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As COVID-19 funding for childcare dries up and public 
school systems across Michigan face declining enrollment, 
budget scrutiny reveals that private equity firms continue 
to profit from these systems despite deficits. The sections 
below explore private equity’s role in childcare, K-12 
outsourcing, and voucher programs throughout the state.

Childcare

Private equity firms control at least 160 childcare centers 
in Michigan. Instead of injecting capital into the child 
care sector in a way that benefits children, families, and 
workers, private equity firms focus on increasing profit 
margins. This often comes in the form of tuition hikes, 
making care more costly and inaccessible for families. In 
March, Senator Jeff Merkley launched an investigation 
into KinderCare (Partners Group) and Learning Care 
Group (American Securities), the two largest private 
equity-backed chains in the country. Letters to the firms 
highlighted several issues with private equity’s role in 
childcare: lower wages and less education for staff, new 
debt used to pay dividends to investors, heavy reliance on 
public funding, obscure tuition costs, and safety violations 
across several states.

For some parents, a chain like Kindercare might be the 
only option – a 2018 study from the Center for American 
Progress found that more than half of US families live in 
child care deserts where demand outweighs supply. In the 
letter to KinderCare, Senator Merkley questioned whether 
the company’s approach truly increased access and 
capacity, or whether it simply “reflected consolidation and 
selective market participation–resulting in reduced access 
for certain communities.”

With the Michigan Senate passing legislation in May 2026 
that would tie reimbursement rates to inflation, lawmakers and 
families should consider which private equity-owned chains 
might profit from increased spending and whether that will 
translate to quality care and decreased costs for Michigan 
parents. The state childcare assistance program directly 
reimburses providers for tuition costs, subsidizing care for 
families and allowing providers to keep up with rising costs.

As local, state, and federal governments around the 
country attempt to support working parents by spending 
more on child care, private equity firms see an opportunity 
to generate high investor returns. In 2019, for-profit 
franchises and chains operated just 4.1 percent of child 
care centers. By 2023, one study estimated that investor-

https://www.freep.com/story/news/local/michigan/2026/05/21/michigan-childcare-program-could-be-in-danger-in-current-budget-season/90142994007/
https://www.merkley.senate.gov/merkley-launches-investigation-into-private-equity-ownership-of-child-care-centers/
https://www.americanprogress.org/article/americas-child-care-deserts-2018/
https://www.budget.senate.gov/imo/media/doc/letter_to_kindercare_and_partners_group.pdf
https://senatedems.com/blog/2026/05/20/cut-childcare-costs/
https://www.acf.hhs.gov/sites/default/files/documents/opre/cb-counts-and-characteristics-chartbook_508_2.pdf
https://capita.org/publication/toddlers-and-investors-arent-playmates-the-threat-of-private-equity-in-child-care/
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backed centers made up 10 percent of the market share, 
with a capacity for more than 750,000 between them. 
Eight of the ten largest child care providers in the country 
are owned by private equity firms. This is not because 
private equity firms are opening so many new centers, but 
rather they have grown through market consolidation. The 
Children Before Profits State Playbook, a joint project of 
Community Change, National Women’s Law Center, Open 
Markets Institute, and Americans for Financial Reform 
Education Fund, explains this phenomenon:

	� “Corporate providers may be rapidly growing, but this 
is often through roll-ups and other acquisitions which 
simply converts existing supply into supply under 
their direct control.  Corporate providers may also 
redistribute resources towards communities that can 
pay the full cost of care, offsetting any new centers 
they create in higher-paying communities and allowing 
closures to happen elsewhere. If private equity 
companies draw staff and other resources away from 
the providers who serve lower-paying communities, 
corporate providers may concentrate the supply 
of child care in wealthier communities or among 
employer-sponsored clients.”

Outsourcing in K-12 Schools

In the 2025-26 school year, more than 1.4 million students 
were enrolled in Michigan public schools. Enrollment has 
declined by nearly 100,000 students since the 2018-19 
school year, and the Michigan Center for Data and Analytics 
projects that this decline will continue. In response, several 
districts have announced school closures, disrupting student 
learning. As schools across the state shutter, a closer 
look at district spending with private contractors reveals 
opportunities for potential cost savings. 

Private equity-owned contractors profit from the 
outsourcing of critical K-12 positions in teaching, 
healthcare, transportation, food service, and more. 
In recent months, PESP has published research about 
the impacts of districts outsourcing services to private 
equity-owned companies in Richmond and Los Angeles, 
California. Our analysis of district spending in Richmond 
found that the school district could have saved $6 million 
by bringing positions outsourced to PE-backed special 
education staffing companies in house. Many of the same 
companies operate in Michigan school districts, and 
transitioning those positions back into the district could 
save Michigan schools millions of dollars. 

