BITS AND PIECES FROM THE FINAL REPORT

This is the final report of a project to investigate how nonprofit child care is different from and similar to for-profit (or commercial) child care in Canada.  This project has been nurtured by the Department of Management at the University of Toronto at Scarborough and funded by Social Development Partnerships Program of Human Resources and Skills Development Canada.  Naturally, neither of these is responsible for the content of the report.

*******************************************************************

Canada has one of the largest and most vibrant nonprofit and voluntary sectors in the world.   Nonprofit and voluntary organizations employ 12 percent of Canada’s work force (second only to the Netherlands) and account for nearly 7% of its GDP.  Nearly ¾ of the workers in Canada’s nonprofit organizations are involved in direct delivery of services, such as education, health, housing, social services, economic development promotion, and so on.  The main source of support for nonprofit organizations is not charitable donations, but government grants and reimbursements for services provided.  Government funding is particularly prominent in the fields of health, education and social services.  If hospitals, universities and colleges are set aside, the most important revenue source for other nonprofits is earnings from private fees and service charges..   [Final Report, page 13]

*********************************************************************

In nonprofit organizations in social services across Canada, 2/3rds of revenues come from government.  Child care centres are unusual because, while there is a substantial amount of government funding, this typically is less than half of all revenues (and is concentrated, outside of Quebec, in supporting services directed at low-income families).  In fact, the majority of revenues for this social service come from parent fees.  Corresponding to this mixed financial status, child care in Canada is characterized by mixed nonprofit/for-profit provision of services.   [Final Report, page 13].

In chapters 4, 5, 6 and 7, we examine Canadian evidence about the relation between auspice and quality in four different data sets.  The gross pattern is remarkably uniform.  Everywhere, nonprofits produce a higher quality of care in child care centres, whether measured by the Early Childhood Environments Rating Scale and the Infant Toddler Environments Rating Scale, or by the special scale developed to measure the quality of “educational” child care in Quebec, or by the measures used by the City of Toronto.  Although there are good quality nonprofits and poor quality nonprofits, nonprofit centres are overrepresented at higher levels of quality and underrepresented at lower levels of quality.  Although the frequency distributions of quality in nonprofit and in for-profit care overlap, the nonprofit distribution is shifted towards higher quality levels.  [Final Report, page 14]

*********************************************************************

RESULTS FROM THE “YOU BET I CARE!” DATA SET

When we divide child care markets across the country into those which are thin (a relatively small number of children in the right age range) and those that are thick (a relatively large number of children geographically concentrated in the right age range to use child care), we find that nonprofit centres play a different role in each.  In thin markets, there is no significant difference between nonprofits and for-profits, either before or after controlling for any resource differences.  Revenue per child matters substantially for quality.  So do the education level of the director and of the lead teacher.  But nonprofit status does not independently influence quality produced.

We hypothesize that in thin markets there is no opportunity for nonprofits to produce and sell a differentiated service – differentiated by higher quality.  Child care centres need to remain full most of the time, so their ability to charge a higher fee depends on the marginal customer who wants to purchase the quality that they are producing.  In thin markets, there are not many parents with the demand and income to support higher quality services, so the marginal consumer restricts what nonprofits can strive to do (unless government grants are substantial enough to change this equation).  

In thick markets, there is a sufficient mass of geographically concentrated potential consumers to allow nonprofits to aim for the higher quality end of the market (while commercial centres go for the lower end).  The result, in thick markets, creates an apparent virtuous circle.  Striving for higher quality services (and hiring the staff, encouraging the ongoing professional development, and paying the wages, that are commensurate with that objective), makes nonprofit centres in thick markets especially productive at producing child care quality.  In the end, even holding constant the resource and input differences between nonprofit and for-profit centres in thick markets, the nonprofits have an advantage in producing better quality of care.  

The gross quality difference between nonprofits and commercial centres in thick markets is over 12 percentage points.  This is reduced to 9.1 percentage points when revenue per child and a host of other differences between nonprofits and for-profits are controlled.  Given that the average quality level across the data set is 60.1%, a net nonprofit advantage of over 9 percentage points is very large.  [Final Report, pages 14-15]

“GRANDIR EN QUALITÉ” DATA FROM QUEBEC 

The analyses of the Grandir data set from Quebec are still preliminary, but for preschool children, they show a marked difference in average quality between nonprofit and for-profit providers.  On average there is nearly a 12 percentage point difference in quality, or, to put it another way, the average CPE has preschool quality which is 22% higher than the average for-profit centre.  [Final Report, page 15]

*********************************************************************





CHART 5.1.

