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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

[image: ][image: ]

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?
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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

[image: ]

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.








aha!
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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.




 



The child’s record should be available to the parents for inspection at all times. The exchange of information about the child and family among various service providers can greatly enhance the effectiveness of child and family support; however, it should be accomplished with sensitivity to issues of confidentiality and the need to know. The responsibility for a child’s health and well-being is shared by all those involved in the child’s care: parents, health professionals, and caregivers. You should expect parents to provide you with all necessary and appropriate health information; typically, this will be accomplished by the parents completing certain forms, but it may also require telephone or face-to-face conversations for clarification or additional information. You and your staff should not disclose any material in a child’s record to anyone without the written consent of the parents or legal guardian. Even among your staff, confidential information should be seen by and only discussed with staff who need the information to provide services.

Fees

Deciding how much to charge is discussed in Chapter 5. In terms of policies, however, what’s important when it comes to fees is consistency. It’s not good business practice to charge one person less or to provide free services to someone else—and if you do, chances are the parents will find out and be upset.

Some fee policies you’ll want to consider include:

       •    If a family has more than one child in your center, you might discount the rate for the second child.

       •    You may want to set fees based on age, because younger children require more attention. Along these lines, you may also consider whether or not a child is toilet-trained when deciding what to charge.

       •    Even the most conscientious parents will occasionally be late picking up their child. How will you charge parents for the extra work this causes you?

Hours of Operation

Your hours of operation will be dictated by the type of service you provide, but they should be clearly stated to avoid any misunderstanding.

As part of this policy, you might also indicate what circumstances would cause a special closing. For example, you might consider a policy stating that you will be closed on any day(s) the local public school system closes for an emergency or natural disaster situation.

Holidays

Stipulate the holidays you will close for and whether or not you expect to be paid for those days. You may want to use the holidays observed by major employers in your area as a guide, along with your own culture and customs.

Vacations

If parents expect you to reserve a space in your program during the child’s absence (whether due to vacation or extended illness), they should be required to continue paying for it.

How you handle this depends on the demand for space in your center and the size and nature of your competition. A common arrangement is to discount the regular tuition up to 50 percent for any full week the child misses. Mitten Rosenberry charges half price for the time the child is absent, up to four weeks. “Four weeks is the most we will hold a place, because our expenses go on just the same,” she says. Many providers charge the full fee whether the child attends or not.

As part of your vacation policy, you may want to specify how much advance notice you require when children are going to be taken out of your center for vacations. Such advance notice may allow you to temporarily fill the gap with another child so you can still earn full pay on those days.

Speaking of vacations, what about your own? If you are operating a commercial center or a large, family child-care program, you may have sufficient staff so you can take off for a week without any disruption in service. But if you run a small, family day-care center, taking a vacation may require you to shut down your operation.
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Plan your time off well in advance, especially if you run a family child-care center. Post a schedule at the beginning of the year, letting your customers know when you will be closed for vacation and/or long weekends.




 



Vacations are important, and you need time away from your business to rest, relax, and spend quality time with your own family. Decide how much time off you’re going to take, whether you’re going to shut down or find someone to take over for you, and whether or not you will require parents to pay for the time you are closed. For example, one homebased provider we spoke with takes ten days of vacation a year, and her clients pay half of their regular rate while she’s off. However you handle your vacations, make sure it’s all spelled out in the policy statement you give parents.

Absences

Parents are contracting with you to care for their children during a certain period of time, and your general policy should provide that you be paid for this time whether the child is actually in your facility or not. You may make an exception for planned vacations when you have ample notice (as previously discussed), but in most cases, you should not be expected to sacrifice your income when a child is absent for one or two days during the week, regardless of the reason. After all, most of your expenses will continue whether the child is there or not.

Transportation

Usually, transportation of children between the center and home is the responsibility of the parent or the guardian. Transportation between the center and school is often provided by centers that offer after-school care—vital to many working parents who are unable to pick their children up after school. You may provide transportation on a limited basis for youngsters participating in field trips. For more on offering transportation, either as an adjunct to your child-care service or as an independent business, see Chapter 10.

Chronic Misbehavior and Other Adjustment Issues

Young children all have off days, and even the sweetest child can be an intolerable monster on occasion. Providing care for children requires considerable patience and understanding. However, a child who is a continual disruptive influence should not be tolerated, particularly if the misbehavior involves harm or the risk of harm to other children.
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To be sure parents stay current on any changes in your policies, ask them to sign a new contract periodically, perhaps every six months or at least once a year. The contract should include a copy of your current policies and guidelines, and point out any changes, whether or not those changes affect every child.




 



You need an expulsion policy to allow you to remove disruptive children from your care. Three warnings or reports of misbehavior should be sufficient to allow the parent to instruct the child to behave properly. After that, you may inform the parents that they will have to find child care elsewhere. While you may want to work with the child to help correct a behavior problem, you cannot allow one youngster to directly harm his or her playmates, or to create such a drain on staff time and resources that your other charges are neglected. Spell this out in your policy.

Mitten Rosenberry’s policy on this subject reads: “If a child is unable to adjust to our program, is consistently insubordinate, or has a serious behavioral problem, we reserve the right to suspend or terminate his or her enrollment.”

Care of Sick Children

Generally, most child-care centers do not care for sick children and have policies stating that if a child becomes ill while at the center, he or she must be picked up within a certain amount of time. Some hospitals provide outpatient day care for youngsters too sick to be in school or a child-care center but not sick enough to require hospitalization; check around in your community to see what services are available so you can make referrals if necessary.

You will encounter situations when a child is not sick in terms of having a contagious condition or needing any special care, but he or she requires medication. You need to decide if you will administer medication and what you require from the parents if you do. See “Administering Medication” on page 27.


 




Sick Days

Infections spread quickly among children, so if you notice any symptom of illness, you should immediately separate the child from the other youngsters and contact the parents to have the child picked up. If the child does not respond to you, is having trouble breathing, or is having a convulsion, call 911.

The symptoms that necessitate removing a child from the child-care setting include:

              [image: ][image: ]  Fever and sore throat, rash, vomiting, diarrhea, earache, irritability, or confusion. Fever is defined as having a temperature of 100 degrees taken orally or 102 degrees taken rectally. For children 4 months old or younger, the lower rectal temperature of 101 degrees is considered a fever threshold.

              [image: ][image: ]  Diarrhea (runny, watery, or bloody stools)

              [image: ][image: ]  Vomiting two or more times in a 24-hour period

              [image: ][image: ]  Body rash with fever

              [image: ][image: ]  Sore throat with fever and swollen glands

              [image: ][image: ]  Severe coughing (child gets red or blue in the face or makes a high-pitched whooping sound after coughing)

              [image: ][image: ]  Eye discharge (thick mucous or pus draining from the eye, or pinkeye)

              [image: ][image: ]  Yellowish skin or eyes

              [image: ][image: ]  Irritability, continuous crying, or anything requiring more attention than you can provide without jeopardizing the health and safety of other children in your care






Late Pickup

You should set policies regarding the consequences of failing to pick children up as scheduled. You may charge a fee to compensate you or your staff for the resulting overtime, and that fee might escalate if the parent is habitually late. Chronic late pickups may be sufficient cause to terminate your arrangement. If you feel this way, make it clear in your policy.

If you are a family child-care provider, you may find it necessary to create a similar policy for parents who drop their children off early.

At Gingerbread House, Janet Hale’s policy includes the provision that when a parent is late, she attempts to call the parents, then starts calling the people on the emergency pickup list in the child’s file. The late fee—a flat amount for the first ten minutes and a per minute charge thereafter—must be paid the next day. “We charge a steep fee because our teachers have lives,” she says. “But if we can’t find anybody to pick up the child, we stay here until someone comes.”
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Your policy statement should encourage parents to have a backup source of child care in case you are unavailable (if you are ill or on vacation) or your center is inaccessible for any reason (perhaps due to some sort of physical damage like a flood or fire).




 



Srabian’s policy calls for a payment of $5 for every 15 minutes the parent is late, but she doesn’t always charge it. For example, she understands that parents can get stuck in traffic, so she doesn’t charge under those circumstances. But if the parent has control over the situation and chooses to be late, the charge applies.

Meals

Your program can include complete menu planning and food preparation or require parents to send meals and snacks along with their children each day. A compromise would be to have children bring their own lunches while you provide drinks and snacks. You might also want to consider offering breakfast and/or dinner, depending on your operating hours and the needs of the parents. Your meal policy should include any special information about feeding infants. Chapter 8 discusses equipping your kitchen and food storage and preparation issues.

You should develop a written policy about food brought from home. It should meet the child’s nutritional requirements and should be clearly labeled with the child’s name, the date, and the type of food. The food should be stored at an appropriate temperature until eaten. Food brought from one child’s home should never be fed to another child, and children should not be allowed to share their food.








tip
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Maintain records of the recipes you use when preparing food for the children for at least one year (longer if required by law).






Emergencies

For each child, you should have emergency contact information on file and an emergency consent form that would allow you to take that child to a doctor or hospital in the event of an accident, illness, or any other situation that may require immediate medical attention.

Health Issues

Parents should provide written proof that children are current on their vaccinations. Also, you need to know the details of any health or medical conditions (such as allergies, asthma, diabetes, epilepsy, and sickle cell anemia) that may require immediate action. You should know what happens to the child during a crisis related to the condition, how to prevent such a crisis, how to deal with the crisis, and whether you need training in a particular emergency procedure.








tip
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Review your contract and policies at least once a year to make sure they are still accurate and appropriate for your operation. If you make changes, provide each parent with a copy of the new information, and have them sign a statement saying they have read, understand, and agree to abide by the policy and/or contract changes.




 



Smoking, Alcohol, and Drugs

Have a written policy stating that smoking tobacco (cigars, cigarettes, or pipes) and using or having illegal drugs is prohibited in your facility at all times, and that alcohol use is prohibited when children are in your care.

No children should be exposed to cigarette smoke. Inhaling secondhand cigarette smoke has been linked to respiratory problems in children. Children exposed to smoke are at increased risk of developing bronchitis, pneumonia, and otitis media (infection of the middle ear behind the eardrum) when they get common respiratory infections such as colds. Children with asthma are especially in danger of having their condition worsen when they are exposed to cigarette smoke. Smoking in rooms other than those the children occupy is not a sufficient remedy. Smoke gets into the ventilation system and is distributed throughout the building. Therefore, no smoking should be allowed at any time in any home or building that children occupy.

Release of Children

To ensure the safety and security of the children in your care, you should maintain a log for parents to sign children in and out of your facility. Parents should note the date, time, child’s name, and name of the person dropping off or picking up the child.

You should also maintain a file of the names, addresses, and telephone numbers of persons authorized to pick up each child in your care. It’s a good idea to require those individuals to have a password, even when you know who they are. You should only release a child to a person for whom you have written consent by the custodial parent. Never honor a telephone authorization unless there is prior written consent by the custodial parent on file. Telephone authorization could be falsely provided by a person pretending to be the child’s custodial parent.
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Require each child to bring a clean change of clothes every day so they have something to wear if they become wet or soiled.




 



Contact your local police department for advice on how to avoid releasing a child into an unsafe situation, such as to a parent who appears to be intoxicated (under the influence of drugs or alcohol). Have a written policy and inform all parents/guardians of it when the child is admitted to your care.

Cell Phones

If you are caring for school-age children, there’s an excellent chance at least some of them will have their own cell phones. Set and enforce policies for when and how cell phones are to be used. Dupie says, “In my home, cell phones are only for emergency contact. The phones must stay in the children’s backpacks. If the parents have an emergency, I prefer they contact me so I know what’s going on and I’m better able to help their child handle the situation properly.”

