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ABSTRACT

FROM THE WELFARE STATE
TO THE SOCIAL INVESTMENT STATE

This paper discusses the basic rationale which has inspired the intellectual and policy
reorientation towards “social investment”, with particular attention to child policy.
The first section outlines the main features of the social investment approach, con-
trasting it with the more traditional “Fordist” approach. The second and third sections
explain why and how eatly childhood education and care can make a difference in
terms of both efficiency and equity. The fourth section briefly summarizes the British
experience under New Labour, while the fifth section discusses issues of quality and
accessibility. The conclusion wraps up, underlining the need to step up the shift to-
wards social investment, overcoming the political obstacles to reform.
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FROM THE WELFARE STATE
TO THE SOCIAL INVESTMENT STATE

INTRODUCTION

In 1997 an influential document of the OECD outlined a broad framework for
welfare reform in the globalised economy, calling for a new “social investment”
strategy. Its main building blocks were to be an emphasis on inclusion, labour
market participation and a reorientation of public policy towards “social problems
which are not properly addressed”, with a special attention to child poverty and
more generally the skills and opportunities of young people (OECD 1997). The
OECD recommendation immediately resonated within EU circles, after the
launch of the Employment Strategy in 1998 and of the so-called Social Inclusion
process in 2001. Under the Portuguese (2000) and Belgian (2001) Presidencies of
the EU, important reports were released which forcefully called for an incisive
functional and distributive recalibration of traditional social protection schemes
(Ferrera, Hemerijck and Rhodes 2000) and for a shift to a “new welfare state”,
based on a child-centered and women friendly approach (Esping-Andersen et al.
2002). The idea of social policy as both a “productive factor” and a “social in-
vestment” has been spreading throughout the OECD countries and supranational
institutions (from the ILO to the World Bank) during the 2000s, attracting increas-
ing attention on the side of academic thinking and research (Morel, Palier and
Palme 2009).

This paper will discuss the basic rationale which has inspired this intellectual and
policy reorientation, with particular attention to child policy. The first section will
outline the main features of the social investment approach, contrasting it with the
more traditional “Fordist” approach. The second and third sections will explain
why and how eatly childhood education and care can make a difference in terms
of both efficiency and equity. The fourth section will briefly summarize the British
experience under New Labour, while the fifth section will discuss issues of quality
and accessibility. The conclusion will wrap up, underlining the need to step up the
shift towards social investment, overcoming the political obstacles to reform.
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1. “FORD” VS “LEGO”: THE NEW APPROACH

As is well known, the welfare state reached its full maturity during the Trentes Glo-
rienses that followed the end of World War II. This phase registered the spread and
institutionalization of a wider socio-economic “model” which has been labelled as
Keynesian or Fordist capitalism (Esping-Andersen 1990). As shown by table 1, the
model was characterised by a number of inter-related features. The most salient
unit of economic production was the large firm and thus the most widespread
occupational figure was the firm employee (blue and with collar) with a standard
“quasi tenured” contract. The typical worker was male (many women were
housewives), the typical family was nuclear (two adults and two or three children)
with one main breadwinner (one-earner/one-carer model of family). The state’s
fundamental role in the social sphere was that of subsidising involuntary non-
employment through various types of transfers. The prevailing logic was of a
“compensatory”’ nature, in most countries the social risk that was prioritized was
old age (primarily understood as the retitement of standard workers) and the lion’s
share of social expenditure was absorbed by cash transfers as opposed to services,
in particular pensions.

