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Why Invest in Early Childhood?

Prenatalto gl Kindergarten 3™ grade test =) 11t grade
age 3 readiness scores test scores

r=.72 r=.92

Sources: Austin et al. (2023), Shores et al. (2026)
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Low Public Investment in the Earliest Years

Per Child Public Spending by Age Group in 2021

Ages O to <3 - $1'268

B State/Local Funding l Federal Funding

Sources: Hawley, Bezark, D’Azevedo, Portillo, & Akerson (2024)
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A Healthy Start Leads to Lifelong Health and Wellbeing

R

Safe, stable, stimulating,
nurturing interactions
between an infantand a
parent or caregiver
promote optimal brain
and body development
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Our health and
wellbeing prenatally
and in the first 3 years
of life affect all future
learning, behavior,
and health

\_ /

The absence of a
comprehensive system
of support can
compromise a child’s
ability to learn and
grow throughout life




of children under age 6
o in Oklahoma have all
o available parents in the

workforce
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The Benefits of Child Care

High-quality child care
provides important
individual and societal
benefits for children and
families

s
()
Improved educational
outcomes and higher-

skilled workers
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Children prepared for
life-long success
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Increased productivity
and tax revenue

Increased workforce
participation and improved
family outcomes

High ROI




The Problem in Child Care

Lack of access to
high-quality,
affordable child
care

soa
()
Teachers aren’t paid
enough to remain in the

workforce
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Too few care options are
available

s
_

Businesses can’t hire
enough workers to keep
their doors open

Working families can’t
access high-quality,
affordable care

Child care is not
working for children,
families, or
businesses.




Child Care Is a Market Failure

A market failure occurs when the private market cannot
produce enough of a good at a price consumers can
afford, and that good is essential for the economy.

Child care is essential to allow parents to work and
businesses to operate.

The private market cannot provide enough child care, especially
infant and toddler care, at a price consumers can afford.
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The Consequences of Child Care as a Market Failure

Children Workers Businesses Economy

Fewer Miss work or Lose qualified, Lower
opportunities leave productive incomes, tax
for high-quality employment workers revenue, and
early learning employment

Society

Long-term
consequences
of lower
education and
productivity

$ 1 2 B in lost earnings, productivity, and revenue in
° Oklahoma annually due to lack of child care
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The Opportunity

Government funding can help stabilize the market, which
will help families, businesses, and the economy.

Multiple funding opportunities:

 Child care subsidies
* Workforce supports
* Public-private partnerships

e Tax credits
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Child Care Subsidies

Q Promotes Work

Q Protects and Increases Earnings

@ @Prenatal-to-3 Policy Impact Center @ @pn3policy



Child Care Subsidies: Key Policy Levers

18 AR | ca | Ks [ kv [1 [ mE | ma
states set the initial income eligibility
limits at or above 85% of the state median mm m
e GG
07 states
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all key policy levers
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imi subsidies
w) states limit copayments to 7% of mm m mm
family income or less for all families
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19 able cofoc]m [ fuamafm]
states set equitable infant and

toddler reimbursement rates at or above the mm m m mm
75th percentile of the market rate survey or

set rates based on a cost estimation model m

. State newly implemented key policy lever since June 30, 2025
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Variation in Initial Income Eligibility Limits for Child Care Subsidies

$157,092

142% SMI
575% FPL

$67,068

85% SMI
245% FPL

L

$34,656

39% SMI
127% FPL

Families in New Mexico are eligible for subsidies regardless of their income.
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18 States Set Their Child Care Subsidy Income Eligibility at 85% of SMI or Higher

New Mexico No income eligibility limit North Dakota Colorado
Vermont [EYE% Maryland Delaware
Maine Alaske Georgia
Akansas Misissppi Nebraska
California* Rhode Island Wyoming
Kansas SRR Hawaii Alabama
Kentucky South Dakota Arizona
Louisiana Connecticut District of Columbia
Massachusetts Washington Minnesota
New Hampshire North Carolina lowa EEF