You might also want to set policies for the use of cell phones by parents when they are visiting (for example, if you are a commercial center that encourages parents to drop in for lunch with their kids) or picking up and dropping off children. A recommended policy is to insist that cell phones not be used in your facility at all so that parents can be focused on their children or on anything you may need to communicate with them about while they are there.

Other Policies

Your policy statement or center handbook should cover everything a parent needs to know about how you operate. Some points to consider include:

       •    Your general philosophy about children and what they need.

       •    Minimum and maximum ages for children in your care.

       •    What types of activities you offer.

       •    Restricting what children may bring with them because it’s difficult to keep track of toys from home.

       •    If you handle toilet training, and how.

       •    What you expect of parents.

Admission Procedures

[image: ]

The first step in the admission process is to give the parents and child a guided tour of your facility. This gives you (or your director) an opportunity to sell the advantages of structured play with other youngsters over simple babysitting. As you demonstrate the quality of your center, you will probably find that the exposure to equipment, play areas, and other children will probably excite the new child and parents.


 




Parent Interview Tips

These tips will help you conduct a successful interview when screening parents and children:

              [image: ][image: ]  Allow enough time to go over all the details of your business and philosophy about caring for children.

              [image: ][image: ]  Clearly detail your expectations of parents and ask questions to confirm that they understand.

              [image: ][image: ]  Provide a tour of your home or facility.

              [image: ][image: ]  Don’t rush into signing a contract. Both you and the parents should take sufficient time to consider each other to be sure you are making the right choice.

              [image: ][image: ]  Ask the parents for references from previous caregivers. Ask what sort of problems they’ve had with other providers they have used in the past.




Look for these warning signs:

              [image: ][image: ]  Parents who are unreasonably late for the interview

              [image: ][image: ]  Parents who are uncomfortable talking about their values and expectations

              [image: ][image: ]  Parents who demonstrate a lack of interest in how you will be caring for their child

              [image: ][image: ]  Parents who show signs of inflexibility and unwillingness to compromise

              [image: ][image: ]  Parents who treat you with a lack of respect

              [image: ][image: ]  Any other signs that indicate caring for the child would be unreasonably difficult




 



You’ll need to find out what days and hours the parents need services, and if you have a space available for the child. You might also inquire about previous child-care arrangements and find out why the parents are seeking care. At the conclusion of the tour, provide the parents with printed materials, such as a brochure on the center and your policies.

If you are a family child-care center, an in-person interview with the parents and child is especially important because the child will be spending a substantial portion of his or her waking hours in your home. If for any reason you feel like it won’t work out, be honest—but tactful—and tell the parents. After all, it’s your home and your business, and you have a right to decide who you’ll care for. You may want to accept children on a trial basis of two to four weeks, with the understanding that both you and the parents have the right to terminate your services for any reason.

A written contract outlining the services you are providing, the fee amount and payment terms, and your policies should be completed and signed by both you and the parents before the child’s first day. You should also insist that all enrollment forms be completed before the child is admitted.

Safety Standards and Policies
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The issue of safety is an integral part of everything you do in the operation of your child-care center, and safety-related issues are mentioned throughout this book. This section will include issues and concerns not discussed elsewhere.

       •    Inspections. All licensed child-care centers are subject to occasional inspection. When any deficiencies are identified during an inspection or review by a licensing agency, funding agency, accreditation organization, or other regulatory department, you should develop a written plan for the resolution. The plan should include a description of the problem, proposed timeline for the resolution, designation of responsibility for correcting the deficiency, and a description of the successful resolution of the problem.

                   Simple problems that can be immediately corrected do not require extensive documentation. For these, a brief notation that the problem was identified and corrected is sufficient. But documentation is still necessary, so that recurring problems can be addressed by a more lasting solution.

       •    Fire safety. Fire extinguishers should be inspected on a monthly basis, and a record of such inspections and any maintenance kept on file. Regular evacuation drills should be held and records of such events kept on file.

       •    Food and nutrition. You should maintain records covering your nutrition services budget, expenditures for food, numbers and types of meals served daily, and inspection reports made by health authorities. Retain this information for at least one year or the length of time required by your state.

       •    Health department reporting requirements. Certain diseases or conditions among your staff or the children in your care must be reported to the local health department. Contact your local health department for complete information on reporting requirements and procedures.

Children with Special Needs
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The Americans with Disabilities Act requires that reasonable accommodation should be given to people with disabilities. The law covers children with disabilities seeking reasonable accommodation in a child-care setting. In addition to making physical changes, such as installing ramps, wide doors, and restrooms that can accommodate children in wheelchairs, you may need to provide for a child’s special physical, emotional, or psychological needs. Other special needs may include assistance with feeding, following special dietary requirements, giving medicines and/or performing medical procedures, and ensuring that special equipment operates or is used properly.

Be sure you can comfortably answer the following questions:

       •    Does the child’s disability require more care than you are reasonably able to provide?

       •    Do you have the skills and abilities needed to perform medical or other duties required for the child’s care, or can you readily obtain those skills?

       •    Is your facility equipped to meet the health and safety needs of this child?

       •    Is the extra time you will need to devote to caring for this child more than you can handle without putting the other children at increased risk for illness or injury, or without causing you to neglect their needs?

In deciding whether to admit a child with special needs, you should meet with the child’s parents and health-care providers to discuss the particular needs of the child. In most cases, the accommodations required by the Americans with Disabilities Act are compatible with a safe and healthy environment in which all the children in the child-care facility can thrive. As a provider responsible for all the children in your care, you should ensure that the extra demands on your time to care for a child with special needs is supported by additional resources, including help from experts, as needed. You should work with the child’s parents and health-care professionals to make sure you have the support you need.

Administering Medication
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Some children in your child-care facility may need to take medication during the hours you care for them. Before agreeing to give any medication, whether prescription or over-the-counter, obtain written permission from the parent. Also, check with your local child-care licensing agency regarding local regulations on administering medication.

You should make sure that any prescribed medication you give to a child:

       •    has the first and last name of the child on the container.

       •    has been prescribed by a licensed health professional. Check to see that the name and phone number of the health professional who ordered the medication is on the container.

       •    is in the original package or container.

       •    has the date the prescription was filled.

       •    has an expiration date.

       •    has specific instructions for giving, storing, and disposing of the medication.

       •    is in a childproof container.

You may want to suggest that parents ask their pharmacist to divide the medications into two separate bottles, one to be kept at home and one to be kept at the child-care facility. This way, children will be less likely to miss a dose of their prescription due to parents forgetting to bring medications to the facility or to take them home at night.

A parent may ask that you give a child an over-the-counter medication, such as acetaminophen (Tylenol and other brand names). Such medications should be treated with the same respect and care as prescription drugs. Over-the-counter medication for each child should be labeled with:

       •    The child’s first and last names

       •    The current date

       •    The expiration date

       •    Specific instructions for giving, storing, and disposing of the medication

       •    The name of the health-care provider who recommended the medication

If the child is under two years of age, check your state licensing regulations. Some states do not allow a provider to administer over-the-counter medications to children under two years of age.

If a child is mistakenly given another child’s medication, call the poison control center immediately and follow the advice given. Then call the physician and parents of the child who mistakenly received the medication.

All medications should have childproof caps and be stored out of reach of children. Medications requiring refrigeration should be clearly marked and separated from food. You may want to keep all medications in a separate, covered container marked “Medications” within the refrigerator.

Never use medications after the expiration date. Also, do not allow parents to add medications to bottles of formula or milk brought from home. This can lead to inadvertent overdoses.

You should keep a medication record in your child-care facility. The record should list:

       •    The child’s name

       •    The name of the medication and how and when it is to be given

       •    The parent’s signature of consent

You should also keep a log documenting when you give medications. Each time you give a child a medication, you should list the date, time, child’s name, name of the medication, and dosage given. If more than one provider in your facility administers medication, the provider who gave the child the medicine should initial the entry. Your medication log might look like the one on the next page.
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CHAPTER

3

Running Your Child-Care Business

Caring for children can be enjoyable and rewarding, but if you are taking care of other people’s children and accepting compensation for it, then caring for children is a business, and it needs to be managed accordingly. Even though you probably want to get into this business because you love children and not because you love to keep records, pay taxes, and worry about staffing, you must do these tasks effectively if you’re going to maintain a viable operation.

The high rate of attrition in the child-care business is driven in large part by the fact that many caregivers focus almost entirely on nurturing and caring for the children in their charge, and neglect the financial and management sides of their operation. But whether your goal is to run a small, family child-care center or to build a chain of commercial locations, you must deal with administration and management issues if your business is going to survive. If you plan ahead, that won’t be hard.


 




Principle Over Profit

By the time Lois Mitten Rosenberry had three thriving centers in the Toledo, Ohio, area, she decided to expand to Columbus. She put together plans for a state-of-the-art center, and city representatives welcomed her enthusiastically. Then she applied for an SBA loan, and it was approved—but on terms she couldn’t accept.

Because of her strong Christian faith, part of the curriculum at each of her centers involves reading and discussing a Bible story once a week. The Bible stories are used to teach lessons in basic values, and teachers are careful not to prejudice the children against the faith of their parents.

“We figured that less than 1 percent of the time the children are with us had anything to do with anything religious at all,” Mitten Rosenberry says. “We are not a church; we are a high-quality child-care center.” Even so, she was committed to maintaining a degree of spiritual education, using Biblical tales to teach contemporary values.

But the SBA stipulated that she could have the funds for the Columbus center only on the condition that she never mention God to the children. “I knew right then that if I said ‘OK, I want this million-dollar center at any price,’ it would be empty success for me.” She refused the loan and appealed the restriction, ultimately filing a lawsuit against the federal government in 1992. The case began winding its way through the courts with decisions going first one way and then the other. “It went to the Sixth District Circuit Court of Appeals—one step away from the Supreme Court—but we won,” she says.

It is one of life’s ironies that while the lawsuit was pending, Mitten Rosenberry was honored as the 1993 Small-Business Person of the Year for the Toledo and Cleveland District of the SBA. And though she ultimately won the suit, during the appeals process she lost the Columbus site and $30,000 in early development costs.




 



Set up your financial record-keeping system from the outset in a way that will provide you with the information you need to monitor your profitability and handle your tax reporting. You may want to hire a consultant or an accountant who specializes in small businesses to help you at first; this small investment could save you a substantial amount of time and money in the long run. For more about financial management, see Chapter 5. Commit yourself to monitoring your profitability on at least a monthly basis.

Expect to spend a significant amount of time on management, marketing, and administration. If you have employees, they need to be trained and supervised. Though the demand for child care is high, parents won’t be able to find you if you don’t market your service. And keeping up with administrative details—paying bills, buying supplies, doing budgets and forecasts, meeting ongoing licensing requirements, facility maintenance, etc.—is a never-ending process.

If your goal is a sizable commercial center, you’re not likely to spend much time actually caring for children. Lois Mitten Rosenberry spends plenty of time in her seven centers around the children, but she hasn’t actually been a caregiver for more than 20 years.

“I made a very conscious decision when I began,” she explains. “I knew I could hire a secretary to cover the office and I could be a teacher in the classroom. Or I could be the one in the office, and I could hire the teacher. I decided it was better for me to be the one in the office answering the phone and giving the tours because no one else had as much invested in this business as I did. A secretary might go through the motions and give out information, but a secretary is not going to convey the same passion that I’m going to convey when I know I’m responsible for meeting payroll on Friday night.” In the beginning, you may double as a caregiver as well as the director, but, Mitten Rosenberry adds, “You don’t want to get in the habit of doing that on a regular basis, or your program will suffer.” Her seven centers employ more than 165 people.

