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Expanding High-Quality Pre-K in  
Evansville: Highlights of a Pay for Success 
Feasibility Study 
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(by) 
Megan Carolan, 
Institute for Child 
Success  

The Institute for Child Success (ICS) studied the feasibility of 
using Pay for Success (PFS) financing, an innovative mechanism, 
to improve outcomes for young children in Evansville, Indiana. 
PFS financing, also called "Social Impact Bonds," can bring new 
resources, new partners, and a new focus on outcomes to early 
childhood services. Evansville was one of four jurisdictions 
selected to receive technical assistance from ICS in 2016 through the U.S. Social Innovation Fund’s 
PFS program. The feasibility study focused on expanding high-quality pre-kindergarten (pre-K) 
through the existing On My Way Pre-K (OMW) program for four-year-olds. 
 
The study concluded that Evansville has high-quality pre-K programs that it could feasibly expand to 
improve outcomes for children from low-income families. Benefits of investing in high-quality pre-K 
significantly exceed the costs. Though PFS is not a feasible way to finance pre-K expansion 
immediately in Evansville, it could be viable in two to four years if the City fully implemented 
appropriate measurement tools and collected data to establish baselines and project impact on 
outcomes that would be part of a PFS contract. 
 
This Executive Summary accompanies a presentation of the feasibility study findings.  
 

(the need) 
Evansville is located in southwest Indiana, bordering the state of Kentucky. The population of about 
120,000 makes it the third largest city in Indiana. Roughly 4,500, three and four-year-olds live in 
Vanderburgh County (most of whom live in Evansville); almost half qualify for free or reduced-price 
school lunch ($44,955 annual household income for a family of four).  
 
Evansville is eager to improve the lives and futures of the 17% of children who do not read at grade 
level at third grade and the 21% who do not graduate from high school, and to expand the city’s 
skilled workforce and economy. 
 
 

PRE-K IN EVANSVILLE 
Pre-K in Evansville is provided through the public school system, private centers (nonprofit and for-
profit), and family child-care homes. Evansville is currently a pilot location for the state-funded 
OMW program, which funds pre-K slots for low-income four-year-olds (those at or below 127% of 
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the federal poverty level, or $30,861 for a family of four) at providers rated highly on the state’s 
quality rating and improvement system, Paths to QUALITYTM. The nonprofit organization 4C of 
Southern Indiana, Inc. oversees OMW in Evansville. As a result of coordinated outreach by 4C and 
other community partners, 86% of children who meet the eligibility criteria for OMW are currently 
enrolled. 
 
OMW is not the only publicly funded early childhood program operating in Evansville; Head Start, 
the school system, and child care subsidies also fund pre-K for low-income children. These funding 
sources together have the capacity to serve virtually all four-year-olds from the poorest families (those 
whose income is 127% of the federal poverty level or less). However, for families living slightly above 
the federal poverty level and those in low-wage jobs, there are not enough free or subsidized pre-K 
slots, and parents can’t afford the $7,652 average tuition for pre-K in Indiana. Thus, there are 
hundreds of young children in Evansville who could benefit from high-quality pre-K but who do not 
have the opportunity to attend. This puts them at a disadvantage in kindergarten and as they advance 
in school and life. 
 

NUMBER OF CHILDREN WITHOUT ACCESS TO PRE-K 
We determined the number of four-year-olds who do not have access to high-quality pre-K: 
 

Table&1:&four-year-old&enrollment&at&various&family&income&levels&

Four-year-olds in High-Quality  
Pre-K Settings 

Number ≤ 
127% FPL 

(Est.) 

Number ≤ 
185% FPL 

(Est.) 

Number ≤ 
200% FPL 

(Est.) 

