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FINANCING APPROACHES FOR 

 LOCAL AND STATE EARLY CHILDHOOD SYSTEMS 

 

 

 

 

 

Overview 

 

This document highlights examples of federal and other national efforts, state level finance strategies and 

local and community-based initiatives to fund comprehensive and sustained early childhood systems that 

help accelerate progress to results. It is intended to be illustrative of key financing mechanisms and not a 

comprehensive resource. The document is organized around five financing strategies and reflects the 

efforts underway by a number of partner organizations in this field. The five strategies referenced in this 

document are: 

 

1. Tax Strategies  

2. Blending and Braiding Funding Streams  

3. Public-Private Collaborations  

4. Pay for Success (PFS) Models and Social Impact Bonds  

5. Leveraging Federal Resources for Innovative Financing Opportunities  

 

Tax Strategies 
 

Kent County, Michigan: Potential millage tax to fund early childhood services 

First Steps Kent, a public-private partnership aimed at strengthening and coordinating early childhood 

services in Kent County, Michigan, is building support for an early childhood millage tax. Although there 

is growing support for this tax, First Steps Kent has decided to wait until November 2018 to propose this 

initiative to ensure statewide support and prevent competition with other proposed millage taxes.1 2 

 

Philadelphia, Pennsylvania: Beverage tax to fund pre-k 

In June 2016, the city of Philadelphia became one of the first major cities to pass a tax on sweetened 

beverages. Revenue from the beverage tax funds PHIL-pre-k, an early childhood education program, as 

well as recreation centers, libraries, and afterschool programs.3 

 

San Antonio, Texas: Sales tax to fund quality pre-k programs  
Pre-K for SA—also known as Pre-k for San Antonio— is a free, full-day high quality prekindergarten 

program for four-year olds living in the city of San Antonio. The program was established after a city-

wide task force identified the most effective method for improving the quality of education in San 

Antonio. It is funded by a 1/8 cent sales tax. 4 5 

 

The State of Arizona: Tobacco tax to fund regional partnership councils focused on children 

In Arizona, First Things First established 31 regional partnership councils to allocate resources, focused 

on children birth through age 5. It is currently funded by a voter-enacted tax on tobacco products. The 

amount of money allocated to each regional partnership council is based on the number of children birth 

through age 5 in their community, with additional consideration given for children living in poverty.6  

Examples of Financing Strategies 
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The State of California: Tobacco tax to fund early childhood commissions 
Funded by the tobacco tax, the state First 5 Commission, along with county First 5 Commissions, support 

early childhood development programs that emphasize child health, parent education, child care, and 

other services for children prenatal through age 5. First 5 California was established through a voter 

approved initiative in 1988 to oversee the expenditures of tobacco tax revenues in the State of California.7 

 

The State of Florida: Special taxing districts to fund early intervention programs  

The Children's Services Council (CSC) is a special district created by county ordinance and approved by 

voters, to fund early intervention programs and invest in preventative early childhood services. Florida is 

the only state where a community has legal authority to create a special district with taxing authority 

solely dedicated to child and family well-being.8 

 

Blending & Braiding Funding Streams 
 

Working across agencies to fund inclusive special education services  

The Early Childhood Technical Assistance Center (ECTA) has developed collaborative strategies, sample 

interagency agreements, planning tools, and funding sources to help communities provide inclusive 

preschool special education services for children with disabilities.9  

 

Aligning child health, early learning, and parenting hubs to promote better outcomes for young 

children 

In the State of Oregon, coordinated care organizations (CCOs) manage resources for people who receive 

health care coverage under the Oregon Health Medicaid Plan. They are focused on prevention and chronic 

conditions, primarily aimed at reducing unnecessary emergency room visits. There are currently 16 CCOs 

across the state. The Early Learning Alliance is another state-organized and funded hub focused on early 

childhood supports and services.10 In many regions of the state, the CCOs have aligned with the early 

learning alliance and parenting hubs are working together to promote early childhood development.  