Children’s Records
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The record-keeping requirements of a child-care service are greater than those of most small businesses. The financial side (tracking income and expenses) is fairly basic, but you need to maintain a substantial amount of information on each child in your care. Some of this information is required by law, and some you will obtain to improve your service and strengthen your relationship with the children and their parents.

Set up a file for each child in your care. It should include a comprehensive information form (see the sample on page 35), any necessary special consent forms (such as for travel or administering medication), medical information, attendance records, incident reports, and any other notes or observations you feel are appropriate. You may be able to maintain these records in a digital form. If you do, take the necessary steps to maintain confidentiality and comply with any applicable regulations.








tip
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Store paper daily attendance records, including the times of arrival and departure, for at least 90 days; digitize those records and keep them indefinitely.






Incident Reports

Beyond the essential information, there will be times when it is appropriate to make note of a particular incident or situation and include that information in the child’s file. Incident report forms can also be tools to keep parents informed and to document the fact that you properly notified the child’s parent or guardian when an injury or illness requiring professional medical attention occurred. Injury reports in particular will help you identify patterns and help you develop prevention programs. Thorough records will also help you recognize the signs of child abuse at home. Some of the most common types of incident forms are:

       •    Illness. When a child becomes ill while in your care, record the date and time of onset, a description of the symptoms, the response of the staff to the symptoms, who was notified (parent, legal guardian, nurse, physician) and their response.

       •    Injury. When an injury requiring first aid or medical attention occurs in a commercially located center, complete a report that includes the following information:

            a)  Name, gender, and age of the injured person

            b)  Date and time of the injury

            c)  Location where injury occurred

            d)  Description of how the injury occurred

            e)  Part(s) of the body involved

            f)  Description of any consumer product involved

            g)  Name of the staff member responsible for the care of the injured person at the time of the incident

            h)  Action taken on behalf of the injured following the injury

            i)  Name of person who completed the report

            j)  Name and address of the facility

       •    If you run a family child-care center, your report should include the following information:
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            a)  Name, gender, and age of the injured person

            b)  Date and time of the injury

            c)  Location where injury occurred

            d)  Description of how the injury occurred

            e)  Part(s) of the body involved

            f)  Action taken on behalf of the injured following the injury

                   Make three copies of the report: one to give to the child’s parents, one to keep in the child’s file, and one kept in a chronological injury log as required by your state’s law. For an example of an injury report form, turn to page 180 in Chapter 15.

       •    Misconduct. When children have serious behavior problems, you need to notify their parents, as well as establish a record of the situation in case you decide to expel the youngster. A misconduct report can be a simple form listing the name of the child; the date, time, and nature of the incident; the disciplinary action taken; a place for the caregiver to sign; and a place for the parent to acknowledge receipt of the report.

       •    Other. Make a record of any other events relating to health and safety, such as a lost child.








tip
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Complete, current records are important for you to maintain your status as a licensed center. Also, if you ever have a situation that results in a lawsuit, well-kept records will be key to your defense.






Management Records
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Keep records on your general operations. Certainly, you’ll want to study your financial reports on a regular (at least monthly) basis, but for the numbers to make sense, you need to track other performance elements.

Mitten Rosenberry requires the administrator at each of her centers to complete a weekly report. It tracks daily attendance, the number of telephone inquiries and tours given to prospective customers, the number of new children enrolled, the highlights of the week, and any areas that need improvement. For an example, turn to page 38. Administrators also complete weekly marketing and payroll reports.

Purchasing and Inventory
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Your inventory will most likely be limited to the supplies you consume in the process of caring for children, so inventory management will not be the same challenge it is for a retailer or a manufacturer. Even so, you need to keep track of what you buy and use, and what you have on hand.
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It’s also important to keep track of what you spend. Maintain a file of receipts and other evidence (such as canceled checks and credit card charges) of money spent for food and supplies.

Shop smart. Just because your business expenses are deductible doesn’t mean you shouldn’t insist on the best deal in terms of both quality and price. Wholesale buying clubs and catalogs often offer the best deals, especially when buying in bulk. If you have time, you may find toys, furnishings, and supplies at garage sales. Trade shows can also be a great place to shop; many exhibitors offer show discounts and will even sell their displays at the end of a show.

Store supplies in a central location that is cool, dry, and away from strong, direct sunlight. Be sure to rotate your stock, using supplies in a first-in, first-out order. Chapters 7, 8, and 9 discuss specific items you’ll need to maintain in inventory.

Programs
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This book is about the business side of running a child-care service and is not designed to instruct you on how to develop programs for the children. But it is important that you do indeed have programs; you’re not running a babysitting service where children are playing alone or watching television all day. You will need to understand children’s developmental stages and needs. Plan a variety of activities that are not only fun, but that will encourage development, learning, and social skills.

Most children prefer predictable routines rather than a constantly changing schedule; it’s best to do specific activities at the same time every day or on the same day every week.

At the same time, special activities will enrich the children’s experience, give staff and children alike a pleasant change from the usual routine, and serve as a selling point for your center. Such special activities that could be done with some regularity include show-and-tell sessions, special games or types of art projects, and other activities that are too difficult or time-consuming to put on the daily schedule.
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Set up a set of alphabetical file folders or small “mailboxes” for each client family. You can use this for relaying information about the children and activities, and parents can use it to make payments or return forms.




 



Other special activities might include holiday-themed events, such as a Halloween costume day, a Valentine exchange, and seasonal activities such as a summer field trip to the zoo. These activities should be planned well in advance and displayed on a monthly calendar in the lobby so that parents can see upcoming events. Field trips will require particular advance work, including obtaining permission slips (see example above), and arranging transportation, but they can uplift the image of quality and interest in the children that you want to project. And they’re fun for the caregivers as well as for the children.
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Srabian does age-appropriate crafts with her children daily, and she stresses the importance of keeping the projects within the capabilities of the youngsters. “Anything else turns into my project, and then it’s no fun to give it to their parents,” she says. For special occasions, such as Mother’s Day, the kids gather in the kitchen to bake brownies or cookies, which are then decorated and sent home to the parents. At Easter, the kids dye eggs and make cards for their parents. She also takes her kids on walks and to neighborhood parks.

Accreditation for Family Child-Care Centers
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In the past, family child care has been a largely invisible industry, seriously fragmented and lacking any significant degree of networking and support opportunities. But in recent years, a professional development movement has emerged. Providers are rejecting the role of “babysitter” and positioning themselves as professionals who offer quality care and developmental guidance to children.

If you are operating a family child-care center at home, you may want to pursue accreditation by the National Association for Family Child Care (NAFCC), a national membership organization that works with hundreds of state and local family child-care associations across the United States (see Appendix). NAFCC developed its first accreditation system in 1988 and sponsors the only nationally-recognized accreditation system designed specifically for family child-care providers.
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Online discussion groups can be a wealth of information for child-care providers. Participants discuss a wide range of issues, from children’s behavior to business management. You can learn, share, and be assured you’re not the only one with a particular problem.




 



NAFCC accreditation standards cover these content areas: relationships, environment, activities, developmental learning goals, safety and health, and professional business practices. A study conducted by the Families and Work Institute confirmed that accreditation increases providers’ professionalism and self-esteem, improves the quality of care, and develops leadership skills. The study revealed ten specific reasons why providers like accreditation:

        1.  Providers learn from the accreditation process. Accredited providers, even those with years of experience and graduate degrees in early childhood education, found that accreditation is not just a “seal of approval.” It also gave them the opportunity to examine their homes and programs and provided an incentive to improve.

        2.  Accreditation increases providers’ self-esteem. Accredited providers said that having a national organization confirm that they operate in a professional manner boosts their self-esteem and makes parents feel good about who they are trusting to care for their children.

        3.  It makes providers feel more professional. Accreditation makes providers feel like what they’re doing is something special and is not simply babysitting or something that just anyone could do well.

        4.  It gives providers a more concrete definition of quality in family child care. Accreditation describes concrete components of quality that are specific to family child care, not a commercial child-care center.

        5.  It keeps providers excited about their work. Accredited providers report that the accreditation process helps revitalize them and keeps their jobs challenging.

        6.  It encourages providers to pursue ongoing training and support. Accreditation gives providers a successful self-study experience and frequently leads to more training and participation in local professional associations.

        7.  It promotes higher quality than state regulations require. Most state regulations address minimal health and safety standards; accreditation represents a higher level of quality.

        8.  Accredited providers become leaders in the field. Accreditation can be a stepping stone to greater involvement in family child-care issues at the local, state, or national level.

        9.  Accreditation helps providers market their programs to parents. The process of accreditation creates additional value in a provider’s program when it’s explained to parents.

      10.  It helps some providers earn more money. Accredited providers often see their revenue increase because they are better able to communicate with parents and are more likely to get paid by all their clients on time and keep all their spaces filled. Some accredited providers raise their fees because they feel more confident about the quality of their programs.

Are You on a Mission?
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At any given moment, most child-care providers have a very clear understanding of the mission of their company. It may not be written down, but they know what they are doing, how and where it’s being done, and who their customers are. Some of the operators I talked with didn’t have a formal written mission statement, some did, but all could clearly and concisely articulate their mission when asked.

If you’re a solo operator and want to stay small, it’s probably enough for you to keep your mission statement in your head. But if you have employees and want to eventually become a large company, it will help if you are guided by a written mission statement that can be easily communicated to others.

A mission statement defines what an organization is and why it exists. Writing it down and communicating it to others creates a sense of commonality and a more coherent approach to what you’re trying to do.

Even in a very small organization, a written mission statement helps everyone involved see the big picture and keeps them focused on the true goals of the business. At a minimum, your mission statement should define who your primary customers are, identify the products and services you offer, and describe the geographical location in which you operate.
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Review your mission statement once a year. Make sure it still accurately reflects your operation and your goals, and revise it if necessary.




 



A mission statement should be short—usually just one sentence and certainly no more than two. A good idea is to cap it at 100 words. Anything longer than that isn’t a mission statement and will probably confuse your employees.

Once you have articulated your message, communicate it as often as possible to everyone in the company, along with customers and suppliers. Post it on the wall, hold meetings to talk about it, and include a reminder of the statement in employee correspondence.

It’s more important to adequately communicate the mission statement to employees than to customers. It’s not uncommon for an organization to try to use a mission statement primarily for promotion and secondarily to help employees identify what business they’re in, but that doesn’t work very well. The most effective mission statements are developed strictly for internal communication and discussion. Your mission statement doesn’t have to be clever or catchy—just accurate.

And though your mission statement may never win an advertising or creativity award, it can still be a very effective customer relations tool. One idea is to print your mission statement on a poster-sized panel, have every employee sign it and hang it in a prominent place so parents and even the children can see it. You can also include it on your brochures and invoices.

Mitten Rosenberry’s mission statement reads: “To provide high-quality programming in an innovative environment that supports the family, respects the child, builds character, and encourages learning through exploration.” She says that statement is the foundation on which all programming and environment decisions are made.

Janet Hale’s mission statement is similar: “The purpose of [the child-care facility] is to promote quality child care to Exeter and the outlying areas with a program conducive to emotional, educational, physical, and social development. It is our intent to provide a complete educational curriculum suited to the age and maturity of each child, as well as an environment that leads to the well-rounded growth of all children.” Hale says the statement is used as a tool in staff meetings to guide plans and programs.

