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There is clear evidence that investments in young children yield the greatest returns in human
capital. Ensuring every child receives nurturing care—being well nourished, healthy, learning,

and safe—in the first years of life drives better outcomes for children, families, and society as a
whole in both the short and long term. Planning, securing, and equitably allocating adequate
resources for early childhood development (ECD) is therefore a political and financial

imperative for governments.

Yet, interventions supporting the youngest children
and their caregivers remain chronically underfunded,
fragmented, and dependent on short-term funding
initiatives (Zubairi & Rose, 2017; UNICEF, 2019). The
multisectoral nature of ECD and constrained national
budgets present technical challenges, but the
upcoming Global Technical Financing Forum in 2026
and International Finance Summit for Early Childhood
in 2027 are opportunities for governments to learn,
share, and make commitments.

Generating actionable knowledge of effective
mechanisms and enabling conditions for early years
investment is crucial to building fair, predictable,
and resilient systems that benefit all young children
and drive long-term progress. This brief provides
policymakers with a snapshot of financing pathways
being tried in different countries, with promising
examples, as well as lessons learned to guide
decision making when planning, implementing, and
monitoring investments in the early years.

Key Messages:

e Early investments pay off. Investing in
children’s health, nutrition, protection, and
learning in the first years of life yields lasting
social and economic returns.

¢ Coordination drives impact. Sustainable
progress depends on aligned, multisectoral
investments within a coherent national
framework for young children.

¢ Robust public finance is required. While
innovative and complementary financing can
be leveraged, the base must be stable, long-
term financing from governments that is well
monitored and inclusive.

e Evidence of utilization is key. Governments
need data systems to track spending and
ensure that it is fair, predictable, efficient,
and meets the needs of every child.


https://nurturing-care.org/what-is-nurturing-care/
https://s3.amazonaws.com/theirworld-site-resources/Reports/Theirworld-Report-Bright-and-Early-June-2017.pdf
https://www.unicef.org/media/57926/file/A-world-ready-to-learn-advocacy-brief-2019.pdf

What Public and Private Funding Pathways Exist?

Governments and partners are testing various financing models for early years investments. These can be
organized based on the funding modality which describes the source and method by which funds are
mobilized, allocated, and disbursed. Understanding the menu of options can help policymakers select
pathways that are most feasible for their country’s context.

Public Financing Mechanisms

¢ Domestic revenue mobilization: Expands fiscal space through taxes or other revenues. Scalable and
essential but politically challenging in low-revenue contexts.

e Budget allocation and prioritization: Embeds interventions and services that benefit young children and
their caregivers in core ministry budgets and planning. Highly scalable and predictable yet can be
constrained by competing priorities or limited fiscal space.

¢ Intergovernmental transfers: Channels funds from central to local governments. Supports equity and
local implementation but is often limited by weak administrative capacity.

Country Spotlight: BRAZIL
Brazil’s Fund for the Maintenance and Development of Basic Education and the Valorization of Education
Professionals (FUNDEB) builds on the 1998 reforms through FUNDEF, which created a national formula to
redistribute education funds (Gordon & Vegas, 2004). Implemented in 2007 and made permanent in 2020,
FUNDEB pools state and municipal revenues and redistributes them based on enrollment, giving poorer
municipalities more support (OECD, 2014). Its expansion to preschool and early childhood education has
increased access to quality early learning, especially in disadvantaged areas. The system improves equity,
predictability, and local ownership, though effectiveness depends on administrative capacity and
monitoring.

¢ Innovative public instruments: Results-based or conditional allocations to incentivize performance. Can
improve quality and accountability but remains niche and dependent on robust monitoring and
regulation.

Private and Complementary Mechanisms

e Tax incentives / Education savings accounts: Encourages families to invest their own resources in
education or childcare by offering tax advantages. Encourages engagement but benefits mainly higher-
income households making its impact on equity limited.

e Corporate social responsibility: Mobilizes private sector resources for infrastructure projects or social
programs. Useful for piloting projects, but coverage is often limited and unpredictable.