Four-year-olds in Vanderburgh 
County 742 1,131 1,238 

Head Start 277 277 277 

State-funded CCDF 132 155 157 

Title 1 (City/County School Corp) 84 92 92 

Special Education (City/County 
School Corp) 6 9 9 

State Pilot OMW 209 209 209 

TOTAL SERVED 708 742 744 

Unserved 34 389 494 
 
To ensure that children from families with the lowest income can receive high-quality prekindergarten 
education, Evansville would need subsidized pre-K for about 500 more four-year-olds. 
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(value of pre-K in Evansville) 
High-quality pre-K through OMW in Evansville almost certainly produces benefits that exceed its 
costs, with measurable benefits to school readiness for children. While most children at or below the 
current income cutoff of 127% FPL already enroll in high-quality pre-K, the city would benefit from 
expanding the OMW program to four-year-olds eligible for free or reduced-price lunch (185% FPL) 
by building the capacity of existing public and private OMW providers. 
 

OUTCOMES 
It is well established that high-quality prekindergarten programs can improve school readiness, 
educational attainment, labor force earnings, and health, and reduce poverty, crime, and welfare costs. 
In considering whether PFS financing may be a feasible way to expand pre-K in Evansville, ICS 
conducted a rigorous review of research on OMW and other programs to determine whether 
Evansville’s pre-K programs significantly improve children’s futures. As OMW is currently being 
evaluated and data are not yet available, ICS looked to research from two other state-funded early 
education initiatives. 

 
 

COSTS AND BENEFITS 
A review of relevant cost-benefit analyses estimated that OMW has a return of $3-4 for every dollar 
invested. The benefits are based not only on the short-term academic benefits on which we have 
focused, but also long-term outcomes that contribute to a more productive workforce in Evansville 
and benefit the community. 
 
A critical mass of stakeholders in the state of Indiana recognize the link between investing in early 
childhood education now and strengthening the long-term workforce. 

OMW
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•! The Indiana University Public Policy Institute reports that “Developing talent is critical – and the 
job begins with better pre-K. Talent is what drives the new urban economy, and without more 
than our fair share, urban Indiana will flounder.” 1 

•! The Indiana Chamber of Commerce called in their priority document for 2017 for the “fiscally 
responsible expansion of publicly funded pre-K initiatives for children from low-income 
families.” 2  

•! High-quality pre-K can help the workforce of today as well. A recent report identified Indiana’s 
lack of broadly available public pre-K as a barrier to gender equality, contributing to the state’s 
low ranking on this index.3 Access to high-quality public pre-K can allow mothers of pre-K 
children to enter the workforce. In early data from the Purdue University evaluation of the OMW 
program, 51% of families responded that securing OMW for their child helped them increase 
their work or school hours. 

 

A FEASIBLE EXPANSION PLAN 
Working with providers, we developed a feasible way of expanding pre-K to serve children eligible 
for free and reduced-price lunch, putting these children on a path to academic success. By expanding 
pre-K eligibility from the current 127% FPL to 185% FPL, we identified 389, four-year-olds not 
currently served. Based on the current take-up rate of eligible students, we anticipate 335 of these 
students would enroll if slots were available. Working with 4C to survey providers, we determined 
that current OMW providers who are interested in PFS have the physical and organizational capacity 
to meet this need. The estimated total amount of funding needed to serve four cohorts of that 
number of additional children (1,340 over four years), using a mixture of public and private providers, 
could be as much as approximately $15.3 million. It is very likely that the actual cost to serve 
additional four-year-olds would be less than that amount as quality add-ons, such as salary increases, 
will require phasing in over several years. The additional children would be served using existing 
buildings, but a portion of the funding would be needed to support additional capacity building. This 
funding would also allow for rigorous data collection, using a kindergarten readiness assessment 
instrument satisfactory to support PFS financing requirements; an implementation team to ensure 
fidelity to a high-quality model; and, in keeping with the recommendations of the Indiana Early 
Learning Advisory Committee and the statewide All IN 4 Pre-K advocacy campaign, increases in staff 
compensation and other investments in classroom quality. 
 

