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Abstract 

This paper examines child care in Canada, and in the provinces and territories, which is provided by firms 
through markets, as well as early learning services that are funded by governments through junior 
kindergarten and kindergarten. The latter can serve as substitutes for child care provided by firms and 
needs to be included to facilitate interprovincial and interterritorial comparisons. The paper uses 
administrative datasets to identify firms that provide child care services in Canada. The child care firms 
are then used as a basis to examine the revenue and gross domestic product of the child care industry 
based on the type of firm (incorporated versus unincorporated) generating the income. Business 
dynamics measures for entry, exit and survival, as well as firm characteristics, such as the mixture of 
small and large firms, the geographic distribution of firms, and the gender structure of ownership, are 
also examined. 
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Introduction 

Child care supports labour force attachment for parents, particularly mothers, and represents a critical 
service for two-income families and single-earner families with children. If the child care is of high quality, 
it can support language learning, early learning and the social development of children before they enter 
the school system. However, there has been little consistent, comparable information on the economic 
values and firm characteristics of the early learning and child care industry across the provinces and 
territories.  

To address the lack of comparable information, Archer et al. have developed methods for using Statistics 
Canada data holdings to report on the business and economic characteristics of child care businesses 
in Canada. The study focuses on child care businesses for children aged 5 and younger, as well as early 
learning in junior kindergarten and kindergarten for the period from 2008 to 2016. Children aged 5 and 
younger are used in the definition here, as these are the ages after which primary education begins, and 
because this supports international comparability of estimates.1 The novel contribution of Archer et al. is 
to provide business values (revenue, payroll, profit and gross domestic product [GDP]), firm dynamics 
measures (entry, exit and survival) and firm characteristics (e.g., incorporation status, size, age and 
location) for the child care industry.   

The results show that the child care industry is composed predominantly of small, unincorporated, 
women-owned firms. The study identifies approximately 100,000 child care firms per year. Of these, small 
firms constitute over 99% of all identified firms and are typically unincorporated, with an average annual 
income of around $22,000 and a mode of around $8,000. The small firms correspond to the small home 
daycares found throughout Canada. Alongside the large number of small firms are a small number of 
large firms that offer child care at multiple locations and/or in multiple provinces. These firms, of which 
there are typically around 100 to 120, are incorporated entities that can have revenues in excess of 
$1 million per year excluding subsidies.   

GDP is the standard measure of production used when examining industry size and growth. The GDP of 
child care firms and child care in the education system was $15.1 billion in 2016.2 Of this, about one-third 
of the GDP ($4.9 billion) comes from child care businesses, another third ($5.6 billion) comes from junior 
kindergarten and kindergarten (an imputation for child care in the education system), and the final third 
comes from government expenditures and subsidies on early learning and child care. Although the 
imputation for junior kindergarten and kindergarten uses a basic model, it size speaks to the important 
role of the school system as a source of early learning for 4- and 5-year-olds. It also illustrates the 
importance of including early learning that is provided by the school system and that may partially replace 
the need for child care when making comparisons across provinces and territories, as the structure of 
publicly funded early childhood education varies across the country. In terms of GDP, it is not possible to 
compare early learning and child care structures without taking the school system into account. 

  

                                                
1. The results aim to report on early learning and child care for children aged 0 to 5. These children tend to attend daycare or 

be enrolled in junior kindergarten and kindergarten. However, there can be instances where the age delineation within the 
school system is not exact or before- and after-school care is included because administrative records are not reported 
based on the ages of the children. As a result, while the aim is to measure early leaning and child care for children aged 0 
to 5, there is a degree of imprecision. 

2. GDP is a measure of the unduplicated value of production for an industry. It represents the total final value of a product that 
is produced net of the value of intermediate inputs. In the case of child care and child care in education, it can be interpreted 
as the final value of consumption for these services. 
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Within businesses, daycare firms are differentiated based on their tax filing structures, and this affects 
the type of information that is available. Unincorporated firms file T1 tax declarations, and the T1 business 
declarations are used as the source of information on revenue and income. Incorporated firms file T2 
corporate income tax declarations, and the associated T2 schedules are used to calculate revenue and 
income. Between the two groups, unincorporated firms tend to be smaller and are likely to correspond to 
unregulated home daycares. Incorporated firms tend to be larger and have employees, and they are 
likely to be regulated. In terms of GDP, unincorporated firms generated $1.1 billion in 2016. This is a little 
less than one-third of the $3.8 billion in GDP created by incorporated firms, excluding subsidies.  

