information in Wiscon-
sin’s strategic plan for ECE birth to age 5. It finds that the supply of ECE (including subsi-
dized childcare) has been “dramatically” reduced by overregulation, specifically YoungStar
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and complex ECE administration.' In essence, the brief offers data to suggest that the sup-
ply of affordable childcare for disadvantaged children in Wisconsin decreased when gov-
ernment quality control regulations intensified and, therefore, the latter was caused by the
former.

Because the brief finds that overregulation and government intervention caused the prob-
lems, it concludes less regulation and oversight will solve them. At its core, the report’s
findings and conclusions assume that with less government regulation, the free market will
self-correct the problems of supply and cost. Its five reccommendations generally rely on that
premise.

IV. The Report’s Use of Research Literature

The report’s use (or omission) of important literature in the field is problematic. For exam-
ple, its review of the literature on the “evidence base for early care and learning” is super-
ficial and omits studies that could have better informed its conclusions and recommenda-
tions. While it cites a few studies that support a conclusion that childcare subsidies lead to
worse developmental outcomes for children,® it overlooks those that lead to a more nuanced
view, including research on Quebec’s universal childcare policy. This research found higher
rates of inadequate quality in for-profit centers and home-based care (the types of settings
the report wants to expand) and suggested that low quality led to poor child outcomes.!®
Other rigorous studies explaining how outcomes vary with quality, child age, and hours of
childcare also were omitted. A recent international meta-analysis of the research reaches
consistent conclusions about quality.?”

Significantly, the report eschews important research about the impact of regulation on
quality. Indeed, its general claims that overregulation (specifically related to QRIS such as
YoungStar) reduced childcare supply are not rigorously documented or supported in the re-
search. Although literature has found that regulations can reduce supply sometimes, it also
has benefits. Moreover, aspects of regulation other than QRIS impact supply.® Research
indicates that the aspect of QRIS that Off Track specifically recommends eliminating can
lead to improved quality.*

The report also neglects studies of trends in supply and demand that directly counter the
claim that changes in policy caused the observed changes in supply.2® It is noteworthy that
the decline in home-based care predates the policy changes blamed in the report.

Finally, extant research suggests that parental choice explains some of the shift from home-
based childcare to center-based care. 22 This contradicts the report’s claim that parents were
forced to enroll their children in centers because home-based providers were forced out
by regulations. Put another way, an assumption in the report is that parents would prefer
home-based care, if given the choice. Yet, many parents prefer centers when given the op-
tion.>3
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V. Review of the Report’s Methods

The report suffers from fatal methodological flaws. To begin with, and importantly, it does
not adequately describe its methods. Indeed, it does not contain a methods section typically
found in high-quality reports. Without a methods section, the reader can only conclude that
there was no analysis beyond simple claims based on the data presented and assumptions
about free markets. Further, lack of a methodological approach leaves the report subject to
the claim that it was reverse engineered: that it started with its conclusion (that overregula-
tion limits supply of childcare opportunity) and then searched for evidence to support that
claim.

And, importantly, its central claim lacks any support. It states, without citation, at least 10
times that regulation “likely” has reduced childcare supply.2¢ A more thorough review and
detailed methods discussion would have provided information on the types of regulations
likely to have negative impacts and the magnitudes of those impacts, as well as on the ben-
efits from regulation.

At best, the report’s attribution of decreases in childcare providers, enrollment, and subsi-
dies to specific policies relies on temporal association. The report includes figures purport-
ing to show a decline in providers and children enrolled in early care and education (ECE)
over a time period that starts on or around the implementation years of federal and state
quality regulations, including YoungStar.2s

However, some trends began before the alleged causes, and the report did not investigate the
impacts of economic, demographic, and education program trends on childcare. To consid-
er but a few: The number of children under five in Wisconsin declined by 8.8 percent from
2010 to 2020,%¢ Wisconsin’s public pre-K program expanded dramatically, and the nation
experienced a historic decline in child poverty. These trends reduced the number of children
needing childcare and the percentage eligible for subsidies. A more rigorous report would
have used a more valid approach with an identification strategy (such as difference-in-dif-
ferences or instrumental variables) and accounted for other potential impacts on demand
and supply while estimating the alleged policy effects, and documented that approach in a
methods section.

