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Abstract 

In the past decade, performance contracting and managed care have spread from the behavioral 

and physical health sectors into the social services sector, and are being used by public managers 

under the premise that the financial incentives embedded in these market-based models will 

motivate public and nonprofit organizations to make improvements in service effectiveness and 

cost efficiency.  These models, however, have been associated with disparities in service 

provision and client outcomes.  This paper reports findings from a longitudinal natural 

experiment that examined the effects of a performance-based, managed care contracting 

mechanism on service provision to 243 foster children and families served by nine nonprofit 

organizations.  It finds dramatic differences in the intensity of organizations’ foster care service 

provision, both between organizations in different financial environments and among 

organizations within similar contracting regimes.  While the finding of performance-based, 

managed care service disparities is similar to results from studies of the effects of market-based 

models in the behavioral and physical health care sectors, the identification of considerable 

interorganizational service disparities is novel, and suggests the possibility of distributive 

inequities in social service provision within and across contracting environments.  These results 

have implications for research on questions of equity and fairness in social service provision 

where fiscal constraints or incentives are present.   
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Interorganizational Disparities in Social Service Provision 

Over the past 50 years, the provision of social services to children and families has 

become increasingly organized as a purchase of service contracting partnership between the 

public and nonprofit sectors, in which public organizations implement social policies by 

contracting with and monitoring nonprofit organizations to ensure contract compliance with 

regulatory or legislative statute (Agranoff & McGuire, 2001a; Brown, Potoski, & Van Slyke, 

2006; Salamon, 1995; Smith & Lipsky, 1993; Van Slyke, 2003).  Analyses of Census of Service 

Industry data between 1977 and 1997 suggest a more than 200% increase in the number of 

nonprofit organizations in sectors such as child care, child and family services, job training, 

residential care, and social services (Salamon, 2003), and estimates suggest that at least half of 

all hospital and outpatient clinical care (Salamon, 1999), social services (Peat & Costley, 2001), 

and child welfare services (Kahn & Kamerman, 1998) are provided by nonprofit organizations.  

This acceleration in the private provision of social services has given rise to the metaphor of the 

“hollow state”, in which command-and-control public bureaucracies are replaced by 

decentralized networks of public and nonprofit organizations that share service production and 

governance responsibilities (Milward & Provan, 2000; Milward & Provan, 1998; Provan & 

Milward, 2001).   

This paper focuses on the provision of child welfare services in an environment where 

fiscal incentives are present through a market-based contracting mechanism.  Child welfare 

organizations, which annually serve roughly a half million children and their families and receive 

an estimated $20 billion in federal and state support (U.S. House of Representatives, 2004), help 

move children through the foster care system by providing many different kinds of services.  

Among such services are case planning and case management activities, supervising parent-child 
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visits, providing physical and mental health care, delivering parent education and training 

services, and locating and linking clients to specialized services in the community.  With the 

exception of a growing body of research concerned with mental health service utilization within 

the foster care population (James, Landsverk, Slymen, & Leslie, 2004; Halfon, Inkelas, Flint, 

Shoaf, Zepeda, & Franke, 2002; Pasztor, Hollinger, Inkelas, & Halfon, 2006; Shin, 2006), few 

studies have described the different types and amounts of services that foster children and their 

caregivers receive.  The dearth of empirical literature on foster care service provision is 

surprising given that federal and state child welfare policies require child welfare organizations 

to provide appropriate, timely services to foster children and their caregivers.   

Two interrelated policy and program trends have increased the importance of research on 

foster care service provision for public and nonprofit managers.  First, federal and state agencies 

are increasingly requiring child welfare organizations to submit performance reports and identify 

mechanisms that improve the effectiveness and cost-efficiency of their major programs.  The 

Adoption and Safe Families Act of 1997 (PL 105-89) demands that state child welfare systems 

move foster children into permanent homes efficiently without compromising their safety or 

well-being.  And in the wake of the first round of Child and Family Service Reviews required 

under this statute, in which no state successfully met all 14 federal outcome and systemic 

benchmarks (Children’s Bureau, 2007), states must improve the performance of their child 

welfare systems if they are to avoid financial penalties.   

Second, policymakers have recently introduced market-based models into child welfare 

systems in order to improve their efficiency and effectiveness and reduce costs (Courtney, 2000; 

James Bell Associates, 2007; McCullough & Schmitt, 2000; Smith, 2002; U.S. General 

Accounting Office (GAO), 1998).  In particular, public organizations have increasingly applied 
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performance-based and managed care models to their contractual relationships with private 

organizations, under the neoclassical economic premise that financial incentives embedded in 

these market-based models alter service providers’ risk and rewards and thus motivate them to 

improve service effectiveness (Agranoff & McGuire, 2001b).   

In the child welfare sector, the most common reimbursement mechanism is fee-for-

service contracting, in which nonprofit organizations are reimbursed from public funds for a 

predetermined amount for the provision of a particular service or bundle of services over a set 

period of time (Wulczyn, 2000a).  In contrast, performance-based contracting and managed care 

models increase the level of financial risk that child welfare organizations bear.  In the case of 

performance-based contracting, revenue is a function of organizations’ ability to reach 

contractually-specified objectives related to either service delivery or client outcomes (Hatry, 

1999).  Organizations thus have a clear financial interest in reaching these objectives, as they are 

rewarded with additional revenue.  Managed care organizes service delivery around management 

principles that contain service delivery costs; child welfare organizations in managed care 

environments maximize revenue by providing services to clients in the least costly manner 

(Embry, Buddenhagen, & Bolles, 2000; Wernet, 1999; Wulczyn, 2000a; Wulczyn, 2000b.  .   

Over the past two decades, at least 29 state child welfare systems have experimented with 

market institutions.  Many of these initiatives have contained elements of both performance-

based contracting and managed care (James Bell Associates, 2007; McCullough & Schmitt, 

2000).  Other components of managed care models that have been incorporated into the child 

welfare sector are capitation, gatekeeping, and utilization management (Embry, Buddenhagen, & 

Bolles, 2000; Mechanic, 1999; Wernet, 1999; Wickizer & Lessler, 2002).  This hybridization of 

financial models appears to be increasing in the child welfare sector.  Some child welfare 
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systems have added performance-based contracting and managed care requirements to their 

purchase of service contracts, thereby increasing the financial risks borne by nonprofit service 

providers (James Bell Associates, 2007) and motivating them to improve their performance and 

reduce the cost of service provision (Mechanic, 1999).   

Relevance of the Diffusion of Market-Based Models for Research on Social Service Provision 

The diffusion of market-based models into child welfare provides opportunities for 

research on three aspects of social service provision that are usually examined independently of 

one another.  Each of these topics either directly or indirectly concerns how public and nonprofit 

managers should govern and organize social service provision, particularly to the most 

disadvantaged members of society.   

How Well Do Market-Based Models Translate across Sectors?   

The increased adoption of performance-based and managed care models by social service 

systems suggests the need to consider how well or poorly these models translate from the 

industrial and medical sectors where they originated to other service sectors.  That is, do these 

models affect service provision in similar ways across different service sectors?   

A large literature has examined the effects of managed care on patients’ access to and 

receipt of services in managed care medical and public health environments.  Yet apart from 

recent evaluations of the multi-state Job Training Partnership Act performance management 

program (Barnow, 2000; Bloom, Hill, & Riccio, 2003; Heinrich, 2002; Heinrich, 2000) as well 

as other state performance initiatives (Frumkin, 2001), less is known about the effects of 

managed care and performance-based models on the social services sector.   

While there have been numerous descriptions of the impact of managed care and 

privatization on the organization and governance of child welfare systems (Craig, Kulik, James, 
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& Nielsen, 1998; Embry, Buddenhagen, & Bolles, 2000; Mordock, 1996; U.S. GAO, 1998), only 

one study has examined the effects of either performance-based contracting or managed care on 

service provision to child welfare-involved children and families (Cuellar, Libby, & Snowden, 

2001; Snowden, Cuellar, & Libby, 2003).  This study found that Medicaid-enrolled foster 

children in Colorado referred for mental health services experienced significant decreases in 

inpatient psychiatric hospitalizations, the number of inpatient days in care, the provision of 

therapy, case management, and day treatment services, and the average number of outpatient 

visits as the state transitioned to a capitated mental health system.   

Studies of non-child welfare populations have also identified managed care-related 

service reductions to children and families (Glied, 1999; Hutchinson & Foster, 2003; Miller & 

Luft, 1997; Miller & Luft, 1994; Simpson & Fraser, 1999; Szilagyi, 1998).  Evidence from these 

other service sectors suggests that special needs populations, including low-income, minority, 

chronically ill, and disabled groups—which are overrepresented in the child welfare client 

population (U.S. House of Representatives, 2004)—may receive fewer important services in 

market-based environments (American Academy of Pediatricians Committee on Children with 

Disabilities, 1998; American Academy of Pediatricians Committee on Child Health Financing, 

2000; Grazier, 1998; Newacheck, Stein, Walker, Gortmaker, Kuhlthau, & Perrin, 1996; Wagner, 

1997).  The empirical identification of managed care-related race-, income-, and health status-

based disparities in service provision may be related to cherry-picking, creaming, and/or 

skimming-related behaviors that have been theoretically predicted using principal-agent models 

(Cooper & Rebitzer, 2002; Frank, Glazer, & McGuire, 2000; Frank & McGuire, 1999; Gaynor, 

Rebitzer, & Taylor, 2001; Robinson, 2001).  Yet because market institutions may have different 

purposes and may be organized differently across sectors, it may be inadvisable to extrapolate 
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these findings from other sectors to the social services.  Further investigation of the effects of 

market-based models on social service provision is thus necessary.   

