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I Introduction

When authorities believe children have been abused or neglected, child protective services (CPS)
may remove them from their home and place them temporarily into substitute care. This practice,
commonly known as foster care placement, involves a difficult tradeoff: protecting children versus
preserving families. This tension has a long history in the US child welfare system. At the turn of
the last century, “orphan trains” transported thousands of neglected children from cities to live and
work on farms. Largely in response, early cash welfare programs, such as Mothers’ Pensions and Aid
to Dependent Children, were implemented with the expressed intent of keeping children with their
biological families (Aizer et al. 2016; Testa and Kelly 2020). The foster care system has changed over
time, but the core debate over protecting children and preserving families remains. Today, foster care
placement is common around the world: 5 percent of US children are placed in foster care at some
point during childhood, and similar rates are found in other countries (Rouland and Vaithianathan
2018; Yi et al. 2020).

Children who spend time in foster care are particularly vulnerable. In comparison to similar
children who did not spend time in foster care, foster children have rates of depression and anxiety
that are seven times higher (Turney and Wildeman 2016) and exhibit worse educational outcomes,
such as lower test scores and graduation rates (Barrat and Berliner 2013). These disadvantages
continue into adulthood. For example, close to 20 percent of the United States prison population
were in foster care as a youth (US Bureau of Justice Statistics 2021). Those who turn 18 in foster
care report 50 percent lower earnings and employment rates that are 20 percentage points lower by
age 26 compared to a sample of young adults with similar levels of education (Okpych and Courtney
2014); as many as one-third experience homelessness (Dworsky et al. 2013).

Economic theory can clarify the determinants of the demand and supply of foster care, including
incentives to provide high-quality care. Econometric analysis can estimate the causal effects of foster
care and related interventions on child wellbeing, and there is a growing body of empirical work on
the topic. Federal and state policies now encourage the evaluation of foster care interventions and
subsidize the implementation of evidence-based programs. These policies, along with increased data
availability and an openness to testing new digital tools, have heightened the demand for rigorous
research in the field.

In this paper, we provide an overview of the foster care system in the US and highlight key
considerations in child welfare policy. We begin by discussing how the system works and show several
prominent trends in foster care placement. We also highlight that states operate their child welfare
systems quite differently, and the conditions states face and approaches they adopt have changed over
time. Given this heterogeneity, we look within states and ask whether foster care placement improves
outcomes for maltreated children.

We then turn to factors influencing the demand and supply of foster care. On the demand side, we
discuss recent drivers of foster care, as well as prevention efforts through in-home family services and

diversion from formal placement to less formal living arrangements with relatives. On the supply side,



we describe the way the supervision of foster care is organized, efforts to increase the recruitment
of foster homes, and the quality of care provided by different forms of foster care placement. We

conclude by highlighting opportunities for future research.

II The Landscape of Child Protection

Modern child welfare in the US began with the establishment of the Children’s Bureau in 1912,
followed by federal funding in the Social Security Act in 1935. Indeed, Title IV of the Social
Security Act is titled “Grants to States for Aid and Services to Needy Families with Children and
for Child-Welfare Services.” A series of federal and state laws addressing child maltreatment have
been enacted since, and the competing goals of family preservation and child protection can be seen
through the combination of federal funding of foster care placements along with cash welfare and
family unification initiatives (see Haskins 2020). Child welfare agencies currently spend over $30
billion each year on child protection, with approximately half of their funding provided by the federal
government. Most recently, the Family First Prevention Services Act of 2019—commonly referred to
as Family First—for the first time allows states to use federal funding on services designed to prevent
foster care placement.

The path of a child into foster care most often starts with a phone call to report suspected child
maltreatment. States typically classify child maltreatment into three categories: neglect, physical
abuse, and sexual abuse. Neglect is the inability of caregivers to supply a child with adequate housing,
food, clothing, or other basic needs; physical abuse is “any nonaccidental physical injury to the child”;
and sexual abuse involves direct sexual contact or exploitation of children (Child Welfare Information
Gateway, 2019b). Roughly 54 percent of initial referrals are deemed to warrant further investigation.
The remaining referrals are screened out because they do not fall under the state-specific definition of
maltreatment, although such definitions often leave room for interpretation (Font and Maguire-Jack
2020).

Certain occupations such as educators, police officers, physicians, and social workers are mandated
by law to report suspected maltreatment to local authorities, though reporting requirements vary
by state. The majority of screened-in reports come from mandated reporters. Educators make up
21 percent of reports, as they are frequently in close proximity with school-aged children and can
observe signs of maltreatment. Law enforcement personnel are second at 19 percent, as they may
request support from CPS when responding to domestic disputes or reports of unsupervised children.
Medical personnel and social workers are also common reporters (at 11 and 10 percent of reports
respectively), as they may observe injuries that raise suspicion or signs of neglect in the home. The
remainder of reports come from relatives, friends, and other miscellaneous sources (US Department of
Health and Human Services 2021).



II.A The Prevalence of Child Maltreatment and Foster Care Placement

In 2019, CPS investigated nearly 3.5 million children for maltreatment (nearly 5 percent of all
children), and classified about 652,000 children as victims (nearly 1 percent of all children, see Table
1).!

