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H igh-quality early childhood programs provide sizable benefi ts to state and 
local economies. For each $1 invested in high-quality early childhood 
programs, a state economy will get a $2 to $3 return on investment, 

measured by increased jobs or earnings for state residents. Such benefi ts are 
similar in magnitude to what states would get from investing in well-designed 
business incentives. Benefi ts come mainly from the effects on child participants, 
who are more likely to be educated, trained, and employed as adults. In addition, 
when stable, affordable, high-quality child care is available, parents are able to 
improve their productivity by putting in more work hours, missing fewer work days, 
experiencing less stress, and/or pursuing education. Ensuring that early childhood 
programs are of high quality is key to fully realizing their benefi ts. Although it can 
be a challenge to fi nance early childhood programs up front, states can capitalize 
on several substantial short-term benefi ts that these programs produce. Over the 
long term, these programs will pay for themselves.

Many rigorous and reliable studies have demonstrated that early childhood 
programs produce very high returns on investment. For every $1 spent on high-
quality early childhood programs, $8 to $16 is returned to society, largely through 
reduced future costs of crime and government assistance.1 But if there is any case 
to be made for early childhood programs as economic development programs, then 
these programs need to provide economic development benefi ts, which I defi ne as 
per capita earnings for state and local residents. My research specifi cally analyzes 
how investments in early childhood programs benefi t state and local economies 
through increased per capita earnings. Using this approach, I can directly compare 
the track record of early childhood investments to conventional economic 
development programs such as business tax incentives. 

Early childhood programs are a policy area in which it makes sense to have state 
governments take a strong role. Many of the economic development benefi ts of 
early childhood programs are returned to the state. In this chapter, I describe 
three highly effective early childhood programs and calculate the economic 
development benefi ts that they produce for state economies. I address commonly 
asked questions about how these benefi ts are distributed, how they contribute to 
the entire state economy, and how they compare to the benefi ts of well-designed 
business incentives. I discuss the short- and long-term benefi ts of these programs, 
and offer some options for how states can capitalize on short-term benefi ts. I then 
overview which elements of early childhood programs determine quality, and 
present some considerations for Wisconsin.
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Which Early Childhood Programs are Considered?
My analysis focuses on three well-studied early childhood programs: (1) universal 
prekindergarten (pre-K) education, (2) the Abecedarian early childhood program, 
and (3) the Nurse-Family Partnership home visiting program. These three 
programs have been rigorously evaluated and have long-term follow-up data 
available, which allowed me to reasonably calculate their economic development 
benefi ts. What’s more, these are model early childhood programs, which allowed 
me to estimate which best practices of early childhood programs have economic 
development benefi ts. Below is a brief description of each program.

Universal Pre-K. The pre-K program examined in this study is modeled after the 
effective Chicago Child-Parent Center and Perry Preschool programs.2,3,4,5 The 
program would provide free pre-K education to all four-year-olds for three hours 
per day during the school year. It would have a class size of 20 children, a lead 
teacher who is certifi ed, and a paraprofessional teacher’s aide. The program would 
be universally available to all four-year-olds, but not mandatory. The analysis 
assumes that 70% of all four-year-olds actually participate.6

Abecedarian Program. The Abecedarian early childhood program was operated 
as a random-assignment experiment from 1972 to 1977 in Chapel Hill, North 
Carolina. Disadvantaged families received fi ve years of free full-time and full-year 
child care and pre-K education (from 7:30 a.m. to 5:30 p.m., fi ve days a week, 50 
weeks a year). The program targeted high-risk families (e.g., single parents, low 
income, low education). Services began when the child was six weeks of age and 
continued until the child entered kindergarten. The program also included home 
visits every other week. The child care incorporated educational goals from the 
very beginning, but with a highly individualized curriculum. Child-staff ratios 
were small, ranging from 6 infants to 2 teachers in the fi rst year to 14 preschoolers 
to 2 teachers in the fourth and fi fth years. Teachers for children ages 0-2 were 
high school graduates, teachers for children ages 3-5 were college graduates, and 
salaries were comparable to those of public school teachers.7,8,9