The results also show that the child care market has a high degree of turnover. Entry rates for small firms 
range between 18% and 33% depending on the year, and exit rates range between 16% and 26%. Entry 
and exit is predominantly a small-firm phenomenon, and these small child care firms tend to be short-
lived. For the cohorts of entrants between 2008/2009 and 2012/2013, approximately two-thirds of firms 
exited the market within three years. This means that the average child care firm for that cohort was 
active for less than three years. Based on the cohorts from 2008/2009 to 2014/2015, firm survival rates 
are decreasing over time, meaning that entrants remain active for fewer years on average than they used 
to. 

The next section of this paper describes the data sources and how early learning and child care are 
measured for this report. The penultimate section presents the results and is followed by a final section 
that summarizes and provides some discussion of the strengths and weaknesses of the data. 

Methodology 

The values reported here are tabulated based on the methodology of Archer et al. A summary of the 
methodology is provided here. 

To produce business values, measures of firm dynamics and measures of firm characteristics, Statistics 
Canada’s Business Register (BR) is used to identify child care businesses and child care locations across 
Canada based on firms or locations being categorized into the child day-care services industry under the 
North American Industry Classification System code 624410 (Statistics Canada 2010; Statistics Canada 
2020a; Statistics Canada 2010b). For the identified businesses, values are then attached to the child 
care business (or the location within a business) based on T2 corporate income tax returns and T1 
business declarations.   

The base dataset from the BR and administrative files is augmented with two sets of imputations to 
promote interprovincial and interterritorial comparisons of child care.3 The imputation models and their 
outputs are reported separately to distinguish between information from reported sources and information 
derived from imputation models.  

The first set of imputations is for child care locations in businesses whose main activity is not child care. 
These represent daycares that are part of a larger organization, such as an office that has an on-site 
daycare provided by the employer. In these cases, it is not possible to determine financial variables such 
as revenue, employment and profit for the daycare location; this is because values reported on tax forms 
for the firm will reflect all of its business activities rather than only those from daycare service provision. 

                                                
3. Imputation is a process used to replace values that are missing, invalid or inconsistent. Imputation methods specific to the 

results here are described in detail later in the paper written by Archer et al. For general information on imputation, see 
Statistics Canada (2019). 
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For these locations, an imputation model based on the average values from daycare businesses in the 
same province or territory is used. 

The second set of imputations is for pre-kindergarten and kindergarten. This study aims to focus on 
spending on child care and child care in education for children aged 5 and younger. In Canada, this 
includes kindergarten programs. Additionally, some provinces provide junior kindergarten through the 
public school system, which is not available in other provinces and territories. These programs can be 
part-time or full-time, and this can change over time within a province or territory. In Canada, a set of 
nationally comparable values based on junior kindergarten and kindergarten does not exist. As a result, 
to make comparisons between Canadian jurisdictions, and to make international comparisons, it is 
necessary to make an imputation for the value of pre-kindergarten and kindergarten.   

Results 

Results are provided in three sections. In the first section, business characteristics are reported. In the 
second section, estimates for GDP and revenue are reported, while the third section contains business 
dynamics measures.   

