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Investing now in kids and families will strengthen Montana’s children and families, our
communities, and the state’s economy. Quality, public pre-K helps parents work, reduces
education costs, increases future earnings of participants, and reduces the state’s spending on
corrections.

Montana is currently one of only eight states not investing in its youngest learners. A high quality,
public pre-K program will make us more competitive among neighboring states, benefit taxpayers,
and enhance economic vitality.

Pre-K generates a high return on investment

Every dollar invested in quality early
childhood education produces a Investing in Pre-K: Economic Returns for the State
return of seven dollars down the
road.! Benefits include greater
academic achievement, higher
graduation rates, reduced crime,

With an investment in quality pre-K programs,
Montana would experience $62 million to $113 million
in economic returns. Investing in pre-K will:

and increased earnings over a v" Prepare children to succeed in kindergarten
lifetime. The 7-to-1 benefit-cost ratio v Support families and parents’ ability to stay in the
comes from a long-term study of workforce
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Child-Parent Centers (CPC), a high- v' Increase earnings of participants

quality preschool program that v

. i . Reduce criminal justice system costs
served low-income children in

Chicago’s public schools. Follow-up
research in the same program demonstrates even higher estimated return on investment of $11
for every dollar invested. The HighScope Perry Preschool Program is another study of children
who attended a high quality preschool program and those who did not. This program found a
benefit-cost ratio of $16 for every dollar spent.2

States with broad-based public pre-K programs enjoy similar savings. Oklahoma started investing
in universal pre-K in 1998. The return on investment for Oklahoma’s program for earnings
increases alone is three to four dollars to one dollar spent.3 These findings demonstrate that high
returns on investment are not limited to small, specialized programs, but are replicable by states
that choose to invest in high-quality pre-K programs. There is no reason to expect Montana would
not see similar results.

Although the returns on investment are generally greater for programs that target low-income
children, pre-K substantially benefits all children and their families.* The total return to the
economy is greater for programs that serve all kids regardless of family income, despite a lower
benefit-cost ratio, because the total number of children benefitting is higher.>
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Pre-K prepares children to learn and has immediate economic benefits

Preparing children for kindergarten results in immediate education savings
When children are better prepared to thrive in school, not only do they benefit, but their peers,
teachers, and schools benefit as well.

Children V\_/ho attend qual.ity pre-K programs What Is Quality Pre-K?
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Safe, healthy environments and regular site
visits

Source: National Institute for Early Education Research

Researchers believe the greatest individual

advantage of pre-K to children is the development of “soft skills,” or interpersonal skills, such as
the ability to pay attention and focus, curiosity and openness to new experiences, and emotional
control.10 These skills advantage children throughout their lifetime, enabling success at home, in
school, and in the work force. Early interpersonal skills also result in less disruption in the
classroom and greater overall productivity of the school.11

Improved cognitive skills translate to greater academic achievement and reduced
educational costs later on. Studies show pre-K results in up to a 48 percent reduction in the
need for special education, and children are up to 23 percent less likely to repeat grades, saving
needed school resources.!? The HighScope Perry Preschool Project study compared children who
attended a preschool program with children of similar socioeconomic backgrounds who did not
and found significantly less need for special education: 34 percent of children in the control group
needed special education services, compared to only 15 percent of those who attended the
preschool.13

State-supported pre-K programs find similar immediate benefits in better preparing children to
succeed in school. For example, children who participated in Tennessee’s public pre-K program
were half as likely to be held back in kindergarten.1#

The benefits of pre-K exceed individual success for participating children and their families. For
example, teacher turnover is reduced when children are better prepared for kindergarten and
school.15 Schools do not need to spend as much on programs focused on improving student
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achievement, as pre-K students have already gained social and academic skills necessary to
succeed.1®

Strengthening families, strengthening the workforce

An investment in early childhood pays off quickly. Pre-K can help strengthen Montana’s economy
right away in two ways: strengthening working families and creating good-paying jobs in the
childcare and early education industry.