Table 1 — The “Ford” and “Lego” models

Type of model “Ford” “Lego”

Basic nnit of reference

Large firm

Society as a whole

Typical beneficiary

Male employee and single-
earner household

Individuals (“women and
children first”) and two-
earner, two-carer household

Goals and logic

Protection and subsidies for
phases of non-employment:
compensatory logic

Promotion of opportunities
and support for needs and
risks of the whole life-cycle:
enablement logic

Main targeted risk

OId age (of the insiders)

Social exclusion
(of children)

Main policy tool

Cash transfers
(esp. pensions)

Services (esp. childcare,
education and training)

Starting from the mid 1970s, the Fordist model entered in a new phase of acute
crisis, due to a host of endogenous and exogenous reasons which challenged its
very socio-economic foundations (Ferrera 2008). The social investment strategy
which was elaborated in the second half of the 1990s must be seen as a response
to this crisis, i.e. as a wide-ranging attempt at virtuously reconfiguring the relation-
ship between changed labour markets, family structures, risks and need constella-
tions through a modernised array of public policies. Table 1 lists the main features
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of the social investment strategy. Drawing on the work of Jenson (2000), the table
uses the label of “Lego model” to generate a contrast with the traditional “Ford
model” of the Trentes Glorienses. Why Lego? The Danish toy producer was chosen
to embody the new post-Fordist social philosophy based on (1) an attention to the
risks and needs of the whole life-cycle of individuals and not just the employ-
ment/retirement phase; (2) a special orientation towards children and thus the
centrality of child policy (childcare, monetary allowances, education and so forth)
within the social protection menu; (3) the fundamental role of learning as an in-
strument for self-development and security; (4) the nexus between the full matura-
tion (and “flourishing”) of individual skills and capabilities, on the one hand, and
collective well-being, on the other hand.

The point of reference of the Lego model is wider than the sphere of production
and stretches to society as a whole. Instead of the standard worker, it targets
all individuals (but adopting the maxim “women and children first”) and favours
the formation of two-earner/two-carer families. Its logic is less compensatory
than “promotional”, aimed at fostering opportunities for all and at enabling
individuals to cope with their needs throughout the life cycle. The risk which
is prioritized is social exclusion, and in particular the social exclusion of small
children, which is recognised as the likely starting point of “poverty careers”
which tend to trap individuals in deprivation during the later phases of their lives
and thus to waste precious human resources for society as a whole. The emphasis
placed on young children and on what the OECD has dubbed “early childhood
education and care” (ECEC: cf. OECD 2001) is perhaps the most innovative
feature of the “Lego” or social investment approach: it thus deserves a dedicated
discussion.

2. EARLY CHILDHOOD EDUCATION AND CARE: WHY IT MATTERS

The importance of ECEC is not only linked to its role in facilitating work-life
balance and thus in its women-friendliness, but also —and perhaps primarily— to
the fact that it serves as a decisive instrument to stimulate skills, capabilities and
talent. During the last fifteen years the neurosciences and cognitive psychology
have been showing that the first three years of life are critical for a correct de-
velopment of brain functions, self-perception and esteem, relational competences
(for a recent review, cf. Leseman 2009). This phase has been increasingly consid-
ered as a “critical juncture”: if certain developmental processes do not take place
or unfold in an unsatisfactory way (e.g. at the neuronal level), the subsequent
phase of cognitive and emotional development are likely to suffer negative (and
largely irreversible) consequences later on. The “myth of the first three years” has
been somewhat soft-pedalled in the more recent literature (Waldfogel 2006); but
also this critical literature does confirm that the eatly childhood is a very delicate
phase, during which it is desirable that children receive an adequate mix of learn-
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ing spurs and emotional supports, in a framework of constant attention and care
on the side of their relevant adults. Care must be appropriate with respect to the
child needs (sensitive childeare) and must adapt itself to the rapid transformation of
such needs (responsive childcare).

There is also a specific literature on “who should care for under-threes” (Kenwor-
thy 2003). As far as the first year of life, a clear indication emerges from this litera-
ture: mothers are the first best. Even though fathers can also play an important
role (and obviously replace mothers in case of force majeure), mothers do seem to be
able to supply the most appropriate and adaptable care to their babies. Thus paid
maternity leaves, part time work, flexible working schedules and arrangements for
mothers (and to some extent also for fathers) are the most effective policy instru-
ments during the initial twelve months or so. After the first birthday, however,
even if the role of parents naturally remains of a paramount importance, it is no
longer necessary that the mother be the exclusive supplier of care for the whole
day. A great number of empirical studies indicate that if children are put into the
hands of a childcare centre there are no negative consequences on their health,
cognitive development and emotional well-being (for a recent review cf. Leseman
2009). At least as regards the cognitive dimension, there is evidence that profes-
sional non-parental childcare may spur more improvement than home care. Thus
mothers (and fathers) can re-enter the labour market and be replaced by a profes-
sional carer without harming their child.

