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Executive Summary 

The Opportunity 

The evidence is clear: high-quality preschool delivers extraordinary benefits.  When children attend 
high-quality preschool before they enter kindergarten, measurable results ensue for these children 
and for American society as a whole.  Children who attend such programs do better in school and 
throughout their lives.  They are more likely to graduate from high school; they will earn more 
money. 1  They are less likely to commit crimes or become pregnant as teenagers.2 
 
Studies show that high-quality preschool generates economic returns of 10-16% per year – about 
double what the stock market delivers.3  The greater the number of children in high-quality 
preschool, the greater the overall benefit.4  Indeed, even in terms of the fiscal budget, high quality 
preschool pays for itself: through higher tax revenues, lower welfare costs, and reduced outlays for 
prisons and criminal justice.5   
 
The Challenge 

If America were a business, high-quality preschool would be a high-priority investment.  If America 
were a family, it would give all of its children the best possible start in life.  So why isn’t quality 
preschool available to all 3 and 4-year old child in America? 
 
The problem is politics.  Politics favors short-term pressures over long-term investments, even very 
good ones.   Most voters do not have children under the age of 5, and the consequences of inadequate 
preschool do not present themselves in the form of front-page news items that galvanize public 
demands for change.  While many state leaders have invested in preschool,6 the current patchwork of 
programs still leaves too many young children without access to quality education or out of preschool 
entirely.  National leaders with vision and commitment must now step up to the plate to offer a 
preschool strategy and build support for action.   
 
The Solution: A Straightforward Action Plan 

Hope Street Group recommends a preschool action plan that is based on solid research and lessons 
learned from the experiences of existing private, public, and non-profit preschool programs.  The 
plan calls on the federal government to invest funds and establish standards, and on the states to 
operate and implement programs based on individual state needs. 
 
• Recommendation #1: Establish a $24 billion fund to expand access to quality 

preschool.  The federal government will invest matching funds to support states that make it 
easy for parents to send their children to high-quality, voluntary preschool programs.  

 
• Recommendation #2:  Define quality and emphasize outcomes.  Funding will be 

awarded to states that meet quality standards that have been proven to optimize results. 
 

• Recommendation #3:  Maximize choice and flexibility.  Once they have adopted basic 
federal quality standards, states will be free to customize and innovate in areas such as curricula, 
program location, incentives, vouchers, school hours, and outreach.  Both private and publicly 
run preschools will be eligible for funding. 

 

Policy Design 
 
Recommendation #1: Establish a federal fund of $24 billion to expand 
preschool access to 87% of 3 and 4-year olds.   
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• The federal fund will enable states to 1) expand the percentage of 3 and 4-year olds able to 
attend high-quality preschool and 2) enable existing programs to meet quality standards.  In 
order to qualify for these funds, states must provide at least 20% of the total budgets 
themselves, while also meeting the various requirements of the program as set forth in 
Recommendations # 2 and #3 below. 

• The funding will cover operating and monitoring costs, including: 

 Teacher training, compensation, and support; 

 Materials, meals, insurance, utilities, and other operational expenses; 

 Assessments of each child’s developmental progress and needs; and 

 Studies to determine best practices and results. 

The investment will not include the following, which state governments, local governments, 
and/or nonprofits would need to fund separately (perhaps with long-term bonds to exploit 
the economic returns available from a preschool investment): 

 
 Facilities construction and refurbishment; 

 Capacity-building to develop a pool of qualified early childhood educators; or 

 Aggressive marketing programs targeted toward hard-to-reach children and parents. 

• The program will be rolled out incrementally over a period of 5 years to enable states to 
develop an effective plan for quality improvement and workforce development.  This rollout 
should be selective and competitive to emphasize excellence. 

 
Recommendation #2: Define Quality and Emphasize Outcomes 

Outcomes.  The single most important design element of a federal investment in preschool is a 
commitment to results.  States will be required to demonstrate a strong return on this investment.  
Eligibility for federal funds will be contingent upon state-level implementation of mechanisms to 
monitor and ensure results in two areas:  

• Kindergarten readiness of all students in the state.7   Students entering kindergarten 
in each participating state will be measured for their kindergarten readiness.  While each 
preschool will be encouraged to improve performance by addressing its own specific 
challenges, state accountability metrics will be based on statewide participation and 
performance.  This broader metric will give states an incentive to reach out to those children 
in greatest need of kindergarten readiness support.   