Nurse-Family Partnership Program. The Nurse-Family Partnership home 
visiting program provides fi rst-time mothers from disadvantaged backgrounds with 
30 nurse visits, starting from when they are pregnant until their child turns two. 
On average, about 7 visits occur prior to the child’s birth and 23 occur after, with 
each visit lasting about 75-90 minutes. The visits have three goals: (1) healthier 
prenatal care, (2) more responsive parenting, and (3) improved life chances for 
the mother (e.g., better spacing and planning of subsequent pregnancies; help for 
the mother in completing her education and fi nding work; and more constructive 
involvement of the father in the family). First-time mothers are targeted on the 
theory that they will be more receptive. Nurses have proven more effective as home 
visitors than paraprofessionals because of their credibility with mothers and their 
health care knowledge.10,11,12

Nurses have proven 
more effective as 

home visitors than 
paraprofessionals 

because of their 
credibility with 

mothers and 
their health care 

knowledge.



 Wisconsin Family Impact Seminars 29

Tim
othy Bartik

What are the Economic Development Benefi ts of these Programs?
I defi ne state economic development benefi ts as the increase in earnings per capita 
of state residents. I consider how these early childhood programs affect the future 
earnings of state residents above and beyond program costs. Costs and benefi ts are 
calculated in terms of their present value, which represents past or future dollars in 
today’s terms, adjusting for both changes in prices and for the discount that people 
impose on dollars in the future versus dollars today. 

The economic development effects are calculated for operating these programs 
at full scale. For universal pre-K, “full scale” means suffi cient space for all four-
year-olds whose parents choose the program. Based on the experience of states that 
offer voluntary universal pre-K, such as Oklahoma, about 70% of all four-year-olds 
would enroll in a universal pre-K program. This universal pre-K  program would 
have the largest number of participants of the three programs I consider. I estimate 
that if such a program were operational throughout the United States, it would have 
slightly less than 3 million participants. 

The other two programs are targeted at disadvantaged families. For them, “full 
scale” means suffi cient slots for all disadvantaged families. Therefore, fewer 
children would participate nationwide: about 600,000 children for the Abecedarian 
program and 400,000 children for the Nurse-Family Partnership program.

The three programs differ in spending per participant. The Abecedarian program, 
which provides free, high-quality, full-day and full-year child care for fi ve years, 
is the most expensive. The net cost of the program per child is over $60,000 (after 
adjusting for cost savings from reduced spending on other child care and pre-K). In 
comparison, the net cost per child for the other two programs is much less: $10,000 
for the Nurse-Family Partnership program and $5,000 for universal pre-K (in 
present dollars). Combining enrollment size and costs, full-scale universal pre-K 
and Abecedarian programs would be far bigger than a full-scale Nurse-Family 
Partnership program. The Abecedarian program is bigger because of its high 
costs per participant, and universal pre-K because of its many participants. The 
Nurse-Family Partnership program has modest overall costs because of its smaller 
number of participants and lower cost per participant. 

All three of these early childhood programs have healthy ratios of state economic 
development benefi ts to costs. My analysis fi nds that for each dollar invested, these 
programs create a return on investment of around $2 to $3 in increased earnings to 
state residents. More specifi cally:

• High-quality universal pre-K has a return of $2.78 per dollar invested.

• An Abecedarian child care program has a return of $2.25 per dollar 
invested.

• The Nurse-Family Partnership program has a return of $1.85 per dollar 
invested.
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I emphasize again that these “returns on investment” of $2 to $3 only consider the 
benefi ts of these programs for increasing the earnings of state residents. Benefi ts 
for former participants who move outside the state are disregarded. And benefi ts 
for state residents from lower crime are also not counted. My focus is on only the 
“economic development” benefi ts for state residents. 

Because these three programs are of dramatically different scales, the sizes of their 
effects on a state’s economic development are quite different. 

• Adopting a full-scale Abecedarian program would increase the present 
value of state residents’ earnings by 1.7%.

• Adopting a full-scale state universal pre-K program would increase the 
present value of state residents’ earnings by 0.75%.

• Adopting a full-scale Nurse-Family Partnership program would increase 
the present value of state residents’ earnings by slightly more than 0.1%.