Yearly incidence of CPS-reported maltreatment dramatically understates the cumulative rate
of maltreatment experienced by children. Over the course of childhood, a remarkable 37 percent
of all children experience a child welfare investigation, and 12 percent of children are identified as
maltreatment victims, including 18 percent of Black children and 16 percent of Native American
children (Kim et al. 2017; Yi et al. 2020).> These numbers only capture child maltreatment reported
to authorities; self-reported victimization rates in survey data reach as high as 38 percent (Finkelhor
et al. 2015).

Children identified as maltreatment victims typically remain with their family. Many of these
children’s families are provided with services, such as family therapy, parenting programs, or substance
abuse treatment. The remaining maltreatment victims are removed from their families and placed in
foster care.

Table 1 shows that there were over 400,000 children in foster care at the end of 2019, or 0.6
percent of the child population down from 0.7 percent in 2004. The share of children in care has
fluctuated over time, rising from 300,000 in the 1980s to over 550,000 by the early 2000s (Testa and
Kelly 2020). Trends in child maltreatment and foster care placement have been somewhat more stable
from 2004-2019. Panel B of Table 1 shows that the allegations associated with child removals have
shifted substantially toward neglect (64 percent of children in 2019) and away from abuse (17 percent
of children in 2019). Moreover, Wulczyn (2020) documents demographic shifts in the types of children
who are entering foster care, with greater proportions entering as infants and smaller shares from
large urban centers since 2000. As we explain discuss below, there are several potential explanations

for this shift, including the opioid epidemic.

II.B Placement Types and Time Spent in Foster Care

Children who are removed from home can be placed in several different types of foster care.
Placement with an unrelated foster family is most common, comprising about half of children in

foster care at the end of 2019 (Panel C of Table 1). One of the major developments in foster care

ITo characterize foster care practice across states and over time in this paper, we use data from the Adoption
and Foster Care Analysis and Reporting System (AFCARS): https://www.acf.hhs.gov/cb/data-research/
adoption-fostercare/ (US Department of Health and Human Services 2020a). For child maltreatment statistics,
we use the National Child Abuse and Neglect Data System (NCANDS), a centralized system for states to
submit maltreatment reports to the federal government: https://www.acf.hhs.gov/cb/research-data-technology/
reporting-systems/ncands/. In particular, we use NCANDS data that have been processed and combined with
population data from the US Census by the Annie E. Casey Foundation (AECF): https://datacenter.kidscount.org/
(Annie E. Casey Foundation 2022).

2While the lack of comparable data makes it difficult to compare child maltreatment across countries, some evidence
suggests that the United States ranks toward the top of more objective indicators of child maltreatment, such as child
fatality due to intentional injury (OECD 2013, Chart PF1.9.A).
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over the past few decades is the increased use of kinship care, a practice whereby children are placed
with a nearby relative such as a grandparent. As shown in Table 1, the share of foster children in
kinship care was 32 percent at the end of 2019, an increase of 9 percentage points since 2004. Just
over 10 percent of foster children were placed in congregate care settings such as group homes and
institutions, a rate that typically varies from 5 to 20 percent across states. As evidence has mounted
showing poor outcomes for children placed in congregate care, its use has fallen out of favor (Lee et al.
2011). For instance, under Family First, federal funding only covers the first two weeks of placement
into congregate care.

The typical goal for a foster child is a return home, although for some the goal is placement in an
adoptive home. In 2019, 48 percent of all children who exited foster care were reunified with their
families, a 6 percentage-point decrease from 2004 (Panel D of Table 1). The next most common exit
types are adoption (27 percent), living with relatives or guardians (17 percent), and emancipation as
a legal adult (6 percent).?> Adoption in particular has become more common in recent years, following
legislation in the 1990s to incentivize shorter stays (Haskins 2020).

In terms of the foster care experience, among children who entered foster care in 2015, the median
length of stay was 15 months, although some children stay much longer. 10 percent of children
entering in 2015 were still in foster care four years later, but in three states this fraction exceeded
20 percent. With longer stays often comes multiple foster homes, and placement stability is often
considered a quality metric for child welfare systems due to its strong correlation with behavioral
outcomes (Rubin et al., 2004). At the end of the 2019 fiscal year, 35 percent of children in foster care

had lived in three or more different settings.

II.C Racial Disparities in the Child Welfare System

Racial disparities exist at every decision point in the child welfare system, resulting in large
differences in CPS involvement by the time children reach age 18. For instance, Black children are
reported to child protective services more frequently than White children, and reports involving Black
children are more likely to be confirmed as maltreatment (Putnam-Hornstein et al. 2013). Furthermore,
an estimated 10-12 percent of Black children and 11-15 percent of American Indian/Alaska Native
children will experience a foster care placement over the course of their childhood compared to 5
percent of White children (Wildeman and Emanuel 2014). Understanding the causes and consequences
of disparities, and what policies can be enacted to reduce them, is an active area of research (for
overviews, see Barth et al. 2020 and Dettlaff and Boyd 2020).

3The AFCARS data used in Table 1 is not the ideal data set for measuring high frequency entry and exit dynamics.
The underlying state-level data is collected in semi-annual reporting windows, and states report information from a
child’s most recent removal event in a given window.



