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' sconomics of early ehildhood education and day care. The first -

section of the essay takas up issues in. two broad areas of policy:
(1) social .ffici.nC{, and (2) opportunity and ‘equity. The first
class of issues implies a resource. allocation question; the second
class of issues addresses the questioh.of private versus social
payment for a given service., Costs and benefits related to the

i’ provision of early childhood.sﬁcieiviorvicoi (including ¢hild

s

+
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benefits and mother's labor force participation benefits) are
discussed. The second section: reports empirical aspects of issues
previously discussed. Intefnational comparisons are made of
kindergarten or pre-primary education, day care or creche facilities,
levels ofwvexpenditure, unit -cost ltrus;ures, and public versus

private finance arrangononts..&ho thirfd section further explores the
social benefits associated with expenditure on children. In the final
section, ‘Jeven priority areas for further research are identified. '
(Author/RE ' :

~

..t...t......&............ﬁ?..’....i........*......Q.....‘gi‘..........

* - Reproductions supplied. by EDRS are the best that can b made *
* - : -from the driginal document.: A N

N

s

....;..Q......*............ﬂt.......Q...*..*....h.ﬁ.....‘(&&*@**....... .
. ’ . . . l‘. 4"
4 .

"w
*

] ’{




4 -
* NATIONAL INSTITUTE OF EDUCATION

EDUCATIONAL RESOURCES INFORMATION . .7 . R R
CENTER (ERIC) ’ THE ECONOMICS OF EARLY CHILDHOOD
. 98 The document hag been reproduced as [ .,
recerved from the person of organuzeton ) ’ R . »
ongeating 1t : EDUCATION AND DAY CAHE T
Minor changes have been malis to improve . ODUCE TH!
quaiity . “PERMISSION TO REPR
’.?"?:'ﬁ“ —= ' ' * ¢ . MATERIAL N ﬂlClOFlCi'E ONLY

* Portsof vew o cpmons ated i docu 2 L HAS BEEN GRANTED BY
2 ment do not necessanty represent ofhicul NIE “ h‘&m“ . ., ) % ,
< poscion or pokey ‘ 8chool of.BEconamics U’fse' -
. b . \ .
- ] ' . " 70 THE EDUCATIONAL RESOURCES «
I. :Elrrmwc'r;w | _ . .. ) R A TION CENTER (ERIC) "
» ’ ‘ : am . .

-

! w’h"i't“&re the resources used for the welfare 6f yéung children in

v es

 Sors

£D21é342

g “u ‘ ' . / .
ctntemporary ‘Western societies? the level of e.xpenditure on such
a..t:.vztzes as cz%chea and kznderga.rtens soc:La.lly optimal? Vh'az'is the

' concept of optimality in thls p&rtlcula.r area? Wha:b does society get back ' _ .

per umt of expenditure dn speclnc ch:le servlces prmsmn’ How ia' ihe

-

total r‘esource expenditure on chlldren financed in dlfferent countrie ?
. ' .

'These are exmples of questions one should ask under the heading of‘\7 o

‘.

the .economics of \arly éhil'dhood services. The'aim of this essay is to

- briefly survey these issues from the theoretical ahd empirical point of

 view. ' , L . w ) S
] —_—— ’ . . ﬁ ) a
3 ‘ The_existing literature, Over the last decade, econamists have increasingly

addrés(ed themselves to children, The starting point wes fhg new economics

. of the fﬂnlli, stemming from a séminal article by Gary Becker on household

9

several directions,- 11<ex¢lamiﬁg the qumt1ty of children, the detﬁmu .
of clnld qnality, t.he issue vhether cluldren are mv‘tatmnt or consumpti

_production ‘and tv value of}tme 1 Econamic research in this area ook & ]

2 " .
.'goods and several other. - . 7
:) ) - ) ] *
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One particular area of past economic research relating to "children"

b

(broad:ly defined) is the eéoncmics of educa.tmn The literature is
‘extre.mely rich on the extent to vtuch educatmna.l expendltures are an’ /

investment and whst 15‘ the social and pr1vate pre.ﬁtahhty of ‘this invest-

ment. Yet\a scmt Bla.ug s recent ed1txon of an annotatedrmbhography
in this field réveals that.out _of the 200& 1tem‘s Tisted not much 'vefers to

the economics of prerprimary bducgticu.3 . ,
. i : J
The Policy issues. 'l!he pohcy issues rega.rdmg the pronsmn of

- ’ M ‘s

‘ser‘hces 'to young Chlld.ren could be olasnned into (a) ‘Soc1al efficiency

and (b} OPPO‘I,’tunl‘ty -and equ' Y 13 ues. @ > ' ‘
The first C{"ss bf/i/ fmply a resourice allooatwn question. Is

/ l
nt of nurse schools? Should the 4
. - . ) & ~

in a given country? What is the social

too much or too little

capacity of c.:rt?ches,‘br'é -:'i.nvc‘
pnof_itabil'lty of expendifurg on deycare facilities? '
(N - * . .
- 4 » . -
' ¢

. Phe second class of Yssues is addressed to the private versus social
ssues : p

.

payment for a given service, e,g. what kind of parent (e.g. srich/poor) uses .

-

vhat kind of faciljyy? Or, hov is the full cost of a given social provision ’

\
‘ for children financed out of the generzsl texpayers' money and how much by

~

parental contridbutions? . Co . .
- ' Y ] R ) - R -t
. These questions impYy both normative value judgnents and pogitive )
. . b ‘ . ) .
enalysis. ~ Services for children as those described above, entail_the use

of resources that could be used on something e‘e, say, crime prevention.:
: [ -

. Given the i‘act that different sectors in the econory compete for the use

of limited" resources, how do services for young ch1ldren compare with other

gervices? "thould one aim for,a 100 per cent crdche and kmdcrgarten

~2 -

coveraan? :If“nof', wvhy and to what perccntfge' ? .
i . o : ‘ . N -~

.