Keep in mind that an increase of 1% or 2% in state per capita earnings is a large 
number. The long-term effects on the total U.S. economy would amount to an 
estimated hundreds of billions of dollars per year. My estimates are deliberately 
conservative. For instance, I do not include the benefi ts that could potentially occur 
when the higher earnings realized by state residents are then saved and reinvested 
into the economy. This means that these economic development benefi ts have the 
potential to become even larger over time. 

These results suggest that you get what you pay for. Early childhood programs of 
modest scale are unlikely to have large overall economic development benefi ts. If 
state policymakers want large effects from investing in children, they need to make 
large investments in evidence-based programs with a high payoff. 

How Are the Economic Development Benefi ts Distributed?
Three aspects of these programs cause the increased state per capita earnings. 
Figure 1 graphically shows the breakdown of the various “transmission 
mechanisms,” (i.e., spending, parents, and child participants) through which these 
programs provide economic development benefi ts to a state’s residents.

1) Employment effects on child participants. The most important economic 
development benefi ts come from the impact of early childhood programs on 
their former participants. As adults, children in these programs have greater 
odds of being educated, employed, and trained in a specifi c occupation. What’s 
more, they have improved job skills and work attitudes. Many of these former 
child participants will stay in the same state or local economy as adults. The 
result is a local economy with a higher-quality labor supply. A higher-quality 
labor supply will attract more and better jobs to an area, leading to higher local 
per capita earnings.
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Figure 1. State Economic Development Benefi ts of Early Childhood Programs, Divided among 
Various Mechanisms for Causing Such Effects.

Adapted from Investing in kids: Early childhood programs and local economic development (p. 82). Adapted with 
permission. Source: Author’s calculations. Note: For each early childhood program, this fi gure shows the ratio 
of effects on state residents’ earnings to costs, in present values. The earnings effects are divided among three 
mechanisms for achieving such effects: 1) effects of spending more money on early childhood programs, 2) effects on 
parents of participants in these programs, and 3) effects on former child participants in these programs when they grow 
up and enter the labor force.

2) Increased education or labor supply of parents. With access to stable, 
affordable, high-quality child care, parents are able to improve their labor 
productivity by putting in more work hours, missing fewer work days, 
experiencing less stress, and/or pursuing education. Implementing early 
childhood programs positively affects the labor supply of parents, but the 
parental effects are generally smaller than effects on children. Not surprisingly, 
programs that provide more child care or that target families have larger effects 
on parents. The Abecedarian program provides fi ve years of full-time and 
full-year free child care, and the Nurse-Family Partnership’s program model 
emphasizes improving the life chances of mothers. Thus, roughly half of the 
benefi ts of these programs accrue through parents. In contrast, universal pre-K 
is too limited in scope and time (three hours a day for the school year for four-
year-olds) to dramatically affect parents’ earnings.

3) Stimulation of the state economy. Government spending on these programs 
leads to multiplier effects: early childhood programs will buy local supplies, 
pre-K teachers or other employees of early childhood programs will buy local 
goods and services, and so forth. Multiplier effects have political appeal in 
that the economic benefi ts are immediate. However, increased government 
spending on early childhood programs would require raising taxes, unless 
private or federal funding is available. Once one accounts for both taxes and 
spending, the multiplier effects of early childhood programs are modest. Most 
of the stimulative effects of spending are offset by the increased taxes. 

Roughly half of 
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For both the parents and former child participants in these programs, only a 
portion of increased earnings occur because of increased educational attainment. 
Even after educational attainment is accounted for, these programs appear to 
have additional benefi ts to the labor quality of parents and children that increase 
employment rates and earnings. In addition, although the effects of these programs 
on children’s standardized test scores tend to fade out over time, positive effects on 
employment continue into adulthood. 

