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How are cost models being used?

n Increasing subsidy reimbursement rates
for child care providers (DC, MA, NM, VT)

[% Raising income eligibility guidelines to
increase access to child care (NM, VT, WA)

Lower or cap family copayments (RI, OR, VT, WA)

Improve compensation for early childhood workforce
“’ (DG, IL, MN, V/T)
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Vermont’s
2023 Child Care Bill

Cost Model &
Revenue Study

In 2021, Vermont legislature Historic investment with transformative

commissioned a cost and revenue changes in the child care system:
study (Act 45) to understand how * Expand income eligibility to 575% FPL
* Significant reduction to family co-

much it would cost to create an early
care and education system that [T } payments and none for families under
provides: 175% FPL

* |ncrease reimbursement rates based
on the true cost of providing quality

child care
e Sustain the early childhood workforce

* Fair compensation to the early through “Readiness Payments”
- * Funded through new Payroll Tax /

 affordable access to quality child
care for families, and

childhood workforce.
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Vermont: Real Impact of Policy Changes

Infant & toddler program in central Vermont will move from a budget deficit to surplus

Year 1 Year 2
Cash In
* Tuition $264,500
* Subsidy $158,009
e Staff discounts (524,865)
Cash Out
* Staff wages & benefits S417,044
* Non-Personnel expenses $31,754
CH | LDREN’@ Children’s Funding Project is a nonprofit social impact organization that helps communities and states expand
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Initiating or Shaping
a Cost Model in
Your State or Community
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Common Questions about Cost Modeling

@—? How does this important
process get started?

How can | organize others
around cost modeling?

@ What collective actions
(TP canltake to be a part of

the cost modeling process
in my community?
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Who are the People Involved in a Cost Modeling Process?

‘ You and Other

- Child Care

Advocates!
Families and
Community State and Local
Members Government
Agencies

Consultants or
Post-secondary
Institutions

Intermediary
Organizations

PHILANTHROPY .
Children’s
CHILDREN'® Cabinets
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How to Get Started!

Educate
Spread the work and educate others about what

cost models are and why they can be an

important tool to fransform your child care system.

Organize
Organizing is about building power through

relationships.

Ultimate Impact

Ask
Developing a cost model will give you data to

Depending on your state or community,
demonstrate what your community needs in order

securing a cost model might require
legislation. Find a champion in your state for providers to offer quality child care for families.

legislature or city council.
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Considerations for the Process

Strategies to Secure Funding:

1. Partner with the relevant public agency
responsible for the program or policy decisions
you want to impact;

« Bring together policymakers, intermediaries,
funders, and business leaders who can help
make the case that existing public funds for
early childhood are insufficient;

2. Initiate a cost model process on your own
» Be persistent, build relationships, organize
with others;
« Partner with nonprofit advocacy groups
 Reach out to local foundations,
philanthropists, and business leaders for
financial support.

CHILDREN'®
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Develop an Advisory Panel:

Cost models are strongest with input from stakeholders
representing a diverse set of perspectives;

Work with the relevant agency or coordinating
organization to ensure the process includes an
advisory panel to inform and monitor the process.

If there is resistance, remind everyone involved that
there will be greater community buy-in, greater
accuracy and greater support if the process is inclusive

and community driven.
Once the process is underway, providers and
stakeholders can influence the process through:
« Surveys
« Focus groups
* Public meetings
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Considerations for Implementation

« People are often surprised by the dramatic gap between their state or community’s existing
funding for a program or services and the frue cost of that program or service.

« This can raise valid questions about where to find funding to fill the gap.

« There are multiple and innovative funding
sources that communities are championing to
push against long-held scarcity mindset

« Creating actionable steps to seek these
funding sources will require a coordinated
political strategy and additional partnerships.

« Children’s Funding Project is a nonprofit social
impact organization that helps communities
and states expand equitable opportunities for
children and youth through strategic public
financing.
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Live Demo of Opportunities Exchange

Budget Template
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Thanks

Get In Touch

Children's Funding Project works with policymakers,

public agencies, advocates, and funders.

ﬁ 2101 L Street NW Suite 800 Washington, DC 20037

e  (202) 331-4450

g

admin@childrensfundingproject.org
69 childrensfundingproject.org

’ @FundOurKids

m linkedin.com/company/childrens-funding-project/
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What is a cost
model?

A cost model is a budget built with
the capacity to answer critical
questions that are relevant to
operations and forecasting

What is the annual cost
per child to serve
infants, toddlers,
preschoolers, and
school age children?

What might happen to
my center’s bottom line
if I converted some
preschool classrooms to
2-yr old classrooms?

What percentage of this
program’s budget is
going to the classroom
vs to administrative
costs?

