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Louise began the call with a brief overview of what is meant by the term "Shared Services" and outlined seven examples of shared service strategies. These examples are summarized in the attached handout, entitled What Does the Term Shared Services Mean? She then asked Diane and Marcia to talk about their experiences in leading ECE shared service initiatives.

Louise: What are some of the best ways to begin planning a shared services strategy? If you were to describe research and development needs, what would that entail?

Diane:  several years ago we brought about 12 center directors together as part of a social entrepreneurship project. We had them do time studies, share experiences, etc. over a couple of months.  We then developed a business plan in three phases: first, economies of scale in purchasing, second, staffing issues, third, accounting and bookkeeping. The centers were desperate at the time for staff so they went to United Way and we were given startup funding to begin a staffing services project. We partnered with a company in California to create a process and managed to recruit and place about 30 quality teaching staff in local centers. We then tried to expand the product, by marketing it to all the centers for a price. Some centers purchased the service but most did not. (It's hard to sell something that folks aren't used to paying for.) The centers that utilize the service love it.  But user fees alone -- at this size -- are not enough to cover our costs. I say all this because it is not where we would have begun the process. But that isn't where we plan to stop. 

Now in a different project we are trying bulk purchasing or discounts for 24 centers. They have given us ideas about what they would like, contacts, etc. and we have begun to enter into agreements with vendors. They are seeing savings, and the effort is growing, but it's still a slow process. Shared services -- at any level -- is a big change; it's a new way of thinking.

Marcia: Our experience in Santa Cruz was more of a grassroots effort. We have 105 child care centers – many of which are nonprofits. Few organizations have multiple sites so many of the child care centers operate as individual small businesses – private proprietors and nonprofits. Because of the shrinking foundation dollars and local government support, the centers themselves were talking about issues around survival. Many of their programs were not sustainable. We had been working through Child Care Ventures to get them to look at themselves as businesses, to develop business plans and to look at long-term sustainability. Many of them thought in terms of how others could help them versus trying to help themselves by reducing their own costs internally. As we began the discussions, there was a lot of resistance. They didn’t see how they could possibly cut costs. Then we started talking about the economies of scale approach. They began sharing the kinds of things they could perhaps purchase or share the cost on together. 

Our approach was to pull together a workgroup of center directors, look at the issue and design a survey to go to all the center directors. Our goal was to identify a pilot service for immediate implementation as well as some future long-term services. We got a grant from a foundation to help with this process. We got 60 responses to our survey. Of that number, at least half said that they were interested in a shared services approach. People are beginning to realize that there’s a benefit. They have come to this conclusion though through their own association meetings and involvement rather than someone telling them this was the way to go. Peers educating peers.  That’s why our project has been successful. We’re now working on a bulk purchase process as well as an employee dental insurance program. 

Louise: You took a rather unique approach to get your surveys completed. Why don't you tell the group about it.

Marcia:  We talked to the directors about their experience in completing surveys and asked what could be done to get surveys completed and returned. In the past we found that directors are so overwhelmed that the survey ends up at the bottom of the pile. So we took a different approach. We sponsored an event -- a celebration for directors. Local businesses donated food for dinner. We had raffle prizes for everyone – prizes that were a personal gift for everyone rather than a work-based gift (things like massages and hand knit scarves. During the program part of the event directors who were part of our shared services work group explained the economies of scale approach, distributed the survey, and walked participants through how to fill it out. Participants could either complete the survey right away or send it in afterwards. For those that did not attend, personal contacts were made to get them to complete the survey. They walked them through it on the phone or in a personal visit.

Louise: So..it sounds like research and development for a shared services strategy is really a balance between research and process. You have to identify potential needs, but also have to inform providers about what a shared services strategy could do for them and why they should care. Providers need to be engaged in the process; and you've both given us excellent examples of how they can be engaged. Another approach is one that was taken by the Ready to Learn Project in Philadelphia. They began by offering child care programs one on one technical assistance with budgeting and management. Then, over time, they began to see how the things directors were struggling with were common, and that one of the solutions might be a shared services approach. In short, there are lots of different ways to approach R&D for a shared services strategy. It is definitely not a linear process.

Louise: OK. Let's talk about the umbrella organization that helps to launch a shared services strategy. What types of organizations are best suited to lead this work?