• Long-term success for children who participate in the program.  Participating 
states will be required to track compliance with quality standards and participate in 
longitudinal studies to track the long-term social and economic benefits of various preschool 
programs. 

 
Quality.  Numerous research studies have demonstrated the link between the quality of preschool 
programs and the magnitude of outcomes achieved.8  Consistent predictors of success are small class 
sizes; low child-staff ratios; effective teachers and other professionals; and as much parental 
involvement as possible.9  In order to qualify for federal funds, states must include key aspects of 
quality in their preschool programs: 

• Small class sizes and low student-teacher ratios.  Small classes, with enough staff to 
meet the needs of every child, deliver results superior to results in classrooms with more 
students or fewer teachers.10  Young children learn best through frequent, individualized 
interaction with engaged, experienced teachers.  Classes should be led by a head teacher, 
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should be no larger than 20 students (4-year olds) or 16 students (3-year olds), and should 
have at least one teacher for every ten 4-year olds and eight 3-year olds.11 

• Sufficient frequency.  Programs meeting at least 5 days a week for two and a half hours 
per day would be eligible for funding, although states should consider encouraging full-day 
programs, particularly for disadvantaged children.12  

• Effective teachers.  Evidence demonstrates that it matters who teaches, what they teach, 
and how they teach.13  An effective preschool staff will include a significant number of 
teachers with college degrees, teachers and assistants with specialized early childhood 
training, and meaningful professional development opportunities.  Additionally, teachers 
must be required to demonstrate the ability to engage young children in age-appropriate 
activities that deliver on all aspects of kindergarten readiness – such as social skills, self-
regulatory behavior, and foundational math and language skills.14  Finally, preschool teacher 
salaries should be increased to a level commensurate with local salaries for elementary 
school teachers. 

• Adequate professional support.  In order for students to reach kindergarten eager to 
learn, teachers need training and coaching;15 schools need to offer appropriate 
developmental monitoring and assessment; and children requiring extra support must have 
access to healthcare and behavioral specialists.16  To qualify for federal matching funds, 
states will be given the flexibility to propose strategies for meeting these various needs, 
provided that they have systems in place to ensure results. 

• Parental engagement.  Children’s preschool experiences are enhanced significantly by 
parents familiar with and supportive of the lessons taught in preschool.17  The best 
preschools bend over backwards to get parents involved. 

 
Recommendation #3: Maximize flexibility and choice. 

State Flexibility.  The parameters for federal funding recommended by Hope Street Group – 
expanding access, guaranteeing certain quality inputs, and monitoring results – have a proven track 
record for promoting positive outcomes.  Beyond these fundamentals, decisions about key issues 
including curricula, regulations, pedagogy, vouchers, location of service, and tuition support will be 
left to the judgment of each state. 
 
Parental Choice.  While all children should have the opportunity to attend high-quality 
preschools, participation will not be compulsory.  Parents will be the arbiters of the type of preschool 
program – or indeed whether any preschool program – is best for their child. 
 
One objective of combining federal funding with quality standards is that parents will have access to 
a greater selection of preschool options for their children.  Parental choice will also be enhanced in 
states that build convenience for parents into their planning.  For example, in urban areas co-
location of preschools with existing daycare centers eliminates one logistical barrier facing working 
parents.  In rural areas, transportation should be offered to ensure that all 3 and 4-year olds have 
access to a high-quality preschool program. 
 

Economic Analysis 

Review of the evidence.  The results attributable to quality preschool access are based 
upon decades of careful research.  
 
The longest-running research studies are the Perry Preschool Program Study, which was initiated in 
1962 among 123 children in Ypsilanti, Michigan; and the Child-Parent-Center (CPC) Program Study, 
launched in 1986 among 1,539 children in high-poverty sections of Chicago.   
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Both programs provided half-day, school-year programs to 3 and 4-year olds from neighborhoods or 
home environments that indicated that the children were at risk for future school and life problems.  
Both programs featured qualified instructors, low child-to-teacher ratios, and an emphasis on 
parental involvement.  Both studies track the lifetime benefits of the preschool programs and 
compare them to outcomes for children from the same neighborhoods who did not participate in the 
program.   
 
