
Operating in all 100 counties through 75 n‌onprofit local partnerships,
Smart Start was created by the governor and state legislature in 1993
to help improve children’s school readiness. Decades of research has
provided incontrovertible evidence that a child’s first five years of life
impact school readiness and later life outcomes. An important
component of those early childhood years includes child care
environments. Much work has been done by NCDHHS’ Division of
Child Development and Early Education, Smart Start and other
organizations to improve and enhance the quality of care provided in
both licensed centers and family child care homes. This has included
workforce supports to early childhood professionals for professional
development, education and compensation through T.E.A.C.H. and
WAGE$. These efforts have been extremely successful with increasing
quality in both licensed child care centers and family homes over the
last three decades.‌  

Of critical importance to North Carolina families, the national average
costs of child care have risen by 29% from 2020-2024, outpacing
inflation, with the national average price of child care equaling
$13,128 for one child.‌ For those families with two children in center-
based care in our state, the average annual cost is $22,751, which is
higher than housing ($18,732) and triple the cost of college tuition at
UNC-Chapel Hill ($7,230).‌ ‌
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This brief is designed to explore an innovative
solution to a pressing need in numerous North
Carolina communities: there are not enough
licensed child care slots for the number of
children who need them, and even fewer that are
affordable for many families. A possible solution
to this crisis is to provide local Smart Starts
greater flexibility in how they utilize state-
appropriated funds to meet the needs of their
unique communities. County Smart Starts were
designed to foster a community-led and driven
approach, allowing local control in determining
the best strategies for achieving positive early
childhood outcomes. Such spending flexibility
among local Smart Starts could include supports
for license-exempt family, friend, and neighbor
(FFN) care and the families who utilize it. 

Supports such as training, technical assistance,
and other resources for FFN providers could
enhance safety and quality of care provided,
provide a possible pathway to future licensure,
while simultaneously addressing an affordability
and access crisis. It is important to note that
allowing such flexibility of state-appropriated
funds would require legislative changes in our
state. We conclude with recommendations to
initiate a pilot in several communities facing
critical child care shortages using Smart Start
funds in a more flexible manner to help address
this need with broad implications for other rural
areas of the state with similar challenges. 

Child Care in America: 2024 Price and Supply Report. https://www.childcareaware.org/price-
landscape24/#:~:text=Child%20care%20prices%20remain%20high,prices%20grew%20by%20
7%25%20more

https://www.northcarolina.edu/offices-and-services/finance-and-administration/tuition-and-
fees/
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Recipients must be the parent or legal guardian of the child receiving subsidy benefits. Most families are
required to pay a percentage of their child care costs based upon their gross monthly income. The percentage
is normally around 10%.‌3 

Smart Start helps eligible families overcome these challenges by managing 11% of North Carolina’s subsidy
funds to boost affordability and access to high quality licensed child care and early education. While North
Carolina subsidy funds come from both federal and state sources, Smart Start’s funding comes primarily from
state and private, local, or philanthropic contributions. 

Smart Start manages over $65

million in subsidy funds locally

to boost early education

effectiveness while increasing

access for children who are most

under-resourced.

Photo courtesy of Smart Start of Transylvania County

North Carolina parents may be eligible to receive child care assistance if one or
more of the following situations applies to their family:

They are working; 

Their child has developmental needs.

They are in school or in a job training program;

Their child is receiving child protective services; 

Their child needs care to support child welfare services or if their family is experiencing a crisis; or

By and large, those funds go to subsidies for licensed child care and quality improvement activities for
licensed child care centers and family child care homes (i.e., onsite technical assistance, quality
improvement and facility grants, teacher education scholarships, salary supplements, license upgrades).
These funds cannot be used explicitly to support license-exempt FFN care. The remaining 30% of state
appropriated funds can be spent on administrative supports that correspond with the funded early
childhood education activities.

By legislative mandate, Smart Start partnerships must spend at least 70% of their
state appropriated funds on early childhood education. 