Name PE Owner Number of MI Locations

KinderCare Partners Group 51

Learning Care Group American Securities 70

Goddard Systems Sycamore Partners 14

The Learning Experience Harvest Partners 18

Primrose Schools Roark Capital Group 5

Lightbridge Academy
Balance Point Capital, Cybeck Capital 
Partners, Elmsley Capital, Peterson 
Partners, Westerly Group
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https://nwlc.org/wp-content/uploads/2024/05/Children-Before-Profits-WEB.pdf
https://static1.squarespace.com/static/5e449c8c3ef68d752f3e70dc/t/698c9a1d28dd145c1c41c620/1770822173788/Children+Before+Profits+in+the+States+Report_Feb26_WEB.pdf
https://www.michigan.gov/mcda/population/michigan-population-analysis/2025/07/23/k-12-population
https://pestakeholder.org/wp-content/uploads/2025/12/PESA_Report_Education_WCCUSD_Report_Nov_2025.pdf
https://pestakeholder.org/reports/venture-capital-and-private-equity-dominate-lausd-contracts/
https://www.kindercare.com/our-centers
https://www.learningcare.com/about-us/find-a-school/search-results/
https://www.goddardschool.com/schools/mi
https://thelearningexperience.com/all-centers/
https://www.roarkcapital.com/portfolio
https://lightbridgeacademy.com/daycare-near-me/


4

In some districts, students are overwhelmingly enrolled 
outside of traditional public schools – in Pontiac, 75% of 
children are enrolled in charters or attend public schools 
in other districts through the state’s Schools of Choice 
program. In June 2025, the Pontiac Board of Education 
approved a $1.5 million contract for special education 
staffing with BlazerWorks, a subsidiary of private equity-
owned Soliant Health. Less than one year later, the district 
announced that they will close two schools, sending 
elementary students to a middle school and sending 
students with disabilities of all grade levels to a high school. 

Soliant Health, the parent company of Pontiac contractor 
BlazerWorks, has ties to The Trump administration. The 
administration has taken steps to gut the Department 
of Education, recently focusing on cuts to the Office of 
Special Education and Rehabilitative Services. In January 
2025, the administration nominated Penny Schwinn, a 
former operating partner at Vistria with vested interests 
in Soliant, to be deputy secretary of the Department of 
Education. Though she withdrew her bid because of 
challenges in the Senate confirmation process, Schwinn 
still serves as senior adviser and chief strategist to the 
Secretary of Education. 

Soliant was acquired by Chicago-based private equity 
firm Vistria Group and Abu Dhabi sovereign wealth 
fund Mubadala Investment Company in June 2024. 
As of December 2024, Vistria had nearly $16 billion in 
assets under management, while Mubadala managed a 
staggering $330 billion. While executives profit, workers 
at the company struggle: despite serving students with 
disabilities, Soliant settled a lawsuit in January 2025 
in which a former employee accused the company of 
denying accommodations for her own disability. In 

another settlement in May of this year, Soliant subsidiary 
New Direction Solutions agreed to a $2.5 million dollar 
settlement over alleged wage and hour violations in 
California. Furthermore, students, staff, and families may 
have concerns about the company’s ability to protect data 
– in June 2024, more than 13,000 people were affected 
by a data breach targeting Soliant, which exposed names, 
social security numbers, and more.

In addition to Pontiac, Detroit Public Schools, Grand Rapids 
Public Schools, Flint Community Schools, North Central 
Area Schools, and Union City Community Schools have 
all announced school closures or consolidations in recent 
years. Detroit plans to close four schools in an effort to save 
anywhere from $10 to $19 million. Though this number 
sounds impactful, the district spent more than that on 
outsourcing special education staffing to private equity and 
venture capital-backed companies in the 2025-26 school 
year alone. In December, the School Board approved a 
contract amendment to add 70 more special education 
staff to the district due to increased student need. More 
than $22.5 million will go to the four companies in the chart 
below, including a Soliant subsidiary.

The Stepping Stones Group (Stepping Stones), the 
largest special education contractor in Detroit, provides 
behavioral health services to children in school, home, and 
center-based settings in almost every US state. 

