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Preface

The number of working parents—including single-parent families and families with both parents employed—is climbing, creating an ever-growing need for quality child care. That need is creating a tremendous entrepreneurial opportunity for people who love children and want to build a business caring for them.

Child-care services range from small homebased operations to large commercial centers and can be started with an investment of as little as a few hundred dollars. You can stay very small, essentially just creating a job for yourself, or you can grow into a substantial enterprise with potentially millions of dollars a year in revenue.

You also have a tremendous amount of flexibility when it comes to the exact services you choose to offer. For example, you may limit your clientele to children in certain age groups or tailor your operating hours to meet the needs of a particular market segment. You may or may not want to provide transportation between your center and the children’s homes and/or schools. You may want to take the children on field trips. As an alternative to child care, you may want to consider a business that focuses solely on providing transportation for children.

Of course, the basic work you will be doing—caring for someone else’s children—bears a tremendous amount of responsibility and requires a serious commitment. When the children are in your custody, you are responsible for their safety and well-being. You will also play a key role in their overall development and may well be someone they’ll remember their entire lives.

Regardless of the particular type of child-care service you want to start, this book will tell you how to do it. We’ll start with an overview of the industry, look at the specific services you’ll want to consider offering, and then go through the step-by-step process of setting up and running your new venture. You’ll learn about basic requirements and startup costs, day-to-day operations, and what to do when things don’t go according to plan. We’ll discuss how to find, hire, and keep good employees in an industry notorious for low pay and high turnover. You’ll gain a solid understanding of the sales and marketing process, as well as how to track and manage the financial side of your business. Throughout the book, you will hear from child-care and child transportation business operators who have built successful companies and are eager to share what they learned in the process.

You will also need skills and knowledge to develop the content of a child-care program. This book is intended to provide both basic business information and specific design and operational material for the establishment and running of a child-care facility. You or your program director should have a background or familiarity with young children and their educational and developmental needs, and should look to other resources for program assistance.

Running a child-care center requires more than keeping the kids entertained. There must be a comprehensive philosophy and a concrete plan to implement it. Parents will expect your program to enrich their children as well as provide care. If you lack a strong background in educating children, consider taking a few college level courses in child development, education, and child psychology.

At various points in this book, scholastic terms such as “classroom” and “teacher” are used. A preschool license is different from a child-care center’s license, and the curriculum concerns for a preschool are greater. However, child-care centers that stress an educational and enriching environment often adopt such terms to help parents understand that they are leaving their children in something more than a baby-sitting center. Child-care centers often divide children into groups by age and commonly refer to these groups as classes and the adults supervising them as teachers. This is neither inaccurate nor misleading if your child-care center is indeed geared toward fostering child development. However, we want to make it clear that this book discusses child-care centers, not preschools.

Whether you plan to start a small, family child-care center in your home or a large center at a commercial site, we recommend that you read every chapter in this book, because most of the information applies to all sizes and types of centers. We’d also like to suggest that you enjoy some peace and quiet now—as you read, study, and plan. Once your child-care center is up and running, your life will be full of the special noise and chaos—along with the intense satisfaction and rewards—that only happy children can create.


CHAPTER

1

Introduction

One of the biggest challenges facing working American parents today is caring for their children. While the traditional family model of husband as wage-earner and wife as homemaker, America’s family landscape now populated with a wide range of models, including single parents and married or non-married couples with children with both parents working. As the number of working parents in America rises, so will the demand for child care. Consider these statistics from the Urban Institute: Most infants and toddlers (73 percent) of employed mothers are in non-parental child care. Nearly 5 million children younger than age 3 are in the care of someone other than their parents an average of 25 hours each week. Of the 6.7 million children under age 3 with working mothers, 22 percent are in child-care centers, 17 percent are in family child-care settings, 7 percent are cared for by babysitters or nannies, 27 percent are in the care of relatives, and 27 percent are cared for by a parent. According to the Federal Interagency Forum on Child and Family Statistics, nearly two-thirds of children ages 0 to 6 who are not yet in kindergarten (about 12 million children) receive some form of non-parental child care on a regular basis. Nearly half of children in kindergarten through third grade and more than half of those in fourth through eighth grade receive some non-parental child care.
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Take yourself and your business seriously. A child-care service is more than a glorified babysitter; it’s a serious business providing an important service, and it’s capable of generating a substantial income.




