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The early childhood teaching team and staff of Mia Mia and our families are extremely 

disappointed in the draft report and following is our response to some ofthe 

recommendations. Firstly the report situates early childhood education and care in the 

position of workplace and child-storage solutions and not as a foundational early childhood 

experience that should be the right for any child under school entry age, regardless of their 

family's circumstances. Secondly that infants and children, birth to three, are relegated to 

the space of 'childcare' with minimally qualified staff. This is particularly disturbing in the 

light of the study on the cortisol levels in infants in low quality (less qualified staff) early 

childhood environments (Sims, Guilfoyle & Parry 2006). In poor quality environments, 

infants were found to have high stress levels throughout the day, which has a long term 

detrimental effect on development. Therefore the recommendation for the minimum 

qualification of staff working with under 3s is evidence of cost cutting rather than providing 

high quality environments for infants and toddlers to optimise development and to thrive. 

This recommendation is one that we do not support. The world famous Effective Provision 

of Pre-School Education (EPPE) Project, Sylva, Melhuish, Sammons, Siraj-Biatchford& 

Taggart (2004) provides evidence ofthe positive outcomes for children taught by highly 

qualified staff not only with babies but for all preschool aged children 3 to 7years. 

Our disappointment extends to the laissez-faire attitude ofthe report's authors, towards 

staff:child ratios and it would appear that neglect in an early childhood setting, is to be an 

aspect of a child's experience. High staff: ratios is an indicator of quality. The national 

regulatory staff:child ratio requirements are minimal and to further erode this with the 

notion of averaging the number of staff throughout the premises, is institutional and 

condoned neglect. Infants and young children are particularly vulnerable in this regard as 

they have no voice except for their families and significant others in early childhood 

programs to advocate for them. The government, who has a legal and ethical responsibil ity, 

to ensure the health and well- being of its citizens, appears to be a government who is 

willing to turn their back on their responsibility to provide optimally for their youngest 

citizens in the pursuit of an economic strategy for an improvement in productivity to 

encourage women back into the workforce . Internationally and in particular in Scandanavia, 



"social policy now has an altered focus: children are a shared responsibility of the state and 

parents ... concern for social justice and for the rights of individuals in these countries has led 

to a movement to regard children and parents as independent subjects with separate legal 

status" (Moss, 2011). In stark contrast it certainly appears in Australia currently, there is a 

'user pays, economic rationalist, individualistic and reductionist policy that is driving the 

agenda of the Productivity Commissioner's Draft Report. Children are viewed as the 

personal responsibility of the family, and a commodity for those whose interests lay in 

economic gains, not in the interest of the society. Consequently, the family is responsible for 

paying for the cost of early education and care. 

Australia is a signatory to the United Nations Convention the Rights of the Child. While the 

document and the agreement is a decision of past governments and past members ofthe 

United Nations, the basic tenets are no less binding today. Austra lians, each one of us, has a 

responsibility to provide the very best for young children, this is their right and children's 

rights are well documented in the research. The convention is an insurance for ensuring the 

provision of education for children's future learning opportunities and as an outcome of 

children having access to education in the broadest sense, they are more likely to 

experience a more successful and productive future. The convention is also an economic 

strategy for a country that implements the strategies. James Heckman, (2006) a Nobel Prize 

winner economist describes the benefits for governments in providing early childhood 

education programs, and he has been the inspiration for many countries in regard to 

increasing and improving early childhood provision and early childhood teacher training. 

(Journal Article attached in Appendix) . 

The proposed work/study activity test for parents will marginalise even further those 

families who are currently supported through enrolment in early childhood programs. If the 

recommendation is implemented, it will be these families with young children, who will be 

isolated and at risk. These families and the children will most definitely become future 

clients of the Australian welfare system that is already struggling to meet the demands of 

less fortunate citizens, if, they are unable to access quality early childhood programs into 

the future. 

