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Preface

Faced with mounting evidence that California has fallen behind on
many key indicators of education performance, policymakers and
the public share considerable interest in exploring whether California
should expand public funding for preschool education. This expanded
funding will be most effective if resources can be directed to their most
efficient uses. Doing so requires an understanding of how resources are
currently allocated, what education objectives preschool education can
help achieve, and where preschool resources can be most effective.

To investigate these issues, the RAND Corporation has under-
taken a multicomponent study called the California Preschool Study
to examine the adequacy and efficiency of preschool education in
California. The overall study effort seeks to address four overarching
questions:

* What are the overall and cross-group achievement gaps for Cali-
fornia’s children in terms of the state’s kindergarten through third
grade (K-3) education standards, and what is the potential for
high-quality preschool programs to raise achievement?

* How adequate is the quality of preschool education that Califor-
nia children are receiving, and what proportion of families have
access to high-quality preschool that would be expected to pro-
duce the cognitive, social, and emotional benefits necessary to
help children achieve the state’s early-elementary standards?

* What efficiencies can be obtained in the current system of fund-
ing for early care and education (ECE) programs serving children
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one or two years before kindergarten entry in order to improve
K-3 education outcomes?

* What additional ECE policies or resources would be required to
ensure that all children in California are prepared to meet K-3
standards?

To address these questions, three interrelated studies have already
been completed that were designed to advance our knowledge base
regarding (1) gaps in school readiness and achievement in the early
grades among California children and the potential for high-quality
preschool programs to close existing gaps, (2) the use of ECE ser-
vices among California’s children and the quality of those experiences,
and (3) the system of publicly funded ECE programs in California in
the two years before kindergarten entry. The objective of this analy-
sis, which is the fourth and final study component, is to integrate the
results from the three focused studies, as well as relevant prior research,
to address the four broader issues related to preschool adequacy and
efficiency just listed.

This study component should be of interest to policymakers,
researchers, and educators who are interested in policy issues related to
the adequacy and efficiency of preschool education in California and
in other states.

Results for the other study components can be found in the
following:

e Jill S. Cannon and Lynn A. Karoly, Who Is Ahead and Who
Is Behind? Gaps in School Readiness and Student Achievement
in the Early Grades for California’s Children, Santa Monica,
Calif.: RAND Corporation, TR-537-PF/WKKF/PEW/
NIEER/WCJVSF/LAUP, 2007b

 Jill S. Cannon and Lynn A. Karoly, 7he Promise of Preschool
for Narrowing Readiness and Achievement Gaps Among Califor-
nia Children, Santa Monica, Calif.: RAND Corporation, RB-
9306-PF/WKKF/PEW/NIEER/WC]JVSF/LAUP, 2007a

* Lynn A. Karoly, Elaine Reardon, and Michelle Cho, Early
Care and Education in the Golden State: Publicly Funded Pro-


http://www.rand.org/pubs/technical_reports/TR537/
http://www.rand.org/pubs/research_briefs/RB9306/
http://www.rand.org/pubs/technical_reports/TR538/
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grams Serving California’s Preschool-Age Children, Santa Monica,
Calif.: RAND Corporation, TR-538-PF/WKKF/PEW/NIEER/
WCJVSF/LAUP, 2007a

e Lynn A. Karoly, Elaine Reardon, and Michelle Cho, Publicly
Funded Early Care and Education Programs for California Preschool-
Age Children, Santa Monica, Calif.: RAND Corporation, RB-
9307-PF/WKKF/PEW/NIEER/WCJVSEF/LAUP, 2007b

e Lynn A. Karoly, Bonnie Ghosh-Dastidar, Gail L. Zellman,
Michal Perlman, and Lynda Fernyhough, Prepared ro Learn: The
Nature and Quality of Early Care and Education for Preschool-Age
Children in California, Santa Monica, Calif.. RAND Corpora-
tion, TR-539-PF/WKKF/PEW/NIEER/WC]JVSF/LAUP, 2008a

* Lynn A. Karoly, Bonnie Ghosh-Dastidar, Gail L. Zellman,
Michal Perlman, and Lynda Fernyhough, Room for Improvement
in the Use of High-Quality Preschool Programs for California’s Chil-
dren, Santa Monica, Calif.: RAND Corporation, RB-9358-PF/
WKKF/PEW/NIEER/WCJVSF/LAUP, 2008b.

This project was requested by the California Governor’s Com-
mittee on Education Excellence, the California State Superintendent
of Public Instruction, the Speaker of the California State Assembly,
and the President pro Tempore of the California State Senate. Funding
was provided by the David and Lucile Packard Foundation, the W. K.
Kellogg Foundation, the Pew Charitable Trusts through the National
Institute for Early Education Research (NIEER), the W. Clement
and Jessie V. Stone Foundation, and Los Angeles Universal Preschool
(LAUP). The project has been guided by an advisory group of academic

researchers, policy experts, and practitioners.
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Summary

As California continues to debate reform of the K—12 education system,
there has been a growing recognition that preschool policy should be
an integral part of the policy discussions. Central to the debates about
preschool policy are issues of both adequacy and efficiency. By ade-
quacy, we mean that we are interested in whether current access to and
quality of preschool education in California are sufficient to ensure that
all children enter school ready to learn and meet California’s education
standards. By efficiency, we mean that we want to know whether exist-
ing resources are being used to achieve the maximum possible ben-
efit and how potential new resources could be used most effectively.
Within this context, this study, which is the culmination of a broader
research effort called the California Preschool Study, seeks to address
four questions:

* What are the overall and cross-group achievement gaps for Cali-
fornia’s children in terms of the state’s kindergarten through third
grade (K-3) education standards, and what is the potential for
high-quality preschool programs to raise achievement?

* How adequate is the quality of preschool education being received
by California children, and what proportion of families have access
to high-quality preschool that would be expected to produce the
cognitive, social, and emotional benefits necessary to help chil-
dren achieve the state’s early-elementary standards?

* What efficiencies can be obtained in the current system of fund-
ing for early care and education (ECE) programs serving children

XV



xvi Preschool Adequacy and Efficiency in California

one or two years before kindergarten entry in order to improve
K-3 education outcomes?

* What additional ECE policies or resources would be required to
ensure that all children in California are prepared to meet K-3
standards?

To address these questions, we draw on three interrelated studies
we have already completed that were designed to improve our under-
standing of (1) gaps in school readiness and achievement in the early
grades among California children and the potential for high-quality
preschool programs to close existing gaps, (2) the use of ECE services
among California’s children and the quality of those experiences, and
(3) the system of publicly funded ECE programs in California in the
two years before kindergarten entry.

In this summary of the fourth and final study component, we
integrate the results from the three previous studies, as well as relevant
prior research, to address the four broader issues related to preschool
adequacy and efficiency just listed. We first highlight evidence of short-
falls in both preschool adequacy and efficiency. We then review design
options for a preschool system and consider the merits of alternative
approaches. Finally, we make specific policy recommendations and dis-
cuss the broader implications of addressing preschool adequacy and
efficiency.

California Faces Shortfalls in Preschool Adequacy and
Efficiency

The cumulative body of evidence from our investigation of preschool
adequacy and efficiency has identified a number of shortcomings on
both fronts.

In terms of adequacy, key issues include the following:

* Atkindergarten entry, California children begin school with vary-
ing levels of readiness—measured by cognitive and noncognitive
skills that have been shown to be predictive of later school suc-
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cess. Socioeconomically disadvantaged children enter school with
lower levels of readiness than their more advantaged peers. By
second and third grades, these readiness gaps are manifested in
sizable achievement differences in statewide standardized tests for
English-language arts and mathematics by race-ethnicity, English-
language fluency, parental education, and economic status.

The current privately and publicly supported ECE system in Cali-
fornia is marked by sharp contrasts in participation rates between
more and less disadvantaged children and uneven delivery of qual-
ity services. Children with the largest gaps in school readiness and
achievement are the least likely to participate in any preschool
and the least likely to attend high-quality programs. Shortfalls in
quality, as measured against the benchmarks attained in effective
programs, are most evident for those measures strongly linked
with promoting school readiness, such as providing developmen-
tally appropriate learning supports. Other aspects of quality with
room for improvement are teacher education and training, use of
research-based curricula, and health and safety.

Although a body of rigorous research shows that disadvantaged
children can experience sizable benefits in both the shorter and
longer terms from a high-quality preschool experience, Califor-
nia’s system of publicly funded ECE programs targeted to lower-
income children is underfunded. At current funding levels, the
system is able to serve only about half of eligible three- and four-
year-olds.

In terms of efficiency, the critical issues are as follows:

Despite substantial public funding to support the California
Title 5 child development—oriented preschool programs in Cali-
fornia, the minimal regulation of some publicly subsidized provid-
ers that must only meet state licensing requirements (also known
as Alternative Payment [AP] providers) and the weak standards
on key program elements for the more highly regulated Title 5
programs does little to promote high-quality services in publicly
funded programs. Moreover, providers have no financial incen-
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tive, given the current reimbursement structure, to achieve higher
quality. Thus, there is little assurance that the dollars spent on
publicly subsidized preschool programs are supporting the maxi-
mum child development benefits.

Current mechanisms for allocating funding to providers, whether
through contracts, grants, or vouchers, make it difficult to spend
all funding allocated for a given program year, thereby further
diminishing the share of eligible children served.

The complexity of the current system of publicly subsidized ECE
programs makes it costly for providers to administer, challenging
for families to navigate, and difficult for policymakers and the
public to understand, evaluate, and improve.

An analysis of the data assembled on achievement gaps, rates of

preschool participation, and the effectiveness of well-designed pre-
school programs shows that preschool can be part of the solution for
raising achievement overall and narrowing achievement gaps between
groups of students. However, different policy approaches have different
implications for achievement gaps.

e If the goal is to raise student achievement in absolute terms for

Latinos and African Americans, without reference to test scores of
white students, then the largest absolute gain in test scores for Lati-
nos and African Americans is associated with raising preschool
participation and preschool quality for all groups of children—
a universal approach. The estimated gain ranges from one-fifth
to one-third of the size of the existing score gaps, depending on
assumptions.

The universal approach would also increase test scores for white
children. So, if the goal is to narrow the score gap between Lati-
nos and whites or African Americans and whites, the largest
relative gain in student achievement is associated with targeted
increases in preschool participation and quality for socioeconom-
ically disadvantaged children, a larger proportion of whom are
Latino or African American. With this targeted policy approach,
the estimates suggest that the racial-ethnic achievement-score
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gap could be narrowed by about 10 to 20 percent, depending on
assumptions.

However, our analysis indicates that there would be almost no
narrowing of absolute or relative achievement gaps from just raising
preschool participation for all groups without any change in preschool
quality. These results suggest that raising preschool quality is essential
if preschool is to be an effective policy lever for addressing achievement
gaps.

Thus, addressing shortfalls in preschool adequacy in California
means raising participation rates for more disadvantaged children
while also raising quality, particularly for those program features that
are linked to advances in school readiness. Remedying shortcomings in
preschool efficiency will require efforts to use existing resources more
effectively to support expanded access or quality improvements, as well
as putting any new resources toward the most-effective strategies for
promoting school readiness and subsequent education success.

At the same time, our analysis of preschool benefits and achieve-
ment gaps under alternative policy scenarios shows that greater pre-
school access or quality enhancements alone are not sufficient to com-
pletely narrow existing achievement gaps, such as those evident between
different racial-ethnic groups. Thus, we note in the last section of this
summary the need to make preschool policy part of a coordinated set
of strategies to foster success in K-12 education and beyond.

Options for Designing a Preschool System for California

If California could design a publicly funded preschool system from
first principles, it would likely be different from the system that has
evolved over time. Key design options for a publicly subsidized pre-
school system include (1) access (which children are eligible?), (2) deliv-
ery (which providers deliver services?), (3) quality (what ensures that ser-
vices are of high quality?), and (4) infrastructure (what supports ensure
an efficient system?). Theoretical considerations, as well as experiences
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and research-based evidence from other states, can provide guidance
regarding the merits of alternative approaches.

Access

In terms of access, four key design choices include universal versus
targeted availability, the targeting approach for programs that are
not universal, whether services are available for one year or two, and
mechanisms for prioritizing eligibility when even targeted programs
are underfunded.

* Universal Versus largeted: Policymakers must weight the trade-
offs between universal and targeted publicly funded preschool
programs. Issues of total program cost and displacement of pri-
vate spending—both clearly higher with a universal program—
tend to be arguments made in favor of a targeting approach.
Issues of lower administrative costs, greater targeting efficiency,
and higher participation rates with less stigma are often made to
support a universal approach. A universal approach may also pro-
duce greater political and public support for a program funded
at the level required to deliver high-quality services. The issue of
economic returns would likely favor a targeting approach if the
goal is achieving high returns per child served, whereas a goal of
maximizing total economic benefits may be achieved by moving
toward a universal program.

* The Targeting Approach: Person Based or Place Based: For targeted
programs, another consideration is whether targeting is person
based (e.g., based on family income) or place based (e.g., based
on the percentage of children in the community in poverty),
where the choice may depend on the size and geographic concen-
tration of the target population and the differential administra-
tive costs of the two approaches. The two approaches may also be
combined, although this typically means serving some children
who would not be eligible under person-based eligibility criteria
but are eligible because they live in communities targeted by the
place-based criteria.
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* One Year or Two: When resources are not sufficient to serve both
three- and four-year-olds in a universal program, other research
evidence suggests that it would be more efficient to serve the most
disadvantaged four-year-olds first. As more resources become
available, eligibility could be extended further for four-year-old
children, while program services are also made available to the
most disadvantaged three-year-olds. Eventually, as more resources
become available, the system may serve all four-year-olds and a
targeted group of three-year-olds or, with further expansion, all
three-year-olds as well.

* Prioritizing Eligibility in Underfunded Programs: When there are
insufficient funds to serve all eligible children, greater benefits
from the dollars spent may be obtained when eligibility is further
prioritized. This consideration suggests (1) serving children who
would benefit the most first before serving those who would bene-
fit less, (2) promoting placement in the same subsidized preschool
program for a given preschool year and across years for those par-
ticipating at ages three and four, and (3) implementing a rationing
process that is easy for parents to understand and providers and
other intermediaries to administer.

Delivery

In the delivery domain, most state systems fall into one of two standard
approaches: (1) delivery through public schools, in some cases with the
option that schools will subcontract out provision to other providers in
the community, and (2) delivery through a combination of public pro-
viders (i.e., schools) and other community-based organizations (CBOs)
(e.g., nonprofits; churches, synagogues, or other religious institutions;
private schools). Research evidence to date suggests that delivery of
high-quality preschool services can be attained with either approach,
and there is no evidence to suggest that public or private providers are
necessarily more effective. There may be differences in culture, capac-
ity, cost, and other factors that would favor using one delivery mode
over the other. For example, states that have opted to fund preschool
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programs through the existing school-funding formula have concen-
trated delivery through public school providers.

Quality
There are also multiple approaches for ensuring high quality in pub-
licly funded preschool programs. Ultimately, the goal is to combine
both structural program elements (e.g., the resources in a classroom)
and process program elements (e.g., how teachers and children interact
in the classroom) to produce the maximum child development ben-
efits for a given budget. In the absence of a formula to determine the
optimal combination, various strategies, usually in combination, are
in use by states to promote quality. These include licensing require-
ments or other program standards, independent accreditation, use of a
quality rating system (QRS) or quality rating and improvement system
(QRIS), making results of licensing outcomes or quality ratings public
and accessible, providing financial incentives to achieve higher quality,
and evaluating programs in terms of child development outcomes.
These approaches are designed to bridge the information asym-
metries that characterize the child-care and preschool markets (i.e.,
that parents as consumers do not have full information about program
quality when making their participation decisions), although each has
strengths and weaknesses. Research indicates that these approaches are
successful only to the extent that the quality information is current and
the quality inputs that are measured are those that matter for promot-
ing child development.

Infrastructure

A number of other design elements fall under the category of infra-
structure. These include governance, financing and fiscal planning,
information systems, learning standards and assessments, preschool
and K-12 linkages, facilities, workforce development, and communi-
cations with parents and the public. These are key features that under-
gird a preschool system in terms of supporting other elements of the
system, such as access, delivery, and quality, as well as system efficiency
and effectiveness. For these system features, there is a relative paucity of
research to suggest which approaches in any of these areas will be most
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effective. Rather, the approaches adopted in other states may provide
relevant models and evidence of the effectiveness of these alternative
models that other states may use to guide their own policy choices.

Recommendations for Advancing Preschool Adequacy
and Efficiency

Considering various design options for a preschool program in terms
of access, delivery, quality, and infrastructure, as well as research evi-
dence regarding the effectiveness of alternative approaches, we provide
a series of recommendations in support of the following policy goals
for California:

* Increase access, especially for underserved groups.

* Raise quality, either for underserved groups or across the
board, especially for those quality dimensions with the biggest
shortfalls.

* Advance toward a more eflicient and coordinated system.

* Provide appropriate infrastructure supports.

Some recommendations were viewed as appropriate in the short
run under the expectation that significant new resources would not
be available. For a medium-term horizon in which more resources are
devoted to preschool provision in California, we offer a series of recom-
mendations on how best to use those new resources. Table S.1 summa-
rizes the list of recommendations, grouped (and numbered) within the
access, delivery, quality, and infrastructure domains, where those that
require substantial new resources are noted. (More detailed suggestions
regarding implementation of these recommendations are provided in

Chapter Four.)

Improving the Efficiency of Existing Resources

The nine shorter-term recommendations in Table S.1 are designed to
use existing resources or modest resource increases (or reallocations
if efficiencies are achieved) to create a more efficient and coordinated
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Table S.1

Summary of Policy Recommendations by Domain

Domain

Recommendation

Description

Access

Delivery

Quality

Infrastructure

A1l

A22

A3?

D1

D2

Q1

Q2

Q32

Align the eligibility-determination process and
allocation of children to slots with the policy
objective of first serving children who can benefit
most.

As access to preschool is extended, prioritize
serving a larger share of currently eligible four-
year-olds and three-year-olds in poverty.

As access to preschool is extended to a larger
share of the population, consider combining
geographic targeting with income targeting.

Modify the contract mechanism for Title 5 and AP
programs to reduce the extent of unused funds
and other inefficiencies.

Implement a common reimbursement structure
within a system with mixed delivery and diverse
funding streams.

Increase the routine licensing inspection rate for
child-care centers and family child-care homes,
and make inspection reports publicly available on
the Internet.

Develop and pilot a QRIS and tiered
reimbursement system as part of the state’s
larger effort to create an Early Learning Quality
Improvement System.

Use a multipronged strategy—with an emphasis
on measurement and monitoring, financial
incentives and supports, and accountability—to
promote higher-quality preschool experiences in
subsidized programs.

Evaluate options for alternative governance
structures in terms of the agencies that regulate
and administer ECE programs, and change the
structure if greater efficiency and effectiveness
can be obtained.

Make greater use of the option to allocate Title |
funds for preschool programs.

Fund the implementation of the preschool
through higher education (P-16) longitudinal
data system envisioned under recent legislation
(California Senate Bill [SB] 1298).
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Table S.1—Continued

Domain Recommendation Description
Infrastructure, 14 Examine the adequacy and efficiency of the
continued workforce development system for the ECE

workforce, and make recommendations to align
with future preschool policies.

I15a Address workforce, facility, and other
infrastructure supports needed to provide high-
quality preschool for children currently eligible
and those who will be eligible under any future
expansion of eligibility.

SOURCE: Author’s analysis.
@ Recommendation requires substantial new resources.

preschool system with appropriate infrastructure supports. This would
be accomplished by doing the following:

* Modify the process of eligibility determination to ensure that
children who can benefit most are served first and that there is
stability in enrollment within a program year and across program
years for those who start at age three (recommendation Al).

* Reduce inefficiencies in contracting mechanisms by introducing
greater flexibility in how funds are allocated and reallocated and
possibly shifting from contracts that reimburse child-days served
to grants with minimum enrollment or attendance requirements
(recommendation D1).

e Standardize reimbursement structures (e.g., rate differentials by
ages of children served or hours of program services) across sub-
sidized ECE programs for preschool-age children, retaining ele-
ments in some parts of the system, such as reimbursement rates
that vary by geography to account for differences in the cost of
service provision (recommendation D2).

* Build a foundation for future quality improvements through an
increase in routine licensing inspections that produce readily
accessible, published reports and through the development and
testing of a QRIS and tiered reimbursement system (recommen-
dations Q1 and Q2, respectively).
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e Promote more-effective infrastructure support by assessing
options for alternative governance structures (e.g., which agen-
cies regulate and administer ECE programs), increasing the use
of Title I funds for preschool, funding the development and
use of P-16 longitudinal data systems, and assessing ways to
advance the structure of the workforce development system (rec-
ommendations I1, 12, I3, and 14, respectively).

Investing New Resources to Expand Access or Raise Quality

The remaining longer-term recommendations are designed to make
effective use of any significant new resources that are devoted to
expanding preschool access and raising quality. Given the trade-offs
inherent in a universal approach versus a targeting one, we have not
made a recommendation for one approach or the other. We have,
however, argued that, with only about 50 percent of currently eligible
lower-income children being served by publicly subsidized programs,
California could continue to expand enrollments under current eligi-
bility rules or even expand eligibility criteria and still serve children
who would be expected to generate a net positive benefit (i.e., benefits
to government or society that exceed program costs). Thus, we recom-
mend that new funds be used to do the following:

* Expand coverage to those who will benefit the most, which means
that an initial priority would be to serve a larger share of currently
eligible four-year-olds and three-year-olds with income below the
federal poverty line (recommendation A2).

* Implement place-based targeting combined with person-based
targeting as the size of the eligible population expands (recom-
mendation A3).

* Promote quality improvements, especially for program features
most important for child development, by implementing a multi-
pronged approach that includes quality measurement and moni-
toring, financial incentives and supports, and accountability
through evaluating child development outcomes (recommenda-

tion Q3).
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e Address the infrastructure supports needed to achieve higher
quality and expanded access, especially in such areas as workforce
development and facilities (recommendation I5).

As noted earlier, with most of the policy changes listed in Table S.1,
a period of piloting and evaluation is appropriate. Given the variation
across California counties that already exists in ECE implementation,
such as with the Power of Preschool (PoP) demonstration projects
and associated Preschool for All initiatives under way in several coun-
ties, California has natural laboratories for testing and evaluating new
approaches. If efforts are expanded to a larger scale, continued studies
can assess whether the desired outcomes are attained or whether fur-
ther refinements are needed.

The nine recommendations in Table S.1 that do not require a sig-
nificant infusion of new resources for implementation offer a strategic
approach for California to institute incremental reforms to the cur-
rent system of publicly funded ECE programs to deliver more services
with the same resources or to lay a foundation for expanding access
and raising quality in the future as new resources become available.
Although California is unlikely to devote significant new resources for
subsidized preschool programs in the near term, new resources will be
coming to the state through the American Recovery and Reinvestment
Act (ARRA) of 2009 (Pub. L. No. 111-5). Some of those resources will
be designated for specific purposes, such as increasing enrollments or
enhancing data systems. The recommendation to devote more Title I
funds to preschool education may also be possible with the new federal
funding. Flexible funds under the ARRA could be used to provide a
down payment on some of the initiatives recommended in Table S.1
that require new resources, such as implementing a QRIS or invest-
ing in the education and training of the ECE workforce. Given the
stated priorities of the Obama administration in the proposed 2010
fiscal year (FY) budget, California may also benefit from additional
federal investments in early-education services beyond those included

in the ARRA.
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Broader Implications

Although our focus for purposes of this study has been on preschool
programs serving children one or two years before kindergarten entry,
it is important to consider the broader implications of reforms to Cali-
fornia’s preschool system in order to promote adequacy and efficiency.

First, the publicly subsidized preschool system is effectively embed-
ded within a larger child-care and early-education system that serves
children from birth to age 12. For the most part, within a given fund-
ing stream (such as the Title 5 child development program or the Cali-
fornia Work Opportunities and Responsibility to Kids [CalWORKs]
stages), the same eligibility rules, licensing and program standards (with
some variation for the ages of children served), contracting mechanism,
and reimbursement structure apply to programs whether they serve
infants and toddlers, preschool-age children, or school-age children. In
many cases, the same providers serve children in the entire age range.
In addition, the entire 0—12 system falls under a common governance
structure.

Thus, to maintain uniformity within the 0—12 system, changes
to the preschool part of the system may imply the need for comparable
changes to the parts of the program that serve younger and older chil-
dren. In many cases, the types of recommended reforms, such as a more
flexible contracting mechanism, a common reimbursement system, or
a QRIS, could be beneficial for, and replicated for, the entire system,
albeit with some differences to reflect the ages of the children served.
In other cases, such as expanding access, the reforms may be possible
only for the preschool component of the system, depending on avail-
able funds.

Second, many of the recommendations regarding reforms to the
preschool system are similar to those that have been recommended
for K-12 education by such groups as the Governor’s Committee on
Education Excellence established by Governor Arnold Schwarzeneg-
ger and the California P-16 Council established by State Superinten-
dent of Public Instruction Jack O’Connell. Although the preschool and
K-12 systems are very different and specific solutions may vary with
respect to each component, some general strategies in terms of gover-
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nance, financing, English-language learners (ELLs), workforce devel-
opment, facilities, and so on may benefit from addressing these issues
in a coordinated fashion and considering the transferability of effective
practices from the K-12 arena to the preschool domain and vice versa.
At the very least, reforms being considered for the K-12 system must
account for the possible impact on the preschool system and the reverse
as well. Ultimately, on all fronts, California needs to create a P12 or
P-16 system that is truly integrated and coordinated.

Third, our analysis confirms that advancing preschool access and
quality cannot be expected to close existing achievement gaps. In the
effort to raise achievement for all students, but especially for more-
disadvantaged students, consideration also needs to be given to pro-
grams serving children and families from birth to age three, as well as
services for school-age children, to support continued learning. Other
successful center-based program models with a rigorous evidence base
include the Carolina Abecedarian Project, Infant Health and Develop-
ment Program, and Syracuse Family Development Research Program,
each of which provided full-time, year-round, center-based services
starting soon after birth and continuing as long as until kindergar-
ten entry. The Chicago Child-Parent Center (CPC) and Abecedarian
programs provide examples of programs that continue supportive ser-
vices into the early elementary grades and have strengthened the ability
to sustain the advantages conferred through preschool participation.
Non—center-based early-intervention models like the Nurse-Family
Partnership home-visiting program have also demonstrated short- and
longer-term benefits. Given the existence of other proven models for
promoting healthy child development before and after kindergarten
entry, it is vital that preschool programs be considered as part of a con-
tinuum of services designed to prepare children for kindergarten and
to ensure their success in school and beyond.
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CHAPTER ONE

Introduction

One of the primary motivations for education reform in California, as
in other states, is the need to raise the overall levels of student achieve-
ment and, even more importantly, to narrow the often substantial
achievement gaps between low- and high-performing students. A cen-
tral question in the education-reform debate is the adequacy of the
state’s education system to ensure that all California students can suc-
ceed and become productive citizens. State and local budget constraints
have also prompted efforts to reexamine resource allocations to see that
dollars are being invested to ensure a high return. Thus, the efficiency
of the state’s public education sector has gained currency as well. The
dual interest in K-12 adequacy and efficiency in California led to a
major effort to examine these issues from multiple perspectives as part
of the Gerting Down to Facts initiative (Loeb, Bryk, and Hanushek,
2007).

As California continues to debate reform of the K-12 education
system, there has been a growing recognition that preschool policy
should be an integral part of the policy discussions. Within this con-
text, this study seeks to address four overarching questions:

* What are the overall and cross-group achievement gaps for Cali-
fornia’s children in terms of the state’s kindergarten through third
grade (K-3) education standards, and what is the potential for
high-quality preschool programs to raise achievement?

* How adequate is the quality of preschool education being received
by California children, and what proportion of families have access
to high-quality preschool that would be expected to produce the



2 Preschool Adequacy and Efficiency in California

cognitive, social, and emotional benefits necessary to help chil-
dren achieve the state’s early-elementary standards?

* What efficiencies can be obtained in the current system of fund-
ing for early care and education (ECE) programs serving children
one or two years before kindergarten entry in order to improve
K—3 education outcomes?

* What additional ECE policies or resources would be required to
ensure that all children in California are prepared to meet K-3
standards?

For the purposes of this study, by adequacy, we mean that we are
interested in whether current access to and quality of preschool educa-
tion in California are sufficient to ensure that all children enter school
ready to learn and meet California’s education standards. By efficiency,
we mean that we want to know whether existing resources are being
used to achieve the maximum possible benefit and how potential new
resources could be used most effectively.

To address these questions, we draw on the results of three inter-
related studies conducted as part of this project that were designed to
advance our knowledge regarding (1) achievement gaps among Cali-
fornia children in the early grades (Cannon and Karoly, 2007b); (2) the
utilization of ECE services among California’s children and the qual-
ity of those experiences (Karoly, Ghosh-Dastidar, et al., 2008a); and
(3) the system of public funding in California for ECE programs in
the two years prior to kindergarten entry (Karoly, Reardon, and Cho,
2007a).

Throughout this analysis, our focus is on preschool programs
that serve children one or two years before kindergarten entry, chil-
dren we label as four-year-olds and three-year-olds, respectively. We
use the term preschool to also mean prekindergarten programs. Refer-
ences to ECE programs include other forms of child care in addition
to early-learning programs. Although we do not separately examine
issues for children with special needs, most of the public programs
we consider are inclusive of children with disabilities. In addition,
although the focus is on programs for preschool-age children, many of
the policy options and recommendations discussed in this study have
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implications for the broader system of subsidized child-care programs
that serve children from birth to age three, as well as programs that
serve children after school entry (typically until age 12). We discuss
these linkages between subsidized ECE programs for preschoolers and
programs for infants, toddlers, and school-age children in the final
chapter.

In considering preschool policy options, we recognize that there
are significant concerns associated with the current state of the econ-
omy and the concomitant fiscal crisis that all levels of government
face. For that reason, our interest centers on what can be accomplished
with existing funds and how best to direct new resources when the
fiscal situation improves and new funds may be allocated to preschool
programs.

Before turning to the research questions in the chapters that
follow, we quickly review the landscape of recent preschool policy
developments in the United States and California.