¢ Philanthropic grants to nongovernmental organizations: Funds non-state actors to deliver services for
young children and their caregivers. Effective in reaching marginalized populations and piloting new
approaches. Scalability depends on government alignment and co-funding.

Country Spotlight: BANGLADESH
BRAC, a nongovernmental organization, uses philanthropic grants to operate community-based early
childhood centers targeting disadvantaged children. These centers are implemented locally, providing
early learning, nutrition, and caregiver support directly in underserved communities (Synergos, 2019).
The model demonstrates how nongovernmental organizations can deliver services where public
provision is limited. However, reliance on external, time-limited funding constrains scale and
integration with government programs. Lessons learned highlight that sustainability and broader
impact require coordination with public financing and policy frameworks.

¢ Social franchising: Replicates low-cost, quality-controlled centers at scale. Can increase reach
efficiently, though quality control and monitoring remain challenging.


https://register.rti.org/EducationFinance/background/Equity/gordon_vegas_06_01_04%20%284%29.pdf?utm_source=chatgpt.com
https://www.oecd.org/content/dam/oecd/en/publications/reports/2014/04/investing-in-youth-brazil_g1g3f7b6/9789264208988-en.pdf?utm_source=chatgpt.com
https://www.syngs.info/files/2019-bangladesh-dpp-childcare-brief.pdf?utm_source=chatgpt.com

What Evidence Exists of Early Years Investments?

To investigate what evidence exists of financing for the early years, a
review of 49 publications from 2015 to 2025 was conducted and
mapped in a database accessible here. These sources include policy
reports, peer-reviewed articles, technical briefs, and global reviews,
offering both qualitative insights and quantitative data on financing
mechanisms for interventions that promote ECD through early

learning, childcare, health, and other initiatives.

The evidence spans over 50 countries, with South Africa, India,
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Brazil, Colombia, and the Philippines most frequently referenced. Regional coverage includes Sub-Saharan
Africa, Asia-Pacific, Latin America, and OECD countries, showing that financing challenges are not confined
to low-income contexts but occur across diverse economies.

The findings confirm that diverse funding pathways are being used, as outlined above, but reveal that their
application is highly uneven. Some countries have embedded early childhood services in core ministry
budgets and intergovernmental transfers, while others rely heavily on short-term donor projects or
fragmented private initiatives. Public financing mechanisms such as domestic revenue mobilization and
budget prioritization remain the backbone of sustainable systems, yet they are often constrained by
competing priorities and weak administrative capacity. Innovative instruments like results-based allocations
and social impact bonds appear in several studies but remain small-scale and donor-dependent. Private and
complementary mechanisms—tax incentives, corporate contributions, and philanthropic grants—are
documented but tend to be unpredictable and limited in scope.

KEY TAKEAWAY: The evidence underscores that while multiple pathways exist, their fragmented and
inconsistent use leaves persistent gaps in the equity, quality, and sustainability of early childhood
interventions. These gaps—and the structural hurdles behind them—need to be addressed.

What Lessons Can Be Learned from the Evidence?

The review of publications made clear that increased funding alone is not enough—strategic, well-targeted
investment is essential to ensure that every child thrives. Four persistent challenges emerged:

1. Comprehensive data systems are lacking.

Few countries comprehensively track ECD financing,
making it difficult to plan, monitor, or link spending
to outcomes (UNICEF, 2019; UNICEF, Education
Commission & Lego Foundation, 2022). Among 27
studies on expenditure or cost-effectiveness, all
highlight gaps in fiscal data and limited outcome
measurement, constraining efficient resource use
and evidence-based strategy development.

2. Multisectoral coordination is weak.

Binding legal and policy frameworks are critical for
stable, long-term financing (UNICEF, 2019), yet only
a handful of studies examine them directly. Most
countries lack clear mandates for funding the early
years across ministries, leaving funding ad hoc and
politically vulnerable. Many studies stress the
importance of multisectoral coordination, yet few
document concrete coordination mechanisms.
Fragmented responsibilities lead to duplication,
inefficiency, and uneven coverage (UNESCO &
UNICEF, 2024).