. o ’ M . L
, One an&lo;:.r‘cnn be drawn by comparing the social

LOSLA versus, TOSTA.

welfarc cffects of RO'SLA (Ratsing of the Schodl lenving Age) to what we (

. - . . \ M
’ M . . - -
- " a7 .. d ,
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shall name LOSLA {Lowering of tt?e School entry Age). " After World Wer II

* meny Europten countries pave- instituted ROSLA (e.g. England, Portugal and
. ) N

Greece) and we seem to have some knowledge on its economic effects.

htendinfcanpufsory schooling bdckwa.rds, however,:is rather novel (cf
[N \ < — - L [N o
o ! . Y, . . s ' . .
discussions in Frence, the Netherlands 'and Finland) and no literature exists
Y - - - . . »e i " .
on the etonamic effects of LOSLA. :Clearly, one cannot extrapolate the-

effects of ROSLA backva.rds because of the'a.ge difference involved: 1In

Ly

-the first-place there mus_t be cpst d1f1’erences betveen the prov151on of
- 4 »—q\\.

educational fac1f1t;es to, say, 'Lyear nlds ®pd 3 year olds. Second end

L ® perhaps more mportent there ‘must be d1fferent1&l diffusion. efi‘ects or the

1

regulting benefits. For example, the eai'ly childhood educ)ati?mal benerits
. : - s (
¢ might diseppear a few years after entry to the campulsory primary cycle,
. . 7.

vhereas the effects of ROSLA might be lasting -over a lifetime.

But let us have & closer lock at the costs and benefits related to
- ] L \.

the provision of early childhdod social services.
. '
N The cost side. There exist many concepts of what is the "cost"of a social

service and same of them are more.relevant then others in ‘analysing the

economics of activit;ies such as dgycare profision end 'kirdergarten.

. . * N N -

.

‘. . It should be exphcﬂ’.ly stressed tﬁ&t certam Govemmept exnenchtures

»

on- chlldrea’(such as f'amly a.llovances) are not part of the economic

»

. (socml resource) cost of the semce 'Ihese allowences are smply tronsfers ~-)

¢
N

'!?cm the rich and those who do not have ‘chil’d:rErf to thode who.have. - Thése

" allowdnces do not entail ' prodJctlon ‘or use of real resource° in our sociecty

e and hence are not relevnnt‘ to the efhcrency an\sc'ussxon However,“‘ehey

. . «

are mportan‘p & & mée.,ure oi,‘"the we1ght given pysdli‘ferent' 5ov'emmeuts to

4

slc:cial velfaré and also cay influence the desired ‘optimel sYeaof the

. \
< - v °
R f .
ly~ . . '
. . .
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‘fhgtJ/realIy matters is the opportunity (rather than accounting) cost

‘f the service. Whether <_1ay' ,c'are. i? socia.li!:;. ;rf)vided (say by a st.ate - T
k -'ﬁnqnced créche system) or not, ba.b‘ig ;re'glre‘ady ta&en'care of at home
° - by their"mothers. Therefore, the true incremental cost of the s,oc‘:{al?

-

_...  service is that in addition to the existing best alternative, ie. day care

" at home. It is the comparison between the unit cost of mother's time and
. ’ A .
the unit cost of a day, care centre that cgn‘paﬁia.lly,s decide the optimal

allocation of daycfée'-resources between the fanuly and extgrnal-,institutiods. .
‘ \ . .

A
. | N N ' ' .
The benefits side. Jt'might be ugeful. to classify what the bepefits

a

/ society as a whole expects from the ‘provision of services for children :

o under threc’ ng‘t. mutually exclusive, headings: (a) social demand
‘ .

satisfaction, (%) child development, and (c) parental labour force
) . . ,

.

. ‘ » . 4 Lo
participation. . - . .

b . e . ' R [] .
- © The demand for kindergarten services might be only due to th‘é fact

s

v

- that pamnts\gsh to "consume" such service in the same way as they consume
rv

eny othetr se ice » For example, & housewi fe might value the extra leisure

-
.

~ time made available to her when her'children attend nursery school. In N
‘such case, the value of the social benefit dssociated with the provision .
v

of kindergartens is equel to the ampunt ‘of money parents are willing to

pey in oxder to enjoy the service.

- A !
» . . :
' . - . ;

However, this consumption view of child facilities is not inconsistent
N 4 A I3

with the investment<view, ie, the fact that kindergartens provide,z;dditional,

long lasting benefits "accming to the child and the mother,. Let us examine

.

them in turn. ) ' ’ ‘ *

) ¢ A

-
— . .
3 . s Y . . . A
Child bercfits. Thece ecen be diva deds>g£o two major sub-cetegorics, First,

-~ . Q

early cognitiwg dvvcle;rnnt und, sccond, wltimate educatlional attainrernt ‘and

lifetime earninge.

L4
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(i) From femily and'kindergarten to early ability -

In order to assess the first stream of benefits, one must assume tt}‘:e \

_existence of an eariy ability (A) generating process, say A = . f(F, K),

vhere F stends for family background and X stends for :k;x;dergarted/. Both
Yo eqd K contribute to the _develq.pnent of A. 'Howev‘e'r, .cpe would like to
know the exac‘?’. algebra,ié speci‘ficatim of ‘this function in order to. ax;swer\

-

the important Questlon af the ease of substltution betveen -family and
kmderga.rten exposure to the develbpment of ea.rly ab11,1ty. . Clearly, .

<

kmdergarten exposure is eXpec'ted to have ar\Aboosting eﬁ'ect on those !

