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Expanding High-Quality Preschool in Tempe: 
Highlights of a Pay for Success Feasibility Study 
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(by) 
Ann Lynn DiDomenico, 
City of Tempe  

With support from the Institute for Child Success (ICS), the City 
of Tempe, Arizona studied the feasibility of using Pay for Success 
(PFS) financing, an innovative mechanism, to improve outcomes 
for its youngest children. PFS financing, also called “Social Impact 
Bonds,” can bring new resources, new partners, and a new focus 
on outcomes to early childhood services. Tempe 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 preschool 
through a partnership with the Tempe Elementary School District T.O.T.S. preschool program, the 
Kid Zone Preschool program, and Quality First, the statewide Quality Rating and Improvement 
System (QRIS) program.  
 
The study concluded that Tempe currently has high-quality preschool programs to serve three- and 
four-year-old children. By partnering with existing providers to increase capacity, it could feasibly 
expand to improve outcomes for more children from low-income families. Benefits of investing in 
high-quality preschool exceed the costs. Though PFS is not currently a feasible way to finance a 
preschool expansion in Tempe, it could be viable in two to three years if Tempe 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. Note that 
neither the Summary nor the presentation provide the sum total of the feasibility study, which 
included multiple rigorous analyses and deliverables. 
 

(the need) 
Tempe is located in central Arizona in the East Valley section of metropolitan Phoenix. With a 
population of about 161,719, it is the eighth largest city in Arizona. Roughly 3,075, three- and four-
year-olds live in Tempe. Two school districts serve elementary students in Tempe: Tempe Elementary 
and Kyrene. There are high levels of poverty throughout Tempe, as demonstrated by the fact that 
75% of children in the Tempe Elementary School district and 41% of the children in the Kyrene 
school district qualify for free or reduced-price school lunch, meaning they earn less than $44,955 for 
a family of four.  
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Tempe is eager to improve the lives and futures of the more than 50% of children not meeting 
reading benchmarks at kindergarten entry as well as those underperforming in third grade. This would 
help to expand the city’s skilled workforce and economy. Currently, 64% of children are not reaching 
reading benchmarks upon entry to kindergarten on the DIBELS Next assessment tool, and 58% of 
children are not meeting the benchmark on the AzMERIT Reading/Language Arts Assessment in 
third grade. 
 

PRESCHOOL IN TEMPE 
Preschool in Tempe is provided through the public school system, private centers (nonprofit and for-
profit), and family child-care homes. Approximately one-third of the three- and four-year-olds in 
Tempe are enrolled in preschool. An estimated 60% of children are in home-based (kith and kin)1 
childcare settings. In 2006, Arizona voters passed a citizens’ initiative that funds high-quality early 
childhood development and health. This created a new state board known as First Things First (FTF). 
Quality First is one of FTF’s signature programs and was established in response to the effort to 
improve quality and promote school readiness.2 Quality First is a voluntary QRIS for providers of 
center-based or home-based early care and education. The Quality First Rating Scale, which measure 
quality on a 5-star scale, incorporates evidence-based predictors that lead to positive child outcomes. 
Quality First is based on Smart Start, the QRIS system in North Carolina.  
 
There are few opportunities for publicly funded early childhood programs within the city of Tempe. 
Quality First provides a limited number of scholarships to centers reaching a level of four or five on 
the QRIS. In addition, Head Start, the public school system, and child care subsidies also fund a 
limited number (278) of preschool seats for low-income children. These funding sources together 
have the capacity to serve a very small number of three- and four-year-olds from the poorest families 
(those whose income is 200% of the federal poverty level or less). Thus, there are hundreds of young 
children in Tempe who could benefit from high-quality preschool 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 PRESCHOOL 
We determined the number of three- and four-year-olds living at or below 200% of the federal 
poverty threshold who do not have access to high-quality preschool: 
 
Eligible'Three+'&'
Four+Year'Old'
Children'in'Tempe'
&'Guadalupe'

Current'
Financially'
Sponsored'
Seats'

Children'Not'
Served'

Number'of'New'
Financially'
Sponsored'
Seats'Needed'
(assuming!60%!
take0up!rate)!