Category One yearlong cohort  
(335 children) 

Four yearlong cohorts 
(1,340 children) 

Personnel  $2.1 million  $8.5 million 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 Indiana University Public Policy Institute (2016). Thriving Communities, Thriving State: Recommendations for a Thriving 
Indiana. 
http://policyinstitute.iu.edu/Uploads/PublicationFiles/Recommendations%20for%20a%20Thrivng%20Indiana.pd
f 
2 Indiana Chamber of Commerce (2016). 2017 Key Legislative Issues.  
http://share.indianachamber.com/media/2017TopLegislativePriorities.pdf 
3 Stebbins, S. & Sauter, M.B. (2016). Ranking Gender Inequality in All 50 States. 24/7 Wall St. 
http://247wallst.com/special-report/2016/11/30/ranking-gender-inequality-in-all-50-states/!
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Operations   $658,000   $2.6 million  
Occupancy   $451,000   $1.8 million 
Other costs  $55,000   $218,000  
Administrative costs  $226,000   $906,000  
Communications and outreach  $28,000   $112,000  
Implementation team staffing  $148,000   $592,000  
Subtotal  $3.7 million  $14.7 million 
Capacity-building grants (One Year)  $525,000   $525,000 
Total  $4.2 million   $15.3 million  

 
 

(financing pre-K expansion through Pay for Success) 
PFS financing addresses both the need to scale up proven programs and the scarcity of government 
funds to pay the up-front costs of expansion. PFS is a partnership in which philanthropic funders and 
private “impact investors”—not governments—often provide the upfront capital to scale these 
programs. Service providers, usually nonprofits or public agencies (e.g., public schools) deliver the 
actual program services. An outcomes payor, usually the government, pays for the outcomes only if 
an impartial evaluator determines that the program has achieved agreed-upon measures of success. 
Thus, the initial funders and/or investors  bear the risk of the program not achieving, for example, 
the level of kindergarten readiness success set forth in the agreement with the government. A PFS 
project also provides valuable information to enhance accountability for government spending while 
using public-private partnerships to achieve the state’s goals. Although PFS financing is a less certain 
source of funding than direct governmental appropriations, it is one tool available for jurisdictions to 
expand programs that can benefit families and children. PFS can also be a valuable interim approach 
to funding access to high-quality pre-K as governmental funding is expanded over a longer, more 
manageable timeframe.  
 

FEASIBLE OUTCOMES 
Our review of the relevant literature found that OMW in Evansville could reliably produce the 
following outcomes which are a good fit for a PFS financing structure: 

•! Language and literacy skills: 
o! Higher language abilities for children participating in centers with a high rating on 

Language/Reasoning subscale (PTQ study); 
o! Receptive vocabulary, measured by the Peabody Picture Vocabulary Test (PPVT) 

(EEMG study). 
•! School readiness on multiple domains, measured by Indiana Standards Tool for Alternate 

Reporting of Kindergarten Readiness (ISTAR-KR) and the Bracken School Readiness 
Assessment (BSRA) (EEMG study). 
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RELIABLE MEASUREMENT TOOL 
For PFS financing to be feasible, Evansville needs to have a credible, consistently-applied way of 
measuring child outcomes and needs to have enough data to project the likely impact expanded pre-K 
would have on those outcomes. At this time, existing data collection efforts are inadequate to predict 
the impacts of the program rigorously enough for a PFS project. Local evidence from one year of 
ISTAR-KR results and the evidence of outcomes on multiple measures in similar programs across 
Indiana leads us to conclude that OMW makes a measurable impact on child outcomes. It would be 
preferable to have more than one year of data collection to gauge baselines and project impacts. 
Additionally, ISTAR-KR is a state-specific metric, and research on its predictive power of other 
academic outcomes is limited.  
 
Implementing rigorous data collection and evaluation for several years using a well-known, whole-
child tool could provide compelling evidence to revisit PFS funding. Teaching Strategies GOLD (TS 
GOLD), the most popular instrument nationwide for kindergarten entry assessments, has some local 
support; has been used in another PFS project (Chicago); and tracks development across multiple 
domains. TS GOLD was not used in any of the research literature consulted; however, two of the 
tools on which impacts were demonstrated – the PPVT and the BSRA – have “concurrent validity” 
with TS GOLD. These concurrent validity studies do not tell us exactly what impact we could expect 
to be measured by TS GOLD in Evansville but they do give us additional confidence that we would 
see growth measured by TS GOLD (or another valid, reliable assessment tool agreed upon by 
funders, payors, and providers). 
 