 



Another issue that has an impact on child-care issues is the 24-hour global market. Occupations with a high number of employees working nights and weekends—such as janitorial, hospitality, customer service, and technical support—are experiencing substantial growth, and workers in these fields are finding obtaining quality child care an even greater challenge than their 9-to-5 counterparts.

For many working parents, there is no single solution to their child-care needs. More than a third use more than one option, such as day-care centers part of the time and friends, neighbors, or relatives on other occasions.

In addition to child care, parents also need transportation for their children. Kids who are too young to drive or take public transportation without supervision still need to get back and forth to school, as well as to places after school, whether it’s to games, museums, libraries, music lessons, doctor’s appointments, or whatever. But most parents can’t leave their offices to take their children to these activities, so they’re turning to transportation companies that specialize in schlepping children.

All this means opportunity for you. But before you take the leap into your own business, learn how others did it.

How Did They Start?
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The successful child-care and child transportation service business owners interviewed for this book got their starts in a variety of ways.

A dare propelled Lois Mitten Rosenberry of Toledo, Ohio, into the child-care business. In 1982, through an internal political shake-up, she lost her job as the director of a church day-care center. She had two young children of her own, and if she got a job in a different field, she would need child care for her daughters. When she looked around at the child-care options available to her, she didn’t like what she saw. And in the meantime, a number of parents of the children from the church center were asking her to open her own facility.

The idea was appealing, but, she felt, economically out of the question. Her husband got laid off shortly after she left the day-care center, and the only job he was able to find didn’t pay enough to support the family, much less provide startup capital for a new business. “Financially, we were absolutely at the end,” she recalls. “My parents were making our house payment and giving us money for our living expenses, we qualified for the home energy assistance program, and our older daughter was on the free lunch program at school.”

Mitten Rosenberry decided to ask her parents for a loan to open a child-care center. They agreed, but then she found out she was pregnant, and her parents withdrew their financial support for the business, saying her place was at home with her children. She argued, pointing out that running a child-care center was an excellent job for a working mother, but her parents were adamant. They would continue to help with living expenses, but they would not fund her business.

“I pretty much gave up on the idea,” Mitten Rosenberry says. “Then I met with one of the parents who was anxious to get his daughter in our program and told him I couldn’t get the funds. He said, ‘I knew you wouldn’t do it. I knew you’d get cold feet.’ ”

She took it as a dare, reacting at first with anger, then with determination. In 1982, she took out a second mortgage on the family home and was just one month away from the birth of her third child when she opened the first of seven Children’s Discovery Centers in Toledo.

Janet Hale started caring for children in her home in Exeter, California, in 1980, when her own daughter was two. She had been working as a bookkeeper but wanted to be at home with her child. She operated on her own for six years before forming a partnership with a friend who also had a family child-care center. Together, the two women leased a building that had housed a YMCA and opened their first commercial center in Exeter. Eventually, that partnership dissolved (amicably; the partner wanted to move to another state), but Hale continued to operate the commercial center and her own center at home. Soon Hale formed another partnership and bought a second commercial center in nearby Visalia. Three centers were more than Hale could handle, so she closed the one in her home to concentrate on the two commercial operations.

Christine Srabian wanted to stay home with her son. Her sister was running a homebased child-care center at the time, and she thought it was a great way to earn money and be at home. She started in 1992; though her son is now an adult, her child-care business near Baltimore continues to thrive.








stat fact
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According to the Bureau of Labor Statistics, in about 20 million families with school-age children, one or both of the parents are employed. The gap between parents’ work schedules and children’s school schedules is typically 20 to 25 hours a week.




 



Linda Dupie was working for a day-care center and loved her job, but when she saw signs that the business was going to shut down, she began the process of opening her own homebased child-care operation in Fredericksburg. She spent the first half of 2009 going through Virginia’s state licensing procedures and officially opened her doors in July of that year with 11 children.

