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Introduction

Children's Corner, Inc. is  in the business o f education.

Its programs consist o f  providing pre-school, day care, and 

kindergarten services and fa c i l i t ie s  for young children. Both 

the state and federal requirements for sanctioning have been 

met, thus enabling Children's Corner to benefit from accepting 

welfare recipients as enrollees. Sales consist o f  providing 

these services to parents on a half-day, daily, weekly, or 

monthly basis. Rates are also available on a space-available, 

or exact per diem rate, with or without lunch. Sales are then 

measured on an average daily attendance (A.D.A.) basis.

Enrollment at Children's Comer has continually risen 

in the la st  three years with A.D.A. ranging from 11$ in 1973 

to 2I4O in f is ca l year 1976. ( See Exhibit 1 for the complete 

enrollment h istory .) There are now four schools located around 

the metropolitan Omaha, Nebraska area. The firm is  considering
i t \iaY £ "  U u  !  *

the location of a new s ite  in the far Northwestern section o f the 

c ity . Each s ite  is  considered an autonomous segment o f  the 

overall concern with management functions le f t  almost entirely 

to each individual school Director. Performance of each o f the 

directors is  measured by two fa ctors; cost control and enrollment. 

Basic policy  and budgeting are formulated by the President o f 

Children's Cor rer, In c ., Mr. Max K iltz .
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Certain aspects o f the business are o f great concern to 

Mr. K iltz at this time. His sales have not yet reached capacity 

leve l at the existing centers and he is  contemplating new adver

tising strategies. Also a great degree o f fluctuation in attend

ance exists from month to month which creates many financial and 

marketing problems. The upcoming year is  the f i r s t  during which 

Mr. K iltz has allocated a substantial sum toward an advertising 

campaign. He has tried  to motivate the directors to pursue new 

students in a more aggressive manner but, as yet, has received 

l i t t l e  reaction. Children’ s Comer is  a re la tive ly  new firm and 

as such, is  s t i l l  defining the re la tive ly  basic attributes o f it s  

market, 1

History

Children’ s Corner, Inc. was the "brainchild" o f  Max K iltz , 

the owner-president. In 1968 as a C ertified  Public Accountant,

Mr. K iltz did a fe a s ib ility  study o f  a federally sponsored day 

care center arrangement in Omaha. Even though the stucfy showed the 

project to be unfeasible, the idea remained in the back of his mind. 

For two years, while on the road, Mr. K iltz would stop and v is i t  

existing day care centers around the Midwest in hopes o f solving 

the problems that had developed in the study.

In 1970, Mr. K iltz  was approached by a c lien t real estate 

developer for  the purpose o f constructing a day care center within 

an apartment complex in Southwest Omaha, Plans were drawn up and 

Mr. K iltz decided to accept the proposal. Construction required one 

year and in the interim an opportunity arose to lease a large house in 

the center sector o f  the c ity . Mr. K iltz believed that this venture



3

would provide him with valuable experience in testing his ideas

before the larger, more modem, Southwest complex opened. Thus,

i t  was here that the f i r s t  school was opened in 1970.

In 1971, the Southwest complex opened. This complex was

b u ilt  to the specifications of Mr. K iltz  and was considered the

fin est school o f  it s  kind in Omaha. The school progressed in

market acceptance and Mr. K iltz was quite pleased with the in it ia l

results o f  the firm and la ter  stated:

"I'm afraid I became a l i t t l e  too overen thus i  as t i c .
I decided to expand into other sections o f the c ity .
My financial situation was not stable enough to enter 
into the new markets with the strength necessary to 
weather the d iff ic u lt ie s  that ultimately were to ar ise ."