3. Innovative financing requires a base of public
funding and strong governance.
Tools such as results-based financing, social impact
bonds, and blended finance offer opportunities to
incentivize performance and attract private
resources. The review found 17 studies that explored
these approaches, but they remain small-scale and
donor-dependent. Without robust public funding and
strong governance, monitoring, and regulation, these
instruments cannot deliver sustainable impact (Van
Leer Foundation, 2016; Tse & Warner, 2020).

4. Service quality is inconsistent, and delivery is
not equitable.
Rising enrollment in early childhood services alone
does not guarantee meaningful outcomes (OCED,
2023; OECD, 2025). Many studies highlight weak
standards and poor monitoring as key barriers to
quality. At the same time, most often it is children
from rural or low-income communities that are often
left behind and lack accessible services (Van Leer
Foundation, 2016; OECD, 2025).



https://ecdan.org/wp-content/uploads/2025/10/KF_Database_ECD_Financing_Publications_FINAL_11-4-2025.xlsx
https://www.unicef.org/media/57926/file/A-world-ready-to-learn-advocacy-brief-2019.pdf
https://www.unicef.org/media/129836/file/Add%20Today%20Multiply%20Tomorrow:%20Building%20an%20Investment%20Case%20for%20Early%20Childhood%20Education%20.pdf
https://www.unicef.org/media/129836/file/Add%20Today%20Multiply%20Tomorrow:%20Building%20an%20Investment%20Case%20for%20Early%20Childhood%20Education%20.pdf
https://www.unicef.org/media/57926/file/A-world-ready-to-learn-advocacy-brief-2019.pdf
https://www.unicef.org/media/158496/file/Global-report-on-early-childhood-care-and-education-2024-1.pdf
https://www.unicef.org/media/158496/file/Global-report-on-early-childhood-care-and-education-2024-1.pdf
https://earlychildhoodmatters.online/issues/early-childhood-matters-2016/
https://earlychildhoodmatters.online/issues/early-childhood-matters-2016/
https://www.tandfonline.com/doi/full/10.1080/07352166.2018.1465347
https://www.oecd.org/content/dam/oecd/en/publications/reports/2023/06/oecd-journal-on-budgeting-volume-2023-issue-2_2cbb996c/79ab69f5-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2023/06/oecd-journal-on-budgeting-volume-2023-issue-2_2cbb996c/79ab69f5-en.pdf
https://www.oecd.org/en/publications/reducing-inequalities-by-investing-in-early-childhood-education-and-care_b78f8b25-en/full-report.html
https://earlychildhoodmatters.online/issues/early-childhood-matters-2016/
https://earlychildhoodmatters.online/issues/early-childhood-matters-2016/
https://www.oecd.org/en/publications/reducing-inequalities-by-investing-in-early-childhood-education-and-care_b78f8b25-en/full-report.html

Which Countries Are Leading the Way?

The experiences of South Africa and Peru offer critical lessons and hopeful pathways. Both countries have
demonstrated that strategic public investment, legal commitment, and multisectoral coordination can
drive meaningful progress in for young children, families, and societies. Yet, both also reveal that
sustainability, quality, and equity remain unfinished agendas. To secure the futures of all children,
governments must move beyond fragmented efforts and commit to long-term, inclusive, and accountable
financing systems that leave no child behind.

Country Spotlight: SOUTH AFRICA
Expanding Access Through Targeted Subsidies

South Africa has made notable progress in expanding access to
services for young children, particularly for disadvantaged
populations. Through targeted subsidies to early childhood education
centers (ECECs), the government has significantly increased
enrollment of low-income children. These subsidies have enabled
many centers to offer integrated services, combining early learning
with health and nutrition interventions such as immunizations and
meal programs. Social protection schemes, including caregiver grants
and conditional cash transfers, have further supported families,
reducing economic barriers to access (McLaren, 2024).