Why do these employment benefi ts persist? Nobel prize-winning economist James 
Heckman argues that the key to early childhood programs’ long-term benefi t is 
their effectiveness in improving not only hard skills, but also soft skills.13 Hard 
skills are skills such as math and literacy, typically measured by standardized tests. 
Soft skills are character skills and social skills, including self-confi dence, how 
someone gets along with peers and authority fi gures, and the ability to plan. This 
is particularly important for businesses because soft skills are at least as important 
as hard skills in determining worker productivity, and such skills are increasingly 
demanded by employers.14 The development of soft skills and hard skills early 
in life leads to greater success in each subsequent grade, which then further 
accelerates the development of both soft skills and hard skills. As Heckman says, 
“skills beget skills.” 

How Do the Benefi ts from Early Childhood Programs 
Help the Entire Local Economy?

Do early childhood programs really benefi t local and state economic development? 
Won’t former child participants of these programs move away as adults? And how 
will better employment outcomes for participants translate into better outcomes for 
the economy as a whole?

Americans are not as mobile as we sometimes think. Over three-fi fths of all 
Americans remain in their childhood state for most of their working life, and 
over half remain in their childhood metropolitan area for most of their working 
life. These percentages do not decline much for smaller or more economically 
distressed metropolitan areas. Thus, a large proportion of former childhood 
participants will stay in their home city or state, and they are more likely to do 
better as adults. 

In addition, the entire local economy benefi ts from substantial spillover effects that 
result from increasing the average level of local skills. Having more highly skilled 
workers in an area allows employers to introduce new technologies more easily, 
and increases the overall competitiveness and productivity of local industries. For 
example, even if I am highly skilled, the productivity and competitiveness of my 
employer will be reduced if my co-workers are not skilled, or the workers at my 
employer’s suppliers are not skilled. Therefore, what my employer can afford to 
pay me in wages will depend not only on my own skills, but also on the skills of 
other local residents.
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How Do the Returns from Early Childhood Programs Compare 
with Business Incentives?

The returns from high-quality early childhood programs to state economic 
development are comparable to well-designed business incentives. Well-designed 
business incentives can produce a return of $3.14 for each dollar invested. The 
returns from high-quality early childhood programs range from $1.85 for a quality 
nurse home visiting program to $2.78 for universal pre-K. 

However, the returns on investment for early childhood programs are higher if 
looked at nationally than at the state level. Nationally, they range from $2.47 
for nurse home visiting to $3.79 for universal pre-K.  These national economic 
development benefi ts are higher because they count the increase in skills and 
earnings of program participants who as adults move to other states.

In contrast, well-designed business incentives have a return of only $0.65 for each 
dollar invested when looked at nationally. Even well-designed business incentives 
reap part of their state returns by taking away jobs from other states. These 
programs benefi t a state’s earnings in part by reducing earnings in other states. But 
early childhood programs increase national economic productivity by improving 
the quality of America’s workforce. 

What Are the Long-Term vs. Short-Term Economic Benefi ts 
of These Programs?

The economic development benefi ts of early childhood programs are mostly long-
term. Most of the benefi ts do not begin to show up until former child participants 
enter the labor force, and they are not fully realized until former participants enter 
their prime earnings years—at least 20 years later. 

Taking a long view, high-quality early childhood programs will be self-fi nancing. 
They have been found to signifi cantly reduce criminal justice, special education, 
and other remedial education costs. They also reduce usage of welfare programs 
and increase tax revenue for the state and local economy. 

However, in the short run, these positive effects are insuffi cient to cover costs. 
These programs will require suffi cient investment to have large effects on the 
future workforce. Because these programs have high costs in the short-run, but 
reap benefi ts in the long-run, this raises the issue of whether our political system 
can mobilize support for enacting these programs.

One way to mobilize support for early childhood programs is to identify the 
possible short-term benefi ts. For instance: 

1) Free child care and other services to parents increase parental labor supply, 
which can increase spending and stimulate the state economy. 

2) High-quality early childhood programs have been shown to signifi cantly 
reduce the percentage of children in K-12 special education. Savings in the 
costs of special education and other remedial education services in elementary 
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school will have shorter time horizons. Special education placement for one 
student can cost $10,000 per year, for up to 13 years when students are in 
the K-12 system. After 10 years, early childhood programs may be able to 
cover between 50% and 150% of their annual costs through reduced special 
education costs alone.