One of the most thorough empirical research projects on these topics was carried
out by the OECD (2004). Its aim was, precisely, that of evaluating the impact of
ECEC on child well-being and development. According to the conclusion of this
important study, children that participate to good quality ECEC programs tend to
develop better reasoning and problem-solving competences, more cooperative and
other-regarding orientations, a higher self-esteem and thus enter compulsory edu-
cation with a wider array of skills and capabilities. The key to this achievement
is of course “good quality”. This point is central for the whole social investment
approach: investing in small children not only implies building nursery schools and
kindergartens and hiring professional minders and educators. It also (and critically)
implies investing in personnel training, keeping low ratios of children to carers,
defining educational goals and standards of care, monitoring and evaluating the
quality of actual care, ensuring close and effective links between carers and parents
and so on (see below). It has been shown that good quality childcare can also
motivate parents to invest in educating their children at home and occasionally
even in bettering their own education (cf. the literature cited in www.oecd.org/
els/social/ familyfriendly).

To conclude: in line with the “productivist arguments” outlined by economists
(especially Heckman and Masterov 2007), ECEC contributes, on the one hand, to
human capital formation and thus tends to generate high inter-temporal returns
in terms of employment, growth, a wider tax-basis and lower social expenditure,
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to name the most important. In line with egalitarian arguments (Hendrick 2005),
on the other hand, ECEC plays a critical role in upholding children’s well-being,
ironing out opportunities, neutralizing differences in family background due to
the social lottery and promoting social mobility in the context of knowledge based
societies.

The call for more social investments in small children raises at least two challenges
to the existing welfare status quo. In the first place, it defies the allocative equilib-
riums and (re)distributive flows prevailing in the social budgets of advanced coun-
tries. Despite the epochal transformations occurred in the last couple of decades,
the Fordist approach is still alive and well, especially in Continental and Southern
Europe: most social programs and the lion’s share of social expenditures are still
directed towards the risks and needs of the eldetly (or to the eldetly fout court, even
regardless of risk and need) while child and family policy occupy a rather mar-
ginal position. “Social justice” continues to be seen as a matter of compensations
between classes and occupational groups and the labour market is considered to
be the decisive arena for redistribution. The idea that the battle for more equity
and a fairer distribution of opportunities must start earlier than during the working
age is still poorly understood, as are the redistributive implications of existing
household arrangements, childcare and educational services. The second challenge
is more subtle and has to do with the mentality, perceptions and judgements
of families and women themselves. The Lego approach defies the idea that child-
cares (and creches in particular) are a “necessary evil”, a second best solution in
order to allow mothers to re-enter the labour market after childbirth: after all —so
the traditional reasoning goes— small children would be better off at home, with
their mothers. If in the Scandinavian countries only a minority of women (around
20%) agrees with this traditional view, the latter is still deeply entrenched in
Southern Europe: in Italy, for example, it is held by 60% of women. As can be
seen from chart 1, there is also a great variation across countries as regards public
spending on ECEC.
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Chart 1 — Public expenditure on childcare and early education services,
percent of GDP, 2005
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Source: Social Expenditure database 1980-2005; OECD Education database;
Eurostat for EU-countries outside the OECD; and, US Department of Health and Human Services

3. INVESTING AGAINST SOCIAL DISADVANTAGE

A strong start is important for all children, but especially for those who are born
in disadvantaged families. Empirical research shows that from year two onwards
the socio-economic context significantly shapes the range and type of opportuni-
ties available to children. Children who live in poor families and do not participate
to ECEC programs stand out as the most vulnerable to the risk of lagging behind
on all relevant developmental dimensions, even if their mother is not employed
(Esping-Andersen 2009; Kamerman, Neuman, Waldfogel and Brooks-Gunn
2004). Some deficits can be remedied, but catching up is usually difficult and
cannot be taken for granted. Saying that by first grade in elementary school half of
the cards which matter for a good performance in life have already been played
may sound exaggerated, but it is not too far from the empirical truth.