4

children eomng from low F (say, as measured by the educatmnal level of the

mother)/) But what about those ch1J.d.ren ccnung n-om high P2 Is .hlghly
educe?ted mother a better informal teacher regardmg the development of

-’

early ability, relative to a nursery school teacher? ‘These are important
' . - 4 . ' LIS v

- 4 /
. questions that can be answefed only by refetepce to empirical data. =~

' Another crucial consideration 'in;this respect is the écmpari/:‘n \

- -

betr’,ea/the "faznlly pr1ce and the "kmderga.rten prlce 'in Cha.ngrng A by e

. gwen amount .’ Socaal pohcy on kmdergg.rtens must be based on the emp1r1cal
relati'ons'hips between the margm.g.l‘products of F and X (g;, -g—?f,' der:wed
from the produc‘tlon ﬁmctlon and their cost at the ma.rket place (Pf, k).

'

'I'he optma.l number of kmdergart.en services is”found at point M where the,

rat1os of the margma.l productg and-market pr1ces of’ F and K are equal to
£ . ) . . .

e'ach other -0 '_-‘

-

| SR . y :
"we

’

..(ii) From early ab111tv to educafional sttainment

g ~ [V
'

- l 'a,rly abiéf\v is‘a—fed os an input to the next ctages of developmer;t; .

4
auch as late ab111.,y end ultimate egucatj.onal levcl completed. To put it

l
L ) ’ -

,forma]]y, ear]y l1ty 1° a raw 1npv to the educstional prodaction i‘unctlon,
" - ED = ol 1nputs). whcre ED con stand either for the ultimate :
L ' > '
. - . & ’
e« ' : 9
- 2 . - . “A . { ' . *

2 H -
o . ' A
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s . .
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level of educational attainment or an index. of scholastic achievement, and

? .

. - -

A stands for early a'bilit}".
P . : .-

. . - B J/ R

‘* A higher levEl of previously genersted early sbility is tantamount

to a louer7c05t of the formal educational brocess The rav inputs' to this

process (say,‘ ch11dren at the _age of 5) are somehov alrea.dy formed end

make tlﬁ task of the prmary school teacher easier’, Also-r—a h1gler ea.r%.\y‘
A m1ght remove a particular hanchcap of the ch:.ld at an early stage and

thus enable him or her to attam a higher ED (eg complete high school
s
»
mstead of drbppmg qut).
* I4
-

7 (iii). From education to eamings

e
;
L]
L 2

s .
However, this is not the egll of the causation chain. .A higher level
. . e - -
,of educati_gha.l attainment can lead to a better occupation end hence higher

eamings over a life-time. Although one would expect the impact of early

sbility boosting to diminish as years go by, the possibility exists that

'kinderga.r_k'ens’}ﬁght'have a lifetime lasting effect. _ |

The leng chain of caushtion just described is, schematically summgrised
. . _ /7
in figure 1. ‘

A ‘ . y L4 - 3 f
Mother's labour force Hrticigation benefitg. When a mother's time 1is

freet because of the pronsmn of a day-care or x‘ursery school place for
her child, she can use wer free.tz_'me in two ways: for mcreased "home Ci
preduct'ion" (ie. s}lgopping arourd for -1<;wer food prices 5 better quehty
meals, ctc.) or qut of,h;me productio‘r: by Participa“t:'mg'~ in"the labour
force. To the extent' that her merket wage is higher than the ifnplicit‘j N
(s}\adow') hore pr.oducti 51. vage, Lhis difference ‘?ejcveer..the two kinds of
"wages" is at ‘the same time a privute and a socigld beneﬁt fesul't{n‘g fx;qn )

. / . “
& /
the previcion of the nursery cchool place for her cYuld

[ 9

.
L
A
L]
oo
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' _However,, the stream of benefits to the mether does not end with the -

- »
v

end of nursery school. The faqt/t.;zat she has not interrupted her working

-

1ife means she has .accumulated experience, ie. h special form of human |

+" cepital vhi¢h will provide benefits over a 1ifetime. [
a o( ’

. . This discussion is/{illustrated in figure 2 showing.the age;earnings
> ¢ profile~s of a.vyorking mother whose child Has been En day care or attendirg

. nurserv school, and thgt for a nop-marriec"l \.aorking female as the control

-

L O 'g'roup.'r The social benefits associated with daycare provision are only

? .

those in exc’gsa of the implicit domestic production, value of the lan—working
. . mother (area ACDG!. Note that the damestic px‘o—gction value (shaded area

.CDIH) is immaterial .for the social cost-benefit ca.lcuiat:ion.. The second

part of soc1a.1 benefits canes from investment by training tn-the-job

(GBFE) Tne total plus area (aftex proper d1scount1ng, of course) can be

compared to the minus -avea (HIKJ) representmg ihe soc1al cost of da%are
. faC1l/1t1es, in 9r<1er to gr;nve a't an overa.l‘l prof1tab1l1ty measure of the
service. If the lgenefits exceéd the c'osts,, this is a signal pointing 'at
;..heAde‘sirability of increasing the c"apqgcity of creéches or kindergartens.

2 N . .
3 . .

B

Evidently, the case presented in figure 2 is highly illustrative.
Tne profiles of married and single fema.les will différ for a host of reasons

other than ch1ldren dependmg on the particular character1st1cs of the .

-~ © A

individual (such as coI_Lour, or educational level) and these are gonsiderations.

that must be.taken in’to account in empirical applications of this framework.

y . -~ , o “- "

e

B * .
- . 1I. SoME OEDERS OF COSTS

. - '
After having provided a theorcticel taxoncry of issues ard relevant
, items to lcck at, wha% follows is an attempt to document the empiricdl siZze .