Watching the various submissions to the Productivity Commissioner by academics, and 

individuals, experts in the disciplines of early childhood education, medicine and psychology 

and peak early childhood organisations, one could not help but feel deeply disappointed 

when either the Productivity Commissioner or Commission spokesperson, would dismiss the 

research presented as evidence that did not align with the evidence accessed by the 

Commission . It is hard to believe that international and national early childhood related 

evidence can be dismissed so out of hand and it would appear that decisions about the 

recommendations have already been made. 

When will Australian pol itics come of age and enshrine early childhood education as a right 

for every child as primary and secondary education is? Early childhood education and care 



will continue to be a problematic hot potato if a non bi-partisan approach to policy 

development is maintained through dismantling the Rudd Government's early childhood 

educational reforms. The work of the Council of Australian Government on the National 

Quality Framework and Standards is under threat. The development of a National Quality 

Framework was the first step towards developing a cohesive, national approach with 

national standards, for ensuring high quality early childhood education (care is implicit in 

the notion of education, Moss 2009), for all young children, including infants and children 

with additional rights. This Council agreed on these standards, below which it would be an 

offence to operate. This Draft Report, is jeopardising the efficacy of these standards and the 

outcomes for children and famil ies and ultimately the wider community. Future productivity 

is jeopardised also as is the likely expenditure on welfare programs. 

The funding of early childhood programs (both long day and preschool and before and after 

school care) should ideally be the responsibility of state and territory education 

departments. Why is 4 years considered to be the age when the right to early childhood 

education becomes law? Why is the state/territory designated school entry age the time for 

a free education and each child's right? Access to early childhood programs should be 

possible with sound government funding as this is a right for all children, birth to school age. 

Funding for families could become funding for programs in the form of operational subsidy 

(as in the past) with the funding linked to the number and qualifications of the early 

childhood staff as is the model in New Zealand. The more degree qualified early childhood 

teachers that are employed there would be an increase in funding. In New Zealand this has 

eradicated the problems between community and for profit organisations. Eva Cox the well­

known activist and UTS academic has proposed such a scheme, arguing that the money 

spent on subsidies for parents would be better spent on operating subsidies that w ill be 

linked to ensuring high quality programs with the employment of early childhood teachers 

and the maintenance of good ratios. 

We are very aware that submissions such as ours will be viewed with a less than positive 

understanding of our perspective beliefs and values about what is in the best interests of 

children . We can only put forward this request. 

Could the Commissioner consider what is in the best interests of infants, 2-3 and 3-5 year 

old children, not just 4 year old children. Every child regardless of age has the right to a high 

quality early childhood experience and degree qualified early childhood teachers, especially 

infants and toddlers? 

Could the commissioner consider disadvantaged families and not exclude those families 

from accessing early childhood programs as required and needed? 

Could the subsidy funding be for operational funding to encourage the employment of early 

childhood teachers without impacting on the fee structure for families? Funding for early 



childhood programs elsewhere in the world is provided by the government and thus society 

understands and values this stage of a child's educational life. 

Carlina Rinaldi, past Director ofthe world famous Municipal early childhood schools in 

Reggio Emilia, Italy, now an academic at Modena University advised Peter Moss for his 

presentation 'Workforce Issues in Early Education and Care' prepared for the consultative 

meeting on International Developments in Early Education and Care at the Institute for Child 

and Family Policy, Columbia University, New York, May 11-12, 2000(p. 2), Carlina reflected 

"behind every solution and organisation is a choice, a choice of values, a social and political 

choice and a responsibility for that choice. 

The advice the Productivity Commission has received in the submissions, on the whole, are 

in the best interests of infants and young chi ldren. It is only those organisations who wish to 

prosper rather than put children's rights at the fore, who would have offered financial 

arguments about reducing quality provisions. The Australian government has the power to 

make a choice that will be in the best interests of children or to turn their back on this 

humanistic responsibility to favour decisions that are grounded only in economic rationalism 

that does not take into account the rights of infants and children. If the choice is not in the 

best interests of infants and children, they become a commodity and not citizens of 

Australia. It is our express hope that the Australian government regards children's rights 

more highly than an expedient economic solution. Early childhood education requires better 

and socially just policies. 