Nonprofit Adaptation to Economic Incentives and Pressures   

Privatization, devolution, and market-based approaches to social service provision open 

avenues for the study of nonprofit organizational change in response to performance demands, 

financial uncertainty, and competitive markets.  Research suggests that nonprofit organizations 

in managed care environments reorganize their service delivery structures and 

interorganizational relationships to manage heightened financial risk.  Chief among these 

structural adaptations is an emphasis on cost-effective programming in capitated and 

performance-based settings, as well as increased attention to the management of 

interorganizational relationships that impact nonprofit organizations’ ability to make case flow 

decisions that affect service efficacy (Barker & Wernet, 1999; Beinecke, Goodman, & Lockhard, 

1997; Emenheiser, Barker, & DeWoody, 1995; McBeath & Meezan, 2006; Mordock, 1996; 

Provan, Milward, & Issett, 2002; Segal, 1999).  These findings are broadly consistent with 

studies of fee-for-service purchasing on nonprofit social service organizations, which argue that 

public contracting impacts nonprofit organizations’ client advocacy efforts, linkages to other 

community-based organizations, organizational structure, and service technologies (Alexander, 

1999; Alexander, Nank, & Stivers, 1999; Austin, 2003; Backman & Smith, 2000; Galaskiewicz 

& Bielefeld, 1998; Hasenfeld, 1983; Reisch & Sommerfeld, 2003; Smith & Lipsky, 1993).   

Unresolved questions remain, however, including whether and why nonprofit 

organizations are motivated to pursue the economic incentives within performance-based and 

managed care contracting models.  The non-distribution constraint prevents nonprofit 

organizations from distributing profits to managers and obliges them to pursue the collective 
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good (Hopkins, 1998).  Thus, nonprofit organizations face legal barriers to pursuing individual 

profit in any contracting situation.  However, profit maximization need not be the sole or even 

primary rationale for pursuing economic incentives in market-based environments: a profitable 

and well-functioning program may burnish an organization’s community image, solidify an 

organization’s financial position in a turbulent market, and/or subsidize other programs and 

administrative functions within the organization (Gilbert, 1983).   

Few studies have explicitly considered the behavior of nonprofit service providers in 

incentive-based contracting environments.  Yet empirical studies suggest that tax status may not 

buffer nonprofit organizations from the financial pressures associated with traditional purchase 

of service contracts.  A comprehensive review of the literature concludes that ownership form 

has no conclusive effect on organizational behavior (DiMaggio & Anheier, 1990), and studies of 

nonprofit and for-profit organizations in the social services sector (Gronbjerg, 1990; Heinrich, 

2000) suggest that nonprofit organizations are no more likely to serve the poor or uninsured than 

for-profit organizations.1   

Other conceptual and empirical studies of vendorism and goal succession within the 

nonprofit social services sector (Arnould, Bertrand, & Hallock, 2000; Backman & Smith, 2000; 

Frumkin, 2002; Galaskiewicz & Bielefeld, 1998; Gronbjerg, 1993; Hasenfeld, 2000; Ryan, 1999; 

Tuckman, 1998; Weisbrod, 1997) have demonstrated that nonprofit organizations’ values are 

sensitive to changes in funding patterns, the “strings attached” (Weisbrod, 1988, p. 170) to 

various revenue sources, and competitive market conditions.  Taken as a whole, the 

preponderance of evidence suggests that sector—public, nonprofit, or for-profit—may be a 

                                                 
1 The relationship between ownership form and access to care, quality of care, and service provision may be 
different in other sectors.  A review of 250 empirical studies suggests that nonprofit hospitals and health care plans 
provide greater access to care and higher quality care than for-profit health care organizations for some types of 
services (Schlesinger & Gray, 2005).    
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meaningless distinction when looking at organizational behavior under various payment 

conditions (Kramer, 2000).  Thus, the effects of market-based models on nonprofit 

organizational behavior may be no different than on organizations in other sectors.   

Multi-Level Governance   

Finally, studying market-based models of social service provision relates directly to 

research on public governance, defined as “regimes of laws, rules, judicial decisions, and 

administrative practices that constrain, prescribe, and enable the provision of publicly supported 

goods and services” (Lynn, Heinrich, & Hill, 2001, p. 7).  Recent scholarship suggests that social 

service provision may be understood as a hierarchical process in which the technical production 

of publicly-funded services at the level of the individual front-line worker is nested in a 

managerial task environment that is affected by institutional factors (Hill & Lynn, 2004; Lynn, 

Heinrich, & Hill, 2001; Lynn, Heinrich, & Hill, 2000).  To Lynn, Heinrich, and Hill (2001; 

2000), governance flows downward: institutional forces (e.g., laws and legislative-bureaucratic 

interactions) affect managerial behaviors (e.g., interactions between the administrative and 

structural aspects of organizations), which ultimately shape front-line technical work (e.g., 

interactions between service recipients and case managers).2  Because potential factors affecting 

the production of social services reside at multiple levels, avenues for governance and practical 

intervention may exist at each level.   

Theoretical developments (Capelli & Scherer, 1991; Diez-Roux, 2000; Diez-Roux, 1998; 

Goodman, 2000; Klein, Tosi, & Cannella, Jr., 1999) have allowed researchers to propose multi-

level models that associate the governance of performance-based and managed care contracting 

with client-level changes in service provision and client outcomes.  These models attempt to 

                                                 
2 The model proposed by Lynn, Heinrich, & Hill (2001; 2000) is similar in many respects to the multi-level, 
institutional model proposed by Scott (1995), although Scott (1995) suggests that governance may flow downward 
or upward.   
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create “bridge statements” (Cappelli & Sherer, 1991, p. 56) that explain interrelationships among 

different levels or units, and that clarify why and how behaviors at one level impact another level 

(Glynn, Lant, & Milliken, 1994; Goodman, 2000; Klein, Tosi, & Cannella, Jr., 1999).  

Additionally, these multi-level relationships are ordinarily considered to be vertical, embedded 

in, and dependent upon one another (Cappelli & Sherer, 1991; Diez-Roux, 1998; Klein, 

Dansereau, & Hall, 1994).  Finally, it is common for these multi-level models to assess how 

institutional changes shape organizational characteristics, which in turn influence the behavior of 

individuals within organizations (Cappelli & Sherer, 1991).   

Statistical advances have allowed researchers to apply these theoretical models to multi-

level processes.  These methodological advances allow for the examination of intercorrelations 

between individuals, and relate these individual-level covariances to the contextual environment 

in which individuals are embedded (Diez-Roux, 2000; DiPrete & Forristal, 1994; Raudenbush & 

Bryk, 2002).  Empirical studies have identified relationships between site-specific factors within 

welfare offices and welfare recipients’ employment outcomes (Bloom, Hill, & Riccio, 2003; 

Heinrich & Lynn, 2000; Hill, 2006), organizational culture and employee job satisfaction and 

behaviors in a child welfare bureaucracy (Glisson, 2007; Glisson & James, 2002), staff attitudes 

towards interorganizational collaboration and collaborative practices (Smith & Mogro-Wilson, 

2007), and intensive family preservation caseworkers’ perceptions of parents and parental 

participation in program services (Littell & Tajima, 2000).   

Statistical methods appropriate for analyzing multi-level datasets have also been used to 

study the effects of managed care on public health care providers and their clients.  Studies have 

examined the effect of managed care mechanisms on community mental health staff commitment 

and job satisfaction (Morris & Bloom, 2002) and the types of supplemental services provided in 
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outpatient substance abuse treatment programs (Durkin, 2002).  Further evidence suggests that 

site-specific variation exists in managed care client outcomes such as mortality rates (Fisher, 

Wennberg, Stukel, Skinner, Sharp, Freeman, & Gittelsohn, 2000), the use of neonatal intensive 

care (Roblin, Richardson, Tomas, Fitzgerald, Veintimilla, Hulac, Bemis, & Leon, 2000), 

substance abuse treatment (Sosin, 2002), and breast cancer screening and follow up after 

hospitalization for mental illness (Schneider, Zaslavsky, & Epstein, 2002).  These studies suggest 

that considerable differences may exist in how service providers respond to managed care, and 

its impact on service provision to and the well-being of clients.   

Thus, applying new statistical techniques to the topic of multi-level governance allows 

researchers to test the strength of associations between hierarchically-organized phenomena and 

units of analysis that are often examined independent of each other, such as institutions, 

organizations, front-line workers, and service recipients.  This research also suggests a method to 

link process evaluations and impact evaluations and, analogously, to link implementation studies 

with studies of client outcomes.  Finally, the literature suggests that organizations are sites of not 

only great change but also great influence: they are affected by institutions and other bodies 

surrounding them, and their structures, tasks, technologies, and normative environments 

influence the behavior and outcomes of the individual staff and clients within them.   

Implications of the Extant Literature 

Questions concerned with social service provision occupy the intersection of these lines 

of inquiry.  Each of the research questions in this paper is predicated upon the possibility of 

differences or disparities in social service provision, and presumes that organizations that 

provide social services are not able to fully insulate themselves from their external environments.  

In more general terms, where exogenous forces place constraints on or provide opportunities for 
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organizational change, the production of social services may be affected unless there is a 

concerted effort to manage these environmental contingencies (Thompson, 1967).  This 

contingency theory-based perspective embraces the view that social service production is 

structured by how organizations respond strategically to proximate and distal environmental 

conditions.   