 

(conclusion) 
Expanding high-quality pre-K to serve all children from families at or below 185% FPL, investing in 
quality add-ons (such as transportation funding and salaries on par with local public school teachers), 
and incorporating rigorous data collection would cost up to approximately $15.3 million for four 
cohorts of students. (Details on the cost are found in the nearby table.) As noted, the initial costs will 
likely be somewhat lower in the early years of expansion. 
 
As a PFS project seems unlikely at this time due to the constraints of measurement, ICS developed 
two scaled-down alternative projects that could keep Evansville moving forward while making 
adjustments to the model to ensure positive outcomes and collecting the data necessary to make a 
compelling case for new funding in the future – either through PFS funding or another source. 
Although the 2017 session of the Indiana General Assembly has not passed legislation as of the 
completion of this study, the state of Indiana has been exploring expanded funding for OMW 
through a budget appropriation; these scenarios are designed to take advantage of a potential state 
expansion to serve more children. 

 
1! State expansion covers additional slots in Evansville; secure funding for a 

kindergarten readiness pilot in new and existing slots 
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If Evansville were to receive state funding to cover the additional 335, four-year-olds predicted to 
enroll if eligibility were raised to 185% FPL, this creates an opportunity for a lower-cost pilot to 
improve quality standards and quantify the impact on kindergarten readiness. Rather than a full-
fledged PFS project, Evansville could secure private funding for a “kindergarten readiness pilot” 
which will make adjustments (such as teacher salary enhancements for private providers) to be 
consistent with evidence-based pre-K models and to rigorously track child outcomes and quantify 
impact on kindergarten readiness using both ISTAR-KR and TS GOLD. Funding would be used to 
provide “add-on” services and provide rigorous evidence of outcomes which could open the door to 
potential PFS financing or expanded state funding in the future. This model could cost up to $5.75 
million over two years. 
 

2.! State expansion does not cover Evansville; secure funding for a kindergarten 
readiness pilot in existing slots 

The state of Indiana could choose to focus a pre-K expansion on counties that are not currently 
receiving OMW funding in an effort to build access to quality programs in new areas. If this happens, 
Evansville can utilize the existing 209 OMW slots to make program adjustments to be consistent with 
evidence-based pre-K models and to collect outcomes data that could provide evidence for future 
expansion funded through PFS or a more traditional funding mechanism. Stakeholders could secure 
funding to measure kindergarten readiness outcomes (using the required ISTAR-KR and adding on 
TS GOLD) for the existing 209 slots, and also include funding for quality add-ons such as teacher 
salary and transportation. This scenario would require up to $2 million over two years. At the end of 
this time, assuming the add-ons are fully funded, Evansville will have raised the salaries of underpaid 
pre-K teachers (thereby expanding the local economy), demonstrated top-notch systems for managing 
to outcomes, seen strong evidence that children are more ready for school, and quantified pre-K’s 
impact in a way that could inform state policy and justify PFS financing and/or added governmental 
funding of expanded pre-K going forward.  
 

(post-study supplemental information) 
At the time of the completion of the feasibility study documented above, the outcome of the 2017 
session of the Indiana Legislature was not known. The state of Indiana has been exploring expanded 
funding of the OMW pilot for two additional years through an increased budget appropriation. On 
April 21, 2017, the legislature passed HB 1004 which provided additional funding for 2017-18 and 
2018-19 fiscal years but which incorporated other provisions which could impact the number of 
children served in Vanderburgh County under the current OMW pilot. The legislation is being 
reviewed to determine potential impacts on the pilot program and changes to the above conclusions 
from the PFS feasibility study. The City will be evaluating alternatives for expansion of high-quality 
pre-K in light of the new legislation. 
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CONTACT 
For more information, contact Lora Stephens, Pre-K Project Manager, 4C of Southern Indiana, Inc. 
(lstephens@child-care.org) or Katherine Klem, Director, Policy Innovation and Impact at ICS 
(kklem@instituteforchildsuccess.org).  
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This study was conducted by the Institute for Child 
Success.  This presentation provides a mere 
snapshot of multiple rigorous analyses that 
constitute the study.