3) Early childhood programs can help attract parents to a local area and raise 
local property values. For example, we know from numerous, rigorous studies 
that parents and homebuyers are willing to pay higher prices for homes that are 
assigned to schools with higher elementary test scores. I estimate that for each 
$1 in annual spending on high-quality pre-K, local property values will go up 
by $13. Property value effects would be even greater, up to $80 per $1 invested, 
if parents fully understood how much early childhood education increased their 
child’s future earnings. 

Moving from Analysis to Next Steps
In my book, I examine several strategies that can help garner support for early 
childhood investments. Of these options, I note two that are promising:

• Establish systems that regularly rate the scope, quality, and costs of state 
and local early childhood programs in a comparable way. Promote these 
quality rating systems to potential property owners. Such rating systems and 
promotion efforts would improve family awareness of the importance and 
quality of early childhood programs. As a result, high-quality early childhood 
programs would be more likely to increase property values in the short run.

• Support demonstration projects and experiments that add or link adult 
employment assistance, training programs, and other parental assistance 
programs to early childhood programs. We may fi nd that even more 
comprehensive programs offer higher returns. Examine what works and what 
doesn’t work, and which potential synergies there are in combining such 
efforts.

What Features of Early Childhood Programs 
Create the Strongest Effects?

In order to realize the high returns on investment that early childhood programs 
can provide to state and local economies, the programs must adhere to high quality 
standards and best practices. What do we mean by high quality? In my analysis, 
I estimate how much the program’s return on investment would be affected by a 
number of education standards and best practices. 

Class size. Studies suggest that class size is the key driver of quality, rather than 
the ratio of students to adults.15,16,17 I estimate that lowering a pre-K class size 
from 20 to 15 students would increase state economic development benefi ts by 
83% of the original costs per participant. In other words, the original return on 
investment for pre-K of $2.78 per dollar invested would go up to $3.61 per dollar 
invested. After accounting for class size, lowering the student-to-adult ratio (by 
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adding a classroom aide, for example) does not seem to increase student progress 
in kindergarten classrooms or in child care centers for three- and four-year-olds.

Staff credentials. Specialized staff training and education in early childhood 
development tends to have positive effects on child outcomes.18 However, early 
childhood research shows mixed results for the effects on children of increasing 
the general educational credentials of staff, such as requiring a bachelor’s 
degree.19,20,21,22,23 These effects may depend on several factors, such as the quality 
of the school granting the credentials, the specifi c major studied, and whether 
programs have suffi cient funding to recruit and retain teachers with higher degrees. 
For example, increasing educational credential requirements may help increase 
teacher quality if accompanied by suffi ciently high salaries to compete with public 
school teachers, but such credential requirements may be counterproductive if 
pre-K teacher salaries are so low that teacher turnover is high. 

Teacher-student interactions. In two studies, pre-K classes in which teachers 
interacted with children more frequently to develop conceptual and thinking 
skills, and to provide higher-quality feedback, had modestly greater test score 
gains.24,25 Such test score gains predict modestly greater economic development 
benefi ts. Obtaining improvements in teacher-student interactions might require 
some improvements in training and management quality. My economic estimates 
indicate that such changes could likely be made at a low enough cost that the 
overall benefi ts of the program would increase.

Time intensity of services. Adding a second year of pre-K (e.g., adding age 3 to 
age 4) is likely to translate into signifi cant state economic development benefi ts 
that exceed costs, although the benefi t-cost ratio is not as large as for a single 
year of pre-K.26 In contrast, having children spend more hours per day in pre-K 
increases economic development benefi ts,27 but not enough to offset the increased 
costs. However, moving from a half-day to a full-day pre-K program may increase 
access to the program for some families, by providing full-day child care.

Targeted or universal eligibility. Targeting pre-K programs to those children 
most in need is likely to yield higher state economic benefi ts per dollar spent than 
universal eligibility. However, the evidence suggests that the benefi ts of pre-K are 
almost as strong for children from working- and middle-class families as they are 
for children from low-income families.28 It seems likely that pre-K’s benefi ts for 
the middle class are extensive enough that broadening pre-K services beyond a 
lower-income target group will have net economic development benefi ts. 