The results, summarized in the table below, provide compelling evidence that participation in a high 
quality preschool program produces life-long benefits and generates enormous returns.18  
 
 

Demonstrated results from high-quality preschool 
 

  
Education 

CPC Centers Perry 
Preschool 

Special Education Placement -41% -26% 
Grade Retention -40% -13% 
High School Completion +20% +44% 
Crime   
Arrest by Age 19 -32% -39% 
Income and Tax Revenue   
Increased Lifetime Earnings $20,517 $50,448 
Increased Tax Revenue $ 7,243 $14,078 
Social Services   
Reliance on Welfare Not 

measured 
-17% 

Incidence of Child Abuse or 
Neglect 

-51% Not measured 

Other   
Smoking Not 

measured 
-24% 

Child Care Savings $1,657 $906  

 
Source: Pre-K Now, Dollars and Sense, A Review of Economic Analyses of Pre-K, 2007. 

 
Considerable later research bolsters the results obtained by these two prominent programs.19  
Indeed, studies of recent state-initiated programs indicate that when preschools incorporate the 
quality measures that worked in the Perry Preschool and CPC Programs, comparable results 
continue to be possible today.  One example is Oklahoma, which since 1998 has provided high-
quality preschool to all 4-year olds whose parents wish them to attend.  A study by a Georgetown 
University research team found that children in Tulsa who completed the preschool program gain 7 
to 8 months (above and beyond gains expected from maturation) in letter-word identification skills; 
6 to 7 months in spelling; and 4 months in applied math problems.  These gains reflect the combined 
results of children representing Tulsa’s diverse ethnic and socio-economic landscape.20  
 

Policy scope:  3 million new children enrolled in high-quality preschool programs, 
plus improved quality and access for 2.8 million children currently enrolled in daycare 
or preschool.  According to the 2000 census, there are 7.7 million 3 and 4-year olds in the United 
States.  Roughly 58% (4.5 million) of them participate in some type of center-based preschool or 
daycare program.21  This includes 800,000 that are enrolled in Head Start.  Hope Street Group 
estimates that 25% of the other 3.7 million children attending center-based programs are in 
programs that could be considered both high-quality and educational.  That leaves 2.8 million (non-
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Head Start) 3 and 4-year olds in programs that are below the standards needed to optimize school 
readiness and generate social and economic benefits, in addition to the  3.2 million 3 and 4-year olds 
that are not attending any type of center-based program at all.22 

 

Policy cost:  $24 billion in new annual federal spending, plus $5 billion in annual state 
spending.  The investment of $29 billion would be allocated as follows: $22.2 billion to enroll   3 
million new children in high-quality preschools at a cost of $7,400 per child; $4.5 billion to achieve 
quality standards for 2 million children enrolled in existing preschool and childcare centers; $0.9 
billion to enable existing Head Start programs to upgrade quality where needed; and a $1.4 billion 
pool available for outreach and infrastructure grants to states reaching a minimum of 40% 
enrollment in high-quality preschool. 

 
Summary of economic returns:  10-16% annual rate of return and Substantial GDP 
Growth. 

Empirical studies consistently demonstrate the measurable economic benefits of high-quality early 
childhood education, from lower welfare and criminal justice costs to higher salaries and a more 
competitive workforce.  Longitudinal studies of high-quality preschool programs for disadvantaged 
children indicate that the returns are as high as 16% per year, far outpacing stock market and other 
attractive investment returns.  Even for universal preschool programs, projected returns on an 
investment are a substantial 10%, indicating that the greater the number of children in high-quality 
preschool, the greater the total financial benefit.23  

Numerous projections about the long-term impact of broadly accessible high-quality preschool on 
the overall US economy have been published by highly respected individuals and organizations.24  
One estimate suggests that a national high-quality preschool program could generate annual GDP 
gains of $2 trillion.25 

 

Political Discussion 

Quality preschool is supported by individuals and groups whose interests span the political 
spectrum.  An investment in high-quality preschool is consistent with the enduring American 
principle that equal opportunity and individual initiative are effective contributors to a thriving 
economy and healthy democracy.   
 
