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  EARLY CHILDHOOD EDUCATION:  
A SMART INVESTMENT IN CHILDREN AND THE ECONOMY 

 
The education children receive before the age of five 

affects their long-term academic prospects and 

earnings potential. In addition, early education 

benefits the entire economy by helping workers 

develop the skills needed for the jobs of tomorrow. 

As the country looks for ways to improve economic 

mobility and strengthen the middle class, increasing 

access to early learning should be a key part of the 

solution. 

 

Despite evidence demonstrating that high-quality 

early childhood education improves outcomes for 

children and bolsters the caliber of the workforce, 

the United States invests less in early education as a 

share of gross domestic product (GDP) than most 

advanced economies.
1
 Nearly 60 percent of three-

year-olds and more than one-third of four-year-olds 

are not enrolled in early education programs.
2
 

Marked disparities exist in enrollment rates for 

children from low- and moderate-income families, 

placing them behind the learning curve before they 

have even started kindergarten.
3
  

 

This report discusses the economic benefits of early 

childhood education. It examines trends in early 

education enrollment, including disparities across 

income groups that may inhibit economic mobility. 

It concludes by describing policies to improve access 

to high-quality early education and help prepare 

children for success as they move into the K-12 

education system and beyond.  

 

 

Economic Benefits of Early Childhood Education   

 

The economic benefits of high-quality early 

education programs are significant, both in the short 

and long term.
4
 Art Rolnick, former Director of 

Research for the Federal Reserve Bank of 

Minneapolis, has said, “The best investment in 

economic development that government and the 

private sector can make is in the healthy 

development of children.”
5
 Former Federal Reserve 

Chairman Ben Bernanke has made similar remarks, 

citing evidence showing that children’s participation 

in preschool programs increases high school 

graduation rates, which in turn boosts expected 

lifetime earnings.
6
 

 

Overall, the annual rate of return on investment in 

high-quality early education exceeds the return on 

most other investments, public or private. The rate of 

return has been found to be as high as 16 percent per 

year for intensive programs targeted to at-risk 

children.
7
 The high return is a result of higher 

lifetime earnings, increased tax revenues and 

reduced demand for public services.
8
  

 

Children who attend high-quality preschools are 

more likely than their peers to graduate from high 

school, enroll in college and have higher lifetime 

earnings. In addition to these tangible benefits, early 

education also helps children further develop a 

number of critical non-cognitive skills, such as 

perseverance and motivation.
9
 While not as easily 

measured through test scores and academic 
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performance, those skills play a vital role in 

contributing to a young person’s future success.
10

 

 

Young people who attend high-quality early 

education programs are less likely to be in remedial 

education classes, become pregnant at a young age 

or be juvenile offenders.
11

 The improved outcomes 

compared to their peers extend into adulthood, with 

higher employment rates, lower crime rates and 

lower rates of reliance on public assistance.
12

  

 

Early education not only provides benefits to 

individual children but also reduces the strain on 

federal, state and local budgets, as a result of higher 

taxable incomes and decreased expenditures on 

social services.
13

 The benefits are especially 

significant when it comes to reduced spending on 

incarceration, which is a substantial expense for 

governments.
14

 The average cost of incarceration for 

a federal inmate is nearly $30,000 per year.
15

 One 

study found that participants in high-quality early 

learning programs are 25 percent less likely to have 

spent time in prison or jail by age 24.
16

 Another 

found that participants are 46 percent less likely to 

have been sentenced to prison or jail by age 40.
17

  

 

 

Building a Stronger Workforce  

 

Investing in early childhood education supports 

economic growth by bolstering the caliber of the 

workforce. Many businesses today say they are 

struggling to find workers with the right skills, and 

technological changes in the future will increase the 

importance of having a well-educated workforce 

capable of lifelong learning.
18

 

 

Economists and business leaders have emphasized 

the role of early education in developing strong local 

and regional workforces.
19

 Recognizing this, many 

governors have worked to enact or expand state-

funded preschool programs in recent years.
20

 

 

