Paying
the Price
The social and financial costs
of children’s social care

The Independent Review of Children’s Social Care was announced in January 2021 and will report
in Spring 2022. Josh MacAlister is leading the review which has a wide ranging and ambitious
scope. The review is a chance to look afresh at children’s social care. It will look at issues through
the perspective of children and families throughout their interactions with children’s social care,
from having a social worker knock on the door, through to children being in care and then leaving
care.
In June 2021 the review published the Case for Change which set out early thinking about what
needs to change in the children’s social care system. So far, the chair and review team have heard
directly from over 1,000 people with lived experience of care and a similar number of people who
are part of the children’s social care workforce.

This report was produced by the independent review team. The underpinning analysis was carried out by
Alma Economics. More details can be found in the two technical reports produced by Alma Economics and
published alongside this document: ‘Annual expenditure on children’s social care’ and ‘The social cost of
adverse outcomes of children who need a social worker’.
Alma Economics was selected through a competitive process, in-line with government procurement rules,
to carry out work for the review on the costs associated with the children’s social care system and the cost
effectiveness of the review’s recommendations. The review’s recommendations will be costed by Alma
Economics and published alongside the final report in Spring 2022.

Foreword
The toll of early adversity, loss and trauma is substantial and is borne most acutely over a lifetime by children
who have had experience of children’s social care. This report estimates the hard numbers that can apply to
their experiences.
A review of this kind must be both big hearted and hard headed. Big hearted because deep human
connections are at the centre of every success story in children’s social care. And because we can only
understand the system by hearing the stories of those with lived experience. Remarkable stories of love,
achievement and determination. And harrowing stories of indignity, abandonment and loss. But being bighearted about children’s social care is not enough.
We must be hard headed about the need for change in children’s social care too and that is why we are
publishing this report. Understanding how we spend money in the children’s social care system matters.
Understanding the social cost of adverse outcomes for children who have interacted with children’s social
care matters even more. The research in this report will help the review understand how to make
recommendations that can better allocate resources and invest to avoid such poor lifetime outcomes.
The figures are stark. The social cost for each child that needs a social worker is £14,000 a year and up to
£720,000 over their lifetime. Applying this to all those who have ever needed a social worker as a child who
are alive today is an eye watering £23 billion a year. That’s more than one and a half times the home office
budget.
By highlighting poor outcomes like the increased likelihood to be involved in the criminal justice system or to
experience homelessness, there is a risk of fuelling the assumptions and prejudice that sadly too many have
towards those with a social care experience. This prejudice is felt acutely by care experienced young people
and adults. In this report we have been careful not to stigmatise those with a care experience, for example
by reminding readers that only 1% of children with a social worker commit criminal offences during
childhood, or to suggest that poor outcomes are the consequence of the system responding to earlier
experiences.
This report adds to the unavoidable and urgent case for change. We cannot afford, in financial or moral
terms, to keep on with more of the same. This report should leave us all asking, how can we do better?

