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A B S T R A C T   

Most residential children’s social care services in England, including children’s homes, are operated by for-profit 
companies, but the implications of this development are not well understood. This paper aims to address this gap 
by undertaking the first longitudinal and comprehensive evaluation of the associations between for-profit 
outsourcing and quality of service provision among English local authorities and children’s homes. To enable 
investigation of the implications of outsourcing children’s residential social care services, we create and analyse a 
novel and longitudinal dataset covering more than 13,000 children’s home inspections by Ofsted (the inde
pendent regulator of children’s social care in England) over a period of 7 years (2014–2021). We also investigate 
the association between Ofsted local authority (LA) ratings and the reliance of LAs on for-profit and third sector 
outsourcing of children in care placements. Our analysis shows that for-profit providers are statistically signif
icantly more likely to be rated of lower quality than both public and third sector services. For-profit children’s 
homes also violate a greater number of requirements and receive more recommendations compared to other 
ownership types. These findings are robust to model specification and consistent over the full analysed period. At 
LA level, we find provisional evidence that LA Ofsted ratings are negatively correlated with the percentage of for- 
profit outsourcing, suggesting that LAs which outsource a greater amount of their children in care placements 
perform less well than those which do not. These findings are of significant concern given the focus of these 
services on society’s most vulnerable service users. However, caution is needed in terms of regulating the sector 
going forward, as the role of for-profit provision cannot be replaced without substantial coordination and long- 
term planning.   

1. Introduction 

The social care sector in England has adopted a quasi-market 
commissioning structure that promotes and facilitates the outsourcing 
of social care services to private providers. As a direct consequence, 
private providers have become the most prevalent supplier of both 
children’s and adult social care services in England (CQC, 2021; Ofsted, 
2021c). Advocates argue that this commissioning system counteracts the 
inefficiency of state monopolies by allowing open competition in service 
provisions (Besley and Malcomson, 2018). However, the shift towards 
outsourcing social care to private (most of which are for-profit) pro
viders has been accompanied by significant austerity measures (Glasby 
et al., 2020; Webb, 2022; Webb and Bywaters, 2018), raising questions 
around the underlying motive for outsourcing social care provisions. 
Moreover, research analysing performance across different ownership 
types in adult social care suggests that for-profit providers perform less 

well than third sector and public providers (Amirkhanyan et al., 2018; 
Bach-Mortensen and Movsisyan, 2021; Barron and West, 2017; Ben-Ner 
et al., 2018), again questioning the appropriateness of outsourcing social 
care services to the for-profit sector (Ronald et al., 2016). 

Notably, the implications of the outsourcing of children’s social care 
services are poorly understood, even though more than 80% of all 
children’s homes registered with Ofsted (the independent regulator of 
children’s social care in England) are for-profit (Ofsted, 2021a). It is 
known that England’s children’s social care system is in flux and pre
vious research has identified important flaws in the current provision 
and commissioning of these services (Children’s commissioner, 2020; 
LGA, 2021a). For example, it is widely reported that austerity cuts to 
local authorities along with increasing numbers of children, more 
intense care needs for many of those children, and staffing shortages 
have severely compromised the ability of Local Authorities (LAs) to meet 
their sufficiency duty (Department for Education, 2010). As a 
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consequence, many children are placed in less-than-ideal or unregulated 
residential care, often at great distance from home, or left with no care at 
all (Children’s commissioner, 2020; Foster, 2021). 

Due to the lack of available LA and third sector children’s social care 
provision, the reliance on private for-profit providers has become inte
gral for the children’s social care market to function, and there may thus 
be serious risks involved in disturbing this status quo (CMA, 2022a). 
However, given the dominant role of the for-profit and private-equity 
companies in children’s social care (LGA, 2021a; Rome, 2020), it is 
important to scrutinise their role in terms of the challenges facing the 
sector. Despite this, there has been no robust or longitudinal research 
investigating the implications of the for-profit provision of children’s 
social care in England in terms of Ofsted inspection ratings. This paper 
looks to address this gap by undertaking the first longitudinal and 
comprehensive evaluation of the associations between for-profit sector 
outsourcing and quality of service provision among both LA children’s 
social care services and individual children’s home providers. 

2. Children’s social care in england 

The number of children in care in England has increased by 25% 
since 2010 and is currently (March 2021) at an all-time high of 80,850, 
most of whom (66%) are placed due to abuse or neglect (Department for 
Education, 2021a). In response to this development, the UK government 
recently commissioned an “independent review of children’s social 
care”, and the Competition and Markets Authority (CMA) recently 
published a report on the children’s social care market (CMA, 2022a), in 
order to diagnose the underlying problems facing this sector and to 
formulate recommendations for improvement. 

However, there already exists a large body of academic literature 
investigating the factors influencing this provision. Perhaps the most 
assessed predictors of children’s social care coverage and quality used in 
the English context are deprivation and financing – following the sig
nificant austerity cuts since 2010 (Webb, 2021; Webb and Bywaters, 
2018; Wilkins and Antonopoulou, 2020). The increase in the children in 
care cohort has occurred simultaneously with reductions in absolute 
spending on children’s services over the last decade, which has been 
documented to reduce the ability of LAs to meet the needs of and their 
obligations to the children in care cohort (Webb et al., 2022; Webb, 
2022). 

This development has been shown to have had a disproportionate 
negative influence on highly deprived LAs who experience increasing 
numbers of children in care while offering fewer child welfare and 
protection interventions compared to less deprived LAs (Webb et al., 
2020). The reduced ability of deprived LAs to offer the same level of care 
and protection as less deprived LAs has been coined the inverse inter
vention law (Bywaters et al., 2018). Further, austerity cuts have been 
shown to be significant predictors of worse service quality among both 
providers and LAs. However, the role of outsourcing and provider 
ownership in shaping service outcomes has not been comprehensively 
investigated. 