Preschool Policy Developments in the United States

Preschool policy in the United States is set at multiple levels—federal,
state, and local—consistent with the multiple funding streams that
support early-learning programs and child care for preschool-age chil-
dren. ECE programs serving children one or two years before kin-
dergarten entry are funded with a mixture of federal, state, and local
public funds, as well as private funds that come directly from families
or other private entities (e.g., employers, foundations, religious groups,
other charitable organizations). At the federal level, Head Start,
Title I, Temporary Assistance for Needy Families (TANF), and the
Child Care and Development Block Grant (CCDBG) program pro-
vide funds for ECE programs targeted to low-income families, includ-
ing subsidized child care. Federal tax policy also subsidizes child care
for qualifying families. In addition, through the 2001 No Child Left
Behind (NCLB) legislation (Pub. L. No. 107-110), the federal govern-
ment emphasized spending on early education as part of a systematic
effort to raise student achievement. The reauthorization of TANF in
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2006 and Head Start in 2007 included provisions that would poten-
tially expand access and lead to quality enhancements.! These objec-
tives have also been incorporated in the new funding for Head Start,
CCDBG, and other early-childhood programs in the 2009 Ameri-
can Recovery and Reinvestment Act (ARRA) (Pub. L. No. 111-5) and
in President Barack Obama’s proposed fiscal year (FY) 2010 federal
budget.

Although these recent developments signal a potentially more
active role in early-childhood policy at the federal level, initiatives at
the state level arguably represent the most active arena of preschool
policy development in the past several years. Given that federal fund-
ing for ECE programs serving preschool-age children is targeted and
available funds are not sufficient to reach all eligible children, a grow-
ing number of states have instituted policies to expand access to and
raise the quality of preschool programs serving four-year-olds and, in
some cases, three-year-olds. In support of these objectives, other initia-
tives include designing or modifying models for program delivery and
financing, as well as systems for governance and data. One marker
of the expanding state involvement in preschool policy is the growth
in state-funded preschool programs, an increase from $2.4 billion in
2001-2002 to $3.7 billion in 2006—2007 (Barnett, Robin, et al., 2003;
Barnett, Hustedt, Friedman, et al., 2007). As of 2006—2007, the state-
funded programs in 38 states served more than 1 million children.
State programs now serve more children than the federal Head Start
program, which reached nearly 720,000 children in the same year,
although Head Start funding to grantees of $5.9 billion still exceeds
the states’ financial commitment.>

' For example, TANF reauthorization provided for additional child-care funds and greater

flexibility in moving funds from the TANF block grant into the CCDBG fund. Head Start
reauthorization extended the income eligibility threshold so that programs can potentially
serve children in families with income up to 130 percent of poverty, provided that they can
demonstrate that children below poverty are being served. The reauthorization also contin-
ues to increase the education requirements for Head Start teachers, requiring 100 percent to
have an associate’s degree by 2011 and 50 percent to have a bachelor’s degree by 2013.

2 The Head Start figures exclude enrollment and funding for American Indian/Alaska
Native and migrant populations. See Administration for Children and Families (ACF)
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Table 1.1 summarizes the domains of preschool policy at the state
level and provides examples of the approaches taken across the states
within each domain. In terms of access, key policy choices include
whether programs are targeted or universal and whether programs
serve four-year-olds only or whether they also include three-year-olds
(Barnett, Hustedt, Friedman, et al., 2007). At present, of the 38 states
with preschool programs, Florida, Georgia, and Oklahoma are the only
states with voluntary universal and free preschool programs, in each case
open only to four-year-olds. Other states, including Illinois, Louisiana,
Massachusetts, New York, and West Virginia, have charted a course
toward universal coverage, although funding for planned enrollment
increases has not always materialized as hoped. In terms of the ages
covered, as of 2006—2007, 26 states had programs that served children
both one and two years before kindergarten entry, although priority
is typically given to the older age group. In 2006, Illinois became the
first state committed to serving all three- and four-year-olds through its
Preschool for All initiative.

Table 1.2 further indicates that there is no single model that can
be used to characterize the delivery features of state preschool pro-
grams. In terms of program provision, a handful of states provide only
supplemental funds for Head Start, replicating the Head Start model
(including Performance Standards), with funding to augment exist-
ing Head Start programs or to establish new programs.> A few other
states provide supplemental Head Start funding in addition to their
own preschool initiatives. Among states with their own state-funded
programs, there are two basic models, and the states are almost evenly
divided between them (Schumacher et al., 2005). One model effec-
tively provides funding to public school districts or schools through
grants (sometimes competitive) or the state’s school funding formula.
Typically, the public schools may deliver the programs themselves or

(2008) for complete totals. The state funding figures exclude local funds that supplement the
state amounts, so the gap with Head Start is actually smaller.

3 These states include Delaware, Oregon, and Minnesota.

4 These states include Maryland, Massachusetts, New Mexico, Oklahoma, Pennsylvania,
and Wisconsin.
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Table 1.1
Preschool Policy Domains and Approaches at the State Level
Domains Examples of Approaches
Access Universal preschool program
Targeted program expanding toward universal preschool
program

Targeted preschool program
Serve only four-year-olds
Serve three- and four-year-olds

Delivery Provision Add funding to Head Start
Separate state-defined program
Provision through public schools (with option for
contracting out)
Provision through mixed public and private providers

Intensity Half day versus full day
Academic year versus year-round

Structure Requirements for maximum class size and child-staff ratio
Requirements for teacher education and training
Early-learning standards
Required curriculum

Other Wraparound care
services Specialized services for English-language learners (ELLs)
Parenting programs

Quality Quality rating and improvement systems (QRISs)
Tiered reimbursement systems

Other Financing General revenues
Dedicated funding streams (e.g., lottery, earmarked taxes)
Title |

Governance Consolidate in new agency
Consolidate in existing agency
Establish high-level, multiagency coordinating body

Data Integrate preschool into longitudinal student-level data
systems

SOURCE: Author’s analysis based on Barnett, Hustedt, Friedman, et al. (2007), and
Center for Law and Social Policy (2007).

may choose (or are sometimes required) to subcontract out at least a
portion of the funds to other providers (e.g., Head Start programs,
child-care centers, or other community-based organizations [CBOs]).
The second model also relies on a mixed delivery system, but funds
are typically allocated, usually on a competitive basis, to both public



Introduction 7

Table 1.2
Number of States with Preschool Program Delivery Features, as of
2006-2007

Program Feature Number of States

Program provision

Additional funding for Head Start 9
Separate state program: public schools (with subcontracting) 19
Preschool program is included in school funding formula 15
Separate state program: mixed delivery 18

Key structural features

Class size no larger than 20 33
Child-staff ratio of 10:1 or lower 34
Lead teacher has a bachelor’s degree 22
Early-learning standards 32
Designated, approved curricula 14

Program intensity

Part day 10
Full day 12
Academic year 36

SOURCE: Author’s analysis based on Barnett, Hustedt, Friedman, et al. (2007), and
Pre-K Now (undated).

NOTE: For states with multiple programs, if any program had a feature, it was
counted as applying to that state.

and private providers of various types. Again, some states employ both
models in the same or distinct programs.

Other dimensions along which state preschool program—delivery
features vary include structural requirements and program intensity.
There is near uniformity across the states in requiring class sizes and
child-staff ratios that meet the National Association for the Education
of Young Children (NAEYC) accreditation criteria (NAEYC, 2005,
undated[a]). However, in terms of teacher education requirements,
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where there is less agreement in the profession over the level required
to ensure high-quality programs, just 22 state programs require the
lead teacher to have a bachelor’s degree, even though this would be
required for kindergarten teachers in all the states. Although most
state programs operate on an academic-year schedule, there is variation
in whether programs are part-day or full-day programs (the residual
group allows local choice). Likewise, most state programs incorporate
comprehensive early-learning standards, but a smaller number desig-
nate one or more approved curricula.

Another major focus for state policy has been advancing the qual-
ity of preschool programs. In addition to specifying minimum program
standards, such as the structural features listed in Table 1.2, states are
developing and implementing quality improvement systems, includ-
ing quality rating scales (Barnett, Hustedt, Friedman, et al., 2007). In
several cases, the quality rating systems (QRSs) were originally estab-
lished to rate child-care centers serving children in a broader age range
(e.g., birth and beyond). For example, North Carolina uses a star rating
system (ranging from one to five stars) as part of its licensing of child-
care providers. Programs are eligible to participate in the More at Four
Pre-Kindergarten Program if they achieve a four- or five-star rating.
Pennsylvania has tied provider eligibility for its Head Start Supplemen-
tal Assistance Program to participation in its Keystone STARS (Stan-
dards, Training/Professional Development, Assistance, Resources, and
Support) QRS at the two-star level (out of four stars) or higher. Other
states, including Connecticut, Delaware, Massachusetts, and Vermont,
are developing or piloting QRSs or QRISs for their preschool programs
(Barnett, Hustedt, Friedman, et al., 2007).

To provide financial incentives to achieve higher quality stan-
dards or ratings, some states have implemented or are moving toward
tiered reimbursement systems that provide higher levels of reimburse-
ment when higher quality is achieved. For example, Louisiana ties
reimbursement to the credentials of lead teachers and classroom assis-
tants, whereas Missouri provides higher funding for accredited pro-
grams (Barnett, Hustedt, Friedman, et al., 2007). As of 20062007,
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there were no states that tied reimbursement for their preschool pro-
grams to a QRS

Since expanding access and raising quality generally require more
resources, states have also looked to various funding streams to support
their initiatives. With only a few exceptions, all states that supplement
Head Start or have their own preschool programs rely, at least in part,
on general revenues (Stone, 2006). General revenues, although flex-
ible, require legislative approval and are subject to cuts when budgets
are tight or policy priorities shift. Consequently, states have looked to
other, more stable and dependable sources of funding. In some cases,
states rely on lotteries (e.g., Georgia, North Carolina, and Tennessee) or
gaming revenue (e.g., Missouri) for part or all of their preschool fund-
ing, whereas other states have dedicated sales or excise taxes (e.g., Ari-
zona, Arkansas, and California) that are used to support preschool pro-
grams. Other earmarked funding sources include tobacco-settlement
monies (e.g., in Kansas and Louisiana) (Stone, 2006). Federal Title I
funding has long been a relatively flexible funding source to support
preschool programs, although many states have not devoted signifi-
cant Title I monies to preschool programs (Ewen and Matthews, 2007;
Barnett and Frede, 2009).6 As of 2006—2007, just five states explicitly
reported using Title I funds for their state preschool programs, but this
is likely to be an undercount, as many states did not report detailed
funding sources and Title I allocation decisions are made at the local
level (Barnett, Hustedt, Friedman, et al., 2007).

As states have expanded their commitments to early-education
programs, they have also reconsidered the governance structure that
will be most effective. For example, it is not uncommon for some ECE
programs to be administered by the state education agency (e.g., a
state preschool program), whereas others fall under the state human
or social services agency (e.g., child-care funds associated with TANF
or CCDBG). Several alternative models have been implemented in

> Such tiered reimbursement systems linked to quality rating scales are in place for child-
care subsidies in a number of states.

6 For example, Barnett and Frede (2009) report that, out of a total of $14 billion, an esti-
mated $400 million in Title I monies go toward preschool programs.
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different states to reduce fragmentation and promote more effective
governance (Center for Law and Social Policy, 2007). One approach
is to consolidate most or all ECE programs as part of one existing
agency. For example, in 2005, Maryland established the Division of
Early Childhood Development at the Maryland State Department of
Education. The new division incorporates programs previously in the
Early Learning Branch in the same department, as well as the Office
of Children, Youth, and Families within the Department of Human
Resources. The state was one of the first to integrate child-care sub-
sidy programs and child-care regulation within a department that also
covers prekindergarten programs and other education services.

A second strategy is to consolidate ECE programs under a new
department. For example, Massachusetts created the Department of
Early Education and Care in 2005 with a primary focus on early educa-
tion but a broader mandate that covers programs serving families with
children from birth to age 14. The new department houses programs
previously in the Office of Child Care Services and the Early Learn-
ing Services Division of the Department of Elementary and Secondary
Education. Early-intervention services remain in the Department of
Public Health. As another example, Washington State established the
new, cabinet-level Department of Early Learning in 2006, combining
programs previously housed in three agencies. Finally, in 2006, Penn-
sylvania adopted yet a third strategy, which was to create a high-level,
cross-agency office—in Pennsylvania’s case, the Office of Child Devel-
opment and Early Learning—which has standing in both the Depart-
ment of Public Welfare and the Department of Education and respon-
sibility for coordinating ECE programs across the two departments.

Motivated in part by the data requirements in NCLB, states have
also been forging comprehensive, longitudinal data systems that inte-
grate preschool program inputs and outputs into their systems cover-
ing K-12 education and beyond. For example, Florida’s K-20 Educa-
tion Data Warehouse (EDW) serves as a repository for longitudinal
information on students, education curricula, schools, and teachers
from prekindergarten through graduate school (Florida Department
of Education, undated). The EDW serves as a model of a cutting-edge
data system (Hansen, 2006). Other states are building P-12 or P-16
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systems, with plans to extend the data coverage further as resources
allow.

Preschool Policy Developments in California

California has had a long-standing commitment to providing a foun-
dation for education success through eatly-learning programs. The
California State Preschool program dates back to 1965, the same year
that the federal Head Start program was established, signaling an
early recognition of the benefit of promoting the school readiness of
disadvantaged children. The passage of the Proposition 10 voter ini-
tiative in 1998, also known as the California Children and Families
First Act, provided a dedicated funding stream from a $0.50-per-pack
increase in the state surtax on cigarettes to support programs serving
children from birth to age five. The commitment to early-childhood
education was broadened with the 2002 California Master Plan for
Education (California Legislature, 2002). The master plan, required
by a 1998 concurrent resolution of the state legislature, aimed to
define “what is required to provide a high-quality education” (Califor-
nia Legislature, 2002, p. 5). Although much of the emphasis was on
the K-12 education system, the master plan also incorporated recom-
mendations regarding early-education programs—specifically, a call
for voluntary, universal preschool for all three- and four-year-olds,
starting with children in poverty. The call for universal preschool was
answered in Proposition 82, a statewide voter initiative on the June
2006 ballot that would have made a free, part-day preschool program
available for all four-year-olds whose parents wanted to enroll them.
The initiative garnered just under 40 percent of the vote.

In the wake of the failure to pass Proposition 82, interest in pre-
school policy remained high on the part of various stakeholders, and
efforts focused on placing preschool policy in the context of K-12
education reform and narrowing achievement gaps. In late 2007 and
early 2008, two sets of recommendations regarding education reform
were promulgated: one by the Governor’s Committee on Education
Excellence (20072, 2007b) established by Governor Schwarzenegger,
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the other by the California P-16 Council established by State Super-
intendent of Public Instruction Jack O’Connell. In addition to their
focus on K-12 education reforms, these two bodies offered quite com-
plementary recommendations for increasing access to and advancing
the quality of publicly funded preschool programs, as illustrated in
Table 1.3.7

Although the current fiscal crisis in California has limited options
for expanding funding for ECE programs, other policy developments
have proceeded, consistent with some of the recommendations in
Table 1.3. Notably, in September 2008, Governor Schwarzenegger
signed three bills focused on various aspects of ECE program provi-
sion, quality, and data. Assembly Bill (AB) 2759 streamlined funding
in California Title 5 ECE programs, whereas Senate Bill (SB) 1629
created the Early Learning Quality Improvement System Advisory
Committee. SB 1298 modified existing law to extend the creation of
longitudinal student data for the K-12 system to include data from
federal- and state-funded center—based child care and development
programs.

More specifically, as of July 2009, AB 2759 will consolidate five
Title 5 programs—the California State Preschool program (part and
full day), Prekindergarten and Family Literacy (PKFL) program (part
and full day), and General Child Care and Development (CCD) pro-
gram (for preschool-age children)—into one unified program, the
California State Preschool program, serving three- and four-year-old
children. The consolidated program, with common statutory and reg-
ulatory requirements and a streamlined administration, is the largest
state-funded preschool program in the country. Through consolidation,
the expectation is a more efficient system to manage and deliver, as the
state will have a single contract with each provider for one integrated
program, rather than multiple contracts, and providers will have more-
simplified reporting requirements and fiscal management. Figure 1.1

7 We have omitted from Table 1.3 preschool-related recommendations that affect the K-12
system, such as the recommendation by the Governor’s Committee on Education Excellence
(2007a) to make full-day kindergarten universal.
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Recommendations Regarding Early-Education Policy from Two California
Advisory Bodies

Recommendation

Governor’'s Committee on
Education Excellence

California P-16 Council

Overall

Detailed

Access

Delivery

Implement a mixed-delivery,
statewide preschool system
for all low-income 3- to
4-year-olds

Expand access to low-income
children (i.e., those eligible
for free or reduced-price
meals [FRPMs]) over 5-year
period through direct grants
to families

Target universal access in
communities with high
concentrations of low-
income students

Provide start-up and facility
grants

Establish developmentally
appropriate preschool
learning standards aligned
with K-3 standards

Use one set of regulations for
all providers, regardless of
funding source

Use a single financing
structure for reimbursement,
regardless of funding source

Provide access to high-quality
prekindergarten programs
for all children, especially
those who are economically
disadvantaged

Construct new
prekindergarten facilities,
especially in low-income
communities and areas with
low-performing schools, and
provide repair and renovation
funding for existing programs

Expand full-day, full-year
services

Establish developmentally
appropriate preschool
learning standards linked to
an intentional curriculum,
with specific attention to
culturally and linguistically
appropriate curricula for ELLs

Improve alignment of P-12
system

Limit classrooms to 20 children
and one lead and one
associate teacher

Within 8 years of program
establishment, require lead
teachers to have a B.A. with
24 ECE units for programs and
associate teachers to have
60 units with at least 24 ECE
units

Incorporate family-literacy,
parent-education, and
parent-involvement programs

Include children with special
needs
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Table 1.3—Continued

Recommendation

Governor’'s Committee on
Education Excellence

California P-16 Council

Detailed Quality Invest in training of preschool Enhance workforce
(continued) staff, standardize training recruitment and preparation
requirements, and make through a comprehensive
courses transferable professional development
Use data to monitor provider ~ System
performance and to provide Create quality improvement
information to parents system and tiered
Over three years, phase in a reimbursement
standard-based QRS Implement result-based
Implement tiered accountability based on
reimbursement system tied ~ Outcome assessment using
to quality appropriate measurement
tools
Other  Over a three-year Compensate teachers and

period, delay the age of
kindergarten entry to
September 1

associate teachers on par with
K-12 teachers and aides

Include prekindergarten in

statewide longitudinal data
system

SOURCE: Author’s analysis based on Governor’s Committee on Education Excellence
(2007a, 2007b) and California P-16 Council (2008).

illustrates how the new California State Preschool program fits into the
structure of publicly funded ECE programs in California that serve
preschool-age children. Although the shaded box replaces five previous
boxes (see Figure 2.1 in Karoly, Reardon, and Cho, 2007a), the system
still remains complex.$

Under SB 1629, the Early Learning Quality Improvement System
Advisory Committee is tasked with making recommendations for
improving the quality of ECE programs from birth through age five,
including how to assess quality. The committee will recommend the
form of the state Early Learning Quality Improvement System, which
is expected to include a quality rating scale and a funding model
that provides incentives for publicly funded programs to achieve and

8 See Karoly, Reardon, and Cho (2007a) for details on how the programs listed in Figure 1.1
are part of a broader system of subsidized child care and development programs serving chil-
dren from birth to age 12.
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Publicly Funded ECE Programs Serving Preschool-Age Children in California
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SOURCE: Karoly, Reardon, and Cho (2007a, Figure 2.1).
NOTE: CDSS = California Department of Social Services. C = licensed center. FC =
licensed family child-care home or network. LE = license-exempt, home-based
provider. AP = Alternative Payment. HHS = U.S. Department of Health and Human
Services. CDE = California Department of Education. SMI = state median income.
APl = academic-performance index. Cal-SAFE = California School Age Families
Education. PoP = Power of Preschool.
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maintain quality through, for example, a tiered reimbursement system
tied to the rating scale. The legislation also calls on the committee to
make recommendations regarding the potential to use existing federal,
state, local, and private resources, including funds from the California
Children and Families First Act of 1998 to complement the funding
model and promote quality.

Finally, under existing law, the California Department of Educa-
tion (CDE) is developing the California Education Information System
and the California Longitudinal Pupil Achievement Data System
(CALPADS).> SB 1298 broadens the K-12 system to create a P-16
data system that incorporates information from center-based child care
and development programs under the purview of local education agen-
cies serving children before kindergarten entry, as well as data from
postsecondary institutions in the California Community Colleges,
University of California, and California State University systems. The
preschool and postsecondary data systems would use the same unique
student identifiers employed in the longitudinal data system that pres-
ently begins in kindergarten. The bill did not include funding to imple-
ment the system, but a working group is charged with creating a stra-
tegic plan to generate the linked data system.

Another recent development, consistent with the recommenda-
tions of both the Governor’s Committee on Education Excellence and
the California P-16 Council, was the finalization of the first volume
of the California Preschool Learning Foundations by the CDE Child
Development Division. This first volume provides educators and par-
ents with age-appropriate expectations about the range of knowledge
and skills children obtain in high-quality preschool programs in four
key domains: socioemotional development, language and literacy,
English-language development, and mathematics. Subsequent foun-
dations will cover visual and performing arts, physical development,
health, history, social science, and science. The foundations in the first
volume have been aligned with the state’s kindergarten content stan-

A related education data system is the California Longitudinal Teacher Integrated Data
Education System (CALTIDES), which will collect information on teacher credentials and
other data that can be matched to student-level records.



Introduction 17

dards in the same subject areas (e.g., English-language arts and math-
ematics). Children’s progress toward the learning foundations will be
assessed using the Desired Results Developmental Profile, revision 2
(DRDP-R2). The foundations will be required for use in state Title 5

programs and optional for other public and private programs.

Organization of This Monograph

With this background, in Chapter Two, we address our first three
research questions regarding adequacy and efficiency of preschool edu-
cation in California: the size of achievement gaps in the early elemen-
tary grades and the potential for preschool to narrow existing gaps;
the extent to which preschool-age children in California participate in
early-learning programs and the quality of the settings they are in; and
the features of the existing system of publicly funded ECE programs
for preschool-age children in California and the potential for efficiency
gains in a modified system. The answers to these questions derive from
the findings gleaned from the three focused studies that preceded this
monograph.

In Chapter Three, we begin to address the fourth research ques-
tion by examining the advantages and disadvantages of various design
options for specifying preschool access, providing program services,
ensuring high quality, and promoting efficiency through other aspects
of program infrastructure. In some cases, there is no clear research
basis for adopting one policy approach or another, and it will be up
to policymakers and the public to express their preferences based on
how they weigh the advantages and disadvantages of various options.
In other cases, a stronger argument can be made for one approach over
another.

To complete our answer to the fourth research question, we draw
on the design considerations to offer a series of recommendations, out-
lined in Chapter Four, for improving the adequacy and efficiency of
preschool education in California. The specific recommendations for
policy action include those that are possible with existing resources,
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as well as those that are possible only by making more resources
available.

Chapter Five summarizes what we have learned about preschool
adequacy and efficiency in California and highlights both policy con-
siderations associated with advancing preschool adequacy and efh-
ciency and the cumulative set of recommendations. Broader implica-
tions of the recommendations are also discussed.



CHAPTER TWO

Adequacy and Efficiency of Preschool Education
in California

In support of our study of preschool adequacy and efficiency, we con-
ducted three in-depth studies designed to do the following:

* Measure the gaps in school readiness and academic achievement
in the early grades among California’s children and assess the
potential for high-quality preschool education to narrow readi-
ness and achievement gaps (Cannon and Karoly, 2007b).

* Assess the nature and quality of the ECE arrangements for Cali-
fornia’s preschool-age children—those who are one or two years
away from kindergarten entry (Karoly, Ghosh-Dastidar, et al.,
2008a).

* Examine the system of publicly funded ECE programs in Cali-
fornia that serve children in the two years prior to kindergarten
entry (Karoly, Reardon, and Cho, 2007a).

In this chapter, we synthesize the results from those three stud-
ies, as well as other relevant research, to highlight what we know about
the adequacy and efficiency of preschool education in California. In
addition, using the estimates of achievement gaps by third grade in
California and the evidence of the potential gains in test scores associ-
ated with high-quality preschool (Cannon and Karoly, 2007b) and our
estimates of current enrollment of California four-year-olds in center-
based ECE programs (Karoly, Ghosh-Dastidar, et al., 2008a), we cal-
culate the share of academic achievement gaps in third grade that could
be narrowed by various approaches to raising preschool enrollment and
quality.



20 Preschool Adequacy and Efficiency in California

In brief, this body of research supports the following conclu-
sions:

* 'There are sizable gaps in student achievement in English-language
arts and mathematics when California students are first assessed
statewide in second and third grades, and some groups of students
demonstrate even larger deficits in academic proficiency.

* These achievement gaps have eatlier roots. According to various
California-specific data we assembled to measure achievement in
earlier grades and school readiness, the same groups of students
who are behind by second and third grades were also behind in
kindergarten and first grade, and even at the time of kindergarten
entry.

e If California policymakers want to find solutions for addressing
achievement gaps, it is logical to consider whether one potential
approach is to implement policies that will help narrow the gaps
present at the starting gate, when children first enter the K-12
education system. In this regard, we find solid evidence from rig-
orous evaluations of smaller- and larger-scale preschool programs
that well-designed programs can advance school readiness, raise
academic achievement, and improve other education outcomes in
the elementary-school years and beyond.

* 'The potential for preschool to narrow California’s student achieve-
ment gaps depends on the extent to which low-performing stu-
dents already participate in high-quality preschool programs. Data
collected in 2007 by the study team from a representative sample
of about 2,000 California families about their preschool-age chil-
dren’s ECE arrangements shows that participation in center-based
ECE programs (versus care provided in a home setting by a rela-
tive or nonrelative) is the norm overall for California’s preschool-
age children. However, the additional interview and observation
data collected from those families’ providers about the features of
the care and learning environments they provide indicate that,
depending on the metric of quality, participation in high-quality
center-based programs is not the norm. The quality gap is espe-
cially evident for measures that capture the extent to which teach-
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ers promote language development and the higher-order thinking
skills that help prepare children for kindergarten. Other aspects
of quality with room for improvement are teacher education and
training, use of research-based curricula, and health and safety.
Programs were more successful in meeting benchmarks for high-
quality programs (e.g., those promulgated by NAEYC as part of
its accreditation criteria) for group sizes and child-staff ratios and
scored higher on measures of the classroom environment that
focus on emotional support, classroom management, and student
engagement.

The high rate overall of participation in center-based preschool
programs masks substantial differences for subgroups of chil-
dren. Socioeconomically disadvantaged children—the ones who
could benefit the most from such programs because they start out
behind and stay behind—participate at considerably lower rates
than their more advantaged peers. At the same time, differences
in measures of quality across children in different socioeconomic
or demographic groups, if any, are modest. In other words, for
such program features as child-staff ratios (for which quality is
relatively high, on average), most groups of children in center-
based programs experience similar levels of quality. For such pro-
gram features as teacher instructional support (for which quality
is lower, on average), the low levels of quality are found across all
groups. However, the lower rates of participation in preschool of
any quality for more-disadvantaged children combined with the
lower levels of quality on key dimensions important for promot-
ing school readiness mean that the children who could benefit
most are the least likely to participate in programs with features
that are likely to provide the strongest developmental benefits.
Our finding that at-risk preschool-age children are underserved
in high-quality early-learning programs is not surprising in light
of the structure of California’s system of publicly funded ECE
programs for children one or two years away from kindergar-
ten entry. The current system, which is designed to serve lower-
income and at-risk children, is a complex set of programs that are
underfunded and not structured to promote or reward providers
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that achieve high quality. The inefficiencies in the current system
represents a lost opportunity to use the public resources that Cali-
fornia invests in ECE to achieve the maximum benefits in terms
of child development and school readiness.

* 'The information assembled on achievement gaps, preschool par-
ticipation rates, and the effectiveness of well-designed preschool
programs allows us to assess the potential effects on achievement
gaps of increasing preschool participation rates, raising preschool
quality, or both. Focusing on racial-ethnic achievement gaps, our
analysis shows almost no benefit in terms of narrowing observed
gaps from just raising preschool participation for all groups with-
out any change in preschool quality. Rather, the largest absolute
gain in test scores for Latinos and African Americans is associ-
ated with raising preschool participation and preschool quality
for all groups of children. The estimated gain ranges from one-
fifth to one-third of the size of the existing score gaps, depending
on assumptions. However, since nonminority children would also
benefit with a universal approach, the largest relative gain in stu-
dent achievement for Latinos versus whites and for African Amer-
icans versus whites is associated with targeted increases in partici-
pation and quality for socioeconomically disadvantaged children.
With this targeted policy approach, the estimates suggest that the
racial-ethnic achievement-score gap could be narrowed by about
10 to 20 percent, depending on assumptions.

There Are Sizable Deficits in Student Achievement by
Second and Third Grades and Even Larger Gaps for
Some Groups

The California Standards Test (CST) is used to measure whether stu-
dents have achieved proficiency in key subjects based on the state’s edu-
cation content standards. These statewide assessments are first given
in the spring of second grade, and we examined CST results for both
second and third grades (Cannon and Karoly, 2007b). In 2007, 52 per-
cent of second-grade students and 63 percent of third-grade students
did not achieve grade-level proficiency in English-language arts. The



Adequacy and Efficiency of Preschool Education in California 23

equivalent percentages for math performance in the same grades were
somewhat better but still quite high at 41 and 42 percent. These per-
centages translate into approximately 240,000 second-grade students
and 290,000 third-grade students statewide who do not have the rec-
ommended skills in terms of English-language arts. The populations
of students performing below proficiency in math are about 187,000
second-graders and 198,000 third-graders.