Business characteristics 

The child care industry has incorporated and unincorporated businesses, non-profit institutions serving 
households, and government participation, as well as informal child care arrangements within 
households. The results below focus on business activity (incorporated and unincorporated businesses) 
and certain forms of government participation via kindergarten and pre-kindergarten schooling, as well 
as government expenses on early learning and child care. Non-profit institutions serving households, 
which include charities and religious institutions, both of which provide child care in Canada, are excluded 
unless their daycares are incorporated as subsidiary businesses. As a result, the data presented in this 
study may be imperfect, but they still provide the most comprehensive portrait of the Canadian child care 
industry to date. They should be interpreted as providing information about the business sector activity 
of daycare businesses that participate in competitive markets, the support that governments offer for 
these activities (which is measured with some imprecision), and the related early learning activities 
provided by provincial and territorial school systems. 
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Within the business sector portion of the child care industry, the majority of firms are small and simple 
(Table 1). These constitute over 99% of identified child care firms in every year from 2008 to 2016. For 
complex firms that provide child care, the majority of child care firms (75% to 81%, depending on the 
year) are enterprises where the main business activity is child care. The other 19% to 25% of enterprises 
identified as having child care locations are those whose main business activity is not child care. A small 
number of complex child care firms are identified, and their locations make up 0.5% of locations.   

 

 

The majority of business sector child care locations (about 90%) are of unincorporated businesses (Table 
2). These businesses tend to be owned by entrepreneurs who run localized businesses that are smaller 
in scale than incorporated businesses, and they are less likely to have employees beyond the 
entrepreneur themselves. In the context of discussions about the types of child care providers that are 
active in Canada, these firms tend to be home daycares that may or may not be licensed. Around 10% 
of child care locations are of incorporated businesses. The majority of incorporated businesses have a 
single location, and the average number of locations per enterprise is 1.05.   

By far, the majority of child care firms are women-owned and unincorporated with a single owner and no 
employees (Table 3). Gender information for unincorporated firms is determined by linking administrative 
records, but this information is occasionally missing. For incorporated firms, gender information may be 
missing, or the firm may have a diverse ownership structure that does not allow individual owners to be 
identified; for example, the firm may be publicly traded or foreign-owned. Nevertheless, gender is 
identified for the majority of firms (about 94% in 2016). 
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Most child care firms have zero employees. If a firm does have employees, it is most likely to have one 
to five employees, and only a small portion of firms have more than 20 employees. To calculate labour 
composition of a firm by gender, if there are no employees, it is assumed that the owner or owners supply 
all of the labour for the firm, and the gender of the owners is used to calculate this statistic. Women make 
up over 75% of employees in the majority of firms (about 90% in 2016). 

Generally, the number of child care firms in each province is proportional to the population in that 
province. An exception is Quebec, which has a proportionally larger number of child care firms. This is 
consistent with higher child care funding in the province (Sinha 2014). The number of firms in Nunavut is 
proportionally low, with the territory having noticeably fewer firms than Yukon, despite similar population 
counts over the 2009-2016 period. 
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Gross domestic product and revenue 

Gross domestic product 

GDP measures the value added created by production activities within an economy. It can be measured 
in three ways.4 For the child care industry, an income approach to measuring GDP is used for business 
sector child care businesses, in conjunction with final expenditures by governments and a set of 
imputations where direct measurement is not feasible.5    

To measure income-based GDP from administrative files, a different approach is needed for incorporated 
and unincorporated businesses. For incorporated businesses, compensation of employees and gross 
operating surplus represent remuneration to labour and capital from production, respectively. These 
values can be measured separately from T2 tax filings and are reported separately in Table 4. For 
unincorporated businesses, the T1 business declaration does not distinguish between the labour 
remuneration of the entrepreneur and the payment to their capital. In this case, the combined value of 
operating surplus and compensation of employees is referred to as mixed income and is reported as a 
separate entry in Table 4.  

Together, these values constitute a measure of GDP at factor cost. When subsidies without taxes are 
included, the standard measure of GDP at basic prices is calculated. Investigation of tax files did not 
return employable measures of subsidies or taxes on production from child care firms. Consequently, the 
early learning and child care expenditures from government ledger files are used to provide an indication 
of the level of public sector support for private provision of child care spaces, and taxes on production 
are assumed to be zero. This approach makes it difficult to assign subsidy values to specific firms, so the 
government support is reported as a separate line item that, when included, allows GDP to be calculated 
at basic prices. 