A well known study by Feinstein (2003) has demonstrated the effect of this “social
disadvantage trap” by measuring the effect of family background on cognitive
capabilities. The study developed an index of development for British children in
the 1970 cohort, assessed at 22 months, 42 months, 5 years and 10 years; a sample
of children was tested and measured through the age of 26. Children in the top
quartile at 22 months are twice more likely to finish secondary school than chil-
dren in the bottom quartile. At 42 months, they are three times more likely: at less
than four years of age, our destiny seems already partly decided, in line with what
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was said above. The specific effect of family background was measured by com-
paring the index of development of four sets of children: one set coming from
wealthy families and one set coming from poor families, both scoring high at 22
months (couple A) ; and two similar sets, scoring low at the same age (couple B).
By year six, the score of poor children in couple A was already below the score of
wealthy children of couple B. Family resources allowed wealthy children to catch
up, while the lack of resources slowed the development of talented but poor chil-
dren. As this type of studies witnesses, our societies are still characterised by high
levels of intergenerational transmission of social disadvantage (Esping-Andersen et
al. 2002). Disadvantaged children suffer not only at the cognitive level, but also at
the behavioural and social level: poor children are more likely to become working
poor, who in turn become poor pensioners, generating a vicious circle at the
aggregate level (chart 2). The Ford model is ill equipped to contrast this syndrome:
it steps in too late, with compensatory measures. The Lego model aims at combat-
ing the vicious circle at its roots, i.e. by preventing the formation of initial deficits
of human and social capital.

Chart 2 — The vicious circle of child poverty
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Fighting the vicious circle should become a top priority if we consider that the
share of children growing in conditions of social disadvantage is high today in the
EU and has been increasing through time in a number of countries. As shown by
table 2, about 19% of EU children under 18 lives in a “at-risk-of-poverty” house-
hold (i.e. with an income which is lower that 60% of the median income of the
country of residence). The risk of poverty is higher for large families, in one-earner
families (single mothers or non employed married mothers), families whose
incomes come from precatious jobs or state transfers. The incidence of poverty is
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also higher among immigrant households: we know that for the children of these
families childcare plays a very important role not only on the front of cognitive
and emotional development, but also on the front of language learning and social
integration. In the Scandinavian countries a heated debate has recently developed
on whether to make attendance of pre-school compulsory for small children
of “vulnerable families” (mostly immigrant families), or at least making access to
some social benefits conditional upon attendance (The Economist 2010).

Table 2 — At-risk-of-poverty rate in the EU (%),
total and children, EU-27, 2005
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Reading note: The dotted lines allow locating countries with poverty rates below/above the EU
(weighted) average: for instance, countries in the top right corner have poverty rates above the
EU average both for children and the overall population. The full lines indicate how child poverty
relates to the overall poverty rate in each country. Child poverty is below the overall poverty rate if
the country is situated below the thick line, child poverty is more than 5 percentage points higher
than the overall poverty rate if a country is located above the thin line.

Source: European Commission (2008), based on SILC (2005) — income year 2004
(income year 2005 for IE and the UK); except for BG and RO — estimates based on the
2005 national Household Budget Survey. UK data provisional.