3 https://ncchildcare.ncdhhs.gov/Services/Financial-Assistance

https://ncchildcare.ncdhhs.gov/Services/Financial-Assistance
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As reported by ‌EdNC‌ in October 2025‌ and January 2026‌, while the number of licensed child care centers has
remained relatively stable since 2023, enrollment has decreased by 2% since before the pandemic.‌ ‌

4‌ 5‌

For licensed family child care homes, the actual number of sites has decreased considerably (a net loss of 332
sites since February 2020), resulting in an enrollment decline of 24%. This is all occurring within a state whose
population of children under the age of five has increased each year since 2020.‌ The decline in the number
of licensed family child care homes has a profound effect on North Carolina’s families living in rural
communities, where they play a more critical role as compared to urban or suburban areas. They have
historically served as the primary, and sometimes only, licensed care option (20% as compared to 9-14% in
other areas).‌
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An estimated 44% of North Carolina families live in a licensed child care desert, defined as any census tract
with more than 50 children under age five that contains either no child care providers or so few options that
there are more than three times as many children as licensed child care slots.‌ In the 18 westernmost North
Carolina counties (Avery, Buncombe, Burke, Cherokee, Clay, Graham, Haywood, Henderson, Jackson, Macon,
Madison, McDowell, Mitchell, Polk, Rutherford, Swain, Transylvania, and Yancey), the number of licensed child
care sites (center-based and family child care homes) has decreased by 7.3% since before the pandemic.
These counties have been consistently losing child care programs for all of 2024 and 2025.‌ There is no doubt
that the continued reduction in access and affordability for child care for many North Carolina families,
especially those living in rural communities, has profound impacts on lost earnings and business and tax
revenue.‌
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A STATE OF CRISIS FOR CHILD CARE

Photos courtesy of Smart Start of Transylvania County
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Annie E. Casey Foundation, Kids Count Data Center: North Carolina. https://datacenter.aecf.org/data/tables/11689-children-by-age-
group#detailed/2/any/false/2545,1095,2048,574/354,381/22971,22972

Bipartisan Policy Center (2020). Family Child Care: A Critical Resource to Rural Communities during COVID-19.
https://bipartisanpolicy.org/article/family-child-care-a-critical-resource-to-rural-communities-during-covid-19/

Center for American Progress: America’s Child Care Deserts. https://www.americanprogress.org/series/child-care-deserts/
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MEETING FAMILIES WHERE THEY ARE
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Cost‌
Trust/familiarity‌
Proximity/transportation‌
Parental preference for their infants, toddlers,
and school-aged children‌ ‌
Families working non-traditional hours‌
Families living in rural communities 

Perhaps most importantly, because the number of children ages 0–5 continues to far exceed the number of
available slots in licensed child care, license-exempt FFN care arrangements are essential to thousands of
North Carolina families who need child care to work. In fact, this type of care is the most common child care
arrangement in our country,  and North Carolina,  where estimates suggest that 64% of NC children 0-6 are
cared for by FFN providers. FFN care refers to license-exempt, home-based care provided by relatives,
friends, or neighbors.

9 10

Many families turn to FFN for child care for a multitude
of reasons. 

For more than four hours per day, but less than 24 hours

According to North Carolina law, care requiring a license is defined as:

Caring for three or more unrelated children under the age of 13

Receiving care from a non-relative

On a regular basis, of at least once a week

It is only when all these conditions are met that regulation is required.11

However, North Carolina families utilizing these license-exempt arrangements cannot use subsidy funds to
help pay for this care, even if they are eligible to participate in the program. In an effort to expand child care
options for parents eligible for subsidy, most states have policies that allow some FFN providers to accept
subsidy payments within the guidelines provided by the federal government.  However, as stipulated in
North Carolina legislation, subsidy vouchers are currently available only for licensed child care facilities with
a minimum of a 3-star rating. Please see our companion brief, Child Care Deserts in North Carolina, focused
on this topic.  