 

Blending and leveraging funding streams to finance early childhood systems 

In its work on early childhood financing, BUILD focuses on identifying opportunities for blending and 

leveraging funding streams, shared services alliances, and financing early learning and paid family 

leave.11 

 

Using Medicaid and Title IV-E dollars to fund parent programs  

The State of Washington’s Positive Parenting Program (Triple P) is a parent training program designed to 

increase parenting skills, improve parent-child relationships, and reduce child behavioral problems. These 

are offered in home, community, or clinic-based sessions for children ages two to sixteen. The program is 

funded by both Medicaid and title IV-E dollars.12  

 

Public-private Collaborations 
 

The Vermont Permanent Fund: Advocating for healthy childhood development  

The Permanent Fund for Vermont’s Children, a non-profit working for universal access to high quality 

and affordable early care and education for children in Vermont, has led creative work on early childhood 

financing. Through strong messaging, VT Permanent Fund advocates around the importance of full and 

healthy development in the early years. 13 In a recent report, Vermont Permanent Fund highlights the long 

term economic benefits in investing in high quality early childhood programs.14   

 

Get Georgia Reading: Working with the Campaign for Grade Level Reading  

Get Georgia Reading, one of the statewide coalitions of the Campaign for Grade Level Reading, is 
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working to create the conditions that allow every child in Georgia to become a proficient reader by the 

end of third grade.15 It is a public-private collaboration of stakeholders from state public health, mental 

health, disability, and Medicaid agencies from across the state of Georgia. A managed care organization 

in Georgia known as AmeriGroup, is helping to spearhead, with Get Georgia Reading, a working group 

that is dedicated to increasing the early childhood related services funded by state Medicaid.  

 

Bringing together private and public funds to promote children’s development 

Purpose Built Communities highlights wellness strategies for Atlanta residents and is funded by public 

and private funds. Following the initiation of this model in the East Lake neighborhood of Atlanta, 

Purpose Build Communities is making an effort to replicate it widely across the country. The East Lake 

Initiative, parts of which focus on the cradle to college education pipeline and wellness, was propelled by 

the Cousins Foundations.16 

 

Investing in early childhood care and education as a key part of community development 
The Low Income Investment Fund (LIIF) promotes community-building initiatives to create pathways for 

opportunity for low-income people. Among its initiatives, LIIF has designed tools for facility planning, 

including financing strategies for child care by connecting housing, community development, early care, 

and early learning sectors. LIIF primarily finds capital investments to generate for community 

development initiatives.17 

Pay for Success (PFS) Models and Social Impact Bonds (SIBs) 

 

PFS + ECE: Providing pay for success-early childhood education toolkit 

The Urban Institute’s Pay for Success Early Childhood Education Toolkit provides a roadmap for 

stakeholders to scale high-quality, evidence-based early childhood education (ECE) programs in their 

communities.18 

 

Outlining the ways PFS can be used to make early childhood systems more effective 

The Institute for Child Success (ICS) provides resources and issue briefs on PSF and its potential to make 

early childhood systems more effective.19 Among its resources, the report entitled Pay for Success in the 

US- Summaries of Financed Projects—outlines the parties, finances, evaluation, timeframe, and expected 

impact for Pay for Success transactions that have been implemented in the United States up until April of 

2016.20  

 

Providing methods for using PFS to fund early childhood systems 

The federally supported organization Nonprofit Finance Fund (NFF) provides assistance regarding the use 

of PFS. NFF has led sector-wide PFS education, outreach and convening efforts in close collaboration 

with multiple stakeholders. Through these collaborations and NFF’s pay for success learning hub—

known as payforsuccess.org—NFF hopes to facilitate a dialogue on the challenges and opportunities that 

PFS presents for all in the social sector.21  

 

Using PFS to fund the nurse-family partnership project  

The State of South Carolina is using a pay-for-success model to expand home vising statewide using the 

Nurse-Family Partnership Project, which focuses on improving health outcomes for low-income first-time 

mothers and their children. 22
 

 

Using PFS to fund family-based substance use recovery  

The State of Connecticut’s Family Stability Project is expanding family-based recovery for families with 

young children at risk for abuse and neglect as well as removal from home, due to parental substance use. 