To help you write your mission statement, use the “Mission Statement Worksheet” on page 45. Then get to work.
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CHAPTER

4

Structuring Your Business

There’s a lot more to starting a child-care service than loving kids and having a big box of toys. This chapter will discuss the various issues you need to consider when you’re setting up.

Whether your goal is a one-person family child-care operation, a small, commercially located center, or a national chain, you need to start with a written business plan. This helps you think through what you’re doing, see your strengths and weaknesses, and figure out a way to overcome challenges on paper before you actually have to face them in real life. Writing a business plan is not just an unpleasant but necessary chore; it creates the foundation and sets the vision of your company.

Your business plan should include worst-case scenarios. You’ll benefit from thinking ahead about what you’ll do if things don’t go as you want them to. Think about things such as equipment breakdowns, employees who don’t show up (even for valid reasons), parents who don’t pay, children who get sick or injured, and other challenges that are simply a part of doing business today.

Naming Your Company
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Your company name can be an important marketing tool. A well-chosen name can work very hard for you; an ineffective name means you have to work much harder at marketing your firm and letting people know what you have to offer.

Your company name should very clearly identify what you do in a way that will appeal to your target market. It should be short, catchy, and memorable—and even cute is acceptable in this industry. Janet Hale’s stepmother suggested Gingerbread House for her business because she thought it was cute. Hale agreed, and the name has worked well. The name you choose should also be easy to pronounce and spell—people who can’t say your company name may use you, but they won’t refer you to anyone else. And it’s a good idea for the name to be something small children can manage to say. If you are a small, family child-care provider, you may decide that your business doesn’t even need a name. Take a systematic approach to naming your company. Once you’ve decided on two or three possibilities, take the following steps.

       •    Check the name for effectiveness and functionality. Does it quickly and easily convey what you do? Is it easy to say and spell? Is it memorable in a positive way? Ask several of your friends and associates to serve as a focus group to help you evaluate the name’s impact.

       •    Search for potential conflicts in your local market. Find out if any other local or regional business serving your market area has a name so similar that yours might confuse the public.

       •    Check for legal availability. Exactly how you do this depends on the legal structure you choose. Typically, sole proprietorships and partnerships operating under a name other than that of the owner(s) are required by the county, city, or state to register their fictitious name. Even if it’s not required, it’s a good idea, because that means no one else can use that name. Corporations usually operate under their corporate name. In either case, you need to check with the appropriate regulatory agency to be sure the name you choose is available.

       •    Check for use on the internet. If someone else is already using your name as a domain on the web, consider coming up with something else. Even if you use a variation of the name when you develop your own website, your customers might still be confused.

       •    Check to see if the name conflicts with any name listed on your state’s trademark register. Your state Department of Commerce can either help you or direct you to the correct agency. You should also check with the trademark register maintained by the U.S. Patent and Trademark Office (PTO).








tip
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Choose your partners carefully. “Be careful. Choose someone who knows the business and who you know quite well and trust,” advises Exeter, California, child-care provider Janet Hale. She also advises including a buyout clause in your partnership agreement.




 



Once the name you’ve chosen passes these tests, you need to protect it by registering it with the appropriate state agency; again, your state Department of Commerce can help you. Though most independent child-care centers are local operations, if you expect to be doing business on a national level, you should also register the name with the PTO. Lois Mitten Rosenberry in Toledo, Ohio, learned this lesson the hard way. The first name she chose for her centers was taken; the name she finally came up with was available in Ohio, but two years later, a national chain using that name formed in another state. So as she expands outside of Ohio, she has had to develop a new name and tag line, which she has registered.

Choosing a Legal Structure
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One of the first decisions you’ll need to make about your new business is the legal structure of your company. This is an important decision, and it can affect your financial liability, the amount of taxes you pay, the degree of ultimate control you have over the company, as well as your ability to raise money, attract investors, and ultimately sell the business. However, legal structure shouldn’t be confused with operating structure. Attorney Robert S. Bernstein, managing partner with the Bernstein Law Firm PC, explains the difference: “The legal structure is the ownership structure—who actually owns the company. The operating structure defines who makes management decisions and runs the company.”

A sole proprietorship is owned by the proprietor; a partnership is owned by the partners; and a corporation is owned by the shareholders. Another business structure is the limited liability company (LLC), which combines the tax advantages of a sole proprietorship with the liability protection of a corporation. The rules on LLCs vary by state; check with your state’s Department of Corporations for the latest requirements.








warning
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Be sure to check the zoning of any location before signing a lease to make sure you can operate a child-care center there. Don’t assume that just because you’re in a commercial site, you can get a license. Toledo, Ohio, child-care provider Lois Mitten Rosenberry says every time she has opened a new center, she’s had to get a special use permit.




 



Sole proprietorships and partnerships can be operated however the owners choose. In a corporation, the shareholders typically elect directors, who then employ other people to run and work in the company. But it’s entirely possible for a corporation to have only one shareholder and to essentially function as a sole proprietorship. In any case, how you plan to operate the company should not be a major factor in your choice of legal structures. Rather, the decision should be made based on tax and liability issues.

So what goes into choosing a legal structure? The first point, says Bernstein, is who is actually making the decision on the legal structure. If you’re starting the company by yourself, you don’t need to take anyone else’s preferences into consideration. “But if there are multiple people involved, you need to consider how you’re going to relate to each other in the business,” he says. “You also need to consider the issue of asset protection and limiting your liability in the event things don’t go well.”

Something else to think about is your target customers and what their perceptions will be of your structure. While it’s not necessarily true, Bernstein says, “There is a tendency to believe that the legal form of a business has some relationship to the sophistication of the owners, with the sole proprietor as the least sophisticated and the corporation as the most sophisticated.” The children won’t care, but you may find that you command more respect from their parents and the community if you have “Inc.” or “LLC” after your company name.

Your image notwithstanding, the biggest advantage of forming a corporation is in the area of asset protection, which, says Bernstein, is the process of making sure that the assets you don’t want to put into the business don’t stand liable for the business’s debt. However, to take advantage of the protection a corporation offers, you must respect the corporation’s identity. That means maintaining the corporation as a separate entity; keeping your corporate and personal funds separate, even if you are the sole shareholder; and following your state’s rules regarding holding annual meetings and other record-keeping requirements.

Is any one of these structures better than another? No. Child-care businesses operate as sole proprietorships, partnerships, and corporations, and they made their choices based on what was best for their particular situation, which is what you should do. For example, Mitten Rosenberry has incorporated but is the sole stockholder. Hale started as a sole proprietor in Exeter, California, opened her first commercial center in a partnership arrangement and has since incorporated. “Being in a partnership and even 50 percent shareholders is like being married,” she observes. “Everything is a negotiation. But we take the best of me and the best of her, and what we get is a center that is, hopefully, the best.”

Do you need an attorney to set up a corporation or a partnership? Again, no. Bernstein says there are plenty of good do-it-yourself books and kits on the market, and most of the state agencies that oversee corporations have guidelines you can use. Even so, it’s always a good idea to have a lawyer at least look over your documents before you file them, just to make sure they are complete and will allow you to truly function as you want.

Finally, remember that your choice of legal structure is not an irrevocable decision, although if you’re going to make a switch, it’s easier to go from the simpler forms to the more sophisticated ones than the other way around. Bernstein says the typical pattern is to start as a sole proprietor and then move up to a corporation as the business grows. But if you need the asset protection of a corporation from the beginning, start out that way. Says Bernstein, “If you’re going to the trouble to start a business, decide on a structure and put it all together. It’s worth the extra effort to make sure it’s really going to work.”

Licenses and Permits
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The specific licenses and permits you’ll need will vary by state, sometimes even by municipality, and may differ depending on whether you are homebased or in a commercial facility, and whether or not you offer transportation in your service package.

Your local business licensing agency should be able to tell you what types of licenses you’ll need and where to get them. You should also contact your state agency that regulates child-care centers; they often go by various names, but your state information office should be able to direct you to the right department.

In most communities, family child-care providers—that is, providers working in their homes—are required to be licensed by or registered with the appropriate county or state government agency. The process is generally not complicated, and the details vary by jurisdiction. You may be required to complete a training program, and the agency may send an inspector out to check your home to be sure you have the necessary facilities to provide a safe, secure environment for children.

Maintain and display in one central area current copies of applicable licenses, inspection reports, and documentation that all required corrections have been completed. This allows parents, staff, and visitors to assess the extent of evaluation and compliance of your facility with regulatory and voluntary requirements. Though specific documents vary by state, the items you display may include:

       •    Licensing/registration reports

       •    Fire inspection reports

       •    Sanitation inspection reports

       •    Building code inspection reports

       •    Plumbing, gas, and electrical inspection reports

       •    Zoning inspection reports

       •    Results of all water tests

       •    Evacuation drill records

       •    Any accreditation certificates

Trademark and Copyright Issues
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It’s very important to understand and respect trademarks and copyrights as you design and operate your child-care business. These come under the legal definition of intellectual property, and litigation over unauthorized and inappropriate use of intellectual property is on the rise.

Exactly what is a trademark? According to the PTO, “A trademark includes any word, name, symbol, or device, or any combination, used, or intended to be used, in commerce to identify and distinguish the goods of one manufacturer or seller from goods manufactured or sold by others, and to indicate the source of the goods. In short, a trademark is a brand name.”

A trademark can be tremendously valuable to the company that owns it, and most go to great lengths to control how their trademarks are used. For example, you can buy posters with Disney characters to frame and hang on your walls, but if you hire an artist to paint Cinderella or Mickey Mouse on your walls, you may well find yourself the recipient of a cease-and-desist letter from The Walt Disney Co.—as a child-care center in Ft. Lauderdale, Florida, found out the hard way.

If you come up with a clever name or logo for your child-care business, it may be worth your while to trademark it. While registering your trademark is not essential, it does offer some benefits. It gives notice to the public of your claim of ownership of the mark, a legal presumption of ownership nationwide, and the exclusive right to use the mark on or in connection with the goods or services set forth in the registration.

In the business world, there are plenty of horror stories about people who named their business but didn’t bother to register that name with the PTO, and were later forced to change the name because someone else decided to use and register it. You can access information about the process of applying for trademark protection and patents via the PTO’s website or by contacting the PTO by phone (see Appendix).

Once you have established a trademark, you must use it, or you risk losing it. Trademarks not actively used for two or more years may be considered abandoned—which means someone else can begin using the mark, and you will have no recourse.

You also need to control your mark. Do not allow others to use your mark without your consent or without restricting what product or service it represents. Think about how companies such as McDonald’s and The Walt Disney Company aggressively challenge unauthorized use of their trademarks. Even though it may look like they are unfairly picking on “little guys,” they do it because they understand how much they have to lose if they fail to control their marks.

If you discover someone using your mark without your authorization, consult with an attorney to determine the most appropriate and effective action.

In general, copyrights protect written material from unauthorized use. Don’t reproduce copyrighted items (pages from books or magazines, music, or material from other websites) without permission or without paying for the right to do so.

Insurance
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A smart approach to obtaining insurance for your business is to find an agent who works with other child-care businesses. The agent should be willing to help you analyze your needs, evaluate the risks you’re willing to accept and the risks you need to insure against, and work with you to keep your insurance costs down.

Insurance companies often stipulate compliance with health and safety regulations before issuing or continuing a policy, which reduces your risks. Some will even assist you with risk management consulting. Remember, insurance will take care of the financial loss associated with a covered incident, accident, or injury, but it can’t erase the pain and inconvenience. Though you need to have insurance, your goal should be to never file a claim.