These averages mask substantial differences in proficiency for
different groups of students. Lower academic performance in second
and third grades is consistently evident for ELLs, Latinos and Afri-
can Americans, students from economically disadvantaged homes,
and students whose parents have low levels of education.! For exam-
ple, as shown in Figure 2.1, the proportion of Latinos and African
Americans who do not meet proficiency in English-language arts as of
third grade reaches 77 and 72 percent, respectively, compared with 44
percent for non-Hispanic whites. The percentage-point gap between
ELLs and English-only students and between students who are eco-
nomically disadvantaged and those not economically disadvantaged
is about the same magnitude, whereas the gap reaches 53 percentage
points between students with the lowest and highest levels of parental
education. Although the gaps are somewhat smaller in mathematics
proficiency in the same grade, the pattern of differentials is similar.

It is also worth noting that, even for more-advantaged students,
who may be expected to perform well, there is still a nontrivial fraction
who fail to meet proficiency. For example, in third grade, 44 percent
of students from non—economically disadvantaged backgrounds and
30 percent of those whose parents have education beyond a college

1 ELLs are those who do not demonstrate listening, speaking, reading, and writing pro-

ficiencies in English that are sufficient for participation in the regular school program as
assessed using the California English Language Development Test (CELDT). When non—
native English-speaking students enter the California public school system, they are given
the CELDT to gauge English-language fluency. ELLs then take the CELDT annually until
they are redesignated fluent-English proficient based on CELDT scores and other factors
determined by the school district. Economically disadvantaged students are those whose
parents did not graduate from high school or who are eligible for the National School Lunch
Program (NSLP), which means that family income is at or below 185 percent of the federal
poverty line.
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Figure 2.1
Percentage Not Proficient in Third Grade, by Student Characteristics:
English-Language Arts and Mathematics CST for 2007
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degree do not achieve proficiency in English-language arts. Even for
these more advantaged students, California has some distance to go
before reaching of the goal of having all students attain proficiency
at each grade level in key subjects, such as English-language arts and
mathematics.

These differences, evident in Figure 2.1, as well as those docu-
mented in Cannon and Karoly (2007b) for second grade, cannot be
explained away when we account for compositional differences, such as
the fact that the group of Latino children has a large fraction of ELLs
or those classified as economically disadvantaged. When we adjust for
such compositional differences, the between-group gaps in achieve-
ment are generally smaller, but they are not eliminated. Although the
set of child and family characteristics for which we can adjust is lim-
ited, our results suggest that there are meaningful, independent differ-
ences in student achievement across students defined by race-ethnicity,
English-language fluency, parental education, and economic status.

The Achievement Gaps Evident in the Early Elementary
Grades Have Earlier Roots

For many, the existence and magnitude of the academic achievement
gaps in the early grades and beyond are well known, since CST data
are widely examined. What is less well documented is that very similar
patterns are evident in standard-based assessments conducted at the
end of kindergarten and first grade and in measures of school readi-
ness obtained at kindergarten entry. In other words, the gaps in stu-
dent achievement that receive so much attention at key junctures, such
as fourth and eighth grades, are present when children in California
enter school, with the same subgroups of children who start out behind
remaining behind as they progress through school.

In the absence of statewide representative data on student assess-
ments before second grade, Cannon and Karoly (2007b) assembled data
from several sources to examine the pattern of achievement differences
between groups of students, rather than the absolute level of achieve-
ment gaps. The assessments at the end of kindergarten and first grade
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are available for reading performance only and then only for a subset
of school districts in the Reading First program that agreed to make
their data available; no consistent, standard-based math assessments
are conducted across California districts at the end of these grades.
These data show a similar pattern of who is ahead and who is behind,
in terms of achieving grade-level reading proficiency at the end of kin-
dergarten and first grade, as we see in the statewide assessments from
second and third grade. For example, ELLs trail those who are English
only; African American and Latino students are behind whites, and
boys tend to lag girls.

Assessments of school readiness conducted for a statewide
sample of California children in the Early Childhood Longitudinal
Study, Kindergarten Class of 1998-99 (ECLS-K) also show similar
gaps between groups of students entering kindergarten on measures
of approaches to learning and developmental school-readiness skills.
These results for California children are consistent with other research
documenting school-readiness gaps that persist or even widen as chil-
dren advance through the elementary grades and beyond (see, for
example, Reardon, 2003; Fryer and Levitt, 2004, 2005; Rumberger
and Anguiano, 2004; Reardon and Galindo, 2000).

High-Quality Preschool Can Improve School Readiness
and Raise Student Achievement, Especially for More-
Disadvantaged Students

What, then, is the potential for preschool to help narrow these dif-
ferences in school readiness and student achievement? Cannon and
Karoly’s (2007b) review of the rigorous evaluations of high-quality
preschool programs demonstrates that well-designed programs that
serve children one or two years before kindergarten entry can improve
measures of school readiness, raise performance on academic achieve-
ment tests in the early elementary grades, generate sustained effects
on academic achievement into the middle-school years, and produce
other education gains, such as reduced special-education use and grade
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repetition and higher rates of high-school graduation.? These effects
have been demonstrated for smaller-scale model programs, but also for
larger-scale, publicly funded programs currently operating in a number
of states.

Effective Preschool Programs Produce Sizable Effects on School
Readiness

Table 2.1 summarizes the estimated effects of various preschool pro-
grams with experimental or quasi-experimental evaluations that have
measured differences between program participants and nonpartici-
pants at kindergarten entry.? The measures of school readiness shown in
the table columns include the Peabody Picture Vocabulary Test (PPVT)
(various editions), a measure of receptive vocabulary that is predictive
of general cognitive abilities; three subtests of the Woodcock-Johnson
tests of achievement (various editions) that measure prereading or read-
ing skills (the Letter-Word Identification subtest), prewriting or spelling
skills (the Spelling subtest), and premath reasoning (the Applied Prob-
lems subtest); and a composite kindergarten-readiness measure (namely,
the Towa Tests of Basic Skills Early Primary Battery, which measure
listening, language, and mathematics concepts). The programs evalu-
ated shown in the table rows include the small-scale Perry Preschool
evaluation, the evaluation of the Chicago Child-Parent Centers (CPC)
program implemented in the Chicago Public Schools, the nationwide
Head Start experimental evaluation, and evaluations of statewide pre-
school programs in Arkansas, California (evaluated only for programs
in Fresno, Los Angeles, and Sacramento), Michigan, New Jersey, New
Mexico (evaluated in two different program years), Oklahoma (evalu-
ated both statewide and in Tulsa), South Carolina, and West Virginia.*

2 Other recent reviews of preschool program effects are provided by Fuller, Bridges, and Pai
(2007); Gormley (2007); and Barnett (2008). Recent, formal meta-analyses of the effects of
preschool programs are provided by Anderson et al. (2003); Nelson, Westhues, and MacLeod
(2003), and Camilli et al. (2010).

3 All of the estimated program impacts reported in this chapter are estimates of #reatment
on the treated—the programs’ effects on those who actually participate.

4 With the exception of the results for Arkansas (Hustedt, Barnett, Jung, and Thomas,
2007), California (Barnett, Howes, and Jung, forthcoming), and New Mexico (Hustedt,



Table 2.1

Estimated Effects of Preschool Programs on School Readiness

Effect Size

Woodcock-Johnson Subtest

Evaluation Vocabulary Letter-Word Applied Readiness
Program Method (PPVT) Identification Spelling Problems Composite
Perry Preschool E 1.02* — — — —
Chicago CPC QE — — — — 0.46*
Head Start E 0.08 0.32% 0.24* 0.15 —
Arkansas QE 0.36* — — 0.24* —
California QE? 0.30*-0.47* — — 0.31*-0.38* —
Michigan QE 0.03 — — 0.51* —
New Jersey QE 0.34* — — 0.19* —
New Mexico, QE 0.36* — — 0.39% —
year 1
New Mexico, QE 0.25* — — 0.50* —
year 2
Oklahoma, Tulsa QE — 0.79* 0.64* 0.38* —
only
Oklahoma, QE 0.32* — — 0.49* —

statewide
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Table 2.1—Continued

Effect Size

Woodcock-Johnson Subtest

Evaluation Vocabulary Letter-Word Applied Readiness
Program Method (PPVT) Identification Spelling Problems Composite
South Carolina QE 0.05 — — — —
West Virginia QE 0.18 — — 0.52* —

SOURCES: Cannon and Karoly (2007b, Tables 4.2, 4.3, 4.4, and 4.5); Hustedt, Barnett, and Jung (2007, Figure 4); Hustedst,
Barnett, Jung, and Thomas (2007, Figure 4); Hustedt, Barnett, Jung, and Figueras (2008, Figure 1); and Barnett, Howes, and Jung

(forthcoming, Table 12).

NOTE: The effect sizes are for the treatment-on-treated program impacts. Estimate for Perry Preschool are after the end of the
first program year for children who entered at age three or age four. Estimate for Chicago CPC is the lower bound from various
estimation methods that control for potential selectivity bias. Estimates for Head Start are after the first program year for children
who entered the program at age four. Estimates for Oklahoma, Michigan, New Jersey, South Carolina, and West Virginia are based
on the pooled sample regression discontinuity model. E = experimental. QE = quasi-experimental. * = statistically significant at the

5-percent level or better. — = not available.

2The range of estimates is based on alternative model specifications using the regression discontinuity design methodology. See

Barnett, Howes, and Jung (forthcoming) for details.
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The number (or range of numbers) reported in each table cell is the
program’s impact on a given readiness indicator measured as an effect
size, a standardized measure of program impact that is independent of
the unit of measurement and therefore facilitates comparisons across
different outcome measures.’

Not all program evaluations measured the full set of readiness
indicators listed in Table 2.1, but, with a few exceptions, when an indi-
cator was measured, the effect was statistically significant. The magni-
tudes of the statistically significant effect sizes are typically in the 0.2 to
0.3 range but extend to effect sizes of 0.5 in the Chicago CPC program,
California, Michigan, New Mexico, and West Virginia; 0.8 in the Tulsa,
Oklahoma, program; and 1.0 in Perry Preschool—magnitudes that are
generally considered large in the context of other education interven-
tions. Some of the differences in effect sizes may be attributable to dif-
ferences in program features, such as the demographic composition of
the children served, program intensity (part versus full day), and other
program design features (e.g., requirements for class size, child-staff
ratio, teacher education and training) (see Cannon and Karoly, 2007b,
Table 4.1, for a summary of some of these program differences).

Notably, the results reported for California in Table 2.1, generated
by Barnett, Howes, and Jung (forthcoming), represent one of the first
larger-scale evaluations of the effects on school readiness of a California
Title 5—subsidized program. In this case, California State Preschool
programs in Fresno, Los Angeles, and Sacramento were included in
the study, which used several statistical methods to estimate program
effects, including the same quasi-experimental evaluation approach

Barnett, and Jung, 2007; Hustedt et al., 2008), all of these evaluations were covered in
Cannon and Karoly (2007b). The results for these three states became available after that
analysis was published.

> The effect size is usually calculated as the ratio of the program effect (the difference in
means between the treatment and control groups, in the case of an experimental evaluation)
divided by the standard deviation of that effect estimate (i.e., the pooled standard deviation
in a difference of means). In some cases, effect sizes are calculated using the standard devia-
tion of the control-group mean in the denominator. Generally, an effect size of 0.2 is con-
sidered to be small, 0.5 to be medium, and 0.8 to be large, although, in comparison to the
impacts of other education interventions, effect sizes of 0.3 to 0.5 are viewed as reasonably

large (see Crane, 1998).
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used in the other state preschool program evaluations listed in Table 2.1.
While some caution is warranted about the generalizability of the find-
ings to the full set of programs operating statewide, the findings indi-
cate that the California State Preschool program generates effects on
school readiness that are comparable to many other publicly funded
state programs, although there is room for improvement to reach the
program effects attained by the most-effective programs.

Effective Preschool Programs Sustain Early Benefits Over Time
Two of the programs in Table 2.1 have been following participants and
nonparticipants into adulthood: Perry Preschool to age 40 and Chicago
CPC to age 21. These evaluations provide a gauge of the potential per-
sistence of benefits from high-quality preschool programs into the early
elementary grades and beyond. Table 2.2, for example, reports effect
sizes for these two programs on several measures of academic achieve-
ment in the first four elementary grades. Counter to the common belief
of preschool benefit fade-out, the Perry Preschool achievement effect
sizes hover around 0.3 and are statistically significant as of third grade,
whereas the Chicago CPC effects are equally sizable and significant
through second grade.®

There is evidence from these programs that benefits extend into
later grades as well. Table 2.3 reports effect sizes for Perry Preschool and
Chicago CPC for achievement tests in middle school (grade 6 or 8),
along with other measures of education success, such as grade retention,
special-education use, and high-school graduation. With one exception,
the effects of participation in these two preschool programs are statisti-
cally significant, with effect sizes that range from 0.2 to 0.4—again,
meaningful gains in the context of education initiatives. For exam-
ple, the 0.4 effect size in Perry Preschool for the high-school gradua-
tion rate equates to a 21-percentage-point advantage in the graduation
rate for the preschool participants compared to the control group. The

6 These effect sizes for achievement scores in second and third grades, as well as those
reported at older ages for later grades, are as large, if not larger, than those that have been
measured for other education interventions, such as peer-tutoring programs and class-size
reduction (Karoly, Kilburn, and Cannon, 2005).
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Table 2.2
Effect Sizes of Perry Preschool and Chicago CPC on Student Achievement in
Kindergarten to Third Grade

Program and Grade
Achievement
Measure Kindergarten First Grade Second Grade Third Grade

Perry Preschool

Composite? 0.32* 0.18 0.28 0.29*
ReadingP 0.28 0.15 0.25 0.24
Mathematics — 0.20 0.27 0.31*
Language — 0.08 0.20 0.33*
Chicago CPC

Composite 0.42*-0.58* — — 0.04-0.21*
Reading 0.35* 0.51* 0.35* 0.09
Mathematics 0.46* 0.26* 0.35* 0.13

SOURCE: Cannon and Karoly (2007b, Table 4.5).

NOTE: For Perry Preschool, the achievement measures are from the California
Achievement Tests (except as noted), and effects are adjusted for child gender,
Stanford-Binet Intelligence Scales at study entry, mother’s schooling, mother’s
employment, whether father is at home, father’s occupation status, and household
rooms per person. For Chicago CPC, the achievement-score measure is the lowa Tests
of Basic Skills. The effects for the composite score show the range of effect sizes for
various estimation methods that control for potential selectivity bias. See Reynolds
and Temple (1995). The effects for reading and mathematics control for child gender
and age, parent education, lunch subsidy, parent expectations, and primary grade
intervention. * = statistically significant at the 5-percent level or better. — = not
available.

@ For kindergarten, the effect size is for the Stanford-Binet Intelligence Scale.
bEor kindergarten, the effect size is for the PPVT.

comparable figure for Chicago CPC is an 8-percentage-point advan-
tage. Compared with nonparticipants, rates of special-education use
among preschool participants were lower by 12 and 10 percentage
points, respectively, in the two programs. The significant reduction in
grade repetition in Chicago CPC equaled 15 percentage points.
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Table 2.3
Effect Sizes of Perry Preschool and Chicago CPC on
Longer-Term Education Outcomes

Outcome and Program Effect Size

Academic achievement

Perry Preschool (reading for grade 6) 0.34*
Perry Preschool (mathematics for grade 6) 0.33*
Chicago CPC (reading for grade 8) 0.24*
Chicago CPC (mathematics for grade 8) 0.23*

Grade retention
Perry Preschool (by age 27) -0.15
Chicago CPC (by age 15) —-0.34*
Special-education use
Perry Preschool (by age 19) -0.29*
Chicago CPC (by age 18) -0.26*
High-school completion
Perry Preschool (by age 27) 0.43*

Chicago CPC (by age 22-24) 0.16*

SOURCE: Cannon and Karoly (2007b, Table 4.7).

NOTE: For Perry Preschool, the achievement measures are
from the California Achievement Tests, and effects are
adjusted for child gender, Stanford-Binet Intelligence Scales
at study entry, mother’s schooling, mother’s employment,
whether father is at home, father’s occupation status,

and household rooms per person. For Chicago CPC, the
achievement-score measure is the lowa Tests of Basic Skills.
The effects for reading and mathematics control for child
gender and age, parent education, lunch subsidy, and primary
grade intervention, among other factors. * = statistically
significant at the 5-percent level or better.

Effective Preschool Programs Promote School Readiness for
Students from Diverse Backgrounds

Except for Oklahoma’s preschool program, which is free and available
to all four-year-olds in the state, and West Virginia’s program, which
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is expanding toward universal access, the preschool programs shown
in Table 2.1 target more-disadvantaged children, such as those from
low-income families, those in low-income neighborhoods, or those
meeting other criteria associated with higher risk of school failure.
Thus, the weight of the evidence for favorable effects of high-quality
preschool programs, especially the longer-term education gains shown
in Tables 2.2 and 2.3, comes from more-targeted programs. However,
the evaluation of Oklahoma’s universal program provides an oppor-
tunity to see whether students from diverse backgrounds can benefit
from high-quality preschool.”

To address this issue, Figure 2.2 charts effect sizes for the three
measures of school readiness available in the Tulsa, Oklahoma, evalu-
ation (the same subtests of the Woodcock-Johnson inventory shown
earlier in Table 2.1), now disaggregated by student characteristics. The
effect for all students is the same as that reported in Table 2.1. With
a few exceptions, when results are disaggregated by race-ethnicity and
economic status, the significant effects are replicated for every group.?
The effect sizes tend to be larger for some groups than others—Latinos
and those eligible for FRPMs—but the beneficial effects of the pro-
gram in terms of school readiness are shared across the socioeconomic
spectrum.’

One limitation of this literature is that we have less informa-
tion about the potential benefits of high-quality preschool for ELLs,
an important population in California with consistently low academic
performance. This is largely because this subgroup has not been a
focus of the more rigorous research examining the effects of preschool

7 Although available to all children, the population of children in the Tulsa Public Schools
service area is more disadvantaged than the state population overall. Thus, the results reflect
those for an urban school district with racial-ethnic minorities in the majority.

8 The measure of economic status differentiates students by NSLP eligibility for a free lunch
(family income at poverty level or below) or reduced-price lunch (family income between
100 and 185 percent of poverty level).

9 Even though effect sizes appear larger for some groups than for others, the nature of the
evaluation method used for the Tulsa, Oklahoma, program does not support conclusions
that the expected benefit of the program will be larger for a representative child from one
subgroup than for a representative child from another group. See Gormley et al. (2005).
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Figure 2.2
Effects of Tulsa, Oklahoma, Preschool Program on School Readiness, by
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compared with no preschool. However, evidence from the careful
evaluation of Oklahoma’s universal preschool programs shows favor-
able effects on school readiness for some groups of Hispanic ELLs (see
Figure 2.2 and Gormley, 2008, for more detail). In addition, other
research comparing alternative approaches to teaching ELLs suggests
that the benefits to preschool are at least as large as, if not larger than,
they are for English-only children (see, for example, Barnett, Yarosz, et
al., 2007; Ballantyne et al., 2008).

Preschool Participation Is the Norm, but High-Quality
Preschool, with Features That Promote School
Readiness, Is Not

This scientifically sound body of evidence demonstrating meaningful
benefits from high-quality preschool programs suggests that preschool
may be a promising strategy for addressing California’s dual gaps in
school readiness and student achievement. To assess the potential for
preschool to narrow these gaps, we need to determine the extent to
which children in low-performing groups already participate in high-
quality early-learning programs. If their participation is low, it sug-
gests that there is scope for increasing access to programs that could
better prepare children for school and raise subsequent academic per-
formance. If participation is already high, it suggests that there is less
of an opportunity for preschool to make a large difference.

To assess the extent of current participation in various ECE set-
tings and the quality of those experiences, the study team collected
information through a telephone survey in the first half of 2007 from a
representative sample of 2,025 California families with a child eligible to
enter kindergarten in the fall of 2007 or 2008 (Karoly, Ghosh-Dastidar,
etal., 2008a). We also conducted telephone interviews with the center-
based providers that families use, completing interviews with the direc-
tor or lead classroom teacher (often both) in more than 600 center-
based programs. For a random sample of 250 of those center-based
programs, we also had trained observers visit the classroom to collect
objective assessments of the setting, such as observed group size, child-
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staff ratios, health and safety practices, classroom resources, the nature
of the interactions between teachers and children, and the learning
supports that teachers provide.'® The data collected were designed to
incorporate several features not available from existing sources: a rep-
resentative sample of California children one or two years away from
kindergarten entry, the ability to identify kindergarten-entry cohorts,
detailed information on the range of nonparental ECE arrangements,
objective measures of ECE program quality, and sufficient sample sizes
to analyze ECE utilization and quality for key population subgroups.

Participation in Center-Based ECE Is the Norm for California
Preschoolers

The information collected from the parent interviews demonstrate that,
in getting ready for school, time in nonparental ECE arrangements—
especially center-based programs—is the norm in California. The
estimates from our study indicate that nearly three out of every four
preschool-age children in California have one or more regular non-
parental ECE arrangements, and most of those children (59 percent)
have at least one center-based arrangement. As shown in Figure 2.3,
according to provider responses, most of these center-based programs
(50 out of 59 percent) can be labeled preschool, prekindergarten, or
nursery-school programs, as opposed to child care or other custodial
care (9 out of 59 percent).

Among four-year-olds, participation rates are even higher, reach-
ing nearly 80 percent in any nonparental ECE, 67 percent in center-
based programs in general, and 57 percent in a center-based preschool
program. The comparable figures for three-year-olds are 71 percent in
any nonparental ECE, 51 percent in center-based settings, and 42 per-
cent in center-based preschools of various sorts.

10° Additional detail about the survey and observational data can be found in Karoly, Ghosh-
Dastidar, et al. (2008a).
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Figure 2.3
Percentage Distribution of Preschool-Age Children in California Across ECE
Arrangement Types
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SOURCE: Karoly, Ghosh-Dastidar, et al. (2008, Figure S.2), based on RAND California
Preschool Study household survey and provider survey data.

NOTE: Sample is all children. Sample size is 2,025. When there are multiple ECE
arrangements for a child, if there is any center-based ECE, the focal arrangement is
the center arrangement with the most weekly hours. Otherwise, the focal arrange-
ment is the home-based setting (relative or nonrelative care) with the most weekly
hours. Totals may not sum to 100 because of rounding.
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Quality Is Mixed in Center-Based Programs

Participation in center-based programs, however, is no guarantee of
quality. Our study, like others, has conceptualized quality in center-
based ECE settings in terms of both structural and process elements,
and there is variation in quality within both domains. Like other
studies, our conclusions rest largely on objective assessments of these
various dimensions of ECE quality by trained, independent observ-
ers, which is particularly important for the process measures, as they
are not amenable to self-reports or casual observation.! For each qual-

11 Barnett, Howes, and Jung (forthcoming) also examine a range of quality measures for the
207 California State Preschool program classrooms in their sample for Fresno, Los Angeles,
and Sacramento. While their sample frame differs from ours in terms of geographic cover-
age (our sample represents the 32 most populous counties in the state, covering 97 percent
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ity dimension, we estimated the fraction of children in center-based
settings that would meet well-established benchmarks for quality or
a range of benchmarks. These benchmarks are those associated with
accreditation criteria, such as those set out by NAEYC and others. In
some cases, the benchmarks are based on the levels attained in effective
preschool programs.

Structural quality captures such program features as teacher edu-
cation and training, group size, child-staff or child-adult ratios, curric-
ulum, and health and safety practices. Such measures are more readily
observed, and most are regulated by the government through licensing
or requirements in publicly funded programs. In terms of structural
elements, as seen in Figure 2.4, the fraction of children in center-based
settings that meet quality benchmarks is highest for group size and the
ratio of children to staff or adults. About 70 to 80 percent of preschool-
age children in center-based settings are in programs that have no more
than 20 children, on average, when observed, and a child-staff ratio
that is, on average, no higher than 10 to 1. Those percentages reach
about 90 percent if we set the benchmark for group size at 24 children
and use a child-adult ratio of 10 to 1 instead of a child-staff ratio at this
benchmark (i.e., volunteers can be included along with staff).

Another key structural element is the education and training of
the lead teacher. In this case, there is less of a consensus in the early-
childhood field, but most benchmarks that define high-quality pro-
grams specify at least an associate’s degree, if not a bachelor’s degree,
and often the degree requirements are combined with specialized ECE
training. As shown in Figure 2.4, at best, 67 percent of preschool-
age children are in centers that meet a benchmark of having a lead
teacher with an associate’s degree in any field. That percentage falls to
27 percent if the benchmark is set at a bachelor’s degree in the ECE
field (the level of training for teachers in proven preschool programs,
such as Perry Preschool and Chicago CPC, and what is required in

of preschool-age children) and diversity of provider types (our sample covers both public
and private center-based programs), the findings with respect to such measures of quality as
group sizes, child-staff ratios, teacher education and training levels, and quality rating scales
are very consistent.
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Figure 2.4
Percentage of Preschool-Age Children in California in Center-Based ECE
Arrangements in Programs Meeting Quality Benchmarks
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SOURCE: Karoly, Ghosh-Dastidar, et al. (2008a, Figure S.4), based on RAND
California Preschool Study provider survey data and provider observation data.

NOTE: Sample is children in center-based ECE arrangements. Sample size is 615.
CLASS = Classroom Assessment Scoring System.
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effective state preschool programs, such as Oklahoma’s). Notably, nei-
ther California licensing standards under Title 22 nor the standards for
the Title 5 state-funded child development programs require a postsec-
ondary degree for the lead teacher. Shortcomings are also evident for
other structural elements, such as the use of a research-based curricu-
lum and meeting basic health and safety standards (see Karoly, Ghosh-
Dastidar, et al., 2008a, for additional detail).

Process quality encompasses aspects of the environment that define
children’s experiences, such as the activities in which they engage, the
nature of teacher-child and peer-to-peer relationships, the management
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of the classroom and use of time, and teachers’ approaches to fostering
learning and healthy development. These aspects of quality are more
challenging to measure but are usually found to be more predictive of
whether a given preschool is preparing children to succeed in kinder-
garten and beyond. Process quality can be assessed using standardized
measurement tools. In our case, we rely on two subscales of the Early
Childhood Environment Rating Scale, revised edition (ECERS-R) and
the complete CLASS, which have been widely used in other studies of
ECE quality. Both the ECERS-R and the CLASS are scored on a scale
from 1 to 7, where a score of 3 or lower denotes poor quality and 5 and
above indicates good quality.

The highest scores across the ECERS-R and the CLASS that we
measured were, on average, for the Emotional Support, Classroom
Organization, and Student Engagement domains of the CLASS, all of
which were close to or exceeded an average score of 5 for all children in
center-based settings. In contrast, the two subscales of the ECERS-R
for space and furnishings and activities had a combined average of 4.1,
falling short of the “good” label. Indeed, as shown in Figure 2.4, if we
use a benchmark score of 5 or higher on the ECERS-R, just 22 percent
of California preschool-age children in center-based settings are in pro-
grams that would meet that benchmark.

The even-lower average score on the CLASS Instructional Sup-
port for Learning (ISL) domain, falling at the low end of the construct
(an average of 2.6), is of particular concern, as this domain is one of the
strongest predictors of gains in measures of school readiness and later
school achievement (Hamre and Pianta, 2005; Howes et al., 2008). In
the case of the CLASS ISL domain, we used as a benchmark the average
ISL score in Tulsa, Oklahoma’s, effective universal preschool program,
in which the CLASS has also been measured. The Oklahoma average is
3.2, and we find that just 24 percent of preschool-age children center-
based settings are in programs that would meet that benchmark. Thus,
the results from the CLASS indicate that teachers in center-based pro-
grams are relatively successful in providing an engaging, emotionally
supportive, and well-managed environment for learning but that they
are not as successful in promoting higher-order thinking skills, provid-
ing quality feedback, and developing students’ language capacity.
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The Children Who Could Benefit Most Are Less Likely to
Participate in High-Quality Early-Learning Opportunities

The high rate of utilization of center-based ECE programs masks the
often substantial differences in use across groups of children defined by
various characteristics. Some of the sharpest contrasts occur between
more and less socioeconomically disadvantaged groups. For exam-
ple, as shown in Figure 2.5, just 45 percent of preschool-age children
whose mother has less than a high-school diploma are in center-based
programs, compared with 80 percent of those whose mothers have a
graduate or professional degree—a 35-percentage-point difference. A
strong income gradient means that use of any ECE arrangements and
center-based arrangements can be as much as 20 percentage points
higher in moving from the low end of the economic ladder to the high
end. For instance, among children in economically disadvantaged
homes—using the same definition used by CDE to analyze CST
results—49 percent participate in center-based programs, compared
with 69 percent of those in non—economically disadvantaged homes
(see Figure 2.5). When children are classified by race-ethnicity, the
lowest rates of utilization of center-based arrangements is found for
Latinos (51 percent). Asians have the highest rate of participation in
center-based settings (71 percent). These groups with the lowest rates of
participation are the same ones identified earlier with the largest gaps
in school readiness and subsequent school achievement—the groups
that could potentially benefit the most if they had increased access to
high-quality early-learning opportunities.

At the same time, the quality shortfalls discussed already for
center-based programs in general are evident across the socioeconomic
and demographic spectrum. For the most part, a comparison of quality
along each of the structural and process dimensions shows modest dif-
ferences across groups of children classified by various characteristics.
No groups stood out, especially on those dimensions on which short-
falls were the largest, such as the ECERS-R and the CLASS, as having
high quality on average.
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Figure 2.5
Percentage of Preschool-Age Children in California in Center-Based ECE
Arrangements, by Characteristic
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SOURCE: Karoly, Ghosh-Dastidar, et al. (2008a, Figure S.3), based on RAND
California Preschool Study household survey data.

NOTE: Sample is all children. Total sample size is 2,025. For mother’s education, the
associate’s degree category includes those with a vocational/technical diploma and
the bachelor’s degree category includes those who have some postbaccalaureate
education but no degree. A joint test of the null hypotheses that use of center-
based ECE is equal across groups is rejected at the 5-percent level of significance for
each characteristic.
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To the extent that differences across groups exist, they are largest
for children defined by race-ethnicity and, to a lesser extent, by income
relative to poverty. By race-ethnicity, quality measures tended to be the
lowest for African Americans and highest for whites; Latinos some-
times had better outcomes and Asians scored on both the high and
low ends. For some quality dimensions, the patterns by income show
a positive quality-income gradient, but quality for other dimensions is
higher at the low end of the income ladder and lower at the high end.
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In part, the reversal of the pattern at the low end of the income
scale can be attributed to the higher quality on such structural dimen-
sions as teacher education found in publicly funded programs (e.g.,
California Title 5 programs, public prekindergarten programs, and
Head Start), which largely serve children in low-income families. At
the same time, higher quality for lower-income children on these struc-
tural dimensions does not necessarily translate into higher quality for
these groups of children on the process dimensions. This is because
structural characteristics, such as teacher education, are strong but not
definitive predictors of process quality as measured in the ECERS-R
and the CLASS.