Marcia: Child Care Ventures is a program of the Santa Cruz Community Credit Union, which is also a Community Development Financial Institution (CDFI). This is a private sector financial intermediary organization. They get money from many sources and then can re-lend the money or establish grant programs that promote community development. They also work hard at providing different services for economically disadvantaged individuals or business sectors. The child care sector fits into the kind of client that such a group would want to work with. Child Care Ventures is a collaboration of the community development corporation, the county, child care resource and referral, and others. By working in partnership with a CDFI we are able to access funds that others could not. 

Diane: Action for Children is a child care resource and referral agency. We are one of the oldest – 33 years of service. We serve a 7-county region. CCR&R agencies are in a good position to oversee a shared services initiative if they have good relationships with the providers in their area. We have many different programs that support centers and directors and, through these programs, work closely with 80% of the centers in our area. So, if we pilot one aspect of a program with a smaller group of provides, we are in a good position to then roll it out to all providers in our area. By piloting these efforts with them, we can determine what is successful and try and work out some of the bugs before launching a broader initiative. We have 450 centers in our area. Right now our shared services initiatives are primarily focused on child care centers, but we are looking at bringing family care homes into the bulk purchasing pool. 

Marcia: I want to jump in here and reinforce what Diane said. I agree that CCR&R agencies are key players and can assume a leadership role in shared services. CCR&Rs have the direct contact with providers. Our local CCR&R agency is a very important part of our collaboration through Child Care Ventures. Trust is also critical. There’s a lot of distrust among programs because competition is so rough right now and programs are trying to survive. It is essential to find a group that the providers trust and that has the capacity to make shared services happen. I also want to stress that the umbrella or lead organization doesn’t necessarily have to be the one that is providing all the services. Perhaps they only coordinate the services among other entities. An example would be a collection agency. Our providers are concerned about uncollected parent fees. A collection agency would be better suited to this than our agency, but we might be the one who finds the collection agency and works out an agreement for them to handle bad debts for a group of child care programs.

Louise: In your experience with shared services, what works best -- and what doesn't work as well? In other words, what are some of the most important lessons you have learned?
Diane: Directors must look at their businesses differently and be willing to change. They have to see that they can save time and money and get access to more opportunities if they work together. For example, Time Warner was going to charge each child care center a specific price for accessing the internet. As a result of our bulk purchasing program we were able to negotiate a 50% discount for all participating centers. So…we just keep looking for things like this; things that directors want and need. Our philosophy is that if we do this step by step, and they trust us over time, eventually they will be open to sharing more and more services. 

I think the biggest challenge is that many of the services they need and want are not so obvious. In other words, it might be something that is already built into their jobs and doesn't have a separate line item in the budget--like the cost of recruiting, training, placing staff. Now intellectually they can see that this costs them time, and that time is money. Intellectually, they see the benefit of it, but practically -- when it comes to paying us to run a staffing service. Well…it's hard for them to put that in their budgets. Developing a new pattern of behavior is a challenge. Another example, directors have relationships with specific vendors and sometimes they are reluctant to enter into bulk buying agreements because they don't want to leave their current vendor. We had that issue recently with purchasing milk; we had a director who really wanted to maintain a relationship with an existing vendor. So we suggested that the director give us the name of the vendor she really liked, to work with us and allow us to go to that same vendor to negotiate a special deal.  

Working by example, with smaller groups, is also a key lesson. For example, we pulled together a group of child care centers to respond to a state Head Start RFP. By working together we were able to apply as a consortium – filling out this huge 72-page application -- rather than everyone applying individually.  There is just no way that many of these centers would have found the time or the expertise to go through such a complex bidding process. And they would have been bidding against each other. This way, they all came in together, shared the work, and shared the results. Centers that were hesitant at first now see the benefit of what they can gain by working together. This consortium has been a terrific first step.

Louise: We have a question from the audience to share some more information on the PEO issue.  The question specifically relates to family child care providers--does the PEO actually become the employer and assume responsible for withholding taxes for these providers?

