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About This Report 
This report was produced by the Insight Center for 

Community Economic Development, a national research, 

consulting, and legal organization dedicated to building 

economic health and opportunity in vulnerable communities. 

It is the result of collaboration with The North Carolina 

Partnership for Children, Inc., which gathered and provided 

expertise around the data for this report.
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“Early childhood education has a 
tremendous impact on the national 
economic security and the viability 
of the American dream.”

 — US Chamber of Commerce, Ready, Set, Go: How Business Can Support Early Childhood Education
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The early care and education industry educates and cares for 
children birth through age five, focusing on the developmental 
needs of children and their families through a variety of settings 
including child care centers, Head Start and family homes. Early 
care and education (ECE) programs in North Carolina:

�� Generate $1.7 billion in revenue annually and provides 

more than 49,600 full-time equivalent jobs;

�� Provide safe learning environments for some of the  

445,000 young children whose parents are all in the 

workforce. 59 percent of children ages five or younger 

have all parents working; 

�� Increase school readiness and improve K-12 outcomes;

�� Benefit all industries throughout the state by enabling 

parents of young children to work productively or attend 

school or training, which ensures a well-prepared workforce; 

and 

�� Build a ready workforce for the future, laying the 

groundwork for North Carolina’s future economic success.

Investments in Early Childhood: 
Vital to North Carolina’s economy today & tomorrow
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Education industry is an economic driver in North Carolina

Figure 1: Total adults living in 
households with children 
0-5 where all parents are 
working

�� There are 380,000 workers in North Carolina who are parents of children 

between the ages of birth and five, and live in households where all parents 

work (see Figure 1). Together these parents earn almost $12.5 billion every year. 

A strong early care and education system offers parents options for how they 

choose to balance the responsibilities of the workplace and raising their children.

�� Access to high-quality educational environments enable working parents to 

update their skills. Research studies find that student parents who use on-campus 

child care programs remain in school longer, have higher grade point averages, 

and graduate faster with higher graduation rates than their campus counterparts. 

On-campus ECE programs are funded throughout the state by the North Carolina 

Community College Childcare Grant Program.

ECE enables parents to be part of North Carolina’s workforce and upgrade their skills: 

Single Fathers  

29,675 (8%)

Single Mothers  

85,502 (23%)

Dual Parent Families  
263,926 (69%)
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Education industry is an economic driver in North Carolina
�� Reduces costs due to employee turnover.  Without safe, affordable options to 

care for their young children, parents may leave their jobs, which costs businesses 

in recruitment, retraining and the loss of skilled workers. Even in low wage 

positions, turnover costs can be significant - averaging over $9,000 for employees 

earning $8 per hour, which increases to over 150 percent of salaried employees’ 

incomes once productivity losses are factored in.

�� Reduces absenteeism costs. Nationally, more than one fifth of all unscheduled 

absences from work are due to family issues, costing businesses money and 

productivity.  Absences due to family issues cost the North Carolina economy 

about $2.75 billion annually (see figure 2).  Ways to reduce unscheduled absences 

include onsite ECE and emergency back-up child care.

�� ECE benefits everyone. Employees with young children report that their work 

environment would improve if their employer offered ECE benefits.  Access to 

convenient and reliable ECE also is an attractive benefit for employees without 

young children because they do not need to cover for their colleagues during 

unscheduled absences.

�� Smaller and medium size businesses across the state can profit from providing 

effective child care benefits, such as flexible work hours, pre-tax spending plans, 

telecommuting, and paid parental leave.

ECE supports employee productivity across North Carolina’s industries:

Smart Start
appropriation 2011/12

Cost of family
related absenteeism

$0 $0.5 $1.0 $1.5 $2.0 $2.5 $3.0$ billion

$670 million

$2.75 billion

Division of Child Development
Child Services appropriation 2011/12

$151 million
+ $519 million

Figure 2: Cost of absenteeism 
to NC employers due 
to family issues, 2010
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The early care and education industry enables 
future economic success in North Carolina

�� Attending high-quality early care and education programs boosts 

success in grades K-12. Duke University researchers found that North 

Carolina third-graders have higher standardized reading and math 

scores and lower special education placement rates in those counties 

that received more funding for Smart Start and More at Four when 

those children were younger.  “These findings provide the most rigorous 

evidence yet that investments in these early childhood initiatives generate 

substantial benefits for all the children in the counties that receive these 

funds, even children who were never enrolled in the early childhood 

programs,” said Helen Ladd, the Edgar T. Thompson Distinguished 

Professor of Public Policy at Duke. 

�� Other longitudinal studies show that high-quality early childhood 

education programs provide significant long-term positive benefits for 

children, such as greater school achievement and less grade retention, and 

a decreased need for special education.

�� The quality and accessibility of ECE programs hinge on two key factors: 

qualified and nurturing caregivers, and a safe and healthy environment that 

is designed to help children learn effectively.

ECE provides the foundation of a ready workforce:
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“We have analyzed data on 
educational outcomes for third 
graders over the past 12 years and 
find that children who were born into 
a county at a time that it received 
financial support for these programs 
perform better in third grade than 
children born into that county at a 
time when it received less funding for 
these programs.”

"Perform better" means higher average 
third-grade standardized test scores in 
reading and mathematics and fewer 
placements into special education for 
problem performance. How much 
better? About a half year of schooling 
and 15 percent fewer special 
education placements. 