Early evidence suggests these state-level programs 

help prepare children not just for kindergarten but 

for all of primary school, boosting test scores as far 

down the road as eighth grade.
21

 One analysis 

projects that the longer-term earnings gains for 

participants in a universal pre-kindergarten program 

currently underway in Oklahoma will yield between 

$3 and $4 for every dollar spent.
22

 

 

 

Early Education and Economic Mobility 

 

Economic mobility—the likelihood that a child 

raised in one income group will move to a different 

group as an adult—is lower in the United States than 

in most advanced economies.
23

 Among Organisation 

for Economic Co-operation and Development 

(OECD) countries, only the United Kingdom, Italy, 

Chile and Slovenia have higher correlations between 

the earnings of fathers and sons.
24

 Children of very 

low-income or very high-income parents are 

particularly likely to end up with a similar economic 

status as their parents. Over 40 percent of American 

children born into poverty never escape it.
25

 

 

Education is one of the most direct paths to 

economic mobility, and investing in early education 

can be particularly effective in increasing 

opportunity.
26

 Research shows that differences in 

investment in education—with higher-income 

families investing more and lower-income families 

investing less—account for approximately one-half 

of the lack of economic mobility across 

generations.
27

 Early education investments can make 

a greater contribution to economic mobility than 

investments in college.
28

 It has been estimated that 

children who attend just one year of high-quality 

pre-kindergarten earn more as adults than their peers 

who do not (as much as 10 percent more for 

disadvantaged children attending full-day programs 

according to one study), which can help them move 

out of poverty or into the middle class.
29

  

 

In 2012, 70 percent of three- to five-year-olds with a 

parent with a bachelor’s degree—and 75 percent of 

children with a parent with a graduate or 

professional degree—were enrolled in early 

education programs. At the same time, only 60 

percent of children whose parents had only a high 

school diploma and only 54 percent of children 

whose parents had not graduated from high school 

were enrolled in such programs (Figure 1).
30
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In addition to the educational attainment level of the 

parents, family income is often a major indicator of 

whether or not a child is enrolled in an early 

education program. In 2011, the most recent year for 

which there are data by income level, only 26 

percent of three-year-olds in households at or below 

200 percent of the poverty line (currently $47,700 

for a family of four) were enrolled in an early 

education program. By comparison, 42 percent of 

children in higher-income families were enrolled. 

For four-year-olds, the shares increase but the 

disparity remains. The gap narrows considerably for 

five-year-olds, since many begin to attend public 

kindergarten (Figure 2).
31

  

 

By the time they enter kindergarten, many children 

from low- and moderate-income families are already 

struggling to keep up. According to one study, 

children in families at or above 200 percent of the 

poverty level—who are more likely to attend pre-

kindergarten programs—score 38 percent higher on 

math exams and 30 percent higher on reading exams 

than children who live in poverty.
32

 These children 

also score 19 percent and 16 percent higher than 

children in families with income between 100 and 

199 percent of the poverty level on math and reading 

exams, respectively.
33

 

 

 

Enrollment Trends Overall 

 

The share of young children enrolled in early 

education programs increased steadily during the last 

few decades of the 20
th

 century—rising from just 27 

percent of three- to five-year-olds in 1965 to 64 

percent in 2000 (Figure 3).
34

 But little progress has 

been made since then, as enrollment rates have held 

relatively constant.  

 

In 2012, almost 60 percent of three-year-olds and 

more than 30 percent of four-year-olds were not 

enrolled in kindergarten, preschool or nursery 

school.
35

 This corresponds to about 2.4 million three-

year-olds and 1.4 million four-year-olds not enrolled 

in early learning programs.
36

  

 

These enrollment rates vary by state and type of 

program (Table 1). For example, while only four 

percent of three-year-olds nationally were enrolled in 

state-funded pre-kindergarten programs, 80 percent 

of three-year-olds in the District of Columbia were 

enrolled in such a program. States with a majority of 

four-year-olds enrolled in state-funded pre-

kindergarten include the District of Columbia (94 

percent), Florida (78 percent), Georgia (58 percent), 

Iowa (60 percent), Oklahoma (74 percent), Texas (52 

percent), Vermont (71 percent), West Virginia (62 

percent) and Wisconsin (64 percent). 
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On a variety of measures of early education, the 

United States lags behind international competitors. 