II.D Heterogeneity across Child Welfare Systems

Child welfare systems are administered at the state or local level, therefore the emphasis on child
protection versus family preservation can fluctuate over time and across jurisdictions. For example,
there are prominent examples of a community experiencing a tragedy, such as a case of severe abuse
or a child fatality, that led to policy changes emphasizing child protection followed by a steep rise
in placement rates. Years later, the higher cost of maintaining a larger share of children in foster
care may be met with reforms to speed reunification and reduce placement rates through family
preservation programs.*

Partially as a result of local policies, foster care placement rates vary substantially across states.
Figure 1la shows the distribution of placement rates across states in 2019, which range from under 3
per 1,000 children in New Jersey, Utah, and Virginia to over 15 per 1,000 children in West Virginia,
Montana, and Alaska. Even within states there have been considerable changes over time. Between
2004 and 2019, the rate per 1,000 of children in foster care nearly doubled in West Virginia (10 to
20.2) and Montana (9.1 to 16.1), but fell substantially in Nebraska (14 to 7.1) and the District of
Columbia (21.6 to 5.2). Such heterogeneity may also reflect demand-side factors, although they are
not well explained by differences in official rates of maltreatment.”

Similarly, while kinship care typically receives priority when placements are considered, states
vary widely in their reliance on kin. Figure 1(b) shows kin placement rates range from less than
10 percent to nearly 50 percent across states. This variation in kinship placement stems in large
part from differences in policy emphasis of recruiting and certifying kin, which mirrors the ongoing
tradeoff between child protection and family preservation. Given the variation in child removal rates
and placement types across child welfare systems, more evidence on the types of interventions that
promote child wellbeing is needed.

For more information on these trends and heterogeneity across states, the Appendix provides
a series of figures. These include trends in child maltreatment, foster care placement, reasons for

placement, and placement types over time and across states.

II.LE Family Preservation vs. Child Protection

When deciding on the stringency of child welfare policy, a central question is whether foster
care placement improves child welfare on the margin. In other words, what is the impact of foster
care placement for a child who was removed under one regime, but would not have been removed

under an alternative regime? Although a well-documented correlation exists between foster care

4The State Child Abuse & Neglect Policies Database (https://www.scanpoliciesdatabase.com/), which provides
detailed state-level information on maltreatment definition and policy context, is a useful resource to understand the
varying policy landscapes.

SReported maltreatment rates explain about 15 to 28 percent of the variation in the percentage of children entering
foster care across states. In a state-level regression of the percentage of children entering foster care in 2019 on the
percentage of children subject to an investigated maltreatment report in 2019, the R-squared is 0.28. Using the
percentage of children confirmed as victims of maltreatment gives an R-squared of 0.15.
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and poor outcomes for children even after controlling for observable differences across cases (see, for
example, Berger et al. 2015), it is challenging to identify causal effects because foster children differ
in unobserved ways from children who were not placed. For example, foster children may have been
more severely abused or neglected.

In the economics literature, the main empirical approach to overcome these confounding factors
has been to consider the quasi-random assignment of child protective investigators to cases. When a
report of maltreatment is made to a local child welfare office, a case worker is sent to investigate the
report and determine if there is sufficient evidence of abuse or neglect. Many localities use a rotation
process to assign cases to investigators working in the same field office to smooth the workload and
often out of concern for fairness. In addition, despite assignment to similar cases, some investigators
are more likely to recommend foster care placement compared to their colleagues. It is therefore
possible that two children with very similar backgrounds will face different likelihoods of placement
by virtue of receiving different (as-if randomly assigned) investigators. Such comparisons offered
by this approach recover the causal effects of foster care for marginal children: those for whom the
investigator assignment matters for the foster care placement decision. As a result, an important
limitation of this approach is that it cannot determine effects for cases when all investigators would
remove the child, nor for cases when no investigator would remove the child. Even so, understanding
outcomes for marginal children provides insight into the effects of more- or less-stringent child welfare
policies.

Doyle (2007a) used this approach to study children placed into foster care in Illinois during the
1990s. The study linked maltreatment and foster care data to state administrative data to measure
a wide range of longer-term outcomes. The sample included children who were receiving welfare
benefits (which facilitated matching across the outcomes) and who were aged 5-15 at the time of
the initial investigation. The results imply large negative effects of foster care placement on the
margin, including substantially lower earnings and large increases in teen motherhood, delinquency,
and unemployment. In later work, Doyle (2008; 2013) shows that foster care placement also increased
the likelihood of both emergency medical care within a year of placement and criminal justice system
involvement in adulthood. In similar work using the investigator strategy in South Carolina, Roberts
(2019) finds that foster care placement roughly doubles the likelihood of juvenile delinquency over the
five years following an investigation (an 11 percentage-point increase).

In contrast, positive effects have been found in other contexts. Gross and Baron (forthcoming)
studied school-aged children in Michigan subject to investigations from 2008 to 2016. The study finds
that removal causes a significant reduction in the likelihood of subsequent maltreatment, as well as
improvements in math test scores and school attendance. In related work, Baron and Gross (2022)
find that removal significantly reduces adult criminality. In South Carolina, Roberts (2019) finds that
foster care placement reduces the likelihood of repeating a grade by 13 percent within three years.