Reference List 

Heckman,J. 2006. Skill formation and the economics of investing in disadvantaged children. 

Science. Vol 312 (5782) pp. 1900-1902 

Moss, P. 2000. Workforce issues in early education and care: For consultative meeting on 

International developments in early education and care. The Institute for Child and 

Family Policy Columbia University New York. May 11-12, 2000. 

Sims, M., Guilfoyle, A., and Parry, T.S. 2006. Children's cortisol levels and quality of child 

care provision. Childcare, Health and Development. Vol32 (4)pp. 435-466 July. DOl 

10.1111/j.1365-2214.2006.00632.x 



APPendix 

Science 30 June 2006 

Vol 312 No 5782 pp1900-1902 

DOI:10.1126/Science.l128898 

Skill Formation and the Economics of Investing in Disadvantaged 
Children 

1. James J. Heckman 
±Author Affiliations 

I. Department of Economics, University of Chicago, Chicago, IL 6063 7, USA. Department of Economics, University College 
Dublin, Dublin 4, Ireland. 

I.  

• ABSTRACT 
This paper summarizes evidence on the effects of early environments on child, adolescent, and adult achievement. 
Life cycle skill formation is a dynamic process in which early inputs strongl} affect the productivity of later inputs. 

Four core concepts important to devising sound social policy toward early childhood have emerged from 
decades of independent research in economics, neuroscience, and developmental psychology (1). First, the 
architecture of the brain and the process of skill formation are influenced by an interaction between genetics and 
individual experience. Second, the mastery of skills that are essential for economic success and the development 
of their underlying neural pathways follow hierarchical rules. Later attainments build on foundations that are 
laid down earlier. Third, cognitive, linguistic, social, and emotional competencies are interdependent; all are 
shaped powerfully by the experiences of the developing child; and all contribute to success in the society at 
large. Fourth, although adaptation continues throughout life, human abilities are formed in a predictable 
sequence of sensitive periods, during which the development of specific neural circuits and the behaviors they 
mediate are most plastic and therefore optimally receptive to environmental influences. 
A landmark study concluded that "virtually every aspect of early human development, from the brain's evolving 
circuitry to the child's capacity for empathy, is affected by the environments and experiences that are 
encountered in a cumulative fashion, beginning in the prenatal period and extending throughout the early 
childhood years" (£). This principle stems from two characteristics that are intrinsic to the nature oflearning: (i) 
early learning confers value on acquired skills, which leads to self-reinforcing motivation to learn more, and (ii) 
early mastery of a range of cognitive, social, and emotional competencies makes learning at later ages more 
efficient and therefore easier and more likely to continue. 
Early family environments are major predictors of cognitive and noncognitive abilities. Research has 
documented the early (by ages 4 to 6) emergence and persistence of gaps in cognitive and noncognitive skills 
(J, 1_). Environments that do not stimulate the young and fail to cultivate these skills at early ages place children 
at an early disadvantage. Disadvantage arises more from lack of cognitive and noncognitive stimulation given to 
young children than simply from the lack of financial resources. 
This is a source of concern because family environments have deteriorated. More U.S. children are born to 
teenage mothers or are living in single parent homes compared with 40 years ago (,2:) . Disadvantage is associated 
with poor parenting practices and lack of positive cognitive and noncognitive stimulation. A child who falls 
behind may never catch up. The track records for criminal rehabilitation, adult literacy, and public job training 
programs for disadvantaged young adults are remarkably poor (J). Disadvantaged early environments are 
powerful predictors of adult failure on a number of social and economic measures. 
Many major economic and social problems can be traced to low levels of skill and ability in the population. The 
U.S. will add many fewer college graduates to its workforce in the next 20 years than it did in the past 20 years 
(Q,D. The high school dropout rate, properly measured with inclusion of individuals who have received general 
educational development (GED) degrees, is increasing at a time when the economic return of schooling has 
increased(§). It is not solely a phenomenon of unskilled immigrants. Over 20% of the U.S. workforce is 
functionally illiterate, compared with about 10% in Germany and Sweden (2). Violent crime and property crime 
levels remain high, despite large declines in recent years. It is estimated that the net cost of crime in American 
society is $1.3 trillion per year, with a per capita cost of $4818 per year (lQ) . Recent research documents the 
importance of deficits in cognitive and noncognitive skills in explaining these and other social pathologies (lD . 