In 2014, private equity firm Shore Capital Partners 
created Stepping Stones through acquiring and 
combining two companies: Cumberland Therapy and 
MyTherapyCompany. Private equity firm Leonard Green 
and Partners acquired the company in December 2021. 
Since then, Stepping Stones has acquired 20 smaller 

Name PE/VC Owner Contract Amount for FY26

Stepping Stones Leonard Green & Partners $8,711,565
Invo Healthcare Leonard Green & Partners $680,000
New Direction Solutions 
(Soliant)

Vistria, Mubadala Investment $8,462,100

Huddle Up Care
Kayne Anderson Capital Advisors, OSF Ventures, New 
Capital Partners, HealthX Ventures, Composition Capital, 
LRVHealth

$2,610,000

https://www.michigan.gov/mde/services/flexible-learning/options/schools-of-choice
https://www.clickondetroit.com/news/local/2026/05/19/pontiac-school-board-votes-to-close-2-schools-amid-enrollment-decline/
https://www.congress.gov/nomination/119th-congress/13/13
https://tennesseelookout.com/2025/05/29/former-tennessee-education-leader-promises-feds-she-will-cut-conflicts/
https://edsource.org/updates/penny-schwinn-drops-bid-to-take-no-2-spot-in-u-s-education-department
https://www.globenewswire.com/news-release/2024/07/29/2920110/0/en/Soliant-Announces-Strategic-Investment-from-The-Vistria-Group-to-Meet-Growing-Needs-for-Special-Education-Services.html
https://www.prnewswire.com/news-releases/the-vistria-group-closes-on-3-billion-for-fifth-flagship-private-equity-fund-302346686.html
https://www.mubadala.com/en/news/mubadala-investment-company-reports-2024-financial-results#:~:text=Assets%20under%20management%20grew%209.1,Dhabi%20and%20around%20the%20world.%E2%80%9D
https://www.mubadala.com/en/news/mubadala-investment-company-reports-2024-financial-results#:~:text=Assets%20under%20management%20grew%209.1,Dhabi%20and%20around%20the%20world.%E2%80%9D
https://drive.google.com/file/d/1pqGLPmL7O7YAPNtR5EXZ7E3wYm4ONCIC/view?usp=sharing
https://irp.cdn-website.com/22e69d11/files/uploaded/2025.5.9+-+Settlement+Agreement+-+Final+and+FULLY+EXECUTED+-+with+Exhs.pdf
https://www.maine.gov/agviewer/content/ag/985235c7-cb95-4be2-8792-a1252b4f8318/34b22947-95dd-4807-8b25-191cbe98983a.html
https://www.mass.gov/doc/assigned-data-breach-number-29468-soliant-health-llc/download
https://www.fox17online.com/news/local-news/grand-rapids/grps-unanimously-approves-plan-to-close-10-schools-combine-others
https://www.fox17online.com/news/local-news/grand-rapids/grps-unanimously-approves-plan-to-close-10-schools-combine-others
https://midmichigannow.com/news/local/flint-community-schools-to-close-two-elementary-schools-amid-declining-enrollment-whats-the-future-plan
https://www.ironmountaindailynews.com/news/local-news/2025/11/north-central-gets-green-light-to-consolidate-two-schools/
https://www.ironmountaindailynews.com/news/local-news/2025/11/north-central-gets-green-light-to-consolidate-two-schools/
https://www.detroitnews.com/story/news/local/michigan/2025/04/24/three-michigan-school-districts-flint-union-city-get-75m-to-close-buildings-consolidate/83247924007/
https://www.chalkbeat.org/detroit/2026/04/16/what-you-need-to-know-about-the-closure-of-these-four-detroit-schools/?utm_source=Bridge+Detroit&utm_campaign=ce39332be9-BridgeDetroit+newsletter+05%2F05%2F2026&utm_medium=email&utm_term=0_-d050c59a73-440655608
https://drive.google.com/file/d/1fiHx_qgZtkSokwSt4yyMyxS22OV1EWVm/view?usp=sharing
https://jobs.thesteppingstonesgroup.com/jobs/search?_gl=1*1fz2kuv*_gcl_au*MTU5NDg5NzI1LjE3NTg5MjA2MjA.*_ga*MTIxMzM3NDgwMS4xNzU4OTIwNjIx*_ga_JJB01PR8JM*czE3NTkxMDgzNjgkbzIkZzEkdDE3NTkxMDg0NjIkajYwJGwwJGgw&_ga=2.236897414.642481324.1759108368-1213374801.1758920621
https://www.rothschildandco.com/en/newsroom/press-releases/2018/01/rmb-2018-facp-aquire-stepping-stones-group/
https://www.leonardgreen.com/portfolio/
https://www.leonardgreen.com/portfolio/
https://thesteppingstonesgroup.com/our-story/
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companies in the special education and behavioral 
health sector, including Invo Healthcare in January 
2026, following the typical private equity strategy of 
rapid expansion through acquisitions. Leonard Green, 
headquartered in Los Angeles, had $75 billion in assets 
under management as of December 2024, making last 
year’s list of Private Equity International’s top 20 largest 
private equity firms in the world.