If you are working from your home, be aware that your basic homeowners policy does not automatically cover your business assets and activities—in fact, most exclude certain types of home business claims, especially if they are related to a child-care service. Some insurance companies will decline claims related to your business if they find out you have been operating a business at home without informing them. Also, your homeowners insurance carrier may decline to renew your policy if it becomes aware that you have been providing child care without special coverage. The best approach is one that is honest and upfront. There are plenty of small-business insurance packages that are sold separately or as addons to homeowners policies that provide adequate coverage for both property and liability. Use the “Insurance Policy Evaluation Worksheet” starting on the next page to assess different policies.

It’s a good idea to discuss your insurance coverage with the parents of children in your care. They should know what your insurance covers, especially if you are considering your insurance costs when setting rates.

The basic types of business insurance you need are:

       •    Accident insurance on children

       •    Liability insurance

       •    Vehicle insurance on any kind of vehicle owned or leased by the facility and used to transport children

       •    Property insurance

       •    Workers’ compensation insurance (if you have employees)








tip
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When you purchase insurance on your equipment and inventory, ask what documentation the insurance company will require before you have to file a claim. That way, you will be sure to maintain appropriate records, and the claims process will be easier if it is ever necessary.






Accident Insurance

Accident, or medical, insurance on the children enrolled in your center pays for their doctor and hospital bills if they are injured while in your care. Most liability policies include medical and accident coverage. If yours does not, you may want to purchase separate coverage.








tip
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Sit down with your insurance agent every year and review your insurance needs. As your company grows, your insurance needs are sure to change. Also, insurance companies are always developing new products to meet the needs of the growing homebased and small-business market, and it’s possible one of these new policies is appropriate for you.






Liability Insurance

The greatest risk you’ll face as a child-care provider is the injury or death of a child in your care. If you are sued and found to be responsible, you could lose a great deal of money and even personal assets not related to your business. Liability insurance can protect you by paying expenses, damages, judgments, and your defense costs up to the limits of the policy.
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Professional Advisors
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As a business owner, you may be the boss, but you can’t be expected to know everything. You will occasionally need to turn to professionals for information and assistance. It’s a good idea to establish relationships with these professionals before you get into a crisis situation.

To shop for a professional service provider, ask your friends and associates for recommendations. You might also check with your local chamber of commerce or trade association for referrals. Find someone who understands your industry and specific business and appears eager to work with you. Check them out with the Better Business Bureau and the appropriate state licensing agency before committing yourself.

As a child-care service owner, the professional service providers you’re likely to need include:

       •    Attorney. You need a lawyer who practices in the area of business law, is honest, and appreciates your patronage. In most parts of the United States, there are many lawyers who are willing to compete fiercely for the privilege of serving you. Interview several and choose one you feel comfortable with. Be sure to clarify the fee schedule ahead of time, and get your agreement in writing. Keep in mind that good commercial lawyers don’t come cheap; if you want good advice, you must be willing to pay for it. Your attorney should review all contracts, leases, letters of intent, and other legal documents before you sign them. This person can also help you collect bad debts and establish personnel policies and procedures. Of course, if you are unsure of the legal ramifications of any situation, call your attorney immediately.

       •    Accountant. Among your outside advisors, your accountant is likely to have the greatest impact on the success or failure of your business. If you are forming a corporation, your accountant should counsel you on tax issues during startup. On an ongoing basis, your accountant can help your organize the statistical data concerning your business, assist in charting future actions based on past performance, and advise you on your overall financial strategy regarding purchasing, capital investment, and other matters related to your business goals. A good accountant will also serve as a tax advisor, making sure you are in compliance with all applicable regulations and that you don’t overpay any taxes.








warning


[image: ]




[image: ]



Some child-care providers try to substitute liability waivers signed by parents for adequate insurance coverage. Legal experts agree that waivers typically do not hold up in court. A waiver will not prevent you from being sued or held financially responsible if a child is injured at your center.







 




You’d Better Shop Around

Buying insurance is a complex and challenging process. Don’t rush through it; failing to understand your coverage now could haunt you if you have a problem in the future.

              [image: ][image: ]  Evaluate all your options before making any decisions. Don’t buy the first policy just because it seems to offer everything you need.

              [image: ][image: ]  Ask the same questions about each policy. Make notes so you can compare all the policies on an apples-to-apples basis. Use the “Insurance Policy Evaluation Worksheet” starting on page 156.

              [image: ][image: ]  Don’t be afraid or embarrassed to ask questions. Be certain you understand exactly what is and is not covered by each policy, even if it means repeating your questions or asking the agent to rephrase answers. If you feel the agent is not sufficiently knowledgeable about insurance for child-care providers, ask to speak to someone who is.

              [image: ][image: ]  Take your time. Don’t give in to sales pressure to buy before you are ready. In fact, if you feel pressured by an agent, consider buying elsewhere.




 



       •    Insurance agent. A good independent insurance agent can assist you with all aspects of your business insurance, from general liability to employee benefits, and probably even handle your personal lines as well. Look for an agent who works with a wide range of insurers and understands the child-care business. This agent should be willing to explain the details of various types of coverage, consult with you to determine the most appropriate coverage, help you understand the degree of risk you are taking, work with you in developing risk-reduction programs, and assist in expediting any claims.

       •    Banker. You need a business bank account and a relationship with a banker. Don’t just choose the bank you’ve always done your personal banking with; it may not be the best bank for your business. Interview several bankers before making a decision on where to place your business. Once your account is opened, maintain a relationship with the banker. Periodically sit down and review your accounts and the services you use to make sure you are getting the package most appropriate for your situation. Ask for advice if you have financial questions or problems. When you need a loan or a bank reference to provide to creditors, the relationship you have established will work in your favor.

       •    Consultants. The consulting industry is booming, and for good reason. Consultants can provide valuable, objective input on all aspects of your business. Consider hiring a business consultant to evaluate your business plan or a marketing consultant to assist you in that area. There are consultants who specialize in various aspects of child care and early childhood education. When you are ready to hire employees, a human resources consultant may help you avoid some costly mistakes. Consulting fees vary widely, depending on the individual’s experience, location, and field of expertise. If you can’t afford to hire a consultant, consider contacting the business school at the nearest college or university and hiring an MBA student to help you.

       •    Technology experts. Even teenagers are hard-pressed to keep up with advancing technology these days, so expect to have several different resources to help with your technology needs. Of course, you’ll use a computer to manage your business and you may access your data through various devices such as smartphones, iPads, tablets, and other mobile devices. You’ll also may have computers and an assortment of hand-held devices in your facility for the children to use. Your hardware and data are extremely valuable assets, so if you don’t know much about computers, you should find someone to help you select a system and the appropriate software, and to be available to help you maintain, troubleshoot, and expand your system as you need it. Though it’s easier than ever for non-techies to set up websites, you may want to find an expert to help you set yours up and maintain it. In most cases, you’ll need different resources for your computer system and for your website. Your wireless and/or internet service provider should be able to assist you with setting up systems for the kids to use for online games and watching movies and other programs.
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Protect your own personal income with disability insurance. According to the Social Security Administration, a 20-year-old worker has a 3 in 10 chance of becoming disabled before reaching retirement age. The nature of the work you do puts you at greater risk for injury than many other occupations. What will happen to you and your family if you are unable to work due to a short- or long-term disability?






Create Your Own Advisory Board
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Not even the president of the United States is expected to know everything. That’s why he surrounds himself with advisors—experts in particular areas who provide knowledge and information to help him make decisions. Savvy small-business owners use a similar strategy.

You can assemble a team of volunteer advisors to meet with you periodically to offer advice and direction. Because this isn’t an official or legal entity, you have a great deal of latitude in how you set it up. Advisory boards can be structured to help with the direct operation of your company and to keep you informed on various business, legal, and financial trends that may affect you. Use these tips to set up your advisory board:

       •    Structure a board that meets your needs. Generally, you’ll want a legal advisor, an accountant, a marketing expert, a human resources person, an expert in early child development and/or education, and perhaps a financial advisor. You may also want successful entrepreneurs from other industries who understand the basics of business and will view your operation with a fresh eye.

       •    Ask the most successful people you can find, even if you don’t know them well. You’ll be surprised at how willing people are to help another business succeed.

       •    Be clear about what you are trying to do. Let your prospective advisors know what your goals are and that you don’t expect them to take on an active management role or to assume any liability for your company or for the advice they offer.

       •    Don’t worry about compensation. Advisory board members are rarely compensated with more than lunch or dinner. Of course, if members of your board provide a direct service—for example, if an attorney reviews a contract or an accountant prepares a financial statement—then they should be paid at their normal rate. But that’s not part of their job as an advisory board member. Keep in mind that, even though you don’t write them a check, your advisory board members will likely benefit in a variety of tangible and nontangible ways. Being on your board will expose them to ideas and perspectives they may not otherwise see and will also expand their own network.

       •    Consider group dynamics when holding meetings. You may want to meet with all the members together, or in small groups of one or two. It all depends on how they relate to each other and what you need to accomplish.

       •    Ask for honesty, and don’t be offended when you get it. Your pride might be hurt when someone points out something you are doing wrong, but the awareness will be beneficial in the long run.

       •    Learn from failure as well as success. Encourage board members to tell you about their mistakes so you can avoid making them.

       •    Respect the contribution your board members are making. Let them know you appreciate how busy they are, and don’t abuse or waste their time.

       •    Make it fun. You are, after all, asking these people to donate their time, so create a pleasant atmosphere.

       •    Listen to every piece of advice. Stop talking and listen. You don’t have to follow every piece of advice, but you need to hear it.

       •    Provide feedback to the board. Good or bad, let the board know what you did and what the results were.
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Not all attorneys are created equal, and you may need more than one. For example, the lawyer who can best guide you in contract negotiations may not be the most effective counsel when it comes to employment issues. Ask about areas of expertise and specialization before retaining a lawyer.






When she started her company, Mitten Rosenberry knew she needed more business knowledge than she had, so she took a class in small-business financial management at the local university. “It was taught by one of the commercial lending officers at a local bank. He said that most small businesses fail, but the owners who surround themselves with a team of professional advisors will overcome those odds, and their chances of succeeding are much greater,” she says. “I wanted to succeed, so I put together an advisory board. They steered me around some bad mistakes I would have made on my own. They have also prodded me on. There were times I didn’t want to grow, and they said, ‘You’re ready.’”


CHAPTER

5

Startup Economics and Financial Management

The issue of money has two sides: How much do you need to start and operate, and how much can you expect to take in? Doing this analysis is often extremely difficult for small-business owners, most of whom would rather be in the trenches getting the work done than bound to a desk dealing with tiresome numbers.

Financial management is not a one-time, do-it-and-it’s-done chore. It’s something you’ll have to deal with every day. Sometimes the money side of a child-care business can get very emotional; you’re providing a service many of your customers view as a necessity, and things can get stressful if they’re having trouble paying you.

Taking a serious, professional, businesslike approach to money and financial management is an important part of having a successful, profitable child-care business.

Startup Costs: How Much Do You Need?
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So what do you need in the way of cash and available credit to open your doors? Depending on what you already own, the services you want to offer and whether you’ll be homebased or in a commercial location, that number could range from a few hundred to tens of thousands of dollars.

As you consider your own situation, don’t pull a startup number out of the air; use your business plan to calculate how much you need to start your ideal operation, and then figure out how much you have. If you have all the cash you need, you’re very fortunate. If you don’t, you need to start playing with the numbers and deciding what you can do without or delay.