. . T q '
of sorme of the vuriables discuczzed above, The total.anmcunt of rcsources
- \

. , .
“uced for scrvices to children is a first consideration we focus on.* But

\
> \
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a

because of the scarcity -of data in this respect we shall approach the issue
’ ) P )

by means of several steps and ve shall 'alsc"hmre to meke bome mpproximaticns.

Ode st.ep is to s‘tart by exgmnmg the coverage of a par’tmu.lar lerv1ce rather

~

than 1ts cost. - T B . :

kil
4 v
-

»
-

Oh_coverage. Let us .sta}t,from the provision of kixidergarten or pre—prima.ry

edﬁcaticn. * Table 1 shovs a rather astonishing dlﬁ'erentla.l coverage oi’

°
<

nursery schools in OECD member countnes. Jnereas France hag a 100 per_ '

cent coverage oY the 355 years old, the USA covers only 52 per eent,; Japan

39 per cent, New Zealand 32 per c;ent .,and Norvéy- 13 per cent of the

're‘levant age gr'oup. * Clearly, part of these wide diﬁ’efences a::e due to .
differenses in the defuutmn of pre-prma.ry education or in the canpulsory |

' school sta.rtmg agz But perhaps the major part is due to a differential
+ ¢ v .
ph1losophy~gon the pros and cons of nurse:"y educatmn. . T
N cr » ' i ‘ i N
If the difl'f,erences‘ in the level of coverage between countries are not’

: v
&
stnctly canparable, a more va,11d comparison dgn be drawn by reading Table 1l )
horizontally. Namely countnes such as Gemany, Norway and Portugal hitve

nearly doubled the 3- -5 year old copverage m a six year period, vhereas in

I

other countries the part1c1pat1on of[oung ch1ldren m pre-lompulsory

education fac111t1es has shown only modest increases. Evidently, -questiogs
arise at this point as to whether this is the result of an intentional

> 5h
educat1ma1 poiicy or simply the reflectmn of sognal demand" Spould -

countries that appear "low" in this league tabdble attempt‘ to ac\c71erate
. ( ,
kindergarten provigsion? Answers to these questions can, result only from a
- .- o . f
social cost-benefit calculus as that outlined in the previous Section.
~ - . .
’ s . * -

‘The provision of day carc or crdche facilities. Although, the statistical

> -~

information cn this front leaves much to be desired,,there exists just
-differepti®al availability of places in this respect. - F&?rmg créche,




~

-

v - T

p‘laces in Portugal cover only 3. 5 ‘per cent of the O to 3 populatmn age - . -

group. To what extent Ittgs f;gure'ls "low" or, pertaps, "high", depends
, upon what one expects from vdm.;,' care provision :jelétire to its cost. The
. t ! .
. .' » : " L3 ' 3 L3 .
‘correppoﬁdmg créche coverage 1n Greece is 8.9 per cent, in Spain 10.8
. . R

per cent an\d' in Germany 20 per cent. K1ndergartens have grovn much faster

thax; 'day nurseries in Japan and also cover a larger portion of the
A ¢
Opulat:u:n (%0 versus 20 per’ cent of 3-5 age group, re'spectlvely)

The level of e:gpenditure-.' : Intematibnal statistics are not \ery forthcoming

' o

* on social ‘éxpenditures for e.hildren. For example, UNESCO_luaps together,

. pre-prmary end prmar_\x educatmna.l expend1tures. 'Also, this .expenditure )

/
Jﬂoften an underestimate -of its true level because of the many factors

-

invalved (e.g., the Central Govemment the loca.l author1t1es and the

%

parents) For exa.mple even if properly recorded off1cml expenditure

" statistics in Germany would have missegd over thre -quarters of the tTue

\ . .

expenchtum on 'pre-sdhool education.
- " '\ X - '
Instead, on the basis of a variety of individual country sources, it

+

was possible to compile Table 2, showing the expenditure on pre-school
» . , -~

education and daycare in a smAll - number of countries ac a percentage o

the ooantry 8 tota.l recurrent spendmg on educatlon 'Once more, the-

4

* differences ‘betwveen the individual countrles should ‘not be taken literally

) . ,“
’because of dei'1n1t1ona.l/and stat15t1cal report;mg d1sﬁ/{epanc:xes. Pre-

a—

prmqry and primary education comblne \t‘ ypically, account for one- th1rd te
onc-quax'ter of the total education ‘“um'et leen the earlier doeu:rented
fuct that enrolment in pre—-prma.gr classes i§ well below 100 per. cent in
most’ cciununes, it is not curprl*:m;; that the total resourbev)eﬂm‘t ed to
that levcl of cducation is comparatively small.  Although necessaty,

howavcr,\%this is not a suflficient conditicn for the observed fact as it also

> dependn np?n the average cost per enrolled pupil,. '
' ) 14 ‘ b ~
. X " .
¢ ‘ /0 4' L . . ¥ ‘

- b M ) WA . >’




. i‘amlhes to the rfﬁncsw of prerschonl mqtitutnoﬁs‘ . .