In addition, there is evidence that the effects of foster care placement vary across child subgroups,

with younger children tending to benefit more. Bald et al. (forthcoming) used linked administrative



data from Rhode Island and found a positive impact of removal on measures of school achievement
concentrated among girls removed before age six (they do not find such impacts for boys). Gross and
Baron (forthcoming) also find improved educational outcomes for younger children, while others find
worse outcomes for older children in multiple settings (Doyle 2007a; Doyle 2008; Warburton et al.
2014).

A possible reason for the contrasting findings across states and time periods is their different
institutional contexts, as effects of foster care may vary with the threshold for placement and the
quality of the foster care system. For example, foster care placements in Illinois in the 1990s were
substantially longer and less stable than recent placements in Michigan.

Within a given context, studies have estimated the effects of foster care at different margins
determined by different types of investigators. For example, among a subset of investigators with
relatively low removal rates (more-“lenient” investigators), the marginal child likely has relatively
more severe maltreatment characteristics, as these investigators have a higher threshold before they
recommend placement. Doyle (2007a) finds that the negative effects of foster care in terms of
teen motherhood are larger among children assigned to investigators with low removal rates and,
consequently, marginal cases that have relatively severe maltreatment compared to cases investigated
by higher-removal-rate investigators. Meanwhile, negative effects on labor market outcomes are
found to be similar across investigator types, suggesting that the placement decision resulted in
worse employment outcomes across the severity spectrum. In contrast to Doyle (2007a), Bald et al.
(forthcoming) find evidence of effects on achievement that are especially positive for young girls with
higher unobserved maltreatment. This suggests that young girls with high risk levels experienced the
highest gains.

One potential mechanism for the way CPS involvement affects children is how such involvement
affects their family members, some of whom may be identified as “perpetrators” of maltreatment. CPS
authorities provide a variety of services to families with the goal of preventing the need for removal,
or in cases where removal is unavoidable, to support family reunification and decrease risk levels
(Merritt 2020). Gross and Baron (forthcoming) find that in Michigan, children’s gains from foster
care placement occurred after most were reunified with their birth parents, which is consistent with
the rehabilitation of birth parents while their children were in foster care. Similarly, using data from
Allegheny County, Pennsylvania, Grimon (2021) finds that mothers were substantially more likely to
enter drug treatment and receive mental health services not only at the time of the investigation, but
for many years afterward.

Given the mixed evidence on the effects of placement for different margins and contexts, under-
standing the types of cases and child welfare interventions that promote child wellbeing is an important
area for future research. One way to characterize the sets of issues involved is to focus on the demand

and supply of foster care services.



III Foster Care Demand

Demand for foster care comes from both the extent of child maltreatment in an area and policies
that dictate how CPS responds to it. As shown in Table 1, victimization rates have been relatively
steady over the past twenty years, but the nature of maltreatment has moved away from child abuse
toward child neglect. Partly as a result, the ways in which states respond has changed over time as

well, tending toward policies that aim to prevent the need for foster care.

ITI.A Risk Factors

Poverty is strongly associated with child maltreatment (see Bullinger et al. (forthcoming) for a
survey of the literature). For example, numerous studies have shown that foreclosure, eviction, and
other forms of housing insecurity, as well as food insecurity, increase reported child maltreatment.
Less directly, financial resources can also influence parental stress, which could in turn lead to abuse
or neglect.

Given these associations, efforts to reduce poverty, or ameliorate its effects, can reduce demand
for foster care. Experimental studies of welfare reforms suggest a causal relationship between family
income and child maltreatment (Fein and Lee 2003; Cancian et al. 2013). These studies sometimes
capture multiple policies (for example, changes in benefit levels as well as work incentives) and might
not extend to different contexts. Quasi-experimental analyses of earned income tax credits across
states find higher benefit levels are associated with a reduction in maltreatment rates, particularly for
child neglect (Berger et al. 2017). Other studies find lower rates of maltreatment associated with
investments in the social safety net.

Another leading driver of neglect is parental substance abuse, which has increased substantially
over time as a fraction of maltreatment reports (Table 1). Studies show that the ongoing opioid
epidemic in particular has contributed to child maltreatment and foster care. Although it is challenging
to measure the effects of the opioid epidemic, studies have leveraged changes in the features of the
crisis, such as shocks to illicit drug prices, treatment, or opioid supply, and conclude that the opioid
epidemic has increased foster care caseloads (for example, Hou 2021). Taken together, the evidence
indicates that policies outside of child welfare can influence the extent of child maltreatment and the
demand for foster care.

The way CPS evaluates risk factors can influence demand as well. Historically, CPS has used
relatively rudimentary risk-modeling software to help caseworkers assess the potential harm a child
faces by remaining at home. More recently, data analytics are showing promise in improving risk
stratification, although concerns about accuracy, equity, and fairness are prominent. In Allegheny
County, Pennsylvania, the use of more sophisticated software to predict the likelihood of future
out-of-home placement has been incorporated into the workflow of screening-in alleged maltreatment
for further review. Promisingly, efforts in Douglas County, Colorado to display this kind of risk

information to investigators are being studied with randomized controlled trials (Vaithianathan



2019). As with other diagnostic tools, equity concerns are important to consider. In Allegheny, the
introduction decision support was associated with a reduction in the black-white gap in screen-in
rates—primarily as a result of increasing the percentage of white children that were referred for
investigation (Goldhaber-Fiebert and Prince 2019). Research will be needed to determine not only the
efficacy of these tools, but also the potential existence of biases built into them (Drake et al. 2020).