Doris Tommie was a working mother when she saw the need for children’s transportation in Gainesville, Florida, and saw an entrepreneurial opportunity for herself. When her daughter earned a place on a gymnastics team, Tommie’s job prevented her from getting her daughter to practice. She says, “I thought there had to be other people who had the same problem, so Kids on Wheels was born.”

Who’s Running the Centers?

[image: ]

What are the characteristics of a person who would do well operating a child-care center? Mitten Rosenberry answers, “The person needs to be energetic, business-minded, a competent leader, have a pleasant personality, be professional, be willing to take calculated risks, be a good role model, have strong financial resources, be consistent in expectations of the staff, and be consistent in the delivery of service.”

If you’re going to be running a family child-care center, you should enjoy children. Hale says, “A person who is going to own a child-care center needs to love children, be a people person, have a high tolerance for stress, have good insurance, and have some management skills.”

A child-care business can easily be started in your home with just a few weeks of planning and a modest amount of startup cash. A commercially located center takes a greater investment of time, energy, and money. The size and type of business you choose will depend on your startup resources and goals for the future. Many child-care providers are satisfied with a one-person operation in their home that generates a comfortable income while allowing them to do work they enjoy (and possibly even care for their own children). Others may start at home and eventually move to a commercial site as the business grows. Still others begin in a commercial location and are either content with one site or have plans to expand.

A special note if you’re planning to care for children in your home: Homebased child-care centers are known as family child-care businesses, and they have changed significantly in recent years. As recently as 30 years ago, most providers charged by the hour, and they didn’t get paid if a child didn’t show at the last minute. Fees were the same for children of all ages, and there were few written contracts and no paid holidays or vacations. Even the providers didn’t view their work as a professional service.

Today, family child-care providers are increasingly likely to see their work as a business. They love children and enjoy what they do, but they are taking a more professional approach to how they manage their operations. By reading this book before you open your business, you will be starting off on the right foot, and you won’t face resistance down the road if you try to upgrade your operation and implement new procedures.

Who Is Your Market?
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Prime candidates who need full-time child care are parents with infants to five-year-olds. Parents with children over five are good prospects for after-school care programs. The market segments most likely to use child-care services are dual-income families and single-parent households in most income brackets. A number of government programs help low-income families pay for child care so the adults can stay in the work force.

Within this very broad market is the more narrow group of clients you will serve. Use market research to figure out who these people are and how you can best attract them to your center. Mitten Rosenberry says the primary market at five of her seven locations is parents who are upper-income working professionals; the other two centers serve a number of middle-income families as well as those being subsidized by public funds. Hale says about half her clientele consists of dual-income families, and the other half is single mothers who receive government assistance as they work through programs designed to get them off welfare.

The goal of market research is to identify your market, find out where it is, and develop a strategy to communicate with prospective customers in a way that will convince them to bring their children to you.

When Mitten Rosenberry opened her first center, her demographic research revealed that there were 9,000 children from infant to five years old within a five-mile radius of the site; half the preschool children in the area were in day care of some sort because their mothers (or both parents) worked; and the number of households in the area was expected to double within a decade. Contained in that five-mile radius were six child-care centers serving approximately 800 children.

Srabian’s research was not as sophisticated. She lives in a very large planned community (about 5,000 homes), and the evidence of children needing care was obvious to her. That, and wanting to stay home with her son, prompted her to start her child-care business.








stat fact
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According to research by the Urban Institute, for young children not yet in school, center-based care is the most common primary non-parental arrangement (used by 30 percent of children), followed by relative care (22 percent), family (homebased non-relative) child care (11 percent), and nannies/babysitters (6 percent).




 



Because children’s transportation is a relatively new business segment, many providers are the first in their communities. Study the demographics of the area (available through the Census Bureau) to determine if the market will support your operation. How many children are under the age of 18? How many workers are commuting a half-hour, hour, or more (which means they may not be able to drive their children to school and other activities)? What is the income range of families with children? You need to be sure you’ll have customers and that they can afford your services. Next, study the competition. Call the local public transportation service and see what they offer. Call private schools to see if they have their own transportation and whether or not they use (or will refer to) private companies.