Local Feasibility Study Partners

•City of Evansville, Indiana

•Southwest Indiana Business Roundtable 
on Early Childhood

•Welborn Baptist Foundation

•4C of Southern Indiana, Inc.
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Evansville

• Image from http://www.evansville.edu

4



City of Evansville Demographics

• Population 120,000; only 
city in Vanderburgh County
• 49.7% of county children 
ages 0-5 live at or below 
185% of FPL
• Single Public School System 
for County (23,000 K-12 
students)
• Economically stable but 
“Talent” is a challenge

• Image by Randella at English Wikipedia, CC BY-SA 3.0, https://commons.wikimedia.org/w/index.php?curid=27849101
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Community Need
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Education

• 17% of Evansville 
3rd graders do not 
read at grade level 

• 21% of Evansville 
high school 
students do not 
graduate 

Economic 
Development

• Expand city’s 
skilled workforce 
and economy

• Encourage 
parental 
employment



Important Outcomes for Evansville
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More low-income children 
ready for kindergarten

More students graduating 
from high school

Expand skilled workforce

Increase employment among 
low-income parents
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High-Quality Pre-K in Evansville
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• State of Indiana & private 
funders with 10% match

• High-quality pre-K for 4-year-
olds ≤127% FPL

• Original pilot funded 2014-
2015 through 2016-2017 

• Statewide QRIS
• OMW providers 

must be Level 3 or 
4 on PTQ



Current Providers of High-Quality Early Education
2016-2017 School Year (Child enrollment as of 9/15/16)
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High-Quality Pre-K Settings Number ≤ 127% FPL (Est. %)

Head Start 37% (277)

State Pilot On My Way 28% (209)
State-funded CCDF 18% (132)
Title 1 (City/County School 
Corp)

11% (84)

Special Education (City/County 
School Corp)

1% (6)

TOTAL 95.4% (708)



Children WithoutAccess to High-Quality 
Early Education in 2016-2017

708 742 744

34
389

494
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Unmet Need
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Sources of Outcome Data

OMW

Undergoing 
evaluation

Data not yet 
available

Local Provider

Analyzed data for 
one year

Paths to 
QUALITY 

(PTQ)

State-funded 
QRIS

Initial evaluation 
complete

Early Education 
Matching Grant 

(EEMG)

State-funded pre-
K program 

similar to OMW

Initial evaluation 
complete
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Outcomes Found in Research
Higher Language Abilities

Fewer Problem Behaviors

Social Competence

Receptive Vocabulary

Concept Development

School Readiness
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ISTAR-KR : Example of Positive Outcomes
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Conclusion from Analysis of Research

We are 
confident 

that 
Evansville’s 
highly-rated 

pre-K 
improves 
outcomes 

for children
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Additional Capacity Needed

Eligible
Families/
Children

Current
Capacity

Number 
Unserved

Number of 
New Slots 
Needed

1,131 742 389 335
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• Expected Take-Up Rate: 86%
• Family Income: ≤185% Federal Poverty Level
• Child Age: 4 years old by August 1
• Family County of Residence: Vanderburgh

Unmet 
Need: 
389



Current Locations of On My Way Pre-K
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High-Quality Providers Have the Capacity to 
Serve Additional 4-Year-Olds if Funded

Program Name Capacity
EVSC 120 students

St. Vincent Center for Children and Families 60 students

Carver Day Care 52 students

CAPE Place & Enterprise Zone 40 students

Easter Seals Milestones Child Development Center 18 students

High Point Child Care Learning Center West 17 students

World Harvest Pre-K 16 students

Methodist Temple Children's Center 12 students

St. Mark's Preschool 10 students

Mary's Child Care 4 students

Total Available Capacity (estimated) 349 students
20



Expansion Locations

•All OMW providers 
contacted about PFS 
and given a voluntary 
survey
• 14 sites reported 
interest in & capacity 
for a PFS expansion
•Align with areas of 
high need
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Changes Necessary to Ensure Outcomes
(In Line with ELAC and All IN 4 Pre-K Reports)