Many of the child-care entrepreneurs we talked with used their personal savings and equipment they already owned to start their businesses. Because the startup costs for a family child-care business are relatively low, you’ll find traditional financing difficult to obtain. Banks and other lenders would much rather lend amounts significantly larger than you’ll need and are likely to be able to qualify for. A commercially located center will take a more substantial investment and would likely qualify for a bank loan if you need it.

For a homebased center, you can expect to spend at least several hundred dollars on startup requirements, including background checks for yourself, other adults who live in your home, and anyone who will be involved in caring for the children, fire department inspection fees, and educational requirements, plus feeding chairs, automobile safety seats, cribs, and toys. Christine Srabian started with what she already owned, and added equipment and toys as needed over the years. Janet Hale, owner of Gingerbread House in Exeter, California, spent considerably more—about $5,000—to set up her family child-care center because she remodeled her garage to serve as the primary room for her business as well as added a bathroom for the children. When she opened her first commercial location, she used a combination of personal savings and credit cards to pay the expenses. By the time she opened her second location, she was able to qualify for a commercial loan. Lois Mitten Rosenberry took out a second mortgage on her home to get the $15,000 she needed to adequately equip her first Children’s Discovery Center in Toledo in 1982. Doris Tommie traded in her car for a van and was able to get Kids on Wheels open with just a few thousand dollars of her own cash.
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Rather than appeal to a prospective investor for money, ask him to review your business plan. If he likes the plan, he may offer to invest without you having to ask.




 



As you’re putting together your financial plan, consider these sources of startup funds:

       •    Your own resources. Do a thorough inventory of your assets. People generally have more assets than they immediately realize. This could include savings accounts, equity in real estate, retirement accounts, vehicles, recreation equipment, collections, and other investments. You may opt to sell assets for cash or use them as collateral for a loan. Take a look, too, at your personal line of credit; most of the equipment you’ll need is available through retail stores that accept credit cards.

       •    Friends and family. The logical next step after gathering your own resources is to approach your friends and relatives who believe in you and want to help you succeed. Be cautious with these arrangements; no matter how close you are, present yourself professionally, put everything in writing, and be sure the people you approach can afford to take the risk of investing in your business.

       •    Partners. Though most family child-care centers are owned by just one person, you may want to consider using the “strength in numbers” principle and look around for someone who may want to team up with you in your venture. You may choose someone who has financial resources and wants to work side by side with you in the business. Or you may find someone who has money to invest but no interest in doing the actual work. Be sure to create a written partnership agreement that clearly defines your respective responsibilities and obligations.

       •    Government programs. Take advantage of the abundance of local, state, and federal programs designed to support small businesses in general, and child-care programs in particular. Make your first stop the U.S. Small Business Administration; then investigate various other programs. Women, minorities, and veterans should check out niche financing possibilities designed to help these groups get into business; you can usually find these resources by doing an internet search. Another good resource is your local community child-care resource center; though the names of the organizations and their exact services vary, these agencies can direct you to a variety of sources for financial and other assistance. Janet Hale suggests contacting your state’s Department of Education to see if it offers any funding for preschool programs.

Building Banking Relationships
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Whether or not you need a startup loan, you’ll need a business bank account and a business relationship with a bank. The nearest bank or the one where you’ve had your personal account may not be the best choice. Remember, your banker will be one of your most important professional advisors, so shop around, meet with several, find out what they have to offer, and ask them why you should use them.

Of course, if you are looking for a loan, you don’t want to walk empty-handed into a bank you’ve never done business with and ask for a major line of credit. Put together a package that clearly demonstrates to the bank that you are a good credit risk and that it will benefit by establishing a line of credit for you.

In these days of banking mergers and acquisitions, along with personnel turnover, it’s a good idea to have relationships with more than one bank. If you have a single line of credit with one bank and that bank is acquired, you could find your line of credit canceled through no fault of your own. Or if you have a strong relationship with a loan officer who gets promoted or transferred or changes jobs, you may find the new loan officer is not as receptive to your needs. Protect yourself by making sure you always have a financial backup.

Setting Prices
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The fees you charge will provide the financial base for your company and your income. They need to be competitive in your market, reasonable and affordable for the parents, and also fair to you. You need to consider a variety of issues, including your costs, the profit you want to make, the going rates in your area, and what the families you are targeting can afford. Setting your rates, explaining—and often justifying—them to parents, and then collecting the money are all part of being in the child-care business.

Because you will be offering a carefully planned curriculum that is far more than a mere baby-sitting service, you are justified in establishing a fee structure similar in design to a private school. A one-time enrollment charge of half a week’s tuition will hardly raise an eyebrow, but it will fairly compensate you for the cost in time, paperwork, and special attention each entrant needs.

Calculating how much to charge for space in your center will be based primarily on three variables:

      1.  Labor and materials (or supplies)

      2.  Overhead

      3.  Profit

A fourth factor uncommon to most businesses but significant for a child-care center is the limit to the number of children you can accommodate. In most fields, if your business grows, you just keep hiring employees to serve the increasing number of customers. But in child care, state laws and practical reality limit the number of children you can accept, putting a lid on the income potential of your business. To overcome this, successful child-care operators often open more locations in nearby areas to increase their client base and income.
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Find out about any child-care subsidy programs in your community that would allow you to serve low-income or other eligible families who may not otherwise be able to afford your rates.






Labor and Materials

Until you establish records to use as a guide, you must estimate the costs of labor and materials. Labor costs are the wages and benefits you pay your employees. As the owner, your salary (if you don’t take your personal income directly from net profit) must be included in the total labor charge. If you make no official allowance for yourself but merely draw from the net profit, you should include your labor, proportionate to your input, in the total labor estimate.

Labor cost is usually expressed as an hourly rate. A little research should give you a good idea of the going rate in your area for different positions. As you calculate your labor costs, remember to include the hidden costs (payroll taxes, benefits, etc.).

To determine the weekly tuition for a full-time attendee, you first have to determine the child-to-caregiver ratio. For purposes of this example, we’ll use a 6-to-1 ratio. If the hourly labor cost is $13 (including wages, taxes, and benefits) for one caregiver to watch six children, then the labor cost would be $2.17 per child per hour. You’ll have to estimate your materials costs at first; 45 percent of labor is a good average to use until you have a history to measure.

Overhead includes the nonlabor, indirect expenses required to operate your business. If you have past operating expenses to guide you, figuring an overhead rate is not difficult. You simply total all your expenses for one year, excluding labor and materials. Divide this number by your total cost of labor and materials to determine your overhead rate. Of course, at first, you won’t have past expenses to guide you, so figure overhead as 30 to 40 percent of your labor-and-materials cost.

Most child-care center operators expect a net profit of 9 to 14 percent of their gross revenue. So let’s take a look at how the example works out, assuming that the child will be in your care for 50 hours each week (10 hours a day, 5 days a week):


 




Food for Thought

The Child and Adult Care Food Program (CACFP) is a federal program that provides healthy meals and snacks to children and adults receiving day care. CACFP reimburses participating public and private child-care homes and centers for meal costs. Linda Dupie says the reimbursement isn’t large, but it does help her manage her food budget. Children ages 12 and younger are eligible to receive up to two meals and one snack each day, and after-school care snacks are available to children up to age 18. Eligibility is based on the income level of the child’s family. CACFP is a program of the U.S. Department of Agriculture (see Appendix). Remember that CACFP reimbursements should be reported as income and food expenses as deductions on your income tax return.
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Round the tuition down to $230 per week.

This is just a basic formula to show you how the calculation is done based on expenses and desired profit. Most child-care centers charge according to the child’s age, with parents of children who are not toilet-trained or still prone to “accidents” paying as much as 20 percent more than slightly older children. Very young toddlers and infants also require lower adult-to-child ratios, which raises your labor expenses and contributes to higher fees for toddlers.

The goal in pricing a service is to mark up your labor and materials costs sufficiently to cover overhead expenses and generate sufficient profit. First-time business owners often don’t realize that they have priced their services too low.

You may begin the process of determining your prices by using the three elements we just considered, but the only way to judge the viability of that price is to test it in the marketplace. However, even if you find out that other centers are charging less, think carefully before lowering your price. Can you reduce your overhead and maintain profitability? A business that does not earn an adequate profit is more vulnerable to total failure because it does not have the financial cushion that good profits provide.

Also, even though other centers are charging less, your services may be worth more, or those centers may not have any openings, which means that your prospective clients can’t place their children there, anyway. Of course, that doesn’t necessarily mean families in the area will pay your higher rates; they may not be able to afford to. A little bit of research will tell you what families in your target market are able to pay. In general, families can afford to budget approximately 10 percent of their income for child-care expenses. A check of census data at your library will tell you the income ranges for your community; lower-income families may be eligible for child-care payment assistance.








tip
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Remember the marketing concept of “perceived value” when setting and increasing rates. If you set your fees too low, people may assume your services are not as good as they are at a center that charges more. If you go too high, potential customers may not be able to afford your services. Find a balance that works for you and your market.




 



Take your cost-plus-desired-profit figure and the figure of what families can afford, and see how closely they match. Although you certainly want to be sensitive to a family’s budget, keep in mind that it is not your responsibility to help all parents afford child care. Rather, it is your responsibility to set up a quality child-care program based on sound business practices. If you want to serve low-income families, take the time to investigate the various government subsidy programs designed to help people who can’t afford to pay the full price of child care. A good place to start is with your local research and referral agency.

Mitten Rosenberry initially set her prices based on the average rates in her community but later increased them on the advice of her advisory board. She realized that if she was going to have the best program in the area, she needed to charge accordingly. “That was hard for me,” she admits. “I think people in child care are often reluctant to charge the parents too much. But you have to balance that with the knowledge that if you don’t make money, you’re not going to stay in business. If you want new equipment, if you want to provide benefits to your staff, if you want to invest in training, you have to have a solid bottom line.”

Hourly or Weekly?

You can charge for your services on an hourly, weekly, or even monthly basis. Charging by the hour generally means you are paid only for the time the child is in your care and will not receive any income if the child isn’t there. This makes planning your own time and budget more challenging. Weekly or monthly rates based on an anticipated amount of care make more sense and are easier to work with.

You can add an overtime rate to your base rate to accommodate special needs of the parents. Using the example above, you would be charging a parent $230 a week for caring for a child ten hours a day. Let’s say the mother typically drops the child off at 7 A.M. and picks him up at 5 P.M. Monday through Friday. But during the first week of every month, the mother’s employer asks her to work an extra hour each day, which means she can’t pick up the child until 6 P.M. That’s an extra five hours for that week when you will be caring for that child, and you can charge an hourly rate for that time. Depending on the circumstances, you may want to calculate the hourly rate based on your standard tuition rate, or you may charge a premium for overtime. In this case, because the extra time is scheduled, you may opt to charge it at “straight time,” or $4.60 per hour. Or you may charge it at “time and a half,” or $6.90 per hour for the extra five hours over the basic 50 the child is with you.

Increasing Your Revenue
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Once you’ve set your fees and have been operating for a while, you may realize that your income is too low. There are several ways to increase your revenue.

       •    Charge special fees. You might ask parents to pay for a particular supply or to pay an activity fee to cover the cost of new materials, equipment, special field trips, and/or occasional enrichment activities. If you are a small, family child-care center and have developed a strong relationship with the families whose children you care for, consider asking the parents to pay for the cost of additional training and/or certification for you. Also ask parents to cover the cost of a substitute while you attend this training. Of course, you’ll have to help the parents understand how their children will benefit from these fees; if they see an advantage for their children, they will be more likely to accept the extra charges.