It is funded through a PSF model.23   
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Using SIBs to expand available resources for early childhood education  

A report by CLASP entitled Social Impact Bonds: Overview and Consideration discusses the 

opportunities and challenges to using SIBs to expand available funding resources for early childhood 

programs. 24 25 

 

Using social impact financing to fund early care and education programming 

In a white paper entitled Innovative Financing for Early Childhood Education, Save the Children Action 

Network (SCAN) outlines a toolbox of federal solutions for financing early childhood education.26 One of 

the major recommendations is directing more private dollars into early care and education through 

bipartisan pay-for-performance legislation. SCAN considers this an efficient funding method because of 

its potential to support early intervention services for children, as well as other projects that produce 

measurable, clearly defined outcomes. In a separate paper, SCAN highlights innovative local and state 

level financing opportunities. 27   

 

Using SIBs to expand access to high quality preschool opportunities  

In order to expand access to high quality preschool opportunities for children from low-income families, 

Salt Lake County, Utah launched the Utah High Quality Preschool Program in 2013 using a social impact 

bond model. Both the State of Utah and the United Way of Salt Lake and Salt Lake County are lead 

partners in this initiative. The Granite School District and Guadalupe School provide a high impact 

curriculum and half-day preschool programs. The principal investors are Goldman Sachs and the J.B. & 

M.K. Pritzker Family Foundation, who together, invested 7 million dollars in return for a results-based 

payout.28 29  

 

Leveraging Federal Resources for Innovative Financing Opportunities 
 

Medicaid financing to improve child health trajectories 

The paper entitled, Young Child Primary Pediatric Practice Transformation - Medicaid Financing to 

Improve Child Health Trajectories, details the different ways that Medicaid can cover more preventive, 

developmental, and ecological services—ones that meet the Medicaid and EPSDT definitions for 

providing care but extend to responding to social as well as bio-medical determinants of health.30 

 

Using Medicaid to fund early childhood mental health services 

National Center for Children in Poverty (NCCP) released a brief that examines states’ use of Medicaid as 

a key source of funding for early childhood mental health services, entitled Using Medicaid to Help 

Young Children and Parents Access Mental Health Services. 31 The brief outlines the results of a 50-state 

survey that collected information from state administrators about Medicaid coverage of mental health 

services for children from birth to age 6. 

 

Using Medicaid to finance home visiting services 

Johnson Group Consulting, in an article entitled Using Medicaid to Finance Home Visiting Services: A 

Checklist for State Decision Makers, outlines the ways in which Medicaid can be used to finance home 

visiting programs. A number of similar approaches and mechanisms are also highlighted in an issue brief 

by the National Academy for State Health Policy and the Pew Center on the States.32  

 

Using Medicaid to fund social services 

Manatt Health, supported by NYSHealth and Milbank Memorial Fund, created an issue brief as a 

practical guide for policymakers who want to know when and how states can use Medicaid to facilitate 

access to social services. Medicaid Coverage of Social Interventions: A Road Map for States outlines 

opportunities for state Medicaid programs to integrate social interventions into their coverage, payment, 

and delivery models.33  
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Using the Medicaid Free Care Rule to access Medicaid funds in non-traditional settings 

The Medicaid Free Care rule declared states ineligible to receive federal Medicaid funds to provide any 

services that were ordinarily provided for free to the community at large. Following the repeal of this rule 

in 2014, HHS announced that Medicaid reimbursement is available for services that are free to the 

community, as long as other Medicaid requirements are met. Some of these resources can be used by non-

traditional providers and in non-traditional sectors.34  

 

 

Using a federal Medicaid match to fund statewide early childhood infrastructure 

Help Me Grow Iowa operates through the 1st Five Healthy Mental Development Initiative, which aims to 

coordinate the statewide early childhood infrastructure, covering 65 of Iowa’s 99 counties. The 1st Five 

model supports health providers in early detection of social-emotional and developmental delays as well 

as helping to coordinate interventions and follow-ups. It is funded through a federal Medicaid match for 

infrastructure building activities.35  

 

Using a Medicaid 1115 waiver to fund community health workers  

Through a Medicaid 1115 Waiver, Centennial Care leverages contracts with MCOs to support the use of 

community health workers in servicing Medicaid enrollees. The salaries and service costs are MCO 

administrative costs and are embedded in capitated rates paid to Medicaid MCOs.36  

