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Cost of Quality Workgroup Overview

The Commission on Early Childhood Care and Education will have three
workgroups in 2026: 1) Cost of Quality and Compensation, 2) Access and
Affordability, and 3) Employee Child Care Assistance Program.

* The Cost of Quality Workgroup will have two individual meetings:
- July 30 - ECCE cost drivers and cost of quality estimation
- August 28 (TODAY) - ECCE educator compensation and policy solutions

* ECCE Commission Meeting
- September 1 - Report out from Cost of Quality Workgroup

* Athird and final joint workgroup meeting with the Access and Affordability

workgroup:
- September 30 - Joint considerations for costs and access




Today’s Objectives and Agenda

8/28/2026

Objectives:

* Build a shared understanding of competitive compensation for ECCE educators, and its
importance for retention and program quality.

* Review current compensation for Virginia’s ECCE educators across settings, and how
compensation is related to per-child payment rates.

* Understand the financial pressures facing providers and explore policy levers available to support
competitive compensation.

Agenda:

1. Review Meeting 1 Takeaways

Importance of ECCE Educator Compensation
Differences in Compensation by Setting
Levers to Increase Compensation

aprLDN

Discussion and Next Steps

Key Takeaways from Meeting 1 (Cost of Quality)

ECCE Market Failure Cost of Quality (CQ) Model Rising Costs & Stagnant Rates

Gap between affordable prices and the Virginia developed a CQ model to estimate Growing gap between payment rates and
revenue needed to provide high-quality and use operating costs as the basis for cost of quality care.
care. CCSP payment rates in 2022.

—

CCSP rates are now 4 years out of date
and cover only 51% of CQ.

In every region, tuition for an infantand a
preschooler exceeds 20% of household
income while providers are facing
revenue shortfalls and rising costs.

»

Personnel costs make up at least 70% of
total CQ and have increased by 40%
since 2022.




Payment Rate Policies Across Virginia’s Public
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Programs

care rates.

Methodology for estimating per- \/ Formula similarto K12
child cost of high-quality ECCE? Standard of Quality (SOQ)

Payment rates established to \/ Annual per-pupil rates \/
support high-quality ECCE? based on formula

Payment rates routinely

updated to reflect changing v zezinrlj(; riibbeundcherparkmg X
costs? 9 g

Cost estimation methodologies and payment rates were developed to support
quality (e.g., competitive compensation) across all of Virginia’s state-funded
ECCE programs, but there is no mechanism to require or fund updates to child

Virginia Preschool Initiative Child Care Subsidy Program

\/ Cost of Quality (CQ) Model

CCSP and payment rates
based on a percent of CQ

No mechanism to require
or fund updated payment
rates

The Importance of ECCE
Educator Compensation




Personnel Costs Comprise the Vast Majority of

ECCE Operators’ Budgets
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Cost Drivers as Percent of Total CQ (Child Care Centers)

Contributions to operating
reserves, 5%
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Note: Charts reflect 2026 estimates; See Appendix A for home-based child care example. Proportions of total costs represented by each cost driver have remained 7

roughly stable over time since 2022.

Competitive Compensation is a Key Assumption in

VDOE’s ECCE Cost of Quality (CQ) Model

A core assumption in VDOE’s CQ model is that staff are not only the primary
drivers of cost for ECCE programs, but also the primary drivers of quality and

quality improvement.

* The model accounts for competitive pay, benefits, planning time, and professional
development.

* Competitive pay = salaries pegged to K-12 educators, prorated to account for differences in

preparation requirements.
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Retention Patterns among Virginia ECCE Educators

Demonstrate the Importance of Competitive Pay

Retention from Fall 2025 to Spring 2026 was better in public schools, where pay is
higher. Higher wages was related to higher retention in both settings.
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Preliminary analyses of 2025-2026 LinkB5 data conducted by SEE Partnerships team at University of Virginia

Higher Paid ECCE Educators Provide Higher Quality
Learning Experiences on Average

Educator pay is an average of $2-$4/hour higher in higher-quality classrooms, although
most educators across the quality spectrum make below the living wage for a single adult.