This perspective thus takes the position that it is not possible to fully understand when, 

where, how, and why social services are provided to clients by studying only factors internal to 

the organization.  Rather, it suggests that research on social service provision should also 

consider how organizations respond to external factors.  Additionally, this perspective suggests 

that variation in internal and external organizational environments may lead to 

interorganizational variation in service provision, since organizations facing different 

opportunities and/or pressures may structure social services differently.  Thus, at the level of the 

organizational field, the structures that influence social services as well as the actual services 

provided to children and families may be heterogeneous and diverse.   

Questions that are approached through this lens thus concern themselves with the 

normative concept of distributive equity, as they are concerned with the preservation of citizens’ 

access to public services.  A criterion of service quality, distributive equity draws from the 14th 

Amendment’s guarantee of equal protection of the law.  Regardless of whether they are public or 

private in auspices, publicly-funded social service providers are nominally accountable for 

privately-produced goods and services as well as legally accountable for protecting individuals’ 

right of access to services (Gilmour & Jensen, 1998; U.S. General Accounting Office, 1997).  

Contracting organizations are required to follow federal and state nondiscriminatory regulations 

concerning the types of clients they serve, the services they offer, and the length of time they 
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serve clients (Gronbjerg, 1993; McFarlane & Roach, 1999; Salamon, 1995; Smith & Lipsky, 

1993).  This regulatory environment is designed to reduce the interorganizational and 

intraorganizational variation in service provision that cannot be explained by the needs of service 

recipients.   

Equity in the distribution of public services exists where individuals with similar 

conditions, needs, and stations in society receive similar treatment in a public program.  The 

concept is analogous to the idea of fairness, in which “similarly situated people are treated alike” 

(Moore, 1995, p. 47).  Konow (2003) defines fairness as “treating equals equally” (p. 1195).  

Operationally, equity in service provision can be defined as “equivalent services across 

geographic regions, services to the neediest clients, and nondiscrimination in the provision of 

services” (Smith, 1989, p. 31; also see Osterle, 2002).  The degree of equity in service provision 

can be measured by tracking the variation in service provision to program participants with 

similar levels of need within the same organization or different organizations.  All else being 

equal, evidence of distributive inequity may be found where there are disparities in the services 

provided within or across different organizations or considerable levels of unmet client demand 

for services.   

Research Questions 

This paper examines two research questions using data from child welfare, a field of 

practice within the social services sector: 1) Does variation in service provision exist among 

nonprofit contractors both across and within market-based contracting regimes?; and 2) Should 

differences exist, what factors explain these differential service patterns?   

Research Methods3 

                                                 
3 Much of the material in this section is taken from other publications by the authors (McBeath & Meezan, in press; 
Meezan & McBeath, in press).   
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These questions are considered through an examination of the distribution of services 

provided to a sample of 243 foster children and families that were served by nine nonprofit child 

welfare organizations in Wayne County (Detroit), Michigan from 2001 to 2004.  These 

organizations contracted with the State of Michigan Department of Human Services—then called 

the Family Independence Agency (FIA)—to provide foster care services under one of two 

payment mechanisms: a fee-for-service reimbursement system in which organizations were 

reimbursed for their service-related expenses on a per child, per-diem basis; or a performance-

based, managed care reimbursement system that contained a lower per-diem rate and financial 

bonuses for the movement of foster children into permanent placements and the sustainment of 

these placements (the “pilot” initiative).4  The fiscal structure of the pilot reimbursement system, 

as well as the non-pilot per-diem reimbursement structure, is shown in Table 1.  

 [Table 1 About Here] 

Research Design 

This study took advantage of the conditions for a natural experiment in order to isolate 

the independent effect of the pilot initiative from other covariates of placement outcomes.  

Nonprofit organizations, which provide care for approximately 85% of the foster children and 

families in Wayne County, receive all of their foster care cases through the Family Assignment 

System (FAS).  The FAS requires children entering foster care for the first time to be assigned to 

the next organization in the alphabetical queue of service providers.  If an organization is at full 

capacity, the next organization in the queue is contacted, and if a space is available the child is 

placed with that service provider.  As a result, foster children in Wayne County are assigned to 

                                                 
4 While the pilot initiative did not contain some common elements of managed care models, it was considered by 
FIA and the nonprofit organizations to be a managed care initiative.  Official FIA documents described it as a 
managed care system (Family Independence Agency, 2000), and administrators from FIA and pilot organizations 
referred to it as a managed care system when they made public presentations.   
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nonprofit service providers on a rotating basis that is unrelated to case characteristics.  Due to 

this assignment mechanism, random assignment equivalence was initially presumed (and later 

demonstrated) to exist between children and families in pilot and non-pilot organizations.  Thus, 

comparisons between the performance-based, managed care versus fee-for-service contracting 

environments presented in this paper are derived from the equivalent of a randomized, post-test 

only control group design.   

Significant client-level differences were hypothesized to exist among the nine nonprofit 

organizations that participated in the study, given the number of organizations and the different 

sample sizes contributed by each organization.  These differences, reported in the next section, 

suggest that the FAS did not randomize children and families across individual service providers.  

Thus, the interorganizational comparisons reported in this paper are derived from a quasi-

experimental research design.   

Sampling Method 

In order to examine service provision to foster children and families, 243 foster children 

served by six pilot organizations (n = 175) and three non-pilot organizations (n = 68) were 

selected for inclusion in the sample between May and October of 2001.  Children was admitted 

to the study if they were a resident of Wayne County; under the age of 13 or part of a sibling 

group in which at least one child was under the age of 13 (FIA mandated that only children under 

the age of 13, or those whose siblings were under this age, were eligible for pilot reimbursement 

payments); assigned to the organization through the FAS; ordered into care at the preliminary 

court hearing; and reentering foster care after at least 365 days had passed since the last non-

relative out-of-home placement.  If a child was reentering foster care in less than 365 days, then 

he/she was assigned to the nonprofit service provider that had prior supervisory responsibility.   
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In cases where two or more children from a sibling group were eligible for the study, 

only two siblings were included in the sample.  If the sibling group consisted of two children, 

both children were admitted to the sample.  Where the sibling group consisted of more than two 

children, two children were randomly selected for study.   

Data Collection 

Information pertaining to the characteristics of foster children and their primary 

caregivers was collected once, 30 days after the child’s entry into foster care.  Information 

concerning the whereabouts of the children, the services provided to them and their families, and 

the characteristics of nonprofit caseworkers serving sample children and families was collected 

at 30 days and then every 90 days thereafter, up to a total of 930 days in foster care.  Data were 

gathered through quarterly reviews of case files, which contained reports from CPS, FIA-

required assessments and service plans, and regularly updated case notes.  Data collection 

stopped either at 930 days or when the court terminated FIA’s supervision of the family.   

Measures 

Three measures of in-organization service provision were used: 1) the number of non-

therapeutic service contacts provided to foster children and their families by nonprofit 

caseworkers, which included case management-related activities; 2) the number of therapeutic 

service contacts provided to foster children by counselors, psychiatrists, and/or psychologists at 

the nonprofit organizations; and 3) the number of phone calls that nonprofit caseworkers made to 

FIA and other collateral organizations.  These measures captured the central services that 

nonprofit child welfare caseworkers and/or clinicians provided to foster children, their biological 

parents and/or primary caregivers, and their foster parents (Unrau & Wells, 2005; U.S. 

Department of Health and Human Services, Children's Bureau, 1997).   
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Two measures of out-of-organization service provision were also used: 1) the number of 

referrals for community services made on behalf of foster children and their families; and 2) the 

number of community services that foster children and their families received.  These measures 

captured the number of referrals that nonprofit caseworkers made to other service providers to 

locate services for foster children and families that were deemed necessary for case progress but 

that were not available within their organization.  Referrals could be made, for example, for drug 

treatment, specialized medical or mental health care, employment and training assistance, or 

housing assistance.   

Psychometric analyses of the three measures of in-organization service provision, which 

were initially composed of multiple items, provided support for the use of summary measures 

(Meezan & McBeath, 2003): exploratory factor analyses (varimax rotation) of the items in each 

measure resulted in single factor solutions, suggesting it was appropriate to sum the individual 

items initially contained in the measure.  Reliability analyses yielded Cronbach’s alpha values 

between 0.65 and 0.79, suggesting the summary measures had acceptable internal consistency.  

Psychometric analyses could not be completed on the two measures of out-of-organization 

service provision since these variables were not aggregated from multiple, independent items.   

A set of nine dummy variables (“nonprofit markers”) allowed for the identification of 

interorganizational differences in service provision.  Each marker identified the subsample of 

children and families served by a particular nonprofit service provider.  For example, only those 

children and families served by Pilot Organization 1 received a “1” on the dichotomous variable 

pertaining to this nonprofit organization; these children and families received a “0” for each of 

the eight nonprofit markers pertaining to the other organizations.  Each marker captured 
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organization-specific factors that affected only the foster children and families served by the 

nonprofit organization.   

Other measures, some of which had been identified in prior research as being associated 

with child welfare service provision, pertained to the characteristics of children, primary 

caregivers, and nonprofit caseworkers.  Measures related to the characteristics of each foster 

child included the child’s time in care (Unrau & Wells, 2005), race (Courtney, Barth, Berrick, 

Brooks, Needell, & Park, 1996; Glisson, 1996), gender, and age at the point of entry into foster 

care (Martin, Peters, & Glisson, 1998).  Time in care was measured by the number of days the 

child remained in foster care as of the 930th and final day of data collection; race was measured 

by a dichotomous variable indicating whether the child was African American or Caucasian (as 

no other races or ethnicities were present in the sample); gender was coded by a binary variable 

indicating whether the child was male or female; and age was measured in years.   