The combination of low utilization of center-based ECE for the
groups of preschool-age children with the largest readiness and achieve-
ment gaps and low rates of programs meeting quality benchmarks
among those in center-based settings means that the children who
could potentially benefit the most from high-quality preschool pro-
grams have very low rates of participation in such programs. As shown
in Figure 2.6, based on the structural quality measures (i.e., group size,
the child-staff ratio, or the education level of the lead teacher), any-
where from 20 to 50 percent of preschool-age children in the groups
with the largest school-readiness and achievement deficits are cur-
rently participating in center-based ECE programs that meet quality
benchmarks. If, instead, we rely on the process measures of quality,
at best, 10 to 15 percent of preschool-age children in the groups that
could potentially benefit the most are in higher-quality center-based
ECE programs. These low rates of participation in programs with fea-
tures associated with improvements in school readiness and academic
achievement represent a missed opportunity to promote the cognitive
and social development of more-disadvantaged children through effec-
tive preschool programs.
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Figure 2.6
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Publicly Funded ECE Programs in California Are Not
Designed to Achieve Maximum Child Development
Benefits

Like other states, California uses an array of federal, state, and local
funds to provide subsidized child-care and early-learning services to
children one or two years before they enter kindergarten. Based on
program information provided by state program administrators, as
well as administrative data and interviews with officials implement-
ing programs in several California counties, we were able to assemble
the pieces to provide a better understanding of the publicly subsidized
ECE system serving preschool-age children as a whole (Karoly, Rear-
don, and Cho, 2007a). The picture that emerged was of a complex
system that is underfunded and not designed to promote or reward the
provision of high-quality early-learning opportunities to the disadvan-
taged children it is designed to serve.

The System Is Complex, with Dual Motivations

At the time of the study, we focused on the 11 distinct programs
funded with federal, state, and local monies, as listed in Table 2.4. As
noted in Chapter One, when AB 2759 takes effect in July 2009, the
first three state Title 5 child development programs listed in Table 2.4
(California State Preschool program, General CCD, and PKFL) will be
consolidated into a single program, thereby simplifying the system to
some extent (see Figure 1.1 in Chapter One). The current system and
the more streamlined system target at-risk children, although eligibility
varies across programs and program groups (see Karoly, Reardon, and
Cho, 2007a, for more detail). By our estimate, in state FY 2005-2006,
about $1.9 billion in public funding was used to subsidize the part- and
full-time care of about 260,000 preschool-age children through these
programs.'?

12 The estimate of $1.9 billion does not fully capture all local dollars added to the subsidized
ECE system serving preschool-age children. Moreover, funds for most programs are not
tracked by child age, so the figure is our best approximation.
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Table 2.4
Publicly Funded ECE Programs in California Covered in Study

Licensing/
Provider Types Regulatory
Program Subsidized Mechanism
Federal programs
Title | Licensed centers,  Title 22/Head Start
licensed family Performance
Head Start child-care homes  Standards
State Title 5 child development programs
California State Preschool program Licensed centers,  Title 22/Title 5
(part and full day)?® licensed family
child-care homesP
General CCD2
PKFL (part and full day)?
Migrant CCD
Cal-SAFE
State and local preschool expansion programs
PoP demonstration projects Licensed centers,  Title 22/Title 5, and
licensed family local First 5
child-care homes
CalWORKSs and non-CalWORKs AP programs
CalWORKs stages 1, 2, and 3 Licensed centers,  Title 22
licensed family
Cal-Learn child-care homes,
license-exempt,
AP programs (non-CalWORKs) home-based
providers

SOURCE: Karoly, Reardon, and Cho (2007a, Table 2.1).

@ Program will be consolidated into the California State Preschool program as of July
2009 under AB 2759.

P The California State Preschool, PKFL, and Migrant CCD programs generally do not
use licensed family child-care homes.

As shown in Table 2.4, the system subsidizes ECE services pro-
vided by a mixture of public and private providers—Ilicensed centers
(school based or not), licensed family child-care homes, and license-
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exempt, home-based providers.’* License-exempt care (which may
include care provided in the child’s own home) is subsidized only
through the AP programs listed at the bottom of the table. In addi-
tion to variation in licensing requirements, the programs in Table 2.4
differ in terms of other regulations that govern program requirements.
Generally, the Head Start Performance Standards that govern the
federally funded programs and the Title 5 regulations that govern
the state-funded child development programs and preschool expan-
sion programs are more stringent in terms of requirements for group
sizes, child-staff ratios, teacher qualifications, and other program ser-
vices than the base licensing requirements under California’s Title 22.
Finally, the first three program categories are funded through grants
or contracts to provide care for a given number of eligible children,
whereas the AP programs are funded through direct payments to the
licensed or license-exempt providers made through the state-contracted
AP program intermediaries (e.g., a local resource and referral agency or
county office of education).

The system in place today evolved with two different motivations
for providing subsidized care. Some components of the system, such as
Head Start, Title I, and the California State Preschool program, aim
to provide developmentally appropriate care and early-learning oppor-
tunities for at-risk and economically disadvantaged children as a way
to support healthy child development and to prepare children to suc-
ceed in kindergarten and beyond. As such, these developmentally ori-
ented programs have the more stringent program requirements, but pro-
grams may only be part day and thus not able to meet working parents’

need for full-day care. Other components of the system, such as the
CalWORKSs and non-CalWORKSs AP programs, are designed primar-

13 Under California law (Title 22), an individual providing care in his or her own home to
children from one unrelated family, possibly in addition to his or her own children, is not
required to be licensed by the Community Care Licensing Division of CDSS. Otherwise, an
individual providing care in his or her own home must be licensed under Title 22, either as
a small (up to eight children) or large (up to 14 children) family child-care home. A provider
offering care in a group setting outside a home environment must be licensed as a child-care
center under Title 22. See Karoly, Reardon, and Cho (2007a) for additional detail, including

some exemptions.
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ily to support low-income working parents in their need for child care.
These child care—oriented programs place a priority of making full-day
care available to those who need it, with a more flexible reimburse-
ment mechanism that provides parents with more choice in providers
(including the use of license-exempt care). Some components of the
system, such as Head Start and CDE-administered Title 5 programs
that provide full-day care, share both motivations.

The System Is Not Designed to Promote or Reward Quality

This divergence in motivations means that the quality of the services
children receive and the implications for child development are not
always front and center. By our estimate, about one in five preschool-
age children participating in a subsidized program receives care in a
center- or home-based setting with minimal or no licensing require-
ments (i.e., only Title 22 licensing applies or the provider is license
exempt). For the other four in five children in subsidized settings
with the higher Title 5 or Head Start standards, many of the program
requirements fall below nationally recognized benchmarks for quality
programs. Although low standards do not necessarily equate to poor
quality (since providers may exceed licensing or regulatory require-
ments), the inattention to quality represents a missed opportunity for
preschool-age children where there is great potential to have a positive
influence on their developmental trajectory through high-quality ECE
arrangements with a child development focus.

Although we know that there are important features of care set-
tings for preschool-age children that can promote strong development,
the subsidized care system in California is not designed to reward qual-
ity in providers receiving subsidies. First, with the exception of the PoP
demonstration projects being implemented in nine counties, providers
that exceed minimum program standards do not receive higher rates
of reimbursement. This is despite the fact that efforts to achieve bench-
marks associated with higher-quality programs and related to such fea-
tures as teacher qualification and professional development, group size,
or child-staff ratios will usually entail higher program costs, whether
for higher salaries to attract and retain a more qualified staff, resources
for more staff development, or the added costs of lower ratios.
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Second, the programs with a focus on child development (e.g.,
Head Start, Title I, state Title 5 programs) have the highest standards
for such program features as group size, child-staff ratios, and staff
qualifications. Yet, particularly for the CDE-administered Title 5
programs, the reimbursement rate is effectively fixed for all provid-
ers across the state, regardless of differences in the cost of providing
care or the quality of the care provided. In contrast, the components
of the subsidized ECE system with lower quality standards—namely,
the CalWORKSs and non-CalWORKSs AP programs, which can subsi-
dize license-exempt care, settings that are essentially unregulated—the
reimbursement rates are tied to market rates that are allowed to vary
across the state and providers are reimbursed at their nonsubsidized
rates up to the market ceiling. In the 22 counties where nearly 80 of
preschool-age children live, those market rates as of 2006 exceeded the
standard reimbursement rate for CDE contract programs. This reim-
bursement structure provides an explicit disincentive for many provid-
ers to participate in the contract-based ECE system with higher stan-
dards and a child development focus.

The System Is Not Funded to Serve All Children Who Are Eligible
Finally, because most programs listed in Table 2.4 are not fully funded
to serve all children who meet the eligibility requirements, the frac-
tion of eligible children who can be served depends on funding levels.
Although Head Start is available primarily to families with income
below the federal poverty line, California Title 5 programs are open to
children in families with income up to 75 percent of California SMI,
adjusting for family size (equivalent to about 240 percent of the federal
poverty line as of July 2006 for a family of four, or $48,400). We esti-
mated that just over half of preschool-age children in California would
qualify for one or more federal- or state-funded ECE programs as of
2006, or about 285,000 children in each annual cohort.

However, current funding for programs with a child development
focus, such as Head Start and the state Title 5 child development pro-
grams, is not sufficient to serve all children who would be income
eligible. We estimated that, given the available funding as of October
2006, fewer than half of the three- and four-year-olds in California
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who would be eligible for publicly funded programs designed to pre-
pare them for elementary school (e.g., Head Start or California State
Preschool program) could be served by those programs because of
limited funding. Table 2.5 shows that the fraction of eligible children
served is higher for four-year-olds than three-year-olds.

How many children are left unserved? In other state (publicly)
funded preschool programs, such as New Jersey’s geographically tar-
geted preschool program and Oklahoma’s universal preschool pro-
gram, participation rates are as high as 80 percent.’ Assuming that
80 percent of those eligible in California would choose to participate,
the current system serves 66 percent of eligible four-year-olds and

Table 2.5
Estimated Gap in Eligibility and Enroliment for Subsidized ECE Programs in
California with a Child Development Focus, October 2006

Measure Three-Year-Olds Four-Year-Olds

Estimated number of children eligible for 286,166 283,472
federal- or state-subsidized ECE programs

Estimated number of children enrolled in ECE 72,766 149,673
programs with a child development focus?

Estimated gap between eligibility and

enrollment
Assuming 80% participation rate among 156,166 77,104
those eligible
Assuming 100% participation rate among 213,399 133,799
those eligible

SOURCE: Karoly, Reardon, and Cho (2007a, Table 3.5).
@ Programs are Head Start, Title I, or state Title 5 programs.

14 New Jersey’s Abbott district preschool programs serve children in the state’s 31 highest-
poverty school districts (those where 40 percent of children or more qualify for free or
reduced-price lunch) (Barnett, Hustedt, Hawkinson, et al., 2006). As of the 2005-2006 pro-
gram year, 78 percent of three- and four-year-old children in eligible districts were enrolled
in the part- or full-day program. As reported in Barnett, Hustedt, Friedman, et al. (2007),
Oklahoma’s state-funded preschool program combined with Head Start served 84 percent of
four-year-olds in 2006-2007.
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32 percent of eligible three-year-olds in child development—oriented
programs. With this assumed participation rate, more than 150,000
additional three-year-olds and 75,000 four-year-olds could be served if
full funding were available.

At the same time that programs are not fully funded, the struc-
ture of the enrollment, contracting, and reimbursement system for state
Title 5 programs leads to unspent monies every year (see Karoly, Rear-
don, and Cho, 2007a, for additional detail). For state FY 2005-2006,
estimates suggest that $80 million to $100 million in Title 5 child
development monies were not spent in the year in which they were
appropriated. Other inefficiencies in the system arise from the multi-
plicity of programs and the process of matching children to spaces and
rationing the limited spaces available.

The end result is a system that devotes substantial resources each
year to subsidize the care of preschool-age children but without closely
tying those dollars to the quality or stability of the care that the chil-
dren receive. From the perspective of child development, the dollars
spent are not used in such a way as to have their greatest impact on
children’s developmental trajectories—in other words, to achieve the
types of benefits documented in the effective programs discussed ear-
lier in this chapter.

Expanding Access to High-Quality Preschool for
Disadvantaged Children Can Narrow the
Achievement Gap

All of the evidence presented thus far—sizable achievement gaps in the
early elementary grades; rigorous evidence of favorable effects of high-
quality preschool on student achievement, especially for disadvantaged
children; and low rates of current participation in high-quality pre-
school programs among those with the largest achievement deficits—
suggests that raising preschool access or quality (or both) could help
reduce achievement gaps in the early elementary grades. In this section,
we estimate how much of the current achievement gaps might be nar-
rowed under various policy scenarios. This exercise, modeled on one
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conducted by Magnuson and Waldfogel (2005), requires a number of
assumptions. Thus, before presenting the results, we first outline the
approach and associated assumptions, along with several alternatives
that we employ to assess how sensitive our results are to variation in
those assumptions.

Analytic Approach and Assumptions

To begin, the exercise assumes provision of a one-year subsidized pre-
school program available to four-year-olds, either to all children or
on a targeted basis. For this population, we focus on the potential for
various preschool policy options to affect the gaps in student achieve-
ment as of second or third grade by race-ethnicity—specifically, the
gap between Latinos and whites and between African Americans and
whites. Although earlier in this chapter we presented achievement dif-
ferences in terms of reaching proficiency in English-language arts or
mathematics, this exercise requires that we consider achievement gaps
in terms of effect sizes—in other words, the gap in standardized mean
scale scores between racial-ethnic groups. For reference, Table 2.6 shows
the standardized scores for Latinos, African Americans, and whites for
2007 second- and third-grade CST scores in English-language arts and
mathematics. Results are shown in absolute terms and, for the first two
groups, relative to whites. In effect, the gap in student achievement in
second and third grades between Latinos and African Americans and
their white counterparts amounts to about 0.6 to 0.7 standard devia-
tions. The question is, then, how much of this gap could be narrowed
by changes in preschool policy?

Preschool policy changes may center on raising participation rates,
increasing quality, or both. And any of these changes may be either tar-
geted to specific groups of students or made available to all children on
a universal basis. In terms of participation rates, we assume an increase,
either for targeted groups or for all children, to a maximum of 80 per-
cent. As noted earlier, this is the participation rate achieved in New
Jersey’s geographically targeted preschool program, as well as in Okla-
homa’s universal preschool program.



Table 2.6
Absolute and Relative Achievement-Score Differences, by Race-Ethnicity: 2007 CST in Second- and Third-Grade

English-Language Arts and Mathematics

Difference in Standardized Mean Scale
Absolute Standardized Mean Scale Score Score

African American
Test Latinos African Americans Whites Latino Versus White Versus White

Second grade

English-language -0.30 -0.22 0.40 -0.70 -0.61

arts

Mathematics -0.25 -0.36 0.36 -0.62 -0.72
Third grade

English-language -0.32 -0.23 0.44 -0.76 -0.67

arts

Mathematics -0.25 -0.38 0.33 -0.57 -0.71

SOURCE: Author’s analysis of 2007 CST data.

NOTE: Achievement scores are standardized within grade and subject to mean 0 and standard deviation of 1. Numbers may not add
because of rounding.
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To model targeted programs, we stratify the population of
preschool-age students in the three racial-ethnic groups of interest into
three categories based on family income:

* lowest income: those with income below poverty (i.e., the eligibil-
ity threshold for Head Start®)

* low income: those with income between poverty and the CDE
income threshold for subsidized ECE eligibility (equivalent to 75
percent of SMI)

* higher income: those not eligible for subsidized ECE in Califor-
nia.

To evaluate each policy scenario, we need estimates of current
participation rates in preschool programs overall and by quality as a
measure of the starting point or baseline. Estimates of participation in
center-based ECE programs by race-ethnicity and income groups for
California four-year-olds are based on the data collected for this study
and parental reports of ECE participation. Since quality differences
across groups were modest, we assume, regardless of race-ethnicity or
income level, that 20 percent of children in center-based ECE pro-
grams are in high-quality settings that can be expected to produce
the types of results in terms of academic achievement gains, equal to
what has been measured for the effective programs discussed earlier in
the chapter. The remaining 80 percent of children in center-based pro-
grams are assumed to be in lower-quality settings that would require
additional improvements to reach the high-quality level.

15 The reauthorization of Head Start in December 2007 allows Head Start programs to
enroll up to 35 percent of children with family income between 100 and 130 percent of the
poverty line, provided that the program can demonstrate that children of families that are
below the poverty line are already being served. Since Head Start funding is not sufficient to
enroll eligible children with family income below poverty, it is not clear how often programs
will be able to justify, in practice, serving children from families with incomes above the
poverty line. There is also the option in the California State Preschool program of enrolling
children with income above the state eligibility threshold (75 percent of SMI), but again,
since the program is not fully funded to serve all those who qualify, fewer than 2 percent
of enrollments go to children from families with incomes that exceed the eligibility limit
(Karoly, Reardon, and Cho, 2007a).
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We also need to make an assumption about the magnitude of the
effect size associated with moving a child from no preschool to either
lower- or higher-quality preschool and from lower-quality preschool to
higher-quality preschool. Our baseline estimate assumes a maximum
effect size of 0.3, which is consistent with effects on student achieve-
ment by second and third grade for Perry Preschool and Chicago CPC
reported in Table 2.2.16 However, this effect size is based on evaluations
with control groups that largely did not participate in preschool com-
pared with groups participating in high-quality preschool programs.
In increasing participation, we might expect the effect size of 0.3 to
be attenuated for those who move from no program to a lower-quality
program. The effect size might also be attenuated for those moving
from participating in a lower-quality program to a higher-quality pro-
gram (if there is some benefit to being in a lower-quality program over
being in no program). Since the effect size of 0.3 is based on programs
that served highly disadvantaged children, we might also expect the
effect to be attenuated when more-advantaged children are served.

With these considerations in mind, Table 2.7 shows the baseline
assumptions and two alternatives with respect to effect sizes of pre-
school on student achievement in second or third grade. Under the
baseline assumption of a maximum effect size of 0.3 for moving a child
in the lowest income group from no preschool to high-quality pre-
school, the effect size is assumed to be attenuated by one-third for those
moving from some preschool to high-quality preschool and by two-
thirds for those moving from no preschool to lower-quality preschool.!”

16 This effect size is also consistent with results from recent meta-analyses, such as those by
Anderson et al. (2003); Nelson, Westhues, and MacLeod (2003); and Camilli et al. (2010).
For example, based on a meta-analysis of 123 studies, Camilli et al. (2010) report an esti-
mated effect size of preschool programs on cognitive outcomes of 0.47 immediately after
treatment (i.e., ages three to five) and of 0.23 in the short term (i.e., ages five to ten).

17 There is relatively little empirical basis for selecting the magnitude of the attenuation
factors for our analysis in the baseline or alternative scenarios, as most studies of preschool
program effects do not consider different control-group conditions (e.g., a control group of
no preschool versus a high-quality preschool or a control group of a low-quality preschool
versus a high-quality preschool) or differences in program effects by economic status. Never-
theless, there is some evidence on which we can draw in making the assumptions shown in
Table 2.7. For example, the higher effect sizes reported in Table 2.1 for the Tulsa, Oklahoma,
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Table 2.7
Assumptions Regarding Effect Sizes from Increase in Preschool
Participation or Quality or Both

Effect Size
Lowest Low High
Assumption Income Income Income
Baseline
No preschool to high-quality preschool 0.3 0.2 0.1
No preschool to lower-quality preschool 0.1 0.1 0.0
Lower-quality preschool to higher-quality preschool 0.2 0.2 0.1

Alternative | (baseline with less attenuation)

No preschool to high-quality preschool 0.3 0.3 0.1
No preschool to lower-quality preschool 0.3 0.3 0.0
Lower-quality preschool to higher-quality preschool 0.3 0.3 0.1

Alternative Il (baseline with 0.6 effect size)

No preschool to high-quality preschool 0.6 0.4 0.2
No preschool to lower-quality preschool 0.2 0.2 0.0
Lower-quality preschool to higher-quality preschool 0.4 0.4 0.2

SOURCE: Author’s assumptions.

program compared with the Head Start program may be attributable to the higher quality of
the Oklahoma program (measured, for example, by teacher qualifications). The Oklahoma
effect sizes are consistently about 2.5 times the magnitude of the Head Start effect sizes for
the child development measures they have in common. In Table 2.7, the baseline assumption
is that a high-quality preschool generates an achievement effect that is two to three times that
of a low-quality preschool, compared with the alternative of no preschool. As another exam-
ple, the Oklahoma evaluation provides a comparison of program effects by child economic
status. As shown in Figure 2.2, the effect sizes for the lowest income group (those eligible for
a free lunch) are about 1.2 to 1.6 times the effect sizes for those in the highest income group
(those not eligible for a free or reduced-price lunch), depending on the child development
measure. In Table 2.7, the baseline assumption is that the effect sizes are 1.5 to 3 times as
large for the lower or lowest income group as they are for the highest income group. So, argu-
ably, the baseline attenuation factors assumed in Table 2.7 may be considered conservative.
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The baseline also assumes that the effect size is attenuated in moving
from the lowest income tier to the highest. The first alternative scenario
retains the maximum effect size of 0.3 but assumes no attenuation with
the type of participation or quality change and no attenuation for the
lowest two income tiers. Finally, the second alternative scenario applies
the same attenuation pattern as the baseline but assumes that the maxi-
mum effect size is twice as big, i.e., 0.6. This effect size is consistent
with the magnitude of the effects of preschool programs on school-
readiness measures (see Table 2.1) and provides a gauge of the potential
effects of the policy scenarios we consider on school-readiness gaps.'s

With these assumptions, we consider the following policy
scenarios:

A. Raise participation in center-based ECE programs for all chil-
dren to 80 percent with no change in quality.

B. Raise quality for all children currently participating in center-
based ECE programs to the high-quality tier with no change in
participation rate.

C. Raise participation to 80 percent for children in the lowest two
income tiers only and increase quality for all participants.

D. Raise participation to 80 percent for children in the lowest
two income tiers only and increase quality only for the same
groups.

E. Raise participation to 80 percent for children in the lowest
income tier only and increase quality only for the same group.

E. Raise participation to 80 percent for all children and increase
quality for all.

18 Magnuson and Waldfogel (2005) perform their analysis for school-readiness gaps, and
0.6 is in the range of effect sizes they consider. We do not have California-specific estimates
for a statewide representative sample of the magnitude of existing school-readiness gaps by
race-ethnicity comparable to what we report for achievement gaps in Table 2.6. However, we
can expect that the school-readiness gaps of are of similar magnitude to those observed for
achievement gaps, given evidence from national data and data from other states (Magnuson

and Waldfogel, 2005).
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The first two scenarios are universal changes but for only one
dimension: participation or quality, respectively. In the first scenario,
in which only participation rates increase, the distribution of children
by setting quality is assumed to remain unchanged. In other words,
20 percent of the new participants are assumed to be in the highest-
quality settings, and the other 80 percent are assumed to be in the
lower quality tier. The third through fifth scenarios combine targeted
participation increases either with universal quality improvements or
with only targeted quality improvements. Scenarios D and E differ
in that E targets participation and quality changes only for the lowest
income tier, those children in families with incomes below the pov-
erty line, whereas D also includes the next income tier in the targeted
changes. Finally, the last scenario assumes increases in participation
and quality for all.

Effects of Alternative Policy Scenarios on Achievement Levels and
Gaps

With these assumptions, Table 2.8 shows the effects on student
achievement for Latinos, African Americans, and whites of the dif-
ferent policy scenarios under the three effect-size assumptions (base-
line, alternative I, and alternative II). The first three columns of table
results show the estimated absolute change in the standardized score
for each racial-ethnic group, which can be interpreted as an effect size
(i.e., standard deviation units). The next two columns express the abso-
lute change for Latinos and African Americans as a percentage of the
current score gap with whites in English-language arts in the third
grade (see Table 2.6)." This percentage effect can be interpreted as the
fraction of the minority-white score gap that would be closed if white
students made no gains as a result of the policy changes. This would be
the case if, for example, the policy change could be targeted not only
by income tier but also by race-ethnicity. Finally, since white students

19 Results would be similar if we used the second-grade English-language arts score gap.
The mathematics score gap is smaller than the English-language arts gap for Latinos, so the
percentage effects we report would be somewhat smaller if we used the mathematics score
gap as the basis for the comparison. The reverse would be true for African Americans, at least
for second-grade mathematics.



Table 2.8
Effect of Preschool Policy Changes on Racial-Ethnic Achievement Gaps, Under Alternative Assumptions

Score Change (percentage of third-grade English-
language arts score gap with whites)

Absolute Standardized Score Change

Change (standard deviation units) Absolute Relative to Whites
Policy-
Change African African African
Scenario Participation  Quality Latinos Americans Whites Latinos Americans Latinos Americans
Baseline
A Universal  No change 0.02 0.01 0.01 2.0 1.0 1.4 0.2
B No change  Universal 0.09 0.11 0.08 12.0 16.5 1.8 5.0
C Targeted Universal 0.12 0.12 0.09 15.9 18.0 4.6 5.2
D Targeted Targeted 0.1 0.1 0.05 14.3 16.5 8.0 9.4
E Very Very 0.07 0.06 0.02 8.8 9.5 5.9 6.3

targeted targeted

F Universal Universal 0.13 0.12 0.09 16.5 18.3 4.6 4.9

Alternative | (baseline with less attenuation)

A Universal  No change 0.03 0.02 0.01 4.4 2.4 3.0 0.9
B No change  Universal 0.13 0.16 0.10 171 23.8 4.4 9.5
C Targeted Universal 0.16 0.18 0.1 21.4 26.2 7.4 10.4

D Targeted Targeted 0.15 0.17 0.07 19.7 24.7 10.8 14.6
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Table 2.8—Continued

Score Change (percentage of third-grade English-
language arts score gap with whites)

Absolute Standardized Score Change

] Change (standard deviation units) Absolute Relative to Whites
Zﬁg;)ge African African African
Scenario Participation  Quality Latinos Americans Whites Latinos Americans Latinos Americans
E Very Very 0.09 0.10 0.03 11.5 14.2 77 10.0

targeted targeted
F Universal Universal 0.17 0.18 0.11 22.0 26.5 7.5 10.1
Alternative Il (baseline with 0.6 effect size)
A Universal  No change 0.03 0.01 0.01 4.1 2.0 2.7 0.5
B No change  Universal 0.18 0.22 0.15 24.0 32.9 3.6 10.0
C Targeted Universal 0.24 0.24 0.17 31.8 36.1 9.2 10.5
D Targeted Targeted 0.22 0.22 0.10 28.6 33.0 16.0 18.8
E Very Very 0.13 0.13 0.04 17.5 19.1 11.8 12.6
targeted targeted
F Universal Universal 0.25 0.25 0.18 33.1 36.7 9.3 9.8

SOURCE: Author’s analysis of 2007 CST data and RAND California Preschool Study household survey data.
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will also gain from the universal or targeted policy changes (although
by smaller amounts, because their participation rates in high-quality
programs are higher to start), the last two columns account for the
relative test-score gains of Latinos and African Americans compared to
whites and express the relative score change as a percentage of the cur-
rent score gap in third-grade English-language arts.

To illustrate the interpretation of the results in Table 2.8, consider
the baseline results under policy scenario A, in which participation is
increased for all racial-ethnic and income groups to 80 percent with
no change in quality. The estimates indicate a gain of 0.02 standard
deviation units in Latino test scores and half again as much for African
Americans and whites. This small effect reflects the fact that 80 per-
cent of the increase in participation will be in lower-quality programs
(consistent with the current quality distribution), for which we have
assumed an effect size of 0.1. These absolute changes for Latinos and
African Americans are just 2 percent and 1 percent, respectively, of the
existing score gap (approximately 0.7 standard deviation units). Given
the small gains that accrue to white students, the difference in the
score change for Latinos and African Americans compared with whites
is an even smaller percentage of the current score gap. These effects
are somewhat larger when we assume less attenuation in the preschool
effect size (alternative I). They are doubled, but still small, when we
assume an effect size that is twice as large (alternative II).

In reviewing the results in Table 2.8, it is important to keep in
mind that this is an analytical exercise that is intended to convey the
potential magnitude of the effect of preschool policy changes on racial-
ethnic achievement-score gaps in the early elementary grades. Although
the estimated effect on the score gap is of interest in itself, it is also of
interest to see how the effect on score gaps varies with different strate-
gies in terms of targeted versus universal policies. The inferences drawn
from this analytic exercise, based on the baseline assumptions, can be
summarized as follows:

* Increasing participation in preschool programs with no change
in quality has almost no effect on achievement-score gaps
(scenario A).
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e The largest absolute score gains for Latinos and African
Americans—approximately 17 to 18 percent of existing score
gaps—arise when the increases in participation and quality are
universal (scenario F). This is because we assume that even higher-
income children in the minority racial-ethnic groups benefit from
the increase in quality, whereas lower-income children benefit
from both the increase in participation and quality.

* 'The effects on absolute score gains are almost as large when the
changes in participation are targeted but quality is improved for
all children (scenario C). That is because the participation rates
are already close to or equal to 80 percent for the highest income
tier.

e Since white children also benefit from universal increases in par-
ticipation or quality or both under scenarios C and F, the larg-
est change in Latino and African American achievement scores
relative to the change in scores for white children—about 8 to
9 percent of existing score gaps—occur under scenario D, in
which the participation and quality gains are targeted to the two
lowest income tiers (i.e., income below 75 percent of SMI). This
is because the targeted policy benefits white children to a lesser
degree, as fewer white children are in the targeted groups.