From 2009 to 2016, all components of GDP for early learning and child care businesses increased 
(Table 4). The largest increase came from the imputation for provincially and territorially provided 
services for junior kindergarten and kindergarten, which increased 11.7% per year to reach $5.56 billion 
in 2016. This period corresponded to a number of changes in provincial and territorial school programs, 
including the implementation of full day junior and senior kindergarten in Ontario.   

Business sector GDP at factor cost increased by 53.4% from 2009 to 2016. Compensation of employees 
in incorporated firms increased by 53.0% (or 6.3% per annum) to reach $3.54 billion in 2016. Mixed 
income, which corresponds to income declared for daycare businesses in unincorporated firms (most 
likely small home daycares), increased by 47.2% (or 5.7% per annum) to reach $1.12 billion in 2016. 
Gross operating surplus (excluding subsidies) rose over the sample period to reach $242 million.  

                                                
4. The 2008 System of National Accounts (United Nations et al. 2009) is the internationally recognized methodology for 

calculating GDP. It describes three approaches: value-added GDP, final-demand GDP and income-based GDP. To measure 
GDP for the early learning and child care industry, business GDP is measured using income-based GDP. In businesses 
where direct measurement is not possible, an imputation is used. Similarly, an imputation is used to split government sector 
GDP for education between GDP for junior kindergarten and kindergarten and GDP for other grade levels. 

5. For a description of measuring GDP, as well as differences between GDP at market prices, GDP at basic prices and GDP 
at factor cost, please see Statistics Canada (2002). 
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Government expenditures on early learning and child care increased by 31.8% from 2009 to 2016 to 
reach $4.53 billion. This represented slightly faster growth than GDP in the business sector over this 
period. However, caution needs to be used, as government GDP includes subsidies to private businesses 
that should be measured as part of business sector GDP, leading to an imprecision in comparisons 
between the two sectors. 

Across the provinces and territories, the largest expenditures are in Quebec and Ontario, while the 
smallest expenditures are in the territories (Table 5). This pattern generally reflects the population 
distribution, as well as some differences in the structure of child care provision, such as daycare programs 
in Quebec and junior kindergarten programs in certain provinces. From 2009 to 2016, the largest growth 
in early learning and child care GDP occurred in Prince Edward Island (13.0% per annum), while Nova 
Scotia had a growth rate of 11.8% per annum, and Newfoundland and Labrador had a growth rate of 
10.0% per annum. Ontario and British Columbia both had a growth rate of 9.3% per annum. Manitoba 
(7.4%), Saskatchewan (6.9%), Alberta (7.1%) and the Northwest Territories (6.7%) were in the middle of 
the range of provincial and territorial growth rates. Quebec (4.8%), New Brunswick (4.3%), Nunavut 
(4.1%) and Yukon (4.0%) had the lowest growth rates.  
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On a per child basis, the highest GDP for early learning and child care is in Quebec, Ontario, Yukon and 
the Northwest Territories (Table 6). Quebec has the highest per-child GDP by a wide margin in all years, 
and it was approximately $3,700 higher per child than in Ontario in 2016. GDP values in Yukon and the 
Northwest Territories are higher than the Canadian average, but this comparison needs to be interpreted 
with caution, as no adjustment is taken for the differences in price level between the north and the south. 
In the same vein, the relatively low value per child in Nunavut may reflect changes in institutional 
structures, such as the use of informal daycare arrangements within families or the provision of early 
learning and child care that is incorporated into cultural learning and that is not delineated separately. 

 

The growth rates from 2009 to 2016 follow roughly the same pattern as the provincial and territorial early 
learning and child care GDP values (Chart 1). This suggests that, with the possible exception of Yukon 
and Nunavut, the number of children may not be the predominant influence on changes in the dollar 
value of GDP. Because a deflator is not currently available, it is not clear whether the increases stem 
from changes in prices or from changes in the quantity of child care (for example, from increased time 
spent in child care). 
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Child care revenue 

Ideally, to measure revenue for child care businesses, the payments businesses receive from parents 
would be combined with subsidies or transfers that these firms receive from governments, and the value 
of taxes on production would be subtracted. This would then represent the revenue that firms receive for 
providing child care services. Because the government ledger files do not permit a full disaggregation of 
subsidies and transfers across provinces and territories, it is not currently possible to fully delineate the 
revenue of child care firms. What can be delineated is the revenue paid by parents, as is shown in Table 
7 as separate line items. The value of total government expenses on early learning and child care, which 
are the same values from Table 4, is reported as potential revenue in lieu of direct measures of subsidies 
or transfers. An imputed value of junior kindergarten and kindergarten, as well as child care locations in 
non-child care firms, is also included.  