The enrollment rates for American three-, four- and 

five-year-olds are all less than the average rates for 

OECD countries.
37

 Three-year-olds in the European 

Union are about twice as likely as American three-

year-olds to be enrolled in an early education 

program, and enrollment rates for American four-

year-olds are lower than those of 27 of the 33 OECD 

countries for which there are data.
38

  

 

In 2011, the United States invested 0.5 percent of 

GDP in early education (including public and private 

spending), less than the OECD average.
39

 U.S. 

public expenditures on early education as share of 

GDP were lower than those in all but four of the 27 

OECD countries for which there are data.
40

  

 

 

Policy Proposals 

 

Both the federal government and state governments 

can support early learning and help families and the 

economy reap the many benefits that stem from 

having a well-educated workforce.  

 

 

 

Supporting state-funded early education programs 

 

The federal government can play a key role in 

supporting state programs. The Consolidated 

Appropriations Act, 2014 (P.L. 113-76) includes 

significant funding to strengthen early education. 

The law appropriates $250 million for competitive 

grants to states to help them develop, enhance or 

expand high-quality preschool programs for children 

ages four and over from families at or below 200 

percent of the poverty line. 

 

State-funded pre-kindergarten can help close the 

gaps in access to early education, allowing children 

from all backgrounds to have a strong start in life. It 

can be particularly important given the costs 

associated with private programs and the persistent 

underfunding of Head Start, which serves less than 

half of eligible children.
41

 Forty states and the 

District of Columbia have established preschool 

programs for young children.
42

  

 

Despite the positive role it can play, only 28 percent 

of four-year-olds and a mere four percent of three-

year-olds are enrolled in state-funded pre-

kindergarten.
43

 Moreover, recent state budget cuts 

have led to reduced funding—$561 less per child 

was spent in 2012-13 than in 2009-10 (in 2013 

dollars), and per-child spending declined by more 

than $1,000 over the course of the last decade.
44

 

 

Supporting universal, voluntary pre-kindergarten 

programs 

 

The Strong Start for America’s Children Act 

(S. 2452) would establish a formula grant program 

for states to provide universal, voluntary pre-

kindergarten. Grant amounts would be based on the 

share of four-year-olds in a state living at or below 

200 percent of the poverty line. States would have to 

meet certain quality benchmarks to be eligible; for 

example, programs receiving funding would have to 

be full-day programs and have class sizes of no more 

than 20 children. States would be required to match a 

certain percentage of the federal funding.  

 

States that offer universal access for low- and 

moderate-income four-year-olds could use the funds 
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to enroll three-year-olds. States not currently eligible 

to receive these formula grants would be able to 

compete for preschool development grants to 

increase their early childhood education capacity and 

improve their chances of future eligibility. 

 

Other policies, including promoting prenatal health 

and infant nutrition 

 

To maximize the gains from improving access to 

high-quality early education, policymakers should 

also strengthen programs across the spectrum of 

child development and education. This includes 

prenatal programs for expecting mothers, infant 

nutrition programs, child care programs, Head Start 

and Early Head Start. It also includes making 

improvements to the K-12 education system.  

 

The Strong Start for America’s Children Act 

includes additional provisions to create partnerships 

between Early Head Start providers and child care 

centers. The Child Care and Development Block 

Grant Act of 2014 (P.L. 113-186), enacted in 

November, reauthorizes the CCDBG program, 

institutes stronger standards for child care centers 

that receive federal funding and requires the 

Departments of Education and Health and Human 

Services to issue a report on how to streamline and 

coordinate federal early childhood education and 

care programs.  