Measures related to the characteristics of the primary caregiver of the child included 

whether the primary caregiver had previously been involved with CPS; the primary caregiver’s 

age; and the primary caregiver’s family structure.  A binary variable indicated whether the 

primary caregiver had previously been investigated by CPS for suspected child maltreatment, 

age was measured in years, and family structure was captured by a dichotomous variable 

indicating whether or not the primary caregiver led a female-headed household.   

Two measures concerned the strengths and needs of foster children and their primary 

caregivers, and captured the physical, social, and material needs of foster children and their 

biological parents (Courtney & McMurtry, 2002; Faver, Crawford, & Combs-Orme, 1999; Shin, 

2006; U.S. GAO, 1995).  These measures drew from a nine-item assessment of the child’s 

strengths and needs and a 13-item assessment of the primary caregiver’s strengths and needs that 
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were completed within 30 days of the child’s entry into foster care by organization caseworkers 

using FIA-developed forms.  Analyses suggested that these measures of strengths and needs had 

acceptable psychometric properties (Meezan & McBeath, 2003).  Exploratory factor analyses 

(varimax rotation) of the individual items in each measure of strengths and needs resulted in 

single factor solutions, suggesting that it was appropriate to sum each set of items into a single 

measure.  Additionally, the Cronbach’s alpha associated with the measures of child and primary 

caregiver needs and strengths were 0.75 and 0.79, respectively, suggesting that they had 

acceptable internal consistency.   

A set of dummy variables identified the precipitating formal allegation leading to the 

child’s placement in foster care: whether neglect was the sole reason for removal of the child; 

whether the child had been abandoned by his or her biological parents; whether physical abuse 

was the sole reason for removal of the child; whether neglect and physical abuse were the 

reasons for removal of the child; whether sexual abuse was the sole reason for removal of the 

child; whether neglect as well as emotional and physical abuse were the reasons for removal of 

the child; whether incarceration of parents or child-related alcohol/drug abuse or behavior 

problems led to the removal of the child; and whether none of these factors led to the removal of 

the child.  This set of measures reflected empirical estimates of increased mental health service 

utilization among foster children who were abused (Leslie, Landsverk, Ezzet-Lofstrom, Tschann, 

Slymen, & Garland, 2000; Shin, 2006).   

Other dichotomous measures captured conditions in the biological household of potential 

relevance to foster care caseworkers, including drug abuse, inadequate housing, domestic 

violence, failure to protect children from maltreatment, and alcohol abuse.  These measures 

reflected research identifying the co-occurrence of substance abuse, material hardship, and 
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household violence among child welfare populations (Courtney, McMurtry, & Zinn, 2004; 

Kelleher, Barth, & Edleson, 2005; Kohl, Edleson, English, & Barth, 2005; Smith & Marsh, 

2002).  These measures were not mutually exclusive, since CPS or nonprofit caseworkers 

identified the presence or absence of each of these conditions prior to the child’s removal from 

the caregiver’s household.   

Research has identified a number of caseworker-related factors that may impede foster 

care service provision, including worker turnover and high caseloads (Chipungu & Bent-

Goodley, 2004; Pecora, Whittaker, Maluccio, & Barth, 2003; U.S. GAO, 2003; Wells, 2005).  

Because information on caseworkers was gathered quarterly, it was possible to identify changes 

in the caseworkers serving foster children and families and their characteristics.  A critical 

measure was therefore the number of caseworkers that served the foster child over his or her stay 

in care.  Given the possibility of multiple caseworkers serving a foster child, other measures 

included the average number of months of experience that each foster child’s caseworker(s) had 

within the organization; and the average caseload that the foster child’s caseworker(s) was 

responsible for (measured in number of family cases as opposed to individuals).  Caseworkers’ 

educational level was measured by a continuous variable: the percentage of a child’s stay in care 

in which the foster child’s caseworker(s) had at least a baccalaureate degree.  The similarity of 

the child’s and the caseworker’s racial background was captured by measuring the percentage of 

a child’s stay in care in which both the foster child and the caseworker(s) were either Caucasian 

or African American.   

Analytic Methods 

Two sets of quantitative analyses were conducted.  Univariate and bivariate analyses 

were completed to describe sample children and families, and to identify statistically significant 
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differences in the children and families placed at different nonprofit organizations.  Multivariate 

analyses were then used to identify the most important factors shaping service provision to foster 

children and their biological families over their time in care.  The following general specification 

was used to regress service provision against the set of organizational, child and primary 

caregiver, and caseworker variables.   

Yi = β0i + β1X1i + β2X2i + β3X3i + � i 

Here, Y was a measure of service provision to foster child i; X1 included the variables 

pertaining to the nonprofit markers; X2 was the set of variables pertaining to the characteristics 

of the foster child and his or her primary caregiver; X3 was the set of variables pertaining to the 

characteristics of the caseworker(s) serving the foster child; and � i was the stochastic error term.  

The coefficients associated with the nonprofit markers identified whether foster children in the 

care of different nonprofit organizations received different amounts of services.   

Because the service provision variables were counts of either the number of service 

contacts or the number of services to which a family was referred or which a family received, it 

was initially hypothesized that each dependent variable was non-normally distributed.  

Preliminary analyses supported this hypothesis: each measure’s conditional variance was higher 

than its conditional mean; each distribution contained a large percentage of zeros; and 

skewness/kurtosis tests confirmed that each measure was significantly non-normally distributed.  

In order to obtain unbiased and consistent parameter estimates, a negative binomial specification 

was thus used for all multivariate analyses.  A negative binomial model, which relies upon the 

cumulative density function of the gamma distribution, is appropriate for count variables with 

values densely distributed around zero (Long, 1997).  A negative binomial regression was a more 
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appropriate estimator than a Poisson regression for these data since the service provision 

measures’ conditional variances exceeded their conditional means.   

Given a maximum sample size of 243 foster children, adequate statistical power could 

not be maintained if all covariates were included in multivariate statistical models.  Therefore, to 

preserve statistical power and identify a consistent set of independent variables across all 

dependent variables, the following three-step procedure was used to reduce the list of regressors.   

First, variables that were necessary in order to answer the research questions were 

retained regardless of their performance in bivariate analyses.  Variables pertaining to pilot or 

non-pilot status as well as the block of nonprofit markers were thus kept.  Second, theoretically 

important variables were included regardless of their performance in bivariate analyses (Achen, 

2002).  Third, covariates that were significantly related at the p < 0.05 level in bivariate analyses 

were retained for inclusion in multivariate analyses.  This procedure thus excluded those 

covariates that proved unrelated in initial analyses to all or most measures of service provision 

under examination.5  This procedure led to the retention of covariates of service provision that 

were essential to the research questions, theoretically justified, and/or consistently related to the 

various measures of service provision.   

In order for models to be estimable, a category of the nonprofit markers (Non-Pilot 

Organization 2) as well as the allegation variables (children who had been neglected but not 

maltreated in any other manner) had to be omitted.  Two criteria guided the choice of these 

reference categories: large group size; and the ability to make between-group comparisons of 

                                                 
5 These excluded variables included: child gender; four variables pertaining to conditions in the biological household 
including drug abuse, inadequate housing, failure to protect, and alcohol abuse; primary caregiver’s prior 
involvement with CPS and family structure; whether caseworker and child racial backgrounds matched, and 
caseworker educational level.  Also omitted were a number of interaction terms created by multiplying pilot or non-
pilot status with each variable concerning child characteristics, the allegation types, and primary caregiver 
characteristics.   
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relevance to policy, practice, and theory.  Regarding the first criterion, both reference categories 

contained a large proportion of the overall sample and provided meaningful amounts of 

explainable variation.  In the case of the second criterion, the use of Non-Pilot Organization 2 as 

the reference category allowed for clear interpretations of the pilot-related nonprofit markers; 

similarly, referencing the allegation variables against the omitted category of neglect alone 

allowed for clear interpretations of conceptually important types of formal allegations of child 

maltreatment such as physical abuse and sexual abuse. 

Due to the sampling frame used, in which up to two siblings could be admitted into the 

study, the multi-level clustering of children within families and within organizations was a 

concern.  Without correcting for the clustered or nested nature of the sample, estimates of 

variances would be artificially reduced, thus increasing the likelihood that coefficient estimates 

would be significant for no other reason than the non-independence of sample units (Greene, 

1997; Guo, 2005; Wooldridge, 2002).  To correct for this nesting of children within families and 

within organizations, clustered standard errors (STATA Corporation, 2003) were employed.  

This statistical procedure was employed in place of more common multi-level analytical 

procedures such as HLM because the dataset provided too few sampling units at the 

organizational level: the small number of sample organizations (N = 9) and the fact that some 

organizations provided very few sample children severely limited the statistical power available 

at different levels of analysis.   

Finally, in order to allow for the comparison of effect sizes, the coefficients for the 

multivariate models were reported as incidence rate ratios as opposed to unstandardized beta 

coefficients.  These rate ratios, which were calculated by exponentiating the β coefficients, 
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identify the expected relative change in the rate of the dependent variable associated with a one 

unit change in the independent variable.   