In 1972, Children's Corner added two schools, one in the 

Northwest sector of the c ity  and one in a southern Omaha suburb, 

Bellevue. The Northwest center progressed according to expecta

tions. However, the Bellevue center developed complications 

almost immediately. Strategic Air Command headquarters are 

located at O ffutt Air Force Base near Bellevue. Therefore, a 

large part of the population in that area are transients and 

for this reason, predictions o f  enrollment were d i f f ic u lt  to 

ascertain and fluctuated greatly. The lu lls  in attendance created 

too great a strain on the capita l structure o f  the overall concern 

and ultimately the school was closed. Mr. K iltz d islikes the 

demographic characteristics o f the Bellevue area; nonetheless, 

since the closing of the Bellevue Children's Corner, the location  

has been sublet to a competitor and has been said to be doing 

sa tis fa cto r ily .
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In 1973, another new L ocation  was added to C h ild ren 's  

Corner in  a fa r  southwestern suburb o f  the c i t y ,  M illa rd . M illa rd  

is  lo ca te d  near a la r g e ly  in d u s tr ia liz e d  area ch a ra cter ized  by f i r  ns 

which employ a great number o f  women. This s i t e  has done very w e ll, 

according to Mr. K ilt z ,  even though the lo c a t io n  i t s e l f  i s  probably 

the poorest in  terms o f  a c c e s s ib i l i t y  and t r a f f i c .

Children's Corner has operated it s  present four locations for 

the la st  three years. Although a new location  is  a prospect, Mr.

K iltz is  ju s t ifia b ly  leary. He fee ls  that he had better concentrate 

on bringing the existing centers to capacity Level before opening 

another school. At the present time in the four locations, Average 

Daily Attendance is  at 2lj0 with a capacity o f 320.i
Center Characteristics

Certain attributes are common to each o f the Children's Corner 

locations. The schools are divided into rooms which maintain parti

cular functions in the childrens' a c t iv it ie s . Each school maintains 

a "large muscle room" which contains larger manipulative devices 

and toys designed for the ch ild  to perform many functions necessary 

to healthy development such as; jumping, shouting, and other ex

temporaneous physical exercises. A reading room is  also present in 

each o f  the centers, containing a number o f books appealing to each 

of the d ifferen t age groups at the center. A small manipulative 

device area is  available with such items as puzzles and blocks to 

develop the small muscles o f the ch ild  and to stimulate crea tiv ity . 

These devices can be used on a group basis, thus exposing the child 

to the necessity o f teamwork in achieving particular goals. The 

science rooms are particularly in teresting. Almost anything, including
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birds, gerb ils , fish , mice, and plants can be seen in these rooms. 

Children are allowed to feed and care fo r  the d ifferent animals 

and plants enabling them to watch science in action in the growth 

and resulting change o f the exh ibits. An art room is available 

where children are encouraged to cultivate their creative talents 

with paints, crayons, paste, colored paper and the lik e . This area 

is  designed such that the floors  and walls can withstand the mess 

that follows young children ’ s artwork. Outdoor fa c i l i t ie s  are quite 

elaborate with swings, s lid es , ladders, tables, and other traditional 

outdoor fa c i l i t i e s .  Children's Corner maintains a policy  o f healthy 

outdoor a ctiv ity  when the weather conditions are favorable. Each o f 

the outdoor areas is completely fenced for easier supervision and
i

safety. The ch ild  thus enjoys liv e ly  outdoor entertainment within a 

safe environment. Kitchen areas for preparation o f  nutritious hot 

lunches and snacks are present in each o f the centers. Other 

discretionary areas are available in each of the centers for the purpose 

o f  developing the particular theme that appropriately f i t s  the season, 

the events during the year, or the whims o f the s ite  director.

Bulletin boards, chalk boards, achievement walls and other points o f 

in terest are common to each o f  the centers. Although each o f  the 

centers has similar overall attributes, each has a particular aura.

The f i r s t  o f the schools, hereafter referred to as Children's 

Comer Central, is  located on 38th and Dewey Streets, very near the 

main street bisecting the c ity . This sector of the c ity  is character

ized by large older houses with many trees and good sized lawns.

Many o f the other houses in the area have been renovated to accomodate 

the students and personnel o f the University of Nebraska Medical 

Center which only s ix  blocks West of Children's Corner Central.
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Although the school is  not modem, i t s  fa c i l i t ie s  o ffe r  some 

advantages not available in the other location s. A large green

house, containing plants which the children planted and care for 

themselves, o ffers  the children an opportunity to observe the 

e ffe cts  o f  a controlled environment on vegetation. Children's 

Comer Central, being a renovated house, seems to o ffe r  an 

atmosphere o f  v is itin g  someone e ls e 's  home rather than attending 

a school and the children seem to enjoy meeting friends here.

