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FIGURE 1: STRUCTURE OF THE ENGLISH FOSTER CARE MARKET

* for England only
**Independent Fostering Agencies
Sources: UK Department of Education, 2014; Candesic analysis
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A looked after child’ (LAC) means a child who is: 
• In the care of a local authority (LA) by reason of a care order,
• Accommodated by the LA in exercise of its social service functions,
• Moved away from home under an emergency protection order, and accommodated by the LA,
• On remand to LA accommodation, under supervision with residence requirements, or arrested and accommodated by the LA.
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Foster care is a situation where: 
• A child is placed into a home with approved foster carers on an emergency, short-term or long-term basis.
• The local authority, or birth parents, have parental responsibility and may be involved in decision making for the child. 
• They may retain on-going contact with the child.
• An allowance is usually paid for the child’s maintenance.
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Dr Joe Taylor considers changes in the UK fostering market 
and opportunities for growth in the independent provider 
segment

Fostering growth

F
or some decades 
fostering has been the 
principal component of 
the care provided for 
‘looked after children’ 
(LACs) in the United 
Kingdom, but the 

market is far from quiescent. 
Legislative reform, squeezed budgets, 

and the increasing complexity of needs 

are all putting pressure on statutory 
providers, which will drive accelerated 
growth for independent fostering 
agencies (IFAs). These trends could result 
in the wholesale privatisation of fostering 
provision in England and Wales. 

Tens of thousands of children are 
cared for in our communities
Whilst we strive for further community-

based provision across health and social 
care, we miss the fact that much of the 
care delivered for children and young 
people is already taking place next door. 

The number of local authority 
children’s homes has diminished 
dramatically since the early 1980s; 
institutional care and support is no 
longer considered an appropriate way to 
look after children.

Candesic

30� HealthInvestor�•�March��2015



fostering

In England alone, nearly 70,000 
children were in the care of their local 
authority during 2014, three-quarters 
in foster placements (figure 1). There is 
now widespread consensus that foster 
placements offer the best value and 
most beneficial environment for many 
children, whether in need of short-term 
care or longer-term placements. 

Adoption remains a challenging 
process and is not suitable for the 
majority of fostered children who will 
be returned to their birth families. 
The demand for foster placements 
will continue to grow as barriers to 
its deployment are minimised and 
social services become more vigilant 
with respect to potential risks around 
children’s home environments.

Independent fostering agencies 
have become an important part of 
the provider mix
IFA activity growth is significantly 
outpacing that of local authority in-
house provision, with expenditure on 
such placements increasing with a CAGR 
of 6.6% since 2009-10 (figure 2). 

Historically, IFAs have been used as a 
second choice option for local authorities 
when they have been unable to place 
children within their own networks 
of foster carers. IFAs have therefore 
been called upon to place children who 
are most difficult to find a suitable 
care environment for – often because 
of complex needs and challenging 
behaviour.

Independent agencies are too often 
met with hostility by local authority 
social workers. They’re considered 
to undermine the work of statutory 
providers – poaching able staff members 
and capturing fostering placements 
that have taken years to equip with 
the skills and understanding required. 
This needs to change and will as local 
authority managers identify themselves 
as commissioners and overseers of the 
best quality care. 

Local authorities have struggled to 
provide the support services needed to 
address the psychiatric and behavioural 
difficulties of many LACs. IFAs, through 
the provision of enhanced services such 

as psychological therapy, educational 
provision, and contact centres, have 
proven able to increase placement 
stability and improve the wellbeing of 
children in greatest need. 

One of the principal challenges to 
continued IFA growth is the structure 
of the market; local authorities are both 
direct competitors to and customers 
of IFAs. Authorities do not take into 
account central costs when recording 
the price of their foster placements, 
making it difficult to fairly compare the 
cost of local authority and IFA fostering 
placements (figure 3). However, when 
the true economic cost of statutory 
placements is considered, local authority 
and IFA costs are similar. Given the 
higher complexity of need in IFA 
placements, they may actually be more 
cost effective. 