- e L A . . . ’
. W . " . <
v . . , B ‘ . «

A nyiber of alternative sour;':es ‘give' an explicit breakdoﬁm of the total

educatlonal expend’iture by level and cmﬁrm the fa.ct “that what is spent at |
the pre—prmaﬂ level is sma.ll relatlve to the ot’her levels.- For exwple,

m Switzerland the ratio. of nursery tozrunary -school spendmg of the

.
-

' - »

_Cantcns in 1977 vas l.lh. ] . e

~

. . The unit cgétitructure. 'As mentioned above, it is the 'faer child cost that

' matters in assessmg the desualblhtr of expansion of services to chlldren e

’r
We dlready have some knowledge on (h‘e ‘grlmary-seconaary-hlgher educatlon

unit cost structure. Rea,chly available mformatlon or! pre-pnmary unlt

- i .
costs -is Yirtually non-ex:;stent,. However, diffe?rent pieces of ende.nce on
participhtion and ex‘pendit\ae were "matched as.to arrive at comparative

L]

\Table 3. The information is again very thin and should be tredted with

ceution. -But it all points to éne fact: Nurs‘ery educatlon is much chesper

than primery educatlon ’Ihls is conﬁrmed by an earher co'st analyms

m France , Japan and the Un:.ted ngdom where tbe pre-primary \ao prlmary

] wnit cost rat1o in 1970 was of the order-of one th1rd in all countrles

2 - ’
- «

Coruld the’ dlf;erentlal cost of p}‘e-'pnrary educatlon documented earher .

’

be due to quahty e’ferences between countrle's ;5 for examplo, m thes

utlllsatlon of teach?rs" The avallable endence points to a negat1ve

answer. ~Student—teacher ratios in pre-school edu(Cauwn are of‘the orae*

'y

of 20 to 30, Je. ve_ry similar to th%ée observed at the\prmary level arfd do

not dlffer dramatically between countnes. S L,

e : - .

The Public versus Private Financ_eJ.’l One impo‘rtant considerati,on reg&rding""‘, ‘
’ . N . © .

’ '

the cost side, is who p#ys far 1it. The propprtmn ‘of the time cost

i S——

covered by public funds, reflect to & large extent the welght given by the

R L]
state to prc—schoo] educct10n or de;/ca're provis JO").. Mternatively, the

LY

sharc of coot'pauid pr.w Q’.lj iz’ w‘ indication of tlc importu:cf_ given by

-

1] [y
3

,/ o . . . .

'\4' /. / « [ -:"
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’I'hus as judged fycm the em:olxhent share in Japan, three quart s'of
'kmderga.r‘&n educatmn is pnvate Hov;ver, the private sha,re drops 1

drast:.cally by smg,le» group ‘ In tems‘of éosts, ‘the private share

- . ‘e

" becones zero at the prmag‘y enmcatmn'al level ‘and nses again at the post-

compulsorg\level. Also, fhe pnvate fmence of kmdergartens has fallerf

bet,veeﬁ 1965 and 1973 as a h1gber share of the .cost "is. borne by the state. .

A"s:unlar evolutlon "is cbserved in, Italy vhe;re the small state kmder—

garben sector_ is gromg faster , than the pr;vate sector. 'In Denmark there

J .
exlsts an mtqrestmg saheme covenng the bost of dgycare rac111t1es. JThe -

" capital. costs. are bome eutn'ely by the symte, -phereas 35 per cent of the

J/ » N ..
recurrent cost is pa:xd by the .parents, In Belgnnn, parents pay only FB

[ ]

159 per daymds the FB 935 i‘ull cost of & public creche.
’ LN -

sy
B - . ’ . "

Accord;gg to Uﬁesco data, the pr:nate share . m p:e-—school enrolments

ranges fram 0 in Yugoslavm to 89 per cent in I"orl:ugza.l.~ Other Mediterranean
countries, hke'Spem_x ‘and Tur;;ey exh1b1t higher prfiate sha.res, vh‘ereas 4
tHe corresponding figure in Dem;xark, Iceland and the United K'msdom\1s

below the 10 per cent mark,

.
v

.. &, .
. at

of
IIT. DOCUMENTING THE BENEFITS
,i ‘ f. * . , o . ) .
As qnent.icixed in the )introductory section, the gocial benefits associated
L4 -
- with expend:Lture on ch1ldren could be divided into two parts: those occuring
tqt roc:Lety via-the child and those: génerated v:La the v‘or\ﬂng mother. Let

us examine some evidence on these two fronts, .‘ o
[ " vy U

- . ~
- f

R

- Benefitq lvié. the child, The psychologmal hteratlkre xs rich ih results
* o

'/oncermng the dcvelopm( nit ‘@f human ab111t1es and general mtelllgence, and

at the dame t;m r1ch on con‘tro‘vcrneq regnfdmg the significance a.nd
* L W) i
rc'llr.bllxty of ‘Qne existing c stlmatc;..g- ;

o

-

4




F‘mm our pomt “of v1ev the two most c‘rucml questlons we are interested-
J vt
n- are., f;rst, the rel:gmns\up between e'a:rly ability” and late a.b111ty, and

<

' seccnd t‘he re;atlcnshl‘p between abzhty and the later’ perfomance of the

individual in school‘ and soc1ety m' genera.l. h .

-

L}

(a')l 'I'he' correlation between early aﬁd late "abilitx.‘
. —F

-

'te'tmg‘vluch' reflects cnly pa.rt. of the ability “of the 1nd171dua.1 Giver

" this quahﬁcatmn, the- correlatmn betv!en ea.rly and late ability is ‘o

o
the hmh si - . ) c :
‘ N . Ll |
Thu‘; ‘the zero-®rder correlatlcn in Jenck's work betw;en ea.rly and late

&

e

LN )
4/fQ is .8_30 10 "‘&h—e qorrespdndltf’g correlatmn in Fagerlxnd\srk is %‘5

[}

Bloomlz_ reports that 50 per‘cent of the ab111ty level of the 1}d1v1dual is

bu11t by the- age of L, and Jthat. the ab111ty ®level increases by 60 per cent
« 3 . <@ \

between tbe ages of 4 and 6. He also reports a series of correlatmns

between eurlx and- late ‘IQ *excess ‘of 1&50 rrom other stuches Selqws}qr,J‘B

+

= : . y .
xt'ports results vhere the early to laté‘TQ_coeﬁlmehts-arAseqeiﬂ%ed—uith_ _

N
¥
L4

low stahdard errors. A . “‘ t .
. : A’»« 5

T

1(1: should be noted, hévever, that Averch et al (op.clt S P 132)
- ‘ 3
report evidence that altjewih pre-school mterventmn hns a-def1n1te
‘ 4
initiai dnpact on’ ablhty, dfter a- few years . th1s "impéct fades e'.uay arid the

"IQ of the control group is nearly equal to t.he I of+the experime al group.