In this paper, we contribute to the existing research by investigating 
the impact of LA outsourcing and provider ownership by analysing 
Ofsted inspections of LA children’s services and residential children’s 
homes in England. On the children’s home level, we focus on the asso
ciations between provider ownership and Ofsted inspection and regu
lation outcomes (defined in more detail below). For LA children’s social 
care services, we focus on the associations between the percentage of 
outsourced children’s services and Ofsted inspection ratings. 

3. Why outsource social care services? 

Outsourcing is commonly defined as private (third sector and for- 
profit) providers “[…] delivering services to the government or the public 
after a process of competitive tendering.” (Sasse et al., 2019, p 5). It is thus 
distinct from privatisation, in that outsourcing does not involve the sale 

of public assets to private companies. Rather, it is typically understood 
as the process of commissioning public services using a mix of public and 
private providers (Institute for Government, 2020). Outsourcing can 
take many forms depending on, for example, the type of services or 
products being purchased, and whether it involves open competition 
among both public and private providers as opposed to restricting pro
curement to private providers (Domberger and Jensen, 1997). In the 
context of this paper, we define outsourcing as the contracting of chil
dren’s social care services following a competitive tender process open 
to local authority, third sector, and for-profit providers. 

The rationale for outsourcing is simple; the cultivation of competi
tion in the provision of public services will reduce costs and improve 
service quality. However, there are several market conditions that must 
be satisfied to achieve this mechanism in the context of children’s res
idential social care. 

First, commissioners must be able to reliably access, evaluate, and 
monitor information on outcomes relevant to the outsourced service 
(Gash et al., 2013; Le Grand, 1991; Petersen et al., 2019). In competitive 
markets, providers are expected to focus on the outcomes recognised 
and rewarded in the procurement process (Weisbrod, 1989), and it is 
therefore key for service-users that these outcomes adequately represent 
service quality. Second, the person choosing the service, whether it is a 
caseworker or the service-user themselves, must be able and motivated 
to make an informed decision based on the interests of the person 
receiving the service. One of the key arguments made by proponents of 
outsourcing is that it promotes free client choice, which is theorised to 
effectively address poor or ineffective providers by enabling 
service-users to self-select only the best providers. Third, providers must 
be able to easily enter and exit the market to facilitate active competition 
and reduce the risk of monopolies. For informed choice of service-users 
to be meaningful, there must be a sufficient number of adequate pro
viders to select from, and the market must therefore promote and foster 
desirable competition by, among other things, encouraging market entry 
of new providers. 

The promise of reduced costs and improved services makes 
outsourcing an appealing strategy for public agencies to cope with 
reduced funding (Bach-Mortensen and Barlow, 2021; Gingrich, 2011). 
Yet to ensure that these conditions are met, market stewardship, defined 
as “the long-term oversight of market mechanisms, as well as the commis
sioning process” (Gash et al., 2013, p 20), is key. Although the importance 
of market shaping and monitoring is clearly emphasised in the context of 
outsourcing and quasi markets (Le Grand, 1991; Weisbrod, 1989), pre
vious work has found that these conditions are rarely met in the context 
of social care services, primarily due to the lack of available and 
meaningful outcomes from which commissioners can shape contracts 
and monitor services (Gash et al., 2013). 

One of the underlying risks of outsourcing under inadequate market 
stewardship is that the profit motivation driving private providers will 
undermine care quality, which in turn will create equity issues, in which 
low-income or otherwise vulnerable clients will receive lower quality 
services (Harrington et al., 2017; Krachler and Greer, 2015). Specif
ically, this can materialise through ‘parking’ and ‘cream-skimming’ 
behaviour, in which private providers cherry-pick easily served clients 
and ‘park’ complex (i.e., costly) service-users with public or third sector 
services. This strategy is known to have been employed in health care 
(Werbeck et al., 2021), in the selection of school students (Guul et al., 
2021b), by unemployment caseworkers (Guul et al., 2021), and in 
welfare-to-work programmes (Carter and Whitworth, 2015). Beyond the 
obvious equity issues caused by a commissioning structure that rewards 
providers for selecting the least complex service-users, it also risks 
creating misleading market outcomes, in which the providers who 
employ such strategies will appear more effective due to the systematic 
selection of the ‘ideal’ clientele. 

A.M. Bach-Mortensen et al.                                                                                                                                                                                                                   
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4. Market stewardship in children’s social care 

In England, local authorities are responsible for the financing and 
provision of children’s social care services, such as residential children’s 
homes, adoption, and fostering services. In order to assess the ability of 
LAs to effectively shape desirable market outcomes, it is a statutory 
requirement that they provide a sufficiency strategy documenting how 
they plan to engage and shape the local market (Department for Edu
cation, 2010). Indeed, commissioning and market engagement are 
considered key for LAs to achieve sufficiency (ibid) and sufficiency 
strategies are also assessed in Ofsted inspections of LAs (Department for 
Education, 2021b). However, many LAs are unable to suitably accom
modate children in need of care, and Ofsted recently reported that the 
sector is experiencing a “sufficiency crisis” (Ofsted, 2021c). To investi
gate why LAs struggle to meet their sufficiency duty, a 2022 analysis of 
all up-to-date children’s social care sufficiency strategies found that 
commissioning and procurement practices vary widely across English 
LAs (Bach-Mortensen et al., 2022). The analysis found, among other 
things, that most LAs do not have the in-house capacity to meet the 
demand of children in need of care nor the ability to forecast future 
need, which severely restricts their ability to meaningfully engage with 
and commission providers (ibid). In other words, many LAs do not 
appear to have the necessary in-house provision to accommodate chil
dren in care themselves but also do not have the expertise or resources to 
effectively shape external services through commissioning. Many of 
these concerns were echoed in the Competition and Markets (CMA) 
investigation of the children’s social care market, which diagnosed the 
market as ‘dysfunctional’ (CMA, 2022a). Specifically, the report iden
tified a series of market failures, most of which were reported to be 
driven by the inability of LAs to effectively oversee and engage with the 
market in the face of an insufficient supply of appropriate placements 
(CMA, 2022a). 