The second center in southwestern Omaha, is  located at 88th 

and "Q" Street within Wentworth Apartments, the largest apartment 

complex in the c ity . This particular school was designed by 

Mr. K iltz and is  t)ie most modem and best equipped center in the 

firm. This location  is  in the enviable position of having fifte e n  

other large apartment complexes within a twelve block area. I t  is 

also only five  minutes from the in terstate system. Even so , i t  is  

the Southwest center which has been the biggest disappointment to 

Mr. K iltz . I t  has the largest capacity but maintains the lowest 

proportionate Average Daily Attendance record.

The third center in the Northwest section of the c ity  is

located at 106th and Fort Streets within the Candletree-Fox Ridge

Apartments. This center actually occupies a large section o f  the

clubhouse. Children's Comer Northwest experienced d if f ic u lt ie s  in

the past when a former director in itia ted  her own center and took a

large segment o f the Children's Corner c lien ts  with her to a new

location . This area o f the c ity  also has a large number o f  apartment

complexes within a re la tively  short distance. However, competition

among centers is  greatest in this area with at least fiv e  other schools 
within a ten block area available to parents seeking day care services.
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The fourth center is  located in far western Omaha, at 132nd 

between Center and "L" Streets. This center i s  located in a highly- 

industrialized area where firms such as Western E lectric employ a 

great number o f women. I t  is impossible to see the center from 132nd 

Street; to gain entrance one must follow  a rather indirect route, 

making it s  location , tra ffic -w ise , far from adequate. However, this 

center has shown a good deal of success, largely due to i t s  dispro

portionate number of enrollees e lig ib le  for  welfare. Forty-eight 

percent of the students in this center are financed through some 

source o f federal or state aid.

Management

Children's Corner enploys some fo r ty -fiv e  people, the large 

majority of these in a teaching or ch ildren 's supervisory position . 

Mr. K iltz stated:

"The single greatest asset I have is my d irectors . They 
are the catalyst behind the centers' prosperity or decline.
I have gone through twelve directors in the past four years 
to reach the quality o f directors I now have. This is a 
great group o f g ir ls  and I leave the operation o f the indi
vidual centers to ta lly  with them. Their performance is 
measured by two guidelines: Average Daily Attendance and 
Cost Control. The p o lic ie s  set within their own center are 
entirely up to them, as well as other facets of operation 
such as curriculum, hiring and fir in g . I very rarely in ter
vene in sny o f  their operations and each director fe e ls  as 
i f  the center were separate and d istin ct from the other 
centers. Managerially speaking, these centers e ffe ctiv e ly  
belong to the d irectors. I once tried to instigate a 
program o f p ro fit  sharing and participative ownership, hoping 
to increase sales through more aggressive recruiting. But 
ownership and increases in p ro fits  were secondary to the 
directors, one of whom stated, 1 This already is  my center and 
I'm running i t  my way. I t 's  my show'"

Nevertheless, motivating the directors toward more aggressive 

recruiting is  of primary importance to Mr. K iltz  at this time. He 

has implemented an alternative method which he ca lls  a center
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"discretionary fund". This fund is  attached to the existing 

f is c a l budget as an amount beyond the fixed and controllable expenses 

and can be used for any purpose the director deems warranted. (See 

Exhibit 2 fo r  the Operating Budget.) She may use i t  as her own bonus 

to supplement income to her employees or to improve the center in 

l i te r a lly  any other way. Mr. K iltz is a b it  skeptical o f the plan's 

benefits, as this is  again a monetarily based motivator and may have 

l i t t l e  e f fe c t  on the d irectors ' actions . Pride seems to be the only 

motivator at present.

A s ta ff  secretary performs the functions o f co llectin g  data for 

b i ll in g  and acts as liason from the directors to Mr. K iltz . She is  

completely under the supervision o f Mr. K iltz , maintaining no line 

authority whatsoever. Her o ff ic e  is  adjacent to Mr. K iltz 's  and her 

functions are largely bookkeeping and telephone work.

Mr. K iltz  maintains an open door policy  for  a l l  his employees.

He w ill rarely act on his own concerning the centers without discussion 

with the d irectors . He sees his function as one o f  setting broad 

policy  guidelines and his a ctiv it ies  are mostly concerned with adminis

trative work. Eventually he envisions a managing directory to carry 

out these administrative functions freeing him to pursue more meaning

fu l a ctiv ity  as owner-president.

