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The Benefits and Costs of Quebec’s Centres de la Petite Enfance

Dr. Gordon Cleveland, Department of Management, University of Toronto at Scarborough

I am very pleased to be with you electronically and to have been invited by Prof Nathalie Bigras to present some ideas to you. 

My expertise is in economics and I want to analyze, from the point of view of economics, whether Quebec’s child care reforms have had positive effects on social well-being.  Of course, the evidence is incomplete…ten years is not a long time.  This means that some of the important evidence is indirect – based on inferences from experiences elsewhere.  Together, the indirect evidence and the direct evidence provide a compelling picture of the contributions made by Quebec’s system of early childhood education and care.  

My plan for this presentation is simple – to answer four questions:

1. What is the economic approach to evaluating Quebec’s child care reforms?

2. What evidence do we have about the benefits and costs of good quality early childhood education?

3. What measures are likely to enhance the net benefits of the CPE’s?

4. What have been the main public criticisms of the Quebec reforms, and how much truth is there in each?

When I refer to public criticisms, I am thinking of four in particular.  Critics have said that:

1. The system of regulated child care services does not provide the types of child care that parents really want.

2. The spaces in CPE’s (both in centres and in family care) have gone disproportionately to affluent Quebecers, not to the children from lower-income families who can benefit the most.

3. The experience in CPE’s has been negative for children and their families.  

4. The costs of the system are out of control; the CPEs are unaffordable for Quebec taxpayers.

I will try to address each one of these criticisms briefly towards the end of my presentation.

The Economic Approach

Why should taxpayer dollars be used to pay for CPE services for parents with young children?  Markets do a pretty good job of allocating society’s economic resources most of the time.  If they do, economists conclude that we should let consumers spend their incomes however they want, without government subsidy or restriction of choice.  Consumer choice means consumers will be able to afford some things and not others; they will buy the services and goods that are really important to them and will not purchase other services and goods.  Why not treat child care this way?

The problem is that, under certain conditions, markets fail.  Economic theory suggests that for most goods the consumer decision-making process - weighing private benefits against the private costs of purchase - will deliver socially intelligent results.  But child care/early childhood education is a service that has several characteristics that can lead to market failure:

1. Early childhood education provides substantial “public” benefits (not just private benefits) – of a short-term and long-term nature (in other words, society has an interest in how children develop);

2. The quality of children’s care is the most important feature that affects the size of the private and public benefits, but child development quality is difficult for consumers (parents) to judge accurately

3. At the particular time of their life when this purchase is made, most consumers (parents) are very cash-strapped, so that parents are likely to purchase a lower quality than is optimal

4. Because of skill shortages and concerns about gender equity, there is also a public interest in the ways in which children affect women’s decisions about education, employment and the acquisition and maintenance of job-related skills.  High marginal tax rates, social assistance rules, and gender-based social pressures may cause market failure by distorting women’s employment decisions

In other words, there are grounds for believing that government investment in improving the quality and accessibility of early childhood services may act to remedy these kinds of market failures, and make Quebec society better off economically.  To know for sure, an economist would have to try to calculate the benefits and the costs of public investment in early childhood education.  

Costs and Benefits of Early Childhood Education
There are only a few benefit-cost studies of early learning and child care, but their results are strongly positive.  

The Perry Pre-school Program, in the 1960’s, provided high quality half-day preschool programs to disadvantaged African-American children in  Michigan.  Children who went through the program were more likely to graduate from high school and be employed, less likely to go on welfare and less likely to be arrested for criminal activity.  Because teachers were well-trained and well-compensated, the program cost a lot (nearly $16,000 U.S. per year per child in today’s dollars), but the returns have been high.  Original calculations found a 7 to 1 payoff (when the children were age 27). The latest figures, updated when the children reached the age of 40, calculate a 17 to 1 payoff.  