* 'The percentage of the score gap that is changed, accounting for
the gains to whites, is smaller when the policy change targets only
the lowest income group (i.e., those with income below poverty)
under scenario E than when it targets the broader group in sce-
nario D. This is because the very targeted policy does not capture
the potential gains, albeit gains that are assumed to be smaller,
from raising participation and quality for children in the middle
income group. Since Latinos and African Americans are over-
represented in this group relative to whites, there are still relative
score gains associated with including the middle income group in
the targeted population.

These results derive from baseline assumptions of a maximum
effect size of high-quality preschool of 0.3 and of an effect size that is
attenuated when (1) participation changes do not lead to high qual-
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ity, (2) children are already in preschool and experience only a qual-
ity increase, and (3) the changes in preschool participation or quality
accrue to more economically advantaged children (i.e., higher income
groups). Relaxing these assumptions to some extent under alternative I
indicates that the largest absolute gains relative to the achievement gap
with whites under scenario F could reach 22 percent for Latinos and
27 percent for African Americans, and the largest relative score gains
as a share of the achievement gap under scenario D could reach 11 and
15 percent, respectively, for the two groups.

Since alternative II assumes an effect size that is double that of
the baseline, all the absolute and percentage changes are twice as large
as those calculated under the baseline. As noted earlier, an effect size
of 0.6 is more reasonably what would be expected in terms of gains
on school-readiness measures from participation in high-quality pre-
school. Although we do not have estimates for statewide representative
samples of the magnitude of the readiness score gaps by race-ethnicity,
they are likely to be as large as those measured by third grade. Thus, the
largest absolute and relative percentage changes under alternative I[I—a
range from 33 to 37 percent in absolute terms for scenario F and 16 to
19 percent in relative terms under scenario D—are likely to capture the
expected magnitudes of the effects of the associated preschool policy
changes on school-readiness gaps.?

20 These results are in line with those reported by Magnuson and Waldfogel (2005), who
perform a similar analysis, although one that employs a somewhat different set of assump-
tions and policy scenarios. The Magnuson and Waldfogel estimates are intended to apply
nationally and to focus on narrowing school-readiness gaps. Hence, they use base effect sizes
of 0.15, 0.25, and 0.65, associated solely with increasing preschool participation. Using the
intermediate assumption of 0.25, they also consider the effect of quality enhancements and
assume that they would add another 0.1, 0.2, or 0.3 to the effect size. They also consider
somewhat different policy scenarios, including targeted increases to 100-percent preschool
participation by African Americans and Hispanics. Consequently, the magnitude of the esti-
mated effects of expanding preschool participation or raising quality on the readiness gap are
larger in their findings for comparable policy changes than what we report under the baseline
in Table 2.8 but closer to those under alternative II, for which we assume a larger effect size.
Despite these differences, they also conclude that the largest reduction in the African Amer-
ican—white and Hispanic-white readiness gaps would occur with a combination of preschool
expansion and quality enhancements that target the two minority groups (with no change
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Summary

The body of research we have summarized in this chapter identifies
shortcomings in both adequacy and efficiency in preschool education
in California. In terms of adequacy, we find the following:

* California has sizable achievement gaps in academic performance
by second and third grades, with large deficits in performance for
ELLs, Latinos and African Americans, children whose parents
have low income, and children from economically disadvantaged
families. These gaps are not just a product of the K-12 education
system but are mirrored in readiness gaps for the same groups of
children when they first enter school. Thus, not all children in
California enter school with the skills needed to succeed against
the state’s rigorous education content standards. Some children
who start out behind will catch up sooner or later, but far too
many will start out behind and stay behind.

* California’s current system of publicly and privately funded ECE
for preschool-age children is characterized by sharp differences in
participation rates and mixed success in providing program fea-
tures associated with quality. The children with the largest readi-
ness and achievement gaps have the lowest rates of participation
in high-quality preschool. In effect, there is a mismatch between
who would benefit most from effective preschool and who actu-
ally participates.

* To the extent that more-disadvantaged children participate in
preschool, many do so in a publicly subsidized program. Yet,
the system of publicly funded ECE programs in California does
not have sufficient funding to enroll every child who qualifies or
whose family would choose to enroll him or her.

on the participation or quality for whites), as compared with a universal expansion of use and
quality for all three racial-ethnic groups.



66 Preschool Adequacy and Efficiency in California

In terms of efficiency, we find the following:

* The minimal regulation of some subsidized providers, coupled
with relatively weak standards in some domains for the child
development—oriented programs, means that there is no guar-
antee of quality in subsidized programs serving preschool-age
children. Furthermore, there is no financial incentive for provid-
ers that want to boost quality to do so. This represents a missed
opportunity to ensure the maximum child development benefits
from the dollars that are spent on subsidized programs.

* 'The mechanisms for allocating public funds to providers, both
through contracts and vouchers, do not ensure that all funds allo-
cated are spent in any given year. Thus, fewer children are served
than what the funding would otherwise allow.

e 'The complexity of the current system of subsidized ECE pro-
grams makes it costly for providers to administer, challenging for
families to navigate, and difficult for policymakers and the public
to understand, evaluate, and improve.

High-quality preschool, especially for disadvantaged children,
has been demonstrated to promote school readiness and raise student
achievement above the levels that those children otherwise would have
obtained. In the next two chapters, we discuss policy options and rec-
ommendations for California to address the current shortfalls in pre-
school adequacy and efficiency. In doing so, it is important to keep in
mind that, although preschool can be part of the solution for narrow-
ing readiness gaps and subsequent achievement gaps, our analysis indi-
cates that expanding preschool access and quality, even on a targeted
basis, cannot be expected to eliminate existing gaps. Thus, preschool
must be part of an integrated set of strategies, potentially from birth to
high-school graduation, to help children succeed in school.



CHAPTER THREE

Design Options for State Preschool Systems

The past decade has been an active period for policy change in pre-
school systems at the state level. Some states have started from a base
of no state funding for preschool programs and have built a reason-
ably rational system from the ground up, starting with first principles.
Others have modified or added to an existing system that may have
been created decades earlier. Those existing systems, at any given time,
were the product of prior reforms that often were expedient or reason-
able in the context of the system that had evolved up to that time but
that may no longer meet the state’s needs. In many respects, California
is in the position of having a system that has evolved and now exhibits
shortfalls in both adequacy and efficiency.

Before considering policy recommendations, it is useful to start
from first principles and discuss the merits of alternative approaches
to designing a publicly funded preschool system. To organize our dis-
cussion of preschool design options, we have conceptualized preschool
systems into four key domains:!

* access: Which children are eligible for publicly funded preschool?

* delivery: What entities provide the preschool services supported
with public funds?

* quality: What ensures that programs achieve high quality?

* infrastructure: How is the preschool system structured to promote
efficiency?

I Other researchers have conceptualized preschool or ECE systems in other ways. For

example, see Kagan (2007).

67
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For each of these domains, starting from first principles, we dis-
cuss the advantages and disadvantages of alternative approaches and
any research-based evidence for or against the various options. This
discussion then forms the basis for the recommendations for improving
the adequacy and efficiency of California’s preschool system, presented
in the next chapter.

Access: Universal Versus Targeted Preschool Programs for
One or Two Years

Which children are eligible for a publicly subsidized preschool pro-
gram is a central element of program design. Two basic approaches
to preschool access are evident across the states: programs universally
available to all children in a particular age range on a voluntary basis
and targeted programs that are available only to children who meet
specific criteria. In terms of the eligible age range, programs may be
designed to serve children in the year before kindergarten entry (the
four-year-olds) or up to two years before kindergarten entry (the three-
year-olds). In the case of targeted programs, the two main approaches
to defining eligibility are based on the characteristics of the child (e.g.,
at risk of abuse or neglect) or child’s family (e.g., low income) or based
on living within a specific geographic boundary (e.g., a school district
or school catchment area).

Universal Versus Targeted

In designing a preschool system, policymakers and the public need
to consider the trade-offs involved in targeted versus universal pro-
grams. Table 3.1 summarizes a set of criteria that can be considered
when assessing the merits of making a given high-quality preschool
program available only to a targeted population versus making it avail-
able to all children (see also Wolfe and Scrivner, 2003, and Barnett,
Brown, and Shore, 2004). The first two criteria in Table 3.1—cost and
displacement—may favor a targeted program. In terms of total cost, a
targeted program would generally be less costly than making the same
program available to all children, simply because of the smaller number
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Potential Trade-Offs Between Targeted and Universal Preschool Programs

Criteria Targeted Program Universal Program
Total cost Lower Higher
Displacement of private Smaller If fully subsidized, will

spending

Economic returns

Administrative costs
associated with
determining which
children are eligible

Ability to target

Participation rates

Funding

Higher per child

Yes

Children move in and out
of eligibility because

of changing family
circumstances

Eligibility rules often
exclude children who can
benefit

Not all eligible children
enroll because of
confusion over eligibility
rules or stigma

Programs often not fully
funded or not funded at
level required for high
quality

displace private spending
on similar programs

Lower per child, but
aggregate net benefits
may be higher

No

Children remain eligible
regardless of changing
circumstances

All children who can benefit
are eligible

Participation may be
higher and with greater
integration within
programs or classrooms

Public or political support
for fully funded high-
quality programs may be
higher

SOURCE: Author’s analysis.

of children served. In addition, to the extent that more-advantaged
children already participate in ECE programs, such as preschool pro-
grams paid for by their families or other private sources (e.g., employ-
ers), a publicly funded, universal program could displace or “crowd
out” some or all of those private funds. Such crowding out is likely to
be smaller with a program targeted at disadvantaged children, who
would be less likely to otherwise participate in programs that are not

subsidized.
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The third criterion—economic returns—is one that may favor
either approach. On the one hand, the evidence of favorable economic
returns to high-quality preschool programs comes primarily from pro-
grams that serve more-disadvantaged children. For example, estimates
indicate that the Chicago CPC program generates about $7 in benefits
for every dollar spent, whereas estimated returns to the Perry Preschool
program are even higher (from $5 to $17 per dollar spent, depending
on the length of the follow-up period and which benefits are included)
(Karoly, Kilburn, and Cannon, 2005). In the absence of long-term
evaluations of universal ECE programs, several studies have projected
the potential costs and benefits of universal preschool programs in spe-
cific states. These studies generally find that the economic returns from
universal programs are lower on a per-child basis than those from tar-
geted programs and that the benefit-cost ratios are lower as well. For
example, based on the estimated effects of the Chicago CPC program
on various child outcomes, Karoly and Bigelow (2005) estimated that,
for every dollar invested in a high-quality, voluntary, universal pre-
school program in California—assuming that 70 percent of four-year-
olds participate—California society would gain between $2 and $4 of
benefits.? The estimated returns per dollar invested for a universal pro-
gram are lower than those associated with the targeted Chicago CPC
program because Karoly and Bigelow assumed that benefits would be
attenuated as more-advantaged children were served. More-advantaged
children may generate lower benefits because there is less room for a
preschool program to improve their outcomes and many already par-
ticipate in preschool programs even without a public subsidy.

On the other hand, universal programs may generate aggregate
net benefits (the sum of net benefits per child across all children served)
that exceed those from targeted programs.® Indeed, Karoly and Big-
elow’s (2005) estimates imply that a universal program in California

2 Belfield (2005) estimated somewhat lower returns for universal programs in Massachu-
setts, Ohio, and Wisconsin, although private benefits (i.e., to program participants) are not
included in the analysis, whereas such benefits are included in the study by Karoly and Big-
elow (2005).

3 See also Barnett (2005) on this point.
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would generate net benefits of $493,000 for every 100 children in
the state, whereas a targeted program serving the most disadvantaged
25 percent of the population would generate $377,000 in net benefits
for every 100 children.

Figure 3.1 provides a visual explanation for this result. As
shown in the figure, the preschool program is assumed to cost $5,000
per child no matter how many children are served.* The shape of
the marginal benefit curve assumes, however, that the benefit per
child declines in moving from serving higher-benefit (i.e., more-
disadvantaged) children to lower-benefit (i.e., less disadvantaged)

Figure 3.1
Costs and Benefits of Targeted Versus Universal Preschool Programs
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4 For any given number of children served along the x-axis, the total cost is the area under
the horizontal marginal cost curve up to that number of children.
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children.> Up to point A, the benefit per child remains above cost per
child and the net benefit is measured as the positive distance between
the benefit and cost curves. After point A, each additional child served
generates negative net benefits, as the marginal cost curve lies above
the marginal benefit curve. Consider first a targeted program that
serves the most disadvantaged 100,000 children. Point B shows the
marginal benefit for the last child served, and the sum of all net ben-
efits is the lighter shaded area between the benefit and cost curves up
to point B. Now consider a universal program with an 80-percent par-
ticipation rate that serves 400,000 out of 500,000 children. At point
C, the area between A and C and the two curves is an area of nega-
tive net benefits that must be subtracted from the area of positive net
benefits up to point A. The negative area is reflected backward in the
darker shaded area between A and D. Even with the negative portion
of benefits, the universal program still generates more total net ben-
efits (the lighter shaded area plus the white area between points B and
D and between the two curves) compared with the targeted program.
Based on the analysis in Karoly and Bigelow (2005), California is most
likely at a point like B, where further expansion of the state’s current
targeted set of ECE programs toward—and even as far as—universal
access would generate greater total net benefits to society compared
with the status quo.

The last four criteria in Table 3.1—administrative costs, target-
ing efficiency, participation, and funding—may favor a universal pro-
gram. A targeted program requires establishing eligibility rules and an
administrative structure to determine whether a child meets the eligi-
bility criteria. These administrative costs can be avoided when a pro-
gram is available to all children regardless of circumstances, although
other costs of administering a universal program may prevent adminis-
trative costs from reaching zero. When a program is targeted, it is often
a challenge to ensure that the targeted population is served. Children’s

> The discussion proceeds initially in terms of cost and benefit per child or per child on the
margin. The figure also illustrates, along the x-axis, total costs or total benefits for any given
number of children served. For example, at 100,000 children served, the total cost is the area
under the horizontal marginal cost curve, while the total benefit is the area under the mar-
ginal benefit curve.
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circumstances often change, so they may move in and out of eligibility
over time. For example, a program originally serving children whose
families have income below poverty as of the time of enrollment may
be serving a mixture of poor and nonpoor children by the time the
program ends. Meanwhile, other children who were initially not poor,
and therefore ineligible, have become poor over time but are not in
the program. Moreover, observed criteria may often be an inadequate
mechanism for identifying children who will benefit the most from a
given program. A child whose family’s income is just above the poverty
line is likely to benefit just as much as one whose family’s income is just
below the poverty line.® With a universal program, children remain
eligible regardless of changes in their circumstances, and all children
can reap the benefits from participating in the program, regardless of
whether the benefit is large or small. Another challenge for a targeted
program is ensuring full participation by the targeted population.
Children may not enroll when there is confusion over eligibility rules
or when a program is stigmatized as serving only disadvantaged chil-
dren. Not only may a universal program achieve higher participation
rates, even among the targeted population, but children may be more
likely to participate in programs that are economically integrated.”
Finally, as is the case with Head Start, a targeted program (especially
one targeted at a more disadvantaged population) may be less likely to
be fully funded or funded at the level required to deliver high-quality
services because there is not a large enough or sufficiently powerful
constituency to ensure that level of public or political support. In con-

6 Although many school achievement problems, such as grade repetition, special-education
use, and dropping out, may be less prevalent for more advantaged children, they are still
significant, even among middle-class children. At least one-half of all special-education stu-
dents, students retained in grade, and students who do not complete high school are children
whose family incomes fall between the 20th and 80th percentiles of the income distribution
(Karoly and Bigelow, 2005).

7" There is some evidence from a study of Georgia’s universal preschool program that a
child’s developmental outcomes in preschool are positively associated with the skill level of
his or her classroom peers (Henry and Rickman, 2007). Although the study is not definitive,
it suggests that there may be benefits for disadvantaged children of being in classroom with
more-advantaged peers.
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trast, there may be greater political and public support for funding a
high-quality program that serves all children.

With targeted programs, there are alternative approaches to tar-
geting that may mitigate some of the potential disadvantages of a tar-
geted system. In particular, when targeting is based on where children
and their families live (i.e., place-based eligibility) rather than their
personal characteristics (i.e., person-based eligibility), the adminis-
trative costs are lowered, as families need only document where they
reside (just as they typically do when their child enters the public
school system) rather than documenting family income, work status,
and so on. It may be possible to generate higher participation rates
in geographically targeted programs because program information can
be easier to disseminate and stigma may be reduced. Eligibility may
change if a family moves, so there may still be volatility in eligibility
that does not reflect changes in the ability to benefit from the program.
Such geographic targeting, however, may reduce the ability to reach a
target population that is based on other characteristics, such as family
income or low levels of parental education. Thus, some children who
may be in the target group will not be living in geographic areas that
are targeted, and some children in the targeted geographic areas would
otherwise not be eligible under a system that targets child or family
characteristics, such as family income. We return to this issue when
discussing policy options for California.

Finally, it is worth noting that universal programs do not nec-
essarily have to be uniform. Instead, program features, the mix of
services, or the intensity of program services may be varied within a
larger program model to meet the specialized needs of children and
families in a given community. So, for example, under a universal pre-
school system, preschool programs in more-disadvantaged communi-
ties may offer additional services that would not be made available in
more affluent communities. In addition, although universal access may
be an eventual goal, funding or capacity constraints may require that
a program expand gradually in order to ensure high quality. Given
the likelihood of differential returns for more and less disadvantaged
children, as shown in Figure 3.1, the returns to public spending can
be maximized by first serving disadvantaged children or communities
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with a greater prevalence of at-risk children, before expanding coverage
to the broader population.

One Year or Two
A second consideration for preschool policy design in the context of
who participates is whether subsidized programs should serve only
four-year-olds or both three- and four-year-olds. As noted in Chapter
One, states that have implemented universal programs to date do so
only for four-year-olds, although Illinois has committed to universal
access for both three- and four-year-olds. From the standpoint of pro-
gram costs, two years of preschool services incur twice the costs of a
one-year program. Thus, a key policy question is whether a second year
of preschool generates sufficient incremental benefits compared with
participation for one year to justify the additional costs.
Unfortunately, this is not an issue that has been rigorously stud-
ied, although there is some suggestive evidence that there is additional
positive benefit from a second year of preschool but that it is incre-
mentally smaller than the gain from participating for one year. First,
it is worth noting that the evidence of favorable effects from effective
preschool programs (reviewed in Karoly, Reardon, and Cho, 2007b,
and summarized in Chapter Two) comes from programs that provide
services for one year (the various state preschool programs listed in
Table 2.1), as well as those that provide two years (e.g., Chicago CPC,
Head Start, and Perry Preschool). Second, because the second group
of programs served some children for only one year and others for two,
there is some insight that can be gained by comparing outcomes for
the two types of participants in these programs. For example, in the
Chicago CPC evaluation, Reynolds (1995) reports that the magnitude
of the effects on such outcomes as achievement scores were consistently
higher for two-year participants than for one-year participants but that
the marginal advantage of the second year was much smaller than
that of the first. The Perry Preschool evaluation produced similar find-
ings, although the sample size for the one-year program group is quite
small, so it limits the statistical power for testing differences between
the two program groups (Barnett and Escobar, 1987; Schweinhart and
Weikart, 1988; Schweinhart, 2005).
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If the pattern of marginal benefits for four-year-olds and three-
year-olds follows the pattern shown in Figure 3.1 and if the marginal
benefit curve for three-year-olds lies to the left of that for four-year-
olds as illustrated in Figure 3.2, then an efficient allocation of a given
budget would equate the marginal net benefit from serving the two
groups of children. As shown in Figure 3.2, if the budget will fund
preschool for 300,000 children, then total net benefits are maximized
when the marginal net benefits are equalized at points A and B. At this
optimum level, 100,000 three-year-olds and 250,000 four-year-olds are
served.®

Figure 3.2
Costs and Benefits of Preschool Programs Serving Three- and Four-Year-
Olds
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8 Total net benefits are maximized at this solution, for a given budget, because moving to
the right of point A to serve more four-year-olds would add children on the margin with
lower net benefit (moving down the four-year-old marginal benefit curve) compared with the
three-year-olds at the margin (moving up the three-year-old marginal benefit curve to the
left of point B) who would not be served given the fixed budget. For additional discussion of
this resource-allocation rule, see Kilburn and Karoly (2008).
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In other words, if the goal is to maximize the return to investments
in preschool programsand if resources are constrained, a sequential strat-
egy as resources expand would entail serving the most-disadvantaged
four-year-olds first. Then, as more resources become available, addi-
tional four-year-olds could be served and three-year-olds could be
added until the point at which the marginal net benefits are equalized
across the two age groups. If the marginal benefits of serving a four-
year-old are always higher than those of serving a three-year-old at the
same point in the risk continuum, this approach would mean serving
more four-year-olds than three-year-olds. Eventually, as more resources
become available, the system may serve all four-year-olds and a tar-
geted group of three-year-olds. In practice, we do not know with preci-
sion the shape of the marginal benefit curve in Figure 3.2 for either age
group, so we cannot make the resource-allocation decision with com-
plete information at hand. Nevertheless, the argument, in principle,
stands and can be used to guide decisionmaking.

Another point of consideration is that, if three-year-olds are eli-
gible for subsidized preschool, they should be ensured of eligibility for
two years, ideally in the same program if the family would choose to
stay. Provided that a program is high quality, a child stands to experi-
ence greater gains from program participation when there is stability
and continuity in the program services.

Finally, in addition to determining preschool program duration, a
related design issue is the intensity of the program in any given year—
for example, whether a program is part day or full day or even whether
it operates for an academic year or the full calendar year. Although
there are some exceptions, most of the evidence summarized in Chap-
ter Two regarding preschool program benefits comes from evaluating
part-day, academic-year programs (see Cannon and Karoly, 2007b, for
more detail). And it is relatively rare to have experimental evidence that
allows comparisons of the effects on child development of variation
in program intensity. One exception is an evaluation of New Jersey’s
targeted Abbott preschool program, in which participating children
in one school district are randomly assigned to an eight-hour program
operating for 45 weeks versus the usual 2.5- to 3-hour program oper-
ating for 41 weeks (Robin, Frede, and Barnett, 2006). The evaluation
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showed that the children in the extended program had higher gains in
vocabulary and math skills than did the children in the less intensive
program, gains that were also evident a year later, at the end of first
grade.” Since full-day or year-round programs also support working
parents and their need for more hours of care, this research suggests
that preschool programs that provide more-intensive services may not
only benefit parents but also promote additional gains in child develop-
ment, especially for more-disadvantaged children.

Determining Eligibility in Targeted Programs and with Prioritization

In a targeted preschool system, it is necessary to determine eligibil-
ity, which may be based on location or other child and family charac-
teristics, depending on the eligibility rules. Moreover, when there are
insufficient funds to serve all eligible children, a system of rationing or
prioritization is implicitly incorporated into the eligibility determina-
tion process (i.e., what determines which eligible children whose fami-
lies want them to participate actually get to enroll). If the goal is to
maximize the returns from using public dollars to support the early
education of preschool-age children, then principles of the eligibility
determination process would include the following:

* Among those eligible, serve the children who would benefit the
most first before serving those who would benefit less (e.g., those
further on the left hand side of the x-axis in Figure 3.1).

* Promote stability in program placement, both during the pre-
school years and in the transition from preschool to public
kindergarten.

* Design a process that is easy for parents to understand and for
providers and other intermediaries to administer.

9 The children in the extended preschool program also had a somewhat more intensive kin-
dergarten program (eight hours per day for 45 weeks versus six hours per day for 41 weeks).
Thus, some of the advantage for the extended-program group at the end of kindergarten and
first grade may be attributable to the more intensive kindergarten program, although the dif-
ference in hours in the kindergarten year was not as large as the difference in the preschool
year.
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In practice, the first principle means serving economically dis-
advantaged children first (for example, those with income below pov-
erty) before those who have incomes closer to 75 percent of SMI.
Assuming that children are participating in high-quality programs,
providing stable placements according to the second principle will
allow children to gain the maximum benefits over time from sustained
participation in a given program.' Stability during the preschool years
would mean determining eligibility at the time of enrollment and then
retaining eligibility for an entire program year. It could also mean
giving priority placement to four-year-olds who want to remain in the
same program they attended when they were age three. Likewise, for
children participating in public school-based preschool programs or
programs under contract to a given school or school district, it would
mean giving priority to a child to attend the preschool that serves as
a feeder program to the kindergarten school in his or her local catch-
ment area. This latter approach provides an incentive for local schools
or districts to invest their own dollars in a preschool program because
they know they will benefit when the preschool children subsequently
enter kindergarten. The third principle would promote higher rates of
participation, especially in the groups that could benefit most, if par-
ents can readily understand when their child may be eligible and when
and how to apply. To be cost-effective, the administrative burden on
providers and other intermediaries should be minimized.

Delivery: Public Providers or Mixed Delivery

As discussed in Chapter One, the 38 states that have funded state
preschool programs have adopted alternative approaches to how pub-
licly subsidized preschool services are delivered. The two standard
approaches are (1) delivery through public schools, in some cases with

19 The child development literature points to the importance of stable relationships with
adult caregivers during the preschool years in order to form secure relationships that foster
healthy emotional attachments and subsequent social and cognitive development (Shonkoff
and Phillips, 2000; Thompson, 2002; National Scientific Council on the Developing Child,
2004).
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the option that schools will subcontract out provision to other pro-
viders in the community, and (2) delivery through a combination
of public providers (i.e., schools) and other CBOs (e.g., nonprofits;
churches, synagogues, or other religious institutions; private schools).
California’s current approach falls in the second category, with a mix-
ture of public and private providers receiving public subsidies to pro-
vide ECE services through the various federal, state, and local funding
streams. The choice of models has often been driven by practical con-
siderations, such as capacity, rather than evidence that one approach is
likely to be more successful than another. Indeed, states have success-
fully been employing both models based on the evaluation evidence
cited in Chapter Two.

For example, Oklahoma’s universal preschool program is deliv-
ered through the public schools, although schools may choose to part-
ner with Head Start programs or other CBOs, provided that the pro-
vider can meet the program requirements for state preschool (Barnett,
Hustedt, Friedman, et al., 2007). The approach made sense in Okla-
homa because declining enrollments in the K-12 grades made facili-
ties and personnel available for the added prekindergarten grade (Kirp,
2007). However, many other states are not in that position, including
California. Some have argued that, by delivering preschool programs
through public schools, as Oklahoma does, preschools benefit from the
existing public school infrastructure and the proximity facilitates the
integration of preschool programs with the K-12 system (Clifford et
al., 2005; Howes et al., 2008).

A number of other states, including Georgia and New Jersey, have
successfully used a mixed delivery system to expand their state pre-
school programs. The greater reliance on a mixed delivery system in
cases in which state funding for preschool is expanding has the advan-
tage of drawing on the capacity of existing providers serving preschool-
age children, either in formal preschool programs in public schools
or private settings or in child-care centers or family child-care homes.
However, a drawback of the mixed delivery system is that there may be
considerable differences among providers in terms of existing quality.
Some providers may readily modify their program services to meet the
standards of a state-funded program, although it may be a challenge for
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others to do so. California’s experience with the PoP programs in sev-
eral counties illustrates this challenge, as family child-care homes have
been eligible to participate but few have been able to meet the more
stringent quality standards in the PoP programs (Karoly, Reardon, and
Cho, 2007a).

In general, there is little evidence in the research literature to sug-
gest that school-based or non—school-based providers, per se, deliver
higher-quality care and learning environments, holding all other inputs
(such as teacher qualifications, group sizes, and child-staff ratios) con-
stant (see, for example, Pianta et al., 2005, and Howes et al., 2008).
There may be cultural differences between the two that are manifest
in aspects of the environment, such as more large-group instruction in
public preschools, similar to what is found in the elementary grades
(Pianta et al., 2005). But it is not clear that such variations generate
differential child developmental outcomes that are meaningful. There
may be cost differences that, all else equal, would favor one type of pro-
vider over another. For example, if public schools have excess capacity,
they may be expected to have lower cash outlays associated with facility
costs than a non—school-based provider that does not own their own
building. Although economists would account for the opportunity cost
of using the school facility, not just the accounting costs, it may be the
case that public school providers can deliver the same level of child
benefits for lower cash costs. On the other hand, the cost differential
could favor non—school-based providers if the school-based providers
must pay their teachers on a higher unionized pay scale than non—
school-based providers—again, for the same quality of teachers.

The choice regarding the delivery system also has implications
for the provider-reimbursement mechanism. States that have opted to
rely primarily on public schools may be able to fund the preschool
program through the existing school-funding formula. Reliance on a
mixed delivery system typically requires using grants or contracts to
fund the set of mixed public and private providers or the use of vouch-
ers allocated to eligible families with preschool-age children.
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Quality: Regulation, Measurement, and Financial
Incentives

The evidence of favorable effects of preschool programs comes from
programs that have high standards for the services provided to chil-
dren (Karoly, Greenwood, et al., 1998; Cannon and Karoly, 2007b).
Typically, the effective programs have small group sizes, low child-
staff ratios, developmentally appropriate curricula, lead teachers with
postsecondary education (typically a bachelor’s degree) and special-
ized ECE training, and ongoing professional-development supports.
Some programs also include parent education or parent-involvement
components, as well as other supports for children and their families
(e.g., developmental screening). In addition to these structural fea-
tures, effective programs are marked by processes in the classroom,
such as providing a positive emotional climate, demonstrating a regard
for children’s perspectives, promoting higher-order thinking skills, and
facilitating language development. Ultimately, these program features
represent inputs into the production of child development outcomes
in the cognitive, behavioral, socioemotional, and physical domains. At
present, there is no formula for a given budget that indicates all the
required program elements that, when combined, will be guaranteed
to produce the maximum child development benefits in a one- or two-
year preschool program.

In the absence of such a formula, there are several approaches
for promoting quality in preschool programs in order to approach or
achieve the maximum benefits for the dollars spent.' These include

* specifying minimum program features through licensing or other
program regulation and then monitoring programs to ensure
compliance

* using an independent accreditation process to evaluate multiple
program features against standards that are associated with high-
quality programs

11" See National Early Childhood Accountability Task Force (2007) for a discussion of these
approaches and other issues involved with improving ECE program quality.
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* developing a QRS or QRIS based on independent assessments of
multiple program elements that are combined into one or more
summary measures expressed on a multipoint scale

* making information on licensing outcomes (status or inspections),
accreditation status, and quality ratings available to the public in
an accessible and transparent way

* providing financial incentives (e.g., a tiered reimbursement
system) tied to achieving higher standards (e.g., accreditation) or
quality ratings

* evaluating programs in terms of measured child developmental
outcomes.