Further, a 2019 House of Commons select committee concluded that 
UK children’s services are generally underfunded and diagnosed the 
existing procurement system as flawed. To address these concerns, the 
committee suggested that “there should be more monitoring of the impact of 
different placements and the quality of care on children’s outcomes.” 
(Housing Communities and Local Government Committee, 2019). This 
challenge was further highlighted in a 2021 report by the Nuffield Trust 
on the English social care market, which concluded that the “[…] lack of 
data and intelligence about the social care provider market acts as a barrier to 
reform and development at both national and local levels” (Curry and Oung, 
2021, p 23). The lack of reliable information on outcomes within this 
sector is highly problematic, as the success, from a service-user 
perspective, of outsourcing relies heavily on the ability of commis
sioners to contract providers based on aspects relevant to service quality. 
Moreover, the assumption of ‘informed choice’ requires (1) the avail
ability of desirable providers in the market, and (2) the motivation of the 
person choosing the service to act in the best interest of the service-user, 
rather than to reduce costs. Neither of these conditions are clearly met 
within children’s social care due to the scarcity of supply in the sector 
and the challenge for LAs to finance the growing demand for children’s 
social care under budget reductions. 

5. Does outsourcing impact service outcomes? 

Most children’s social care services, including, but not limited to 
residential children’s homes, are operated by for-profit companies 
(Children’s commissioner, 2020). Yet academic research on the quality 
of children’s social care provision often neglects the ownership status of 
the provider. This is a notable research gap considering that the impact 
of outsourcing has been thoroughly investigated in the adult social care 
sector – often with the conclusion that for-profit care homes deliver 
lower quality services than public and third sector providers (Amir
khanyan et al., 2018; Barron and West, 2017; Ben-Ner et al., 2018; 
Comondore et al., 2009). 

In the children’s social care context, most inquiries looking into 
service quality and provider ownership are reported in journalistic in
vestigations or grey-literature reports. For example, a BuzzFeed inves
tigation found that the biggest for-profit children service companies 
were connected to numerous mismanagement incidents and generally 
provided lower quality services compared to other provider types 
(BuzzFeed, 2018). Moreover, a Howard League investigation expressed 
concern about the overreliance on for-profit providers and the pro
curement system through which contracts are allocated in the sector 
(The Howard League, 2019). Similarly, the CMA’s children’s social care 
market report found that private providers of children’s social care 
placements were making higher profits than should be expected in a 
‘functioning’ market (CMA, 2022a). However, the CMA report found no 
evidence of quality differences, as measured by Ofsted inspections, be
tween for-profit (FP) and LA providers (CMA, 2022a). Notably, this 
conclusion contrasts with a sizable literature on adult social care, in 
which FP providers are commonly documented to perform worse than 
public and third sector services. 

The conclusion reached by the CMA regarding ownership variation 
in Ofsted outcomes is problematic for several reasons. First, the sample 
for which these comparisons were developed is unclear. The technical 
appendix reports that the CMA analysed the 15 largest providers of 
children’s homes, fostering services, and unregulated accommodation as 
well as 40 LAs, covering a total of 889 private children’s homes, 237 LA 
children’s homes, and around 50 FP and LA fostering agencies. It is not 
clear why the CMA’s analysis is restricted to this incomplete sample, nor 
what LAs were included (CMA, 2022b). Second, the analysis does not 
distinguish between private for-profit and third sector providers, 
although research often finds different behaviour and statistically sig
nificant variation in quality and performance outcomes for these 
ownership types (Bach-Mortensen and Montgomery, 2019; Bach-
Mortensen and Movsisyan, 2021). Last, the model specifications and 
analyses used to reach their conclusion are not reported, meaning that it 
is not possible to ascertain if and how they have adjusted for relevant 
factors, such as LA and provider characteristics, in assessing the rela
tionship between ownership and quality of care. 

6. Objectives 

To better understand the implications of the outsourcing of chil
dren’s social care services, we created a harmonised longitudinal dataset 
to enable investigation of how outsourcing affects Ofsted inspection 
outcomes among children’s home providers and LAs. 

7. Research design 

7.1. Data 

One of the main barriers to analysing the implications of outsourcing 
of children’s services is the lack of comprehensive data allowing for a 
rigorous and robust analysis. Although Ofsted publicises the outcomes of 
their inspections, their datasets include limited information about the 
providers being inspected and their area of operation. We therefore 
created a comprehensive dataset, which combines Ofsted quality ratings 
at both provider and LA level, area deprivation (measured by the indices 
of multiple deprivation (IMD) indicators by the UK Ministry of Housing, 
Communities and Local Government), population demographics, and 
data on the demand and supply of local authorities (see Table A1 in the 
online supplementary material for a list of data sources). Our analysis of 
provider inspections spans 2014–2021, which are the years that data on 
Ofsted inspection outcomes is publicly available. Our analysis of LA 
inspection results uses the most recent inspection outcomes in the 
2016–2021 period. 