Josh MacAlister
Chair, Independent Review of Children’s Social Care

Foreword
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1. Introduction
Children’s social care should better guarantee that children grow up in their families with safety,
stability and love, and where that’s not possible care should provide the same foundations.
Too often this is not the case and the long term social and economic consequences of this failure are not
well enough understood. This report, as part of the work of the Independent Review of Children’s Social
Care in England, helps us better understand the cost of getting it wrong for these children. Here we highlight
two different costs, the first is the annual financial expenditure on the children’s social care system, the
second is the social cost of adverse outcomes.
These two costs are related but highly distinct in specification and methodology. The first calculates how
much is currently spent on children's social care and associated services. This aims to answer the narrow
question of expenditure by national and local government. The second looks at a wider estimate of the social
cost of adverse outcomes for children who need a social worker compared to the general population. This
attempts to capture social costs to all actors in the system, from individuals to national government. As these
two figures refer to different things and there is overlap as some expenditure exists to address adverse
outcomes, these two figures should not be added together.
The underlying analysis for the second cost depends on the availability of evidence; in some instances, there
are robust studies, in others rougher estimations have been made, and in some places there are gaps. We
acknowledge that different numbers may be arrived at using alternative estimates and assumptions.
However, this report has erred on the side of caution so the figures are likely to be an underestimate. We
have used an established methodology, consistent with that used in other studies. While our analysis does
not constitute policy appraisal or evaluation, the assumptions we adopted throughout as well as the overall
approach are consistent with HM Treasury Green Book guidance 1. For more detail on the underlying analysis
and approach, please see the technical reports produced by Alma Economics.
When discussing the social cost of adverse outcomes, we cannot attribute poor outcomes to contact with
the children’s social care system, as it is likely that these children will have experienced adversity before
being referred to children’s social care. This analysis does demonstrate, however, the very significant costs
of lost potential, unfulfilled dreams and shortened lives.
Towards the end of the review, we will be pulling together everything we have heard and read, including
this work, to formulate the review’s recommendations. Alma Economics will support the review team by
doing a cost benefit analysis of our recommendations.

1

To note, as it is not an appraisal or evaluation, the monetised social costs are not subject to discounting. Future analysis for the review carried out by Alma
Economics, which will consider the costs and benefits of recommendations, will be subject to discounting and should not be compared to figures in this report.
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2. Terminology
For the purposes of this report, using the same terminology as the Children in Need Review, we have used
the term ‘children who need a social worker’ to refer to all ‘Children in Need’ using the broadest statutory
definition under the Children Act 1989. This encompasses all children receiving statutory support from local
authority social care including those on a Children in Need Plan, on a Child Protection Plan and Looked After
Children. We are using the term ‘children who need a social worker’ (or ‘children with a social worker’) as
‘Children in Need’ is used to mean either some or all of these groups, and is not widely used beyond this
context, contributing to misunderstanding and lack of recognition. This covers all groups who, beyond any
assessment, are accessing social care support for safeguarding and/or welfare purposes, including disabled
children.
A particularly vulnerable group among children who need a social worker are ‘children looked after’, who we
define as children who have been in the care of their local authority for more than 24 hours.
In March 2020, there were almost 390,000 children who needed a social worker in England, representing
3.2% of all children 2. Among them, there were over 80,000 children looked after.

Figure 1. Number of children with a social worker and children looked after, March 2020

Children who need
a social worker:
389,260 children

Children
looked after:
80,080 children

The following report presents separate findings on the financial expenditure of the current children’s social
care system and the social cost of adverse outcomes.

2
Department of Education, 2020. Characteristics of children in need, Reporting Year 2020 available at: https://explore-educationstatistics.service.gov.uk/find-statistics/characteristics-of-children-in-need/2020
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3. Estimating the spend on the current system
In 2019/20, it is estimated that approximately £13.1 billion was spent to support children and families
through children’s social care and associated services. This consists of £11.8 billion spent directly on the
children’s social care system, and £1.3 billion spent on additional public services provided to children who
need a social worker.