However, challenges remain. Many ECECs, especially in rural areas, ‘
continue to operate with inadequate infrastructure, limited learning

materials, and undertrained staff. Institutional coordination across

national, provincial, and local levels is often fragmented, leading to

inconsistent implementation and oversight. South Africa’s experience

demonstrates that targeted public investment can drive equity and

access, but sustained efforts are needed to strengthen governance,

ensure quality, and embed financing within long-term national

strategies.

Country Spotlight: PERU
Institutionalizing Investment in Young Children Through Legal and Multisectoral Reforms

Peru stands out for its systematic and legally grounded approach to ECD
financing. The launch of the Cuna Mas program in 2012 marked a
turning point. The program provides home visits and community-based
childcare services to children under three in vulnerable communities.
Crucially, the program is enshrined in national legislation and
integrated into Peru’s broader development strategy, ensuring
consistent public funding and political commitment. Its multisectoral
approach is well coordinated—linking health, education, and social
protection—and enables a holistic approach to child development.

This investment in comprehensive services for young children has
yielded tangible results, including improvements in child nutrition,
cognitive development, and caregiver engagement (Young Lives, 2019).
However, regional disparities persist, particularly in remote areas
where service quality and workforce capacity remain uneven.
Moreover, while Peru has made strides in integrating ECD into its
national systems, fiscal pressures and political transitions pose ongoing
risks to sustainability. Peru’s example illustrates how legal mandates
and cross-sectoral governance can anchor financing reforms—but also
highlights the need for continued investment in quality and equity
(Early Childhood Workforce Initiative, 2019).



https://www.ilifalabantwana.co.za/wp-content/uploads/2024/04/Ilifa-Labantwana-National-Budget-2024-Review-FINAL.pdf
https://www.younglives.org.uk/improving-early-child-development-peru-cuna-mas-programme
https://www.r4d.org/wp-content/uploads/Executive-Summary-English-Cuna-Maas-country-study.pdf?_gl=1*1mkhxnv*_gcl_au*MTYyMjIxNzA0Ny4xNzUzNjQzOTEz*_ga*OTE0OTgxOTYwLjE3NTM2NDM5MTM.*_ga_H86P8RZ110*czE3NTM2NDc1NDYkbzIkZzAkdDE3NTM2NDc1NDYkajYwJGwwJGgw&_ga=2.199450413.2075145684.1753643913-914981960.1753643913

What Can Governments Do?

To expand access to high-quality, holistic early childhood
services and ensure lasting impact, governments need a
strategic, multi-pronged financing approach. The
recommendations below outline practical steps that
policymakers can take to strengthen systems, align
stakeholders, and leverage public and complementary
resources—while keeping equity, quality, and sustainability at
the center of strategic financing decisions.

Embed services for young children and their caregivers in national and
municipal budgets across sectors and strengthen intergovernmental transfers
to promote equity. Use innovative public-private funding mechanisms
strategically to complement—not replace—public funding to fill critical gaps.

Secure public funding.
1. <
—————

Scale services while investing in workforce development, regulation of

quality standards, and inclusion of marginalized groups. Tailor financing

models to local political and economic contexts to secure sustainability and
—— ensure all young children and their caregivers benefit from impactful service

delivery.
3. E

4

2 Balance expansion with quality.
[ ]

Institutionalize coordination and governance.

Create formal mechanisms for cross-ministerial and multi-stakeholder
collaboration. Set clear mandates that outline who will do what to
accomplish shared priorities to improve efficiency, reduce duplication, and
align national and local action. Write these mandates and coordination
mechanisms into legal frameworks, policies, and plans.

Strengthen data and accountability systems.

Develop robust monitoring frameworks to track total and per-child spending,
|:| I:II:I assess equity and quality, and link investments to outcomes. Reliable,

disaggregated data should guide decisions and ensure transparency.

Financing for early childhood development is a measure of a government’s commitment to its people. Every
dollar invested in the early years strengthens the social fabric of communities, fuels economic growth,
and breaks intergenerational cycles of poverty. Leaders must move beyond promises to prioritize
sustained, accountable investment that reaches every child. A nation’s true potential depends upon how it
invests in its youngest citizens.
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