A.M. Bach-Mortensen et al.                                                                                                                                                                                                                   
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8. Measuring quality and outsourcing 

8.1. Ofsted ratings 

A key barrier to robustly evaluating the quality of children’s social 
care is the lack of reliable and available quality outcomes. The most 
employed outcomes to assess quality in the sector are Ofsted ratings of 
providers and LAs. The four scale ratings (“inadequate”, “requires 
improvement to be good”, “good”, and “outstanding”) of the multiple 
inspection domains published by Ofsted are imperfect measures of 
quality and were designed to capture aspects primarily related to safe
guarding and regulation adherence. Importantly, it is well understood 
within the sector and by Ofsted themselves that these ratings are not 
designed to capture long-term outcomes among children in care. Despite 
this, the lack of alternative outcomes means that Ofsted ratings are often 
used to inform and shape commissioning decisions, and most commis
sioning frameworks only allow providers with a “good” or “outstanding” 
rating to join. Because of the importance of attaining Ofsted ratings 
above a certain threshold (usually “good” or “outstanding”), providers 
have been known to ‘game’ inspections by, for example, being strategic 
in their selection of children due to the common (albeit challenged) 
belief that “complex” children negatively affect Ofsted ratings (Ofsted, 
2021b). Indeed, research has investigated how the prospect of an Ofsted 
inspection can influence behaviour in children’s social care and other 
service areas (Hood et al., 2016; Hood and Goldacre, 2021; Toffolutti 
et al., 2017). For example, Hood and Goldacre (2021) find clear in
creases in the number of children in care, children’s social care 
spending, and the use of agency workers among LAs in the year of an 
Ofsted inspection. 

We supplement our analysis of Ofsted ratings with the number and 
specific types of recommendations and requirements received by pro
viders during these inspections. These outcomes capture a more direct 
assessment of adherence to best practices and regulations. Furthermore, 
it allows us to unpack which specific requirements and recommenda
tions best explain Ofsted quality outcomes and whether this differs be
tween for-profit and public providers. 

8.2. Measuring outsourcing 

There are multiple ways of quantifying outsourcing of children’s 
social care services by LAs. In this paper, we use data from the children 
looked after return (SSDA903), which collects the percentage of children 
in care placed with for-profit and third sector providers at LA level. This 
is arguably the most direct estimate of outsourcing, in that it represents 
the full extent of outsourced placements, except for children placed with 
adoption and parents (Department for Education, 2021c). The exact 
definition of a private and third sector placement from the children 
looked after return data (SSDA903) can be found in the online supple
mentary material. 

9. Statistical analysis 

To assess the relationship between provider ownership status and 
service quality, we conducted longitudinal analysis of key outcomes 
from Ofsted inspections on all registered children’s social care providers 
from 2014 to 2021. We used repeat ordinal logistic models with random 
effects for individual providers and fixed effects for the year of inspec
tion. This allowed the time invariant ownership status of providers to be 
regressed against the ordinal four scale measure from Ofsted inspections 
while accounting for bias induced by the repeated observations of the 
same providers (Tutz and Hennevogl, 1996). Ordinal logistic regressions 
treat the outcome as an ordinal (rather than a linear) variable. There
fore, the regressions compare the likelihood of being rated in higher 
categories without treating the distance between each threshold as 
equidistant. We also interacted ownership status with the age of the 
provider, the size of the provider, and the size of the chain of which the 

provider is a member. We clustered our standard errors at the provider 
level. 

We analysed the violated requirements and received recommenda
tions in several ways. First, we ran a logistic regression with provider 
random effects and year fixed effects to see whether ownership status is 
associated with the presence of at least one recommendation or 
requirement. Second, we treated the number of recommendations and 
requirements as a continuous variable to see whether the quantity of 
these is associated with ownership status. Finally, we disaggregated the 
‘requirements’ codes to see whether the specific violated requirements 
and received recommendations differ between public, third sector, and 
FP providers. 

We also analysed the associations between both for-profit and third 
sector outsourcing and Ofsted inspections of LAs. Specifically, we ran 
partial proportional odds regressions to analyse the association between 
Ofsted ratings of the LAs and the percentage of children placed in the 
private FP sector. We controlled for multiple potential confounders, 
including population size, area deprivation, and children in care 
characteristics. 

9.1. Sensitivity checks 

Ordinal logistic models rely on the proportional odds assumption – i. 
e., that the scaled thresholds of the ordinal response variable (Ofsted 
provider and LA ratings) are uniform across the explanatory variables in 
a model (Peterson and Harrell, 1990). Effectively this means assuming 
that the coefficients are constant for all levels of Ofsted ratings, 
including from ‘Inadequate’ to ‘Requires improvement’, from ‘Requires 
improvement’ to ‘Good’, and from ‘Good’ to ‘Outstanding’. To test 
whether our provider and LA-level results are robust to this assumption, 
we ran partial proportional odds models, relaxing the threshold as
sumptions according to the nominal or scale effects identified in the data 
(Christensen, 2018) (see Tables A2-A4 for the provider results and A14 
for the LA results). 

We ran a falsification test to see whether our LA level findings are the 
same for outsourcing to third sector providers – testing whether it is the 
‘for-profit’ status or the ‘independent’ status that is driving our results 
(see Table A15 in the online supplementary material). 

We ran our models with several alternative specifications, and we 
produced a specification curve for our local authority models to test 
whether the inclusion of any possible combination of our covariates 
impacted our main findings (see Figure A12 in the online supplementary 
material). 

The statistical syntax for this paper was written in RMarkdown and is 
available along with the replication materials at https://github.co 
m/BenGoodair/Outsourcing_childrens_social_care. 

10. Results 

10.1. Descriptive results 

Table 1 displays the summary statistics of our main provider vari
ables. Most of the observations over the observed period (2014–2021) 
are FP services (73.3%), followed by LA (19.3%) and third sector (7.4%) 
providers. On average, FP providers are less likely to receive an 
‘Outstanding’ Ofsted rating, but more likely to be rated as ‘Requires 
improvement’ or below compared to LA and third sector services. In 
terms of provider characteristics, FP providers tend to have fewer 
registered places and to have been registered for less time than LA and 
third sector services. 