Results 

Descriptive Results 

As can be seen in Table 2, children and families received an average of 118 non-

therapeutic service contacts and nine therapeutic service contacts by nonprofit personnel while in 

the care of nonprofit child welfare organizations.  Caseworkers made an average of 46 service-

related phone calls to collateral organizations on behalf of children and families.  An average of 

18 referrals for community services were made for each case, and an average of nine completed 

service referrals were achieved while children were in care.   

Nearly three quarters of the sample (n = 175) was served by a pilot organization.  Study 

organizations contributed considerably different proportions of foster children and families to the 

study, ranging from a low of three percent (Pilot Organization 2, n = 6) to a high of 25% (Pilot 

Organization 5, n = 60).   

While 108 children (44%) remained in foster care through the entire 930 days of data 

collection, children spent an average of 675 days in care.  Since the study drew children 

primarily from Detroit, where large numbers of African Americans reside, it is not surprising that 

over three quarters of the sample (n = 193) was African American.  Half of sample children (n = 

125) were male, and children were six years old on average upon entering foster care.  The 

average standardized score for the caseworker-completed assessment of child needs and 

strengths was zero, suggesting that children demonstrated no more needs than strengths in terms 

of their social, emotional, and physical development.   
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Roughly half of primary caregivers (n = 112) had been previously investigated by CPS 

for child maltreatment.  Primary caregivers were, on average, 34 years old at the point of their 

children’s entry into care, and roughly two-thirds of them (n = 146) led female-headed 

households.  The average standardized score for the caseworker-completed assessment of 

primary caregiver needs and strengths was 0.14, which implies that primary caregivers 

demonstrated slightly more strengths than needs across dimensions including parenting skill, 

social support, and emotional stability.    

Nearly all children were removed from their biological households because of a formal 

allegation of neglect, physical abuse, abandonment, sexual abuse, or some combination of these 

types of maltreatment.  Fifteen children (6%) were placed in foster care in the absence of a 

formal allegation of child maltreatment.  The legal justification for the removal of these children 

is unclear.  Chronic neglect (unaccompanied by any other form of child maltreatment) was by far 

the most prominent reason for removal, with over half of the sample (n = 131) being removed for 

this reason.  Roughly an eighth of the sample (n = 31) had been abandoned.  Less than a tenth of 

the sample had been physically abused (n = 22), neglected and physically abused (n = 16), 

sexually abused (n = 10), or neglected as well as emotionally and physically abused (n = 9).  

Finally, eight children (3%) were removed for other reasons, including incarceration of their 

parents or child-related substance abuse or behavior problems.   

Over a third of the sample came from households in which drug abuse (n = 89) or 

inadequate housing (n = 84) had been identified by CPS and/or nonprofit caseworkers.  Roughly 

one tenth of sample children came from households in which domestic violence (n = 26) had 

been identified, or in which a household member was judged to have failed to protect a child (n = 
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24).  Finally, 20 children (8%) had inhabited a household in which alcohol abuse had been 

identified.   

Sample children and families were served by an average of three caseworkers while in 

care.  These caseworkers had, on average, 18 months of experience and caseloads of about 22 

families.  Sample children were served by racially-similar caseworkers for roughly half their 

time in care, and were served by caseworkers with an advanced degree for about one tenth of 

their time in care.   

Pilot/Non-Pilot and Interorganizational Comparisons 

As reported by McBeath and Meezan (in press), non-pilot children and families received 

significantly more non-therapeutic service contacts (149 versus 107; χ2 = 16.79; df = 1; p = 

0.00); more therapeutic service contacts (19 versus 5; χ2 = 19.00; df = 1; p = 0.00); slightly more 

phone calls to collateral organizations (56 versus 42; χ2 = 2.99; df = 1; p = 0.08); and more 

completed referrals for community services (10 versus 9; χ2 = 4.55; df = 1; p = 0.03) than 

children and families served by pilot organizations.   

The client-level equivalence between children and families served under the two 

reimbursement models has been established.  As reported by McBeath and Meezan (in press) and 

Meezan and McBeath (2003; in press), the pilot and non-pilot groups are indistinguishable on all 

child characteristics but one: children from pilot organizations were, on average, older than 

children from non-pilot organizations (6.74 versus 5.22 years; F = 5.39; df = (1, 242); p = 0.02).  

There were significant group differences for only two characteristics pertaining to the primary 

caregivers of sample children: a smaller proportion of caregivers of children from pilot 

organizations had been previously investigated by Child Protective Services (CPS) for child 

maltreatment than those from non-pilot organizations (47% versus 63%, respectively) (χ2 = 4.50, 
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df = 1, p = 0.03); and a greater proportion of caregivers of children from pilot organizations led 

female-headed households than those from non-pilot organizations (69% versus 53%, 

respectively) (χ2 = 5.18, df = 1, p = 0.03).  The pilot and non-pilot groups were comparable on 

all measures pertaining to the formal allegation of maltreatment and measures describing other 

conditions in the biological household (e.g., presence of drug abuse, inadequate housing, alcohol 

abuse, failure to protect, and domestic violence).  There was, however, one group-based 

difference in the caseworkers serving foster children and families.  Non-pilot children and 

families were served by better-educated caseworkers for a greater proportion of their time in care 

than pilot children and families (14% versus 8%, respectively) (F (4,237) = 4.47; p = 0.04).   

As shown in Table 3, unlike the children and families in the pilot and non-pilot groups 

(who were comparable on almost all measured characteristics), children who were placed at the 

nine different nonprofit organizations differed significantly along many service, child, primary 

caregiver, and worker-related dimensions.  Significant interorganizational differences existed for 

all measures of service provision except for community service activity.  On average, children 

and families from Pilot Organization 5 received the fewest non-therapeutic service contacts (M = 

75), whereas children and families from Pilot Organization 1 were provided the greatest number 

of non-therapeutic service contacts (M = 200) (χ2 = 43.94; df = 8; p = 0.00).  Children served by 

Pilot Organization 2 received, on average, the fewest therapeutic service contacts over their stay 

in care (M = 1), whereas children from Non-Pilot Organization 1 received the most therapeutic 

service contacts (M = 24) (χ2 = 31.11; df = 8; p = 0.00).  While the fewest average number of 

service-related phone calls were made on behalf of children and families from Pilot Organization 

2 (M = 17), children and families from Non-Pilot Organization 2 had the most service-related 

phone calls placed on their behalf (M = 93) (χ2 = 47.09; df = 8; p = 0.00).  Similarly, children 
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and families from Pilot Organization 2 received the fewest referrals for community services (M = 

10), whereas children and families from Non-Pilot Organization 2 received the most referrals for 

community services (M = 23), on average (χ2 = 16.03; df = 8; p = 0.04).  Overall, these results 

suggest that the intensity of service provision to children and families differed considerably 

across nonprofit organizations.   

[Table 3 About Here] 

In terms of child characteristics, children who were served by Pilot Organization 2 had 

the shortest average time in care (M = 357), whereas children placed at Pilot Organization 3 

spent more days in care, on average, than children at any other nonprofit service provider (M = 

766) (F (8,234) = 2.26; p = 0.02).  Pilot Organization 2 served proportionally fewer African 

American children than any other organization (50%), while Pilot Organization 4 served the 

largest percentage of African American children (93%) (χ2 = 19.70; df = 8; p = 0.01).  

Interorganizational differences also existed for three measures related to the primary caregivers.  

Children placed at Pilot Organization 1 had, on average, the youngest parents or primary 

caregivers (M = 29), whereas children placed at Pilot Organization 2 had the oldest primary 

caregivers (M = 40) (F (8,210) = 2.01; p = 0.047).  Proportionally fewer children served by Non-

Pilot Organization 3 had primary caregivers who led female-headed households (15%); in 

contrast, children served by Pilot Organization 1 had the greatest proportion of primary 

caregivers leading female-headed households (94%) (χ2 = 29.85; df = 8; p = 0.00).  Finally, the 

primary caregivers in Pilot Organization 2 exhibited the greatest average strengths-to-needs 

score (M = 5.62), while those served by Pilot Organization 3 were assessed as having the lowest 

such score, on average (M = -3.34) (F (8,214) = 3.76; p = 0.00).   
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Significant differences existed in the type of child maltreatment experienced by children 

served by different nonprofit organizations (χ2 = 1.5.30; df = 56; p = 0.00).  And there were also 

significant interorganizational differences in the households from which children had been 

removed.  No children from Pilot Organization 2 came from households that had been deemed 

materially inadequate, whereas 70% of children served by Pilot Organization 4 came from such 

households (χ2 = 41.15; df = 8; p = 0.00).  Similarly, while no children from Pilot Organization 2 

came from households in which domestic violence had been identified, 28% of children from 

Pilot Organization 4 had been removed from such households (χ2 = 24.77; df = 8; p = 0.00).  No 

children served by Pilot Organizations 2 or 5 or Non-Pilot Organization 3 had been removed 

from households due to parental failure to protect the child from maltreatment; in contrast, 28% 

of children in Pilot Organization 1 had experienced this household condition (χ2 = 28.99; df = 8; 

p = 0.00).  In addition, no children served by Pilot Organizations 1 or 2 or Non-Pilot 

Organization 3 had been removed from households in which alcohol abuse had been identified, 

as compared to the 29% of children served by Pilot Organization 6 who had this experience (χ2 = 

18.76; df = 8; p = 0.2).   