In the second half of the 1990s child poverty grew in a number of counttries, espe-
cially in Southern Europe (table 3). These are countries in which the Ford model is
still fairly entrenched: the welfare state is still predominantly designed to subsidise
ex post non-employment rather than promoting ex ante the opportunities of
young people. The Nordic countries stand out for their low levels of child poverty
and for the stability of this level over time. The Notdic situation is the result of a
social policy mix which already during the Trentes Glorienses consolidated an effec-
tive and universal security net (including childcare services) for the whole popu-
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lation and promoted female employment, thus diminishing the vulnerability of
families with dependent children. Another notable case is the UK. This country
witnessed a high level of child poverty in 2005, but with a decreasing trend over
time. The British situation is the result of a deliberate strategy of the Blair gov-
ernments after 1997, which gave significant impulse (financially and institutionally)
to eatly childhood education and care services, tackling also the delicate question
of quality and professionalization.

Table 3 — Trends in child at-risk-of-poverty (CP) rates
in EU-15 countries, 1996-2001

1996 | 1997 | 1998 | 1999 | 2000 | 2001

EU-15 | 19 19 19 19 20 20

FI 5 5 5 7 6 9

SI;O{;IC DK : 6 : 7 : 7
SE : 7 : 7 : 7

BE 15 14 13 12 11 12

DE 15 15 13 13 13 14

10%< NL 14 13 14 14 17 17
CP rate AT 18 15 15 14 12 13
<20% FR 16 16 16 17 18 16
EL 19 18 17 17 19 18

LU 14 16 20 19 18 18

IT 24 23 21 2 25 25

IE 27 25 23 21 22 26

Sgorojje ES 23 26 24 25 25 26
PT 23 25 26 26 26 27

UK 25 27 29 29 27 23

Source: ECHP

4. A SUCCESSFUL EXPERIENCE? THE CHILD-CENTERED STRATEGY
OF NEW LABOUR GOVERNMENTS

During the eitghteen years of conservative government the UK had registered a
marked growth of child poverty. In 1979, when Margaret Thatcher gained office,
both the overall poverty rate and the child poverty rate were at 12%. In 1997,
when New Labour conquered Downing Street, the overall poverty rate had risen
to 18% and child poverty to an impressive 25%, one of the highest in the OECD.
The fight against poverty became a top priority of the Blair government: a few
months after the elections the new Prime Minister established a Social Exclusion



14 WP-L.LPF « 1/10

Unit, an office entrusted with the mission of monitoring the social situation of the
country and formulating policy proposals. The Exchequer launched at the same
time a wide ranging enquiry on the state of British childcare services. Both Tony
Blair and Gordon Brown were convinced that the fight against poverty had to
focus on (or at least start from) the promotion and enhancement of such services.
Both leaders were well acquainted not only with the Nordic experiences, but also
the American debates of the 1990s on the importance of eatly childhood edu-
cation and care. Quoting US studies and the estimates of James Heckman, in
his first speeches Blair repeated more than once that a pound invested in good
childcare services could result in seven pounds of savings in subsequent decades,
thanks to a reduction of crime rates, an increase in school attendance and pet-
formance rates, less spending on social assistance and so on. The findings of the
first comprehensive empirical studies on the British situation confirmed the argu-
ments (and results) of US debates and research: the opportunities and life destiny
of the young are closely linked to their experiences in early childhood. A prompt
state intervention aimed at re-balancing class inequalities during this crucial phase
of the life cycle ought to be a priority in any serious progressive (and “Third
Way”) agenda (Giddens 1998 and 2001). In his 1999 Beveridge lecture Tony Blair
expressed in very clear terms his worry about the condition of UK children and
made very ambitious promises:

We have made children our top priority because as the Chancellor memorably said in
his Budget “they are 20% of the population but they are 100% of the future”. The lev-
els of child deprivation are frightening. Almost one in three children in our country
lives in poverty. Poor children are 2% times more likely to have no qualifications. Girls
from deprived backgrounds are 10 times more likely to have a teenage pregnancy than
girls from well off families. Poor children are more likely to play truant, more likely to
get excluded from school, more likely to get in trouble with the police, more likely
to live in a deprived area, more likely to be from an ethnic minority family, more likely
to be brought up by one parent. ... Our plans will start by lifting 700,000 children out
of poverty by the end of the Parliament. Poverty should not be a birthright. Being
poor should not be a life sentence. We need to sow the seeds of ambition in the young.
Our historic aim will be for ours to be the first generation to end child poverty, and it
will take a generation. It is a 20 year mission but I believe it can be done.!