The Abecedarian program in the 1970’s, in North Carolina, was a random-assignment experiment focused on African-American children at risk of social and cognitive problems.  The program delivered full-day high quality child care services from infancy to 5 years of age.   By the time children had reached the age of 21, the total public benefits were calculated as $2.69 for each public dollar invested.

Chicago Parent-Child Centers was a large-scale multi-site program in the 1980’s.  It delivered preschool services to 3 and 4 year olds children, combined with specific encouragement to parents to support their child’s development.  By age 21, researchers found public benefits of nearly $7.00 for every $1 invested.

All of these benefit-cost studies focus on disadvantaged, largely African-American children in the U.S.  The results prove that benefits of early education and care programs to young children can be much larger than their costs.  Further, these studies show that there are multiple benefits to children (cognitive, academic, social-emotional, behavioural, and health effects) and multiple benefits to families (employment effects for mothers, decreased reliance on social assistance, and higher incomes for families).

A benefit-cost study of a different kind was done for Canada by Cleveland and Krashinsky in 1998.  Based on a review of research results, Cleveland and Krashinsky found that the incremental benefits of a universal high-quality early education and child care program for two to five year old children across Canada would be twice as high as the costs.  This study confirmed that there are important developmental benefits to children and important employment and income benefits for mothers and families.  The study reinforced the central role of the high quality of care and education in delivering positive benefits for children.

Developmental Effects on Children

There is also more recent evidence about developmental effects of good quality early learning and child care on children from all different backgrounds.

· William Gormley and his co-authors have found very strong positive effects of a prekindergarten program for four-year old children in Oklahoma.  This is a universal program. Teachers are required to have both a university degree and early childhood certification. Group size maximums are 20, and the maximum child-staff ratio is 10:1.  Teachers are paid identically to those teaching in the regular school system.  This well-designed study found very strong positive effects on the children’s letter-word identification, spelling, and scores on math-related problems, relative to a control group.    Results were significant for children from all racial-ethnic groups and from both low-income and higher-income families.  

· The NICHD study followed 1300 children across the U.S. from birth, through their preschool years.  Within the range of qualities available in the U.S., the study found a consistent but modest effect of quality on children’s cognitive development and academic achievement (effect size of .04-.08).  The study also found that attending a child care centre from about 2 years of age to 4 ½ years of age, rather than some type of informal unregulated child care has an additional and substantial positive effect (effect size = .27)   

·  The EPPE (Effective Provision of Preschool Education) study in England followed a large sample of English children from preschool to school entry and into elementary school.  Children who attended preschool entered school at a cognitive advantage compared to those without preschool, with effect sizes being substantial at .30-.45 (Sammons et al, 2002; Sylva et al., 2003).  All children were affected; the largest effects were for the most disadvantaged and for those spending more hours in preschool.

Effects on Employment and Incomes

The best evidence about effects on employment and incomes comes from studies of the Quebec CPE system. 

Pierre Lefebvre and Philip Merrigan (2005) studied the impact of Quebec’s $5 a day child care reforms on the employment of married and single mothers.  The reforms had a substantial and significant effect in developing stronger labour force attachment and higher incomes amongst mothers by every measure available.  Of particular interest to the debate about who benefits from the $5 a day reforms, they found that the employment and income effects amongst mothers with lower education were either larger, or the same size, as those amongst mothers with more education, but were certainly not smaller.  Overall, the $5 a day policy has moved Quebec from having lower employment rates than the rest of Canada amongst mothers with young children, to now having consistently higher rates.

A paper by Michael Baker, Jonathan Gruber and Kevin Milligan, using a different data set, confirms and reinforces the employment and income findings of Lefebvre and Merrigan.   They calculate an increase of about 7 percentage points in labour force participation of married and common-law mothers with young children due to the $5 a day child care reforms.  Higher employment leads to higher incomes and higher tax revenues for government.  The authors calculate that, in a single year, the increased government revenues are sufficient to cover 40% of the cost of providing the child care services.  Allowing for continuing positive effects on labour supply after the child care years, this suggests that the net cost of such a child care program is less than half of its gross cost. 

