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People drive community success

Wise investment in people can drive
community success



Outline

. Income-based gaps in skill open up early in
life but are not inevitable

. We ask the most when families have the least

. Impact of early childhood care investments
can be high



Income-based gaps open early & stabilize

Figure 4-7
Achievement Gap is Largely Set by Age 5
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Note: 1Q) scores are available through age 8. After age 8 math test scores are shown. A thres
year moving average is used for math scores.
Source: 115, Collaborative Perinatal Project from Fryer and Levitt (20123} (through age 8);

NLSYT9 Child and Young Adult Supplement from Cunha et al. (20086) (after age B);
CEA calculations.

Council of Economic Advisers (2016) Economic Report of the President: Chapter 4



Income-based gaps open early (1)

Total Gray Matter
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Hanson JL, Hair N, Shen DG, Shi F, et al. (2013) Family Poverty Affects the Rate of Human Infant Brain Growth. PLoS ONE 8(12): e80954.
doi:10.1371/journal.pone.0080954

http://www.plosone.org/article/info:doi/10.1371/journal.pone.0080954 @ PLOS ‘ ONE




Early-Childhood Poverty and Adult Employment
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Better early experiences can break
these relationships



High LBW: little effect on “1Q” at start
of child-care intervention
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Duncan & Sojourner (2013) Journal of Human Resources : using ECLS-B weights



Treatment effect (SD)

During child-care intervention:
enormous effects on |Q measures
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Treatment effect (SD)

2 years after intervention end:
large, positive effect at school-entry
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Treatment effect (SD)
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5 years after intervention end:
large, positive effect
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Treatment effect (SD)
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15 years after intervention end:
evidence of persistence

B ——Low-income
1.63
1 15 What do you think effects will be for higher-income?
0'39 0.50

- . 0.36

0.16 ¢
Average-in-controlgroup

1 2 3 5 8 18

Child years of age

Duncan & Sojourner (2013) Journal of Human Resources : using ECLS-B weights



Treatment effect (SD)
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For higher-income, effect on
|Q trends much weaker
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Returns can exceed those to stock
market (5.8% since WW?2)
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8% is much more than double 6%
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2.
We ask most when families have least

COUNCIL OF ECONOMIC ADVISERS [SSUE BRIEF
DECEMBER 2016

THE DISCONNECT BETWEEN RESOURCES AND NEEDS
WHEN INVESTING IN CHILDREN

* Least private resources early
* Least public resources early

* Most private responsibility early



Current earning power

Percent Difference from the Average Across All Parents
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Access to future income

Share with a Credit Scoreof 650 or Above

B0 %
70%
60%
50%
40%
30%
20%

10%

0%
0-2 35 6—13 1417

Parents' Younpgest Child Age
Source  Amencan LifePanel's 201 2 Survey of Corsurmer Payment Chote CEA cakulions.




FIGURE 1.

Total Public Spending in 2015, by Age Group
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Public investments reinforce this age
imbalance in private resources

FIGURE 2

Federal, State, and Local Government Spending on Child Care and
Education in 2019, by Age Group
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Publicly-financed care & education:
5 hours/child-wk under age 5
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No way to do it cheaply & well:
parent’s income or another adult

Average Number of Pupils per Teacher
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What else could we possibly expect?

* Crises in child care market
— Shortages: not enough slots
— Unaffordable: Prices too high & slots too far for families
— Staff turnover or exits: child care workforce instability
— Closings: weak incentives for suppliers to operate

* Crises in young families’ budgets
— Hard for parents to work or afford to stay home



Wrapping up

* Early experiences have lifelong consequences.
A scarce investment opportunity, not burden.

* We ask the most of families when they have
the least. Crises are entirely predictable.

* Policies can improve children’s development &
parents’ labor market participation.



Thank you!
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The most valuable of all capital is
that invested in human beings.

- Alfred Marshall, Principles of Economics



Appendix



2. What about test-score fade-out?

(a) Impact of KG Class Quality on Test Scores
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Earnings impacts despite score fade-out

(b) Impact of KG Class Quality on Predicted Wage Earnings
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Income-based input gap opens early too

The Number of Words Addressed to Children
Differs Across Income Groups
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Where are families with most need for
better access to ECE services?

* Family-centered view of the ECE market

* Low access to ECE services marked by:
— High costs: high prices and long travel times

— Low quantity of services relative to presence of
young children

— Low quality

* Proper diagnosis supports proper remedy.



An experiment

The Infant Health & Development Program (IHDP) recruited
a sample at birth and randomly assigned a treatment.
[Brooks-Gunn et al, 1994; McCarton et al, 1997; Gross et al, 1997]

Age 0-1: weekly home visit from staff

Age 1-3: child eligible for child development center
(CDC)

Free

Full-day

High-quality, Abecedarian curriculum
Free transportation



The experimental sample (N =985): IHDP

Ethnically and economically diverse sample but
only included children born:

— Low-birth weight (< 2.5 kg = 5.5 Ibs)
— Premature (< 37 wks)

— In one of 8 research hospitals.
— Starting January 7, 1985 until fully enrolled
— Control = 608; Treatment = 377.



FIGURE 3.
Federal, State, and Local Government Spending on Care and Education, by
Age Group and Income-to-Poverty Ratio
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How much does public invest annually
in MN kids’ care, by age-income?

Family income range:

As % of poverty level Age 0-2 Age3-4 Age0-4

Low: up to 185% S2,243 S6,474
Moderate: 185-300% $200 5912
Higher: above 300% $320 S609
Across incomes S901 S2,511

$3,936
5485
$436

$1,545

State of Minn. invests $10,000+ per child each of 13 years from
age 5to 17 + more from feds. Source: Grunewald & Sojourner (2020).