Current annual expenditure
on children’s social care and
associated services

£13.1bn

3.1. Approach to estimating financial spend
To draw conclusions about the funding of children’s social care and its future direction, we first
need to understand how and where resources are currently being spent.
Spending on the current system has been summarised to include children’s social care and the services
which support these children and families. We recognise that elements of current expenditure will be
effective in supporting children and their families, therefore, at this point in the review, we are not drawing
conclusions on parts of the current spend which are too high and need to come down, or are too low and
need to rise.
Expenditure on children’s social care is estimated by combining local and national government spending in
2019/20. Using figures from 2019/20 means that estimates are not being driven by temporary measures in
the context of the COVID-19 pandemic, providing a better representation of long-term public sector
expenditure on children’s social care.
To estimate the financial expenditure, we have considered the direct spend on the children’s social care
system and the indirect spend where it is possible to both demonstrate a disproportionate use and derive
an estimate. This covers: (i) expenditure on services provided by local authorities to children with a social
worker and their families as well as preventative and social care services provided to the wider population;
(ii) legal costs incurred by central and local government to bring a child into care; (iii) expenditure by the
Department for Education on children’s social care; and (iv) other public services which are either targeted
at children with a social worker or children in care, or where these children are disproportionately more likely
to use them when compared to the general population.
These figures are an underestimate as some national expenditure linked to the delivery of the care system,
such as relevant administrative spend at the Department for Education, operational costs at Ofsted, and the
National Panel have not been included. Whilst a proportion of large expenditure on services available to
other children which are used disproportionately have been included in these calculations, other services
provided to children are not. Additionally, wider welfare support provided to the families of the children with
a social worker (e.g. unemployment benefits, housing benefits, etc) are also excluded.
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3.2. Public services included in estimates
Children's social care services are designed to support children with the greatest need. However, there is no
formal definition of the public services that constitute children’s social care due to the variety of the services
provided to these children and the range of their needs and those of their families. In this analysis, estimates
have been split into direct expenditure on the children’s social care system and indirect expenditure on other
public services.
Direct expenditure on the children’s social care system is defined here as: (i) local authority expenditure on
children’s social care, (ii) the legal costs of bringing a child into the care system, and (iii) other expenditure
by the Department for Education on children’s social care 3.
Children who need a social worker are also disproportionately more likely to use other public services
available to a wider cohort of children (e.g. mental health services and the Pupil Premium funding) compared
to the general population. Therefore, additional, indirect expenditure that does not fall within the usual
definition of children’s social care has also been considered.
The following areas of expenditure have been included in these estimates:

Table 1. Expenditure on children’s social care and associated services
Direct or indirect
expenditure

Type of spend

Description of spend

Direct expenditure
on the children’s
social care system

Local authority (LA)
expenditure on
children’s social care

Expenditure on services provided by local authorities
to children with a social worker and their families as
well as preventative and social care services
provided to the wider population.

Legal costs of bringing
a child into care

This includes the legal costs of care proceedings
incurred by central and local government to protect
children who are believed to be at risk.

Department for
Education (DfE)
expenditure on
children’s social care

This includes DfE funding for projects and initiatives
that is not captured in LA expenditure returns, such
as funding the Office of the Children’s Commissioner
and Social Work England.

To note, the expenditure for the Supporting Families will be captured under local authority spend on children’s social
care.
3
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Indirect expenditure
on other public
services

NHS mental health and
physical health services

Due to the high prevalence of conduct disorders,
anxiety, and depression among children with a social
worker and children looked after, these children are
more likely to require additional health support (GP,
mental health support) compared to the general
population. The costs of unplanned hospital
admissions for maltreatment or violence-related
injuries in children are also included.

Criminal justice

Children with a social worker and children looked
after have higher offending rates, resulting in
additional expenditure on police, courts, offender
management teams, and custody. In the estimate,
the annual cost incurred by the criminal justice
system to respond to missing incidents have also
been included.

Educational support

A large proportion of children with a social worker
and children looked after have Special Educational
Needs and Disabilities (SEND) or require additional
learning support. Children looked after and children
who have been adopted from care or have left care
are eligible for the Pupil Premium. The portion of
Pupil Premium and high needs expenditure that
goes to improve the educational achievement of
children with a social worker has also been included.

As discussed, some of this expenditure has also been included in estimates of the cost of adverse outcomes
and there is substantial overlap, therefore the figures in sections 3 and 4 should not be added together.