A few days later, Gordon Brown pledged to reduce by 2004 the child poverty rate
by 25%. This objective was almost achieved. Between 1997 and 2004 the rate de-
clined from 25.5% to 21%, and it must be noted that we are talking about relative
poverty: during the same period the UK economy grew faster than the EU aver-
age. This means that all poor children saw an improvement of their material con-
ditions in real terms and that a significant share of them (about a fifth) was lifted
out of relative poverty (above 60% of the average income). These data are not
very well known in international debates, which tend to lump the British expe-
rience with the experience of other neo-liberal regimes, such as the US (Wincott

1'The full text can be viewed at http://www.btis.ac.uk/poverty/Publication_files/Tony%20Blair%20
Child%20Poverty%20Speech.doc.
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2006). It may be too early to speak about the existence of an “Anglo-Social model”
which has wholly superseded Thatcher’s legacy (Dixon and Pearce 2005); on the
other hand, it must honestly be recognized that New Labour has not been mere
“Blaijorism”, i.e. the continuation by Tony Blair of John Majot’s approach based
on a general subordination of welfare programs to economic imperatives, as pun-
ningly predicted by some early commentators (Hay 1997).

New Labour’s anti-poverty policy rested on a number of different instruments,
among which an increase of universal child allowances, the establishment of a
Child Trust Fund (whose aim is that of paying a sum of 250 pounds to each new-
born child, to be kept in a savings account up to the age of majority), the introduc-
tion of tax credits for low income wortkers (including specific Child Tax Credits
for the cost of children). In 1998 Blair launched a National Childcare Strategy, i.e.
a five years extraordinary plan to enhance the quality, accessibility and availability
of services. Between 1998 and 2004 real public expenditure in this area almost
tripled (approximately 3 billion euros of additional expenditure) and more than
half a million places were created (including, it must be specified, subsidised places
in private centres). A great number of these places were created in deprived areas,
in order to reach, precisely, disadvantaged children. One of the most important
initiative of the Strategy was called “Sure Start” and it consisted in the creation of
counselling units (now more than 3,000) at the municipal level to help vulnerable
families with children. In 2004 a new ten years strategy was launched, aimed at
securing “the best start for children”: in addition to extra funds (350 million euros
per year starting from 2000), this second strategy introduced an important novelty:
the obligation for each municipality to secure to all parents with small children a
“solution” for their care needs, considering the local situation in terms of service
supply. The “Childcare Duty” introduced in 2005 for all local governments is not
yet a Notdic-style subjective entitlement of each citizen/parent, but is a significant
step forward in this direction (France is now considering to follow the UK exam-
ple: cf. CAS 2009).

It is fair to say that not all the promises of Blair on the front of ECEC were main-
tained —and some were badly implemented (Penn 2007). Many commentators have
lamented the rhetorical and almost triumphalistic style of the Prime Minister’s
speeches. Others were seduced by precisely these traits, by the communicative
effectiveness of Blair and his capacity to redefine the public discourse on child and
women issues. Even if he probably never used the expression in formal occasions,
Tony Blair was a convinced supporter of the “Lego” approach and of the social
investment state.

As summarized by a systematic investigation on the achievements of Blair’s social
policy between 1997 and 2004 (Kitty Stewart in Hills and Stewart 2005, 164):

Real progress has been made on childcare provision. ... A role for central government
in supplying childcare provision has been acknowledged for the first time in the UK
and places have been steadily increasing from a low base. Government also extended
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state responsibility. Early indications suggest that Sure Start programmes have had
mixed success in meeting their objectives, but have done well at providing parental
support and play and learning opportunities for disadvantaged children and have
proved widely popular with parents.