Median Hourly Pay by CLASS Score (Quality of Teacher Child Interactions)

Living wage for single adult: $25.70
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Source: LinkB5 registration (wage) data and VVQBS5 classroom quality ratings
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Differences in ECCE Educator
Compensation by Setting

Pay for ECCE Educators is Lagging K12 Public

Schools, Especially in Publicly-Funded Private Sites

ECCE lead teacher wages at publicly-funded sites are less than half that of a PreK-5 public
school teacher and 16% lower than the average child care teacher.
e===Public Elementary Teacher Wages e Child Care Teacher Wages Median Publicly-Funded ECCE Teacher Wage
$50.00
$45.00 12% increase inhPreK»S public school $39.67
$40.00 teacher wages
$35.27
$35.00 —_—
$30.00
10% increase in child care
$25.00 $19.66 teacher wages $2151 o e - = = ——
$20.00
$15.00 $16.50 $18.11
$10.00
$5.00
$-
FY2023 FY2024 FY2025 FY2026 FY2026 (budgeted) FY2027
Sources: Public elementary teacher wages based on actual average classroom teacher salaries as reported yearly in VDOE Teacher Salary Surveys; child care teacher wages based on
Bureau of Labor Statistics (BLS) data; median publicly-funded ECCE teacher wages from LinkBS5 Site Registration.
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Benefits Offered Vary by Setting, with Public School

Benefits being the Most Generous

Public schools offer the most competitive benefits to ECCE staff in every
category besides annual bonuses.

® Home-based Child Care @ Centers @ Public Schools

Retirement G O O
Annual
Bonuses
Paid Vacation
Time
Health
Insurance O

Source: LinkB5 site registration 2025-2026 13

Levers to Improve Educator
Compensation




Providers Have No Profit Margin to Increase

Compensation
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In a Fall 2025 survey, more subsidized providers in Virginia reported operating at a
loss than making a profit; most experienced staffing challenges.

Atyour site, how challenging is staffing (e.g.,
m Lost Money m Broke Even ® Made a Profit educators leaving, vacancies)?

Home-Based Not at all

0 0 0
Child Care ZRL L g2 12%
Alittle
30%
Moderately
Child Care o
35% 44% 21% 32%
Centers
Source: Financial & Staffing Challenges among Virginia’s Subsidized Child Care Providers: Evidence from Fall 2025. Study of Early Education through 15

Partnerships.

Outdated Rates Add to Pressure on Providers

The growing gap between CCSP payment rates and the

cost of quality means centers are receiving about half 2026 _
of the revenue they need to deliver high-quality --"
services. \
Growin
2022 Gap ;
Cost of Quality

Payment Rate

75% of 51% of
2022 cost of 2026 cost of
quality in quality in
centers centers




Funding Gap Means Lower Wages for Teachers
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Stagnant CCSP payment rates and increasing non-

discretionary costs (e.g., mortgage, utilities) means 2026
providers have less money for compensation, unless -
they increase other sources of revenue (e.g., private
tuition).

Growing

Cost of Quality

Payment Rate
Shrinking

Personnel Costs (e.g., wages, benefits) . .
discretion

70% of total costs in high-quality center

Increasing non-
discretionary costs

Non-personnel costs (e.g., rent, utilities, food)
30% of total costs in high-quality center

Minimum Wage Increase Will Add More Pressure

As Virginia moves to raise the minimum wage to $15/hour, providers will
have to shoulder a large cost burden without additional support.

/e\ Wages alone account for ~60% of provider budgets

m Approximately half of Virginia centers pay at least one educator less than $15/hour

: These centers would need to increase wages by 8-9%* to meet the new minimum wage

=

*Preliminary analysis, assuming no significant wage compression




Regular Rebenchmarking Would Support Educator
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Compensation

Payment rates and funding levels should be updated regularly to
align with operating costs, including competitive compensation.