VI. Review of the Validity of the Findings and Conclusions

The validity of Off Track’s findings and recommendations is in serious question. Neither the
purported problems nor proffered solutions are supported by detailed, methodical analysis
or the research literature. As a preliminary matter, the report does not establish that the
shift toward centers and decline in the numbers of children in subsidized care are problems
in need of a solution. Wisconsin has not had a waiting list for subsidized childcare.?” And,
the report fails to even mention the identification of substantial fraud and its subsequent
reduction as a cause for declines in the numbers of children reported to receive subsidy and
state spending on subsidies.?®
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Because of the report’s failings with respect to methods and literature review, each of its
recommendations—discussed in turn below—cannot be considered valid.

The first recommendation—to reduce the agencies with early care and education (ECE)
oversight—ignores governance issues arising from the various state and federal agencies
having jurisdiction over ECE programs. ECE is offered by a mix of childcare providers, Head
Start, and local public schools, often in combination and using funds from multiple public
programs. Each has their own set of rules and regulations.

For instance, Head Start is under federal, not state, control.?° The state has no authority over
Head Start unless it is licensed as a childcare provider.3° Additionally, Wisconsin’s school
districts offer universal pre-K at age 4 and local control over public education in Wisconsin
limits the state role. Thus, simply moving oversight to one agency would not resolve com-
plicated governance issues. Furthermore, the report offers no evidence that a single state
agency could reduce bureaucratic hurdles, control cost, and expand supply.

Similarly, its recommendation to review and streamline quality regulations such as Young-
Star misses the mark because it neglects evidence that regulation benefits child safety and
development.3' The existing research suggests that, at best, there is uncertainty about the
potential downside of regulation. But the report’s recommendation ignores this and, thus,
obscures the trade-offs policymakers face by focusing on potential costs alone. In addition,
specific aspects of state administration claimed to impose costs and harm—the administra-
tive organization, 2014 reforms, and the QRIS—may have had little or no negative impacts
and are not plausibly related to the alleged problems, though subsidies likely supported
parental decisions to shift from home-based to center-based care.3?

To be sure, some regulations are unnecessarily burdensome—and those should be careful-
ly considered and streamlined.3? However, Off-Track uses too broad a brush that seeks to
eliminate the wrong regulations—those that focus on specific adult-child interactions and
child experiences that support effectiveness. These are important because families (on their
own) might find it difficult to assess the adult-child interactions linked to effectiveness,
and continuous improvement systems (such as those emphasized under current regulations
criticized) based on observation and feedback can produce desired outcomes.3* Moreover,
Wisconsin already has modified its YoungStar regulations to improve effectiveness, a point
obscured in the report.3s

While appealing on the surface, a recommendation to use outcome data for accountability
is impractical and ignores an array of problems that would be created. These include: high
costs, limitations of the available assessments for infants and toddlers, the small numbers of
children many providers serve, negative impacts on learning and teaching, corruption of the
assessment process, and difficulties disentangling effects when providers and families select
each other and when children enroll in more than one ECE provider at the same time.3°

Additionally, the recommendation to invest parents with the authority over determining
the quality of a center, because “responsiveness of caregivers and their relationships with
children” are intangibles better assessed by parents than by independent observation, is
specious. To be sure, parents certainly should have a great say in the quality of the care their
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child receives. But the idea that parents should make this assessment alone is contradicted
by research.3”

Finally, the recommended course of action to implement “education savings accounts” for
parents to direct spending is neither evidence-based nor practical and would lead to unin-
tended consequences. It would shift public funding from ECE programs that promote public
purposes to savings accounts used “to cover recreation activities” and available to “stay-at-
home parents.” These would promote neither children’s development nor increased employ-
ment.38

VII. Usefulness of the Report for Guidance
of Policy and Practice

The report should be credited for trying to draw policymakers’ attention to early care and ed-
ucation (ECE) policy improvement. But, unfortunately, its methodological flaws and lack of
attention to existing research leave the attending recommendations without any substantive
support. Policymakers should avoid implementing its recommendations. They would im-
pose unnecessary costs on the state and providers3® and could harm children.4° In addition,
the appeal to streamline regulations and bureaucracy may distract policymakers from devel-
oping policy responses whose effectiveness has been demonstrated. Policies worth consid-
ering might include paid parental leave and increased supply-side supports for high-quality
programs with strong continuous improvement systems.+
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