What needs to be done to maximize the net benefits?

The research evidence about the positive effects of child care does not mean that ALL AND EVERY early childhood education program will have these same effects.  Details matter.  Quality matters.  Program design matters.  The response of parents and families matters.

Following the recent work of Galinsky (2006) and Barnett and Ackerman (2006), I can make several important suggestions:

1. Quebec has to continually strive for higher quality in early childhood education services.  Strongly positive research results about the effects of early childhood education mostly come from high quality, stimulative programs, with well-trained teachers endowed with adequate resources.

2. Quebec should be concerned about too much reliance on regulated family home child care.  Nearly all of the positive research results refer to centre-based early childhood education programs.  Partly this may be a problem of research concentration, but there is not yet strong evidence of positive cognitive effects from family home child care programs.  If Quebec is going to continue to rely heavily on family home child care, major efforts must be devoted to enhancing programming quality.  

3. Quebec should be concerned that costs do not rise disproportionately to the rise in quality.  The benefits of early childhood education are not infinite.  If costs rise and benefits (i.e., improved quality experiences for children) do not rise at the same time, early childhood education may become a poor investment of public funds.  It is in the interests of all staff, managers and administrators of Quebec’s child care system to ensure that rising benefits are proportionate or more than proportionate to rising costs.

4. Quebec needs to ensure that services are readily available to families who need them.  Most of the research evidence suggests that children from low-income families benefit particularly from good quality early childhood education.  Quebec has already done much to increase the availability of regulated reduced-fee child care facilities.  It needs to make sure that children from low-income families do not get squeezed out when spaces are scarce, and that facilities serving lower-income families are not of lower quality than those serving higher-income families.

Criticisms of Quebec Child Care and My Responses

Criticism #1 – The reduced-fee system does not let parents choose the types of child care they really want

The best information about the preferences of Quebec parents come from surveys carried out by the Institut de la Statistique du Québec (for instance, Enquête sur les besoins et les préférences des familles en matière de services de garde, 2004).  This study surveys families having a child less than 5 years of age in Quebec in September 2004.    These families were asked which type of child care they would prefer to use if they needed to use child care on a regular basis according to the age of their child.  They were given a number of alternatives: care provided in their own home, unregulated care in the caregiver’s home, reduced-contribution care in a family home (co-ordinated by a CPE), reduced-contribution care in a CPE, other type of care.  At age less than one year, the majority of families would prefer care provided in their own home.  From one year, through to four years of age, from about 65% to over 80% prefer care in a CPE or co-ordinated by a CPE (in a family home).  

This survey does not ask about parents’ preferences to have the child cared for by a parent or relative.  However, data from Statistics Canada shows that the use of exclusively parental care while parents are employed has been falling consistently.  In 2002-2003, only about 20% of families where the mother is employed or studying across Canada used exclusively parental care.  Another 15% used care by a relative.  The rest use care outside the extended family, despite its higher price.   

Criticism #2: The affluent benefit most; low-income families are disadvantaged

Professor Pierre Lefebvre of Université du Québec a Montréal published a study in 2004 that claimed that reduced-fee child care services had been disproportionately grabbed up by high-income families, leaving too few for those with low incomes.  Looking at two-parent families and using the National Longitudinal Survey of Children and Youth, he found that while only 49% of their children came from families earning $60,000 or above, nearly 60% of children receiving reduced-fee child care were from these families.

However, Professor Lefebvre has fallen prey to a misinterpretation of data by Statistics Canada.  Because of the questions asked in the survey, they are only valid for families in which all parents are employed or studying, but Statistics Canada has included data for other families who mistakenly answered this question.  

When we correct this mistake, we find a different picture of child care use than found by Lefebvre.  Now, the use of reduced-fee child care is proportionally distributed amongst income classes for two-parent families. For single-parent families, the income groups earning below $20,000 are over-represented in subsidized child care, while the top income groups are under-represented in subsidized child care.  We conclude that subsidized child care spaces are not allocated in a discriminatory fashion.  