The Results of a Duke University Study show that 
investments in Early Childhood Education WORK!
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Children in counties with more 
Smart Start and More at Four funding = better third grade performance

�� Saves taxpayer dollars. Longitudinal studies show that high-quality 

programs can save taxpayer dollars by decreasing the need for special 

education and lowering rates of juvenile delinquency, adult incarceration, 

and welfare participation. 

�� Delivers high rate of return on investment.  The Federal Reserve Bank 

in Minneapolis analyzed rates of return from investing in a model early 

childhood program for low-income children.  They found a 16 percent 

rate of return on investment—considerably higher than the long term 

return from U.S. stocks of 7 percent.

ECE provides a positive rate of return on investments:
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— Thomas F. Keller, Dean Emeritus, Duke University, Fuqua School of Business

“At the Fuqua business school, we teach students to invest in what yields 
good returns. Young children at risk for school failure who participate 
in early childhood programs are less likely to repeat grades or to require 
special education services, which cost society much more than the 
earlier investment. Therefore, the total cost to society is less and the 
potential contribution from the child is much greater. Society is the 
beneficiary of this wise investment in young children.”
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Early care and education is a vital part 
of North Carolina’s education system
ECE includes a diverse array of programs in North Carolina that 
offer care and education to children between birth and age five, 
outside traditional public school (K-12) education. Some significant 
statistics at a glance:

�� 748,000: the number of children between birth and age five.

�� 445,000: the number of children between birth and age five, 

(59 percent of all children in this age group) who live in 

families in which every parent is in the workforce.

�� 185,000: the number of children between birth and five years 

who attend licensed child care programs. Of these, only 112,000 

were in high quality programs. 

These statistics show that only 42 percent of children between birth 
to five years with working parents attend licensed ECE programs. 
Other families choose to find assistance from family, friends, or 
neighbors, or adjust their work schedules to care for their children.
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Figure 4: Gross Receipts or 
Sales by Industry
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Spectator sports

Custom computer programming services

Credit Unions

Custom Semiconductor maufacturing & related

Outpatient care centers

Textile product mills

Accounting, tax preparation etc.

Hotels and motels

Landscaping services

$1.52

$1.59

$1.60

$1.64

$1.69

$1.70

$1.73

$1.79

$2.18

$2.58

$2.50 $3.00$1.50 $2.00$0.50 $1.00$0

Annual receipts or sales in billions

Early care and education

Commercial banking

Chemical manufacturing

Nursing care facilities

Warehouse clubs & superstores

Real estate & rental & leasing

Arts, entertainment & recreation

Motor vehicles & parts dealers

41,241

42,213

45,510

47,746

49,604

51,023

54,023

54,571

62,910

70,000

Number of People Employed (FTE)

Food manufacturing

OR LEASE

60,00050,00040,00030,00020,00010,0000

Figure 5: Gross Receipts or 
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Early care and education is a 
significant industry in North Carolina
The ECE industry generates $1.7 billion annually in gross receipts  
— the total amount of dollars flowing into the sector in the form of 
payments for care, including both parent fees and private and public 
investments (see Figure 4). In North Carolina, ECE generates a higher 
amount of receipts than custom computer programming services, out-
patient care centers, and textile product mills, among others. 

Early care and education directly supports almost 50,000 full-time 
equivalent jobs, employing more people than chemical manufacturing, 
nursing care facilities, or warehouse clubs and superstores (see Figure 5).

Multiplier effects of ECE on the local economy. The effects of early 
care and education ripple through the economy, creating an additional 
12,580 jobs and $1.43 billion in economic activity, generated by early 
care and education businesses and workers making local purchases, thus 
further boosting North Carolina’s economy. 
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— Todd Hildebran, Kiwanis District Governor of the Carolinas

“Smart Start clearly provides a return on investment. 
When children perform at grade level, everybody wins. 
The children thrive in school and the state saves millions 
a year on special education and remediation. They say it 
takes a village to raise a child, and now, when it counts 
the most, we, the village, must speak up for children.”



15

North Carolina’s economy benefits when children participate 
in high-quality early care and education. Children in high-quality 
programs are better prepared for kindergarten and more 
likely to become life-long learners who are ready to meet the 
demands of the future economy. Children participating in high-
quality programs also have a reduced likelihood of negative 
outcomes, which saves the government money and increases 
the quality of life for all North Carolina’s residents.

The ECE industry in North Carolina plays an important role in 
economic development, enabling parents to work and update 
their professional skills. High-quality ECE also increases on-the-
job productivity and reduces absenteeism. It generates more 
than $1.7 billion in gross receipts annually and provides more 
than 49,600 full-time equivalent jobs.  This puts it on par with 
other significant North Carolina industries.

Conclusion



“Today’s youngest children will be the workforce of tomorrow. It 
won’t be enough for these future graduates to compete for jobs 
with others living in North Carolina or the Southeast. Instead, our 
future economy will be determined by their ability to compete for 
jobs with students living in countries such as China and India.”

     — Dave Clark, Vice President Business Banking , Wachovia - a Wells Fargo Company

The Economic Impact of Investments in Early Care and Education in North Carolina
Executive Summary

The North Carolina Partnership for Children, Inc. 

1100 Wake Forest Road, Raleigh, North Carolina 27604 

919-821-7999 

facebook.com/smartstart

YouTube.com/ncsmartstart

twitter.com/ncsmartstart

www.smartstart.org

Use your smart 
phone scanning 
app to “Like” us.