Pricing

Rates are available to parents on a daily space-available on 

exact per diem basis. Rates are also available on a weekly or 

monthly basis. All rates are adjusted to a with -  or without - 

lunch basis and could be further broken down to include fu ll  days or 

ha lf days. Family discounts o f twenty per cent for the second ch ild
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are optional i f  both attend four or fiv e  days a week. ( See the

Schedule o f Fees in Exhibit 3)

All fees, except exact per diem, are due in advance with 

exact per diem fees being b illed  at the end of the month, allowing 

the parent to pay only fo r  those days attended. On any other fee basis, 

the centers make no adjustment for  tuition  in the event the ch ild  is  

absent. S ta ff is  engaged according to the number o f children enrolled; 

therefore, i f  too many o f the children are absent the costs would be 

disproportionate to the number of attending children.

Centers close at 6:00 P.M. To emphasize the necessity fo r  

parents to arrive promptly, Children's Corner assesses a $9.00 late 

charge for each half-hour or fraction  thereof past this hour.

Children's Corner prices are in line with the going rate 

schedules o f day care centers in the Omaha area. Some parents choose to 

send their children to babysitters while away. Babysitting rates 

fluctuate to a degree but are believed to be fa ir ly  competitive with 

the day care centers' rates.

Compe t it io n

In the Omaha area there are approximately f i f t y  licensed day 

care centers with capacities for  fifte e n  students or more. Many o f 

these centers are within a short distance o f existing Children's 

Corner ou tlets . Very few, ten or le ss , o ffe r  fa c i l i t ie s  and services 

that compare with Children's Corner. The firm is  recognized as being 

a leader in day care centers in the c ity  and i t s  name is readily 

recognized by parents. A few churches and c iv ic  groups o ffe r  day 

care services at minimal rates but are considered by many to be 

poorly equipped and managed, and to have l i t t l e  redeeming value
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to the child . Babysitters o ffe r  an alternative to day care centers 

but the obvious disadvantages o f lim ited control, fa c i l i t ie s  and 

quality of services lim it their appeal.

Promotion

Promotional expenditures for Children's Corner were quite 

limited in the past, consisting mainly o f outdoor signs in front o f 

the d ifferen t locations and a two-by-four-inch yellow page adver

tisement. As the firm grew, ads were placed in a number o f " suburban 

shoppers" in areas near the schools. These are considered the most 

e ffe ct iv e  devices used in the promotional scheme. Leaflets were also 

distributed around the apartment complexes in the southwestern d is tr ic t ;

but Mr. K iltz was greatly discouraged at the resu lts, which he des-1
cribed as "nonexistent". The "Omaha World-Herald" the c it y 's  most 

widely distributed newspaper, ran several ads which fa ile d  to bring 

sign ifican t resu lts. Results were measured simply by response, which 

was expected to vary from what was considered "normal" during the 

course o f the week. Morning drive-time radio over WOW and KFAB, two 

major radio stations in the c ity , were also experimented with. Again, 

Mr. K iltz was disappointed.

This year, 1-1/2 per cent o f gross income, or nearly $5,000, is 

allocated for the fisca l year. One obvious medium that has not been 

attempted is  te lev is ion . Mr. K iltz is  considering possible time s lo ts . 

Early morning children shows, such as "Captain Kangaroo" or "Romper 

Room", would o ffe r  a possible ben eficia l time period„ This raised 

the question o f who to try to reach in the advertisement, the parent 

or the ch ild . I f  the parent is  the important fa ctor , the soap opera 

time would be better. On the other hand, Saturday morning o ffe rs  the
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prime time for children viewers. Billboards are also being con

sidered. What type o f  logo would be appropriate? What kind o f 

ad would be best? Mr. K iltz also has wondered about the best 

time to begin the campaign since i t  is  now October and the worst 

months o f  the year fo r  Average Daily Attendance are approaching.

i
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E xh ib it 1

THE CHILDREN’ S CORNERS 

ALL CENTERS 

ENROLLMENT HISTORY

MONTH 1973 1971* 1975 1976

OCTOBER 109 18 2 183 21*0
NOVEMBER 1 0 1 I 8I4 189 21*0
DECEMBER 85 151* 173 2 10
JANUARY 90 ll*9 1 6 6 2 1 0
FEBRUARY 111* 165 1 9 6 21*5