III.B Family Preservation

Child welfare agencies employ various strategies to reduce the demand for foster care by stabilizing
at-risk families. The 2019 Family First legislation allows states to accept federal funds that were
previously earmarked for foster care services and use them for prevention services. Over time, the
goal is that such funding will become restricted to prevention services that have empirical support
in one of three areas: in-home parent skill-based programs, mental health, and substance abuse.
The Title IV-E Prevention Services Clearinghouse contains a list of approved programs (available at
https://preventionservices.abtsites.com/). States also apply for federal waivers to experiment
with new approaches (James Bell Associates 2019).

Family First calls for each state to submit a five-year plan with proposed interventions for funding
eligibility, which provides a glimpse of the types of programs that are popular to prevent foster care
placement. For example, a common in-home parenting skills intervention is Parents as Teachers, an
education program that aims to increase school readiness and reduce child maltreatment. The Nurse
Family Partnership, a home visiting program that educates and supports new mothers, is common in
part because experimental evidence shows the program results in a reduction of child neglect (Olds et
al. 1997). For the other two categories of interventions, mental health and substance use, there are
several trauma-informed, therapy-based interventions available. A common program is Functional
Family Therapy, which includes weekly therapy sessions to build skills in youth and in the family as a
whole.

A possible concern is that federal funding for family preservation programs could increase the
surveillance of families. Monitoring families whose children remain in the home can induce fear that
their children will be removed (Fong 2020). Increased surveillance may also create challenges for
studies that use maltreatment reports as an outcome by artificially increasing reports. As a result,
evaluations of prevention programs should focus on a wide range of wellbeing measures, including
health, education, and criminal justice involvement outcomes.

A more controversial approach to preventing foster care is known as diversion, in which CPS
encourages the informal placement of children with substitute caregivers, often kin, rather than
entering the formal foster care system (Berrick and Hernandez 2016). Opponents argue that diversion

limits a family’s access to services because non-licensed relatives do not qualify for the same monthly

SThere are ongoing efforts to blind child welfare investigations to race by removing racial indicators and correlates
from investigation reports (Baron et al. 2021). But some caution is warranted in taking this step, because blinding
algorithms to indicators of race may increase inequity (Rambachan et al. 2020).
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payments or family rehabilitation services as licensed foster parents. Advocates of diversion claim
that the practice helps to keep families intact by allowing relatives, who may not meet restrictive
licensing requirements, to care for children. A 2007 survey found that 39 states engaged in diversion
(29 states actively promoted the practice), while 12 states prohibited it (Annie E. Casey Foundation
2013). Recently, Family First provided funding for Kinship Navigator programs, which vary in
implementation but aim to provide a middle ground between diversion and formal placement.
Understanding the effect of diversion can help inform the tradeoff between family preservation and
child protection. Unfortunately, scant evidence exists on the effects of diversion. Chen et al. (2020)
evaluated Safe Families for Children, a program that placed children with foster families supervised
by a nonprofit agency, but without formal placement in the foster care system. Using a randomized
encouragement design across cases, they found this program increased the share of children who had

been returned home at one year, while not leading to greater subsequent reports of abuse.

II1.C Extending Care to Older Ages

One way that demand for foster care can increase is by extending the age of eligibility. Some 20,000
foster youth aged out of foster care in 2019 (AFCARS), and such youth may have few lifelines as they
enter their twenties. Courtney et al. (2020) find that, among “emancipated” former foster youth in
California, one in five previously dropped out of high school, one in four experienced homelessness,
and nearly a third were incarcerated, all by the age of 23. One estimate suggests that the United
States would save over $4 billion in lifetime costs if these youth had outcomes comparable to the
general population (Annie E. Casey Foundation 2019). The Fostering Connections Act of 2008 aimed
to provide additional support for these youth by permitting states to use federal funds for foster youth
beyond age 18.

A small body of descriptive and quasi-experimental research suggests that the push for extended
eligibility provided a wide range of benefits to affected youth. Using nationwide data, Prettyman
(2020) leverages the staggered roll-out of extended foster care across states. Using variation within
states over time, the study finds that extended foster care reduces the likelihood of homelessness
and incarceration, and increases high school graduation and employment. The California Youth
Transitions to Adulthood Study (CalYOUTH) shows similar improvements in outcomes (Courtney et
al. 2018). Increasing demand for foster care services by expanding the eligible population to include

vulnerable youth over the age of 18 appears to have been a wide-ranging policy success.

IV Foster Care Supply

The impacts of foster care also depend on the functioning of the child welfare system on the
supply side. Considerations include the public or private supervision of foster care, ways of recruiting,

licensing, and assigning foster homes, and reliance on different types of foster care.
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IV.A Public and Private Supervision

Once children are placed in foster care, they are supervised by a separate set of case workers who
specialize in recruiting and monitoring foster homes, reunifying families, and finding adoptive homes.
These tasks are often provided by private organizations (such as religious organizations). In the last
few decades, several states have privatized some or all of their child welfare services. States award
contracts to private non-profits and for-profit firms to assume responsibilities such as monitoring the
safety of children in care.