We do not have anyone on the call who has experience with PEOs, so I will answer this one to the best of my ability. I believe that the answer is yes. The family child care provider would be an employee of the PEO and get a pay check from them. The PEO would do the withholding of taxes, social security, etc. Now, to make this work the family child care provider would have to deposit funds into an account with the PEO each week. In other words, they would have to collect their fees and then send a set amount of fees to the PEO so that they could cut a check. So one of the issues that is being examined carefully in the research and development phase of the PEO concept is whether or not this can be done with home-based care providers that are not part of a network that helps collect fees. It may be that, in order for the PEO concept to work for home-based care, there needs to be some sort of an administrative entity that make sure fee revenues are collected and deposited. (Many child care centers already have another entity handling their payroll so it’s not as big a stretch for them. They would simply deposit the payroll money with the PEO rather than the payroll service.) No one has launched a PEO in early care and education yet. Groups in NC, WI and PA are in the process of doing feasibility studies and/or writing business plans on this right now. In the future we hope to have more information on how PEOs could work in early care and education. But right now we are very much in planning phase. 

Louise: Ok…let's get back to talking about some of the shared service strategies that Marcia and Diane have launched. Can both of you talk more specifically about marketing. What are some of the most effective marketing approaches?
Marcia:  The best marketing approach is to have a group of center directors who are knowledgeable and interested and willing to discuss shared services with their peers. 

The word of mouth approach is much more effective than having technical assistance providers preaching to center directors. We worked through the CCR&R newsletter and also worked on how we framed the message. We had to help change how the center directors think about their program and to promote a business model. These centers are small businesses in a survival mode. Working together, they can survive and be sustainable. 

As our group of providers started to think about what to call themselves, what they came up with was the “Child Care Business Alliance”. They wanted to place child care – the sector itself – on an equal footing with the business community. They created the following mission statement:

The mission of the Santa Cruz County Child Care Business Alliance is to increase the economic stability and sustainability of the child care sector in Santa Cruz County. The Alliance uses a collaborative approach to reducing administrative and program costs. This centralized services approach promotes program effectiveness and efficiency, and recognizes child care as a thriving business and profession which is vital to a healthy local economy.

Forging this group -- and crafting this mission statement -- was very important in changing the way child care providers see themselves. It’s also a long-term approach. In the beginning, some of the cost savings may seem like draconian cuts – like eliminating a long-time bookkeeper and sharing fiscal management costs -- but in the larger scheme of things it will put the program on much better footing. A few years from now, the cost savings that result from a shared services approach could be the difference in whether a program can meet its budget. 

Louise: I know that you, Diane, have a staff person who goes out and meets with directors to market your staffing service and other shared service strategies. Could you tell the group more about how this works.
Diane: Yes, it’s a matter of putting your money behind the change process. The staff person who oversees Centers that Care and bulk purchasing makes contact with center directors on a daily basis – “selling” the services we have to offer. When we took on the Head Start project, we allocated some of her time to that project as well. Without this dedicated support in getting out into the community, it wouldn’t be possible. We’re now looking at a membership fee where centers could access a range of shared services as needed.

Louise: I was about to segue into a discussion of how to market this idea to funders….so, this is probably a good time to insert another question from our audience. This one is from a group in Missouri who is working on a small business development center. They want to know if shared services might be a good fit for that group, and if it is appropriate to think about state funding for a shared services strategy?
Before I turn to Marcia and Diane on this, let me just underscore that I think it is really important to get all funders – public and private – to realize that we are setting child care up for failure if  all we do is give them business training and then assume they will succeed in running child care businesses. Just training people to be good business managers in a field where the margins are so tight and the profits are so small is not effective - much more is needed. Child care businesses are very, very hard to run successfully. Often, just being a good business manager isn't enough. Many child care businesses are just too small and too economically fragile to survive over time.  

It is time the United States started thinking about child care as an industry, and exploring industry-wide supports. This is not an alien concept. Our country has a long history of providing support to industries. A long time ago we realized that small farmers needed help, and the US started investing in farm cooperatives as a way to help farmers share the cost of growing, storing and marketing their goods. We've also provided a host of supports to other industries -- such as health care, housing, and more recently the airline industry. It is time that we thought carefully and seriously about ways that we can support the child care industry. The shared services examples we are talking about today are completely appropriate for government support. So…the short answer to the folks at the Missouri Business Development Center is YES, make shared services a part of your business strategy. And look for state support for this work.