Fig. 1 shows the ownership distribution of children’s homes over 
time as measured by the cumulative number of Ofsted inspections (A) 
and the registration start date of providers that opened after or have 
remained active by 2019 (B). In short, the figure displays that the growth 
and market share of FP children’s homes has greatly increased over 
time. 

A.M. Bach-Mortensen et al.                                                                                                                                                                                                                   

https://github.com/BenGoodair/Outsourcing_childrens_social_care
https://github.com/BenGoodair/Outsourcing_childrens_social_care


Social Science & Medicine 313 (2022) 115323

5

11. Provider results 

Table 2 shows the results from the ordinal logistic models with fixed 
effects for year of inspection and random effects for providers (Cumu
lative Link Mixed Models). We find that LA providers are significantly 
more likely to receive better ratings than for-profit providers across all 
Ofsted’s domains. We also find that the odds ratio (OR) of FP providers 
being rated higher in Overall Experiences compared to LA providers is 
0.663 (95% CI = 0.522 to 0.842), which means that FP providers have 
33.7% lower odds than LA providers of being Outstanding, Good or 
Requires Improvement, as opposed to Inadequate. These results are 
robust to model specification, and we present partial proportional odds 
models in the online supplementary material, which relaxes the pro
portional odds assumption (Supplementary material, tables A2-A4). We 
also find comparable results when imputing data for chain size and 
number of places – which is only available for the most recent three 
years of inspections (see table A5 in the Supplementary material). 

We find that third sector ownership is generally associated with 
worse Ofsted ratings relative to LA ownership, although this variation is 
not consistently statistically significant (p < 0.05). For example, we find 
no statistically significant difference between LA and third sector pro
viders for the main ‘Overall experiences’ outcomes. However, third 
sector providers receive worse ratings than LA providers in all specifi
cations (models 3–4) of the ‘Effectiveness of Leadership’ domain and in 
the unadjusted specification (model 5) of the ‘Help and Protection for 

Children’ domain. 
We also find that older providers (based on registration date) tend to 

be rated higher than newer providers across all inspection domains. 
There is a weak interaction effect between age and ownership status, 
suggesting that age has very little bearing on Ofsted rating in LA homes 
but a small positive effect for for-profit and third sector providers. We 
did not identify an interaction effect for chain size and ownership 
(Supplementary material, tables A6-A8). 

To ease the interpretation of the coefficients in Table 2, we transform 
these into predicted probabilities. Fig. 2 displays the predicted proba
bilities calculated from our ordinal logistic model comparing Ofsted 
ratings across for-profit, third sector and LA providers (Table 2. Models 
3,6,9). 

Fig. 2 shows that LA run providers have a 10.6% (95% CI = 8.5%– 
12.8%) predicted probability of being rated ‘Outstanding’ for ‘Overall 
Experience’, which is higher compared to FP provision (7.3% 95% CI =
6.4%–8.3%). Similarly, the predicted probability for LA providers to 
receive a ‘Requires Improvement’ rating for ‘Leadership and Manage
ment’ is 17.5% (95% CI = 14.9%–20.0%), whereas FP providers have a 
considerably higher probability of receiving this rating at 23.7% (95% 
CI = 22.1%–25.4%). All predicted probabilities are presented in 
table A19 in the online supplementary material. 

Table 3 presents our findings comparing the number of violated re
quirements and received recommendations identified in Ofsted in
spections. Models 1 and 2 look at the total number of requirements per 

Table 1 
Descriptive statistics of children’s home outcomes.  

Provider outcomes (2014–2021) 

Variable N Local Authority (N = 2,780) For-profit (N = 10,064) Third sector (N = 938) 

Overall experiences and progress of children and young people 13,452    
Outstanding  578 (21%) 1,272 (13%) 152 (17%) 
Good  1,526 (56%) 5,904 (60%) 547 (61%) 
Requires improvement to be good  461 (17%) 1,928 (20%) 168 (18%) 
Inadequate  153 (5.6%) 718 (7.3%) 45 (4.7%) 

The effectiveness of leaders and managers 13,452    
Outstanding  611 (22%) 1,366 (14%) 161 (18%) 
Good  1,269 (47%) 4,821 (49%) 440 (48%) 
Requires improvement to be good  629 (23%) 2,568 (26%) 235 (26%) 
Inadequate  209 (7.7%) 1,067 (11%) 76 (8.3%) 

How well children and young people are helped and protected 13,452    
Outstanding  512 (19%) 1,125 (11%) 127 (14%) 
Good  1,528 (56%) 5,802 (59%) 533 (58%) 
Requires improvement to be good  526 (19%) 2,184 (22%) 206 (23%) 
Inadequate  152 (5.6%) 711 (7.2%) 46 (5.0%) 

Requirement binary 13,782    
0  1,362 (49%) 4,369 (43%) 453 (47%) 
1  1,418 (51%) 5,695 (57%) 585 (53%) 

Recommendation binary 13,782    
0  1,331 (48%) 4,457 (44%) 409 (44%) 
1  1,449 (52%) 5,607 (56%) 529 (56%) 

Number of Requirements 13,782    
Mean (Median)  1.61 (1.00) 2.02 (1.00) 1.82 (1.00) 
Range (SD)  0.00, 28.00 (2.35) 0.00, 72.00 (2.93) 0.00, 19.00 (2.65) 

Number of Recommendations 13,782    
Mean (Median)  1.70 (1.00) 1.87 (1.00) 2.18 (1.00) 
Range (SD)  0.00, 59.00 (4.11) 0.00, 82.00 (4.33) 0.00, 64.00 (5.43) 

Provider Age (Months) 12,464    
Mean (Median)  173 (206) 122 (106) 164 (127) 
Range (SD)  3, 230 (54) 0, 441 (68) 7, 577 (105) 

Number of Places 11,548    
Mean (Median)  6 (5) 4 (4) 6 (5) 
Range (SD)  1, 21 (3) 1, 31 (2) 1, 58 (4) 

Chain size 7,524    
Mean (Median)  6 (6) 21 (6) 6 (5) 
Range (SD)  1, 17 (4) 1, 153 (41) 1, 18 (5)  
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inspection and show that FP providers violate 0.380 (95% CI = 0.186 to 
0.575) more legal requirements than LA-run providers, on average. We 
find no statistically significant (p < 0.05) difference between LA and 
third sector providers. 