Distributions of Percent Quality for Preschool Age Children in Garderies (on the left) and CPE’s (on the right)
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The histogram on the left shows scores for preschool classrooms in the (for-profit) garderies in Quebec; the one on the right shows scores for nonprofit Centres de la Petite Enfance (CPE’s).   Somewhat less than half of the mass of the left-hand distribution is below the 50 percent mark on the quality scale (i.e., unsatisfactory).  In contrast, only a small part of the right-hand distribution (i.e., CPE’s) lies below 50%.  On these graphs, 66.6% represents good quality and 83.3% represents very good quality.  Only a small number of preschool groupings in garderies have quality in the good or very good range, compared to a very substantial number of CPE’s with measured quality in the good level or above.

[Final Report, page 48]

THE “CITY OF TORONTO” DATA SET

The City of Toronto is particularly interesting because it helps to give insight into the difficulties of regulating away differences in quality between nonprofit and for-profit providers of child care.  The City of Toronto has been quite active in monitoring and regulating the centres with which it has purchase-of-service agreements (this is the group of centres on which we have data).  If regulation was sufficient to eliminate quality differences between nonprofit and commercial centres, we should observe it in the City of Toronto.

In preschool classrooms in the City of Toronto, there is, on average, a five-percentage-point difference in quality between nonprofits and for-profits.  Controlling for differences in government grants received as a percentage of wages, and for differences in the characteristics of families receiving low-income subsidies in the centre reduces this profit/nonprofit difference only marginally.  However, when differences in the percent of hours taught by ECE-trained educators, and differences in the average wage of ECE teachers are also controlled, nonprofits no longer have a remaining quality advantage.  

Better data are needed before we can definitively interpret these results.  It appears that the quality difference between nonprofits and for-profits in the City of Toronto is not mostly due to differential resources or clientele.  Instead, it is due to the differential use of the resources that centres have.  Nonprofits are much more likely to put their revenues into hiring teachers who are better trained and paying them higher wages.  This differential use of the resources they have produces higher quality child care in nonprofit preschool classrooms. [Final Report, page 16]

TABLE 6-1

DISTRIBUTION OF QUALITY LEVELS IN PRESCHOOL CLASSROOMS IN COMMERCIAL AND NONPROFIT CENTRES HAVING AGREEMENTS WITH THE CITY OF TORONTO, 2005

	QUALITY LEVEL
	COMMERCIAL CENTRES
	NONPROFIT CENTRES
	TOTAL

	INADEQUATE
	9.6%
	5.6%
	7%

	ACCEPTABLE
	62.8%
	56.1%
	57.7%

	GOOD
	27.7%
	38.3%
	36.0%

	TOTAL (NUMBER OF CENTRES)
	100% (94)
	100% (303)
	100% (397)


Viewed as two frequency distributions of quality, it appears that the distribution of quality scores in nonprofit centres is shifted towards higher quality, but also clearly overlapping with the quality distribution of commercial centres.  Nonprofit status is not a guarantee of quality, but appears to be a contributor.  Some nonprofits provide inadequate care in preschool classrooms, most provide care at the acceptable level, and close to 4 out of 10 provide care that exceeds the City of Toronto’s guidelines for quality.  [Final Report, page 53].

The ÉLDEQ
The Étude Longitudinale de Développement des Enfants du Québec (ÉLDEQ; also known as the Quebec Longitudinal Study of Child Development) collected on-site observational data about the quality of care in whatever child care arrangements its children were using, beyond the age of 2½ years.  This included both for-profit garderies and centre-based services in a CPE, but also regulated family care (co-ordinated by CPE’s) and unlicensed neighbourhood care in a home….  

Several conclusions emerge.  First is that a considerable number of the arrangements used by children in Quebec at that time have quality too low to promote desired child development.  Second, is that both centre-based CPE’s and regulated home-based services associated with CPE’s have average quality above the mid-point on the ECERS quality scale.  The average quality in for-profit centre-based care and unregulated home-based care are both below the mid-point on the ECERS scale.

When we correct for response bias by predicting quality level in those arrangements unwilling to respond to the survey, it becomes clear that there are few unregulated home-based child care arrangements that could be called stimulating of child development.  Many for-profit centres are similarly unstimulating, though over 30% have quality above the mid-point.  Over 45% of regulated home-based care has care above the mid-point on the quality scale, along with about 70% of centre-based CPE’s.  These are quite dramatic findings, confirming and extending the pattern found in the “Grandir” study.  The ÉLDEQ makes clear that the for-profit/nonprofit distinction in centre-based care is only one front in the battle for higher quality developmental child care services.  [Final Report, pages 16-17].






CHART 7-1

DISTRIBUTION OF PREDICTED AND ACTUAL QUALITY SCORES, BY TYPE OF CHILD CARE PROVIDER, ÉLDEQ
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[in the graph]…very few unregulated home care arrangements are above the midpoint on the quality scale; the vast majority score below 4.0.  Centre-based CPE’s have the majority of their observations in the top half of the quality scale. Home-based CPE care is more oriented towards lower quality, with both low and high quality facilities.  For-profit child care is even more strongly distributed towards lower quality care. [Final Report, pages 60 -61]
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