Many of the unaccounted costs in 
statutory provision are fixed and as 
the market share of local authorities is 
squeezed, their proportional contribution 
to the cost of each placement is rising. 
Some authorities may determine it’s 
financially more viable to depend upon 

IFAs to deliver foster services, with local 
authorities adopting the healthier role of 
pure service commissioners. 

The fostering market is reaching a 
tipping point and in some regions local 
authority provision may be eliminated 
over the next five years. This change  
has already taken place in parts of 
the USA and in Australia, where 
privatisation of foster care placements is 
now complete.

There is a shortage of foster 
carers, impacting local authority 
providers hardest
Foster families are the most valuable 
resource within networks capable of 
caring for vulnerable children. 

Recruitment of foster carers has long 
been problematic, but experienced and 
well-trained families are now scarcer 
than ever. In a supply-constrained 
market, local authorities are unable 
to match the compensation packages 
offered by the independent sector, 
nor can they provide the much valued 
additional support services on which 
foster carers so often depend. 

FIGURE 2: LOCAL AUTHORITY EXPENDITURE ON FOSTERING 
£MS, ENGLAND
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Finding the right environment for a 
child, and the best fit for a foster family, 
isn’t easy. By ensuring children are cared 
for in an appropriate environment the risk 
of placement breakdown is minimised 
and long-term care can be secured. A 
diverse and available group of potential 
placements is required to ensure children 
can be looked after, often at short notice. 

Local authorities are increasingly 
finding it difficult to establish even 
straightforward fostering placements 
for some children. Whilst currently 
local authorities have a broader pool of 
potential foster placements on which to 
draw, the independent sector is more 
rapidly recruiting and training potential 
carers; IFAs will overtake statutory 
providers over the next three years in the 
core care resource that children depend 
on. It is only with such a large pool 
of potential placements that the right 
care can be found at the right time for 
children. 

The geographical reach of 
independent providers is a key 
differentiator
Unlike so many social service offerings, 

foster care placements outside of the 
source authority are regularly preferred. 
Some children can benefit from being 
separated from disruptive and damaging 
social networks and away from people 
representing risk to their wellbeing. 

Regional commissioning networks 
have been established to generate 
approved provider lists that support 
local authorities in placing children 
‘out of area’. Whilst local authorities 
can and do co-operate in cross-border 
placements, independent agencies with 
a broader geographical reach than 
statutory providers are able to provide 
a more seamless group of options for 
placements beyond the source authority 
of a child. 

Consolidation in the fostering market 
will enable IFAs to offer both the right 
fit for children staying locally and also 
the best options for others who need to 
live further afield. 

Independent providers have not 
always received a fair press
The headline grabbing statistics, 
published by Ofsted at the beginning 
of this year, that IFAs report a 

disproportionate number of absconding 
children do little to bolster the 
reputation of independent provision. A 
more careful consideration of the data 
than that undertaken by the popular 
media reveals a very different story. 

Children are reported missing more 
frequently when placed with IFAs for 
two principal reasons. The first is that 
these LACs enter IFA placements with 
more complex needs than their peers 
in local authority placements. More 
interestingly, IFAs have better reporting 
processes so that even children missing 
for less than a few hours are recorded as 
being ‘absent without leave’ (figure 4). 

It will be important for IFAs to take 
a role in highlighting the value of IFA 
processes, and to support and drive 
improved local authority procedures 
to establish a common framework for 
service comparison. 

The Children & Families Act will 
have a positive impact on the 
fostering market
The Children & Families Act, brought 
into statute over last summer, aims 
to simplify the fostering process. The 
introduction of an eight month time 
limit on the approval of new foster carers 
and a more straightforward process for 
carer reassessment will go some way to 
increasing the number of foster carers 
in the system. However, the legislation’s 
greatest impact is likely to be in relation 
to continuing post-18 foster care. 

People leave care when they’re 18 
years old, which previously meant that 
all support for their foster package 
also ended on this birthday. The new 
legislation provides the option of each 
foster placement remaining in place, 
supported and funded, up until 21 years 
of age. Given that nearly half of children 
in long-term fostering placements have 
historically left their placements at 
18 years old, following an average of 
three years of care, the potential market 
growth opportunity is therefore nearly 
15,000 additional years of foster care 
being delivered per annum. 