Privatization can come with potential challenges, including stakeholder buy-in and accurate cost
estimates (US Department of Health and Human Services 2007). Hubel et al. (2013) studied Nebraska’s
effort to privatize its child welfare system, which involved replacing the traditional fee-for-service
model with a capitation amount based on an expected cost of service delivery.” The authors find that
initial payment rates were too low, leading to substantial problems — namely, reductions in quality
and availability of services along with a 27 percent increase in costs.

Performance-based contracts in state foster care systems show some promise, however. Such
initiatives often include incentive payments (for instance, linking some portion of provider payment or
future placements to measurable child outcomes). In addition, agency officials and providers review
performance data, discuss client outcomes, and attempt to identify and institutionalize effective
strategies for serving clients. Reilly et al. (2021) find that 25 states currently use performance-based
contracting for at least one child welfare service. Several decades ago in New York, a randomized
evaluation of a family reunification program, administered by private agencies on a capitation basis,
found mixed results (Westat 1998). Although we are not aware of any recent experimental evaluations
of performance-based contracting in the field of foster care, descriptive studies suggest that such
initiatives may be effective. Garstka et al. (2012) report on demonstration projects that implemented
performance-based contracting in Florida, Missouri, and Illinois between 2007 and 2010. They identify
several metrics that improved after implementation, including increased child safety and successful
discharge from care. Similarly, case studies of Tennessee and Rhode Island describe their experiences
with performance-based contracting as successful (Lawler and Foster 2013, Government Performance
Lab 2019).

Regardless of the payment model, a better understanding of heterogeneity in value-added created
by foster care agencies would inform improvements to the system. Quality dimensions are considered at
the state level by federal reviews called Children and Family Services Reviews (CSFRs), which provide
a blueprint for outcomes that might be considered. These include measures of safety (preventing foster
care reentry), permanency (returning children home or providing placement stability), and child and
family wellbeing. The wellbeing measures consider the receipt of needed services, although a wider

set of outcomes could be included, such as educational outcomes and criminal justice involvement.

"Fee-for-service models in child welfare are structured so that the provider receives payments based on the specific
services provided to foster children. A capitation model, in contract, uses cost estimates to provide a fixed payment to
the provider per child served, shifting more of the financial risk onto providers.
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IV.B Foster Home Recruitment

Perhaps the simplest way to affect the supply of foster homes is to recruit more foster homes.
Having a large number of willing foster homes can result in better matching of foster children to homes
(Hansen and Hansen 2006). Modeling match quality using administrative data from Los Angeles,
Robinson-Cortes (2019) shows that enlarging the pool of foster homes available to children would
likely improve child outcomes. Recruiting more foster homes may also reduce the need for congregate
care, which is seen as a last resort for children who cannot or should not be placed in a family setting
(Chapin Hall & Chadwick Center 2016).

The Children’s Bureau recently assessed states on their foster home recruitment practices and
rated 34 states as needing improvement (US Department of Health and Human Services 2020b).
While there is no national dataset that measures foster home capacity, the number of foster homes
available in some states outnumbers the number of foster placements (Wulczyn et al., 2018). This
suggests that there is not a shortage of homes everywhere, although child welfare agencies note that
it can be difficult to find homes for subgroups like older children and children with special needs
(Annie E. Casey Foundation 2018). Agencies often rely on recruitment events at places of worship and
advertising in partnership with other private organizations. Recently, digital and data-driven tools
have been adopted to support recruitment efforts.® A better understanding of the methods available

to modernize foster home recruitment may yield substantial gains in match quality.

IV.C Foster Home Licensure

A key issue that affects the supply of foster homes is the set of requirements to obtain a foster
home license. All states require prospective foster families to undergo criminal background checks, but
important details of licensing vary across states. For instance, Table 2 shows that as of 2018, 9 states
disqualify applicants for any drug-related crime, 14 require citizenship, 18 have minimum square
footage requirements, 18 require training in first aid, and 26 require a non-smoking environment.
Further, foster parents undergo 23 hours of initial training on average, which varies substantially
across states (the standard deviation of initial required training is 8 hours). They also complete 12
hours of annual retraining (with a standard deviation of 4).° For kinship placements, relatives can be
unlicensed in some states as long as basic safety standards, such as passing background checks, are
met.

States do not receive federal subsidies for unlicensed homes, so they have incentives to encourage
licensure. They may also have an incentive to lower licensure requirements, so the US Administration
for Children and Families recently released a set of minimum quality standards for licensing foster

homes, which includes six hours of pre-licensure parenting training, a written evacuation plan in case

8For example, see a description of New York’s recruitment efforts here: https://ocfs.ny.gov/programs/
fostercare/recruitment/.