Classrooms'Needed'
(18'children'per'
room)'

1,396! 278! 1,118! 671! 38!
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 “Kith and kin” generally refers to an unlicensed type of childcare, such as that provided informally by friends or 
family. 
2 First Things First.(2011). Measuring Quality in Early Childhood Education. Retrieved from 
http://www.azftf.gov/WhoWeAre/Board/Documents/Policy_Brief_Q2.pdf (April 1012) 
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To ensure that children from families with the lowest income can receive high-quality preschool 
education, Tempe would need subsidized preschool for about 671 more three- and four-year-olds. 
This number assumes approximately 60% of eligible children would access high-quality preschool 
through Free PRE (Preschool Resource Expansion) in Tempe.  Based on data from the National 
Household Education Survey in the west of the United States, about 40% of the region’s children 
aged 0 to 5 are served in non-relative care. Since parents are less likely to put children under age three 
in non-relative care, we can assume the number would be higher if we just considered ages three and 
four. In its preschool expansion, Denver reported a 56% take-up rate among four-year-olds a few 
years ago. We feel comfortable using a 60% take-up rate when combining the cultural barriers to 
shifting kids from “kith and kin” care into center-based programs. 
 
 

(value of preschool in Tempe) 
Expanded high-quality preschool, referred to as Free PRE (Preschool Resource Expansion) in 
Tempe, will almost certainly produce benefits that exceed its costs, with measurable benefits to school 
readiness for children. Too few children in Tempe have access to high-quality preschool. Quality First 
is making substantial gains in increasing the level of quality in enrolled centers; however, funding does 
not permit all centers that are interested to enroll in the program. Currently, 15 centers are on the 
waiting list for Quality First with a capacity of approximately 688 seats for three- and four-year-olds. 
In addition, the areas of highest poverty within Tempe also have the fewest high-quality preschools 
available to families.  
 

 

 

OUTCOMES 
Research shows that high-quality preschool programs can improve school readiness, educational 
attainment, labor force earnings, and health. They can also reduce poverty, crime, and welfare costs. 
In considering whether PFS financing may be a feasible way to expand high-quality preschool in 
Tempe, the Institute for Child Success conducted a rigorous review of research of Quality First, 
Smart Start, and other QRIS programs to determine whether Free PRE in Tempe would significantly 
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improve children’s futures. Currently, little data is available regarding the impact that the Quality First 
program has had on the children of Arizona. FTF has been collecting data and conducting research 
on the QRIS system in Arizona, and this will be made available in the spring of 2017.  

 

COSTS AND BENEFITS 
There have been no cost-benefit analyses on high-quality preschool in Tempe or in Arizona 
preschools highly rated by Quality First. Such studies would provide the most direct evidence of the 
cost-benefit analysis of the proposed expansion in Tempe. We examined cost-benefit analyses of 
similar programs to illustrate likely benefits, specifically a review of evidence and benefit-cost analysis 
by the Washington State Institute for Public Policy (WSIPP),3 as well as a publication on the 
economics of early childhood investments from the Executive Office of the President.4 

 
Without a Tempe-specific economic impact report available, it is difficult to quantify a specific ROI; 
however, we believe the range of $2.63-4.20 per dollar invested found in the programs considered by 
WSIPP is a good, conservative estimate. While the programs included in this CBA were not an exact 
match to the model used in Quality First, the diversity of programs included and the robustness of 
WSIPP’s methodology makes these estimates reasonable.  
 
The majority of the benefits seen in these cost-benefit analyses are due to long-term outcomes, 
including reduced crime costs and increased income for participants; short-term education outcomes, 
such as retention and special education, are a much smaller portion of the savings.  
 
In addition, expanding preschool would produce benefits to the local economy that are not included 
in these cost-benefit analyses. With the proposed expansion plan for Free PRE in Tempe, net 
economic growth in Tempe can be expected with the creation of 76 lead teacher positions, 76 
assistant teacher positions, 3 administration positions, and construction to update the school 
buildings. 
 

A FEASIBLE EXPANSION PLAN 
The goal of Free PRE in Tempe is to provide year-round, high-quality preschool for all three- and 
four-year-old children in Tempe living at or below 200% of the poverty level. After this goal is met, a 
subsequent goal would be to increase the number of high-quality preschool seats available to all three- 
and four-year-old Tempe residents, beginning with a sliding fee scale based on income.  
 