3.3. Financial expenditure estimates
The estimated direct expenditure on the children’s social care system in 2019/2020 was £11.8 billion, shown
in Table 2. This is made up of £10.5 billion spent by LAs to provide children’s social care services and £1.2
billion spent on care proceedings by central and local government.
In 2019/20, over 50% of the LA expenditure on children’s social care was spent on children looked after and
included expenditure on residential care, fostering services, special guardianship support, leaving care
support services, among others. LAs spent £2.7 billion on safeguarding children, with most of this
expenditure going to direct social work costs and child protection costs. Family support services made up
approximately 13% of the expenditure of LAs in 2019/20. This included both services provided to children
who need a social worker and their families as well as other children and vulnerable families, including
support for disabled children, targeted family support, and universal family support services, among others.
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Table 2. Direct expenditure on the children’s social care system, 2019/20
Category of expenditure
LA expenditure on children’s social care:

Total expenditure
£10.5bn

Children looked after

£5.3bn

Safeguarding children and young people’s services

£2.7bn

Family support services

£1.4bn

Sure Start children’s centres and other spend on children under 5

£560m

Services for young people

£400m

Youth justice

£300m

Legal cost of bringing a child into the care system:

£1.2bn

Central government expenditure

£800m

LAs expenditure

£370m

DfE expenditure on CSC

£135m

Total

£11.8bn

In addition to direct expenditure, we have estimated some of the additional expenditure incurred by central
and local government. The additional public services provided to children who needed a social worker in
2019/20 was approximately £1.3 billion (see Table 3), of which £620 million was spent on children looked
after.
This includes, (i) costs to the NHS of mental and physical health services associated with the additional
needs of children who need a social worker, (ii) criminal justice service expenditure due to higher offending
rate, as well as expenditure on missing children looked after in 2019/20, and (iii) estimates of the amount of
pupil premium and high needs expenditure allocated to support the educational achievements of children
with a social worker and children looked after.
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Table 3. Indirect expenditure on additional services for children who need a social worker and

children looked after, 2019/20

Children who need a social worker
(incl. children looked after)

Children looked
after

£40m

£8m

£295m

£250m

Expenditure due to young offenders

£60m

£15m

Expenditure due to missing incidents

£235m

£235m

£1bn

£360m

Pupil premium

£490m

£260m

High needs expenditure

£510m

£100m

£1.3bn

£620m

Category of expenditure
NHS expenditure on healthcare services
Expenditure on the CJS:

Expenditure on education:

Total

Combining estimates presented in Tables 2 and 3 shows that approximately £13.1 billion was spent to
support children and families who interact with the children’s social care system, of which £11.8 billion was
spent directly on the children social care system, and £1.3 billion was spent on additional public services
provided to children who need a social worker.
The costs considered are not exhaustive as it is hard to draw a line and separate expenditures on children
who need a social worker from those that the central and local government would have incurred anyway.

Estimating the spend on the current system

10

Intergenerational
cycles of care
One third of children in care have a
Estimating the spend on the
current
parent
who system
is a care leaver
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4. Estimating the social cost of adverse outcomes

Lifetime social cost of adverse
outcomes per child who needs
a social worker

£720,000

Annual social cost of adverse
outcomes for children who
have needed a social worker

£23bn

The average lifetime social cost of adverse outcomes per child who needs a social worker is estimated to be
£720,000, for children looked after this increases to £1.2m per child.
The estimated social cost of adverse outcomes for all children with a social worker (currently or in the past)
per year is approximately £23 billion. For children looked after alone, this is estimated to be £9 billion.

5.1. Approach to estimating social costs
Every child is a unique individual and will have their own journey. Whilst lifelong outcomes are not
predetermined, a failure and a lack of care and support in dealing with significant adversity can have
long lasting consequences.