Criticism #3: Children and families are being harmed by Quebec child care

There is some concern amongst researchers about possible negative behavioural effects of group child care arrangements, particularly when children begin using group care at a very young age, and when quality is poor.  The NICHD (2001, 2003) found evidence that more hours in a child-care arrangement is associated, at 24 and 54 months and in kindergarten, with various behaviour problems, including negative play, reduced social competence, and externalizing behaviours.  These effects were moderated by the quality of child care and the quality of parenting received by the child, but were still statistically significant and quantitatively important after controlling for these influences. 

A recent working paper by three economists (Baker, Gruber and Milligan, 2005) has claimed to find that Quebec’s child care reforms have caused substantial negative changes in child behaviour and in family functioning. It is true that the authors have found negative changes in a range of child outcomes in Quebec over the period 1994/95 – 2002/03, when compared to child outcomes in the rest of Canada.  These outcomes include hyperactivity/inattention, anxiety, physical aggression, motor and social development scores and a variety of child health measures.  Beyond that, parents’ behaviours (hostile/ ineffective parenting, consistency, aversive parenting, fathers’ health status, maternal depression and parental satisfaction) have moved negatively in Quebec relative to the rest of Canada, over the period studied.  

The problem comes in concluding that these negative effects are due to the child care reforms, and that they are permanent rather than temporary.  The study does not compare children who have participated in reduced-fee child care to children who did not.  Instead, it compares child outcomes for all Quebec children in the age range to all rest of Canada children in that same age range.  Only about one-third of Quebec children used reduced-fee child care during the study period.  The Baker, Gruber, Milligan study identifies negative behavioural and parental results amongst Quebec children; however, the link between these results and participation in regulated child care is only hypothesized rather than proven. 

Criticism #4:  Costs are out of control.

To an economist, even one very sympathetic to public financing of early childhood education services for children, it makes sense to worry about costs.  Public financing of services will be supported by taxpayers and sustained by governments only if service providers are accountable for the funds they use and if those funds are used to produce cost-efficient, good quality services for children and families.  

There have been substantial wage increases for child care workers since the beginning of the child care program in 1997 from a quite low annual base.  I do not know details about how these changes in costs are related to changes in quality; all I can say is that if costs and quality are rising together, rising costs are not necessarily a public policy problem.

Summary

Very briefly, my conclusions are that:

· There is a good theoretical case for government investment in preschool early childhood education and care services to correct failures in private 

markets

· Multiple studies indicate that high-quality child care is beneficial for all children, and especially for children from low-income families. These benefits are cognitive, academic, social and behavioural.  The evidence is strongest for centre-based care and for children between about two and five years of age. 

· Quebec’s reduced-fee child care reforms have had strong effects on reducing the barriers to employment for mothers of children 0-4 years.  The child care reforms are estimated to have increased employment from about 61% of this group to about 69% over the course of a few years – from below the Canadian average to above the Canadian average.  The implications are strong for government revenues – close to half the annual cost of the program is covered by the extra government revenues generated.

· Quebec’s CPE system has been criticized in several ways.  However:

· There is good evidence that most Quebec families prefer centre care or family care co-ordinated through a CPE to other forms of nonparental care beyond the first year of a child’s life.  

· The evidence that affluent parents have disproportionately taken reduced-fee child care spaces is faulty.  When the figures are corrected, there is no basis for this claim based on data from the NLSCY.

· There is some valid research evidence suggesting negative behavioural effects of child care on children especially when the children start care very young and when the care is of poor quality.  The Baker, Gruber, and Milligan study finds diverging trends in child and family outcomes between Quebec and the rest of Canada, but it does not provide convincing evidence that the child care reforms are the cause of this divergence, nor that these effects are continuing, rather than transitory.

· There is concern that costs of child care are rising rapidly in Quebec.  The real concern should focus on whether costs are rising as a result of promoting higher quality or not.