.
. o— t

(b) Pagrly ebility and life chances

-

-In my Opinion, the best evidence ,on this front qomes from the sociological « .

l1trarature cn path az.a.ly.,ls 'Ii’hi's links togethe’r sevgral of the veriables RN

in the famly-eg.r)’y a’bllltyveducat1on-em'nmg° nexus 'in a nea* tefnpora'l

o~

cmus ol sequon ce .

a
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) ; ‘ :
- §
Two such examples are-chosety, one from the Uruted States and the other

\ : 'om_Sveden *(frigure 3 end k). . The pumbers cn the arrows: are "path’ ' -

<

coefficients" and their sue denotes the relative‘streng'th of one veniable
- . N ot - .

h * _ e e SO . ' . . ' "' «
1 ~_The e'mpincal estimates in the two countries are

A

" ., .in affecting the next .
- ‘/'etri,ki‘xxgiy ’s;im’i’fa;. Thus there e:nst very strong Iiaths betweén ea.rly and

, . late abil.ity-,*.renecting the pesitive comlatlon-reported‘above.‘ But th: '
T simple mo_c}e;. is nmow egcpaﬁded to include the efre\ct of €arly ability of the .
L ~devel of edﬁcatior;al atta.inment‘o,f the individ_uai, .}"he evidence points |

e * \ —

to-the fact thik effect is fairly strong. Also, a high level of educgtion
3 . . > . ! , M - .
7 "L ' . i ] . . T e

means a better occupation, thus indirectly influencing the level'of earnings

Al . .
.

later in iife. L ) .
s ) That there exist strong direct.and indirect ei‘i‘ects between e!s.rly
Yy . r

'1 ty a.nd later life chances 1‘3 a matter oi‘ fact, What *is not known,

' ‘ - .

however, is the mbneta.ry sIze of the benefits m érder to compare them to

S the cost bt generatmg this abilitys Kmdergarten (K) is a mssmg variable

to be nlaced scmnvhere betveen R o and "A—early gures 3 and L.

- * ) ! ‘ . L ”

& v ~ —_—

' e ) - . . .
Benefits vig, the moge{.‘ The best way of tt&tentmg-the potential benefits

' ’a.ssoz:iated vit,h. earl’m&od services via

labwr force part:.cngtmn of m.arned females by age .

. part1c1pst1m rate of marned women dipe sha.rplv betveen the mostly pre-

oo » v [

chlldren and chlldren-rausmg ages of 2¢-24 and 25-29, respBctively.

~

mother, is evidence on’the .

-

The labour. force

&

Regardless of differences between the level of female leBour force particip.ation

rate.in various cgunt ries,

N by 15 to 50° pei'_ .cent be&ie‘n the tvo age groups.ls . N

————\ L

-+ With vei'y few exceptlons, the ,all trend has been on an increase

-in the female lcbour force
. /-

\ ~geyenties in most countries.

the common festure is a decline of participatiom, .

v ®

o

participgti®n rate between the ties and the’

o

14

.
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_ Ancther related diménsion is the parallel increase of the educhtional

. attaigment of females. The lebbur force paf'tfcipfgﬁ'im rate of women is a

.
-

. sharp f>ositive function of education. The li‘r\.xk here mist be sought in the
. - . v

high op’pdrtunity cost of the more €ducated woman 'aSSOCiated with #faying

at’ hcme Al‘chough the viplue of home production Fennot be Qaveremphasmed

the ract that. a yoman demdes to seek pa.ld work in the market means that
. her maney wage is higher than the 1mpl1c1t shadcw price of working at home..
2 me provision of ch1thood services clea.rly enha.nces female mobility between

the home -and the market, thus ccntnbut:.ng .to_the optimal allocation of

labour resources in contemporary societies, - /

.- T ~”TQ vhat extent has this rapid increase in the labour fqrce part1c1t>atnon
13 ‘;\ J "
_rate been due to the pa.ralleI wdevelopnent of early childhood services? Or,

perhacps, to what extent have early ch1ldhood services been developed to cater
, |
for the mcre&m,g;y.a working mother? Clearly, both forces must Yave been

at work and it is very difﬁcp.lt to separate them empirically.

*

* —
IV.. SOME RESEARCH PRIORITIES . .. .

In -the above exposition two kinds of pre-school institutions were

distinguished depending on the age of the child and whether some form of
. ) e o v . . ] .
instruction is provided: erdches (epproximate age grqup 0-3) and kindergartens

(3-5). Each type of institution has different costs and yields s
different stream of social benefits. ' .

i

- -

On the bagis of very limited information criches a.pbear\j‘to be very
"expensive relgtive to other forms of pre-school services. By the same,

-/ ” - . ! .
toker it is very difficult to arrive at an estim-~te of the social value of
K .