Working with our partners, we developed a feasible way of both expanding preschool and increasing 
quality to serve eligible three- and four-year-olds and starting these children on a path to academic 
success.  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3 Washington State Institute for Public Policy. (2014). Early Childhood Education for Low-Income Students: A Review of the 
Evidence and Benefit-Cost Analysis. WSIPP. http://www.wsipp.wa.gov/ReportFile/1547/Wsipp_Early-Childhood-Education-
for-Low-Income-Students-A-Review-of-the-Evidence-and-Benefit-Cost-Analysis_Full-Report.pdf 
!
4 Executive Office of the President. (2014). The economics of early childhood investments. 
https://www.whitehouse.gov/sites/default/files/docs/early_childhood_report1.pdf 
!
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The plan to increase capacity would first add classrooms to existing programs within the city in 
conjunction with our partners. The Tempe Elementary School District would add a total of 26 
classrooms. Eighteen of these would be at Bustoz Elementary School, and eight rooms would be 
added to six additional current elementary schools. Bustoz would become a designated preschool 
center within the city. The City of Tempe Kid Zone program would add three additional rooms to 
two community centers. Additional seats needed beyond those created by these two programs would 
be available in private programs that agreed to the terms of the Free PRE program.  

 
All centers within the Free PRE plan would be expected to be rated at four or five stars. Three-star 
centers would be accepted into the plan with the intent of moving them up to the high quality level. 
High-quality preschool will include the services provided within the Quality First model. There will be 
a few changes to the current Quality First model. To reach the level of quality needed to produce 
desired outcomes, each classroom would be required to have a certified lead teacher or a lead teacher 
currently working toward certification. There would also be one assistant teacher in each classroom. 
The classroom size would be a maximum of 18 children. This would allow a ratio of less than 1:10. In 
addition, all three- and four-year-old children in a Free PRE classroom would be assessed using TS 
GOLD. Funding will be provided to centers to cover the cost of this assessment. 
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(financing preschool 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 upfront costs of expansion. PFS financing involves a partnership in which 
philanthropic funders and private “impact investors”—not governments—often provide the initial 
capital to scale these programs. Service providers, usually nonprofits or public agencies, 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. A 
PFS project also increases accountability for government spending and uses public-private 
partnerships to achieve the state’s goals. It is one tool available for jurisdictions to expand programs 
that can benefit families and children. 
 

PFS-FEASIBLE OUTCOMES 
Increased kindergarten readiness is the only outcome that meets criteria for PFS financing. However, 
because different measurement tools were used in the North Carolina evaluation that provided 
evidence of the impact of Tempe’s preschool model than Tempe is considering using to measure 
outcomes in a PFS contract, we cannot accurately project the change in outcomes likely from 
expanding preschool in Tempe. Thus, unless Tempe can collect enough data to establish baselines 
and project impact using measurement tools that are feasible in Tempe, it will be difficult to set 
payment terms for a PFS contract and persuade investors to put their funds into the program. 
 
In order to consider PFS financing, Tempe could conduct a pilot to establish baselines for TS GOLD 
as the measurement tool. Implementing rigorous data collection and evaluation for several years using 
a well-known, whole-child tool could provide compelling evidence to revisit PFS funding. 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. 
Many Quality First participating preschools are currently using TS GOLD. In addition, this tool is 
required of all centers that receive a Preschool Development Grant.  
 

(conclusion) 
Expanding high-quality preschool to serve all children from families at or below 200% of the federal 
poverty level, investing in the wide range of quality services provided by Quality First, and 
incorporating rigorous data collection would cost approximately $5 million per year for more than 
670 children. 
 
As a PFS project seems unlikely at this time due to the constraints of measurement, a city-funded 
project targeting children at or below 200% of the federal poverty level would be a significant step 
toward Tempe’s goal of free, high-quality preschool for all three- and four-year-olds while collecting 
the data necessary to make a compelling case for new funding in the future – either through PFS or 
another source.  

 



 
!

7 

CONTACT 
For more information, contact Marie Raymond, Education, Families and Youth Development 
Manager at the City of Tempe (marie_raymond @tempe.gov) or Katherine Klem, Director, Policy 
Innovation and Impact at ICS (kklem@instituteforchildsuccess.org). 
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EXPANDING HIGH-QUALITY 
PRESCHOOL TO IMPROVE CHILD 
OUTCOMES: TEMPE PAY FOR SUCCESS 
FEASIBILITY STUDY HIGHLIGHTS
March 2017

This study was conducted by the City of 
Tempe in partnership with 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 Tempe

•First Things First

•Tempe Elementary School District   

•Kid Zone 
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Can Sonoma Use Pay for Success to Expand Preschool?

