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Childhood Education M&A in
the US Market

Combining more than 40 years of M&A advisory experience, FOCUS
Investment Banking drives results for middle marketing clients across 11
coverage groups. With over 50+ professionals, FOCUS boasts a nationwide
footprint and access to foreign markets through 36 global partnerships.




OVERVIEW

The U.S. early childhood education sector has become a
hotspot for mergers and acquisitions (M&A)

Key market drivers include:

1. INCREASING DEMAND FOR CHILDCARE SERVICES

¢ Rising Workforce Participation: More dual-income households and the return of
parents to the workforce post-pandemic have fueled the need for reliable childcare
services.

¢ Focus on Early Education: Research highlighting the critical role of early childhood
education in cognitive and social development has driven demand for high-quality
programs.

2. GOVERNMENT SUPPORT AND SUBSIDIES

¢ Increased Federal and State Funding: Federal initiatives such as tax credits, grants,
and subsidies for childcare providers have stabilized revenue streams, making the
sector attractive to investors.

¢ Universal Pre-K Initiatives: Some states are introducing universal pre-kindergarten
programs, boosting enroliment and creating opportunities for providers to scale.

3. FRAGMENTED MARKET RIPE FOR CONSOLIDATION

¢ Highly Fragmented Industry: The market consists of many small, independent
operators, providing larger players with opportunities to acquire and consolidate.

¢ Economies of Scale: Consolidation allows operators to improve profitability through
cost synergies in staffing, curriculum development, and operations.

4. GROWING PRIVATE EQUITY INTEREST

¢ Predictable Cash Flows: Childcare businesses often have recurring revenue models
based on tuition or government funding, attracting private equity (PE) firms.

¢ Exit Opportunities: PE investors see strong exit opportunities due to the growing
number of strategic buyers and continued sector growth.

5. SHIFTS IN PARENT PREFERENCES

¢ Focus on Quality: Parents increasingly seek premium services, including specialized
curricula, organic meals, and extracurricular programs, encouraging investment in
high-quality operators.

¢ Tech Integration: Providers that integrate technology for communication, billing, and
learning management are becoming more attractive acquisition targets.
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6. URBANIZATION AND POPULATION GROWTH

¢ Suburban Expansion: As suburban and urban areas grow, so does the demand for local
childcare centers. Providers in high-density areas are particularly attractive for
acquisition.

Demographic Trends: A steady birth rate and immigration contribute to a consistent
demand for early childhood education services.

7. IMPACT OF COVID-19 AND RECOVERY

¢ Increased Awareness: The pandemic underscored the importance of childcare in
supporting the workforce, leading to sustained focus on the sector.

Operational Challenges: Some smaller providers struggled during the pandemic,
creating acquisition opportunities for larger operators with strong financial backing.

8. REGULATORY CHANGES

Higher Standards: Regulatory focus on quality and safety has increased operational
costs, encouraging smaller operators to sell to larger, more compliant entities.
State-Level Variations: Regulatory differences across states create opportunities for
multi-state operators to grow through acquisitions.

9. REAL ESTATE AND INFRASTRUCTURE

Prime Locations: Established centers in high-demand areas with long-term leases are
attractive acquisition targets.

Facility Enhancements: Centers offering modern facilities and upgraded infrastructure
command higher valuations and interest.

10. TECHNOLOGICAL INNOVATION

Operational Efficiency: Use of digital tools for enroliment, parent communication, and
curriculum planning boosts profitability, making tech-savvy operators more appealing.
EdTech Integration: Providers incorporating educational technology to enhance
learning outcomes are viewed as market leaders.
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CONCLUSION

These market drivers collectively fuel robust M&A activity in the U.S. early childhood
education sector. Investors, private equity firms, and strategic buyers are drawn to the
sector's resilience, scalability, and long-term growth potential, ensuring that M&A activity

will remain strong in the years to come.
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Mike McCraw, Managing Director at FOCUS, is an
experienced entrepreneur and investment banker and has
over 30 years’ experience serving clients with mergers &
acquisitions, advisory services, and business consulting.
Prior to joining FOCUS, Mr. McCraw led the Consumer
Team at Founders Investment Banking. While there, he
helped launch a well-attended annual educational and
networking event called the Multi-Unit Summit, bringing
together top brand and industry leaders in a relaxed, high-
quality environment. Mr. McCraw has also served as CFO
for several multi-unit companies.
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