Models 3 and 4 find that for-profit homes are more likely to have 
violated at least one requirement than LA-run homes. When transformed 
into odds ratios, we estimate that for-profit providers have 1.44 times 
(95% CI = 1.15 to 1.81) the odds of violating a legal requirement than 
LA run providers. The difference between third sector and LA providers 
for both types of outcomes is not statistically significant. 

Table 3 also presents our findings for the recommendations received 
by children’s homes (models 5–8). On average, for-profit homes receive 
0.391 (95% CI = 0.242 to 0.540) more recommendations compared to 
LA providers. However, unlike the requirements, third sector homes 

receive on average 0.382 (95% CI = 0.141 to 0.642) more recommen
dations than LA providers. Third sector and for-profit providers are both 
more likely to receive at least one recommendation than LA-run 
providers. 

We also analysed if certain recommendations and requirements are 
more common in public, for-profit or third sector providers. The most 
frequently violated codes amongst all children’s homes were: “12: The 
protection of children standard", “13: The leadership and management 
standard", “14: The care planning standard", “16: Statement of purpose", 
“32: Fitness of workers", “33: Employment of staff", “35: Behaviour 
management policies and records", “36: Children’s case records", “45: 
Review of quality of care". Figure A9 in the online supplementary ma
terial displays the proportion of the ten most frequently violated re
quirements across ownership. To understand whether there are 

Fig. 1. Ownership distribution of children’s homes over time. No Ofsted inspections were undertaken during the period denoted by the shaded area in section A. 
Data on registration start date was first made available in 2019, meaning that section B only refers to providers that opened after or were still active in 2019. 

Table 2 
Associations between children’s home Ofsted ratings and ownership status.   

Overall Experiences Effectiveness of Leadership Help and Protection for Children 

(1) (2) (3) (4) (5) (6) 

For-Profit [ref: LA] 0.561*** 
(0.086) 

0.663*** 
(0.122) 

0.581*** 
(0.078) 

0.647*** 
(0.108) 

0.611*** 
(0.078) 

0.723** 
(0.109) 

Third Sector [ref: LA] 0.807 
(0.148) 

0.717+
(0.194) 

0.760* 
(0.134) 

0.690* 
(0.175) 

0.739* 
(0.135) 

0.770 
(0.177) 

Age (Months)  1.003*** 
(0.001)  

1.003*** 
(0.001)  

1.003*** 
(0.001) 

Chain size (n)  1.000 
(0.001)  

1.001 
(0.001)  

1.001 
(0.001) 

Places (n)  1.000 
(0.018)  

0.996 
(0.016)  

0.986 
(0.016) 

Observations 13,452 7,410 13,452 7,410 13,452 7,410 
Provider Random Effects Yes Yes Yes Yes Yes Yes 
Time Fixed Effects Yes Yes Yes Yes Yes Yes 
Clustered Standard Errors Yes Yes Yes Yes Yes Yes 

AIC 27121.8 14740.7 30966.8 17073.2 27785.3 15087.2 
BIC 27219.4 14830.5 31064.4 17163.0 27882.9 15177.0 
RMSE 2.40 2.37 2.41 2.40 2.38 2.35 

+p < 0.1, *p < 0.05, **p < 0.01, ***p < 0.001. 
All coefficients are displayed in odds ratios. Data on the company which owns the provider, and the number of places is only available after 2018 so models 2, 4, and 6 
have fewer observations. 
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Fig. 2. Predicted probabilities of children’s homes achieving each Ofsted rating by ownership status.  
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significant differences in the violated requirement codes in the different 
sectors, we run a multinomial logit regression on these 10 requirement 
codes. Table A10 in the online supplementary material shows that for- 
profit and third sector homes are more likely to violate the ‘fitness of 
workers’ requirement and less likely to violate the ‘review of quality of 
care’ requirement - relative to a reference category of ‘quality of care’. 
Most of the requirement codes have no significant differences. 

12. Local authority ofsted ratings and outsourcing 

Local Authorities are assessed separately by Ofsted, typically every 
1–4 years, based on how well they are running and overseeing the 
provision of children’s social care services. Because of the sporadic and 
sparse inspections, we have data on the most recent inspection outcome 
which ranges from 2016 to 2021. We matched each year with the levels 
of outsourcing at the point data was collected in that calendar year. 

Table 4 presents the results of our LA analysis with fixed effects at the 
regional level. We find that for-profit outsourcing of children’s social 
care placements is associated with worse Ofsted ratings across all in
spection domains. When interpreting these results, it is important to 
note that most of the LA Ofsted domains relate to a broader range of 
services, including child protection services, referral and assessment, 
and non-statutory Early Help, than is covered in our outsourcing mea
sure, which is specific to children in care placements. The domain closest 
to our outsourcing indicator is ‘Experiences and progress of children in 
care and care leavers’ (models 7 and 8). 

These results are robust to multiple model specifications and remain 
similar when relaxing the proportional odds assumption (see 
Tables A12-A14 in the online supplementary material). The association 
between third sector outsourcing and Ofsted LA ratings is not statisti
cally significant for any of the Ofsted inspection domains (see Table A15 
in the online material) . 

Table 3 
Violated Ofsted requirements and received recommendations by ownership status.   