Overall, revenue for child care and school system expenses for kindergarten and junior kindergarten 
increased by 59.5% (or 6.9% per annum) from 2009 to 2016, reaching $18.77 billion in 2016 (Table 6). 
Revenue for unincorporated child care businesses increased by 40.1% from 2009 to 2016, reaching 
$2.4 billion in 2016. This was slower than the growth in incorporated businesses, the revenue of which 
increased 57.4% over the same period to reach $5.77 billion. The imputation included for non-child care 
enterprises was essentially flat, while the imputation for expenditures on junior kindergarten and 
kindergarten roughly doubled to reach $5.9 billion in 2016.   
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For revenue earned by businesses, the relatively small number of incorporated businesses received the 
majority of the total revenue. The larger number of small, unincorporated child care businesses received 
less than half of the child care revenue despite constituting more than 99% of child care firms. Since the 
data do not include the number of spaces, the percentage of child care spaces provided by these firms 
cannot be estimated, but revenue estimates suggest that small, unincorporated firms do not provide the 
majority of spaces.   

Business dynamics 

Measures of entry and exit provide information about the firm population dynamics in an industry or 
economy. Entry is important because of the potential for growth of the sector. Exit is important because 
exiting firms are typically less efficient firms that are not able to compete in markets as effectively as firms 
whose market share is increasing. Entrants are firms that are present in a given year but were not present 
the year before, while exits are firms that are not present in a given year but were present the year before. 

To examine entry and exit rates for child care firms, the focus is on small, simple firms since they form a 
large part of the industry. These firms are the major determinant of entry and exit dynamics, and their 
churn is the main reason that the number of firms in an industry or economy will change. Child care firms 
have high entry rates and high exit rates relative to the business sector total. The entry rate has declined 
over time, from 33.0% in 2008/2009 to 17.9% in 2015/2016 (Table 8). At the same time, the exit rate has 
trended upward from 19.2% to 25.9%. As a result, the number of child care firms increased from 2009 to 
2016 and declined thereafter. 
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When firms enter a market, they immediately face competition and those firms least able to compete 
begin to exit the market. This process is well-documented for Canada (Archambault and Song 2018; 
Macdonald 2012; Baldwin et al. 2000). The rate at which new firms exit is typically examined using a 
survival curve. The survival curve is calculated for a particular cohort. In year 0, the cohort enters the 
market. The survival curve then shows the proportion of firms that remain in each subsequent year. 
Recent estimates for the Canadian business sector show that approximately half of new entrants exit the 
market within four years (Archambault and Song 2018).  

For the 2008/2009 to 2014/2015 cohorts of child care firms, the survival curves are shown in Chart 2. 
Child care firms have steep survival curves, with more than two-thirds of all child care businesses from a 
given cohort having exited within three years. The high attrition rate means that the majority of child care 
businesses are active for less than three years, and that only around one in five firms are still active after 
seven years. 

The survival curves also present a declining pattern over time, with survival curves for more recent 
cohorts lying below those of earlier cohorts. The pattern suggests that the attrition rate for new child care 
businesses is rising over time, so new firms in 2014/2015 would be less likely to survive three years than 
firms from the 2008/2009 cohort. 