* VDOE was required to establish a CQ model to set payment rates in 2022 and
have recalculated costs annually thereafter.

* VDOE has also produced multiple reports for elected officials on the cost to
serve children based on historical growth rates and CQ-based rates.

* To date, these estimates have not been connected to a budgetary increase or a
directive to increase rates.

* To address this gap, legislative and/or budget action may include:

- Arequirement to biennially recalculate the cost of quality for child care and
update rates accordingly; and

- Regular increases in appropriations to account for increased rates.

Conclusion

20
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Key Takeaways

* Competitive compensation is essential for high-quality learning experiences
for children - Virginia data demonstrates this.

* ECCE educator compensation in Virginia is widely variable by setting:

- Most competitive in public schools, where per-pupil rates for primary funding sources are
routinely updated

- Least competitive in private settings, which rely heavily on family tuition and CCSP;
teachers often do not make a living wage and/or receive benefits like medical insurance

» Stagnant payment rates in CCSP add to financial pressures for providers and
translate to lower compensation for educators.

* Legislative or budget language could introduce requirements or funding to
ensure regular updates to payment rates.

21

Discussion and Next Steps

22
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Discussion Questions

* What questions do you have about ECCE educator compensation and
connection to public payment rates?

* For providers in the workgroup,
- In what ways are you impacted by payment rates in public programs?
- What strategies have you used to manage rising operating costs?

* What ripple effects of low ECCE educator compensation have you observed in
your communities?

23

Next Steps

* September 1 - ECCE Commission Meeting;
- Full ECCE Commission; workgroups will share progress
- Location: Patrick Henry Building, East Reading Room (Richmond, VA)

* September 30 - Workgroup Meeting:
- Joint meeting with Expanding Access Workgroup
- Location: Virtual (via Zoom)

* October 14 - ECCE Commission Meeting:
- Child Care Funding Summit: Creating Affordable Child Care for All
Virginians
- FUullECCE Commission + expanded guest list
- Location: Peake Childhood Center (Newport News, VA)

24
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Appendices

CLASS Interaction Points and Benefits in Centers

Centers that offer more benefits tend to have higher CLASS interaction point
scores than Centers that offer fewer benefits.

Avg.

. Number of
Interaction

Number of

Benefits . Sites
Points

1-3 489 289
4-6 498 399
7-10 502 585
11+ 500 80

13



Availability of Benefits Varies by Ready Region

The percentage of centers offering health care within each Ready Region varies from

38% to 71%

Readv Region % of Centers that Offer
y Reg Health Care

Southwest 54%
West 38%
Southside 48%
Central 50%
Southeastern 44%
Chesapeake Bay 44%
Capital Area 71%
North Central 67%
Blue Ridge 50%
Total 55%
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Annual Household Income

Public Funding Helps Families Afford Care

While the annual family copay in CCSP never exceeds 5% of household income, a family of
four with an infant and a preschooler earning just above the eligibility limit must pay over a
quarter of their income on child care.

$16,500/yr

$33,000/yr

$82,500/yr

$118,000/yr

$123,750/yr

$139,170/yr

Estimated Annual Cost of Child Care for a Family of Four with Two Children

$5,900 CCSP eligibility limit (85% State Median Income)

27% of household
income
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Rising operating costs and stagnant rates mean

budget shortfalls for providers

Costs of operation have increased across all categories for child care providers.
Stagnant rates mean budget shortfalls and/or passing costs onto families.

Typical Center Budget based on CQ Model

2022 2026
(90 children) (94 children)
Wages $736,864 $1,039,724
Benefits $151,427 $201,547
Occupancy $87,255 $122,611
Other Non-personnel $203,739 $316,537
Operating Reserve $58,964 $84,021
TOTALCQ $1,238,249 $1,764,439
Average CQ per Child $13,758 $18,770
CCSP Payment per Child $10,318 $10,318 29
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