Voters seem to be on board.  Half of voters have said they would be more likely to support a political 
candidate who supports preschool education; two-thirds of voters say government should fund 
universal, voluntary preschool; and three-fourths of people surveyed support federal funding to 
increase universal, accessible preschool programs.26  A national poll conducted from 2004-2007 by 
Peter D. Hart shows strong bipartisan support for preschool programs among a diverse audience.27 
 
This voter support has made it possible for progress to be made at the state level.  In the last year 
alone, 31 states representing 15 Democratic legislatures, 10 Republican legislatures and 6 split-party 
legislatures have increased their funding for preschool programs.28 
 
Yet, high-quality preschool is still a reality for only a small percentage of our children.  The lack of 
national investment in high-quality preschool represents a missed opportunity for all Americans.  
Momentum is needed to drive the broad-based support for high-quality preschool toward the tipping 
point at which it will be transformed into meaningful action. 
  
HSG believes that the business community is best positioned to be the catalyst for this change.  
Business owners and leaders are invariably impressed when they become aware of the impact that an 
investment in preschool can have on the health of the US economy and on US workforce 
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competitiveness.  Many business leaders have taken their support a step further by proactively 
urging government decision makers and political candidates to make high-quality preschool a 
priority.  Businesspeople become powerful change agents when they use their influence and 
networks to build support for high-quality preschool. 
 
Hope Street Group’s recommended preschool action plan includes elements that appeal to a wide 
variety of constituents, including business people, politicians, and those who might at first glance be 
opposed to government-funded preschool.  For example: 

• This proposal will demonstrate results in areas of interest to the American mainstream, such 
as welfare, crime, and the long-term competitiveness of our economy;29 

• Prominent business leaders of both parties are backing these ideas;30 

• Prominent state and local leaders of both parties, plus religious leaders, have backed 
preschool expenditures in various states – including states representing all regions and 
political persuasions;31 and 

• Our proposal explicitly allows states to use federal funds to support alternative preschool 
governance schemes such as private, non-profit, and charter preschools.  School vouchers 
could also be part of the mix.  These proposals should enlist the support of many 
conservative education thinkers who do not otherwise support general increases in new 
spending.  

 

Rebuttals 

“$22 billion is a huge new program.  Isn’t it time we brought our budget into balance?” 

Response:  High-quality preschool is an investment with a track record for generating 
significant financial returns.  At 10-16%, investment returns on preschool investments 
outperform the S&P 500 and represent a smart use of taxpayer dollars.  While an effective 
preschool policy will require an initial outlay equal to approximately 1% of current federal 
spending, the resulting budgetary gains offer a compelling reason to make that investment as 
soon as possible. 

 
“Doesn’t Head Start already cover children in need?” 

Response:  Head Start is very effective, but it is only offered to children from the lowest income 
families; even among eligible households the shortage of available enrollment slots is so severe 
that only half of children eligible for Head Start are actually able to gain admission.  
Furthermore, when it comes to preschool, the definition of ‘children in need’ must be expanded 
to include children from middle and lower-middle income households.  These children are least 
likely to attend a high-quality preschool because they are not eligible for aid and cannot afford 
any of the options currently available to them. 
 
The federal matching funds program proposed by Hope Street Group will encourage the 
establishment of a variety of preschools that can meet the needs of all children currently unable 
to access or afford high-quality preschool.  Head Start will certainly be one of the building blocks 
of this strategy because its programs can quickly be upgraded to meet enhanced federal quality 
standards. 

 
“Aren’t plenty of kids already in preschool?” 

Response:  No – even though census responses indicate that half of preschool-aged children are 
enrolled in some type of center-based program, this data is self-reported and does not 
differentiate between high-quality preschools and those daycare options that are less 
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developmentally effective.  Most children in center-based programs are not receiving the level of 
quality that will adequately prepare them for school.  Without government support, high-quality 
preschool is unaffordable for most families.  