Some or all of these strategies may be combined (such as using a
QRS tied to accreditation status, with results made publicly available,
that is also used for tiered reimbursement).!

These strategies have their origin in efforts to boost quality in
child-care settings more generally, starting with infants and toddlers
and continuing to after-school programs. In a world of perfect informa-
tion, parents—as consumers—would be able to judge the quality of the
ECE settings they choose for their children, and poor-quality providers
would not succeed in the marketplace. However, parents typically are
not able to assess all of the relevant dimensions of quality and therefore
do not have the expertise to identify which programs are likely to pro-
duce the most-favorable outcomes for their children (Zellman and Perl-
man, 2008). Some of the structural elements of quality are more readily
observed—group sizes, child-staff ratios, cleanliness of the facility—but
these features are not the only ones that matter. Although some may be
positively associated with favorable outcomes, they are not very strong
predictors (Duncan and Gibson-Davis, 2006). These same information
asymmetries also apply to public or private funders that may subsidize
providers directly through grants or contracts or indirectly through
vouchers or payments to parents. The lack of perfect information leads
to what economists call market failure, such that some parents select (or

12 For example, McDonald (2009) reports that, as of 2007, 12 states linked their QRSs to
tiered reimbursement and 13 states tied their QRSs to accreditation by NAEYC.
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public or private agencies fund) poor-quality providers for a given price
(or budget) because they are not able to distinguish between good and
bad quality.”® Hence, there is a role for the government (in some cases,
the private sector as well), through the approaches listed, in setting
minimum standards through licensing or regulation or in supporting
mechanisms to provide more-complete information about quality (e.g.,
accreditation or quality ratings).

At present, almost all states require licensing for center-based ECE
programs and, in most cases, large or small (or possibly both) family
child-care homes must be licensed as well.' State licensing systems also
include regular inspections (typically unannounced) to ensure compli-
ance, and more states over time are making the inspection reports—
both from routine visits and in response to complaints—publicly avail-
able on the Internet.” Beyond licensing, other regulations apply to
specific government-funded programs, such as the Head Start Perfor-
mance Standards (which apply to Head Start and Title I programs) or
the Title 5 regulations that govern the California State Preschool pro-
gram. In most states, including California, the accreditation offered by
organizations like NAEYC is undertaken on a voluntary basis and pro-
grams must bear the nontrivial costs associated with the process of self-
study, candidacy, and site visit by independent professionals. Conse-
quently, in California, only about 10 percent of center-based programs
serving young children are NAEYC accredited (McDonald, 2009).1¢

13 Even with perfect information, parents may choose a lower-quality provider if there are
no higher-quality options in their community or because they are trading off quality and dis-
tance (i.e., preferring a nearby provider of lower quality over a more distant, higher-quality
provider) or quality and price.

14 As 0f 2005, Idaho was the only state with no licensing requirements for any type of child-
care or ECE provider. Louisiana and New Jersey license centers but do not license family
child-care homes of any size. All other states license both centers and either or both large and
small family child-care homes (National Association of Child Care Resource and Referral

Agencies [NACCRRA], undated).
15 NACCRRA (undated) reports that 17 states make inspection reports available online.

16 A5 of 2008, NAEYC had accredited 786 ECE programs in California serving about
65,500 preschool-age children (NAEYC, undated [b]). Given the size of the preschool-age
cohorts in the state (approximately 1.1 million) and with close to 60 percent of preschool-
age children in center-based programs (Karoly, Ghosh-Dastidar, et al., 2008a), this trans-
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However, as states link accreditation status to their QRSs, they are
offering technical support or financial incentives (e.g., paying the asso-
ciated fees or other costs) to support programs seeking accreditation.
Finally, as part of the larger movement to encourage accountability in
the provision of public services, states and localities have been imple-
menting QRSs or QRISs, and, often, those systems are tied to a tiered
reimbursement structure. As of 2008, 36 states had implemented or
were implementing some form of a rating system for child care (Zell-
man and Perlman, 2008). In a number of states, accreditation status
can be used to qualify for a given quality rating or is used as part of
the rating process. Fewer states have yet to apply their child care—rating
systems or a related system to publicly funded preschool programs.
Table 3.2 highlights some of the strengths and weakness of these
alternative approaches to promoting quality, focusing on licensing or
regulation, accreditation, and QRS or QRIS (where the latter includes
feedback, technical assistance, and other supports that allow providers
to reach higher quality levels). In terms of ease of implementation and
costs, licensing and regulatory approaches are typically simpler and less
costly than the alternatives, primarily because they tend to focus on a
limited set of program features, usually structural factors that are rela-
tively easy to measure and monitor. With this approach, the standards
are usually minimum requirements to meet basic needs for health and
safety, and there is no distinction between those that just meet the
standards and those that go well beyond the standards. In return for
higher costs, the use of an accreditation process or QRS/QRIS can
address these drawbacks. Typically, accreditation by organizations like
NAEYC sets a much higher bar than what is set for licensing or by
other regulation and considers a broader range of program features that
may include both structural and process elements. For this reason, the
costs of determining whether accreditation standards are met tend to
be higher. At the same time, the single rating—accredited or not—
does little to differentiate providers below and above that threshold.

lates into an accreditation rate by NAEYC of about 10 percent of the California preschool-
age population in center-based programs. This estimate is higher than the 5-percent
accreditation rate for licensed centers cited by Nackman and Eiler-White (2007).



Table 3.2

Advantages and Disadvantages of Alternative Approaches to Promoting Quality

Approach

Advantages

Disadvantages

Other Issues

Licensing or
regulation

Accreditation

QRS/QRIS

Relatively simple to administer
because limited measures are more
easily observed and monitored

Yes/no licensed status or standard

achievement is easy for parents and
the public to understand

Can include a broader set of program

structural features
Standards are based on achieving
excellence

Yes/no accreditation status is easy

for parents and the public to
understand

Can include a broader set of program
structural features

Multiple rankings provide room for
and recognition of improvements

Summary ranking measures are
easy for parents and the public to
understand

Usually cover a limited set of
structural features that are easiest
to measure

Usually, standards are quality
minimums

No incentive to go beyond standards

Single rating (yes/no) does not
differentiate those above and below
the cutoff

Valid accreditation process is costly,
with costs typically borne by the
program

Providers may not have the resources
to improve quality

Valid QRS/QRIS process is costly, with
costs borne by the provider or the
government

Providers may not have the resources
to improve quality to the next level

Minimum standards may be too low to
support desired child outcomes

Some providers may be exempt

Need regular, independent inspection
or assessment to ensure ongoing
compliance

Accreditation status may not reflect
quality well or be associated with
child outcomes

Many providers choose not to
participate when voluntary

Which program features are included
may lead providers to focus on the
included and ignore the excluded

Need regular reassessments to ensure
that standards are still being met

Quality ratings may not measure
quality well or be associated with
child outcomes

Some providers may choose not to
participate if voluntary

Which program features are included
may lead providers to focus on the
included and ignore the excluded

Question of alignment if accreditation
is allowed to substitute for rating

Need regular assessments to ensure
that standards are still being met
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In contrast, the QRS or QRIS approach usually grades providers on
a multipoint scale (for example, zero to five stars), so finer gradations
along the quality continuum are recognized. Like accreditation, the
QRS or QRIS can evaluate quality for a range of both structural and
process features. To the extent that another goal of a QRS is to lead to
quality improvements, providers may be limited in what they can do
on their own, so additional funds are required to provide technical sup-
port and other resources to advance their quality ratings.

All of these approaches result in information about quality—
licensed or not, accredited or not, quality rating at a given level—that
is relatively easy for parents and the public to digest. However, in each
case, the information is only valid to the extent that it is current. Thus,
each approach requires periodic inspection or reassessment to ensure
that standards are still being met or quality tiers are still being reached.
Validity in each approach also means that what is measured or assessed
is positively correlated with the quality of the care or learning environ-
ment and, ultimately, with the desired child development outcomes.
With each of these approaches, there is no guarantee that this is the
case. The narrow focus of licensing or regulatory approaches, coupled
with the often minimal standards, suggests that this issue would be
of particular concern for this approach. But it is also a concern with
accreditation and QRS/QRIS—approaches that focus on a broader
range of measures—as the quality measures used may not capture the
construct they are intended to measure and the quality constructs fea-
tured may not be ones that are important for child development.

A number of studies provide information about whether the
approaches in Table 3.2 actually differentiate between higher- and
lower-quality settings or are correlated with child outcomes, especially
in preschools. In the case of licensing, there has been relatively little
effort to examine the effect or enforcement of licensing. One excep-
tion, a study by Witte and Queralt (2004), examined the effect in Bro-
ward County, Florida, of making the inspection reports for child-care
centers available on the Internet, an approach implemented in 2001
by the county’s child-care licensing and inspection office. The analysis
showed that inspectors produced more reports and were more likely
to provide mixed reviews, showing both positive and negative assess-
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ments. They also identified a significant increase in the quality of the
classroom environment in center-based programs, with a modest effect
size but one comparable to what has been achieved by more-expensive
approaches to quality improvement.

In terms of regulation, in our study of California preschool-age
children in center-based settings, a larger fraction of children in the
more highly regulated Title 5 programs were in classrooms that met
quality benchmarks based on the ECERS-R and the CLASS than of
children in centers that just have to meet the less stringent Title 22
licensing standards (Karoly, Ghosh-Dastidar, et al., 2008a). Even so,
the fraction of children in either setting that met the benchmark was
always less than half, indicating that even meeting the Title 5 stan-
dards was no guarantee of quality according to the two summary mea-
sures. Other research on child development outcomes indicates that
the types of structural measures captured in licensing standards or
state preschool regulations—class size, child-staff ratios, teacher cre-
dentials, and others—are not highly predictive of children’s language,
preliteracy, and premath skills (Mashburn et al., 2008). Rather, these
outcomes are more strongly associated with measures of process qual-
ity, such as the instructional support offered by teachers, quality dimen-
sions that are harder to measure and typically not captured in licensing
or regulatory standards.

Research on accreditation has produced mixed findings. The
NAEYC accreditation process, dating back to 1985, is considered one
of the most rigorous, with current standards covering ten areas that
encompass both structural features and more process-oriented charac-
teristics (McDonald, 2009; NAEYC, 2005, undated [a]).'” Zan (2005)
examined 116 NAEYC-accredited preschool classes and found that the
mean ECERS-R score was in the “good” to “excellent” range (5.77).
Likewise, Gerber, Whitebook, and Weinstein (2007) found that sen-
sitive caregiving was higher in NAEYC-accredited child-care centers.
However, Zan (2005) found that there was a wide range in quality
on a set of curricular measures, suggesting that the accreditation cri-

17 The Child Care Bureau of the ACF in HHS maintains a list of national accreditation
organizations for early-childhood programs (ACF, 2009).
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teria used at that time were not accounting for the quality of the cur-
riculum. Whitebook (1996), in synthesizing studies examining a wide
range of quality measures for accredited centers, also found consider-
able variability among accredited programs (see also Whitebook, Sakai,
and Howes, 1997). None of these studies examined the relationship
between accreditation and child development outcomes. In addition,
those studies focused on NAEYC accreditation may no longer apply to
the revised process that became effective in 2006 (NAEYC, 2005).

As noted by Zellman et al. (2008), the QRSs or QRISs in vari-
ous states have generally not been evaluated to determine whether they
are meeting their objectives of measuring (and improving) quality or
whether they are ultimately linked to better child outcomes. In one of
the first such studies, Zellman et al. (2008) evaluated Colorado’s Qual-
istar child care—rating system developed by Qualistar Early Learning,
a Colorado-based nonprofit. They identified a number of concerns,
including measurement issues with components used to calculate the
quality index that determined the one- to four-star rating, a lack of
a strong correlation between the quality rating and measures of pro-
cess quality not included in the rating system, and little relationship
between the quality ratings and child outcomes. They conclude by
noting that many of the QRSs in place are based on measures origi-
nally developed for low-stakes research purposes and they may not be
valid in high-stakes contexts, such as for market-based quality ratings
and tiered reimbursement systems. Hence, there is a need to carefully
validate the QRSs in the contexts in which they will be used.

Infrastructure: Governance, Financing, Information
Systems, and Other Supports

Beyond access, delivery, and quality, there are a host of other design
elements for publicly provided preschool systems that we group under
the heading of infrastructure.'® These components include governance,

18 Kagan (2007) also uses this terminology, although the system elements included differ to
some extent.
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financing and fiscal planning, information systems, learning standards
and assessments, preschool and K—12 linkages, facilities, workforce
development, communications, and other supports. These are key fea-
tures that undergird a preschool system in terms of supporting other
elements of the system, such as access, delivery, and quality, as well as
system efficiency and effectiveness. Some of these linkages are illus-
trated in Table 3.3. For example, the governance structure provides the
oversight for ensuring that the preschool program serves the desired
population and that preschool providers deliver high-quality services.
The financing system ultimately determines the resources available to
potentially expand access or raise quality. Access and quality are moni-
tored and improvements are made based on data collected through
information systems, whereas communications with parents and the
public build support for participation and quality. The delivery system
and associated quality can influence the nature of linkages between the
preschool period and subsequent K12 education. The linkages may

Table 3.3
Relationship Between Infrastructure Supports and Access, Delivery, and
Quality

Preschool System Design

Infrastructure Components Access Delivery Quality
Governance X X X
Financing and fiscal planning X X
Information systems X X
Learning standards and assessments X X
Preschool and K-12 linkages X X
Facilities X X X
Workforce development X X X
Communication with parents and public X X

SOURCE: Author’s analysis.

NOTE: x = link between the infrastructure element and the system design
component.
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go the other way in terms of learning standards and assessments affect-
ing providers and quality. Access, delivery, and overall program quality
all depend on having the required facilities and workforce—Dboth in
numbers and in their quality.

In Chapter One, we discussed some of these preschool program
features and models that have been adopted in different states (see
Table 1.1). For example, governance models include consolidation of
various public programs that provide ECE services or related supports
to a new agency, as part of an existing agency, or retain the existing
agency structure but establish a new, high-level, multiagency coordi-
nating body. Beyond federal funding streams, state financing sources
include lottery and gambling revenues, earmarked taxes, and general
revenues. Innovations in state data systems include integrating pre-
school into studentlevel longitudinal data warehouses.

In general, although these and other infrastructure elements can
help support preschool systems in achieving adequacy or efficiency,
there is little research evidence to provide guidance for choosing the
approaches that will maximize children’s developmental outcomes.
Case studies provide insights into how systems evolve and their current
effectiveness (see, for example, Fuller, Bridges, and Pai, 2007; Fuller
and Wright, 2007; Whitebook, Ryan, et al., 2008), but there is no
assurance that what works in one setting will necessarily be as effective
in another. Thus, the approaches taken in other states provide relevant
models and lessons learned, but the context of the existing system mat-
ters in considering what will work best in any given state.






CHAPTER FOUR

Recommendations for Preschool Policy in
California

Advancing preschool adequacy in California means increasing partici-
pation rates for more-disadvantaged children while raising quality for
the same children, if not all children in preschool. In focusing on qual-
ity, policymakers can build on the success in delivering programs that
do relatively well on such features as group size and child-staff ratios
and advance higher quality for program features that are more likely
to fall short of quality benchmarks and are important for child devel-
opment. The quality features for which there is room for improvement
include preparing and supporting teachers to use approaches in the
classroom that foster the readiness skills that have been demonstrated
to be effective in promoting success in kindergarten and beyond. In
terms of efficiency, there are opportunities to get more out of the nearly
$2 billion currently devoted to the system of publicly funded ECE pro-
grams for preschool-age children. If new monies are available to add to
the system, they should be put to their most effective use in terms of
promoting school readiness and subsequent education success.

The four key preschool design elements—access, delivery, qual-
ity, and infrastructure—and the associated evidence base discussed
in Chapter Three provide a framework for building a new preschool
system from first principles, as well as guidance for reshaping an exist-
ing system. Using the frame of adequacy and efficiency, in this chapter,
we consider options and associated recommendations in order to sup-
port the following preschool policy goals in California:

* Increase access, especially for underserved groups.
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* Raise quality, either for underserved groups or across the
board, especially for those quality dimensions with the biggest
shortfalls.

* Advance toward a more efficient and coordinated system.

* Provide appropriate infrastructure supports.

The first two goals address adequacy, the third goal addresses efhi-
ciency, and the fourth goal supports both adequacy and efficiency.

We also take into account the fact that the system of publicly
funded ECE programs has a second goal in addition to promoting
child development: providing child care in support of working parents
(Karoly, Reardon, and Cho, 2007a). In some cases, policies designed to
achieve these four objectives will not detract from the ability to support
working parents. In other cases, policies that will advance these objec-
tives may conflict with the work-support goal.

The discussion in this chapter of policy options and recommenda-
tions does not address specific approaches for responding to the cur-
rent fiscal crisis in California, the current state of the U.S. economy, or
any policies responding to those circumstances. Even in a period when
resources are tight, there may be an opportunity to institute policies
that reshape the preschool system in California so that it can operate
more effectively with current resources and be ready to respond in the
event that new resources become available. For this reason, throughout
the discussion of policy options, we differentiate those options that do
not require new resources (and may even save on existing resources)
from those that are possible only when new monies become available.

In particular, in the discussion that follows, we first address rec-
ommendations under the assumption of “no new resources” (or only
modest increases in resources) before turning to those recommenda-
tions that are feasible only under a “more resources” scenario. We view
the former as effectively on a near-term horizon (one to three years),
whereas the latter is more realistically viewed as on a medium-term
horizon (three to ten years). If policy changes in the former category
result in resource savings, the resources that are saved could be used to
implement policy options in the second category. A summary of the
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recommendations that follow in the rest of the chapter in these two
categories is provided in Table 4.1.

Using Existing Resources to Create a More Efficient and
Coordinated System with Appropriate Infrastructure
Supports

Of the four policy goals for California, the first two—expanded access
and increased quality—will require an infusion of new resources to
make a significant improvement on either the access or quality dimen-
sion. In the absence of new resources being made available, attention
can focus on the last two policy goals: developing a more efhicient and
coordinated system with a supportive infrastructure. To this end, we
discuss a series of recommendations in the access, delivery, quality, and
infrastructure domains through which specific policy changes can con-
tribute to greater efficiency and infrastructure supports.

Access: Ensuring That Children Who Can Benefit Most Are Served
First

At least in the short term, we can expect that California will continue
to lack the funding to serve all preschool-age children who are eligible
for subsidized ECE. To gain the most benefit from the resources that
are expended, there is an opportunity to restructure the way in which
children are allocated to the available spaces in order to achieve greater
benefits.

Recommendation: Align the eligibility determination process and
allocation of children to slots with the policy objective of first serving chil-
dren who can benefir most. As discussed in more depth in Karoly, Rear-
don, and Cho (2007a), California currently makes subsidized preschool
programs available on a targeted basis to both three- and four-year-olds
with the exception of several California counties that have indicated
a commitment to reaching universal access.! As shown in Table 4.2,

1 As of 2009, San Francisco is expected to be the first county that achieves universal access
for all four-year-olds.
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Table 4.1
Summary of Policy Recommendations for the Shorter and Longer Terms

Domain Recommendation

a. With no new resources

Access Align the eligibility determination process and allocation of children
to slots with the policy objective of first serving children who can
benefit most

Delivery Modify the contract mechanism for Title 5 and AP programs to
reduce the extent of unused funds and other inefficiencies
Implement a common reimbursement structure within a system with
mixed delivery and diverse funding streams

Quality Increase the routine licensing inspection rate for child-care centers
and family child-care homes and make inspection reports publicly
available on the Internet

Develop and pilot a QRIS and tiered reimbursement system as part
of the state’s larger effort to create an Early Learning Quality
Improvement System

Infrastructure Evaluate options for alternative governance structures in terms

of the agencies that regulate and administer ECE programs, and
change the structure if greater efficiency and effectiveness can be
obtained

Make greater use of the option to allocate Title | funds for preschool
programs

Fund the implementation of the P-16 longitudinal data system
envisioned under recent legislation (SB 1298)

Examine the adequacy and efficiency of the workforce development
system for the ECE workforce and make recommendations to align
with future preschool policies

b. With new resources

Access As access to preschool is extended, prioritize serving a larger share of
currently eligible four-year-olds and three-year-olds in poverty
As access to preschool is extended to a larger share of the
population, consider combining geographic targeting with income
targeting

Quality Use a multipronged strategy—with an emphasis on measurement
and monitoring, financial incentives and supports, and
accountability—to promote higher-quality preschool experiences in
subsidized programs

Infrastructure Address workforce, facility, and other infrastructure supports needed
to provide high-quality preschool for children currently eligible and
those who will be eligible under any future expansion of eligibility

SOURCE: Author’s analysis.
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Table 4.2
Eligibility Criteria for Publicly Funded ECE Programs Serving Preschool-Age
Children in California

Income Receiving
Child-Protective
Services or at
Risk of Abuse,

Federal Poverty CDE Income Neglect, or

Program Guidelines Ceilings Exploitation Other Criteria

Title | preschool X In catchment
area

Head Start X

CalWORKSs X Need

stages 1,2, and 3

AP X X Need

California State X X Need (for full-

Preschool day services)

SOURCES: Karoly, Reardon, and Cho (2007a, Table 3.1); CDE (2008).

NOTE: This table reflects the consolidation of California State Preschool program,
General CCD, and PKFL that takes effect on July 1, 2009. Migrant CCD, Cal-Learn, and
Cal-SAFE programs are excluded, as they target even more-specialized populations.

the targeting mechanisms for the main ECE programs (accounting
for the consolidation of the California State Preschool program as of
July 2009) differ by funding stream, such as using the federal poverty
cutoff for Title I and Head Start funding but 75 percent of SMI for
the AP, CalWORKSs stages, and California State Preschool programs.?
The variation in eligibility criteria can create confusion for families
regarding their eligibility for different programs. Since current fund-
ing is not sufficient to serve all eligible children, stated priorities in
the eligibility determination process for California Title 5 programs
administered by CDE are to serve the lowest-income children first and
four-year-olds before three-year-olds. Although this approach is con-
sistent with the strategy discussed earlier of serving the children who

2 As noted earlier, the 2007 reauthorization of Head Start allows programs to enroll up to
35 percent of children with family income between 100 and 130 percent of the poverty line,
but most enrollments are still likely go to children with income below poverty.
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will benefit the most, we know that the rationing system is not perfect,
in that higher-income children are served while there are still lower-
income children on the waiting list. Likewise, eligible three-year-olds
are served while some eligible four-year-olds are not.

Some movement toward a system more aligned with child devel-
opment goals will take place as part of the California State Preschool
program consolidation that will become effective in July 2009. In addi-
tion to combining five separate Title 5 contracts into one, the new
system will have the following features:

* Eligibility determination for the California State Preschool pro-
gram is made at the time of enrollment, and then children remain
eligible for the part-day program for the remainder of the pro-
gram year.

* 'The part-time California State Preschool program is free to all
children. Family fees may apply for extended full-day or year-
round care, depending on family income.

The development and use of the Centralized Eligibility List (CEL)
has the potential to rationalize the assignment of children to slots com-
pared with the more decentralized system used in the past.> However,
the system will be more effective when information in the CEL is cur-
rent and allocation decisions can be made in a more coordinated fash-
ion. For example, families are placed on the CEL without a formal
determination of eligibility. The provider determines eligibility later,
when a family appears on its list of potential eligibles, but a family may
in fact no longer be eligible at that time. This places a burden on pro-
viders in terms of screening and time costs and would be expected to be
less efhicient than a centralized eligibility determination process.

3 The CEL became operational statewide in 2006, replacing a decentralized system of sepa-
rate waiting lists maintained by each CDE contractor. Families that are secking subsidized
care in CDE-administered programs are placed on the CEL, along with information that
determines their priority on the waiting list (e.g., based on income and the age or other char-
acteristics of the child) and any location or provider preferences. The centralized process aims
to place families with the highest priority first when openings become available. See Karoly,
Reardon, and Cho (2007a) for additional detail and discussion of some of the limitations of
the current system.
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With current funding levels that do not allow all income-eligible
children to participate in subsidized ECE programs, changes to the
eligibility determination process should be made to achieve the follow-
ing objectives:

* All four-year-olds who participate in subsidized ECE are enrolled,
for at least part day, in a developmentally oriented preschool pro-
gram, such as Head Start, California State Preschool program,
or other equivalent locally administered program, and children
remain eligible for the program year.

* For enrollment of three-year-olds, the process should target chil-
dren with income below poverty and provide two years of devel-
opmentally oriented program services in Head Start, California
State Preschool program, or other equivalent locally administered
program for at least part day.

Achievement of these objectives will need to overcome the still
complex system illustrated in Figure 1.1 in Chapter One. In particular,
there needs to be better coordination for preschool-age children eli-
gible for subsidized ECE through the CalWORK(s stages and the non-
CalWORKSs AP program to ensure that the four-year-olds benefit from
developmentally oriented programs and that investments that begin
when children are three years old are maximized through continua-
tion of services for a second year. Likewise, there is a need for greater
coordination between Head Start and the California State Preschool
program to allocate children between the two programs given the dif-
ferences in income eligibility thresholds.

There are a number of strategies in the eligibility determination
process and process of allocating children to slots that could support a
more coordinated system across funding streams. Consideration should
be given to

* centralizing the eligibility determination process at the county
level or lower (e.g., through county offices of education [COEgs]).
This would provide information for counties in terms of overall
levels and geographic distribution of unmet need. This informa-
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tion can be used in making future funding-allocation decisions
and in planning for program expansions.

* determining eligibility for participation in part-day, develop-
mentally oriented programs at the time of application and place-
ment on the CEL. Children would remain eligible for the part-
day program even if family circumstances change by the time
the program begins. Eligibility for subsidized extended-day pro-
grams could be determined conditionally at the time of applica-
tion and finalized based on current information at the time the
program begins (where a reduction in need may change or elimi-
nate eligibility).

e structuring the enrollment process to coincide with an academic-
year schedule, with a common application period for Head Start,
California State Preschool program, locally funded preschool
programs, and children with eligibility through CalWORKSs and
non-CalWORKSs AP programs. The common application period
could be set locally to match the school calendar year and dis-
seminated to the public through schools, resource and referral
agencies, and other CBOs. Once the initial enrollment process is
completed, children who were not offered a space or children who
become eligible after the enrollment process is completed could
be accepted on a rolling basis as cancellations and transfers make
new openings available or as vacancies otherwise arise during the
program year.

* using the common application period to more optimally allocate
children to slots, with priority given to four-year-olds over three-
year-olds and to three-year-olds below poverty over three-year-
olds in higher-income families, and to a second year of enrollment
in the same program for children who started in developmentally
oriented programs at age three and whose parents request con-
tinuation in the same program. If there are more children in a
given priority grouping than available slots, a lottery may be used
to select those who will be offered a place. The allocation process
could also give priority for school-based programs to enroll pri-
oritized children who reside in their school’s catchment area. The
system could also accommodate parents’ geographic preferences.
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Similar coordinated recruitment and placement efforts are being
used in several of the counties (see the examples provided by Karoly,
Reardon, and Cho, 2007a). These and other approaches can be piloted
in counties or other local areas to determine what approaches will be
efficient and effective.

Delivery: Reduce Inefficiencies in Contracting Mechanisms and
Standardize Reimbursement Structures

Even in a period when access to subsidized preschool programs is not
increasing, there is still an opportunity to implement policy changes to
reduce inefficiencies so that existing resources are used even more effec-
tively. Any savings may support an increase in access or may be used to
make advances in other areas, such as quality improvements.

Recommendation: Modify the contract mechanism for Title 5 and
AP programs to reduce the extent of unused funds and other inefficiencies.
As discussed in Karoly, Reardon, and Cho (2007a), one of the ineffi-
ciencies in the current system is the extent to which funds allocated in
any given year for ECE programs serving preschool-age children are
not spent. This occurs most prominently in the state Title 5 contracts,
but also in the CalWORKSs and non-CalWORKs AP programs. The
issue of unspent funds—either unearned or unallocated—arises for
a number of reasons, including contracting delays, program start-up
delays, a mismatch between available spaces and the community needs,
extended vacancies, and providers opting out of the contract system in
favor of the voucher system. The current system does not have much
flexibility to reallocate funds either within or across years in response
to changes on either the demand or supply side or to make new alloca-
tions as funds become available. As a result, fewer children are actually
served than the number that the funding will allow.

In general, in a subsidized ECE system serving a person-based
targeted population, the allocation of geographically based subsidized
ECE slots by contracts to providers has greater potential to generate a
mismatch between children and spaces than allocations made directly
to the child. However, it is possible to improve the contracting mecha-
nism to make it more efficient. The San Mateo County Child Care
Subsidy Pilot Project (AB 1326) incorporated a combination of higher
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contract reimbursement rates and greater flexibility to shift funds across
contractors in response to changes in enrollment demand. The evalu-
ation to date has shown that the pilot program successfully increased
child enrollment days with the same budget and greatly reduced the
problem of unspent funds (see the discussion in Karoly, Reardon, and
Cho, 2007a). This experience indicates that changes to the contracting
mechanism can lead to greater numbers of children being served with
the same budget.

Building on recent recommendations made by the California Leg-
islative Analyst’s Office (LAO) (2008a, 2008b), the following modifi-

cations to the contracting process should be considered:

* a mechanism to expedite the allocation of some or all of new
monies or returned funds to existing contractors in good standing
or to counties (e.g., COEs) for allocation to contractors

* a mechanism to reallocate funds in a given year across differ-
ent contractors based on demand (i.e., as in the San Mateo pilot
program)

* ashift toward grant-based contracts that specify minimum enroll-
ment or attendance requirements, such as those used by the fed-
eral government to fund Head Start.

The reallocation of funds in the case of the first two mechanisms
could take into account information about unmet need, particularly
for high-priority populations, from the more coordinated eligibility
determination process discussed earlier.