Finally, significant interorganizational differences existed for all measures pertaining to 

the characteristics of caseworkers serving children and families.  Children in Pilot Organization 1 

were served by the fewest caseworkers, on average (M = 1.78), while children from Pilot 

Organization 3 interacted with the greatest number of caseworkers (M = 3.43) (F (8,234) = 5.31; 

p = 0.00).  Children in Pilot Organization 3 were served by the least-experienced workers on 

average (M = 9.55), whereas children in Non-Pilot Organization 3 had the most-experienced 

caseworkers (M = 53.62) (F (8,234) = 5.85; p = 0.00).  In terms of worker caseload, children 

from Pilot Organization 2 were served by caseworkers with the lightest caseloads (M = 18.06); in 
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contrast, children from Non-Pilot Organization 1 had caseworkers with the heaviest caseloads 

(M = 26.99) (F (8,234) = 13.44; p = 0.00).  Children from Non-Pilot Organization 2 spent the 

least amount of time being served by same-race caseworkers, whereas children from Pilot 

Organization 1 were served by such caseworkers the greatest length of time (37% and 79%, 

respectively) (F (8,234) = 3.77; p = 0.00).  Finally, children served by Pilot Organizations 2 and 

3 were never served by master’s-degreed caseworkers, whereas children from Pilot Organization 

4 spent roughly a quarter of their stay in care being served by caseworkers with MSWs (F 

(8,234) = 8.67; p = 0.00).   

Multivariate Results 

Factors associated with non-therapeutic service provision.  As reported by McBeath and 

Meezan (in press), children and families served by pilot organizations received 43% fewer non-

therapeutic service contacts over their time in care than children and families from non-pilot 

organizations when other covariates of service provision were controlled.  Multivariate analyses 

for the current paper determined that five nonprofit markers were significantly associated with 

non-therapeutic service provision.  As seen in Table 4, children and families served by Pilot 

Organizations 3 through 6 as well as Non-Pilot Organization 1 received significantly fewer 

service contacts than children and families from Non-Pilot Organization 2, controlling for child, 

primary caregiver, and caseworker covariates.  The coefficients for the nonprofit markers had 

considerable weight: all else being equal, children and families at these five organizations 

received between 43% (from Non-Pilot Organization 1) and 71% (Pilot Organization 5) fewer 

non-therapeutic service contacts than children and families from Non-Pilot Organization 2.   

[Table 4 About Here] 
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Three variables pertaining to child characteristics were positively associated with non-

therapeutic service provision.  An additional day in care was associated with less than a 1% 

increase in non-therapeutic service activity, controlling for child, primary caregiver, and 

caseworker characteristics.  An additional year of child age at entry into care was associated with 

a 2% increase in non-therapeutic service contacts.  Finally, a one standard deviation increase in 

the assessment of children’s strengths and needs (indicating more strengths) was related to a 4% 

increase in service provision.  In contrast, none of the variables associated with primary 

caregiver characteristics was significantly associated with non-therapeutic service activity.   

In general, few types of child maltreatment were associated with non-therapeutic service 

provision.  Abandoned children received 33% fewer non-therapeutic service contacts, as 

compared to children and families in households in which neglect alone had been present, while 

children who had been neglected as well as emotionally and physically abused received 70% 

more non-therapeutic service contacts than neglected children.  Additionally, domestic violence 

was positively associated with non-therapeutic service activity.  Controlling for child, primary 

caregiver, and caseworker characteristics, families whose households contained violence 

received 49% more non-therapeutic service contacts than did other children and families. 

All caseworker characteristics were associated with non-therapeutic service provision.  

Children and families who were served by an additional caseworker had 15% more non-

therapeutic contacts, controlling for the nonprofit markers and child and primary caregiver 

characteristics.  An additional month of experience among the caseworkers serving children and 

families was associated with less than half a percent decrease in service provision.  In contrast, 

an additional family case on workers’ caseload was associated with a 3% increase in non-

therapeutic service activity.   
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Factors associated with therapeutic service provision.  As reported by McBeath and 

Meezan (in press), children served by pilot organizations received 83% fewer therapeutic service 

contacts over their time in care than non-pilot children, controlling for child, primary caregiver, 

and caseworker characteristics.  As seen in Table 4, two nonprofit markers were significantly 

related to therapeutic service activity, controlling for child, primary caregiver, and caseworker 

characteristics.  Children served by Pilot Organizations 4 and 5 received 90% and 82% 

significantly fewer therapeutic service contacts than children from Non-Pilot Organization 2, 

respectively.  In contrast, children from the other organizations received therapeutic contacts in 

numbers that were statistically indistinguishable from the numbers received by children from 

Non-Pilot Organization 2.   

No significant relationships emerged between therapeutic service provision and child or 

primary caregiver characteristics.  Additionally, as with non-therapeutic service provision, few 

types of child maltreatment were associated with therapeutic service provision.  Children who 

entered care without an allegation of maltreatment received 87% fewer therapeutic service 

contacts than children who were only neglected.  No other coefficients associated with the 

allegation types were significantly related to therapeutic service activity.  In contrast, domestic 

violence was positively associated with therapeutic service provision: children whose households 

contained violence received 2.34 times more therapeutic service contacts than did other children, 

controlling for the nonprofit markers as well as child, primary caregiver, and caseworker factors.   

Finally, no variable pertaining to caseworker characteristics was significantly related to 

therapeutic service provision.  The number of therapeutic service contacts that children had while 

in care was unrelated to the number of caseworkers they were served by or these caseworkers’ 

experience or caseloads.   
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Factors associated with phone calls to FIA and collateral organizations.  As reported by 

McBeath and Meezan (in press), pilot or non-pilot status was not significantly related to service-

related phone calls.  This suggests that phone calls were made on behalf of pilot and non-pilot 

children and families in numbers that were statistically indistinguishable.  Analyses for this paper 

determined that all nonprofit markers were negatively associated with service-related phone 

activity.  This result suggests that while organizations had different levels of phone call activity, 

no children and families had as many phone calls made on their behalf as children and families 

from Non-Pilot Organization 2.  As seen in Table 4, between 48% and 83% fewer service-related 

phone calls were made for other organizations’ children and families than those in Non-Pilot 

Organization 2, controlling for child, primary caregiver, and worker characteristics.   

As it had been for non-therapeutic service provision, time in care was positively related 

to service-related phone calls.  An extra day in care was associated with less than half a percent 

increase in the number of service-related phone calls.  Child age was positively related to 

service-related phone activity: an additional year of child age at entry into care was associated 

with a 4% increase in phone call activity.  Finally, a one standard deviation increase in the 

assessment of children’s strengths and needs (indicating more strengths) was related to a 2% 

increase in phone calls.  Primary caregiver characteristics, however, were unrelated to service-

related phone calls.   

Overall, no type of maltreatment was related to phone call activity.  In contrast, domestic 

violence was associated with increased service-related phone call activity: controlling for the 

nonprofit markers as well as well as child, primary caregiver, and caseworker characteristics, 

children and families whose households contained violence received 51% more service-related 



- 34 - 
 

phone calls than did other children and families.  Finally, caseworker characteristics were 

unrelated to the number of phone calls made for children and families.   

Factors associated with referrals for community services.  As reported by McBeath and 

Meezan (in press), pilot or non-pilot status was not significantly related to the number of 

referrals made for community services.  In contrast, and as seen in Table 5, most nonprofit 

markers were negatively associated with referral activity.  Children and families served by Pilot 

Organization 2, Pilot Organizations 4 through 6, and Non-Pilot Organizations 1 and 3 received 

between 24% and 63% fewer referrals than children and families in Non-Pilot Organization 2, 

controlling for child, primary caregiver, and worker characteristics.   

[Table 5 About Here] 

Apart from the nonprofit markers, there were only two significant covariates of referral 

activity.  Children and families served by more experienced caseworkers received significantly 

fewer referrals for community services.  This relationship was substantively weak: an additional 

month of caseworker experience was associated with a half percentage point decrease in the 

number of referrals that children and families received while in care.  Finally, adding a single 

case to workers’ caseloads resulted in a 2% increase in referral activity, controlling for child and 

primary caregiver characteristics as well as the nonprofit markers.   

Factors associated with community services.  As reported by McBeath and Meezan (in 

press), pilot or non-pilot status was consistently and negatively associated with the number of 

community services that children and families received, such that pilot children and families 

received 20% fewer such services than those from non-pilot organizations.  As seen in Table 5, 

the nonprofit markers for Pilot Organizations 4 and 6 were significantly related to community 

service activity.  Children and families served by these two organizations received 21% and 26% 
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fewer community services, respectively, than children and families from Non-Pilot Organization 

2, controlling for child, primary caregiver, and caseworker characteristics.   

None of the variables pertaining to child and primary caregiver characteristics was 

associated with the number of community services.  While nearly all types of maltreatment were 

unrelated to community service provision, those in households in which neglect as well as 

physical abuse had been present received 30% more community services than those in 

households in which only neglect had been present.  Finally, the variables concerning 

caseworker characteristics were inconsistently associated with community service activity.  In 

contrast, an additional family case on workers’ caseload was associated with a 3% increase in the 

number of community services provided to children and families.   

Towards a Research Agenda on Interorganizational Disparities in Social Service Provision 

Foster children and their biological families occupy the heart of a dense social service 

network of professionals, organizations, and institutions.  Partly because of the many voices of 

authority involved and partly due to the enormous importance that society has placed upon 

preventing and remedying the effects of child maltreatment, child welfare service provision is 

neither a simple nor a uniform process.  The data from this study suggest that foster children and 

families who are served by different organizations, or who are situated in different institutional 

environments, can receive dramatically different amounts and types of services.  The amount of 

services provided, however, is due only in part to whom these children and families are or why 

they came into contact with the child welfare system.  The drivers of social service provision 

appear to be principally organizational and systemic in nature.   