       •    Change policies. Your policies can affect the amount of your income. For example, some providers charge an initial registration fee to cover the extra time and materials it takes to register a child. It’s acceptable to charge more for infants and toddlers because caring for and supervising them takes more time. Charging a fee when parents are late picking up their children not only raises your income but also reduces the number of late parents. Examine your operation to see where you are providing additional services for the same fee, and consider whether a change in policies that would increase the revenue is appropriate.

       •    Increase your rates. You should increase your basic tuition rate once a year. When you initially register a family, let parents know that your rates will increase somewhat on an annual basis and tell them when they will be notified of the rate changes (usually in the same month each year). Language to this effect should be included in your contract. Give parents ample notice so they can budget for the increase. Announce rate changes in writing to avoid misunderstandings. Your letter might read, “According to our contract, I am to notify you during the month of October about rate increases for the coming year. Beginning January 1, your new weekly rate will be $_________.”
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Don’t be afraid to charge penalties for late payments and bad checks, or to ask for cash payment if you get more than one bad check from a parent. You deserve to be paid on time. State your policies and enforce them, and you will rarely have payment problems.




 



Certainly no parent is going to be happy about a rate increase, but they want what is best for their children. Of course, they also want their money’s worth, so you need to be prepared to justify any increase. Parents will be more likely to accept higher fees if they understand why they are needed and also see that their child will benefit from them.

To increase parents’ understanding, explain how you arrived at your fee. Often, parents do not understand how little family day-care providers make. They typically consider only the amount of income you get and forget to subtract the expenses—and in many cases, they have no idea what expenses you have. You could make up a simple sheet explaining how you determined your new rate.

You could also justify a rate increase by explaining how it will benefit the children in the coming year. For example, if you will be using the revenue generated by a rate increase to purchase new outdoor equipment, provide field trips, or become accredited, explain this to the parents.

Consider this: As you develop professionally, you’re worth more, and your rates should increase accordingly. Raise your rates every year, even if it’s a very nominal amount. The cost of living goes up; everybody else gets a raise, and so should you.

Forms of Payment
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You’ll receive payments by check and cash, and you may also want to set up a merchant account so you can accept credit cards. Check with your bank or the different credit card companies (see Appendix) for information on accepting credit cards. Many child-care and transportation service providers find that automatically debiting a parent’s credit card is the easiest and most efficient way to obtain payment. There are fees involved, but many providers find it’s worth it. An affordable way to accept credit cards is through an online payment processing service such as PayPal; if you and your clients have PayPal accounts, they can pay you with the credit card of their choice without you needing to have different merchant accounts.

Collection Procedures
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Decide when you want payments due, and make that a clear part of your policy statement. At family child-care centers, parents will typically hand the payment to you on the due date when they drop off or pick up their child. In a commercial facility, you might want to have a small facility such as a secure box where parents can quickly drop off their payments without the risk of a check being misplaced because it was casually tossed on the reception desk.

Consider taking an approach similar to this: Send home a late-payment reminder when the payment is two days late (see the example on the next page). If payment is not made within a week, speak to the parents by phone or when they come to drop off or pick up their child. At a predetermined point, you’ll have to stop allowing the child (or children) to be dropped off until full payment is made.

You’ll also want to establish a schedule of late fees and charges for checks that bounce. Typical fees for late payments range from $5 to $25 per day. For a bad check, be sure you charge enough to cover what your bank charges you, plus a little more for the hassle. Explain your policies to parents at the time of enrollment, and give them a copy of the fees and charges in writing so there is no question later on.

Although you have a right to expect to be paid on time for your services, you might also want to consider ways to make it easy for parents to pay on schedule. Your payment schedule may not match their needs. Some parents will find it more convenient to pay you on their payday; others will prefer to pay for two weeks at a time instead of one. If you are having payment problems with a particular parent, find out if a different payment schedule would solve the problem. This may be a little more work for you in terms of bookkeeping, yet it will likely be less of a problem than being paid late every week.
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If a parent who frequently pays late says the problem is forgetting the check, suggest that they write the check for child care when they get paid. They can keep that check in their wallet or purse and give it to you on the appropriate day. That way, they won’t have to remember to write a check each week; you simply remind them it’s payday, and they can pull out the check without any further effort.






[image: Courtesy: Gingerbread House]
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The bulk of your payments will come in on the same day each week, and you should keep this in mind as you plan your record-keeping tasks. Schedule other administrative tasks, such as handling payables and payroll, for days when you won’t have a heavy influx of payments.

Keeping Records: Start Right, Stay Right
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Regardless of the form of payment—cash, check, or credit card—most of the income you receive from your child-care business will show up on other people’s tax returns. Parents use their child-care expenses to determine their allowable child-care credits, and this makes your income very visible to the IRS. Accurate records are vitally important; you must carefully track and report all your income and expenses.

If your business is ever audited, you may find the IRS asking to see documentation such as grocery receipts, copies of menus, and children’s attendance records to justify your food purchase deductions. They will also ask to see documentation for automobile use and other expenses. Whatever you spend in the operation of your business is a legitimate deduction, including household child-care supplies such as soap, toilet paper, paper towels, and tissues; toys and play supplies such as crayons, markers, paint, clay, CDs, and DVDs; birthday and holiday gifts to children; educational expenses such as your admission costs for field trips (even though the children’s parents have paid for their children); memberships in child-care organizations; subscriptions to professional journals; and fees for seminars you attend.

Of course, you may never be audited, but you’ll still benefit from maintaining your records in a way that would make the audit process as painless and efficient as possible. In the long run, it’s easier—and you will always be prepared for whatever happens, whether it’s an audit, or whether you need financial documentation for some other purpose.

The first step is to open a separate checking account for your business. That way, you are not commingling personal and business funds where income or expenses can get lost or miscoded. You will capture your financial information correctly and in one place.

Next, get a business credit card, or at least a separate card in your name that you use exclusively for your child-care business. Charging business expenses will eliminate the risk of losing receipts for cash purchases. Also, if you carry a balance on a credit card that is used solely for business purposes, the interest is deductible; but if you mix business and personal charges on the card, the interest is not even partially deductible.
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It’s possible some of your clients will pay you in cash rather than by check or credit card. You may be tempted to not report this revenue on your income tax return—but don’t do it! Failing to report income is a crime and can cost you much more in the long run (in terms of interest, fines, and other civil and criminal penalties) than you might save in the short term. Record and report all your income, no matter how it is received.




 



Third, set up a good computer-based accounting system; any of the off-the-shelf accounting products will do. Once you are set up, record your information on a timely basis; this is important not only for audits but also so you know how your business is doing in terms of profitability at any given point.

For physical documentation, designate a filing cabinet for exclusive business use. Set up files by year so it’s easy to pull information out by date if necessary. Have separate files for payroll, payables (you may want to set up individual files for each vendor, depending on how many you have), and receivables. Remember that for whatever files you maintain electronically, you must also keep the program so you can access the data—that means keeping software even after you’ve upgraded.

Getting Free Supplies and Services
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Child-care programs have numerous wants and needs, and you will find that often the easiest way to get what you want is to ask for it. There are many resources willing to donate goods and services, but they have to know what you need.

The first step is to develop a wish list that you can post on a bulletin board or distribute to parents. You might want anything from empty egg cartons or coffee cans for a craft project to a video camera or computer. You might not get the higher-priced items as a gift, but it’s possible someone will lend you one for special events—and you’ll definitely get the egg cartons and coffee cans.

Here is a sample of some things you might ask for:

       •    Outgrown clothing and toys

       •    Used furniture (chairs and couch cushions for a cuddly corner, old mattresses to jump on)

       •    Holiday decorations

       •    Plastic dishes and other containers and utensils for sand and water play

       •    Yarn, needles, and fabric for projects

       •    Dramatic play props (old clothes, costume jewelry, luggage, etc.)

       •    Toy and equipment repair services

       •    Volunteers to help plan, organize, and supervise field trips

       •    Assistance with craft projects

       •    Volunteers to share a skill or talent with the children

If parents have items they’re not using but you can, most will be happy to donate them to enrich their child’s day-care environment. Many may work for companies that have items they would be willing to donate. The key is to make your needs known.

Be sure to show your appreciation to the donors. A simple thank-you note is all that is necessary. Notes written by (or dictated to you and then colored by) the children are appreciated and often cherished by the donors. You might also include a snapshot of the children using the gift. Acknowledge the gifts by posting notices on your bulletin board or including them in your newsletter (if you have one). This not only expresses your appreciation but also may spur others to donate, too.


CHAPTER

6

Locating and Setting Up

What is the ideal location for your child-care business? If you want to work from home, the answer to that question is simple. But if you’re opting for a commercial location, selecting a site takes some serious consideration and research.

This chapter covers choosing a site and deciding on the basic layout of your facility. The following three chapters discuss the various types of equipment and fixtures you’ll need, along with health, safety, and sanitation issues. However, there is a significant amount of overlap in these topics because how rooms will be equipped may affect how you design your floor plan. Read all four of these chapters carefully before you begin shopping for a location or, if you plan to operate from your home, before you begin designing your child-care space. Also, keep in mind that the guidelines presented in these chapters may be overridden by more stringent state or local laws; your licensing agencies will be able to advise you if this applies to you.

Choosing a Commercial Location

[image: ]

If you’re going to open a center on a commercial site, it makes sense to locate your facility close to your target market. Some parents may prefer a center close to home; others may choose one near their workplace. In the latter case, parents will get to enjoy more time with their children during their morning and evening commutes, as well as have the opportunity to spend time with them during the course of the day, perhaps for lunch or special programs.

Some site suggestions you should consider include:

       •    A facility within or adjacent to a residential neighborhood or near a school

       •    A facility in a shopping center where parents with their children are likely to pass by

       •    Sharing a facility with other community organizations

       •    Office and planned light industrial parks with a sizable workforce
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Many large corporations would like to offer on-site child care to their workers. You can approach these companies with a proposal to sublease space within their facility, giving them a significant employee benefit and you a built-in market.






Improving an Existing Facility

Buying or renting a facility that can be converted into a child-care center is usually much more economical than building one from scratch. Some facilities are more conducive to child-care operations than others.

       •    Retail conversion. A vacant retail store with a large parking lot presents an ideal opportunity for a child-care center. A portion of the lot could be fenced as a playground. Because stores typically have little or no interior partitioning, you have tremendous flexibility in designing different play areas, and your staff will be able to see throughout the center from almost anywhere.

                   The store will likely have an existing office you can use for your administrative area. Other space may be used for custodian’s equipment, kitchen facilities, and perhaps additional restrooms and a laundry room.

       •    Converting an apartment building. Apartment buildings can be successfully converted to accommodate a child-care business, especially buildings with plenty of outside area for a playground. Separate apartments allow for a logical operating plan. The administrative offices, reception area, and supply room can be located in one unit; the kitchen, dining area, and laundry in another; and remaining units can be set up as classrooms and nurseries.

                   A building with 8 to 12 units should be sufficient, depending on whether the units are one- or two-bedroom apartments. A single-story building is preferable.

       •    Church facilities. A local church or synagogue may have large education wings that are only used one day each week, usually on weekends. It may be possible to arrange a mutually profitable agreement to use the building’s space during the week for your child-care business. It will likely have much of the equipment and fixtures required by your state, which will reduce your startup expenses.

                   Be sure your written agreement stipulates that you are merely leasing the space and the business is yours, rather than making yourself an employee of the church. Avoid incorporating the organization’s religious philosophy or mission into your operation, as this may limit your market potential to those families in that congregation or of that particular religion. Also include a clause to prevent the church from evicting you and establishing its own day-care center, possibly stealing your clientele and the results of your hard work.