Before 9 and After 5
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A growing market segment for child-care providers is parents who work nontraditional hours, including evenings, nights, and weekends. There are no statistics on the number of child-care centers that operate in the evenings and on the weekends, but experts say supply doesn’t meet demand.

There have been documented cases of workers at round-the-clock manufacturing facilities using their cars as “child care” of last resort. At one food processing plant in western Idaho, young children were put to sleep and left unattended in cars in the plant’s parking lot.

The issue of child care during nonstandard hours is growing in importance due to a number of major trends. The long-term trend toward a service-based economy has led to the operation of more businesses during early mornings, evenings, nights, and weekends. Employers in all sectors are changing their schedules for reasons ranging from increased flexibility to enhanced customer satisfaction to reduced air pollution. A significant percentage of employees working nonstandard hours are women and mothers. Neighbors and grandmothers, the traditional sources of informal child care when the parents are not available, are also less likely to be found at home. They, too, are increasingly in the labor force.
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Maximize your investment in facilities by offering child-care services during nontraditional hours, such as evenings, nights, and weekends.




 



Does this mean you should open a 24-hour child-care facility? Not necessarily. Though the demand is certainly there, many parents needing such a service earn low to moderate incomes and cannot afford to pay a lot for child care. Providers also find that extended hours cut into their own personal time and that it is difficult to recruit and retain staff for nonstandard hours. But if you can figure out a way to overcome the obstacles, offering care during nontraditional hours can provide a valuable service while allowing you to maximize your facility.

First Things First
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Many startup businesses are challenged by a lack of information and resources, but that is not the case for child-care providers. You have a wealth of public and private resources to turn to for advice, support, training, and even funding.

Most communities have child-care resource and referral agencies (R&Rs) that can help you with a variety of issues, such as licensing, setting rates, and even lending you toys and equipment. Once you’re in business, these agencies will also refer families to you for your services. Make finding that agency your first priority after you finish this book. If you are not familiar with the agency nearest you, check with the National Association for Family Child Care for assistance (see Appendix).








stat fact
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The Census Bureau reports that approximately 35 percent of America’s children live with one parent—and when those parents are employed, they need care for their children while they are at work.




 



Your next step is to identify the various government agencies that oversee child-care providers. A good place to start is with your state’s website. In most cases, you will find yourself dealing with multiple agencies with different and sometimes overlapping responsibilities. These agencies will tell you what is required to get your doors open for business. Consolidate their information and create your own startup checklist like the one below.


 




Startup Checklist





Use this checklist (and tailor it to your own needs) to make sure you’ve covered all your bases before starting your business.

              [image: ][image: ]  Type of center. Will you operate from your home or a commercial location?

              [image: ][image: ]  Licensing. What licenses are you required to have and from which agencies? What are the requirements, costs, and lead times?

              [image: ][image: ]  Training and certification. What type of training and/or certification do you need?

              [image: ][image: ]  Market. What are the child-care needs of your community?

              [image: ][image: ]  Location. Choose a site that is appropriate and affordable.

              [image: ][image: ]  Legal requirements. Check on zoning and any other legal issues.

              [image: ][image: ]  Financial issues. Estimate your startup costs and identify the source(s) of your startup funds.

              [image: ][image: ]  Health and safety issues. Plan for accident and illness prevention, and develop emergency procedures.

              [image: ][image: ]  Programs. Develop an appropriate schedule of activities for the children.

              [image: ][image: ]  Equipment. What do you need to adequately equip your center, where will you get it, and how much will it cost?

              [image: ][image: ]  Insurance. What coverage do you need to adequately protect yourself and the children in your care?

              [image: ][image: ]  Staffing. If you plan to hire people, know the required staff-to-child ratios and develop your human resources policies.

              [image: ][image: ]  Links. What community and professional resources are available to you?