Louise:  Ok. Marcia…Diane…do you want to add more? And what advice would you give about marketing this approach to funders?
Marcia: It’s a tough question. How do you get states involved? We must get them to look at business support as well as basic subsidy. There are lots of incentives for small businesses in communities. We have to think about how to capture those. Also, how do we hook the business sector into our shared services strategies? Example: in our bulk purchasing approach, one of the issues is that it’s difficult for small businesses to survive when “big box” stores come to town. If we can make bulk purchasing arrangements with locally owned markets, vegetable grocers, office supply stores, etc. then we are helping both child care businesses AND other local businesses. That’s a win/win. We are helping sustain their businesses and have a mutually beneficial partnership, something that could really engage the private sector. 

Now, for other funders…we have to think about how we get the start-up costs we need to build these programs, and this needs to come from a third party source -- at least at the beginning. So, I think this means that we have to frame the shared services message for foundations that are looking at leading edge concepts. Talk to them in terms of long-term sustainability. I think funders would be willing to look at helping us with start-up and development costs if we can have testimonials from centers that this kind of approach makes a difference. The funders want to see the buy-in. So…the bottom line is that I think we truly have to take a multi-pronged approach to marketing and funding.

Diane: Our experience locally with foundations is that they are interested in the concept but when we asked for research and development and start-up funding, we couldn’t get them to contribute. Only United Way supported us. It was frustrating. But shared services is a new idea. And new ideas are always risky; always hard to sell; always slow to take shape. So we just keep working on it, step by step.

Louise:  I firmly believe that this is an idea whose time has come, and I want to really thank champions like Marcia and Diane and all the centers they work with for being bold enough to go out on a limb and try new ideas. This is very important work. We've really only touched on a few key points in this call. There are many, many additional issues that need to be explored and additional folks we could invite to speak. So…for those of you who were listening in today, let us know what resonates and you'd like to learn about next.

Also make sure you check out the handouts that are available at http://www.earlychildhoodfinance.org/What%27sNew/SharedServicesConfCall/ResourceMaterials.doc
What Does the Term "Shared Services" Mean?

Simply put, Shared Services refers to a range of strategies that allow early care and education businesses to come together to share costs. There are a number of different ways this can be done. These include:

· Purchasing Pools or bulk buying - where a group of providers negotiate an agreement to buy from a single vendor, in exchange for reduced prices. 

For a specific example of this approach, check out: http://www.uscommunities.org/
· Staffing Services - where a single entity provides staff recruitment & placement services or substitutes.

For specific examples of this approach, check out:  pages 67-72 in http://www.earlychildhoodfinance.org/handouts/CollectiveManagementfullreport.pdf and Centers that Care's website http://www.actionforchildren.org/page5000.cfm
· Food Services - where a group of ECE providers share a commercial kitchen, or contract with a single entity to cater meals;

For specific examples of this approach, check out:  pages 71 and 38 in http://www.earlychildhoodfinance.org/handouts/CollectiveManagementfullreport.pdf
· Contract Negotiation - where a group of ECE providers come together to collectively bid on a contract or to negotiate the provision of services for a particular vendor or company. 
For a specific example of this approach, check out:  Action for Children Head Start Plus initiative.

· Human Resources - a group of early care and education programs could create a shared benefits package, either through their own self-insurance, or by negotiating with an insurance company, or by working with a Private Employer Organization (PEO). A PEO is a co-employment strategy that allows small businesses to come together into a larger organization for the purposes of human resources. Under a PEO structure child care staff would have 2 employers: the child care center, which would supervise their day to day activities, and the PEO, which would be the employer of record for payroll purposes. 

For a specific example of this approach, check out: http://www.napeo.org/.  There are a handful of folks around the country that are exploring the feasibility of creating a PEO for early care and education practitioners, but no projects have been launched to date. One example of a collective self-insurance approach is the Ithaca Health Alliance, at http://www.ithacahealth.org/
· Shared Administration - a group of early care and education programs could contract with a single entity to handle overall program management and administration. Or they could contract with a single entity to handle just some aspects of administration, such as billing and fee collection or marketing.

For specific examples of this approach, check out:  pages 51-56 in http://www.earlychildhoodfinance.org/handouts/CollectiveManagementfullreport.pdf