 

 

 

 

 

 

Conclusion 

 

Early education is critical to giving all children a fair 

shot in life. Without access to early learning 

opportunities, children from low- and moderate-

income families will tend to lag behind throughout 

their academic and professional lives. In addition, 

the caliber of the workforce will not be as strong as it 

could be, and spending on remedial education and 

social support services will be higher. Expanding 

access to high-quality early education would help 

level the playing field for all children and improve 

economic mobility in the United States. 
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State

Number of three- 

and four-year-olds 

not enrolled in 

preprimary 

programs (2012)*

Share of three- 

and four-year-olds 

at or above 200 

percent of poverty 

line enrolled 

(2012)*

Share of three- 

and four-year-olds 

below 200 percent 

of poverty line 

enrolled (2012)*

Share of four-year-

olds enrolled in 

state-funded pre-

kindergarten 

(2012-13)

Share of three-

year-olds enrolled 

in state-funded 

pre-kindergarten 

(2012-13)

United States 4,307,000 55% 37% 28% 4%

Alabama 71,000 52% 32% 6% 0%

Alaska 13,000 39% N/A 3% 0%

Arizona 120,000 43% 25% 3% 2%

Arkansas 42,000 51% 44% 33% 14%

California 530,000 57% 37% 15% 10%

Colorado 71,000 57% 38% 21% 7%

Connecticut 30,000 67% 54% 13% 6%

Delaware 11,000 60% N/A 7% 0%

District of Columbia 3,000 N/A N/A 94% 80%

Florida 220,000 58% 41% 78% 0%

Georgia 141,000 59% 39% 58% 0%

Hawaii 17,000 56% N/A - -

Idaho 31,000 43% 29% - -

Illinois 155,000 60% 44% 27% 18%

Indiana 105,000 50% 30% - -

Iowa 42,000 52% 41% 60% 4%

Kansas 44,000 51% 40% 21% 0%

Kentucky 67,000 50% 35% 29% 8%

Louisiana 63,000 55% 46% 31% 0%

Maine 16,000 50% 37% 34% 0%

Maryland 73,000 57% 37% 35% 4%

Massachusetts 62,000 65% 44% 14% 4%

Michigan 124,000 52% 40% 21% 0%

Minnesota 76,000 51% 38% 1% 1%

Mississippi 42,000 55% 47% - -

Missouri 86,000 53% 36% 3% 1%

Montana 15,000 43% 37% - -

Nebraska 27,000 55% 39% 26% 11%

Nevada 53,000 40% 21% 3% 0%

New Hampshire 13,000 59% N/A - -

New Jersey 82,000 66% 53% 28% 20%

New Mexico 36,000 44% 33% 18% 0%

New York 195,000 63% 47% 45% 0%

North Carolina 147,000 54% 30% 23% 0%

North Dakota 11,000 38% N/A - -

Ohio 161,000 52% 37% 2% 1%

Oklahoma 59,000 48% 38% 74% 0%

Oregon 57,000 51% 29% 10% 5%

Pennsylvania 150,000 57% 39% 12% 5%

Rhode Island 12,000 54% N/A 1% 0%

South Carolina 67,000 56% 33% 40% 4%

South Dakota 15,000 38% 37% - -

Tennessee 99,000 49% 32% 21% 1%

Texas 458,000 50% 33% 52% 6%

Utah 63,000 47% 31% - -

Vermont 7,000 N/A N/A 71% 21%

Virginia 106,000 55% 34% 17% 0%

Washington 103,000 50% 29% 8% 1%

West Virginia 27,000 39% 31% 62% 9%

Wisconsin 81,000 46% 34% 64% 1%

Wyoming 9,000 46% N/A - -

Table 1. Preprimary Enrollment by State

Notes: Children enrolled in kindergarten are excluded. "N/A" indicates estimates were suppressed because the confidence interval around the percentage is greater 

than or equal to 10 percentage points; "-" indicates that a state-funded program does not exist;  "*" indicates data are from 2010-2012 three-year estimates.

Source: JEC Democratic staff based on data from the U.S. Department of Commerce, Census Bureau, American Community Survey, as calculated by the Annie E. 

Casey Foundation, and the National Institute for Early Education Research.                                                                                                                                                                                                                                            
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