If Kitty Stewart is right, then New Labout’s policy in the UK was more than mere
cheap talk. Blair played a significant role in promoting the “women and children
first” also at the EU level, especially during the British Presidency in the second
semester of 2005. At the Hampton Court Summit of October 2005 the “new”
social policy was discussed “by the fireplace” by EU leaders. Six months later, dur-
ing the Spring Council, a European Pact for Gender Equality was signed, aimed at
promoting equal opportunities, work-life balance and child well-being.

5. THE QUALITY AND ACCESSIBILITY OF CHILDCARE

As was said above, one of the key for ECEC’s actual success is “quality”. But what
are, precisely, the elements that determine quality? Spaces, logistics, organization,
education projects, personnel? Each of these factors does play a role, of course,
but empirical research indicates that the most important element is personnel, i.e.
the preparation, attitude, commitment of educators to supply that sensitive and
responsive care which is the key instrument for children well-being (EACEA
2009). The Nordic countries were the first to focus on quality and to make signifi-
cant investments on childcare staff: training, pay, working conditions, incentives to
recruit male (and not only female) educators, more generally initiatives aimed at a
“social revaluation” of this profession. These countries also made many efforts
to define standards of care, to monitor and evaluate results. While in most EU
countries there is a sort of institutional gap between créches and kindergartens,
the Nordic countries have filled this gap, from both a pedagogical and an admin-
istrative-organizational perspective. Pre-school childcare is part of a unified layer
(labelled as “edu-care”) under the responsibility of the Ministry of Education.

In recent years the challenge of quality has gained momentum also in the UK and
France. Here the challenge is more daunting as services are not entirely public, but
rather a mix of public and private, so that it is more difficult to monitor standards.
The Nordic systems are also very costly: Denmark has a per capita expenditure per
staff unit which is two and a half higher that of the UK. This notwithstanding,
both the UK and France have made several efforts to introduce certification pro-
cedures also for private providers. The enhancement of service quality was an im-
portant ingredient of the National Childcare Strategy that was mentioned above.
Traditionally the training and competences of British educators were rather low,
especially within the low-end private and non profit sectors: low qualifications,
low pay, high turnover rates, recruitment problems, few opportunities for profes-
sional upgrading. In 2001 New Labour transferred competences in the field of
staff regulation and supervision (including the staff of non public centres) from



Maurigio Ferrera © From the Welfare State to the Social Investment State 17

local authorities to the Office for Standards in Education (OFSTED), an agency
of the central government responsible for the monitoring and evaluation of
the whole education sector. Since 2005 all childcate centres can be visited by
OFSTED officers without notice. Evaluation reports (which may also refer to
private “licensed childminders”) are posted on the OFSTED website and are
freely available to parents: the “responsible choice” of parents is a very important
element of the overall system of quality enhancement. An incisive redefinition of
the formative curriculum and career paths of educators is under way through the
introduction, among other things, of a new professional figure, the “early years
qualified teacher”.

France has also been making steps towards quality enhancement, in the context
of a wider policy strategy aimed at creating a mixed public/ptivate system of
childcare. A new scheme has been introduced supporting the free choice of
childcare forms (complement de libre choix du mode de garde d’enfani): parents can opt
for domiciliary care provided by certified childminders or put them in the hands
of assistantes maternelles, who provide care in their own domicile. Public certifica-
tion and licensing guarantee adequate standards of security, reliability and quality
of care environments and personnel. Non public, but certified forms of childcare
have rapidly developed in the last years and are now covering about 18% of chil-
dren under three. The number of families using the assistantes maternelles has tripled
between 2004 and 2007.