Public policy and public management trends have heightened the importance of 

understanding the organizational and institutional context of social service provision.  Drawing 
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from the New Public Management movement, the Government Performance and Results Act of 

1993 (PL 103-62) and subsequent performance management initiatives such as the National 

Performance Review (Green, Jones, & Thompson, 2000) and the Government Performance 

Project (Ingraham & Kneedler, 2000) contributed to an expectation that public service systems 

should be valued not simply for their ability to provide fair and equal access to necessary 

services but also for their performance.  Concomitant with these developments, many states 

requested Title IV-E waivers to implement policy and programmatic innovations that often 

retained the cost- and efficiency-focused emphasis of federal initiatives.   

The policymakers and public managers who crafted these state child welfare innovations 

were influenced by the rise of child welfare privatization as well as private sector and Medicaid 

managed care.  Given the nonprofit sector’s historic and continuing involvement in providing 

services to disadvantaged children and families, it is appropriate that nonprofit organizations 

accepted the charge of implementing many of these initiatives.  Yet it is unfortunate that 

nonprofit social service organizations entered these market-based environments at a time when 

concern was growing that the nonprofit sector had lost its ability to serve high-need communities 

and individuals (Chambre, 1997; Diaz, 2002; Gronbjerg & Paarlberg, 2001; Joassart-Marcelli & 

Wolch, 2003; Kissane & Gingerich, 2004; Markham, Johnson, & Bonjean, 1999).   

This paper used data from an evaluation of a performance-based, managed care initiative 

to test for interorganizational disparities in nonprofit social service provision.  The current study 

drew upon previous research by the authors that determined that the intensity of service 

provision differed between the performance-based, managed care (pilot) and fee-for-service 

(non-pilot) contracting environments.  Children and families served by pilot organizations 

received considerably fewer in-organization non-therapeutic and therapeutic services and fewer 
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community services than children and families in the care of non-pilot organizations (McBeath, 

2006; McBeath & Meezan, in press).   

In order to begin to identify the source(s) of these market-based disparities, this paper 

examined whether different nonprofit organizations provided different amounts of services to 

foster children and families.  Negative binomial regression analyses identified substantial 

interorganizational disparities in the provision of each type of service provision, controlling for 

the characteristics of children, primary caregivers, and caseworkers.  For three of five types of 

service provision (non-therapeutic service provision, phone calls, and referrals for community 

services), children and families from at least six of nine nonprofit organizations received 

significantly different numbers of service contacts.  Furthermore, interorganizational disparities 

in service intensity existed among pilot organizations as well as non-pilot organizations, such 

that children and families from some pilot organizations received services in quantities that were 

no different from those received by non-pilot children and families.   

Study Limitations 

These results should be considered within the context of the limitations of the study.  The 

five measures of service provision, which were counts of the number of contacts or different 

services provided to children and families, were limited in important ways.  While recent studies 

have used count variables to capture the amount and intensity of child welfare service provision 

(Cuellar, Libby, & Snowden, 2001; James, et al., 2004; Unrau & Wells, 2005), count-based 

measures are not able to capture the quality of the services provided.  Additionally, because 

information on the nature of the activities that took place within each service contact was 

unavailable, it was not possible to identify whether similar services were provided in different 

ways or by different people.  Furthermore, because these service measures were additive, it was 
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assumed that individual service contacts were equivalent, although some service contacts might 

have been more critical than others from the perspective of caseworkers and clients.   

Because the research design was quasi-experimental, threats to internal validity existed.  

The inability to collect service data prior to the beginning of the study made it impossible to 

ascertain whether the interorganizational differences in service provision were the result of the 

financial model being used or were similar to the service levels provided by organizations prior 

to the start of the study.  Additionally, comparisons between organizations may have been 

impacted by the fact that they served different populations of children and families; only some of 

these differences may have been captured in the set of variables that were included in 

multivariate analyses.  Because the sample size necessitated the use of parsimonious regression 

models, the omission of some of these client-level covariates in the final regression models 

might have biased the multivariate results.   

In terms of external validity, this study evaluated the effects of performance-based, 

managed care contracting on foster children and families within only one county.  The 

generalizability of these results therefore depends on the extent to which the Wayne County pilot 

initiative is similar to other jurisdictions’ market-based initiatives in terms of financial risk 

structure, service providers, caseworkers, and client population.   

Conclusions and Directions for Future Research 

Despite these limitations, the following conclusions are suggested by the empirical 

results.  First, interorganizational disparities in social service provision exist.  This paper, which 

is the first to estimate the magnitude of interorganizational variation in social service provision, 

joins a small set of studies that have documented interorganizational variation in client outcomes 

in the child welfare sector (Wulczyn, Orlebeke, & Melamid, 2000; Yoo & Brooks, 2005) and the 
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welfare-to-work sector (Barnow, 2000; Bloom, Hill, & Riccio, 2003; Hill, 2006).  While it is 

unclear how widespread interorganizational service disparities are in the social services sector, 

evidence suggests that site-based and regional service disparities are common in health care (Jha, 

Li, Orav, & Epstein, 2005; Lee, Reif, Ritter, Levine, & Horgan, 2001; Wennberg, Fisher, Stukel, 

Skinner, Sharp, & Bronner, 2004).  More generally, these studies question how similar 

organizational practices are within any organizational field.  The identification of 

interorganizational variation in social service provision implies that new institutional theory and 

the institutional isomorphism hypothesis (DiMaggio & Powell, 1983) may be unsuitable for 

explaining nonprofit organizational behavior in market-based contracting environments, since 

neither may afford adequate attention to the prospect of diversity of organizational response to 

exogenous changes in public policies and/or contracting regimes (Davis & Powell, 1992; Scott & 

Davis, 2007).   

This line of reasoning suggests a second and related conclusion: nonprofit organizations 

do not respond uniformly to performance-based, managed care contracting environments.  

Children and families from a few pilot organizations received services in amounts that were 

equivalent to those received by those at some non-pilot organizations.  Not only may significant 

interorganizational differences in the intensity of service provision exist among organizations 

within an institutional environment, but interorganizational disparities in service provision may 

exist even in the absence of performance-based, managed care service disparities.  The focus on 

identifying interorganizational variation across different institutional environments appears to 

hold conceptual promise in that it allows for an examination of how individual service providers 

respond to managed care mandates and other external opportunities and constraints.   
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The finding that interorganizational disparities in social service provision existed where 

performance-based, managed care disparities did not has methodological implications for how 

researchers evaluate the effects of policy or programmatic innovations in multi-site service 

delivery systems.  Grouping organizations into dichotomous categories such as “policy” or “no 

policy” (or “innovation” versus “program as usual”) may mask inter-site variation, since the 

search for central tendency within each category may wash away the effect of outliers.  

Consequently, little attention may be paid to cases that contradict theoretical predictions and that 

are therefore critical to study (King, Keohane, & Verba, 1994).  For example, the finding that 

Pilot Organization 1 provided similar amounts of many types of services, as compared with Non-

Pilot Organization 2 (which generally provided more services than any other organization), is 

important because it contradicts the expectation that providers limit services in managed care 

environments.  Yet the distinctiveness of this case is lost when the coefficient for Pilot 

Organization 1 is combined with the coefficients for the other pilot organizations, which 

generally provided fewer services than Pilot Organization 1.   

The identification of interorganizational service disparities within as well as across 

different contracting regimes suggests that considerable omitted variable bias may exist where 

research designs do not specifically incorporate organizational covariates of service provision.  

Studies of managed care service utilization often rely upon research designs or econometric 

specifications that assign a single coefficient to capture all financial and organizational aspects of 

managed care.  Researchers have suggested, however, that not enough attention has been paid to 

what occurs inside the black box of “managed care” (Fraser, 1997; Miller & Luft, 1997; Simpson 

& Fraser, 1999; Szilagyi, 1998), and that greater efforts should be made to associate variation in 

managed care policies, programmatic events and structures, and client-level behaviors.  Gold 
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(1999) posits that managed care programs may vary along program eligibility policies; the 

organization or structure of managed care, such as case management and carve out provisions; 

enrollment and access procedures; and administrative decision-making and organizational 

adaptation to problems.   

This paper suggests that by focusing upon the organizational context of service provision, 

research may more clearly identify the pathways through which market-based models affect 

nonprofit social service provision.  The finding that children and families served by the majority 

of pilot agencies received significantly fewer services while in foster care bolsters the claim that 

nonprofit organizations are responsive to the fiscal incentives in market-based models 

(Gronbjerg, 2001; Smith, 2002).  According to rational choice-based theories (Agranoff & 

McGuire, 2001b; Cooper & Rebitzer, 2002; Frank, Glazer, & McGuire, 2000; Frank & McGuire, 

1999), the economic incentives built into performance-based and managed care contracts lead 

service providers to limit unnecessary and/or expensive service expenditures.  Thus, in 

performance-based, managed care contracting environments, one would expect to find few 

reductions in less costly services but decreases in more expensive service areas where additional 

investments in technology and labor are necessary.  This prediction is supported by the result that 

many pilot organizations provided relatively few of the services that were the most labor-

intensive for caseworkers to initiate and supervise: non-therapeutic, therapeutic, and community 

services.   