Recommendation: Implement a common reimbursement structure
within a system with mixed delivery and diverse funding streams. The
current system of subsidized ECE programs uses different mechanisms
for reimbursement across different programs: grants for Head Start,
contracts for state Title 5 with a standard reimbursement rate, and
voucher-based reimbursement rates for AP providers based on regional
market rates (RMRs) (see Karoly, Reardon, and Cho, 2007a, for addi-
tional detail). This variation in reimbursement mechanisms is largely
the result of having multiple funding streams, but it is also a con-
sequence of using a mixed delivery system of school-based programs
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with non—school-based providers. This variation, however, can result
in substantially different rates of reimbursement by program type. As
noted in Karoly, Reardon, and Cho (2007a), as of 2006, the RMR
exceeded the standard reimbursement rate in the 22 counties where
about 80 percent of the preschool-age population resides. Consequently,
some providers may opt out of parts of the ECE subsidy system with
lower reimbursement rates in favor of those parts of the system with
higher reimbursement rates.

Although it may not be possible, at least in the short run, to
use a common reimbursement mechanism for all subsidized ECE
for preschool-age children in California (e.g., the Head Start fund-
ing mechanism is determined by federal policy), the structure of the
reimbursement system can be standardized. Ideally, that system would
include the following elements:

* reimbursement rates that vary by geography to reflect differences
in cost of service provision

* the standardization of reimbursement rate differentials for spe-
cialized populations served (e.g., children with disabilities or who
are ELLs)

* the standardization of reimbursement rate differentials for inten-
sity of services provided, such as the length of the day or year
(including consistent definitions of the hours or days that are used
to comprise part and full)

e common treatment of administrative costs.

If tiered reimbursement structures associated with quality are
used as well, that would be another dimension for equal treatment.

4 Karoly, Reardon, and Cho (2007a) cite the example of Orange County relinquishing
its Title 5—center contracts in 2000 because reimbursement rates were too low, as well as
data from CDE indicating that the low reimbursement rate was cited as a reason for volun-
tarily relinquishing close to half of the nearly 57 contracts that were given up in a two-year

period.
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Quality: Build a Foundation for Future Investments
In the absence of new resource commitments, there are several steps
that California can take toward raising quality in the state’s ECE pro-
grams serving preschool-age children. The two recommended actions
that follow pertain to activities that will provide a foundation on which
to build should new resources become available. Although the first rec-
ommendation will require new resources, it is a long-neglected area
of investment in the quality of child care in California that should be
remedied, with a modest investment, in the near term.
Recommendation: Increase the routine licensing inspection rate for
child-care centers and family child-care homes and make inspection reports
publicly available on the Internet. In most state preschool systems, licens-
ing is an important foundation for ensuring that at least minimal stan-
dards for health and safety are met in center-based programs or family
child-care homes. Although California licenses both types of settings,
it is notable for having one of the lowest routine inspection rates. In the
absence of a complaint, most states require an unannounced inspec-
tion every one to two years; 13 states require routine inspections at
least twice each year (NACCRRA, undated). By statute, California
requires an inspection every five years (20 percent of facilities per year),
but, with funding fluctuations in recent years, the inspection rate has
ranged from 10 to 30 percent (LAO, 2006, 2008a). In addition, Cali-
fornia does not make the inspection reports readily available to the
public either through the Internet or by other means. In light of this
relatively lax level of enforcement and weak transparency, it is note-
worthy that the health and safety data collection by Karoly, Ghosh-
Dastidar, et al. (2008a) for center-based ECE programs in California
found that only 74 percent of preschool-age children were in center-
based programs that met a set of 12 routine health and safety practices.
Examples of frequently missed practices were having covered electri-
cal outlets, secured exits, and a fire extinguisher in the classroom, all
required elements under California Title 22 licensing standards.

5 To see the inspection results, a request must be made to see the facility’s file through the
local child-care regional or county office. See Nackman and Eiler-White (2007) for a discus-
sion of current requirements for licensing and dissemination of the results.
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As a critical first step to further advancing the quality of ECE
programs, we recommend that California provide sufficient resources
to increase the inspection rate to 50 percent or higher and make inspec-
tion reports from routine visits and those prompted by complaints
available on the Internet.¢ Issues of enforcement identified by the LAO
need to be addressed as well (LAO, 2006, 2008b). In making inspec-
tion results public, the Community Care Licensing Division of the
CDSS should study the approaches taken in other states to identify
effective practices in terms of the information that is made available
and how to best gain the support of providers and best publicize the
availability of the information to parents and the public more gen-
erally (see, for example, the discussion in Witte and Queralt, 2004,
regarding Florida’s experience). Although this recommendation will
require additional resources, greater enforcement of the state’s licens-
ing standards will provide an important base from which to build other
quality improvement efforts.” Moreover, if the Florida experience with
making inspection results readily available proves generalizable, Cali-
fornia could expect to see an increase in the quality of the inspections
and an increase in the quality of the programs inspected (Witte and
Queralt, 2004).

Recommendation: Develop and pilot a QRIS and tiered reimburse-
ment system as part of the state’s larger effort to create an Early Learning
Quality Improvement System. With the passage of SB 1629, California
is already in the process of considering options for both a QRIS and
tiered reimbursement system as part of its larger Early Learning Qual-
ity Improvement System. As that development effort continues, consid-
eration should be given to the following key design issues:

* whether participation is voluntary or mandatory and what types
of providers will be included

6 Some of the additional costs could be recovered through increased licensing fees (LAO,
2009).

7" The Nackman and Eiler-White (2007) estimates that making licensing inspection infor-
mation available on the Internet would require a very modest budget increase of about

$400,000.
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* what dimensions of quality to incorporate into the system and
how they should be weighted

* what measures should be used to capture the quality constructs
and how the quality measures should be collected

* the role for self-assessed measures (e.g., environmentrating
scales)

* whether to integrate state licensing into the system

* whether to account for accreditation status

* how many tiers to include in the rating scale

* whether the rating scale is based on an additive point system or
meeting thresholds within multiple domains

* how to incorporate quality improvement mechanisms into the
system

* the nature of the associated public-awareness campaign

* how to evaluate the system.

In making these choices, California can learn from the efforts
in other states to develop QRISs for their child-care or preschool pro-
grams. For example, Zellman and Perlman (2008) examine issues of
implementation and lessons learned from the implementation of QRISs
in five leading states: Colorado, North Carolina, Ohio, Oklahoma, and
Pennsylvania. Their recommendations include the following: Pilot the
QRIS and make refinements before full-scale implementation; mini-
mize the use of self-reported data, although self-assessed environment-
rating scales can be useful at some levels of the system; integrate licens-
ing into the system but consider carefully the use of accreditation as a
quality component; and evaluate whether the QRIS meets its intended
goals.

The use of QRSs and tiered reimbursement in the nine California
counties implementing PoP programs also provides a laboratory for
discovering what works and what does not, and for further develop-
ment and piloting of QRISs. For example, the rating systems in use
by the PoP counties are generally limited to a few indicators of quality
(e.g., some combination of an environment-rating scale, teacher educa-
tion and training, group sizes, and child-staff ratios) (Karoly, Reardon,
and Cho, 2007a). Programs must meet a threshold for each quality
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indicator (what is called a block system), and there is no weighting across
quality indicators. The PoP program rating systems have yet to incor-
porate other aspects of quality, such as process indicators. Nevertheless,
these systems provide an important baseline from which to build.®

Infrastructure: Look to Evidence of Best Practices for More-Effective
Support
In general, the system elements we have placed under infrastructure are
often vital support components for an effective preschool system. In
the absence of new resources, the primary opportunity in this domain
is to undertake focused efforts to examine the current system against
evidence of the effectiveness of alternative approaches used in other
states and put in place well-considered plans for change. We high-
light several of these types of initiatives with specific recommendations
regarding governance, funding, information systems, and workforce
development. But similar approaches may be implemented for any of
the components listed in Table 3.3 in Chapter Three.
Recommendation: Evaluate options for alternative governance struc-
tures in terms of the agencies that regulate and administer ECE programs,
and change the structure if greater efficiency and effectiveness can be
attained. As noted in Chapters One and Three, as states have expanded
their commitment to state-funded preschool programs, some have
restructured their governance systems in recognition of the gains in
efficiency and effectiveness. Alternative models implemented in other

8 A synthesis of the evaluations of the PoP programs across the nine implementing coun-
ties shows that providers achieved global quality ratings, as measured by the ECERS-R, in
the good to excellent range (the average is about 5.5, with a range of about 5 to 6 across the
nine counties) (Prayaga, forthcoming). These ECERS-R ratings, although not strictly com-
parable with those collected for this study because they use the full ECERS-R scale, exceed
those measured for the typical preschool-age child in a center-based program in California
(Karoly, Ghosh-Dastidar, et al., 2008a). Likewise, the CLASS scores measured for a subset
of PoP programs in San Francisco and San Mateo counties exceeded those measured in this
study for center-based programs serving preschool-age children (see AIR, 2007, and Karoly,
Ghosh-Dastidar, et al., 2008a, for more detail). Together, these results indicate that the PoP
programs, with their emphasis on technical support to achieve higher quality and financial
incentives to compensate for the added costs of higher quality, have been successful in raising
quality into the range associated with effective preschool programs.
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states (see the examples discussed in Chapter One) include consolida-
tion into a new agency, consolidation into an existing agency, or the
establishment of a new high-level, multiagency coordinating body to
work across existing agencies.

California, like other states, has multiple agencies with responsi-
bilities for various aspects of the ECE licensing, regulation, financing,
and delivery system. The most obvious division is in the responsibilities
that fall under CDSS (licensing of centers and family child-care homes
that serve preschool-age children and administration of CalWORKSs
Stage 1) versus CDE (administration of CalWORKSs Stages 2 and 3
and general AP program, the California State Preschool program, and
several smaller programs and coordination with Head Start). Even if
there is no change in structure, consideration can be given to greater
coordination on such functions as data collection and quality improve-
ment initiatives.

Recommendation: Make greater use of the option to allocate Title 1
funds for preschool programs. In the absence of new funding, one strat-
egy is to determine whether flexible funding streams can be reallocated
to devote more resources to preschool programs. One such source is
federal Title I funds. As discussed in Chapter One, although NCLB
empbhasizes the use of Title I funds for this purpose, many states have
yet to take advantage of this approach. In California, with the support
of county First 5 commissions, several counties and school districts
within counties have adopted this approach in order to increase funds
available to supplement existing programs (and therefore raise quality)
or to fund new preschool spaces (see Karoly, Reardon, and Cho, 2007a,
for examples).

Of course, allocating Title I funds for preschool programs rep-
resents an opportunity cost in terms of the alternative use of those
funds for programs serving children in kindergarten and beyond.
New funds for Title I under the ARRA may lessen that trade-off, at
least in the short term. However, to the extent that funds spent rais-
ing preschool quality or increasing preschool access can generate pay-
offs in terms of subsequent school performance (e.g., higher achieve-
ment, less grade repetition, reduced special-education use), districts
that reallocate funds to effective preschool programs can expect to see
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a return in terms of reduced education costs in the K-12 years.” The
alignment of the early investment and later returns within a given
school district provides the right incentives for districts to make this
trade-off. At the same time, districts would presumably be less likely
to allocate such funds to preschool programs attended by children
who will not enroll in their K~12 programs—hence, our earlier rec-
ommendation to give priority for subsidized school-based programs
to the enrollment of children who reside in their catchment area.

In addition, to further incentivize districts in this direction, the
state could consider allocating matching funds for districts that use
Title I funds for preschool quality improvements or program expan-
sions. In this way, the state can leverage funds under its control with
funding under local control.

Recommendation: Fund the implementation of the P—16 longitudi-
nal data system envisioned under recent legislation (SB 1298). California
is lagging other states in the development and implementation of edu-
cation data systems that will link student- and teacher-level data over
time and support informed decisionmaking about education policy at
the local and state levels (Hansen, 2006). Implementation of the K-12
data system comprised of core elements with student- and teacher-
level data—namely, CALPADS and CALTIDES—has been slow, and
efforts to integrate preschool data into the system have only just begun.
Providing the funds necessary to fully implement the system should
be a priority. Here again, there are any number of states that provide
models for effective data systems and how the information has been
used in support of policymaking.

9 Estimates of the effects of preschool on subsequent school performance are based on
the status quo allocation of Title I funds in the elementary grades. Thus, it is possible that
moving Title I funds from the K-12 years to the preschool years would attenuate the effec-
tiveness of preschool if the Title I funds are used for services that complement or extend
the effects of the preschool services. On the other hand, the Title I funds allocated for the
K-12 years may be put toward ineffective services or services that are less effective than
the preschool services, so the trade-off may still be favorable. It also worth noting that the
Chicago CPC program, as evaluated, was funded with Title I monies. Thus, the substantial
educational benefits from that program were achieved by redistributing Title I funds to the
preschool years.
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Recommendation: Examine the adequacy and efficiency of the work-
force development system for the ECE workforce and make recommenda-
tions to align with future preschool policies. For access to high-quality
preschool to expand, it will be vital to have a larger, more qualified
workforce in place to serve potential future increases in the number of
children served. In the shorter term, a constructive initiative would be
to undertake an evaluation of the adequacy and efficiency of the system
of supports for the ECE workforce in California today. The issues to be
examined would include the following:

* What workforce competencies are required for the current ECE
system or one that is scaled up?

* What is the current supply of the ECE workforce vis-a-vis the
required competencies?

* How effective is the existing education and training system in
preparing the ECE workforce to deliver high-quality preschool
programming?

e What resources are currently available to support the ongoing
professional development of the ECE workforce, and what are the
constraints on how those resources are used?

e What are the barriers to advancing the competencies of the cur-
rent ECE workforce or to attracting new entrants?

* What should be the structure of an ECE workforce development
system for California?

Some of these issues have been examined in whole or in part in
other analyses at the state or national level (see, for example, White-
book, Sakai, Kipnis, et al., 2006a, 2006b; Center for the Study of
Child Care Employment, 2008; LeMoine, 2008). The key to this effort
will be to integrate the existing information with new findings in such
a way that policymakers will have a perspective of the systemwide
changes that are needed, rather than taking a piecemeal approach.
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Using New Resources to Expand Access and Raise Quality

Of the four policy goals listed earlier, we noted that increasing access
and raising quality would require additional resources in order to
make significant changes. Some of the recommendations in the pre-
ceding section may make progress toward this goal, but more signifi-
cant advances will likely require greater levels of funding. In addition
to recommendations regarding access and quality, we also discuss the
infrastructure supports required to meet the objectives of higher qual-
ity and expanded access.

Access: Expand First to Those Who Will Benefit Most
In considering access, we do not make a specific recommendation for
universal preschool. The merits of targeted versus universal programs
were discussed in Chapter Three, and, ultimately, the extent of future
program expansions will depend on the weights placed on the argu-
ments in favor of or against the two approaches. Nevertheless, we con-
cluded that California was likely on a portion of the curve illustrated in
Figure 3.1 where additional positive returns would flow from expanded
investment in targeted, high-quality preschool programs. A more tar-
geted approach also had merit in terms of narrowing achievement gaps,
as discussed in Chapter Two. Thus, our recommendations focus on
options for achieving future expansions in a targeted fashion.

Recommendation: As access to preschool is extended, continue to target
Jfour-year-olds and three-year-olds in poverty. Given that current funding
levels from all sources are not sufficient to support high-quality ECE
for currently eligible three- and four-year-olds, the first step is to expand
access to those who are already classified as eligible. Using the principal
of targeting those who will benefit the most, we would recommend
continuing to place a priority on four-year-olds over three-year-olds
and, among three-year-olds, those with income below poverty. Once
those groups are served, coverage can extend first to currently eligible
three-year-olds with income above poverty and to four-year-olds with
income above 75 percent of SMI.

As these expansions take place, one consideration would be to
account for geographic differences in the cost of living in setting the
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income threshold for eligibility. This adjustment could be phased in
when new resources make it possible to reach participation rates of
80 percent or more among those in poverty. Otherwise, children with
higher family income in high-cost counties could crowd out those in
lower-cost counties with low income who have yet to be served.

Recommendation: As access to preschool is extended to a larger share
of the population, consider combining geographic targeting with income
targeting. As discussed in Chapter Three, there are alternative strategies
for providing a subsidized preschool program to a targeted population.
If the goal, for example, is to serve all four-year-olds with income below
75 percent of the SMI, program eligibility could be person based—
i.e., based on a determination of family income. Alternatively, the pro-
gram could be place based, serving all children in communities with
high concentrations of the target population (i.e., income below 75
percent of SMI). In terms of administrative costs, place-based eligi-
bility is likely to be less costly per person, since it is usually easier to
determine eligibility based on residence than on less well-measured,
personal characteristics.

However, administrative cost is not the only consideration. The
efficiency of the targeting mechanism should also be accounted for. By
efficiency, we mean maximizing the share of the target population that
is served while minimizing the fraction of the nontarget population
that is served, conditional on a given overall budget. Using the example
of a target population defined by family income, with person-based
eligibility, only income-eligible children would be allowed to partici-
pate. But there may be inefficiencies if a lack of information about the
program or stigma prevents many eligible families from participating.
In addition, since screening mechanisms are usually not perfect, some
children may be determined to be eligible when, in fact, they are not.
With place-based targeting, unless there is perfect residential segrega-
tion by the targeted characteristics, targeting will not be perfect, so
there will again be inefficiencies. In particular, communities with high
concentrations of the target population will also include children who
are not in the target population but whose parents would choose to
have them participate in the place-based program. Likewise, some chil-
dren in the target population will live in communities that are not tar-
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geted by the place-based criterion and therefore would not have access
to the program.

A third alternative is to combine the two approaches: Serve all
children in selected communities with high concentrations of the target
population and, in all other communities, use person-based eligibility
to serve all remaining children.!® If the targeted population is small
and geographically dispersed, then person-based targeting is likely to
be more efficient in terms of maximizing the share of the targeted pop-
ulation served and minimizing the fraction of the nontargeted popula-
tion served, for a given budget. As the size of the targeted population
expands relative to the nontargeted population or as the targeted popu-
lation becomes more geographically concentrated, place-based eligibil-
ity is likely to be more efficient. Thus, if, in the future, California opts
to expand preschool coverage to a broader population than the current
eligibility, shifting toward place-based eligibility is likely to generate
efficiency gains in terms of targeting.

To examine more closely the implications of using place-based eli-
gibility, person-based eligibility, or a combination of the two to deter-
mine eligibility for subsidized preschool programs, we use the data we
collected as part of the larger study effort to model the effect of alter-
native eligibility rules. In particular, we matched the 2,025 preschool-
age children in our family sample by ZIP Code to the percentage of
elementary-school students eligible for FRPMs in their ZIP Code."

10 This approach has been under consideration in New Jersey, where all low-income three-
and four-year-old children would be eligible for the state-funded preschool program, as well
as all children—regardless of income—in the school districts with the highest concentration
of disadvantaged children (Barnett, Hustedt, Friedman, et al., 2007).

1A child is eligible for FRPMs if his or her family’s income is below 185 percent of the
poverty line. We were not able to match the child sample to the FRPM eligibility rate
for the elementary-school catchment area in which children reside, so we use a summary
measure of the FRPM eligibility rate for all elementary schools in the ZIP Code. The ZIP
Code-level measure was weighted by the number of kindergarten students in each elemen-
tary school in the ZIP Code. The school-based data come from matching, by school ID,
three school-level data sources available from CDE: the Public Schools Database (for school
ZIP Codes), the California Basic Educational Data System (CBEDS) school-information
form (for school enrollment data by grade), and the API data files (for the schools’ 2007
percentage of students eligible for FRPMs).
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(Details on the targeting analysis, as well as results using school-level
API scores as an alternative place-based targeting mechanism, are avail-
able in the appendix.) Using reported family income, we have also clas-
sified children by their income eligibility for ECE subsidies in Califor-

nia under current eligibility rules:

* cligible for Head Start and state-funded programs (i.e., income
below poverty)

* cligible for state programs only with a full or partial subsidy (i.e.,
income above poverty but below 75 percent of SMI)

* not income eligible for any federal or state subsidized ECE.

Based on income alone, a form of person-based targeting, we
estimate that about 53 percent of preschool-age children in California
would be income eligible for a subsidized ECE program (see Karoly,
Ghosh-Dastidar, et al., 2008a, for more detail).

Instead of person-based eligibility, we consider several alternative
place-based eligibility rules based on the share of elementary-school
students in the child’s ZIP Code who are eligible for FRPMs, with
results shown in Figure 4.1. If place-based eligibility is conferred upon
those children in ZIP Codes where 50 percent or more of children
are FRPM eligible (rule A), then about 78 percent of children with
the lowest income (the Head Start and state program eligibility group)
would be eligible, but so would 43 percent of those who are not cur-
rently eligible for ECE subsidies based on family income. The middle
income group falls between these two extremes. This means that rule A
will miss more than 20 percent of the lowest-income children because
they reside in communities with less-concentrated poverty and that
share is closer to 40 percent for the next-highest income group. As the
place-based targeting rule increases from 50 percent or more FRPM
eligible in the ZIP Code (rule A) to 80 percent or more FRPM eligible
(rule D), the place-based eligibility rate falls for all three income groups
because fewer children at any income level are in ZIP Codes with high
concentrations of poverty.
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Figure 4.1

Percentage of Preschool-Age Children in California Estimated to Be Eligible
for ECE Subsidies Under Alternative Place-Based Targeting Rules, by
Income-Eligibility Status
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SOURCE: Author’s analysis based on 2007 CDE data on FRPM eligibility rates by
school and RAND California Preschool Study household survey data. See Table A.1 in
the appendix.

NOTE: Place-based or location targeting rule is based on percentage of elementary-
school students in child’s ZIP Code who are eligible for FRPMs.

RAND MG889-4.1

As shown in Figure 4.2 and noted earlier, the person-based eli-
gibility criterion based on family income generates an eligibility rate
of 53 percent. Using a place- based eligibility criterion alone results in
57 percent of children being eligible using rule A and falls to 25 percent
when the more restrictive criterion under rule D is used. If we com-
bine person- and place-based eligibility, then everyone in the lowest
two income groups would be eligible (either by residence or family
income) and those in the highest income group would be eligible only
if they reside in a geographically targeted area. The combination of
person- and place-based eligibility increases the overall eligibility rate
to 73 percent under rule A and 58 percent for rule B. In other words,
if all children in ZIP Codes with 80 percent or more FRPM eligibil-
ity are eligible for subsidies (rule D), about 5 percent of the population
of preschool-age children would not be income eligible but will reside
in those areas of concentrated poverty and therefore be eligible for
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Figure 4.2
Percentage of Preschool-Age Children in California Estimated to Be Eligible
for ECE Subsidies Under Income or Location Targeting Rules or Both
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SOURCE: Author’s analysis based on 2007 CDE data on FRPM eligibility rates by
school and RAND California Preschool Study household survey data. See Table A.1 in
the appendix.

NOTE: Place-based or location targeting rule is based on percentage of elementary-
school students in child’s ZIP Code who are eligible for FRPMs. Person-based or
income targeting rule is based on eligibility for full or partial ECE subsidies.

RAND MG889-4.2

subsidies (the difference between the 53-percent income-based eligibil-
ity rate and the 58-percent combined eligibility rate). Under the rule D
place-based rule, about 40 percent of the eligible population would be
eligible based on place-based eligibility (25 out of 58 percent), whereas
eligibility is person based for the remaining 60 percent. The share of
total eligibility that is determined using the place-based criterion is
higher under rule A (57 out of 73 percent, or about 80 percent of the
whole) with its higher overall eligibility rate.

This exercise can also be used to assess the efficiency of geographi-
cally based targeting for different population subgroups as shown in
Figure 4.3. Here, we use place-based eligibility rule A to determine the
fraction of children eligible using the place-based criterion by income
eligibility group within groups defined by race-ethnicity, mother-child
language, or mother’s education. Thus, we can see what fraction of
income-eligible Latinos, whites, or African Americans would also be



Figure 4.3
Percentage of Preschool-Age Children in California Estimated to Be Eligible
for ECE Subsidies Under Place-Based Targeting Rule A, by Income-Eligibility
Status and Selected Child and Family Characteristics
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determined to be eligible using place-based rule A and what fraction of
those not income eligible would be eligible based on residence.

This analysis shows that geographic targeting under rule A, espe-
cially for children below poverty (the lowest income group), is most
effective for African Americans, among whom about 90 percent of
children in the lowest income group are eligible under rule A. At the
same time, 57 percent of African Americans who are not income eli-
gible would be place-based eligible, the highest rate in Figure 4.3. The
overlap in person- and placed-based eligibility is lowest for whites,
among whom just 27 percent of those in the lowest income group and
38 percent of those in the highest income group would be place-based
eligible. These patterns reflect differences in the degree of residential
segregation by neighborhood poverty levels as measured by the ZIP
Code-level FRPM eligibility rate.

Although Figures 4.1 through 4.3 use one measure of place-based
eligibility, there are many other measures that could be used as alter-
natives, such as the percentage of children in the community in low-
performing schools or the percentage of at-risk children in the commu-
nity defined by, for example, some other criteria, such as ELL status.!?
The appendix shows that the pattern of results is very similar when the
former measure is used. Although the exact percentages differ, a simi-
lar pattern is evident of a trade-off between capturing a larger share of
low-income children using a place-based eligibility rule and capturing
a larger share of those not income eligible in the same communities.
The targeting efficiency of a place-based criterion is also greater for
subgroups of children who are more residentially segregated based on
the characteristic used to determine place-based eligibility. This exer-
cise also illustrates why the combination of place- and person-based
eligibility is more effective when the government budget will support a
higher overall eligibility rate. As the desired eligibility rate approaches

12 \When originally funded in 2006, PKFL (now combined under AB 2759 with other Title 5
child development programs as part of the new California State Preschool program) located
programs in attendance areas of low-performing elementary schools (specifically those with
API scores in the 1 to 3 range). Likewise, Los Angeles Universal Preschool (LAUP) has
expanded preschool programs in hot zones, areas facing a shortfall in preschool spaces and
with low-API elementary schools (Karoly, Reardon, and Cho, 2007a).
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100 percent (i.e., universal coverage), a greater share of the overall eli-
gibility rate can come through place-based eligibility.

Quality: Focus on What Matters

In terms of recommendations regarding quality, we start from the prem-
ise that quality is multidimensional, where both structural and process
components are important. At the same time, the biggest shortfalls in
ECE quality in California, according to our data, are in the process
components, so that is the area that needs greatest attention. Moreover,
as indicated by the work of Zellman et al. (2008), it is not sufficient to
just measure and rate quality; it is also important to see whether the
dimensions of quality rated and measured correlate with the ultimate
goal of improved child development outcomes.

Recommendation: Use a multipronged strategy—with an emphasis
on measurement and monitoring, financial incentives and supports, and
accountability—rto promote higher-quality preschool experiences in sub-
sidized programs. The ultimate objective in promoting higher-quality
preschool programs is to achieve the types of child development ben-
efits demonstrated for effective programs. The examination of multiple
quality dimensions by Karoly, Ghosh-Dastidar, et al. (2008a), com-
bined with what we know about the relationship between various qual-
ity dimensions and child development outcomes, suggests that quality
enhancements need to focus on such aspects as instructional support
for learning, where quality is currently relatively low and where there
is a strong linkage to promoting higher levels of school readiness. At
the same time, quality enhancements cannot simply be regulated but
require a multipronged approach that incorporates expectations and
standards, measurement and monitoring, financial incentives and sup-
ports, and accountability. Thus, in addition to new resources, promot-
ing quality is expected to involve the following:'3

13 See National Early Childhood Accountability Task Force (2007) for additional detail
regarding implementation of most of these approaches to quality improvement. Nackman
and Eiler-White (2007) provide estimates of the one-time and ongoing costs associated with
different options for measuring and monitoring quality.
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e an approach for measuring structural and process quality using
an effective QRIS with results that are publicly disseminated

* tools for valid and reliable assessment of child development out-
comes to monitor progress at the child level and provide informa-
tion at the program level for continuous quality improvement

* financial incentives to increase quality through a tiered reimburse-
ment system tied to the QRIS

* technical assistance and other financial supports for programs to
plan for, invest in, and achieve higher quality

* ongoing professional development, supervision, and coaching for
classroom teachers

e a workforce development system, including financial supports, to
train new ECE workforce entrants to deliver high-quality early
education and to upgrade the skills of the existing workforce

* periodic, rigorous multiprogram evaluations to assess the effec-
tiveness of the resources spent in terms of promoting child
development and to provide information to support quality
improvements.

Several of the recommendations for the shorter-term horizon
involve investments in knowledge and practice to support larger-scale
initiatives with new resources. Thus, the efforts to develop and pilot a
QRIS and tiered reimbursement system will form the basis for future
policymaking regarding those two approaches. Likewise, an assess-
ment of the adequacy and efficiency of the ECE workforce develop-
ment system will inform the changes needed to support a high-quality
preschool system. Even with these initiatives, further piloting may be
required, along with gradual phase-in of new measurements, financial
incentives, and supports.

In promoting quality, just as in other aspects of the preschool
system, it is important that efforts are standardized across different
preschool programs and funding streams and across different types of
providers. For example, preschool standards should be consistent across
federal, state, and local programs, although other programs may want
to adopt more-stringent standards. A common QRIS would apply to
all subsidized child care and development programs serving children
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from birth to age 12 and the same for the tiered reimbursement system.
Moreover, although we have assumed that the focus is on raising qual-
ity for programs receiving public subsidies, many of these elements
could be applied to the entire preschool delivery system—both subsi-
dized and unsubsidized—such as the program standards, QRIS, work-

force development system, and program evaluations.

Infrastructure: Address Supports Needed to Achieve Higher Quality
and Expanded Access

Recommendation: Address workforce, facility, and other infrastructure
supports needed to provide high-quality preschool for children currently
eligible and those who will be eligible under any future expansion of eligi-
biliry. Efforts to raise preschool quality and expand access will require
additional investments in the needed infrastructure supports listed in
Table 3.3 in Chapter Three. Several of the recommendations provided
earlier in this chapter proposed investigating changes to key infrastruc-
ture elements, such as the governance structure, data systems, and work-
force development system, and implementing those that do not require
a significant commitment of new resources. While some infrastructure
improvements can be made with modest increases in resources, new
resources will be needed to accompany the expanded funding required
to raise preschool quality and expand access. For example, the recom-
mended analysis of the adequacy and efficiency of the workforce devel-
opment system will likely identify new resources needed to support
training and ongoing professional development of the ECE workforce.
Other studies have identified the current shortage of preschool facilities
even without expanded eligibility, especially in communities where dis-
advantaged children reside (Munger et al., 2007). Thus, further invest-
ments in preschool facilities that will support high-quality programs,
potentially through bond financing, would be a necessary complement
to new resources devoted to enhancing quality or expanding access.'