9 Authors’ calculations (see Table 2 notes). Statistics on references, initial training hours, and annual training hours
could be calculated for 44 states, 42 states, and 42 states, respectively. The remainder of statistics in Table 2 are
derived from Child Welfare Information Gateway (2018) and Child Welfare Information Gateway (2019a).
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of an emergency, and assurance that the foster parents will not smoke in the presence of the child.
Although the recommended standards are not binding, states are required to submit plans with a
discussion of how and why their licensing standards deviate from the national standards (Children’s
Defense Fund 2020).

It is not clear from economic theory how licensing requirements affect the wellbeing of foster
children. On one hand, they establish minimum quality standards for specific aspects of care. On
the other hand, licensing requirements may limit the supply of foster homes, which could increase
placement in congregate care settings and reduce the quality of matches among those placed with
families. In part because of the many requirements, it can take months for homes to obtain a
license. Digital aids to complete and submit paperwork should increase the efficiency of the process.

Regardless, further research on the effects of different licensing requirements is needed.

IV.D Monthly Maintenance Payments

Financial incentives can also affect the number of families willing to take in foster children. Foster
families receive monthly subsidies to support the children staying with them, as well as one-time
payments for specific needs. The average monthly foster care payment was just over $500, which is
twice the amount of the average Temporary Assistance for Needy Families benefit (US GAO 2011).
Payments vary widely across states, as well as by the age of the child, relative status, and other
factors.

In theory, subsidies could act as a price mechanism to clear the market, but in practice, they
reflect rules of thumb tied to the average cost of hosting one child. For instance, foster care subsidies
often do not vary by location within a state or by placement setting, are not adjusted for inflation,
and are revised infrequently (Goldhaber-Fiebert et al. 2014).

Some evidence suggests that these subsidies could be used as a policy lever. Doyle and Peters
(2007) studied foster care supply and demand in the early 1990s. The study estimates that the
monthly subsidy has a supply elasticity of 0.3 in states with low initial subsidy levels. In a related
paper, Doyle (2007b) finds that when Illinois reduced the monthly subsidy to relatives by 30 percent,
relatives were 15 percent less likely to offer care. The finding that foster homes respond to financial
incentives is echoed in work on adoption subsidies, which finds that raising adoption subsidies increase

adoptions relative to long-term foster care (for example, see Brehm (2021) and the references therein).

IV.E Effects of Different Types of Placements

One supply-side policy that can affect child wellbeing is the type of placements that are employed.
Foster care placements can vary in a number of ways: for example, kin or non-kin families, or
residential vs. family care. Non-kin families typically receive more training and vetting, and they are
volunteering their services, which may lead to higher quality care. Meanwhile, kinship foster parents

are typically offered fewer supports from child welfare agencies (Sakai et al. 2011), though kinship
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care may benefit children by retaining family connections. Similarly, residential care may provide
specialized mental or physical health services.

Evidence on the effects of foster placement type is limited, but some quasi-experimental studies
shed light on the relative benefits of placement types. Doyle’s (2007b) examination of the reduction
of monthly payments made to kin found that measures of quality of care, including wellness visits
and placement stability, were not affected. This suggests that marginal kinship providers are similar
to non-kin providers in terms of these quality measures. Hayduk (2017) studied state policy changes
and found that children exposed to laws favoring kinship care experience more stable placements and
shorter foster care episodes, but mental and physical health outcomes appear unaffected in the short

run.

IV.F Independent Living Programs

When children transition out of foster homes or congregate care as young adults, independent
living programs aim to help prepare them for adulthood. All youth ages 14 to 23 currently or formerly
in foster care are eligible for independent living programs (Children’s Defense Fund 2020). Such
programs include assistance in completing a high school diploma or GED, job training, or postsecondary
education. Young adults exiting the foster care system who are at risk of homelessness are also eligible
for housing vouchers provided by the U.S. Department of Housing and Urban Development.

The federal government funded four experimental evaluations as part of the creation of the Chafee
Foster Care Independence program enacted in 1999. Just one out of the four studies found positive
impacts on key indicators of a successful transition to adulthood. The lone success story was from the
Massachusetts Adolescent Outreach Program for Youths in Intensive Foster Care, which paired youths
with a caseworker who met with young people once a week for 16 months to offer individualized
services in areas such as job search. The program improved college enrollment and persistence but
did not have impacts on other outcomes that it sought to influence like employment and housing
(Courtney et al. 2011). More recent evaluations of independent living programs show modest promise

(see, for example, Skemer and Valentine 2016).

V Conclusion

Foster care is a far-reaching intervention in the lives of particularly vulnerable children. With
substantial variation in how child welfare systems use the practice, and emerging evidence of
heterogenous effects across systems, more evidence is needed to inform policy challenges and improve
child and family wellbeing.

On the demand side, a better understanding of the drivers of child maltreatment, and interventions
that ameliorate them, could prevent the need for foster care in the first place. This suggests that
poverty alleviation programs, as well as programs aimed to improve the human capital of parents,

should consider child maltreatment and foster care placement as outcomes in their evaluations. Further,
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targeted family preservation initiatives now receive federal subsidies, and there is an appetite for more
evidence on the effectiveness of such programs. There is also a need for better evidence on diversion
programs that circumvent the formal foster care system, which are not only controversial but also
understudied.