The Need

High-Quality Preschool as a Solution

Outcomes of High-Quality Preschool

Preschool Expansion Model

Benefits and Costs

Feasibility of Pay for Success Financing

Conclusion



City of Tempe Demographics

161,719 Tempe 
city population

3,075, 3- & 4-
year-olds

33% of children 
ages 0-5 living 

in poverty

Additional 224 
3- & 4-year-olds 

in Guadalupe 
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Poverty In Tempe
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140,0000

• Poverty rates exceed state and 
county averages

• 40% of population at or below 
200% Federal Poverty Level 
($48,600 for a family of 4)

• Free and reduced price lunch:

• 75% of children in the Tempe 
Elementary School District

• 41% of children in Kyrene
District schools in Tempe

20,000 60,000 100,000



How are Tempe Kindergarteners Doing?

6*Data based on schools participating in READY project 2014-
15

Tempe School District, Fall 2016 Kindergarten, DIBELS Next Composite Scores  

64%

36%

KINDERGARTEN READINESS
Below Benchmark Above Benchmark

Nearly two-thirds of children 
are not ready for Kindergarten



The Vision

Provide expanded access to free, 
full-time, high-quality preschool
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Empower families 
to transition out 

of poverty

Expand the local 
economy



Important Outcomes for Tempe
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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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Can Sonoma Use Pay for Success to Expand Preschool?
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High-Quality Preschool = A Solution
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Increased : 
EDUCATIONAL 
ATTAINMENT, SKILLED 
LABOR FORCE, 
EARNINGS, and HEALTH

Reduced: CRIME, 
POVERTY, WELFARE 
USE, and EDUCATION  
& HEALTHCARE COSTS



Quality First
Quality Rating and Improvement System

Signature program of First Things First

Partners with Arizona child care & preschool 
providers to improve quality of early learning

Rating system based on North Carolina’s 
evidence-based SmartStart QRIS
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Key Components of Quality First 
High-Quality Rating
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Teachers with 
Bachelor’s 
Degrees

Learning Goals 
tied to K-12 
Standards

Low 
Child/Staff 

Ratios

Small Class 
Size



Not Enough Children in Poverty
Attend High-Quality Preschool

1,396 

278

-

200 

400 

600 

800 

1,000 

1,200 

1,400 

1,600 

3- & 4-Year Old Tempe 
Children in Poverty*

Currently in a Financially 
Sponsored Seat

1,118
Not Served
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*Including Guadalupe
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INCREASED :
• Scores on Kindergarten readiness 

assessments as measured by TS 
GOLD*

• Third grade reading scores
• High school graduation rates
• Earnings

REDUCED:
• Special education
• Need for social services
• Crime
• Poverty rate

*Eligible for PFS

Outcomes Found in Research



Conclusion from Analysis of Research

We are confident that      
high-rated preschool improves 

outcomes for children
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Can Sonoma Use Pay for Success to Expand Preschool?
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High-Quality Preschool as a Solution
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Benefits and Costs

Feasibility of Pay for Success Financing

Conclusion



Proposal to Expand High-Quality Preschool:  
Free PRE in Tempe

Preschool Resource Expansion

• Target families up to 200% federal poverty level

• Make year-round, high-quality preschool available 
to these families

• Potential Partners for Expansion
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Tempe Elementary 
School District #3

Kyrene School 
District

City of Tempe –
Kid Zone

Tempe Union High 
School District

Quality First



Additional Capacity Needed

Eligible Families/
Children

Current 
Financially 

Sponsored Seats

Low-Income 
Children Not 

Served

Number of New 
Financially

Sponsored High-
Quality Seats 

Needed

1,396* 278 1,118 671**
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The 
Unmet 
Need

*Tempe & Guadalupe
**Calculated using a 60% take-up rate

To make high-quality preschool available to 
children in poverty



Current High-Quality Preschool in Tempe
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Tempe Guadalupe
Current High-
Quality 
Preschools

• Holdeman*
• Next Horizons
• Carminati*

• Frank*

These locations cannot currently accommodate 
additional children in full-day programs. 