 

The combination of high entry and exit rates, as well as a steep survival curve, indicates that child care 
firms exhibit a lot of churning. This is consistent with an industry with limited barriers to entry and where 
exit costs are low. It is also consistent with an industry where many small firms exist and where it is 
difficult to generate economies of scale. 
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Conclusion 

The early learning and child care industry in Canada is a critical industry that supports children’s 
development and the workforce attachment of parents across the economy. The estimates from Archer 
et al. reported here show that it had an estimated GDP of $15.1 billion in 2016. The industry is composed 
predominantly of small firms that typically earn less than $10,000 in income per annum. These firms are 
predominantly owned by women and have short life spans. Typically, over two-thirds of all firms that enter 
in a given year exit the market within three years. Combined with the short life span of the firms, the entry 
and exit rates for child care providers are above the rates of entry and exit for the business sector. As a 
consequence, the child care industry exhibits a large degree of churning. 

Within the early learning and child care industry, there is a mixture of large and small firms, as well as 
public sector participation. Small firms make up over 99% of all active firms and a similar proportion of 
locations in the child care industry. The scale of these firms tends to be small. They almost always earn 
less than $60,000 per year and tend to earn from $4,000 to $8,000. These firms tend to be unincorporated 
and likely correspond to the small home daycares that are ubiquitous in the child care market in Canada.   

Larger firms tend to earn more; some have more than $1 million in revenue. These firms are the exception 
in the industry. They are incorporated firms that are likely to be licensed daycare businesses and have 
multiple locations where child care is offered.  

The public sector provides direct support for child care in two ways.  

One way is through directly providing early learning educational services through junior kindergarten and 
kindergarten that serve pre-primary-aged children for full or partial days depending on the province and 
year. While statistics on the cost of junior kindergarten and kindergarten are not provided separately, an 
imputation based on the proportion of students in these classes is provided so that rough expenditures 
on these activities can be included in cross-provincial comparisons. Based on the imputations, the public 
sector portion of child care has a GDP that is slightly larger than the factor-cost GDP of the private sector, 
and its GDP has been growing quickly. 

The other way that the public sector provides direct support for child care is through subsidies and 
transfers. Here, the measurement is less precise, as government ledger files identify expenditures based 
on programs, as opposed to goods or services that are purchased. Furthermore, expenses are not 
recorded across provinces and territories in a systematically comparable fashion. As a result, the value 
for government support includes non-child care expenses for things like running government departments 
that are needed to make program expenditures or for activities such as child protective services. This 
affects the measurement of subsidies and transfers by creating an overestimate, but still allows for 
consistent estimation to compare expenditures across provinces and territories and to calculate an 
estimate for Canada as a whole. The support from the government for early learning and child care 
activities, including residential (foster) care, is approximately one-third of the total early learning and child 
care GDP for Canada.   

While this study can provide information on child care business characteristics, it cannot provide 
information about many aspects of the child care industry. The use of administrative data captures a 
large number of firms, and imputations for the role of the school system allow for interprovincial 
comparisons. However, the data may be incomplete. It is not currently clear how charities structure their 
daycare ownership, and this may affect future sets of estimates. If charities tend to hold their child care 
business activities in an incorporated subsidy, then their activity is reflected in the reported estimates. If, 
however, charities are not incorporating subsidiaries in which they operate daycares, then the estimates 
will be revised upward as more information on charities becomes available. 
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The administrative data used to compile the report also do not differentiate between licensed and 
unlicensed child care, although unincorporated businesses run by a single employee are known to be 
less likely to be licensed than incorporated businesses with multiple employees. In addition, these data 
are compiled based on the type of tax files received rather than the for-profit or not-for-profit status of the 
business. Future work with the administrative files can alleviate the latter issue. The current estimates 
cannot provide information about child care provided by registered charities or differentiate between 
activities by government agencies such as support for child care businesses through drop-in centres, or 
child protective services. As a result, the estimates are not complete, nor are they available for all types 
of child care provision. Similarly, the data do not provide information about the number of child care spots, 
divisions between full-time and part-time child care, or the quality of child care. These are important 
questions, but the administrative data currently in use are not well suited to answer them. 

Despite these limitations, the calculations presented here are the most comprehensive examination of 
child care businesses and the size of the child care industry to date. And, while they are a first step that 
will doubtless be improved upon, they do illustrate the size, nature and characteristics of child care firms, 
as well as the level of government support and the relative size of the early learning industry in the school 
system.  
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