“Won’t some of this money subsidize rich parents who could already afford 
preschool?”   

Response:  The program awards funding to states based on their ability to achieve higher 
overall kindergarten readiness benchmarks, thereby rewarding states that make high-quality 
preschool available to a larger number of children than are currently enrolled in programs.  In 
most states, high-quality preschool is largely unavailable to middle income children; it is only the 
small percentage of children in families that can afford private preschool tuition who are able to 
attend high-quality programs.  Hope Street Group’s proposal encourages states to: expand access 
to existing private and public programs that meet quality standards, help existing programs 
upgrade their quality, and encourage the development of new, high-quality preschools in low and 
middle-income neighborhoods.  
 

“Don’t the benefits of preschool fade over time?” 

Response:  The impression that the benefit of preschool fades over time probably stems from 
the results of some recent research conducted to evaluate the long-term impact of Head Start 
programs.  This study indicated that while the social advantages attained by children in Head 
Start programs were long-lasting, the academic gains attributable to Head Start did not continue 
after two to three years of elementary school.32  More recent and ongoing research studies 
confirm the significant gains in social and cognitive development enjoyed by children in Head 
Start programs.33 While it is not clear why some of the cognitive gains did not last over time, it is 
clear that preschools that meet the quality standards recommended by Hope Street Group 
generate overwhelmingly positive results.  Children in Head Start programs are likely to benefit 
when Head Start programs adopt these standards.   
 

“Just because preschool worked in some studies doesn’t mean it will work 
everywhere.” 

Response:  Young children learn best when they are treated as individuals by engaged, 
experienced teachers.  Each child is unique and therefore every preschool classroom is unique.  
The most effective preschools will apply proven best practices on an individualized basis.  The 
objective of Hope Street Group’s proposal is to provide a package of funding, guidelines, and 
incentives that will encourage this to happen for as many children as possible.  
 
States like Oklahoma and Georgia, which are currently expanding access to high-quality 
preschool, are achieving statistically significant benefits in a broad range of school-readiness 
metrics. 
 

“The last thing this country needs is another bureaucracy.” 

Response:  The federal funding proposed by Hope Street Group will not be implemented in a 
top-down manner, but will operate as a catalyst for quality and access at the local level.  The role 
of the federal government is to monitor only those elements of preschool policy that have been 
proven successful and to reward states that integrate knowledge of their own demographic 
realities into outcome-based preschool programs.  Hope Street Group agrees that a ‘one-size-fits-
all’ universal system is not the answer. 

 
“Shouldn’t we be investing in areas with more immediate return?” 

Response:  Previous preschool models have demonstrated vast amounts of impact on children 
later in life; therefore it is true that from an economic perspective, the returns from a preschool 
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investment are longer term.  Still, the effects will also be immediate as children are better 
prepared for school and to advance academically throughout their K-12 school years.  
Additionally, the effects of women returning to work and realized household savings on child 
care costs will present an immediate impact on local economies.   

 
“The data are inconsistent – isn’t preschool sometimes bad for kids?”   

Response:  Actually, the data consistently demonstrate that high-quality preschool generates 
positive results by better preparing children for school and for a productive future.  Perhaps this 
question stems from news of a recent study of children enrolled in child care centers.  The study 
found that keeping a preschooler in a day care center for a year or more slightly increased the 
likelihood that when the child entered school he/she would be disruptive in class.34  Hope Street 
Group’s proposal addresses this issue head-on by linking federal funding to the quality 
components that differentiate high-quality preschools from those day care centers that are lower 
quality.  

 

About Hope Street Group Policy Papers 

Hope Street Group is a new generation of leaders dedicated to building an Opportunity Economy.  
We build diverse coalitions from our network of business, civil society and political leaders to drive 
innovative policies that make social and economic mobility possible for all Americans.  Hope Street 
Group Policy Papers are written by volunteers supported by Hope Street Group staff.  Papers 
typically synthesize positions from think tanks of the left and right, and are intended to be user-
friendly tools for busy decision-makers to more easily promote opportunity and prosperity.  To learn 
more, visit www.hopestreetgroup.org.  
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