 

Using the hospital community benefits program to respond to community health needs  

Hilltop Institute, a health research organization at University of Maryland, Baltimore County (UMBC) is 

a central resource providing assistance on the Hospital Community Benefit Program (HCBP). It was 

created for state and local policymakers to ensure that tax-exempt hospital community benefit activities 

are responsive to pressing community health needs.37 

 
Utilizing the community needs assessment to use hospital community benefit funds for early childhood  

Arkansas Children’s Hospital recently included questions about early childhood in the community needs 

assessment it undertook to help determine how to allocate its hospital community benefit resources. 38 

 
Harnessing TANF funds for increased family supports 

Among other areas, CLASP is making the case for providing a more meaningful package of supports for 

families with young children under TANF. TANF provides considerable flexibility to states to provide 

needed services, but the flexibility in practice often results in more activities competing for the same 

funds.39  

 

Using federal food programs to strengthen participation in other child food programs 

The Child and Adult Care Food Program (CACFP) helps child and adult care institutions provide 

nutritious foods that contribute to the wellness of young children and older adults. CACFP can potentially 

strengthen support for far more child care providers and provide meals for many more low-income 

children. Participation in SNAP (Food Stamps) and WIC can trigger participation for children in CACFP 

as well as in other federally supported food programs.40  

 

Using the resources from the Every Student Succeeds Act (ESSA) to support early childhood 

ESSA was signed into law in December of 2015 to, among other things, help support early childhood 

education and the conditions of health in schools across the country, specifically through funding school 

improvement, climate and safety, professional development, and well-rounded education programs.41 The 

Department of Education has recently released a new application for states to use in developing their 

accountability plans for the ESSA.42  
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Resources on Early Childhood Finance 
 

Alliance for Early Childhood Finance 

Among other resources, Alliance for Early Childhood Finance43 created A Framework for Public Finance 

of New York’s Early Childhood System. 44 In one of Alliance’s many initiatives, it highlights a five-

pronged conceptual framework for public financing of early childhood systems, including 1) defining the 

early childhood system, 2) assessing the workforce and 3) infrastructure; and 4) assuring quality 

assurance and 5) affordability.  

 

Campaign for Grade-Level Reading 

In partnership with the Trust for America’s Health (TFAH), the Campaign for Grade-Level Reading 

(GLR Campaign) is planning a series of regional capacity-building institutes on sustainable financing 

strategies, principally Medicaid, to address the health determinants of early school success. 

 

The State of Louisiana: A system of local networks for financing early childhood programs 
The State of Louisiana has multiple publicly-funded early childhood programs including the unified Early 

Childhood System of Local Networks, directed by Act 3 of the 2012 Regular Legislative Session, which 

will be fully implemented in 2015-2016. The networks will expand access to high quality, publicly-

funded early childhood programs to families across Louisiana to ensure more children enter school 

kindergarten ready. The funding strategy of the network of 15 school boards and some nonprofits 

involves braiding funds to support high quality early childhood providers. 45 46 
 

Health Equity and Young Children Collaborative Innovation Network (CoIN) 

The Health Equity and Young Children CoIN is part of a learning collaborative managed by the Child and 

Family Policy Center and the BUILD Initiative. This CoIN was established to assess the state of the child 

health primary care practitioner field in better responding to young children’s social and bio-medical 

determinants of health. 47  
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Maycomb Capital is a pioneering impact investing platform. We provide financing across asset classes 

to fund strategies and enterprises that transform communities.  

At Maycomb, we know that the world’s problems demand patience, creativity and an appreciation for 

complexity. We drive capital toward effective solutions for underserved communities, using data and 

rigorous analysis to guide our decisions. We identify scalable and sustainable paths to positive change, 

tackling entrenched social and economic challenges. By harnessing the scale, expertise and risk 

tolerance of the private sector in service of the public good, we’re demonstrating what’s possible with 

mission-focused, flexible capital.  

Our approach is informed by deep expertise in finance, entrepreneurship and social justice. Co-founders 

Andi Phillips and Liz Luckett, both experienced investors with diverse professional backgrounds, joined 

forces to address market gaps in impact investing. The team’s engaged approach leverages significant 

operational expertise and technical skills across sectors.  