In 2024, Stepping Stones Group agreed to pay $4.25 
million to settle a class action lawsuit alleging widespread 
wage and hour violations, including failure to pay all 
minimum wages, failure to provide meal periods or pay 
for missed meals, failure to provide rest periods, untimely 
payment of wages, and other claims. Despite agreeing 
to settle, Stepping Stones Group denied all claims and 
maintains that it has fully complied with the law.

Beyond Stepping Stones, Leonard Green has gained 
notoriety as a firm with a business model that harms patients, 
workers, and consumers. From 2010-2020, Leonard Green 
took approximately $437 million in fees and dividends 
from Prospect Medical Holdings, then a community health 
system in Southern California, by saddling it with debt and 

then pocketing the proceeds of loans. The Senate Budget 
Committee found that Leonard Green “spent board 
meetings discussing profit maximization tactics—cost cutting, 
increasing patient volume, and managing labor expenses—
with little to no discussion of patient outcomes or quality of 
care at their hospitals.”

Prospect filed for bankruptcy in January 2025 with over 
a billion dollars in liabilities. Leonard Green sold its stake 
in the company in 2021, but its actions contributed to the 
conditions that set the bankruptcy in motion. Leonard Green 
and Partners also owned Joann when the company filed for 
bankruptcy earlier this year. Joann laid off 19,000 people and 
closed 500 stores, including all 41 of its Michigan  locations.

https://www.leonardgreen.com/about-lgp/
https://drive.google.com/drive/u/0/folders/1Iqk9_-keaPQ8dP8kX0ie3xcEK1AF1ODD
https://www.cptgroupcaseinfo.com/SSGSettlement/Class%20Settlement%20Agreement.pdf
https://www.cptgroupcaseinfo.com/SSGSettlement/Class%20Notice%20Form.pdf
https://www.grassley.senate.gov/imo/media/doc/profits_over_patients_budget_staff_report.pdf
https://www.budget.senate.gov/ranking-member/newsroom/press/private-equity-in-health-care-shown-to-harm-patients-degrade-care-and-drive-hospital-closures
https://www.healthcaredive.com/news/prospect-medical-holdings-files-bankruptcy/737138/
https://www.healthcaredive.com/news/private-equity-healthcare-senate-report/736826/#:~:text=When%20Leonard%20Green%20sold%20its,due%20to%20outstanding%20rent%20payments
https://www.forbes.com/sites/pamdanziger/2025/02/26/major-retail-job-losses-at-party-city-joann-este-lauder-starbucks-walmart-kohls-and-more/
https://www.wzzm13.com/article/news/nation-world/joann-final-stores-closing/507-7db411ce-bb4e-47a5-8850-e100170c4213
https://www.bigrapidsnews.com/news/article/joann-fabrics-store-closures-michigan-20165191.php
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Vouchers

In July, President Trump signed the One Big Beautiful 
Bill, tax and spending legislation that includes several 
provisions that will benefit private equity firms. One such 
provision is a national school voucher program that funnels 
federal dollars into private schools, with some estimating 
the program cost at up to $101 billion.

The program works through a tax credit – individuals can 
contribute up to $1,700 to a participating scholarship 
granting organization (SGO) and receive a 100% tax credit 
in return. According to an analysis by the Institute of 
Taxation and Economic Policy, there is no other federally-
funded program that offers a full reimbursement to 
taxpayers. The program takes effect on January 1, 2027, 
but taxpayers can begin contributing to SGOs in late 2026.

SGOs include typical nonprofit organizations, as well 
as churches, universities, and public schools. The 
organizations will dole out scholarships for children whose 
families make 300% or less of the area median income, 
meaning that in some places, families making more than 
$350,000 will be eligible.

A group of ten unions and education advocacy 
organizations sent a letter to Governor Whitmer in April 
urging her not to opt into the federal program. The 
letter argues that the program “risks widening existing 
educational inequities,” citing studies showing that 
voucher programs tend to benefit wealthy students and 
further exclude students with disabilities, who are not 
required to be served in private schools. 

A Brookings Institute analysis of Arizona’s billion dollar 
universal voucher program found that “families in the 
wealthiest, most advantaged communities are obtaining 
ESA funds at the highest rates. Families in the poorest 
communities are the least likely to obtain ESA funds. 
Nothing in the analysis above even remotely suggests that 
this program is addressing inequities in school access by 
students’ socioeconomic status.”