* the criche to thff whrkhing mo*her, 1et slone the substitutability bctwce“
'famly, and inctitutienel m}mh.m eer]v chlld de vr‘lopﬂent,

.
~
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Kmdergertens appear to’ be cheap relatlve to i’ormal school classes at o

‘ '

) the elementary level. ,However, it isg ve d:.fflcu.lt to proaect their
A

’ benef1c1al efféct o-vér time becauSe X (:l&hdergarten) is a mssmg variable

“ '/ ’ -
m~soczologzcalf~pat,h enaltysis., On¢ piece of evidence that can be

.

esta.bhshed vith, eextainty is that the coryelancn between early and late
is-f

{ ab1l1ty is on the blgh s:.de althoug: the "ability" in question often refers

4 ) < .
e to the limited I{ measure. . : )

. . - & ~ . B 4
Pre-gchool services éve,drastic.ally increased over the last decade
. .’ b‘ . R * v‘ 3 1]

and a.re ma.mly fma.ncea by private means. Yet Westem societies differ
di'astic‘ally regardrn'g the shape of the base of the educatiomal pyrgnid.

Observatlons Aas these raise issues of the optlma.], level of services for
. i N . ‘

children and the fmance of the associated cost One particular pohc’y
ssue is that of: lowe«rmg the cunpu.lsoxy educatlm starting age. These

. issues can be answered only on the basis of an interdisciplinary somL
) ' * ~1- ” ‘ M 13
 caYfulus that 'is missing from the literature.

.

N . -l

<

* s ’ N e . -
Demogravhy. The starting point of’the provision of services for children -

. \
is demographic., Demography sets the upper bound of -the potentlal populatlon
P o ‘ '

to be served. ’l}nQ .1% gn area where intense new research might not be

needec, as popdlat!on statlstlcs and nrogec'tlons are both sbundant and of
- good quality. At a.very aggregate level, the statxsncs indicate that

N followvirlg the blrth decl.me of the 1960's and early sevent1es, the population
~- f
group a.ged O~k will show moderate increeszes to the end of the centnzy in

;

-t
.

i “ e

European countrres.. However,“the compoqxtmn of the pcoulat:mon w111

-

. steadié prow oldcr.
o 5 - e ) . . ’
. n a lecs ag‘évegr.te basis, there exist considergble differences

-

between individyal cpuntrle.r-.. Thuys France, Iccland, Spain and Burkey are
MR "t : .

. 5o, . " .
N 'ex;wctc 1 lo expgriends o riic in the O-4 population grour betwecn 19£0 wd
>

]985, whcxc couretruu llke horwe.,' and the Netherlands will evporicnce a

deeline durin ‘tﬁc sme period.’ .
E ecline during. ’ §EMC D! . . '
- f v, ., . /6» ‘ , ° .




| - Quant:ty versus luaizty Al ougx demography ' can supply' the numbers'ot

.

of 1nst1tut1ons to be cr;ea:ced. . Thére exlst, many kmds of c.réches am\l
K many klnds of kmdergartens.

For example, there exist cricheg with or
< . . .

vithout qualified teachers to teach very young children.

Differential quality, means| differential cost, and it is here that

e;:onanic considerations become important. But.since costs represent only

' . . o . T
e side of the coin, reference. tp edicational psychology must be made in

" order to detepnne vhether the exfra cost is associated with a benefit of -

sufflczent size to Justify the better qualltv . N .

‘ \ Clearly ,.wha}, is needed is a ti-discrplixia.ry apprzaach to the

sub,)t:ct an act1v1ty that, in my opiniom, is stlll in its mrancy What

'
“ follows is a short list of spec1f1c a-esea?ch topics I feel should be urgently

P
.

: tackled in order to mcrease our understandmg in this dollcate pdllcy ’

{/ . ’ . o]
* | . b i

aresa.

A research sgenda’

-

<

. : , : :
. {(a), Assessing ‘the true margimal social cost of different kinds of services

for children. This can refer‘to'créches and kindergarteéns of
- . dl,fferent quahty., Forther, it can refer to she provision of

K ) nursery school services by the mother at home, a clessic case of/‘,
7 '
- natmnal accounts stat:Lst:Lca.l neglect ‘ ‘

<
.

] ’ 1J 3 ' i . 3 v . '
(b) Menetising the ben-: fits of different kinds of services for children.

Again, these berefits can refer to the mother, to the child or

N N - 1 '. . { .
socicty 'as & whol?. \-, One could argue that these’ benéﬁts should not

. be mcncurbd on ground., of their merit good chdracter. However, I

would argue that thcy should aleo be monetised on gr,oundv of the 4

.
. . .

. /7 -

1]
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Vi . existing (and increasing) scrutiny oo public expenditure." A cas4 for
J spending on children can be easier made if the "child sector" competes

T ‘®> equal grounds with cgher econamic sectors where the allocation‘of
p) . .o

#

.
v
'
-~ t

finds is made on the basis of economic profitabi}ity. .

» a ° » >

(c)° essing the substitutsbility betyeen different child services inmputs o

"in generating a desired "outcame".- The latter could be of the

* . treditiomal cognitive type or the socialisation, flexibility, better

¢ .
. ° ]

sehéol—raw-input‘type. ' For \example, ?lthouyx 'ca'é‘clie; might }ibér‘a.te
the mother for working at cost X, the benefits they px:ovide relative
to care at home might be ';, wvhere X > Y. The existing literature ou
. . issues"as this is carta planca. - / ,

. n .

