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nvestments in high-quality early childhood programs, particularly those
targeted to children at risk, are not just a
virtuous service, but can yield a large return
for those paying the bill. Study after study
has proved that such programs, coupled
with training for parents, result not only
in economic gains for the children as they
grow up, but sizable savings on taxes. For
example, graduates from these preschool
programs are less likely to need special education, end up being arrested fewer times
and spend less time in prison (which means
fewer crime victims), require fewer social
services, are healthier and wind up paying
more in taxes.
Although this may sound too good to be
true, we’ve seen the evidence in our eight
years following this issue as economists for
the Federal Reserve Bank of Minneapolis.
In particular, we’ve kept our eye on four

dollars. The total benefits reached $300,000,
for a rate of return of about 18 percent.1 A
lengthier and more intense program (ages
3 months through 4 years) was provided by
the Carolina Abecedarian Project in Chapel
Hill, N.C. The total four-year cost per child
was on average almost $43,000, and the total
benefit was $162,000 with a rate of return of
7 percent.2 At the other two early childhood
programs (another preschool program and
one in which nurses visit the homes of
expectant mothers who are at risk), returns
were estimated as high as 20 percent. Well
over half of all these returns accrued to the
nonparticipants, the public.3
The Stumbling Blocks

If the benefits clearly outweigh the costs,
why aren’t more disadvantaged children
enrolled in early childhood programs?
First, as noted by the price tag of the model

One funding suggestion is to shift taxpayer-financed incentives
from other programs, such as the sort of economic development plan that pays a company to move from one part of the
country to another, yielding no net benefit for the nation.
early childhood programs in different parts
of the country for which cost-benefit analyses have been conducted with well-matched
control groups.
Children who attended the Perry Preschool in Ypsilanti, Mich., were tracked
until they turned 40. While 3 and 4 years
of age, they attended the school half-day
and their teachers visited their homes once
a week to reinforce lessons learned in the
classroom. The two-year total cost per child
was on average almost $19,000 in today’s
12 The Regional Economist | July 2010

programs discussed above, quality does
not come cheap. Successful programs
require well-trained staff and low ratios of
children to teachers. One funding suggestion is to shift taxpayer-financed incentives
from other programs, such as the sort of
economic development plan that pays a
company to move from one part of the
country to another, yielding no net benefit
for the nation.4 Others have suggested that
when extra school funds are found, they
be invested in early childhood education

instead of at higher grades, when children
are less receptive to the additional help.
Another hurdle to providing such programs for at-risk children is the difficulty in
reaching low-income families; they are often
on the move in their search for housing
and jobs. Among the other obstacles is the
dearth of high-quality programs in lowincome neighborhoods.
To help overcome these difficulties, we
have proposed a “tuition plus” scholarship program for all at-risk children.5 A
scholarship would cover tuition for the child
to a qualified early childhood development
program, starting at age 3 and lasting up to
two years. The “plus” would be a parentmentoring program, starting even before the
child is born. The scholarships and parent
mentoring would be funded with a permanent endowment led by state governments.
In January 2008, a pilot project based on
this model was begun in St. Paul with about
$6 million raised by the Minnesota Early
Learning Foundation. The foundation was
established with the help of business leaders
in 2005; its mission is to sponsor demonstration projects that explore how Minnesota
can cost-effectively invest in early childhood
development with an emphasis on marketoriented solutions.6
The St. Paul Early Childhood Scholarship
Program has served about 650 children and
their families with parent mentoring and/
or scholarships in two neighborhoods in
St. Paul. In December 2009, the two-year
point of the pilot, the program evaluator
noted that the scholarships were reaching
especially poor children: 71 percent of the
families had household income below the
poverty level, which is about $22,000 for
a family of four. Prior to the availability
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