12
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INNOVATIVE PILOT PROPOSAL TO ADDRESS THE CHILD CARE CRISIS WHILE MEETING
FAMILIES WHERE THEY ARE: ALLOWING GREATER FLEXIBILITY FOR SMART START STATE-
APPROPRIATED FUNDING TO SUPPORT LICENSE-EXEMPT FFN CARE AND THE FAMILIES
WHO UTILIZE IT
As noted, local Smart Start agencies are intended to be community-led, giving communities local control in
identifying and implementing the best strategies to achieve positive early childhood outcomes. Each local
Smart Start partnership has a board of directors made up of community members who make decisions on
how to best meet the needs of the children and families in their community. Utilizing philanthropic
contributions, Smart Start of Transylvania County (SSTC) has long supported FFN providers in recognition of
the critical role they play in the early childhood ecosystem, particularly in rural areas.13

In the spirit of Smart Start’s mission to meet families where they are and support both young children and
the providers who care for them, SSTC directed philanthropic funding to launch a local FFN Care Network in
2022. The network offers educational resources, peer connection, and financial support to home-based
child care providers in Transylvania County. Since its launch, the network has grown to include more than
73 FFN caregivers serving approximately 180 children ages 0–5.  These FFN networks and hubs deliver
access to training in CPR, speech/language, self-care, early literacy, and parenting, and create spaces for
problem-solving and resource sharing.  This work to ensure children receive safe and high-quality FFN care
is currently not possible with state-appropriated funding; it is only possible through philanthropic/private
grant funding.

14
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With the success of the SSTC FFN Care Network and the engagement of more than 70 FFN providers,
coupled with the continued decline of licensed child care in the western part of the state, legislators should
explore conducting a pilot to allow a small number of Smart Start agencies flexibility to utilize state-
appropriated funds to support FFN providers and the families who utilize this care. This could include
training, education, technical assistance, as well as background checks for license-exempt FFN providers,
and creating and maintaining a registry of these providers. Such a pilot could prove to be an innovative
strategy to address the child care affordability and access crisis in several North Carolina communities with
broad implications for other areas of the state with similar challenges. 

Rainey, A. & Mitchell, A. (2025). Family Friend and Neighbor Childcare in Western North Carolina: Essential, trusted care at the heart of WNC
Communities. https://static1.squarespace.com/static/638e24e19dca910608cdf4f2/t/694078bf90d2510db9c5bf61/176583
2895524/FFN.Report.Final+%281%29.pdf
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13

https://www.smartstarttransylvania.org/ffn-care-network

Important Considerations.‌ ‌For those states that allow license-exempt FFN providers to receive federal Child
Care and Development (CCDF) subsidy funding, there are minimum requirements that must be met: 

Training in Health and Safety Standards: Prevention of infectious diseases, prevention of SIDS,
administration of medicine, prevention/response to emergencies associated with food allergies,
building safety, emergency preparedness, prevention of shaken baby syndrome, handling and storage
of hazardous materials or bio-contaminants, precautions in transporting children, pediatric CPR and
reporting of child abuse and neglect. 
Inspections: annual inspections to ensure compliance with health, safety and fire standards. 
Criminal Background Checks: Completed every five years for all child care providers with exceptions for
providers caring only for children who are relatives. 
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These requirements could be met with the utilization of existing local Smart Start funding balances, should
greater flexibility with expenditures be allowed, along with strategic collaboration among local Smart Starts,
existing FFN Care Networks, and other county and community agencies. In addition to requiring legislative
action, the proposed pilot would also require significant planning and eventual data tracking and
monitoring. 

However, at no additional cost to the state, and with no reduced funding for licensed child care providers,
the potential benefits to be reaped far outweigh the initial hurdles. In addition to allowing greater flexibility
in the use of Smart Start dollars, if North Carolina were to join the 42 other states who allow license-exempt
FFN providers to accept federally funded child care subsidies for eligible children in their care, all
communities could experience: 

Increased safety and quality of license-exempt FFN care through the provision of training, education,
and technical assistance supports, background checks and registries;
Increased access and affordability to child care in parts of North Carolina with rapidly declining licensed
child care slots;
Pipeline to engage and increase the number of licensed family child care home providers;
Increased earnings for families and license-exempt FFN providers;
Increased business and tax revenue.

Organize with others in your community, region,
state to advocate for these legislative changes.

Communicate and meet with your NC elected
officials to discuss child care needs and advocate
for legislative changes.

Reach out to your local Chamber of Commerce –
child care is a critical issue for businesses and
employers, too.

This brief was created in collaboration with Smart Start of Transylvania County, with support from the Bainum Family
Foundation and Home Grown.

WHAT CAN          DO?YOU 

Photo courtesy of Smart Start of Transylvania County
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