For many Montana families, the high cost of child care can make it difficult for parents to continue
working. The average cost for a four-year-old to attend child care in Montana is $7,518 per year,
roughly 13% of the average Montana family’s yearly income.1” For a single mother making on
average $26,000 a year, the cost of child care represents a staggering 28 percent of her income.
Because of the high costs of childcare, many parents who would otherwise work leave their
jobs, in some cases, increasing their need to rely on public assistance.!8

State investments in pre-K can help offset some of the costs of child care for working families,
making work more feasible. Enabling families to work expands Montana'’s labor force and helps
generate economic growth in the state. As more parents are able to work, tax revenues also
increase, helping offset some of the costs of a pre-K program.1° Businesses also benefit, as
working parents with quality, dependable child care are more productive and miss work
less frequently. 20

Investing in the early childhood education means more jobs, strengthening Montana’s economy.
Early childhood care and education is an important industry in Montana, with annual gross
receipts of over $140 million and employing more than 6,600 child care workers and
preschool teachers.?! By comparison, early childhood care and education generates economic
value at the same level as the state’s dairy product industry.22

Money invested in early childhood education programs tends to stay in local communities, as
employees typically do not save large portions of their earnings, but instead purchase locally.23
Montana’s early childhood care and education industry helps support an additional $126.2 million
in other industries in the state, and indirectly supports an additional 3,500 jobs through the
purchase of local goods and services.24

Investing in early childhood has lifelong benefits

Pre-K derives long-term benefits for children, families and communities. Most of the economic
benefits and cost-savings from pre-K result from increased future earnings of participants and
reduced societal costs, like those associated with criminal justice (See Figure 1).25

Education and future earnings

Children who attend pre-K are more likely to graduate high school and attend college.2¢ Pre-K
enables children to gain both the academic and social skills they need to do well in high school and
to thrive in the workforce, helping them for the rest of their lives.
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Increased educational
attainment increases
wages and lifelong
earnings. In Montana, the
median annual earnings
for those who earn less H Participant ™ Society Government / Taxpayer
than a high school
diploma are $17,762,
compared to $24,585 for
a high school graduate. $2.51
Those who graduate
from college with a $2.91
bachelor’s degree earn
even more - $36,370.27

Fig. 1: Where do the savings come from?
Return on investment by category for two preschool
program studies (in dollars)

Additionally,
unemployment in
Montana is higher for

those without a high
school diploma (12.2 Chicago Parent-Child Centers Perry Preschool

percent) compared to | $7.10 Total | $8.74 Total
those with a high school
degree (6.8 percent), and significantly lower for

those who graduate from college (3.3 percent).?8 Every dollar invested in pre-K generated $3.39
in increased participant earnings and additional tax revenues, according to a study of the Chicago
Child-Parent Center Preschool.2° This increase in earnings and tax revenue accounts for nearly
one-third of the total societal benefits of the program.

In addition to an individual’s increased earnings, raising Montana’s graduation rate benefits the
state as a whole. Increased tax revenues from the higher earnings of high school graduates would
provide the state with greater resources to meet growing needs for roads, police and firefighters,
K-12 schools, and clean water. These tax revenues would help offset the costs of a pre-K program
in the future.

Cost of crime

Raising the graduation rate means fewer people in the criminal justice system. The largest area of
cost savings for the state and general public from investing in pre-K is through reduced
government spending on criminal justice. Roughly 80 percent of male inmates and 75 percent of
female inmates at the Montana State Prison are high school dropouts.30 In addition to the obvious
benefits to kids and families, reducing the size of our criminal population has substantial economic
benefits.
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Children who attend high quality pre-K are less likely to be arrested, compared to those who did
not attend pre-K.3! In the Perry preschool study, those who did not attend pre-K had twice as
many arrests by age 27 as those who attended the preschool.32