Noncognitive Skills and Examples of Successful Early Interventions 



Cognitive skills are important, but noncognitive skills such as motivation, perseverance, and tenacity are also 
important for success in life. Much public policy, such as the No Child Left Behind Act, focuses on cognitive 
test score outcomes to measure the success of interventions in spite of the evidence on the importance of 
noncognitive skills in social success. Head Start was deemed a failure in the 1960s because it did not raise the 
intelligence quotients (IQs) of its participants (ll ). Such judgments are common but miss the larger picture. 
Consider the Perry Preschool Program (ll), a 2-year experimental intervention for disadvantaged African­
American children initially ages 3 to 4 that involved morning programs at school and afternoon visits by the 
teacher to the child's home. The Perry intervention group had IQ scores no higher than the control group by age 
I 0. Yet, the Perry treatment children had higher achievement test scores than the control children because they 
were more motivated to learn. In followups to age 40, the treated group had higher rates of high school 
graduation, higher salaries, higher percentages of home ownership, lower rates of receipt of welfare assistance 
as adults, fewer out-of-wedlock births, and fewer arrests than the controls Ul.). The economic benefits of the 
Perry Program are substantial (Table I). Rates of return are 15 to 17% (li). (The rate of return is the increment 
in earnings and other outcomes, suitably valued, per year for each dollar invested in the child). The benefit-cost 
ratio (the ratio of the aggregate program benefits over the life of the child to the input costs) is over eight to one. 

Perry Preschool 

Child care $986 

Earnings $40,537 

K- 12 $9184 

College/adult $-782 

Crime $94,065 

Welfare $355 

Abuse/neglect $0 

Total benefits $144,345 

Total costs $16,514 

Net present value $127,831 

Benefits-to-costs ratio 8.74 
Table 1. 
Economic benefits and costs of the Perry Preschool Program (ll). All values are discounted at 3% and are in 
2004 dollars. Earnings, Welfare, and Crime refer to monetized value of adult outcomes (higher earnings, savings 
in welfare, and reduced costs of crime). K- 12 refers to the savings in remedial schooling. College/adult refers to 
tuition costs. 

Perry intervened relatively late. The Abecedarian program, also targeted toward disadvantaged children, started 
when participants were 4 months of age. Children in the treatment group received child care for 6 to 8 hours per 
day, 5 days per week, through kindergarten entry; nutritional supplements, social work services, and medical 
care were provided to control group families. The program was found to permanently raise the IQ and the 
noncognitive skills of the treatment group over the control group. However, the Abecedarian program was 
intensive, and it is not known whether it is the age of intervention or its intensity that contributed to its success 
in raising IQ ill-llJ. 
Reynolds eta!. present a comprehensive review of early childhood programs directed toward disadvantaged 
children and their impact Cl..Q). Similar returns are obtained for other early intervention programs (19, 20) , 
although more speculation is involved in these calculations because the program participants are in the early 
stages of their life cycles and do not have long earnings histories. 