*Tempe Elementary School District Preschool Program



Possible Expansion Locations and Partners
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Current 
Preschool 
Locations 

Existing 
Buildings 
Without 
Preschool

Total New 
Full-Day Seats

Tempe 
Elementary 
School

8 additional 
classrooms 
(within 6 current
schools)

18 new 
classrooms 
(Bustoz)

468

Kid Zone 3 additional 
classrooms  
(within 2 current 
locations)

54

The city could work with Kyrene Elementary School District and Tempe 
Union High School District as well as private providers to increase capacity by 
149 children (9 classrooms) to serve the 671 children in need.

522 high-quality, full-time preschool seats
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Can Sonoma Use Pay for Success to Expand Preschool?

The Need

High-Quality Preschool as a Solution

Outcomes of High-Quality Preschool

Preschool Expansion Model

Benefits and Costs

Feasibility of Pay for Success Financing

Conclusion



Cost of Expansion – 38 New High-Quality Classrooms
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12-Month Program

Initial Year Ongoing Annual Cost

Operational Cost of 
Classroom

$4,560,000
($120,000 per room) $4,560,000

Start Up Cost (incl. 
structural changes to
19 rooms)

$802,000 $0

Teaching Strategies 
Gold

$22,000
($15,200 – training costs
$6,800 – child costs)

$6,800 

City Free PRE 
Admin. Staff (3) $251,176 $251,176

Quality First $197,500 $197,500

TOTAL $5,832,676 $5,015,476



Benefits of High-Quality Preschool 
Exceed Costs
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• $4.20 Return for 
every dollar invested

State & 
District 

Preschool 
Programs

• $2.63 return for 
every dollar investedHead Start

Washington+State+Institute+for+Public+Policy.+(2014).+Early&Childhood&Education&for&Low3Income&Students:&A&Review&of&
the&Evidence&and&Benefit3Cost&Analysis.



Local Economic Benefits 
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Net economic 
growth in Tempe

Jobs created 
elsewhere in 
county economy

Increase in wages 
for parents

• 38 new head teachers
• 38 new assistant teachers
• 3 administrative positions
• Construction to update 

schools

New jobs 
created

• Parents with consistent, 
high-quality childcare can 
increase work or school 
hours

Increased 
work

hours for 
parents



Expanding High-Quality Preschool in Tempe: 
Conclusion
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Tempe's Free PRE plan would improve child 
outcomes and local economy

Service providers can expand to serve the 
neediest families

Benefits of preschool expansion exceed costs
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Can Tempe Fund High-Quality Preschool 
Expansion Through Pay for Success?
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City of Tempe was competitively 
selected to receive federally funded 
technical assistance from Institute for 
Child Success 

10-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, 
who can get a modest return on 

investment

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. 1

It must truly be an OUTCOME.2

The outcome must occur in a TIMEFRAME that 
investors will accept.  3



Outcome Suitable for Pay for Success

High-Quality Preschool Outcome
Increased Kindergarten Readiness
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Based on research and data assessment, one outcome 
meets the criteria for Pay for Success financing.



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

and



Challenges in Measuring and Projecting Impact

No studies have been done on Quality First’s 
impact so we used North Carolina’s Smart Start 
as a proxy to determine outcomes

Smart Start uses Peabody Picture Vocabulary 
Test (PPVT) and Woodcock Johnson (WJ) 
assessments; Quality First uses TS Gold

PPVT/WJ do not measure across domains like 
the TS GOLD; we cannot quantify the impact on 
TS GOLD using Smart Start outcomes

TS GOLD would need to be used for 4-5 years 
to establish baseline data before considering PFS 
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Conclusion on PFS Feasibility

After data collection/analysis period of 5 years, Pay For 
Success may be feasible to fund further expansion

If Tempe funded preschool expansion for the 671 neediest 
children while measuring quality and outcomes via TS Gold, 

children, families, the community & the economy would benefit

Pay for Success is not currently feasible to finance high-quality 
preschool expansion in Tempe
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Consider government 
support for Free PRE in 
Tempe with the expectation 
of strong economic benefits 
to the community.

For the proposed expansion,          
the initial year cost is $5.8 million 
and the ongoing annual cost is       
$5 million.

Path Forward in Tempe
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For more information on Free PRE in Tempe, contact:
Marie Raymond
Education, Families & Youth Development Manager,            
Human Services, City of Tempe
marie_raymond@tempe.gov

For information about Pay for Success financing, contact the 
Institute for Child Success:
http://pfs.instituteforchildsuccess.org/
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