(d) Blending of the costs &nd benefits. Even if one had'reli‘able informa-

3

A3

- tion on annual costs a{ld benefits, blending of these two ingredients
in order ta arr;';ve at an overall cost-benefit ratio would not be easy.
The reascn; is we lack one addi"cilonal p?;ce of 'infomation, na.mely.
. o the dur&bility of the invgstment benefit, for example, v;ill the

kindergarten bene¥it last for gng, two, three or perhaps more yedfs

after the age of € and, if yes, for how many years? If not, vhat

-would be its rate of depreciation? Or, perhaps, vhat would be the

,rate of its future enhancement due to its combination with further

k' 4 v \ A -
complementary inputs (such as formal schooling after the age of 6)?

b

(e). Assessing fheLprofitabil.ity‘of LOSLA. If we have some informetion

on the, economics of raieing the school leaving age, we have arly

.

speetulations regarding the sq{ial profitability of lowering the

' s school entry sge. Yet if more countries follow the example of
< a ’

France and the Nelherlands in advoceting compulsory LOSLA rcform, the
) A} - ; ~ry

educational policy maxer should be more informed sbout the underliying

~

. economics, For if IOSIA is in fact socially. profitable, ite adoption

Q . y . .
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. should be speeded up and the biil should be paid by the taxpayer., On " T
the other hand, if it proves to be maihly a kind of expensive beby-

sitting activity, the financiel burden of it should be ‘shiftéd to

.

A Y
the consumer of the service.
. ’ ’ . ‘ €
The existing statistics show that the latter is the rule (ie. the
“ . . \ 49? ' -
. _main source of finance of pre-school education Is private) without

)

knowing the social profitability of this activity in the first place.

(f)| Examining the gap of devel;pment betveen'Day Care Services and

-

. Kindergarten, 'As has been mentioned above the extension of Kindergartens
— N ’ g - ‘ . 1
- g ] in some countries has been more impressive than the extension of

v
servi\_c)es f'o:r children unde.r 3 years old. This pattem of\dqv,elobment
might reflect certain structures of cial demand, but the question ‘
shoui‘d ;l;o be askeé and e}cpiored \C:hqr this pg;c.tem is justified
- in ecqu’ni'c"cgs't‘—bene:“it' terms. ', v ’
(g an 'a'ssessmer;t ‘of ex% sting and proposed methbds (with costs and ‘effective- '
B “ness) of trainin; people to "care” for yqung'qhildren: This topic
. * . would cover, for-example, an investigation of the level of qualifications.

/"“ e '
vhich are really 484 for early education staff, the possibility p
S AR

I'Jt.!rioas such as playgroup leader courses oOr

.

courses for childmindérs, and -an estimate of the "return" which might
v

be gained by offering cpurses to parents ‘on early child development

o \
of very short traini

tacties.

3 . ”
B [}

. “ ’ » o ’ N . > ; . $
. Let us hope that the Interngtional Year Bf the“Child would have been e

v

the landmark when the economics of early childhood services is teken .
; . . SN ~ - -
gseriously. . Tt is.only this way morg informed political decicions could

W

‘be made in the r.phere\,oi‘ pre-school e\xcation. P

] Q

o « N ‘ ] l
rd ) ' A .
. / : / . \\ . .
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The graphs are incdnple%e in the senseé of presenting only the arrows -
relevént to the present discussion. The "total effect” of one
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. TABIE 1. The pre-prémar& education enrolment ratio in selected
comntries, 1970 and 1976 g X .
K ' ' N (percentage) )
Enrolment ratio N
Cowntry . (Ages 3 to 5) ;
) * " 1970 , ' 1976 ;
" |Frence N 87.0 : wo0 ¢ -
|Ge rmany 40.0 8.5 .
Ttaly ' 62.6 70.1 .
J apan : . ] 23.b 39.3
,  [Newherlands . : g 60.1 68.0
New Zealand v ; 23.5 31.7
E;orwe'.y . o . : s k.5 «13.3
ortugal’ . 2.8 7.6
Spain : h2.1 k5.1
United Kingdem~ » ' 1.0 . l‘ll.l / *
USA B / 1 38 N 51.9
. , ’ d
. z — L - ~
e L]
Source: Based on CECD Country files. ,
, . '
- TABIE 2. The total leyel of expenditure on children services
. in selected sco\ptries - T
4 Country . Year _ Expenditure - Expendi ture &s
. . item * per cent of
i ) T ) . educationel - |
& " . budget
ﬁ . i 1, . ’ I )
ev Zealand 975 _ Pre-school . 1.1 .
J apan 197k Pre-school -, - b6
' Germany ~ 1976 . - Nursery = | ) 3.3
. ) Lo ,
C oL, Er:ance ' B 1974 1 Pre-school k.4
’ ’ s .« 'b
Switzerland ‘ 1977 Prerschool 1.6
- - ' ' ¢ o » o
! . hd
. Norway . 1976 Kindcrgerten -1 3.8 .
59 . Source: Based on OECD Country Files #nd Unesco, Statietical Yearbook, PN
- yarious yeers. ‘ . . - \

. ' )
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TABIE, 3. The average snnual cost per place in pre~school
institutions : . . “
\\ " , (in ‘US)
Coun'trr‘)\ | Year Kindergerten - "Crdche
.o p
1978 . 1565
1978 , 331
1 ) .
. 197!‘ i ¢ ¢ 1.96.
519?9 ;45 . 7000
~ paore 1517 - ¢
1970 160 ¢
L 01
tzerlmd 1977 © 36 "
- ‘ -
1977 ' k 396 .
1976 , 8l 0o
[permark (private)®| 1978 192 1284
(socier)® | 1978 - 233 5317
therlends 1976 851
reece - ‘1979 ) 965
pain 11979 - || 435
o ,
Sourr. : Bssed on OECD Country files. )
Lotes: a2 Pearents bq-ents?.

b State and mumnicipal funding. -
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FIGURE. 1. !]ro- fanily backgrovid to adult earnings " e Abildty .
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FIGURE 3. The déterminantg of life chances in the USA.
(Source: Jetks; op. cit, pe346) , ;/4
* Average of high and low paths

F= Family background
A= Ability ,
ED= Education’

0CC= Occupa%on
Y= Incomé ..
K= Kindergarten
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. FIGURE 4, The determ::nant.s of life bbanc_es'in Sweden.
' (Source: Figerling, opscite, P, 65)
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