Buying an Existing Child-Care Service
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Owning a child-care center doesn’t necessarily require building the company from scratch. You might want to consider buying an existing child-care center, which is how Janet Hale acquired her second commercial center. If the appeal of being in business for yourself is in running the company rather than starting it, this route to business ownership is an option worth investigating. It allows you to bypass all the steps involved in creating a business infrastructure because the original owner has already done that. You can take over an operation that is already generating cash flow—and perhaps even profits. You will have a history on which to build your forecasts and a future that includes an established customer base. And there’s generally less risk involved in buying an existing concern than there is in creating a whole new company.








tip
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If you buy an existing child-care center, include a noncompete clause in your terms of sale. Your new business won’t be worth much if the seller opens a competing operation down the street a few weeks after you take over the old company.




 



Of course, there are drawbacks to buying a business. Though the actual dollar amounts depend on the size and type of business, it often takes more cash to buy an existing business than to start one yourself. When you buy a company’s assets, you usually get stuck with at least some of its liabilities. And it’s highly unlikely that you’ll find an existing business that is precisely the company you would have built on your own. Even so, you just might find that the business you want is currently owned by someone else.

Why do people sell businesses—especially profitable ones? For a variety of reasons. Many entrepreneurs are happiest during the startup and early growth stages of a company; once the business is running smoothly, they get bored and begin looking for something new. Other business owners may grow tired of the responsibility or face health or other personal issues that motivate them to sell their companies. Some of the most successful entrepreneurs go into business with a solid plan for how they’re going to get out of the business when the time comes.

If you decide to shop around for an existing child-care center, look at every service provider in the area that meets your requirements. Just because it isn’t on the market doesn’t mean it isn’t for sale. Use your networking skills to find potential companies; let friends and professional colleagues know what you’re looking for. You might even consider placing a “wanted to buy” classified ad.

Evaluating a Company
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One of the most challenging financial calculations is figuring out what a business is worth. If possible, research the selling price and terms of recently sold child-care centers in your area, and use them as a guide. You may value the company based on its after-tax cash flow or on the value of the company’s assets, if they were liquidated, minus its debts and liabilities. You should call on your financial advisors to assist you with these calculations.

The figures are only part of the equation. Elements that are not as easy to assign a value to include the center’s reputation and the strength of the relationship the current owner has with parents, suppliers, and employees.

Thorough due diligence is an essential part of the acquisition process. This includes reviewing, auditing, and verifying all relevant information regarding the business, so you’ll know exactly what you are buying and from whom. Have your accountant assist you in evaluating the financial statements, your banker help with financing issues, and your attorney guide you in researching the legal aspects of buying the business. And remember that you can walk away from the deal at any point in the negotiation process before a contract is signed.

Outlook for the Future
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Child-care center operators agree the future is bright. The need for services will continue to increase, and the options and opportunities should also expand.

Mitten Rosenberry is seeing an increase in the number of corporations that contact her looking for a center to meet the needs of their employees. While they don’t want to subsidize a center as they may have done in the past, they are willing to make some concessions, such as with the land or building, to get a center in operation near their offices. “There will be more opportunities to move into some business parks, but the enticements will probably not be as big as they were at one time,” she says.








warning
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Do enough research before opening your child-care service so you meet all your state’s legal requirements and are able to operate a quality center. However, don’t get so bogged down in the research process that you don’t get your business open. You’ll never know everything, and if you wait until you do, you’ll never get started.




 



Of course, there will always be challenges. Labor will always be an issue, even during periods of high unemployment. This is definitely a labor-intensive business, but wages are typically not high and it takes a special person to provide the level of performance you need on a consistent basis. Depending on individual market conditions, very small operators may find it tough to compete with larger chains for both employees and customers. And if you build a solid, profitable commercial center, you may find yourself the target of takeover attempts. “I’ve been approached by several companies that wanted to buy me out,” Mitten Rosenberry says. “They figure if they can buy a successful operation, that allows them to immediately pick up another 10 percent in volume and keep on growing.”