On the supply side, efforts to improve the quality of foster care through modernizing the recruitment
and matching of foster homes are gaining some popularity and are in need of rigorous evaluation. Better
measures of the supply of foster homes and signs of shortages such as placement distance-from-home
and time in emergency shelters would help to evaluate the extent of any shortage problem and to
gauge the effectiveness of efforts to solve it. For example, returns to different forms of targeted
advertising, including appeals to child wellbeing, monthly subsidies, or information about the licensure
process should be estimated to inform future recruitment strategies.

A key question about the best type of placement (non-kin, kin, and congregate care) for different
types of children remains unanswered. For example, children currently residing in congregate care
could have their placements revisited through more-intense case management, to test whether time in
congregate care can be reduced and whether subsequent outcomes improve. In addition, the services
provided to children already in foster care deserve more attention. Counseling, mentorship initiatives,
and jobs programs should all be studied. At the agency level, much more could be learned about the
impacts of private provision of services and performance contracting.

As agencies work to advance equity in child welfare and foster care, studying the effects of programs
and policies are crucial next steps. For example, several jurisdictions have considered removing racial
indicators and correlates from investigation reports when determining whether to place a child in
foster care, yet research suggests caution is warranted in taking this step (Baron et al. 2021).

More generally, understanding the mechanisms driving heterogeneous effects of foster care is
an important next step in addressing the underlying tradeoff between child protection and family
preservation. The current patchwork of state and local foster care systems provides an opportunity
for well-identified studies to understand the benefits and costs of such systems. Meanwhile, linked
administrative data and foster care program data, after two decades of federal subsidies to modernize
state child welfare data systems, are providing new opportunities to study the long-term impact of
interventions. Coupled with a willingness among policymakers to generate and employ evidence on

best practices, foster care research is poised to inform policy and improve the welfare of children.
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Table 1: Foster Care Trends

(1) (2) (3) (4)

Number in  Share in  Share in  Difference

2019 2004 2019 3)-(2)

Panel A: Children ages 0-17 (N = 73,039,150)

Investigated for maltreatment 3,449,674 3.52 4.72 +1.19

Confirmed as victims 652,253 0.97 0.89 -0.08

Entered foster care 250,311 0.41 0.34 —0.06

In foster care at end of fiscal year 419,760 0.68 0.57 -0.11
Panel B: Removal reason for children entering care (N = 250,311)

Removed due to neglect 51.43 63.87 +12.44

Removed due to parent substance use 23.34 38.15 +14.81

Removed due to physical abuse 16.88 12.94 -3.94

Removed due to sexual abuse 6.33 3.96 -2.37

Panel C: Placement setting for children at end of year (N = 418,654)

Unrelated foster family 47.40 46.62 —0.77
Kinship care 22.61 31.94 +9.33
Congregate care 18.05 10.56 —7.49
Other setting 11.95 10.88 -1.07
Panel D: Exit reason for children leaving care (N = 241,796)
Reunification with parents 54.20 48.32 -5.88
Adoption 18.90 26.63 +7.72
Transition to relatives or guardianship 16.91 17.20 +0.29
Emancipation 5.95 6.40 +0.45

Notes: Reported sample sizes are for 2019. Panel A reports statistics among children ages
0-17. Panel B reports the percentage of children removed for each reason among children
entering foster care. Children can be removed for multiple reasons, which are not mutually
exclusive. Panel C reports the most recently observed placement setting for children in care at
the end of the fiscal year. This sample size is smaller than the total reported in Panel A due
to missing data on placement setting. Panel D reports exit reasons for children leaving care.
Exits from care are mutually exclusive, where the omitted category (1.45 percent) includes
agency transfers, runaways, and child deaths. See text for sources.
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Table 2: State Foster Home Licensing Requirements

States
Criminal history requirements:
Background check and child abuse registry 50
Child abuse registry check for previous state lived in 35
Never convicted of assault or battery 13
Never convicted of a drug-related crime 9
Juvenile court records check 7
Individual requirements:
Aged 21 or older 36
U.S. citizen or legal resident 14
Legally married if a couple 5
Ability to communicate in English 4
Training requirements:
Initial licensing training 45
Annual training for license renewal 42
Training in First Aid/CPR 18
Home requirements:
Separate bedrooms for opposite-sex children 37
Secure firearm storage 35
Non-smoking environment 26
Carbon monoxide detectors 20
Minimum square footage per child 18

Notes: State requirements come from the Child Welfare Information
Gateway (CWIG 2018; CWIG 2019a). Criminal history requirements
are current as of September 2018. Individual, training, and home
requirements are current as of February 2018. Note that some state
child welfare systems are managed at the county level and may have
stricter or more lenient requirements.
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Figure 1: State Variation in Foster Care Placement Rate and Percentage Kinship Care

(a) Histogram of children in foster care at end of year (rate per 1,000)
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Notes: Panel (a) reports the foster care placement rate per 1,000 children (one observation for each state). We report placement rates among
children ages 0 to 17 who were in foster care at the end of the 2019 fiscal year. The vertical line represents the nationwide placement rate.
Panel (b) reports the percentage of foster children in kinship care (one observation for each state). We report the percentage of children ages
0 to 17 who were in foster care at the end of the 2019 fiscal year and who were placed in kinship care. The vertical line represents the
nationwide percentage in kinship care. See text for sources.
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