       •    House conversion. A house converted into a commercial child-care center tends to have a reassuring, homelike atmosphere that parents and children find comforting. However, few single-family houses can accommodate a large-scale child-care operation. If your goal is a small operation, a good-sized house with a large, enclosed yard can be ideal. You may need to modify or add restroom facilities to meet state requirements. Also, be sure to check zoning restrictions before you make an investment in the property.
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When looking for a commercial site, don’t overlook vacant child-care centers. Many business parks and corporate headquarters have facilities for child-care centers that are no longer in use for various reasons (often because a corporation no longer wanted to subsidize the service as a company benefit), but the buildings are designed and equipped for a child-care operation. You could get a great deal on buying or leasing such a facility.






Indoor Space and Equipment

The National Resource Center for Health and Safety in Child Care suggests the following standards for out-of-home child-care programs:

       •    The designated area for children’s activities should contain a minimum of 35 square feet of usable floor space per child, free of furniture and equipment, exclusive of food preparation areas of the kitchen, bathrooms, toilets, areas for the care of ill children, hallways, stairways, laundry, storage, and administrative space. With usual furnishings, this typically amounts to 50 square feet measured wall to wall. Children’s behavior tends to be more constructive when sufficient space is available to promote the practice of developmentally appropriate skills. Also, crowding has been associated with an increased risk of developing upper respiratory infections.

       •    Toddler and crawling areas should be protected from general walkways and areas used by older children.

       •    The toilet and hand-washing facilities should be accessible to and within 40 feet of the closest part of all indoor and outdoor play areas used by children. Toilets should be located on the same floor as, and next to, sleeping areas. When young children need to use the toilet, their need is generally very immediate, and a delay in getting to the facility could mean an “accident.” Also, if first aid is required, rapid access to running water is essential.


 




A Room of Their Own

Commercial child-care facilities should have a separate room or designated area for the temporary or ongoing care of a child who needs to be separated from the group due to injury or illness. Locate this space so the child may be supervised and lavatory facilities are readily accessible.

Children who are injured or ill generally need to be separated from other children to allow them to rest and minimize the potential spread of infectious diseases. Even though your policy may be to not provide care to sick children, you still need to be prepared to deal with a child who becomes ill while in your care. If you suspect the child has a communicable disease, clean and disinfect all equipment used by the child.

When not needed for the separation and care of a particular child, this area may be used for other purposes.




 



       •    Toilets should be located in rooms separate from those used for cooking or eating.

       •    Separate, private toilet facilities should be provided for male and female children six years of age or older. Once independent toilet behavior is established, children should be allowed the opportunity to practice modesty.

       •    Toilets and sinks should be adequate in number and easily accessible for both use and supervision. Your state will have its own specific requirements, but the following standards can be used for basic planning guidelines. Maximum toilet height for toddlers and preschoolers should be 11 inches, and maximum sink height should be 22 inches. For school-age children, standard height toilet, urinal, and hand sink fixtures are appropriate. Have a minimum of one sink and one flush toilet for 10 or fewer toddlers and preschool-age children using toilets; a minimum of one sink and one flush toilet for 15 or fewer school-age children using toilets; a minimum of two sinks and two flush toilets for 16 to 30 children using toilets; and a minimum of one sink and one flush toilet for each additional 15 children. Urinals should not exceed 30 percent of the total required toilet fixtures.


 




Buy, Don’t Rent

If you’re going to start in a commercial location, you may assume the best thing to do is to rent a facility. Children’s Discovery Centers owner Lois Mitten Rosenberry suggests a different approach: If at all possible, purchase the facility your center is in.

Mitten Rosenberry personally owns all the buildings her centers are in and leases that property to her company. The woman who started her business when her older daughter was on a free-school-lunch program now owns more than $3 million worth of real estate that will be paid for long before she’s ready to retire.

“When you rent, you’re paying money so the developer or landlord will have the money to make his own payments. At the end of ten years, you have nothing, and the person who owns the real estate has some valuable income-generating property,” Mitten Rosenberry observes. “If you can get the down payment and qualify for a mortgage, you’ll find your payments probably won’t cost you any more than rent, and you’re building equity.”

If the idea of owning property is a little scary, Mitten Rosenberry thinks you should be more frightened of a lease. If you own the property and things aren’t going well, you can sell it; if you sign a lease, you probably won’t be able to get out of it. Also, if you own the real estate, you’re not at risk of hefty rent increases after you’ve improved the property and built a successful business.




 



       •    Chemical toilets should never be used in a child care facility unless they are provided as a temporary measure in the event the facility’s regular plumbed toilets are not operating. Should the use of chemical toilets be required on a temporary basis, seek approval from the appropriate regulatory agency.

       •    Toilet-training equipment should be provided for children being toilet-trained. Child-sized toilets or safe, cleanable step aids and modified toilet seats (where adult-sized toilets are present) should be used; potty chairs are not recommended due to the challenges of sanitary handling.

       •    Toilet rooms should have a door that can be easily opened by children from the inside and barriers that prevent unattended toddler entry. They should also have at least one waste receptacle with a pedal-operated lid.

       •    Hand-washing sinks should be adjacent to diaper changing tables. Have at least one sink for every two changing tables.
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Environmental hazards such as pits, abandoned wells, and abandoned appliances present a risk for entrapment and even burial. Children can fall into wells, pits, and other excavations and become trapped in refrigerators. These hazards should be remedied or simply made inaccessible to children. Discarded appliances should have their doors removed.




 



       •    Diaper changing tables should have impervious, nonabsorbent surfaces. They should be sturdy, equipped with railings, and of an adult height. They should never be located in food preparation areas. Do not use safety straps; they are difficult to clean and may harbor contaminants and decrease staff-child interaction.

       •    Provide conveniently located, washable, plastic-lined, tightly covered receptacles that can be operated by a foot pedal for soiled burping cloths and linens.

       •    Water heating equipment should be capable of heating water to at least 120° F. Where a dishwasher is used, water should be heated to at least 140° F. Install scald-prevention devices on all faucets that are accessible to children.

       •    Drinking water, dispensed by either fountains or by single-service cups, should be accessible to children while indoors and outdoors. Drinking fountains should have an orifice guard above the rim of the fountain, and pressure should be regulated so the water stream does not contact the orifice guard or splash on the floor, but should rise at least two inches above the orifice guard.

       •    Play, dining, and napping may be done in the same room (exclusive of bathrooms, kitchens, hallways, and closets), provided that the room is of sufficient size to have a defined area for each of the activities at the time when the activity is underway, the room meets other building requirements, and the use of the room for one purpose does not interfere with use for other purposes. However, infants and toddlers younger than age 2 should be cared for in separate rooms.

       •    You should have a crib, cot, sleeping bag, bed, mat, or pad for each child who spends more than four hours a day at your facility. To ensure sanitation, comfort, and adequate temperature, when in use these items should be placed at least 3 feet apart, unless separated by screens. Pads should be enclosed in washable covers, used only over carpeting, and long enough so the child’s head or feet do not extend off the pad.

       •    Do not use stacked cribs; the lower cribs can be contaminated with bodily fluids from the upper cribs.

       •    Provide a separate storage area for each child’s and staff member’s personal effects and clothing. Each child’s property should be labeled with his or her name. Space coat hooks so coats will not touch each other, or provide an appropriately sized individual cubicle or locker for storage.
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Insurance Policy Evaluation Worksheet

Get answers to these questions for every policy you consider before making a final
purchase decision.

Policy type

Company name

Agent name

1. How does the company limit its risks?

Maximum number of children?

License, registration, or certification required?

Professional association membership/accreditation required/considered?

Other underwriting guidelines/considerations (pools, fences, pets, security, etc.)

.What is and is not covered?

N

Activities away from the home or center?

Transporting children?

Physical, sexual, or mental abuse?

Food service?

Employee conduct?

Administering medications?

Other activities/conditions:

What are the liability and accident insurance (medical payment) limits?

w

Per claim?

Per year?
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Late Payment Reminder
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to avoid further late fees.
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Mission Statement Worksheet

To develop an effective mission statement, ask yourself these questions:

O Why does my company exist? Who do we serve? What is our purpose?

O What are our strengths, weaknesses, opportunities, and threats?

O Considering the above, along with our expertise and resources, what business
should we be in?
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4. What is the deductible?

5. What is the premium?

6. Is the policy an occurrence form or a claims-made form?

7. What is the company’s reputation? What information came from:

Best’s Insurance Reports

State Department of Insurance

Consumer Reports

Government agencies

Professional associations

Business colleagues

Friends

Personal experience

8. What is the procedure for filing claims?

9. Does the company offer other types of coverage, and will additional policies
receive multiple policyholder discounts?

10. Is the agent knowledgeable and helpful?
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Travel and Activity Authorization for
Family Child-Care Center

| give permission for my child to leave the
[child’s full name]

home of with supervision
[name of child-care provider]

for trips in a car, on public transportation to special places, walks to the park,
shopping trips, etc. | understand that a certified car seat will be used on all car

trips.

Restrictions on trips:

Signature of parent or guardian
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Child Information Sheet

Child’s name (last, first, middle)

Parent/guardian (father)

Address Home phone
Cell phone Email
Employer Phone
Address

Parent/guardian (mother)

Address Home phone
Cell phone Email
Employer Phone
Address

Special contact information for parents/guardian
Child’s physician Phone
Address

Health insurance plan

Date of last physical examination*

Does your child have any special health problems or medical conditions that
require special care?

Vaccination status

If parents cannot be contacted in an emergency, contact:

Name Relationship to child _
Address Phone

Name Relationship to child

Address Phone

List every person, including parents, who may pick the child up. (List password
for non-parents)

1.

2.

3.
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Highlights of the week:

Areas that need improvement:

Steps taken:

Staffing action:

Staff changes:
(birthdays, positions needed, new employees,
resignations, terminations, etc)

New students:

Withdrawn students and why:

How many children have enrolled
from previous tours this month?

How many tours were given last
month?

How many children do you have
on your waiting list?

What ages?
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Labor (50 hours at $2.17 per hour)
Materials (45 percent of labor)

Total labor and materials

Overhead (35 percent of labor and materials)
Subtotal

Profit (9 percent of $212.40)

Weekly tuition

$108.50
$48.83
$157.33
$55.07
$212.40
$19.12
$231.52
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O What is important to us? What do we stand for?

Now that you've answered those questions, you are ready to write your own mis-
sion statement. Use the area below.
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Is anyone specifically denied permission to see the child?

Does your child have any unusual eating habits or food preferences or dislikes?
(describe)

Is your child toilet-trained?

Does your child need assistance with:
U Dressing or undressing dWashing UEating U Toileting

Does your child usually nap?

Time of day __Howlong?

Does your child have any special problems or fears?

What are your child’s interests or favorite activities?

Other children living at home:

Name Age Boy/Girl (circle one)
Name Age Boy/Girl (circle one)
Name Age Boy/Girl (circle one)
Name Age Boy/Girl (circle one)

Other information that might assist the center’s staff in understanding and car-
ing for the child:

*Any child who has not had a well-baby or well-child examination recently (within the past six
months for children under two years old and within one year for those two to six years old) should be exa-
mined within 30 days of admission to this facility.






OEBPS/images/f0038-01.jpg
Center:

Date:

Total Enrollment:

Average Daily Attendance:

Actual Daily Attendance:

Staff

Class

Mon.

Tues.

Wed.

Thurs.

Fri.

Total

Infants

Total

Toddler 1

Toddler 2

Total

Preschool 1

Preschool 2

Total

Pre-K1

Pre-K 2

Total

Kindergarten

School-age

Total

Grand total
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