The European Union is playing an increasingly important role in promoting both
the availability and quality of childcare services (and, more generally, the whole
social investment approach: cf. European Commission 2007). In 2002 the Euro-
pean Council held in Spain set the “Barcelona targets”, i.e. 33% of childcare cov-
erage for under three and 90% for pre-school children from three to the national
mandatory school age. The first target was estimated to be a pre-condition for
reaching another target of the Lisbon Strategy, i.e. a female employment rate
of 60%. As shown by graph 1 and graph 2, the situation is not far from the
Barcelona targets as regards children after three, but is still far from it as regards
children under three. Only five Member States (DK, NL, SE, BE, ES) have sur-
passed the 33% coverage rate, while five others (PT, UK, IR, LU, SI) are ap-
proaching this target. In most of the other countries, much still needs to be done
to meet the demand for childcare facilities. While seven Member States (FI, IT,
CY, EE, DE, IE, LV) have reached an intermediate level of coverage (between
16 and 26%), eight Member States (EL, HU, MT, SK, LT, AT, PL, CZ) show a
coverage rate of 10% or less. It must be noted that these coverage rates relate
to a// children, irrespective of how many hours per week they attend a childcare
facility. Attendance hours vary widely from one country to another, and in
numerous countries a particularly high proportion of childcare facilities operate
on a part-time basis only. As far as quality is concerned, the European Com-
mission has launched initiatives in order to define standardized indicators to be
applied in all counttries.
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Graph 1 — Proportion (%) of children up to 3 years cared for
by formal arrangements, up to 30 hours / 30 hours or more per usual week
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Source: Eurostat, EU-SILC 2006. Provisional data

Graph 2 — Proportion (%) of children (3 years to mandatory schooling age) cared for
by formal arrangements, up to 30 hours / 30 hours or more per usual week
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Source: Eurostat, EU-SILC 2006. Provisional data

Two other important dimensions of accessibility are the cost of childcare and its
opening hours. Again, the Nordic countries are by far the most advanced on both
fronts. Fees are linked to family income, but normally with a ceiling set at around
3% to 5% (in Sweden this is known as the maxtaxa). Childcare centres have very
long opening times, in some cases even 24 hours a day. Financial and temporal
accessibility is still a big problem in most of the other EU countries, especially in
Southern Europe —with significant implications not only for small children but
also for their parents and especially for the employment of their mothers.
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CONCLUSION

Eatly childhood education and cate is the key foundation of the new “social in-
vestment” paradigm, but the latter emphasises other policy goals and areas as well:
family support, the promotion of female employment, active labour market meas-
ure, training, life-long learning and in patticular education. The success of a service
and knowledge based economy depends crucially on the educational credentials
of the average citizen, and not —as in the past— on those of its elite alone (All-
mendinger and Leibfried 2003). It is not only a question of human capital, but also
social and political capital: a good education of the average citizen promotes both
social cohesion and “civicness”.

To what extent can we say that the OECD countries have already begun a transi-
tion from the Fordist to the social investment state? Recent empirical analyses,
based on spending data, indicate that, in general, the transition is slow, but that
certain countries are well ahead of others (e.g. Nikolai 2009). Sweden, Denmark
and Finland are the countries which spend more for investment-related social
policies, but certain Anglo-Saxon countries such as the UK and New Zealand
have also been noticeably rebalancing their public spending pattern towards social
investments, particularly towards education. Continental and especially Southern
European countries are lagging behind. In these countries spending on traditional
compensatory measures is still hugely predominant while social investment poli-
cies are still largely neglected. Compared to their aggregate levels of public and
social expenditure, Germany, Italy, Spain and Japan stand out for their under-
performance on the education front (included early childhood education and care).

Recalibration of the welfare state towards social investment is certainly no easy
undertaking from the political point of view. It calls for swimming against the tide
of deep-seated beliefs, expectation and interests for the conservation of the
distributive status quo. No reform can go through without the backing of social
coalitions that support it and political alignments able to decide about policy
change. The raw material of any reform remains however some ideal project
of change. The social investment paradigm offers just this: a coherent and norma-
tively justified blueprint for a new welfare future. A serious commitment to pro-
mote the social investment discourse in various domestic and supranational arenas
can remove, in due course, many obstacles and redefine preference and interests,
thus smoothing the path toward change.
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