Institution of delivery. No strong evidence exists that the quality of pre-K 
education is affected by which institutions deliver it, whether public or private. 
Oklahoma’s near-universal pre-K system is mostly delivered through its public 
schools.29 Georgia’s extensive pre-K system is largely delivered through payments 
to private pre-K providers.30 Both systems have signifi cant evidence of success 
in improving educational outcomes. What is more important than the institutions 
that deliver pre-K is whether the program operates with suffi ciently high quality 
standards for all service providers.  
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Considerations for Wisconsin
Wisconsin currently offers universal access to pre-K for four-year-olds, with 
funding allocated through the public schools. Districts may provide pre-K 
programs through the public school system or contract them out to Head Start 
agencies, private centers, or other community-based programs. These pre-K 
programs serve about two-thirds of the state’s four-year-olds and 14% of three-
year-olds. Wisconsin’s pre-K system meets fi ve out of ten quality benchmarks 
that were assessed in 2010-11 by the national State Preschool Yearbook.31 The 
state’s public pre-K programs appear to have a solid infrastructure and strong 
quality standards. Less standardized information is available about child care and 
home visiting programs in the state, and the levels of access and quality for these 
programs may vary widely. More could be done to develop a coherent system 
of quality standards, training, accountability, and support for these areas.32 (For 
more information on the state of early childhood education in Wisconsin, see the 
National Institute for Early Education Research State Preschool Yearbook at nieer.
org/yearbook, and the Wisconsin Council on Children and Families report at wccf.
org/pdf/ece_planning_system_11-2009.pdf.)

One move toward improving quality in Wisconsin child care programs was the 
establishment of YoungStar in 2010. YoungStar is a statewide quality rating and 
improvement system used to evaluate participating child care providers. The 
system is meant to promote higher quality standards for state-funded, licensed 
child care providers and to provide standardized, quality-based decision criteria to 
help parents choose a program that is best for their children.33 Further expanding, 
refi ning, and utilizing this program to improve child care quality in the state and 
to better inform parents and the public about the quality of programs could be one 
step toward underscoring the short-term benefi ts of investing in early childhood. 
(For more information, see the Wisconsin Policy Research Institute Report at wpri.
org/Reports/Volume25/Vol25No2/Vol25No2.pdf.)

Given that Wisconsin already has universal pre-K for 4-year olds, along with 
efforts to improve ratings of child care quality, what are some options for moving 
forward? As outlined above, we know that more intensive early childhood 
programs can pay off for targeted groups, such as parenting assistance for 
fi rst-time disadvantaged mothers (the Nurse-Family Partnership program), and 
comprehensive child care and preschool programs for low-income families (the 
Abecedarian program). 

But such highly targeted programs run the risk of not providing broad enough 
benefi ts to a wide range of children. This is not simply an issue of political support. 
It is also an issue of advancing state economic development. Advancing state 
economic development requires affecting labor force quality for a suffi ciently large 
share of the state’s labor force, not simply helping the poor.

In keeping with Wisconsin’s tradition of local control, one approach to 
combine targeting with broader assistance is to leave much of this up to local 
decisionmakers; the need for parenting assistance, child care assistance, and 
additional preschool may vary greatly in different areas of the state. If such local 
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programs are subject to regular rigorous evaluation, over time these programs may 
have increasing impact, which will generate both better economic returns and 
stronger public support.

One option for fl exibly funding local early childhood efforts is North Carolina’s 
effective Smart Start program. Under this model, state funds would be provided 
to local early childhood coordinating offi ces, perhaps organized at the county 
or intermediate school district level, that would provide a range of targeted 
services. For example, decisions would be made locally about parenting assistance 
programs, initiatives to improve local child care quality and provide additional 
child care assistance, and expansion of slots or funding for 3-year-old pre-K for 
families whose income or characteristics suggest that such services would be 
particularly helpful. Some local areas might choose to focus funding on low-
income children in programs similar to the Abecedarian program, whereas other 
local areas might choose to devote the funds to more widespread assistance. A 
Wisconsin program of similar per capita scale to North Carolina’s Smart Start 
would provide around $100 million annually in state grants to local early childhood 
offi ces for providing targeted services.