CHAPTER

2

Services and Policies

Before you open your doors to the first child, you should decide on the services you will provide and the policies that will guide your operation. To simply say you are going to “take care of children” is woefully inadequate. How many children? What ages? What hours? Will you provide food or ask their parents to? What activities will you offer? What sort of price and payment policies will you have? And the list goes on.

A comprehensive business plan is essential to a smooth-running, successful, and profitable child-care business. Chapter 4 of this book will tell you more about putting together your business plan and integrating the various parts, but the foundation of any child-care operation is its services and policies.

Your first step is to check with the appropriate regulatory agencies to find out what’s involved in providing particular services. For example, each state has its own guidelines for the maximum number of children and maximum number in each age group in a family child-care facility. States also have guidelines regarding the number of caregivers required per number of children in each age group for commercial facilities. There will likely be other requirements and restrictions, depending on the type of facility you run.

Services
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Decide what services to offer based on your own preferences and what your market research says your community needs. Your choices include:

       •    Full-time care during traditional weekday hours

       •    After-school care

       •    Nontraditional hours (very early mornings, evenings, overnight care, weekdays, and/or weekends)

       •    Drop-in or on-demand care, either during traditional or nontraditional hours

       •    Part-time care

       •    Parents’ night out (weekend evening care)

       •    Age-based care

       •    Transportation

Lois Mitten Rosenberry’s centers (Children’s Discovery Center and Discover Express) in Toledo, Ohio, offer full-day child care, generally from 6:30 A.M. to 6 P.M., serving children from six weeks old through kindergarten age. She also has a before-and after-school program for school-age children, as well as a preschool program. Transportation services are limited to occasional field trips and shuttling children between the centers for special programs as necessary.

Linda Dupie runs a before- and after-school care program for children ages 4 to 12. The before-school program runs from 5:30 to 8:30 A.M.; after-school is from 3:30 to 6:30 P.M. She also provides all-day summer care. Christine Srabian’s hours are from 7 A.M. to 5:30 P.M. Monday through Friday. She has youngsters for full days, some before and after school, and some who come just a few days a week.

Kids on Wheels, Doris Tommie’s children’s transportation service, takes kids to and from school and child-care providers, as well as to and from after-school activities and other events—even to doctor’s appointments when the parents are unable to do it themselves.
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Don’t try to do it all at once; keep your service menu simple in the beginning. As you gain experience and confidence, you can add additional services that will expand your business and increase your revenue.




 



Consider offering a “mother’s day out” program to give stay-at-home moms a safe place to leave their youngsters for a few hours each week. Generally, such programs will have greater utilization in more affluent areas. Your program may include three hours in the morning or afternoon two or three days a week. Children in a half-day program do not need lunch, but you may want to feed them a snack. If you offer after-school care, you can balance your workload by offering a “mother’s day out” program in the morning. You might also want to offer a parents’ night out once in a while, so that the parents of the youngsters you care for can have an evening out knowing their children are in a familiar, safe place with a caregiver they know and trust.

Policies
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It’s important that you think through your policies completely before you open for business. Give each parent a copy of your policies as part of their contract, and have them sign an acknowledgment that they’ve read, understand, and agree to abide by your rules. There is less chance for misunderstanding if the information is clearly stated and agreed to by parents. Your policies and contract do not have to be written in formal, legal language; in fact, it’s better if they are written in everyday terms that are easily understood.

As you develop and communicate your policies, remember that you are a professional and deserve to be treated with respect and consideration.

Confidentiality and Access to Records

Establish policies and procedures covering the exchange of information among parents, your staff, and other professionals or agencies that are involved with the child and family before the child enters your care, during the time you are caring for the child, and after the child leaves.


 




Information, Please

Caring for a child adequately means you need to have a certain amount of personal information about that child and his or her family. When you need to ask for personal information, begin by explaining to the parent why you need it and how you’re going to use it.

For example, you may need to know something about the parents’ religious beliefs to respond appropriately to a question or comment the child makes during the day. Or a child may be worried about something that is going on at home; if you have an understanding of the situation, you’ll be in a better position to help the child deal with his or her feelings and fears.
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