Our flagship funds transform underserved communities in two different - but complementary - ways:  

▪ The Community Outcomes Fund (TCOF) provides outcomes-based (also known as pay-for-

success) financing that match private capital with local priorities, realigning government programs 

with proven solutions to social challenges  

▪ The Social Entrepreneurs Fund (TSEF) makes early-stage equity investments in the most 

promising entrepreneurs, upending traditional business models to create sustainable change  

Alongside our investments, Maycomb aggregates and advances next-level ideas. We’re named for 

Maycomb County, the setting of Harper Lee’s classic novel To Kill a Mockingbird. Lee used Maycomb, a 

fictional district in Depression-era Alabama, as a backdrop for her universal story of the pursuit of justice. 

Her story sparked conversations about equity that still resonate today. Maycomb seeks to continue this 

dialogue, bringing innovative ideas to light through action.  

 











The Community Outcomes Fund (the “Fund”) intends to provide impact investors with the opportunity to 
deploy capital to next-generation public-private partnerships that help direct resources to solving local 
challenges while also having the potential to earn a financial return. An investment in the Fund is expected 
to provide exposure to mainly domestic investments in outcomes-based financings across a variety of 
issue areas and geographies, aiming to scale impactful interventions across the U.S. market.

About the Fund

Outcomes-based financing helps governments better target resources to communities

Governments identify priority 
outcomes, how to measure them 
and only pay for meaningful 
outcomes

Service providers receive 
resources to expand programs 

and funding is aligned with 
community priorities

Investors deploy capital aligned 
with local priorities, have the 
potential to earn double bottom 
line returns and hold stakeholders 
accountable for results

Communities target resources to disadvantaged 
populations and improve local outcomes

How it works in Utah: Improving educational outcomes for at-risk preschoolers1

“We spend hundreds of millions 
of dollars a year on human 
services without clearly defining 
outcomes and how to measure 
them. The funds we committed to 
the early education social impact 
bond consist of the only program 
where we do just that”

Mayor Ben McAdams, 
Salt Lake County, Utah

595 Children attended preschool in the 2013-2014 
school year

110 Children were assessed as highest-risk for 
not staying on track in kindergarten

1 Child utilized special education in kindergarten, 
even after attending high-quality pre-school
In ancillary special education costs is spent per 
pupil each school year  $2,607
In unnecessary special education spending is 
avoided by Utah in the program’s first year$281,550 

The program delivers a targeted curriculum to increase school readiness and academic performance among 
at-risk 3- and 4-year-olds. As a result of entering kindergarten better prepared, it is expected that fewer 
children will use special education and remedial services in kindergarten through 12th grade, which results in 
cost savings for Utah.

1“High Quality Preschool Changes the Odds.” United Way of Salt Lake: http://www.uw.org/our-work/cradle-to-kindergarten/pay-for-success.html

The Fund provides an opportunity to catalyze community impact via outcomes-based financing
Shape the Market: as the 1st U.S. impact fund to solely target outcomes-based financing, the Fund 
expects to accelerate market growth through reducing deal complexity and driving market standardization

þ

Expand the Investor Base: the Fund expects to provide a vehicle for new investors to participate in this 
nascent market

þ

Leverage Subject-Matter Expertise: the Fund is founded by an impact investor who led the 1st outcomes-
based financing in the U.S. and has deployed a significant portion of senior capital in the market to date

þ

Diversify Exposure and Mitigate Risk: the Fund expects to diversify investments across issue areas and 
geographies

þ

THIS SUMMARY HAS BEEN PREPARED SOLELY FOR, AND IS BEING DELIVERED ON A CONFIDENTIAL BASIS TO, 
PROSPECTIVE INVESTORS CONSIDERING THE PURCHASE OF LIMITED PARTNERSHIP INTERESTS IN THE FUND. THIS 
SUMMARY IS SUBJECT TO, AND QUALIFIED IN ITS ENTIRETY BY, THE CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM 
AND THE PARTNERSHIP AGREEMENT OF THE FUND, COPIES OF WHICH WILL BE PROVIDED UPON REQUEST.