Number of Requirements Requirement Binary Number of Recommendations Recommendation Binary 

linear mixed-effects generalized linear mixed-effects linear mixed-effects generalized linear mixed-effects 

(1) (2) (3) (4) (5) (6) (7) (8) 

For-Profit [Local Authority] 0.379*** 
(0.073) 

0.380*** 
(0.099) 

1.338*** 
(0.099) 

1.442** 
(0.166) 

0.203. 
(0.111) 

0.391*** 
(0.076) 

1.136. 
(0.075) 

1.529*** 
(0.001) 

Third Sector [Local Authority] 0.192 
(0.127) 

0.270+
(0.161) 

0.934 
(0.119) 

1.069 
(0.199) 

0.413* 
(0.194) 

0.382** 
(0.123) 

1.147 
(0.133) 

1.455*** 
(0.001) 

Age (months)  − 0.002*** 
(0.001)  

0.999* 
(0.001)  

0.001*** 
(0.0004)  

1.001*** 
(0.0002) 

Chain size  − 0.003** 
(0.001)  

0.999 
(0.001)  

− 0.001+
(0.001)  

0.997*** 
(0.0004) 

Places (n)  0.054*** 
(0.015)  

1.019 
(0.018)  

0.024* 
(0.012)  

1.023*** 
(0.0005) 

Observations 13,782 7,410 13,782 7,410 13,782 7,410 13,782 7,410 
Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 
Provider Random Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Log Likelihood − 32,603.930 − 17,107.440 − 6,552.483 − 3,785.300 − 39,210.630 − 15,760.940 − 6,827.673 − 4,044.506 
Akaike Inf. Crit. 65,231.860 34,238.870 13,126.970 7,592.601 78,445.250 31,545.880 13,677.350 8,111.012 
Bayesian Inf. Crit. 65,322.230 34,321.800 13,209.810 7,668.617 78,535.630 31,628.800 13,760.190 8,187.029 

+p < 0.1, *p < 0.05, **p < 0.01, ***p < 0.001. 
Data on the company which owns the provider, and the number of places is only available after 2018 so models 2, 4, 6 and 8 have fewer observations. 

Table 4 
Associations between outsourcing and local authority ofsted ratings.   

Overall Effectiveness Impact of Leaders Experiences of children 
who need help and protection 

Experiences and progress of children 
in care and care leavers 

(1) (2) (3) (4) (5) (6) (7) (8) 

For-profit Outsourcing (%) .956** 
(.016) 

.953* 
(.019) 

.961* 
(.015) 

.956** 
(.015) 

.952** 
(.018) 

.959 
(.024) 

.96* 
(.019) 

.957* 
(.02) 

IMD Extent (%)  .984 
(.008)  

.988 
(.009)  

.966** 
(.011)  

.989 
(.008) 

Under 18 population (%)  .801* 
(.08)  

.804* 
(.08)  

.886 
(.095)  

.863 
(.099) 

CIC ethnicity (% White)  .883* 
(.05)  

.888* 
(.052)  

.856** 
(.046)  

.881** 
(.038) 

CiC sex (% Female)  .989 
(.015)  

.983 
(.013)  

.993 
(.018)  

1.003 
(.019) 

Total children in care (N)  .971 
(.034)  

.998 
(.038)  

.976 
(.037)  

.949 
(.056) 

Regional Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 
Observations 147 144 147 144 147 144 147 144 

+p < 0.1, *p < 0.05, **p < 0.01, ***p < 0.001. 
All coefficients are displayed in odds ratios. 
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13. Discussion 

Outsourcing and for-profit provision have become a dominant 
practice in the children’s residential social care sector in England, but 
there is a critical absence of evidence on the impact this has had on the 
quality of these services and on the experience of children in care. In this 
paper, we have analysed whether outsourcing and for-profit ownership 
are systematically associated with lower quality services (as measured 
by Ofsted’s inspection ratings, received recommendations, and regula
tory actions) among children’s home providers and LAs. Using a novel 
and longitudinal dataset, we show that for-profit children’s homes are 
statistically significantly more likely to be rated of lower quality than 
both LA and third sector services. FP services also receive a greater 
number of recommendations and violate more requirements compared 
to LA ownership. Third sector services perform worse than LA provision 
in most of our investigated outcomes, but these associations are 
considerably less consistent compared to FP ownership. Our presented 
findings are robust to model specification and consistent over the full 
analysed period. At LA level, we find provisional evidence that LA Ofsted 
ratings are negatively correlated with the percentage of for-profit 
outsourcing, meaning that LAs which outsource a greater amount of 
their children in care placements perform less well than those which do 
not. 

This study is the first focused and longitudinal analysis of the impact 
of outsourcing children’s residential social care services in England, and 
our findings are generally in line with the existing research on the adult 
residential care sector, which tends to identify worse outcomes for FP 
providers. Furthermore, the potential of outsourcing to influence 
commissioning outcomes is not well understood, and by analysing 
variation in Ofsted inspections of LAs, we have provided provisional 
evidence that outsourcing may not only influence variation at the pro
vider level, but also at the level of the commissioner. 

These findings may reflect the consequences of not achieving effec
tive market stewardship of children’s residential social care. In England, 
children’s social care placements are commissioned and overseen by 
LAs, who are central in shaping and overseeing service outcomes. Their 
ability to do this effectively was recently drawn into question by an 
analysis of English sufficiency strategies, which found that many LAs 
report not having the required capacity and in-house expertise to shape 
external service provision, and are, in turn, often unable to place chil
dren locally and in accordance with their need (Bach-Mortensen et al., 
2022). 