MARCH 125 1 7 6 195 21*5

APRIL 125 1 7 8 2 1 1 2 50
MAY 129 175 215 2 50
JUNE 112 ll*6 170 2 0 5
JULY 10k 129 166 200

AUGUST 118 121* 175 195

SEPTEMBER 167 165 210 235

TOTAL 1,379 1,927 2,21*9 2,711*

AVERAGE A.D.A 115 161 187 226
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Exhibit 2

The Children's Corner

Operating Budget

October 1, 1975 to September 30, 197o

Revenue from Fees 
Controllable Expenses

Salaries (At U6% of Fees)
Payroll Taxes (At 1% o f Salaries)
Janitor Services
Cleaning and Household Supplies (At $10,Month) 
Food (At 8 1/2% o f Fees)
Educational Consumables (At 1 1/2% o f Fees)
Mainte nance and Repairs
U tilit ie s
Telephones
Forms and Printed Material (From Central O ffice ) 
Center O ffice Supplies (At $5, Month)
Advertising aid Promotion (At 1 1/2% o f  Fees)
Transportation
Kindergarten Supplies
Miscellaneous Center Expenses (At $20,Month)

Total Controllable Expenses 

Contribution to Fixed Commitments

Fixed Commitments:

Rent
Insurance
Debt Service
Central O ffice Expenses
Miscellaneous Fixed Expenses (At $20,Mo nth) 
Earnings
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THE CHILDREN'S CORNER SCHEDULE OF FEES OMAHA, NEBRASKA

REGISTRATION FEE: $13.00 for each child

Exhibit 3

FULL-DAY (Up to 10 hours, incl.luncih) HALF-DAY (Less than it hours, AM or PM)

Paid 2 Days 3 Days it Days 3 Days Paid 2 Days 3 Days it Days 3 Days

Monthly-

Weekly

$0.00

12.00

73.00

18.00

100.00

2U.00

113.00

27.30

Monthly

Weekly

30.00

7.00

U2.00

10.00

33.00 

lit .00

63.00

16.00

FAMILY E 
fee,

.ATES (20% discount for 2nd ch ild 's  
when both attend it or 3 fu ll-d ays)

HALF-DAY WITH LUNCH (Less than 5 hours,
morning or afternoon)

Paid it Days 3 Days Paid 2 Days 3 Days it Days 3 Days

Monthly 180.00 207.00 Monthly 36.00 31.00 67,00 8 0 .0 0
Weekly U3.20 U9.50 Weekly 8.30 12 .23 17.00 19.93

DAILY RATES: FULL-DAY HALF-DAY
HALF-DAY 
WITH LUNCH

SPACE-AVAILABLE (Reserved and paid in advance 
on a space-available basis) 6.00 3.30 it.23

EXACT PER-DIEM (B illed  at end of month,only
fo r  days attended.) 7.23 it.00 3.00
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Children's Corner, In c. (Teaching Note)*

The following aspects of the case should be id en tifies  as c r it ic a l  

in  scrutinizing the operating of Children's Corner, In c .:

1. Identifica tion  and location  market,

2. Acknowledgement o f main competitors.

3. Evaluation o f present promotional scheme, 

ii. Importance o f motivating school d irectors.

5. Evaluation o f  pricing techniques.

6. Analysis o f each particular school location  with regard 

to demographics o f  it s  c lien te le .

7. Analysis o f promotional alternative strategies and ta ctics . 

Children going to school are required to complete registration  forms

with state address, doctor's phone number, parent's place o f employment, 

e t c . , fo r  record keeping and emergency reasons, This provides quite a 

unique situation from a marketing research viewpoint o f being able to 

pinpoint sp e c ifica lly  the geographic location  of each c l ie n t 's  home.

It  is  possible to obtain a c ity  wide map and plot the addresses o f each
‘ * S « ... / 1  tvgN-«; f

student to present graphically exactly where market concentrations

develop. This provides the research analyst with useful insights into
’ ary  l e n d *  h s *  >? n j  r m

not only where the clien ts are coming from, but also information on 

income, l i f e  sty les , socia l background and other data which could 

prove helpful when developing marketing strategies.