Current evidence points to poorer health, wellbeing, education, employment, and other social outcomes on
average for children who need a social worker. Studies show that children with a social worker and children
looked after are more likely to experience anxiety and depression compared to the general population, and
they are also more likely to experience homelessness as adults, commit crimes, engage in antisocial
behaviour and substance misuse, and in extreme cases, die prematurely. These arise from an increased
likelihood of experiencing a range of disadvantages and challenges. As discussed, poor outcomes for
children cannot be attributed to their interaction with the children’s social care system.
The causes of the adverse outcomes considered are not examined here, and the estimates do not provide
any information on the impact of the social care system or any other social or policy factor. While the costs
are presented in monetary terms, they do not always represent fiscal flows, but rather the social value placed
on these outcomes - estimated through a range of methods.
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The analysis in this report considers average costs, however, it is important to recognise that there is huge
variation across children. For most of the indicators analysed the majority of the cost is associated with a
small number of children. For example, only 1% of children with a social worker commit criminal offences
during childhood.
Costs are estimated for each year of life from birth to 81 years of age (the average life expectancy in the UK)
of the current number of children who need a social worker and children looked after. Estimates and the cost
of services are based on current prices and it is assumed that levels of service provision remain constant. For
more information on the modelling approach, see the accompanying technical report [link].
A review of the academic and grey literature has been undertaken to inform this estimate, considering the
impact on (i) educational outcomes, (ii) labour market outcomes, (iii) mental and physical health, (iv) criminal
behaviour, and (v) homelessness. For more information on the evidence base see the technical report The
social costs associated with these adverse outcomes fall into four broad categories:

Wellbeing impact on children who need a social worker,
due to a decline in their quality of life
Loss in productivity, due to lower levels of income, reduced employment,
increased absenteeism, and early retirement
Cost of public services associated with adverse outcomes,
such as increased use of the NHS and the criminal justice system
Other social costs, such as the societal cost of crime

As there is limited evidence on some adverse outcomes, the figures presented in the analysis below are
underestimates. For example, an absence of robust data means that estimates of the individual and social
cost as children go through Adverse Childhood Experiences and the social costs relating to birth families,
such as the impact of having a child taken into care, are not included.
Whilst there was a rich evidence base on the outcomes of children looked after, the same was not true for
children who need a social worker. Most of the literature that studies children who need a social worker
focuses only on their educational outcomes in school compared to other children. To shed light on the
broader outcomes, wider literature has been considered on children who are victims of abuse or neglect.
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5.2. Adverse outcomes
The following outcomes have been considered in the analysis.

Table 4. Type of social cost and associated adverse outcomes
Type of social costs

Adverse outcomes

Specific cost

Wellbeing impact

Depression and anxiety

Quality adjusted life-years lost 4

Alcohol and drug misuse

Quality adjusted life-years lost

Mortality

Quality adjusted life-years lost

Employment

Foregone employment and earnings

Anxiety and depression

Increased absenteeism and early retirement

Alcohol and drug misuse

Increased absenteeism

Mortality

Foregone employment and earning

Anxiety and depression

Healthcare costs

Alcohol and drug misuse

Healthcare and criminal justice system costs

Conduct disorder

Healthcare and social care costs

Antisocial behaviour

Criminal justice system costs

Offending

Youth criminal justice system costs

Homelessness

Homelessness services, NHS, and criminal
justice system costs

Social care needs

Central and local government expenditure on
children’s social care and education

Cost to the victims of crime

Physical and emotional costs to the victims
of crime

Fear of crime

Quality adjusted life-years lost

Loss in productivity

Cost of public services

Other social costs

5.3. Social cost estimates
The estimated annual social costs per child who needs a social worker and children looked after in childhood
and in adulthood are shown in Table 5.
The highest element of annual social cost incurred during childhood is due to the cost of public services,
especially government expenditure on child social services and education at around £26,900 per child who
needs a social worker, and £70,900 per looked after child. The social cost associated with childhood
wellbeing is an underestimate due to substantial evidence gaps in this area.

4
The Quality Adjusted Life Years (QALYs) approach is used to value health outcomes. The QALY approach weights life years (saved or lost) by the quality of life
experienced in those years. One QALY is equal to 1 year of life in perfect health, and it is valued at £60,000 according to the Green Book.
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In adulthood, the highest contributor to the social cost comes from the wellbeing impact of the adverse
outcomes on children who need a social worker and from a loss in productivity for children looked after.

