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arly learning lasts a lifetime. We

now have a strong body of evidence

that learning is especially signifi-

cant in the first five years of life and

affects brain architecture for years

to come. That's why high-quality early care and

education (ECE) is vital for children’s academic

and social success.? And given that more than

60 percent of U.S. mothers of children younger

than 5 years old are working and that 73 per-

cent of those children are regularly in child care,

making sure that ECE is a healthy, sustainable

industry delivering high-quality services is criti-
cal for the nation.

But delivering a high-quality program is

expensive. Programs must offer competitive
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salaries to attract and retain teachers with the educa-
tion and experience needed to foster positive child de-
velopment. Employees need ample opportunities for
supervision, mentoring, and other professional-devel-
opment activities. Bilingual services, mental health
services, developmental screening, and links to health
insurance may be needed? Few market-based ECE
programs can secure the stable revenue required for
such costs. Many already suffer from poor teacher qual-

ity and high turnover.

Communities & Banking

19



20 Fall2010

The Business Challenges
Although vital, the ECE industry is fragile.
Most ECE businesses are small and head-
ed by professionals whose expertise is not
business expertise. Tuition may be the sole
revenue source. In fact, the average child-
care center generates about 87 percent of
its revenue from parent fees.! Compare
that with public colleges and universities,
which rely on tuition fees for only 36 per-
cent of revenue. Although there is some
government support for ECE programs, it
represents only a small percentage of ECE
expenditures.’

Generating the dollars needed to estab-
lish and sustain high-quality early care and
education programs has never been easy,
and it is harder in a recession. For parents in
many communities, especially low-income
ones, price sensitivity is high, which means
that programs often cannot charge fees
high enough to cover costs and still attract
enough enrollees.® Because licensing and
good practice require high staff-to-child
ratios, good programs are expensive, and
full enrollment is needed to pay for them.
In attempting to remain economically via-
ble, early care and education programs face
what we term the “iron triangle”: setting
fees high enough to cover costs, collecting
fees (or publicly funded vouchers) in full
and on time, and maintaining full enroll-
ment. The need to simultaneously meet all
three requirements makes programs espe-
cially vulnerable to market conditions.

ECE programs are usually small busi-
nesses. Nationwide, the average child-care
center serves fewer than 70 children. More
than 80 percent employ 20 workers or
fewer.” At many centers, managing finances
is just one of numerous tasks that directors
or assistant directors handle. They must
react to scores of demands every day (staff
needing supervision, a child who won’t stop
biting, an anxious new parent, a clogged
toilet, an ill cook). Fiscal management often
gets pushed to the bottom of the list.

Also, to ensure sustainability, ECE
managers must tap many funding streams,
interact with multiple public and private
agencies, and market their services. To keep
dollars flowing, they need to comply with
a dizzying array of funding requirements
while meeting complex quality standards.
Without careful, consistent attention to
the business side, revenues decline and pro-
grams falter.

Shared Services Alliances

To address the issue, a growing group of
ECE leaders are developing a manage-
ment approach called shared services. The
idea is that a shared infrastructure can give
programs access to professional business
support that functions at an efficient scale
but lets programs maintain their status as
independent providers.

Shared services alliances have been
formed that include both center- and home-
based providers and numerous services,
business models, and sponsoring agencies.
(See “Potential Shared Services.”)

Potential Shared Services

Quality support

(classroom and child assessment,
curriculum support)
Management/administration
(team of directors/supervisors)
Fiscal (billing and fee collection)
Marketing and enrollment

Fund development

Human resources and staffing
Health/mental health/
family support

Food services

Purchasing goods and services

In Chattanooga, Tennessee, the Chil-
dren’s Home, a large child-development
center, leads the effort. Before offering
management services to the 10 commu-
nity-based programs in its network, the
Children’s Home had its own staff manag-
ing money and supporting program quality.
Creating the network involved restructuring
and expanding the staff to reach an addi-
tional 370 offsite children.

In other communities, similar econ-
omies of scale can be found in a range of
intermediary organizations both inside
and outside early care and education,
including child-care resource and referral
agencies, family child-care networks, and
nonprofit umbrella organizations. Some
ECE programs join forces and create collec-
tively run shared services entities.

As the organizations engaged in shared
services create new business models, they
also are developing new management
tools, including information technology

to support fiscal and management tasks
and better data collection to guide market-
ing and enrollment. Additionally, leading
shared services organizations are collabo-
rating with other industries to reach scale
nationally in functions such as human
resources and purchasing.

Alliances can make ECE programs
financially and programmatically stronger.
The small child-care programs that joined
up with the Children’s Home had previ-
ously been struggling financially and were
unable to provide high-quality services.
Today they not only offer top-quality early
learning but are able to link the low-income
children and families they serve to compre-
hensive health, mental health, and social
services. Staff members have higher wages
and paid health and dental coverage, a
pension plan, and a host of other benefits
and career opportunities not available to
them in the past.®

Infant-Toddler Family Day Care
(IFDC), an alliance of home-based provid-
ers in Fairfax, Virginia, boasts similar results.
IFDC includes about 130 family child-
care providers, most speaking a primary
language other than English. Thanks to a
steady income in the alliance, they earn more
than their unaffiliated peers. The alliance
manages fee collection and helps providers
stay fully enrolled. It has strong standards
for professional development and specialized
training and internship opportunities for
non-English speakers. Its home-based pro-
viders stay in the child-care field 2.6 times
longer than the national average. Among
other benefits, the alliance offers parent
services such as support groups, parent-
ing education, and substitute care when an
alliance provider is ill. (See “Network
Hub.”)

Small with Scale Advantages
In creating an administrative structure large
enough to employ staff with the skills and
time to focus on the business side, allianc-
es actually support the small settings that
foster good child development. The whole
is greater than the sum of its parts. Consider
the following:

* the fiscal management and economic
strength of a larger organization make it
easier for very small businesses to weather
economic storms;

* costs in areas such as payroll, benefits
management, banking, janitorial, food
services, and purchasing are lower;
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* the morestable financial and organization-
al structure, improved compensation, and
comprehensive professional-development
approach translates into higher-quality
education and more family support ser-
vices; and

* outcomes are better and more easily tracked.

Increased government support and
consistent policy direction for early care and
education is needed. But the ECE industry
also needs to reinvent itself by investing in
stronger management models. With careful
attention to the business side, market-based
early care and education services can build a
better future for the nation’s children.

Louise Stoney, an independent early care
and education consultant, is a co-founder of
Opportunities Exchange, a nonprofit project
dedicated to developing shared business plat-
Jforms for the ECE industry, www.opportuni-
ties-exchange.org. Libbie Naman Poppick
is a consultant with Opportunities Exchange.
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