Schools and Skill Gaps 

Many societies look to the schools to reduce skills gaps across socioeconomic groups. Because of the dynamics 
of human skill formation, the abilities and motivations that children bring to school play a far greater role in 
promoting their performance in school than do the traditional inputs that receive so much attention in public 
policy debates. The Coleman Report CW as well as recent work (ll, 23) show that families and not schools are 
the major sources of inequality in student performance. By the third grade, gaps in test scores across socio­
economic groups are stable by age, suggesting that later schooling and variations in schooling quality have little 
effect in reducing or widening the gaps that appear before students enter school (1_, 24). Figure 1 plots gaps in 



math test scores by age across family income levels. The majority of the gap at age 12 appears at the age of 
school enrollment. Carneiro and Heckman performed a cost-benefit analysis of classroom size reduction on 
adult earnings (1). Although smaller classes raise the adult earnings of students, the earnings gains received by 
students do not offset the costs of hiring additional teachers. The student-teacher achievement ratio (STAR) 
randomized trial of classroom size in Tennessee shows some effect of reduced classroom size on test scores and 
adult performance, but most of the effect occurs in the earliest grades (li, 26). Schools and school quality at 
current levels of funding contribute little to the emergence oftest score gaps among children or to the 
development of the gaps. 
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Fig. 1. 
Average percentile rank on Peabody Individual Achievement Test-Math score by age and income quartile. 
Income quartiles are computed from average family income between the ages of 6 and 10. Adapted from (1) 
with permission from MIT Press. 

Second Chance Programs 

America is a second chance society. Our educational policy is based on a fundamental optimism about the 
possibility of human change. The dynamics of human skill formation reveal that later compensation for deficient 
early family environments is very costly (1). If society waits too long to compensate, it is economically 
inefficient to invest in the skills of the disadvantaged. A serious trade-off exists between equity and efficiency 
for adolescent and young adult skill policies. There is no such trade-off for policies targeted toward 
disadvantaged young children@). 
The findings of a large literature are captured in Fig. 2. This figure plots the rate of return, which is the dollar 
flow from a unit of investment at each age for a marginal investment in a disadvantaged young child at current 
levels of expenditure. The economic return from early interventions is high, and the return from later 
interventions is lower. Remedial programs in the adolescent and young adult years are much more costly in 
producing the same level of skill attainment in adulthood. Most are economically inefficient. This is reflected 
in Fig. 2 by the fact that a segment of the curve lies below the opportunity cost of funds (the horizontal line 
fixed at r). The opportunity cost is the return from funds if they were invested for purposes unrelated to 
disadvantaged children. 
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Fig. 2. 
Rates of return to human capital investment in disadvantaged children. The declining figure plots the payout per 
year per dollar invested in human capital programs at different stages of the life cycle for the marginal 
participant at current levels of spending. The opportunity cost of funds (r) is the payout per year if the dollar is 
invested in financial assets (e.g. , passbook savings) instead. An optimal investment program from the point of 
view of economic efficiency equates returns across all stages of the life cycle to the opportunity cost. The figure 
shows that, at current levels of funding, we overinvest in most schooling and post-schooling programs and 
underinvest in preschool programs for disadvantaged persons. Adapted from (1) with permission from MIT 
Press. 

Conclusions 

Investing in disadvantaged young children is a rare public policy initiative that promotes fairness and social 
justice and at the same time promotes productivity in the economy and in society at large. Early interventions 
targeted toward disadvantaged children have much higher returns than later interventions such as reduced pupil­
teacher ratios, public job training, convict rehabilitation programs, tuition subsidies, or expenditure on police. At 
current levels of resources, society overinvests in remedial skill investments at later ages and underinvests in the 
early years. 

Although investments in older disadvantaged individuals realize relatively less return overall, such investments 
are still clearly beneficial. Indeed, the advantages gained from effective early interventions are sustained best 
when they are followed by continued high-quality learning experiences. The technology of skill formation 
shows that the returns on school investment and postschool investment are higher for persons with higher 
ability, where ability is formed in the early years. Stated simply, early investments must be followed by later 
investments if maximum value is to be realized. 
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