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Early Care and Education:

The Economic Case

Early Care and Education: The Economic Case is the first in a four part series on early care and
education (ECE) for children birth to age five. Future briefs will address the importance of quality ECE
to child brain development; access to quality care for diverse parent and child needs; and affordability of
quality care across the income distribution.

Partnerships for Early Learners, a program of Early Learning Indiana, funded the research and organizing
work of the regional coalition to support quality early care and education. Indiana is behind in responding to
decades of research on the importance of ECE to quality of life, economic prosperity, and the overall health
and education of our population.

In 2015, Metro United Way and the Community Foundation of Southern Indiana partnered to convene area
leaders to discuss the need to do more to improve cradle to career quality of life in southern Indiana. A series
of discussions led to the establishment of a five-county partnership that includes the Southern Indiana
Louisville Metro Counties (SILM): Clark, Floyd, Harrison, Scott, & Washington. The group established teams
to begin strategizing regional approaches to address leverage point issues in our communities. The Early
Care and Education (ECE) team hit the ground running and secured a grant to help further the coalition
efforts. As part of the statewide #IN4Early campaign, this regional coalition is #SolN4Early The larger five
county quality of life effort now operates as Align Southern Indiana.
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I nvestments in high quality early care and
education (ECE) provide immediate
benefits to local business and the region’s
economy.! Early Care and Education enjoy
healthy economic development multipliers in both
employment and earnings.2 ECE has higher than
average output multipliers and lower, but still
meaningful, employment multipliers (Figure 1 for
an explanation of these measures of economic
impact).3 Society’s investments in early childhood
education and care “can be an essential component
in economic development.” According to
Regiontrack, in the state of Indiana (2012), birth to
five care and education impact estimates are as
follows:

*  Direct Output = $625.1 million

Total Output = $1.18 billion
* Direct Earnings = $311.7 million

Total Earnings Impact = $540.7 million
*  Direct Employment = 26,249

Total Employment Impact = 36,180

Child care directly impacts earnings for three
groups of workers and their increased earnings
have additional induced effects on both the local
and national economy.

For every public dollar invested in quality early
care and education tax payers enjoy a return
between $2 and $10 in combined public savings
and revenue.5 These public finance benefits are the
result of increases in current and future tax
revenue due to higher household earnings and
savings resulting from reduced expenditures on

special education, healthcare, welfare, social
services, and crime.é

Decades of research support increases in both
public and private investment to maximize
enrollment of children in high quality early care
and education.
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P arenting workers’ access to quality,
affordable early care and education
provides immediate benefits to employers.
Quality care provides a safe, nurturing
environment, proper adult/child ratios, and
planned activities that support learning. Paths to
QUALITY™ is Indiana’s statewide rating system.
Programs rated Level 3 or 4 are considered high
quality. When parents and children have access to
consistent and affordable quality care, employers
enjoy the following benefits:

* Increased labor force participation of parents
of children under age five.6

* Improved reliability of workers who parent
young children.”

*  Lower employee turnover.8
* Increased productivity of parents and
organizations.9

Affordable access to high quality reliable child care
is a win for business.
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U.S. labor force participation peaked at 67.3% in
2000 and has fallen to its lowest rate since the
1970’s at 62.7% in May 2017.1° The number is
likely to continue its descent as baby boomers age
out of the workforce and mechanization continues.
Labor force participation in Southern Indiana
Louisville Metro (SILM) is high, but could
improve. In particular, the region has a significant
share of workers employed part-time who would
prefer full-time work.!* Child care is often a barrier
to such a move.12
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