In May, the Michigan State Board of Education passed a 
resolution invoking its “constitutional duty” to oppose this 
and other “policies that undermine equity, accountability, 
and universal access.” The Board noted that nearly 

70 percent of voters previously voted against a school 
voucher program in the state, arguing that opting into the 
federal program would go against the will of voters. 

The new program allows for public school students to 
use the scholarships for things such as transportation, 
services for children with disabilities, before and after 
school programs, and books, computers, and other school 
supplies. While this may appear to benefit public schools, 
it still diverts funding to the private companies that 
districts contract with such as First Student, a school bus 
service provider owned by private equity firm EQT. First 
Student operated nearly 600 school buses in Michigan in 
the 2022-23 school year. 

As the largest student transportation company in the 
country, it is not in First Student’s best interest to fix 
the bus driver shortage through additional funding and 
opportunities for direct employees of the district – while 
school districts may hope that alternative services are only 
temporarily necessary, First Student wants to grow. In some 
districts, families pay for transportation to and from school. 
This bill subsidizes outsourced services, making it more 
difficult for districts to keep or bring services back in house.

Under the new tax-credit program, families can use 
scholarships to pay for KinderCare programs, opening up 
significant opportunities for the company to profit. Though 
KinderCare is most well-known for its early childhood 
education centers, the company operated before- and 
after-school programs at more than 1,000 locations in 
27 states through its Champions brand as of June 2025. 
Champions, which considers the YMCA a competitor, 
contracts directly with public and charter schools to 
provide these programs. KinderCare is heavily investing 
in school-based care, with Champions revenue increasing 
19.2% from 2023 to 2024 due to the company operating 
77 additional sites and offering more day camps in fiscal 
year 2024. 

https://pestakeholder.org/news/passage-of-big-beautiful-bill-is-devastating-blow-to-working-class-huge-win-for-private-equity/
https://www.nytimes.com/2025/07/03/us/federal-voucher-program-congress-private-school-tuition.html
https://itep.org/trump-megabill-expensive-private-school-vouchers/
https://www.k12dive.com/news/3-things-to-know-about-school-choice-in-the-one-big-beautiful-bill/752367/
https://npr.brightspotcdn.com/ba/75/85d35e4541c5afe19cadba57142a/education-coalition-letter-education-freedom-tax-credit-plan.pdf
https://www.brookings.edu/articles/arizonas-universal-education-savings-account-program-has-become-a-handout-to-the-wealthy/
https://www.kjzz.org/politics/2025-07-22/there-are-only-a-dozen-people-reviewing-purchases-in-arizonas-1-billion-school-voucher-program
https://www.michigan.gov/mde/-/media/Project/Websites/mde/State-Board/Resolutions/2026/FINAL---Resolution---Opposing-MI-SBE-Vouchers.pdf?rev=65cab978d01a41ebba8e02b347101986
https://hechingerreport.org/whats-a-tax-credit-scholarship-the-details-behind-the-first-national-school-voucher-program/
https://eqtgroup.com/about/current-portfolio/first-student
https://www.michigan.gov/msp/-/media/Project/Websites/msp/cved/bus/School_Bus_Inspection_Results_2023.pdf?rev=1ceb8fad9e3e4850abc343d7b0b3bfb4&hash=5A5034C52BF759A8012CC2AA28F1149E
https://firststudentinc.com/resources/newsroom/first-student-marks-major-milestones-in-innovation-service-and-sustainability-during2024-2025-school-year/
https://www.edweek.org/leadership/some-districts-charge-for-school-bus-rides-if-they-offer-transportation-at-all/2024/06
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001873529/000095017025107426/klc-20250628.htm#
https://www.discoverchampions.com/landing-pages/before-and-after-school?CID=20462424419&utm_source=google&utm_medium=cpc&device=c&utm_term=champions%20child%20care&matchtype=e&utm_campaign=20462424419&utm_adgroup=153330303118&utm_content=670141446431&utm_geo_interest=&utm_geo=9004354&gad_source=1&gad_campaignid=20462424419&gbraid=0AAAAADuvoYs9KodbshzDgWonKk8zrk3H4&gclid=Cj0KCQjw5JXFBhCrARIsAL1ckPttP3JpZ09fW1_3HOcqO2BZxdbWvivTPG4v4cz9TRJvAWA2-RVx14IaAjTCEALw_wcB
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001873529/000095017025043210/klc-20241228.htm#item11
https://www.discoverchampions.com/landing-pages/b2b
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001873529/000095017025043210/klc-20241228.htm#item11
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