14 See Sussman and Gillman (2007) for a more detailed discussion of how to expand high-
quality preschool facilities.






CHAPTER FIVE

Conclusions

The goal of the California Preschool Study has been to assess the ade-
quacy and efficiency of preschool education in California and to iden-
tify strategies, using existing or new resources, to remedy shortfalls on
either dimension. In this concluding chapter, we summarize the issues,
options, and recommendations discussed in earlier chapters and draw
out the broader implications of the policy recommendations.

California Faces Shortfalls in Preschool Adequacy and
Efficiency

The cumulative body of evidence from the series of studies conducted
as part of our investigation of preschool adequacy and efhiciency and
summarized in Chapter Two has identified a number of shortcomings
on both fronts. In terms of adequacy, the research findings demon-
strate the following:

* 'There are sizable deficits in student achievement by second and
third grades, with even larger gaps for socioeconomically dis-
advantaged groups of children.

e The pattern of gaps in achievement manifested in the early ele-
mentary grades is also evident in gaps in school-readiness mea-
sures when children first enter kindergarten.

* The children who could benefit the most from a high-quality
early-learning experience are the least likely to attend preschool of

123
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any quality, and the same is true for participation in high-quality
programs.

* Quality shortfalls in preschool programs are most evident for those
measures strongly linked with promoting school readiness, such
as providing developmentally appropriate learning supports.

* A rigorous research base shows that disadvantaged children can
experience sizable benefits in both the shorter and longer terms
from a high-quality preschool experience, yet California’s system
of publicly funded ECE programs targeted to lower-income chil-
dren is underfunded and therefore able to serve only about half of
the eligible three- and four-year-olds.

In terms of efficiency, our findings indicate the following:

e 'The minimal regulation of some publicly subsidized providers
and the weak standards on key program elements for the more
highly regulated Title 5 programs do not ensure high-quality ser-
vices in publicly funded programs. Moreover, providers have no
financial incentive, given the current reimbursement structure, to
achieve higher quality. Thus, there is little assurance that the dol-
lars spent on publicly subsidized preschool programs are support-
ing the maximum child development benefits.

* Current mechanisms for allocating funding to providers, whether
through contracts, grants, or vouchers, make it difficult to spend
all funding allocated for a given program year, thereby further
diminishing the share of eligible children served.

* 'The complexity of the current system of publicly subsidized ECE
programs makes it costly for providers to administer, challenging
for families to navigate, and difficult for policymakers and the
public to understand, evaluate, and improve.

Our analysis of the data assembled on achievement gaps, rates
of preschool participation, and the effectiveness of well-designed pre-
school programs shows that preschool can be part of the solution for
raising achievement overall and narrowing achievement gaps between
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groups of students. However, different policy approaches have different
implications for achievement gaps.

e If the goal is to raise student achievement in absolute terms for
Latinos and African Americans, without reference to test scores of
white students, then the largest absolute gain in test scores for Lati-
nos and African Americans is associated with raising preschool
participation and preschool quality for all groups of children—a
universal approach. The estimated gain ranges from one-fifth to
one-third of the size of the existing white-minority score gaps,
depending on assumptions.

* 'The universal approach would also increase test scores for white
children. So, if the goal is to narrow the score gap between Lati-
nos and whites or African Americans and whites, the largest
relative gain in student achievement is associated with targeted
increases in preschool participation and quality for socioeconom-
ically disadvantaged children, a larger proportion of whom are
Latino or African American. With this targeted policy approach,
the estimates suggest that the racial-ethnic achievement-score
gap could be narrowed by about 10 to 20 percent, depending on
assumptions.

At the same time, our analysis indicates that there would be
almost no narrowing of absolute or relative achievement gaps from just
raising preschool participation for all groups without any change in
preschool quality. These results suggest that raising preschool quality
is essential if preschool is to be an effective policy lever for addressing
achievement gaps. In other words, a policy of targeted or broader-based
quality improvements, combined with targeted increases in participa-
tion, would advance the adequacy of California’s preschool system.
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Policy Options and Recommendations for Advancing
Preschool Adequacy and Efficiency

Considering various design options for a preschool program in terms
of access, delivery, quality, and infrastructure, as well as research evi-
dence regarding the effectiveness of alternative approaches, we provide
a series of recommendations in support of the following policy goals
for California:

* Increase access, especially for underserved groups.

* Raise quality, either for underserved groups or across the
board, especially for those quality dimensions with the biggest
shortfalls.

* Advance toward a more efficient and coordinated system.

* Provide appropriate infrastructure supports.

Some recommendations were viewed as appropriate in the short
run under the expectation that significant new resources would not
be available. For a medium-term horizon, in which more resources are
devoted to preschool provision in California, we offer a series of rec-
ommendations on how best to use those new resources. Table 5.1 sum-
marizes the list of recommendations, grouped (and numbered) within

Table 5.1

Summary of Policy Recommendations, by Domain

Domain Recommendation Description

Access Al Align the eligibility-determination process and

allocation of children to slots with the policy
objective of first serving children who can benefit
most.

A2@ As access to preschool is extended, prioritize
serving a larger share of currently eligible four-
year-olds and three-year-olds in poverty.

A3 As access to preschool is extended to a larger
share of the population, consider combining
geographic targeting with income targeting.
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Domain Recommendation

Description

Delivery D1

D2

Quality Q1

Q2

Q3°

Infrastructure I

152

Modify the contract mechanism for Title 5 and AP
programs to reduce the extent of unused funds
and other inefficiencies.

Implement a common reimbursement structure
within a system with mixed delivery and diverse
funding streams.

Increase the routine licensing inspection rate for
child-care centers and family child-care homes,
and make inspection reports publicly available on
the Internet.

Develop and pilot a QRIS and tiered
reimbursement system as part of the state’s
larger effort to create an Early Learning Quality
Improvement System.

Use a multipronged strategy—with an emphasis
on measurement and monitoring, financial
incentives and supports, and accountability—to
promote higher-quality preschool experiences in
subsidized programs.

Evaluate options for alternative governance
structures in terms of the agencies that regulate
and administer ECE programs, and change the
structure if greater efficiency and effectiveness
can be obtained.

Make greater use of the option to allocate Title |
funds for preschool programs.

Fund the implementation of the preschool
through higher education (P-16) longitudinal
data system envisioned under recent legislation
(California SB 1298).

Examine the adequacy and efficiency of the
workforce development system for the ECE
workforce, and make recommendations to align
with future preschool policies.

Address workforce, facility, and other
infrastructure supports needed to provide high-
quality preschool for children currently eligible
and those who will be eligible under any future
expansion of eligibility.

SOURCE: Author’s analysis.

@ Recommendation requires substantial new resources.
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the access, delivery, quality, and infrastructure domains, where those
that require substantial new resources are noted. (More-detailed sug-
gestions regarding implementation of these recommendations were

offered in Chapter Four.)

Improving the Efficiency of Existing Resources

The nine shorter-term recommendations in Table 5.1 are designed to
use existing resources or modest resource increases (or reallocations,
if efficiencies are achieved) to create a more efficient and coordinated
preschool system with appropriate infrastructure supports. This would

be accomplished by

* modifying the process of eligibility determination to ensure that
children who can benefit most are served first and that there is
stability in enrollment within a program year and across program
years for those who start at age three (Al)

* reducing inefficiencies in contracting mechanisms by introducing
greater flexibility in how funds are allocated and reallocated and
possibly shifting from contracts that reimburse child-days served
to grants with minimum enrollment or attendance requirements
(D1)

e standardizing reimbursement structures across subsidized ECE
programs for preschool-age children, retaining elements in some
parts of the system, such as reimbursement rates that vary by
geography (D2)

* building a foundation for future quality improvements through
an increase in routine licensing inspections that produce readily
accessible, published reports (Q1) and through the development
and testing of a QRIS and tiered reimbursement system (Q2)

* promoting more-effective infrastructure support by assessing
options for alternative governance structures (I1), increasing the
use of Title I funds for preschool (I2), funding the development
and use of P—16 longitudinal data systems (I3), and assessing ways
to advance the structure of the workforce development system

(14).
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To the extent that there is a need to prioritize these initiatives
or consider which are complementary, we would recommend an ini-
tial focus on developing a more rational eligibility determination pro-
cess (Al), reducing inefficiencies in contracting mechanisms (D1), and
increasing routine inspections (Ql). In each of these cases, it may be
productive to begin with pilot programs in one or more counties to eval-
uate alternative approaches before implementing changes statewide. In
addition, the first steps for some of the other recommendations will be
taken through initiatives just getting under way, such as the design of
an early-learning quality improvement system (Q2) under SB 1629 and
the development of a P-16 data system (I3) under SB 1298. Develop-
ing a standardized reimbursement structure (D2) is complementary to
the development of the quality improvement system (Q2), as the latter
will likely include tiered reimbursement or other financial incentives to
support quality improvements.

Investing New Resources to Expand Access or Raise Quality

The remaining longer-term recommendations are designed to make
effective use of any new resources that are devoted to expanding pre-
school access and raising quality. Given the trade-offs inherent in uni-
versal versus targeted approaches, we have not made a recommendation
for one approach or the other. We have, however, argued that, with
only about 50 percent of currently eligible lower-income children being
served by publicly subsidized programs, California could continue to
expand enrollments under current eligibility rules or even expand eli-
gibility criteria and still serve children who would be expected to gen-
erate a net positive benefit (i.e., benefits to government or society that
exceed program costs). Thus, we recommend that new funds be used
to do the following:

 Expand coverage to those who will benefit the most, which means
that an initial priority would be to serve a larger share of currently
eligible four-year-olds and three-year-olds with income below the
federal poverty line (A2).

* Implement place-based targeting combined with person-based
targeting as the size of the eligible population expands (A3).



130 Preschool Adequacy and Efficiency in California

* Promote quality improvements, especially for program features
most important for child development, by implementing a multi-
pronged approach that includes quality measurement and moni-
toring, financial incentives and supports, and accountability
through evaluating child development outcomes (Q3).

* Address the infrastructure supports needed to achieve higher
quality and expanded access, especially in such areas as workforce
development and facilities (I5).

In terms of priorities, new resources should first be devoted to
enhancing the quality of the subsidized programs that are currently
serving children (Q3) before serving new children in programs with
current levels of quality. The analysis in Chapter Two suggests that
simply expanding access with no quality improvements would be
unlikely to produce major advances toward narrowing achievement
gaps. In addition, efforts to expand quality will be dependent on some
of the accompanying infrastructure supports (I5), such as enhancing
the education, training, and ongoing professional development of pre-
school program teachers and staff.

As noted earlier, with most of the policy changes listed in Table 5.1,
a period of piloting and evaluation is appropriate. Given the variation
across California counties that already exists in ECE implementation,
such as with the PoP demonstration projects and associated Preschool
for All initiatives under way in several counties, California has natu-
ral laboratories for testing and evaluating new approaches. If efforts
are expanded to a larger scale, continued studies can assess whether
the desired outcomes are attained or whether further refinements are
needed.

The nine recommendations in Table 5.1 that do not require a sig-
nificant infusion of new resources for implementation offer a strategic
approach for California to institute incremental reforms to the current
system of publicly funded ECE programs to deliver more services with
the same resources or to lay a foundation for expanding access and rais-
ing quality in the future as new resources become available. Although
California is unlikely to devote significant new resources for subsidized
preschool programs in the near term, new resources will be coming
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to the state through the 2009 ARRA. Some of those resources will
be designated for specific purposes, such as increasing enrollments or
enhancing data systems. The recommendation to devote more Title I
funds to preschool education may also be possible with the new federal
funding. Flexible funds under the ARRA could be used to provide a
down payment on some of the initiatives recommended in Table 5.1
that require new resources, such as implementing a QRIS or invest-
ing in the education and training of the ECE workforce. Given the
stated priorities of the Obama administration in the proposed FY 2010
budget, California may also benefit from additional federal investments
in early-education services beyond those included in the ARRA.
Finally, it is worth noting that there is considerable overlap
between the recommendations contained in Table 5.1 and the pre-
school recommendations offered by the Governor’s Committee on
Education Excellence and the P-16 Council summarized in Table 1.3
in Chapter One. Like the recommendations in Table 5.1, the overall
objective of those in Table 1.3 is to increase access and raise quality. In
contrast to both sets of recommendations in Table 1.3, Table 5.1 does
not emphasize the establishment of developmentally appropriate pre-
school learning standards aligned with K-12 standards because CDE
is midway through developing such learning standards. In contrast to
the P-16 Council recommendations, we have not been specific about
requirements for group sizes, teacher education, or program services,
preferring instead to allow some flexibility in how quality would be
measured in the QRIS that is developed based on research evidence of
the factors associated with improving child development outcomes.

Broader Implications

Although our focus for purposes of this study has been on preschool
programs serving children one or two years before kindergarten entry,
it is important to consider the broader implications of reforms to Cali-
fornia’s preschool system in order to promote adequacy and efficiency.
We highlight three issues here: the consequences for the system of sub-
sidized child-care and early-education services provided from birth to
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age 12, the potential synergies with reforms to the K-12 system, and
the need to consider preschool initiatives within the broader contin-
uum of services, starting with birth and continuing once children enter
elementary school.

First, many of the programs and funding streams that support
services for preschool-age children shown in Figure 1.1 in Chapter One
also serve children younger than age 3 and older than age 4. In other
words, the publicly subsidized preschool system is effectively embedded
within a larger child-care and early-education system that serves chil-
dren from birth to age 12 (see Karoly, Reardon, and Cho, 2007a, for
additional detail). For the most part, within a given funding stream,
such as the Title 5 child development program or the CalWORKSs
stages, the same eligibility rules, licensing and program standards (with
some variation with the ages of children served), contracting mecha-
nism, and reimbursement structure apply to programs whether they
serve infants and toddlers, preschool-age children, or school-age chil-
dren. In many cases, the same providers serve children in the entire
age range. In addition, the entire 012 system falls under a common
governance structure.

Thus, to maintain uniformity within the 0-12 system, changes
to the preschool part of the system may imply the need for comparable
changes to the parts of the program that serve younger and older chil-
dren. In many cases, the types of recommended reforms (e.g., a more
flexible contracting mechanism, a common reimbursement system, or
a QRIS) could be beneficial for and replicated for the entire system,
albeit with some differences to reflect the ages of the children served.
In other cases, such as expanding access, the reforms may be possible
only for the preschool component of the system, depending on avail-
able funds.

Second, many of the recommendations regarding reforms to the
preschool system or the P in P—16 are similar to those recommended for
the K—12 education system in the Gerting Down ro Facts effort (Loeb,
Bryk, and Hanushek, 2007), as well as by the Governor’s Committee
on Education Excellence (2007a, 2007b) and the P—16 Council (2008).
Although the systems are very different and specific solutions may vary
with respect to the P component versus the K-12 component, some
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general strategies in terms of governance, financing, ELLs, workforce
development, facilities, and so on may benefit from addressing these
issues in a coordinated fashion and considering the transferability of
effective practices from the K-12 arena to the P domain and vice versa.
At the very least, reforms being considered for the K-12 system must
account for the possible impact on the preschool system and the reverse
as well. Ultimately, on all fronts, California needs to create a P12 or
P-16 system that is truly integrated and coordinated.

Third, our analysis in Chapter Two confirms that advancing pre-
school access and quality cannot be expected to close existing achieve-
ment gaps. In the effort to raise achievement for all students, but espe-
cially for more-disadvantaged students, consideration also needs to be
given to programs serving children and families from birth to age three,
as well as school-age services to support continued learning.! Other
successful center-based program models with a rigorous evidence base
include the Carolina Abecedarian Project, Infant Health and Develop-
ment Program, and Syracuse Family Development Research Program,
each of which provided full-time, year-round, center-based services
starting soon after birth and continuing as long as until kindergarten
entry. The Chicago CPC and Abecedarian programs provide examples
of programs that continue supportive services into the early elementary
grades and that have strengthened the ability to sustain the advan-
tages conferred through preschool participation. Non—center-based
early-intervention models like the Nurse-Family Partnership home-
visiting program have also demonstrated short- and longer-term ben-
efits. Given the existence of other proven models for promoting healthy
child development before and after kindergarten entry, it is vital that
preschool programs be considered as part of a continuum of services
designed to prepare children for kindergarten and to ensure their suc-
cess in school and beyond.

I See Karoly, Greenwood, et al. (1998) and Karoly, Kilburn, and Cannon (2005) for
reviews of the broader array of early-intervention models with proven benefits, including the
programs mentioned here.






APPENDIX

Supplement to the Targeting Analysis in Chapter
Four

This appendix provides additional detail and supplemental results for
the targeting analysis presented in Chapter Four. Figures 4.1 through
4.3 in Chapter Four show results using alternative place-based target-
ing rules based on the percentage of elementary-school students eligible
for FRPMs at the ZIP Code level (rules A to D). The ZIP Code—level
measure of FRPM eligibility, aggregated from publicly available school-
level data available through CDE, was matched to our California Pre-
school Study sample of 2,025 preschool-age children in California by
ZIP Code. Table A.1 presents results that correspond to the results
plotted in Figures 4.1 and 4.2 for the four targeting rules A through
D, while Table A.2 includes the results shown in Figure 4.3 based on
place-based targeting rule A. Note that the results by income group in
Table A.1 are disaggregated for the middle income group in Figures 4.1
and 4.2 into two subgroups:

* those eligible for state programs only with a full subsidy (i.e.,
income above poverty but below the level at which family fees
apply)

* those eligible for state programs only with a partial subsidy (i.e.,
income is in the range where family fees apply up to 75 percent

of SMI).

In addition, we conducted the targeting analysis using a measure
of the API status for elementary schools in the ZIP Code as an alterna-
tive place-based targeting measuring. In particular, we calculated on
the share of kindergarten students in the child’s ZIP Code in a school
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with API between 1 and 3.! Table A.3 shows equivalent results for four
targeting rules (rules E to H) based on the percentage of children in
the ZIP Code in API 1-3 schools. For example, as seen in Table A.3,
if eligibility is conferred upon those children in ZIP Codes in which
10 percent or more of children are in low-performing schools (eligibil-
ity rule E), about 53 percent of children would be eligible, close to the
same eligibility rate as when eligibility is based on income using the
thresholds under rule A. However, when we break down the eligibility
rate under rule E for the four income eligibility groups, we see that just
75 percent of the children in poverty reside in the geographically tar-
geted areas. That rate falls to 68 percent of the second-highest income
group (i.e., the state-programs-only, full-subsidy group) and 53 percent
of the third-highest group (i.e., the partial-subsidy group). Moreover,
another 41 percent of those who are not income eligible reside in the
targeted communities. Thus, targeting under rule E misses between
25 and 50 percent of children who would otherwise be income eli-
gible and potentially serves more than 40 percent of those who are not
income eligible. If we combine person- and place-based eligibility, the
total eligibility rate increases to 72 percent, where the extra 20 percent-
age points in the overall eligibility rate comes from making the pro-
gram available to nearly half of those with higher income (a group that
is just under half of the total population).

Table A.3 shows these same outcomes under rules F through
H, under which we increase the concentration of children in
low-performing schools from 10 percent to 30, 50, and 70 percent,
respectively. Since fewer children live in areas with higher concentra-

! Low-performing schools in California are often identified as those with an API statewide

rank of 1 to 3. For example, PKFL specified that programs had to be located in the atten-
dance area of elementary schools with API ranks in the first three deciles. As with FRPM
eligibility, we were not able to match the child sample to the API rank for the elementary-
school catchment area in which they reside, so we used a summary measure of the API rank
for all elementary schools in the ZIP Code. The ZIP Code-level measure was weighted
by the number of kindergarten students in each elementary school. The school-based data
come from aggregating, by ZIP Code, three school-level data sources available from CDE:
the Public Schools Database (for school ZIP Codes), the CBEDS school-information form
(for school enrollment data by grade), and the API data files (for the schools’ 2007 base API
statewide rank).
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tions of children in low-performing schools and the children in those
communities are more likely to have lower incomes, rules E to H suc-
cessively result in fewer place-based eligible children but also fewer eli-
gible children in the highest income group (as low as 7 percent under
rule H, compared with 41 percent under rule E). The combined eligi-
bility rate using both place- and person-based eligibility under rule H
is 56 percent, just a few percentage points above the rate when only the
person-based measure of family income is used for targeting. Under
rule H, about 35 percent of the eligible population (19.7 divided by
56.0) is determined by place-based eligibility.

The efficiency of geographically based targeting for different pop-
ulation subgroups using the API status measure is shown in Table A.4
using rule E. For ease in presentation, we have collapsed the second-
and third-highest income groups, for which we present the results from
rule E for income eligibility groups with the two middle income groups
combined. As with the results in Figure 4.3 based on FRPM status, the
patterns reflect differences in the degree of residential segregation by
school performance. Again, geographic targeting is most effective for
African Americans. It is least effective for Asians.



Table A1

Eligibility Rates for Preschool-Age Children in California for ECE Subsidies Under Alternative Place-Based Targeting
Rules Using Percentage of Elementary-School Students in Child’s ZIP Code Who Are Eligible for FRPMs, by Income
Eligibility Status

Rule A Eligibility Rule B Eligibility Rule C Eligibility Rule D Eligibility

By Added, by By Added, by By Added, by By Added, by
Location Income Location Income Location Income Location Income
Eligibility for ECE subsidies
Head Start and state programs 77.6 22.4 72.4 27.6 64.7 35.3 56.6 43.4
State programs only, full 60.9 39.1 48.7 51.3 36.4 63.6 31.5 68.5
subsidy
State programs only, partial 67.9 321 54.7 45.3 41.4 58.6 251 74.9
subsidy
Not eligible for federal or state ~ 43.2 0.0 329 0.0 19.1 0.0 10.7 0.0
subsidy
Total eligibility rate
Location criterion only 57.4 47.3 35.0 25.1
Income criterion only 52.9 52.9 52.9 52.9
Location and income 73.2 68.4 61.9 57.9

SOURCE: Author’s analysis of 2007 CDE data on FRPM eligibility rates by school and RAND California Preschool Study household
survey data. Rules determine threshold percentage above which elementary-school students in a ZIP Code are eligible for FRPMs:
rule A = 50 percent or more, rule B = 60 percent or more, rule C =70 percent or more, and rule D = 80 percent or more.

eluiogi|e) ut AHouaniyyg pue Aoenbapy jooydsaid g€l



Supplement to the Targeting Analysis in Chapter Four 139

Table A.2

Eligibility Rates for Preschool-Age Children in California for ECE Subsidies
Under Place-Based Eligibility Rule A Using School-Level FRPM Status, by
Income Eligibility Status and Selected Child and Family Characteristics

Added
Eligibility Eligibility
Characteristic by Location by Income
Income eligibility for ECE subsidies
Head Start and state programs 77.6 22.4
State programs only, full or partial subsidy 63.3 36.7
Not eligible for federal or state subsidy 56.8 0.0
Race-ethnicity
Hispanic or Latino
Income eligibility: Head Start and state 80.7 19.3
programs
Income eligibility: state programs only, full or 70.5 29.5
partial subsidy
Income eligibility: not eligible for federal or 50.8 0.0
state subsidy
White alone
Income eligibility: Head Start and state 27.3 72.7
programs
Income eligibility: state programs only, full or 51.0 49.0
partial subsidy
Income eligibility: not eligible for federal or 38.1 0.0
state subsidy
Black or African American alone
Income eligibility: Head Start and state 90.5 9.5
programs
Income eligibility: state programs only, full or 63.5 36.5
partial subsidy
Income eligibility: not eligible for federal or 57.3 0.0
state subsidy
Asian alone
Income eligibility: Head Start and state 49.9 50.1
programs
Income eligibility: state programs only, full or 47.8 52.2

partial subsidy
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Table A.2—Continued

Added
Eligibility Eligibility
Characteristic by Location by Income
Income eligibility: not elig. for federal or state 32.2 0.0
subsidy
Language spoken between mother and child
Language other than English spoken
Income eligibility: Head Start and state 81.1 18.9
programs
Income eligibility: state programs only, full or 60.6 39.4
partial subsidy
Income eligibility: not elig. for federal or state 42.8 0.0
subsidy
English only
Income eligibility: Head Start and state 75.3 24.7
programs
Income eligibility: state programs only, full or 71.8 28.2
partial subsidy
Income eligibility: not elig. for federal or state 45.6 0.0
subsidy
Highest education of mother
High-school diploma or less
Income eligibility: Head Start and state 80.5 19.5
programs
Income eligibility: state programs only, full or 66.5 33.5
partial subsidy
Income eligibility: not eligible for federal or 53.8 0.0
state subsidy
Some college
Income eligibility: Head Start and state 77.2 22.8
programs
Income eligibility: state programs only, full or 68.2 31.8
partial subsidy
Income eligibility: not eligible for federal or 54.3 0.0
state subsidy
Bachelor’s degree or higher
Income eligibility: Head Start and state 30.0 70.0

programs
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Table A.2—Continued

Added
Eligibility Eligibility
Characteristic by Location by Income
Income eligibility: state programs only, full or 50.4 49.6
partial subsidy
Income eligibility: not eligible for federal or 32.2 0.0

state subsidy

SOURCE: Author’s analysis of 2007 CDE data on FRPM eligibility rates by school and
RAND California Preschool Study household survey data.

NOTE: Eligibility rule for location targeting is 50 percent or more of elementary-
school students in ZIP Code are eligible for FRPMs.



Table A.3

Eligibility Rate for Preschool-Age Children in California for ECE Subsidies Under Alternative Place-Based Targeting
Rules Using Percentage of Kindergarten Students in Child’s ZIP Code in Schools with API Scores of 1 to 3, by Income
Eligibility Status

Rule E Eligibility Rule F Eligibility Rule G Eligibility Rule H Eligibility

By Added, by By Added, by By Added, by By Added, by
Location Income Location Income Location Income Location Income

Eligibility for ECE subsidies

Head Start and state programs 75.0 25.0 68.5 31.5 63.9 36.1 429 57.1
State programs only, full subsidy 67.9 321 49.2 50.8 40.2 59.8 26.5 73.5
State programs only, partial 52.9 471 48.9 51.1 35.6 64.4 23.7 76.3
subsidy
Not eligible for federal or state 40.8 0.0 30.1 0.0 13.5 0.0 6.7 0.0
subsidy

Total eligibility rate

Location criterion only 53.1 43.9 31.3 19.7
Income criterion only 52.9 52.9 52.9 52.9
Location and income 721 67.1 59.3 56.0

SOURCE: Author’s analysis of 2007 CDE data on API scores by school and RAND California Preschool Study household survey data.

NOTE: Rules determine threshold percentage above which kindergarten students in a ZIP Code are in APl 1-3 schools: rule E = 10
percent or more, rule F = 30 percent or more, rule G = 50 percent or more, and rule H = 70 percent or more.
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Table A.4

Eligibility Rates for Preschool-Age Children in California for ECE Subsidies
Under Place-Based Eligibility Rule E Using School-Level API Status, by
Income Eligibility Status and Selected Child and Family Characteristics

Added
Elibibility Elibibility
Characteristic by Location by Income
Income eligibility for ECE subsidies
Head Start and state programs 75.0 25.0
State programs only, full or partial subsidy 57.5 42.5
Not eligible for federal or state subsidy 40.8 0.0
Race-ethnicity
Hispanic or Latino
Income eligibility: Head Start and state 76.9 231
programs
Income eligibility: state programs only, full or 61.9 38.1
partial subsidy
Income eligibility: not elig. for federal or state 48.9 0.0
subsidy
White alone
Income eligibility: Head Start and state 41.9 58.1
programs
Income eligibility: state programs only, full or 37.7 62.3
partial subsidy
Income eligibility: not elig. for federal or state 35.9 0.0
subsidy
Black or African American alone
Income eligibility: Head Start and state 89.9 10.1
programs
Income eligibility: state programs only, full or 56.5 43.5
partial subsidy
Income eligibility: not elig. for federal or state 56.5 0.0
subsidy
Asian alone
Income eligibility: Head Start and state 371 62.9
programs
Income eligibility: state programs only, full or 56.9 431

partial subsidy
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Table A.4—Continued

Added
Elibibility Elibibility
Characteristic by Location by Income
Income eligibility: not elig. for federal or state 30.6 0.0
subsidy
Mother-child language
Language other than English spoken
Income eligibility: Head Start and state 76.1 23.9
programs
Income eligibility: state programs only, full or 51.6 48.4
partial subsidy
Income eligibility: not elig. for federal or state 41.9 0.0
subsidy
English only
Income eligibility: Head Start and state 74.3 25.7
programs
Income eligibility: state programs only, full or 64.4 35.6
partial subsidy
Income eligibility: not elig. for federal or state 34.5 0.0
subsidy
Highest education of mother
High-school diploma or less
Income eligibility: Head Start and state 77.7 22.3
programs
Income eligibility: state programs only, full or 56.7 43.3
partial subsidy
Income eligibility: not elig. for federal or state 55.8 0.0
subsidy
Some college
Income eligibility: Head Start and state 775 22.5
programs
Income eligibility: state programs only, full or 57.4 42.6
partial subsidy
Income eligibility: not elig. for federal or state 48.8 0.0
subsidy
Bachelor’s degree or higher
Income eligibility: Head Start and state 41.3 58.7

programs
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Table A.4—Continued

Added
Elibibility Elibibility
Characteristic by Location by Income
Income eligibility: state programs only, full or 52.1 47.9
partial subsidy
Income eligibility: not elig. for federal or state 30.4 0.0

subsidy

SOURCE: Author’s analysis of 2007 CDE data on API scores by school and RAND
California Preschool Study household survey data.

NOTE: Eligibility rule for location targeting is 10 percent or more of kindergarten
students in ZIP Code are in APl 1-3 schools.
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