How much more
revenue per child (or
per classroom) would I
need to increase my
teacher’s wages to a

competitive level?
Center for
Early Learning
Funding Equity



PERSONNEL COSTS

Salaties/Wages
Owner/FCC Educator $ 48,880
Assistant $ -
Substitute $ 3,205
Other $ -
Other $ -
Total Salaries/Wages $ 52,085
Benefits/Payroll Taxes
FICA $ 3,985
Health Insurance $ 1,064
Worket's Compensation $ 21
Retirement $ -
State Unemployment Tax $ 46
Federal Unemployment Tax $ 192
Other Fringe $ -
Total Benefits/Payroll Taxes $ 5,308
NON-PERSONNEL COSTS
Food $ 10,200
Legal/Audit/Accounting suppott $ 700
Child Care Equipment Repair/Depreciation $ 661
Supplies & Equipment (Incl. Office & Educational) $ 1,070
Insurance: Liability/Business $ 700
Staff training & education $ 513
Telephone & Internet $ 1,272
Rent/Lease/Mortgage $ 7,133
Homeownet's Insurance $ 288
Utilities (gas, electric) & general home repairs $ 1,777
Repairs and Maintenance, cleaning for home $ 317
Consultation Services $ 500
Transportation for field trips $ 306
Miscellaneous $ 1,634
Total Non-Personnel Costs $ 27,071
OTHER EXPENSES/RESERVES
Reserves/Capital Recoup $ =
Indirect Admininstration $ -
Total Other Costs $ -
Center for
TOTAL HOME EXPENSES $ 84,464 Early Learning

Funding Equity

NORTHERN ILLINOIS UNIVERSITY




Allocation of costs by age group

Personnel FTE Salary Total Expense Infant/Toddlers Twos Preschool

Site Director 1 80,000 80000 16,410 12,308 51,282

Additional Professional Staff (out of
classroom)/ Assistant Principal 2.75 55,000 151250 31,026 23.269.23 96,955

C O StS C a n PreK Lead Teachers 5 53,000 265,000 212,000
b e Birth - 3 Lead Teachers 6 43,000 258,000 172,000 86,000

d I. l,o Ca te d Teacher Assistants 11 35,000 385000 140,000 70,000 140,000
aCross a g e o At 1 29250 321750 128,700 64,350 128,700
g rou p S to Lead Floater teacher/sub 2.2 50,000 110000 44,000 22,000 44,000
p ro d u Ce Assistant floater teacher/sub 2.2 32,000 70400 28,160 14,080 28,160
p er-c h i l d Family Support Specialist 5 40,000 200000 41,026 30,769 128,205

CO StS Cook 1 28,000 28000 5,744 4,307.69 17,949
Administrative support 1 40,000 40000 8,205 6,153.85 25,641
Janitor/maintenance 1 28,500 28500 5,846 4,384.62 18,269

Center for

Early Learning
Funding Equity

NORTHERN ILLINOIS UNIVERSITY




A cost
model
uses
variables
and

formulas
to answer
key “what
if”
questions

Instead of building a budget with static numbers, a cost model uses Excel
formulas

Examples:

* The total cost of educational supplies = (per-child cost) x (# of
children)

* Total lead teacher salaries = (# of classrooms) x (#I'TE lead teachers
per classroom) x (lead teacher average salary)

In a cost model, each of these variables can be changed to discover what
the impact would be on overall cost and program financial viability

‘ Center for
Early Learning
Funding Equity

NORTHERN ILLINOIS UNIVERSITY



Live Demo of Program Cost
Model




Cost Modeling for
Policy

How states are using cost modeling to design
child care tinancing strategy
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Now, federal regulations
also require states to
look at the cost of
providing services.

Historically, the federal
Administration for

Children and Families

(ACF) has guided states

to focus on comparing
reimbursement rates to
market prices. 4

Goal:75th percentile Goal:Meeting the "true
of market rates cost of care” for high-

quality services
“ Center for
Early Learning
Funding Fauity



Tool Market Rate Basic Cost “Cost of Quality”
Prices and Costs used Survey Analysis Analysis
are two primar
. > / How much are How much does it How much does it
information providers charging cost providers to cost providers to

ded What it private-pay families operate their operate their

= .e to set for care? programs while programs with high
subsidy rates answers meeting required quality and
and overall health and safety adequate
funding policy standards? compensation?
for child care To understand the

extent to which

subsidy rates allow
Why we parents to access the

full market of
available care

use it

A Early Learning
Funding Equity
NORTHERN ILLINOIS UNIVERSITY



What a Policy-Focused Cost Model Is,
and What it is Not

A cost model is

A representation of a 'typical' child care

center or home-based program using
strong business practices

Informed by extensive data collection
and analysis of the state's ECEC data

and other publicly-available data

‘Pressure-tested' by providers, state
administrators and other state-based
experts

Aligned with the Provider Cost of
Quality Calculator (PCQC) data points

Meant to inform state funding and
policy decision-making

A cost model is not

A program-by-program representation
of actual daily costs of any one child
care center or home

Meant to be used by providers for
budgeting purposes

Meant to be used as the sole driver of
reimbursement rates paid to providers
by the state

Only relevant for understanding child

care—preschool funding systems need
cost models, too!

Only representative of subsidized child
care—rather it is meant to model the

entire ECEC system in your state

‘ Center for
Early Learning

Funding Equity
NORTHERN ILLINOIS UNIVERSITY
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