In the absence of reliable and monitorable service outcomes, the lack 
of coordination among commissioners and in-house service capacity 
create a near ideal environment for inverse incentives, which gives 
private providers substantial leverage in selecting what children to 
accommodate, where to set up services, and in determining service 
costs. This market structure is likely to remain unchallenged if LAs are 
unable to compete with private providers while also lacking the infra
structure and coordination to shape external service provision and pri
ces. This may be a missed opportunity, in that the market is technically a 
monopsony (a market with only one purchaser), meaning that LAs, in 
theory, have the leverage necessary to shape and dictate market con
ditions. However, this requires significant coordination among LAs, 
which is not currently being achieved (Bach-Mortensen et al., 2022; 
CMA, 2022a). 

These findings have significant implications in terms of current de
bates about the children’s social care sector in England. In March 2022, 
the CMA released their final ‘Children’s social care market study’ report, 
which concluded, among other things, that “[…] the evidence from reg
ulatory inspections gives us no reason to believe that private provision is of 
lower quality, on average, than local authority provision.” (CMA, 2022a, p 
10–11). In England the question of whether and how to regulate 
for-profit ownership in children’s social care is currently under fierce 
debate. Significant professional and membership associations, such as 
the Association of Directors of Children’s Services (ADCS) and the Local 

Government Association (LGA) have called for more aggressive regula
tion of for-profit provision of children’s social care (Community Care, 
2021; LGA, 2021b). Proponents of for-profit children’s care providers, 
such as the Independent Children’s Home Association (ICHA), however, 
have argued that the sector cannot function without the continued 
involvement of for-profit providers and that there is no significant 
quality variation across different ownership types (ICHA, 2022). 

Given the significant level of for-profit provision in the residential 
children’s sector, restricting the already scarce supply by banning or 
otherwise limiting the role of for-profit providers, could entail serious 
risks. Many children are currently accommodated by for-profit pro
viders, and there are not sufficient LA services to replace them. Indeed, 
the very austerity that was justified through outsourcing of services 
severely limits LAs’ ability to replace these services. At the same time, 
there are efforts being undertaken in the UK to reduce the reliance on FP 
providers. For example, the Scottish Independent Review of Children’s 
Social Care in Scotland (the Promise) recommended a ban on the for- 
profit provision of children’s social care (The Care Review Scotland, 
2020), and both the Welsh and Scottish governments are planning to 
“[…] move away from the model of for-profit provision in children’s social 
care.” (CMA, 2022a, p 16). The CMA itself remains neutral to the 
question of regulating ownership in England due to the potential 
negative impact this might have on the ability to accommodate children 
in care. Because of the insufficient supply of children’s social care 
placements, the CMA cautions against reducing the incentives for pro
viders to enter and operate in the sector and suggests that efforts should 
instead be focused at improving the capacity of LA commissioners to 
engage with providers more effectively (ibid). 

Due to the fragility of the children’s social care sector, our findings 
should not be interpreted as evidence suggesting that overall service 
quality will naturally improve by banning or restricting FP provision. 
While our findings cannot in isolation be used to identify ways in which 
to address and regulate this inefficiency, it is important that debates on 
the appropriateness and impact of outsourcing are based on compre
hensive evidence and analysis. The findings of this study suggest that 
more research is needed on the commissioning of children’s social care 
services. Little is currently known about how commissioning success, for 
example in terms of placement locality and long-term placement out
comes, is explained by LA characteristics and the types of providers 
delivering the service. Understanding the connection between 
commissioning activities and LA characteristics, and how these predict 
service outcomes is likely to inform how to best drive improvements in 
the sector and thus warrants further analysis. Similarly, partisan politics 
matter in terms of how markets are shaped (Gingrich, 2011), and pre
vious research in England identified that social care outsourcing is less 
prominent in Labour-controlled LAs (Alonso and Andrews, 2020). The 
role of local politics in shaping commissioning outcomes in children’s 
social care should thus be addressed in future research. Last, recruitment 
and retention of staff is notoriously difficult in both children’s and adult 
social care, and a 2013 Children’s home workforce census documented 
that the average employment conditions, in terms of pay and working 
hours, are worse among FP providers than in LA services (Department 
for Education, 2015). This analysis did not assess variation in employ
ment outcomes, although this is likely to be influenced by outsourcing 
(Petersen et al., 2021), and we are currently working on a focused 
investigation of the children’s social care workforce. 

14. Limitations 

The reliance of this paper on Ofsted inspections, meant that we uti
lised outcomes that focus on regulatory adherence and safeguarding, 
which were not developed to capture long-term improvements for 
children in care. Ofsted inspections are nonetheless the main indicators 
used to assess quality in the sector and to regulate providers. As such, the 
inspections are helpful indicators of regulatory actions in the sector, but 
the extent to which these meaningfully reflect quality of care and 
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improvements among service users is unclear. In future work, we will be 
looking to analyse variation in alternative quality-of-care outcomes, 
such as placement stability. Further, one inherent limitation of 
comparing LA, third sector, and FP providers is the assumption that they 
serve children with similar level and severity of need. Given that for- 
profit providers have been known to selectively serve users that are 
thought to maximise their chance of a favourable inspection rating, this 
assumption may not hold. As such, the gap in quality when considering 
client severity may well be larger than in our estimations. 

15. Conclusion 

Regardless of the validity of the arguments for and against the 
appropriateness of outsourcing, the for-profit sector is, in its current 
form, an inseparable part of the children’s residential social care sector. 
Although this development was implemented based on assumptions 
about market conditions that are rarely met in practice, the for-profit 
sector has nonetheless grown to become the largest form of residential 
children’s social care provision. Our analysis shows that the outsourcing 
of these services has not delivered as promised in terms of securing high 
service quality for children in care. While this is of significant concern 
given the focus of these services on society’s most vulnerable service 
users, caution is needed in terms of regulating the sector going forward. 
Many of the problems faced by LAs are exacerbated by a lack of 
appropriate places, and the role of FP providers cannot be replaced 
without substantial coordination and long-term planning. The results of 
this paper suggest nevertheless that ownership should be considered as 
part of future planning of children’s social care. 
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