This reduction in the number of arrests translates to savings for the state and local communities.
As found in the multi-decade review of the Perry Pre-School program, investments in pre-K
produced $8.74 in savings for every $1.00 spent, with approximately two-thirds of these benefits
coming from savings from reduced incarceration expenses and costs to victims of crime.33 The CPC
program in Chicago yielded similar results; nearly half of the return on investment from the
program was realized through crime-related savings. At a cost of $8,512 per child, the CPC
program produced a return on investment of $92,220. Of this, $42,462 originates from crime-
related savings.3*

Montana spends $185 million per year on corrections. If Montana reduced the number of its
citizens jailed for felonies by 10 percent, the state would save $18.5 million each year.3>
Because of substantial possible savings, law enforcement leaders across Montana have enrolled in
“Fight Crime: Invest in Kids,” a collaborative of public safety officers supporting public investment
in pre-K.36

Additional cost savings
The benefits of pre-K translate into a better quality of life for children and cost-savings in a wide
range of other areas significant for the well-being of people and society as a whole:

* Better health of children, due to improved access to health screenings, immunization
information, and nutrition;3”

* Lower rates of teen pregnancy;38

* Higher contributions to Social Security;3°

* Reduced dependency on public assistance; and*0

* Less child abuse and maltreatment.*!

The demand for quality Pre-K in Montana is great

Thousands of Montana children would benefit from state-funded pre-K. The demand for early,
public pre-school outpaces available slots as virtually all Head Start programs in the state face
significant wait lists. Approximately 12,553 four-year-olds resided in the state in 2013.42 In
Montana, approximately 52 percent of children between ages three and five are from families with
incomes no more than twice the federal poverty line (ie., a family of four with income of 47,700).43
In 2012-2013, there were approximately 2,720 four-year-olds enrolled in Head Start and Tribal
Head Start in Montana.#* Although roughly one thousand Montana families received support to
pay for privately-run child care, families can only access subsidies when they fall below 150
percent of the federal poverty line (ie., a family of four with income of 35,775).4>

Page |5
www.MontanaBudget.org



Pre-K produces substantial return on investment for Montana’s economy

Investing in public pre-K will produce a sizeable jolt to the state’s economy. A full access pre-K
program in Montana could produce economic returns of more than $113 million (per
cohort) over the long-term, while a program targeting low-income children would cost less
initially but return $62 million (per cohort).*¢ The National Institute for Early Education
Research estimates that a quality pre-K program in Montana would require an investment of
approximately $3,617 per child - the lowest estimate in the country.*” Table 1 provides the overall
economic returns from pre-K programs, at various enrollment and funding levels.#8 Oklahoma
provides all children in the state with the opportunity to participate in pre-K, and about 74
percent of four-year-olds are enrolled.*? Assuming a similar enrollment rate for Montana, the state
would need to invest approximately $26.4 million per year.>° While a benefit-cost ratio of seven to
one established in studies of the Chicago Child-Parent Centers is related to single, small-scale pre-
K programs, similar results have been found for Oklahoma’s universal pre-K program.>! Applying
this benefit-cost ratio, Montana would experience a return on investment of over $113 million.52 If
Montana invests in a pre-K program to target low-income children with an enrollment rate of 25
percent, the state will see a return on investment of $62 million.53

Table 1: Montana will see a significant return from investing in pre-K
Overall return (to individual participant, the state and society) at various investment levels

Universal Universal Targeted
Pre-K Pre-K Pre-K

75 percent 50 percent 25 percent

enrollment enrollment enrollment
Number of children 7,375 4,917 2,458
participating
Annual cost of program $26.7 million $17.8 million $8.9 million
Return on investment $113 million $75.3 million $62.2 million

Source: Author’s calculations based on NIEER

Conclusion

Investing in early childhood is important for Montana, not only because it would improve the lives
of children and help working families, but because of the significant return on investment for the
wider public. Montana'’s children are a smart investment. State funded pre-K not only strengthens
families, but strengthens our economy as well.
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