New York* Illinois Missouri

Oklahoma Florida Indiana

South Carolina Michigan Nevada

Tennessee Montana New Jersey

Texas Oregon Ohio

Utah Wisconsin EERZ Idaho

Virgiia* Pennsylvani
West Virginia*
Federal Maximum Income Ellglblllty will be set at 55% of the SMI in Oklahoma
Eligibility Limit is 85% SMI effective February 2027.
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Variation in Initial Income Eligibility for Child Care Subsidies as % of the FPL

New Mexico | No income eligibility limit Kentucky
Vermont [EYAERA $157,092  Rhode Island

Delaware
Michigan

Maine EELNZ Washington North Carolina
Massachusetts EELEA Louisiana Montana
New Hampshire [EEERD Oklahoma Nebraska

New York [EELEZ West Virginia Wyoming

Virginia 350% Arkansas Florida

Maryland [EREED Hawaii Mississippi

California JELYEA Colorado Georgia

Utah BelolEZS Iinois Arizona

North Dakota §eieler%) Alaska lowa
Kansas WAEEA South Dakota Alabama

District of Columbia RPLERA Minnesota Missouri
Texas PEERS New Jersey Ohio

Connecticut WASYAZ Oregon Indiana

South Carolina AR Pennsylvania Idaho

Tennessee LSRN Wisconsin Nevada $34,680

Eligibility will be set at roughly 160% of the FPL in Oklahoma effective February 2027.
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District of Columbia

New Mexico
California I1%
Maryland I1%
New York I1%

South Dakota l1%
Oregon .2%
Arizona

South Carolina

Kansas
Michigan
Tennessee
Virginia
Washington
Florida
Idaho
Indiana
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Nevada
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New Jersey
North Dakota
Connecticut
Delaware
Georgia
Illinois
Kentucky
Louisiana
Mississippi
Montana
Nebraska
New Hampshire
Oklahoma
Rhode Island
Texas

Utah

West Virginia

%
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7% Threshold

for Affordability

lowa
Alabama*
Alaska
Hawaii
Maine
North Carolina
Wisconsin
Colorado
Pennsylvania
Wyoming
Minnesota
Missouri
Vermont
Arkansas

Massachusetts

Ohio

35 States Limit Child Care Subsidy Copayments to 7% or Less of Family Income

0%
0%
0%
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19 States Set Child Care Subsidy Reimbursement Rates at the 75th Percentile

Out-of-pocket Expenses

State's Contribution (Paid to Provider) Family Copayment Fee Additional Fees Paid by Family (Paid to Provider) Unreimbursed Costs (Absorbed by Provider) Total Cost of Care (75th Percentile)

| ]
Base Reimbursement Rate

Arkansas ey S151 S774

Kansas ENeL(S S°1d 51,182

Oklahoma [EYEE] $242 $883 $1,360

Missouri [YEIek S0 52,008

New Mexico E3WIele) $1,200

Texas BLiE S 5983
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19 States Set Child Care Subsidy Reimbursement Rates at the 75th Percentile

Out-of-pocket Expenses
| |

State's Contribution (Paid to Provider) Family Copayment Fee Additional Fees Paid by Family (Paid to Provider) Unreimbursed Costs (Absorbed by Provider) Total Cost of Care (75th Percentile)

| |
Base Reimbursement Rate

Arkansas, 2026 o) S151 S774

Idaho, 2025 BRI S278 $1,317
Idaho, 2026 EiKV/e) e 2 $1,317

Oklahoma, 2025 [EEEE | $226 $779

Oklahoma, 2026 EYEE $242 $883

Missouri, 2025 ESiNAL: $1,883
Missouri, 2026 EJEIek! e $2,008
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Key Takeaways

* High-quality child care is an essential service that benefits
children, families, and the economy.

* Manyfamilies are finding reliable care to be out of financial
reach, early educators are not earning livable wages, and
child care programs are struggling to stay open.

e (Child careis a market failure.

* Child care subsidies increase maternal employment, improve
parents’ ability to work, improve access to needed services,
and provide greater household resources.
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Scan to view the 2026
Prenatal-to-3 Roadmap
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