Lead teachers with bachelor’s 
degrees

Salary parity with public school 
kindergarten teachers

High-quality professional 
development to 100% of staff

Implementation Team

22
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• 335 children per year
•$2.5 – $4 million per year for entire cohort
•$7,500 – $11,000 per child per year
• In line with estimates by ELAC Funding Streams 
Workgroup using CEELO CPQ tool: $7,600 – $10,500 
per child per year

•Additional capacity-building funds

Estimated Cost of Expansion 
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• Indiana-specific economic impact analysis considered 
• Education / Lifetime earnings / Crime costs
• Indiana study based on cost of $7,500 per student

•Not a perfect match for OMW standards, but 
conservative estimates in line with other studies
• Estimated Economic Benefit of Evansville plan is approx. 
$30,000/child or about $40,000,000 total

Benefits of High-Quality Pre-K Exceed Costs

25

Indiana Benefit
to Cost Ratio

$3.83 to $4 per 
dollar invested



Economic Benefits 
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Net economic 
growth in 
Evansville

Jobs created 
elsewhere in 
county economy

Increase in wages 
for parents

• 31 new teacher/assistants
• 2 administrative positions
• 3 implementation team 

positions (FTE)

Evansville 
Economic 
Impact

• 51% of parents say OMW 
helped them increase 
work or school hours

Impact 
on 

Parents



Evansville's pre-K can 
improve child outcomes 

and local economy

Service providers can 
readily expand to serve 

the neediest families

Benefits of pre-K 
expansion significantly 

exceed costs

Expanding Evansville Pre-K: Conclusion
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Can Evansville Fund Pre-K Expansion 
Through Pay for Success?
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Evansville competitively selected to 
receive federally-funded technical 
assistance from Institute for Child 
Success 

9-month feasibility study
• Outcome Analysis
• Baseline Data Analysis
• Cost-benefit Analysis
• Expansion Plan



Government contracts to pay 
for agreed-on, measurable 

RESULTS

An impartial evaluator 
assesses whether results are 

achieved

Service providers expand 
effective programs with 

support from foundations or 
impact investors

Key Features of Pay for Success Financing
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Assessing Outcomes for Pay for Success
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There must be sufficient 
EVIDENCE to persuade 

investors to invest. 

It must truly be an 
OUTCOME.

The outcome must occur 
in a TIMEFRAME that 

investors will accept. 



Outcomes Suitable for Pay for Success

On My Way Pre-K Outcomes

Improved Language Abilities

Improved ReceptiveVocabulary

Increased Kindergarten Readiness
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Projecting the Impact on Child Outcomes
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For PFS to be feasible, there must be a 
reliable way to measure outcomes. 

We must be able to predict the impact on 
the outcomes that will determine payment.



Challenges in Measuring and Projecting Impact

ISTAR-KR data only available for 
a relatively small number of 
students and for one year 

ISTAR-KR only used in Indiana -
difficult to project meaning 
comparatively for investors

TS GOLD needs to be used for 
1-2 years to establish baseline 
data before considering its use in 
PFS 
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Conclusion
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After 2 years of experience and data collection, Pay For 
Success could be feasible

Evansville has an opportunity to ensure and quantify 
existing pre-K programs’ impact on school readiness

Evansville cannot immediately fund pre-K expansion 
using Pay for Success



•Kindergarten readiness pilot
can provide evidence of 
impact
•Track K readiness and 
broader economic benefits
• Local funders support
•Pilot scenarios will be 
developed reflecting 2017 
legislative outcome

Paths Forward in Evansville
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Next Steps
• Pre-K expansion legislation 
passed April 22, 2017
• Develop detailed plans for K 
Readiness Pilot and other 
expansion options reflecting 
2017 legislation
• Develop data capacity and train 
providers in TS GOLD or other 
instruments
• Use data from pilot and 
implementation of new 
legislation to assist in expanding 
and sustaining high-quality pre-K 
in Evansville
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For more information on pre-K in Evansville, contact:

Lora Stephens
Pre-K Project Manager, 4C of Southern Indiana, Inc.
lstephens@child-care.org

For information about Pay for Success financing, contact:

ICS PFS Team
pfs@instituteforchildsuccess.org
http://pfs.instituteforchildsuccess.org/ 

39