Evaluations of North Carolina’s Smart Start program suggest that it has been 
effective in improving educational outcomes. For example, a Duke University 
study was able to conduct a rigorous evaluation of Smart Start by exploiting the 
fact that the Smart Start program was gradually phased in, with some counties 
having high early funding, and other counties not getting program grants until 
later on.34 This study found that the appropriate number of years later, 3rd grade 
test scores increased in targeted counties, and special education enrollment rates 
declined. The estimated effect of Smart Start was to increase average overall 
3rd grade test scores by the equivalent of what students learn in 2 months. This 
is a remarkable effect on average test scores for all county children when we 
consider that the program typically only provides targeted services to a minority 
of the most at-risk students in each county. The predicted future earnings effects 
of this test score boost are such that each dollar invested in Smart Start would 
be returned manyfold. (For more elaboration on these calculations, see http://
investinginkids.net/2011/03/18/new-evidence-for-large-state-and-local-returns-
from-investments-in-preschool-and-child-care-duke-university-study-of-north-
carolina%E2%80%99s-programs/.)

Conclusion
In sum, investments in high-quality early education programs produce state 
economic development benefi ts equaling two to three times program costs. 
These economic development benefi ts are of similar magnitude to the benefi ts of 
well-designed business incentive programs. Society will repeatedly benefi t from 
adopting innovations that raise net incomes. The dilemma for policymakers is that 
most of the benefi ts of early childhood programs are realized many years after the 
initial investments have been made. Policymakers can help offset up-front costs 
through capitalizing on the short-term benefi ts of early childhood programs from 
reduced special education spending and increased property values. Policymakers 
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could also redistribute existing funding from less cost-effective programs to more 
effective early childhood investments. They should keep in mind that programs 
will only produce high payoffs if they are of high quality, and should work to 
ensure and promote quality in existing early childhood programs.
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Hard Skills
Technical or academically-oriented skills, such as math, literacy,or science skills, 
often confi rmed by standardized tests, assessments, or certifi cations.1

Multiplier Effects
Spending on businesses or programs often leads to an increase in economic 
activity, referred to as a multiplier effect. For example, if investments are made in 
early childhood programs, programs in the area will buy local supplies, teachers 
and other employees of the programs will buy local goods and services, and so 
forth, generating revenue in the local economy.2,3

Paraprofessional
A person who is trained to assist professionals in a certain occupational fi eld, but 
who does not hold professional licensure themselves.

Present Value
Present values represent past or future dollars in terms of present-day dollars, 
adjusting for both price changes over time and for the “discount” that people impose 
on future dollars versus dollars today. Future dollars are discounted because of 
most people’s preference to consume resources now rather than in the future. This 
discounting is separate from adjustments for infl ation, which must also be taken into 
account.4 

Random-Assignment Experiment
A research study that is conducted by splitting participants into two groups: a 
treatment group and a nontreatment group. The participants are split in such a 
way that each one has an equal chance of being assigned to the treatment (or the 
nontreatment) group. The study then measures the differences between the two 
groups after the treatment or program has been administered. This design gives the 
best assurance that differences between the two groups are due to the treatment or 
program, and not due to other factors.5

Return on Investment (ROI)
A measure to evaluate the effi ciency of an investment, typically stated as the 
ratio between the overall benefi ts of the investment versus the overall costs of the 
investment.

Soft Skills
“Nontechnical skills, abilities, and traits required to function in a specifi c 
employment environment: delivering information or services to customers and 
co-workers; working effectively as a member of a team; learning or acquiring 
the skills necessary to perform a task; inspiring the confi dence of supervisors 
and management; and understanding and adapting to the cultural norms of the 
workplace.”6
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Spillover Effects
Spillover effects occur when the costs or benefi ts of an action affect third parties who 
are not directly involved. For example, if an education program increases the skills 
of some workers in a local area, workers that are not involved in the program may 
still be affected, for instance by benefi ting from increased wages in the area. Even if 
workers from the program are highly skilled, the productivity and competitiveness 
of their employer will be reduced if the other workers are not skilled, or if workers at 
the employer’s suppliers are not skilled.7
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