It’s still too early to know how many 
placements will continue into adulthood, 
but the direct implications are two-fold. 
Firstly, there will be a reduction in the 
pool of available foster parents, making 
an already challenging environment 
still more so and differentiating those 
providers best able to attract and 

FIGURE 3: THE COST OF CHILDREN’S SERVICES BY PROVIDER 
£MS PER wEEK, 2011-12

* Estimate for England of what a week of foster care in 2009 should cost, inflated using GDP deflator  
** Assumes the cost of fostering by relatives and friends is borne by LAS    

Sources: Unit Costs of Health and Social Care 2012 PSSRU; Update to the Cost of Foster Care 2010 Fostering Network; 
Children Looked After by Local Authorities in England 2012 Department for Education; s251 Budget Outturns Department 
for Education; Candesic analysis       
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retain foster families. Secondly, already 
tightened local authority budgets will 
come under further pressure as the total 
number of people being supported in 
fostering placements rises. 

Nonetheless, there is a robust logic 
to extending the duration of foster 
placements. People leaving the care 
system at 18 often find the process 
of transition challenging, with 
understandable consequences across a 
range of services. People with a history 
of being looked after in care have poorer 
educational outcomes, are more likely 
to come into contact with the criminal 
justice system, and are greater users of 
health and social care services long into 
adulthood. Supporting people in their 
transition out of care during these most 
important of years has the potential to 
deliver savings across public services. 

Replicating the fostering model to 
support adults in the community
Fostering is a cost-effective model, 
well established in the care of children; 
a similar model for adults could do 
much more to bring care back into our 
communities and achieve the goal of 
deinstitutionalising support for the most 
vulnerable in our society. 

Shared Lives is a charitable initiative 
that has achieved great success in placing 
adults, especially those with learning 
disabilities, into families that can offer 
the support and accommodation needed 
to enable their lives in the community 
to be safe and fulfilling. Today there are 
12,000 Shared Lives carers but even this 
number is a drop in the ocean compared 
against the scale of potential need. 

Established IFAs have, so far, taken 
only the first steps on this journey 
to becoming an integral part of 
community care provision for people 
of all ages and those whose needs 
are being met but whose lives remain 
unfulfilled within the traditional care 
sector. With the extension of foster 
placements into people’s early 20’s, 
the benefits of supporting adults using 
comparable models of care will become 
more apparent. IFAs are well placed to 

develop new services for adults, utilising 
their networks of foster cares who may 
wish to continue in a similar role but 
whose age and lifestyle makes the care 
of children no longer suitable. 

IFAs have an opportunity to reposition 
themselves as the collaborative partners 
of local authorities in search of care 
models that can be funded and address 
key trends in care policy. 

Families that support each other, 
not just for the here and now but 
for lifetimes forged through shared 
experiences, will be the system level 
solution to community care. 

Innovation has the potential to 
drive growth in the independent 
fostering market
The fostering landscape is positive for 

private providers, especially those who are 
able to deliver therapeutic models of care 
alongside supportive additional services 
for children and their carers.   

As fostering takes a more central role 
in supporting children’s transition into 
adulthood, the potential for family-
based care to support people in the 
community who need some extra help 
will be highlighted. IFAs are well placed 
to generate new models of community 
support and care that can meet the needs 
of commissioners across health and social 
care services.   

Leveraging the great resource and good-
will present in each of our communities 
can deliver rewards for vulnerable 
individuals whilst establishing the cost-
effective care paradigms of which we are 
in such need. n

Dr Joe Taylor is an engagement manager and education practice lead at 
Candesic, a consultancy working for providers and investors across the health, 
education and social care sectors. Candesic’s team of doctors and social care 
professionals have recently undertaken a review of UK fostering, drawing on 
international examples of best practice and evolving models of care delivery.
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FIGURE 4: REPORTED FIGURES ON CHILDREN THAT wENT 
MISSING
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