Because it is unclear why some nonprofit organizations provided fewer foster care 

services in the specific performance-based, managed care contracting environment, future 

research unpacking the nonprofit markers would be beneficial.  One possible explanation for 

market-based service disparities is increased efficiency: by individualizing care, nonprofit 
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organizations may reduce services and continue to meet essential client needs.  This paper found 

little support for this argument, since the intensity of service provision was generally unrelated to 

differences in case characteristics.  An alternative explanation is that nonprofit organizations 

seek to maximize profit by limiting service expenditures and reducing services, regardless of 

potential efficiency gains.  Creaming and cherry picking, which apportion the greatest service 

reductions to the neediest clients, are variations upon this latter argument.  These explanations 

share the premise that nonprofit organizations pursue financial incentives strategically.   

Yet the result that some nonprofit organizations in performance-based, managed care 

contracting environments provided no fewer services than those in fee-for-service contracting 

environments implies that nonprofit organizations may not respond to market incentives 

homogeneously.  This finding suggests a more nuanced appreciation for the many ways 

nonprofit organizations may seek to balance their existing obligations to clients and other 

stakeholders with the financial constraints and opportunities that present themselves as these 

organizations move into new market environments.  Even when faced with significant penalties 

or the loss of revenue, some organizations may ignore the immediate financial implications of 

their actions and continue to operate under different goals (Cooper & Rebitzer, 2002; Kreps, 

1997; Pfeffer, 1997; Reinhardt, 1999; Simon, 1985; Simon, 1993).  If organizations adapt to risk 

and reward structures in different ways, then it is possible that market incentives may not be 

solely capable of spurring organizational change in the social services sector.  Therefore, 

research might seek to clarify the factors that influence nonprofit social service organizations to 

respond differently to financial incentives.  These factors may include, hypothetically, nonprofit 

organizations’ degree of financial dependence on the market-based contract; the ability to 
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manage financial risk; organizations’ core identity and values; and the commitment to what is 

considered to be best practice.   

Research is thus needed to identify the optimal design(s) for performance-based contracts 

in different social service environments.  Swiss (2005) proposes that effective performance 

management systems require that managers have access to real-time information on service 

processes and client outcomes as well as the capacity to enact strategic decisions in response to 

new information; and that managers find the specific performance-based incentives realistic and 

appealing.  While no study has examined social service providers’ levels of access to information 

and perception of and capacity to respond to incentives, some evidence suggests that 

performance-based contracts are not always tailored to the needs, interests, and abilities of the 

individual service provider (Heinrich, 2005; Van Slyke, 2007).   

Technical uncertainty may also limit public managers’ ability to design and implement 

effective performance management systems in the social services sector.  Technical uncertainty 

exists where service providers are unable to forecast clients’ needs accurately and/or identify 

which services are essential to improve client outcomes.  With a few exceptions (DePanfilis & 

Dubowitz, 2005; U.S. Department of Health and Human Services, Children’s Bureau, 2003), 

researchers have not yet identified evidence-supported interventions that move different types of 

foster children into appropriate permanent placements in a timely fashion (Hasenfeld, 2005; 

Thomlinson, 2005).  Thus, in child welfare, the relationship between service technology and 

client outcomes may be weak or non-significant (Glisson & Himmergarn, 1998; Meezan & 

McBeath, in press; Roth & Crane-Ross, 2002; Swiss, 2005).  More generally, given the poor 

diagnostic capacity and the small number of commonly used interventions in the social services 

sector (Field, 1996; Wernet, 1999), service providers may be unable to “make services count”—
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that is, to precisely calibrate service provision in response to differential client conditions in 

order to move children and families towards performance targets.   

This line of argument suggests consideration of the effects of interorganizational service 

disparities on client outcomes.  It is important to determine whether service disparities reduce the 

rates at which foster children served by some nonprofit organizations achieve various outcomes.  

The authors are currently examining this question in another manuscript in preparation.   

It is equally important to assess whether interorganizational service disparities leave 

important client needs unmet.  That is, are interorganizational disparities in social service 

provision associated with increased client demand for services, either within a single 

organization or across organizations in a multi-provider service system?  Despite the strong 

emphasis in professional child welfare training on crafting individualized treatment plans, this 

paper finds that few case characteristics shaped service provision to foster children and their 

families in a sustained or coordinated manner.  The intensity of foster care service provision was 

often unresponsive to differences in clients’ conditions upon entry into care, including child race 

and needs and strengths, various types of allegations of maltreatment, and primary caregiver age 

and needs and strengths.  Despite the considerable need for mental health care within the foster 

care population (Farmer, Burns, Chapman, Phillips, Angold, & Costello, 2001; James, 

Landsverk, Slymen, & Leslie, 2004; Snowden, Cuellar, & Libby, 2003), this paper finds that 

foster children received few mental health service contacts while in care.  Furthermore, while 

considerable evidence suggests that foster care populations have significant needs for intensive, 

therapeutic services (Courtney & McMurtry, 2002; U.S. Department of Health and Human 

Services, Children's Bureau, 1997; U.S. General Accounting Office, 1995), the services that 

foster children and families received were overwhelmingly non-therapeutic in nature.  Thus, 
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there was no evidence of a strong, positive relationship between client needs (and other case 

characteristics associated with high levels of need, such as race) and the intensity of service 

provision.   

A social services system that does not distribute services equally or tailor services to 

client needs cannot be deemed to be fair or equitable.  It is important for researchers to assess 

whether service providers are able to meet the traditional public administration standard of 

equitable service provision (Campbell, 1976; Frederickson, 1974; Jennings, 2005; Lucy, Gilbert, 

& Birkhead, 1977; Rich, 1978; Savas, 1978), particularly under market-based contracting 

conditions.  Because poor, minority clients in other market-based service sectors may be less 

likely to receive needed services, it is essential to ensure that social service client populations—

who are disproportionately poor and minority—are not subjected to similar inequities.  In child 

welfare, the involuntary nature of foster placement and foster children’s trauma related to 

experiencing maltreatment strongly oblige public managers to ensure that foster care service 

provision is equitably distributed across publicly-funded service providers and appropriately 

tailored to the needs of children and families.   

It is unclear what public and nonprofit managers can do to decrease interorganizational 

service disparities and improve the correspondence between service provision and client needs.  

The front-line implementation literature would suggest that managers pay greater attention to 

front-line caseworkers, and in particular to how organizational rules, policies, and formal work 

structures influence caseworkers’ task environments and ability to perform key job functions 

(Brodkin, 2007; Meyers, Glaser, & MacDonald, 1998; Riccucci, 2005).  This paper finds that 

caseworker characteristics were not related to the intensity of foster care service provision in any 

clear pattern.  The number of caseworkers serving a case, caseworker experience, and caseload 
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size were related to some but not all of the amounts of various services that foster children and 

families received while in care.  Furthermore, some of these relationships were counterintuitive: 

the number of caseworkers was positively associated with the intensity of non-therapeutic 

service provision; and caseload size was positively related to non-therapeutic service activity and 

referrals for community services.  These results appear to contradict the commonly accepted 

perception that service provision is uniformly and negatively affected by the considerable worker 

turnover, caseloads, inexperience, and insufficient training and supervision that characterize the 

child welfare workforce (Hasenfeld, 2005; Pecora et al., 2003; U.S. General Accounting Office, 

2003).   

Finally, research might directly examine the organizational and network characteristics of 

social service systems whose providers evince varying degrees of equitable service provision.  

Due to the limited number of participating organizations, this study was unable to model the 

effects of specific organizational attributes on service provision to children and families.  As 

researchers increasingly link organizational behavior-focused implementation evaluations with 

client outcome studies (Bloom, Hill, & Riccio, 2003; Glisson, 2007; Hill, 2006), the structural 

and managerial attributes of high-performing and equitable social service organizations may 

become clearer.  Additionally, in social service networks, where managers may struggle to 

ensure coordination (Agranoff & McGuire, 2001a; Graddy & Chen, 2006; Milward & Provan, 

2000; Milward & Provan, 1998; Provan & Milward, 2001; Romzek & Johnston, 2005), 

interorganizational variation in social service provision may be an expected response to large-

scale institutional change.  What are the effects of heterogeneity of organizational response to 

shared exogenous shocks on the diffusion of equitable and effective social service technologies?  

This question pushes the literature on social service networks away from its current focus on 
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network emergence, stability, and evolution, and redirects attention to the original dependent 

variables used in first-generation public network management studies: namely, service provision 

and client outcomes (McGuire & Agranoff, 2007; Provan & Milward, 1995).   

This paper finds no obvious explanations for the considerable interorganizational 

disparities in nonprofit social service provision or for the lack of service tailoring observed in a 

sample of foster children and families served by nonprofit child welfare organizations in Detroit, 

Michigan.  It appears that nonprofit service provision can be very responsive to differences in 

contracting environments, although it is not clear why some organizations are more sensitive 

than others to the financial incentives in the specific performance-based, managed care contract.  

Nonetheless, how contracting regimes are crafted matters; and this perspective suggests that it 

will be important for future research to identify the institutional, organizational, managerial, and 

client conditions under which social service providers serve children and families equitably.   
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Table 1  
Per Child Reimbursement Structure of the Wayne County Foster Care Permanency Pilot 
Initiative 

 Non-Pilot ($) Pilot ($) 
Per-diem rate 18 – 34 13.20 
Payment upon intake into pilot 0 2,210 
Performance Incentives    
Achievement of performance standard 

(either the child’s return home or to a 
relative, or achievement of legal 
guardianship or independent living in 
290 days; or achievement of 
termination of parental rights in 515 
days) 

0 1,900 

Child at home six months after initial 
discharge  

0 1,290 

Child at home 12 months after initial 
discharge 

0 1,600 

Adoption placement made within seven 
months of termination of parental 
rights 

0 1,290 