Table 5. Breakdown of the annual social cost per child who needs a social worker and child looked

after across childhood and adulthood

Children who need a social worker
(incl. children looked after)

Wellbeing impact
Loss in productivity
Cost of public services
Other social costs
Total

Per person
per year
(0 to 18)

Per person

Children
looked after

per year
(19 to 81)

Per person
per year
(0 to 18)

Per person
per year
(19 to 81)

£800

£4,300

£1,200

£4,200

0

£3,100

£0

£4,600

£26,900

£1,600

£70,900

£2,200

£200

£600

£400

£900

£27,900

£9,600

£72,500

£11,900

The lifetime social cost per child (from age 0 to 81) is estimated to be around £720,000 for each child who
needs a social worker. As children looked after deal with even more adversity, their average outcomes are
poorer, the estimated lifetime social cost for these children is estimated to be £1.2 million for each child. The
breakdown of the cost is shown in Table 6.

Table 6. Lifetime social cost per child
Children who need a social worker
(incl. children looked after)

Children
looked after

Wellbeing impact

£280,000

£290,000

Loss in productivity

£200,000

£290,000

Cost of public services

£200,000

£520,000

Other social costs

£40,000

£60,000

£720,000

£1,200,000

Total

From the Children in Need Review, we know that 1 in 10 children (1.6 million) in 2018 needed a social
worker at some point over the previous 6 years. As we don’t know the total number of people alive today
who have needed a social worker, an indicative estimate of the annual social cost of adverse outcomes for
all individuals alive today who currently need or have needed a social worker at some point in their life (Table
7) has been used.
In 2019/20 there were almost 390,000 children who needed a social worker aged 0 to 18 which translates
to an average of 22,000 in each year group. Assuming a constant cohort size, this is multiplied by 81 (i.e.
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the average life expectancy in England) to arrive at the total number of people who have needed a social
worker at some point in their life which is then multiplied by the average annual cost per person. The same
approach is followed to arrive at the annual social cost associated with individuals who are or have been a
child looked after.
The estimated social cost of adverse outcomes for all children with a social worker per year is approximately
£23 billion. Despite only constituting 20% of this group of children, children looked after make up nearly
40% of the total costs at £9 billion.

Table 7. Annual social cost of lifetime adverse outcomes across England
Children who need a social worker
(incl. children looked after)

Children
looked after

£5.8 billion

£1.2 billion

£4 billion

£1.2 billion

£12.5 billion

£6.2 billion

£1 billion

£260 million

£23 billion

£9 billion

Wellbeing impact
Loss in productivity
Cost of public services
Other social costs
Total

5.4. Intergenerational cycles of care
Throughout the review we have heard from birth families about the distress and trauma they experienced
after having a child taken away. We also heard reflections from care experienced adults on the lifelong scars
that resulted from being removed from their families.
Therefore, the wider social cost associated with the intergenerational cycle of care was also considered.
Evidence shows that children of care experienced parents are themselves much more likely to be in the care
system compared to the general population. 5 This creates a cycle of adverse outcomes that too often
impacts the next generation. For illustrative purposes, taking this wider social cost into account for 1
generational cycle increases the annual social cost for children looked after from £9 billion to an even larger
£12 billion (see technical report).

Understanding the impact of bringing a child into care and now seeing the estimated costs above,
demonstrates why these intergenerational cycles of care must be broken.

PWC, 2021. Delivering better outcomes for children in care. Available at: https://www.pwc.co.uk/government-publicsector/assets/documents/investment-of-lifetime-delivering-better-children-care-outcomes.pdf

5
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5. Conclusion

The moral duty to provide better support to children who need a social worker in England has not
been stronger.

The review will result in clear, deliverable recommendations to better guarantee that children can grow in
their families with safety, stability and love and, where this is not possible, that care will provide the same
foundations. As part of this, the review will consider how and where resources should be best spent to
deliver significant and lasting change for children and families.
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