*This teaching note is  for the Children's Corner,Inc.case which 
was prepared by James M. Becker, Jr. under the supervision o f  Dr. Joel 
Zimmerman, Creighton University, as a basis fo r  class discussion.
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Competition for Children’ s Corner l ie s  mainly with other pre

school and day care centers in the c ity , but also includes the 

household or neighborhood babysitter. Information regarding state and 

federally sanctioned pre-school and day care centers is  available at 

county and c ity  socia l welfare o f f ic e s . Listings and addresses can 

be obtained and geographically p lotted  to observe possible strategi

ca lly  undeveloped areas. This information would also suggest new 

site  p o s s ib ilit ie s .

The present promotional scheme o f  yellow pages ads, brochures, 

and word-of-mouth communication is highly inadequate. Although the 

rapport the directors maintain with the clien ts is  extremely beneficia l 

to re ferra ls , in it ia l  contact with as yet undeveloped market segments
I

is  unlikely through this medium. I t  is  necessary to gain exposure 

outside traditional lines in order to reveal new spectrums o f  market 

segmentation where the snowball e ffe c t  o f  word-of-mouth referrals can 

be refreshed once again.

The managerial motivational process is ,  in i t s e l f ,  extremely 

complicated. The monetary incentives implemented prior to the present 

"discretionary fund" have been in effectu a l. In the most basic moti

vational cycle, needs set up drives to accomplish goals. At Children's 

Corner there seems to be a lack o f  need to pursue new enrollment 

aggressively. Mr. K iltz 's  autonomous method of management may be the 

core o f the problem. Certainly, tighter controls may be an avenue to 

explore as alternatives to monetary motivators.

Pricing techniques are competitive with the other centers and 

with babysitting but fa l l  short of meeting their potential with regard 

to re ferra ls . Coupon discount rates during the slack vacation could
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stimulate activ ity  in the centers. Also group rate reductions fo r  

the industrial sector may fa c i lita te  piercing the larger market area. 

People driving to work could enroll their children at a nearby center, 

thus enlarging the e ffe ct iv e  area canvassed by present d irect promo

tional ta c t ics .

Each particular s ite  location  has it s  own characteristics that 

should be exploited i f  maximum benefits are to be gained in en ro ll

ment figures. The West center, as already noted, has industrial 

im plications for marketing strategies. The Southwest and Northwest 

centers have a heavy concentration o f apartment dwellers with similar 

c lien te le  characteristics. One center could provide a test pattern 

fo r  the other. The down town location is  situated in the heart o f the
i

c ity  very near the c it y 's  busiest street: the oldest center, i t  is 

the most established and has the characteristics o f a home environ

ment. Each s ite  has individual strengths that should be brought 

out in the promotional tactics  within their own lo ca le .

A large s l ic e  o f  the promotional budget, almost 1 /3 , is  

allocated ( ju s t ifia b ly ) to the yellow pages. The costs of brochures 

and pamphlets necessary for  follow-up recruiting e ffe ct iv e ly  eliminates 

te levision  and radio advertising, as they are too costly . The a lter

natives must be practical in the lig h t of financial fe a s ib il ity . One 

alternative is  the suburban shopping guide since three o f  the four 

locations are in the outlaying d istr ic ts  o f the c ity . These ads o ffe r  

the concise readability not available in the larger newspapers and 

may e ffe ct iv e ly  be coupled with the coupon discount idea. Since a 

sign ificant number o f students are welfare recip ients, socia l service 

agencies could be contacted, gaining feedback about which aspects they
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consider most important when referring a family to a day care 

center. Children’ s Comer could publish i t s  own newsletter with a 

schedule o f  upcoming major events lis te d . This would provide 

families a greater sense o f interaction with the programs and could 

stimulate referra ls through communication to neighbors and friends 

about the major events. These newsletters could also be sent to 

the alumni during vacation periods. Billboard advertising along 

the main street o f the c ity  is also an alternative. Finally, loca l 

churches and the personnel departments o f nearby industries could 

be contacted. Brochures could be l e f t  at the church literatu re  area 

and at the snack areas of the industry with the inclusion of the group

rate reduction.


