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(A-levels)

Advancement Support Adviser
(ASA)

DfES

Employment full time
Employment part time

Employment Retention and
Advancement (ERA) programme

General Certificate of Secondary

Education (GCSE)

Income Support (IS)

In-work training

Jobcentre Plus

Jobseeker’s Allowance (JSA)

Recognised as level 3 on the National Qualifications
Framework, A-levels are normally completed in years 12 and
13 of secondary school (age 17 to 19 years) and follow from
GCSEs. They are the main route into higher education.

Employment specialist holding a position specifically created
as part of ERA. These individuals were based in Jobcentre Plus
offices and provided ERA participants with continuing advice
and assistance intended to help them overcome obstacles to
steady employment and find pathways to better job
opportunities and higher wages.

Department for Education and Skills (now DFE, Department for
Education).

A paid job of 30 or more hours per week.
A paid job of less than 29 hours per week.

A demonstration programme which offered a combination of
employment counselling services and financial supports

to certain recipients of government benefits or lone parents
claiming the Working Tax Credit. Its purpose was to help
people stabilise and improve their work situations.

The main national qualifications for 14 to 16-year-olds
taken in a range of academic and applied subjects. GCSEs
constitute levels 1 or 2 on the National Qualifications
Framework, depending on the grade achieved.

A means-tested benefit for working-age adults who are not
required to sign on as unemployed. They may work up to 15
hours per week.

This refers to training completed while participants were
working. It should not be confused with ‘on-the-job’ training
since the training may have taken place outside work (but
while people had jobs).

An agency of the Department for Work and Pensions which
provides help and advice on employment and training for
people who can work and financial support for those of
working age who cannot.

The main benefit for people of working age who are out of
work, work less than 16 hours a week, on average, and are
available for and actively seeking work.
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Lone parent
National Qualifications Framework

(NQF)

National Vocational Qualifications
(NVQs)/Scottish Vocational
Qualifications(SVQs)

New Deal programme

New Deal 25 Plus (ND25+)

New Deal for Lone Parents (NDLP)

Personal Adviser (PA)

Post-Employment Team (PET)

Technical Adviser (TA)

Working Tax Credit (WTC)

Parent or guardian who is not in a cohabiting relationship, with
a dependent child under age 16. The vast majority are female.

Sets out the level a qualification can be recognised in England
and Wales. These are regulated for standardisation and quality.
In Scotland a parallel, but different, educational system
applies.

Industry- and work sector-specific qualifications which are
based on practical, work-related tasks. NVQs can be attained
at levels 1 through 5 on the National Qualifications Framework.

The UK’s main welfare-to-work initiative during the time in
which ERA was operating. New Deal services included the
development of individual action plans outlining customers’
work goals and job search assistance and training to help
them achieve these goals.

Mandatory New Deal programme which was in effect while
ERA operated. It served longer-term unemployed people
(mostly males) age 25 or over who were claiming Jobseeker’s
Allowance for 18 or more months (or 18 months out of the
last 21). Various elements of provision were made available
through a Personal Adviser and participants followed a
programme of mandatory activities.

Voluntary New Deal programme which was in effect while

ERA operated. It aimed to help and encourage lone parents

to improve their job readiness and employment opportunities
and gain independence through working. Various elements

of provision were made available through a Personal Adviser.
Eligibility for NDLP included all lone parents aged 16 or over
whose youngest child was aged below 16 and those who were
not working or were working less than 16 hours per week.
Most participants were female.

Employment specialists, working in Jobcentre Plus offices, who
provided job advice and assistance to New Deal customers
who were not randomly assigned to the ERA programme group.

A group of Advancement Support Advisers whose sole task in
the ERA programme was to assist in-work customers.

Staff position specifically created as part of ERA. These
individuals, posted in each ERA district, ensured that ERA
services were delivered in accordance with the policy design
and provided general support for the evaluation effort.

A means-tested earnings supplement. Lone parents were
required to work at least 16 hours a week to qualify.
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Preface

I am delighted to welcome this final report of the Employment Retention and Advancement
demonstration. It represents the culmination of over ten years work by many people, in both this
country and the United States.

The results are an important and timely contribution to the evidence base on how to support people
once they have entered work - not only the likely impacts of providing support, but also what works
in terms of policy design and delivery, and for which people. In addition to this, there is a wealth

of information about the experience and aspirations of the people covered by the demonstration.
The full value of ERA will be realised as we continue to explore this information in coming years,
including monitoring of even longer-term outcomes. This report by no means represents the end of
the ERA story.

The aims of ERA were, however, not only about testing a particular type of policy intervention,

but also concerned learning about new and better ways to build an evidence base. This report
demonstrates the success of this part of the enterprise. Most obviously, it shows that it is possible, in
a UK context, to undertake a large-scale, rigorously designed and implemented, randomised control
trial in a social policy field. As well as showing that it is possible to do this - something that was
initially not universally believed - ERA has taught us a lot about how to do this most effectively.

It also shows very clearly the value of taking a long-term approach to evidence-building, where
timescales allow. The results presented here show how the effects of ERA evolved over a five-year
follow-up period, and how an earlier end to the project could have led to significantly different
conclusions. While clearly we often need to operate to shorter timescales, it is important to have a
balance between shorter- and longer-term work.

There have been other ways in which we have benefited from the transatlantic exchange of
experience in developing our analysis. For example, over the course of the project, we have
substantially advanced our understanding of how to use administrative data.

And finally, by making explicit connections between interventions being trialled in the UK and the
US, ERA has shown how we can learn from each other’s experiences.

Amanda Rowlatt

Chief Analyst
Department for Work and Pensions
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Introduction

This report presents the final results on the implementation, impacts, costs, and economic benefits
of the UK Employment Retention and Advancement (ERA) programme, which sought to improve the
labour market prospects of low-paid workers and long-term unemployed people. Launched in 2003
in selected Jobcentre Plus offices, which administer Government cash benefits and employment
services, the programme was envisioned as a ‘next step’ in British welfare-to-work policies.
Participants in ERA had access to a distinctive set of ‘post-employment’ job coaching and financial
incentives, which were added to the job placement services that unemployed people could normally
receive through Jobcentre Plus. Once employed, ERA participants could receive at least two years

of advice and assistance from an employment adviser to help them continue working and advance
in work. Those who consistently worked full time could receive substantial cash rewards, called
‘retention bonuses’. Participants could also receive help with tuition costs and cash rewards for
completing training courses while employed. The programme has been carefully evaluated though a
large-scale randomised control trial.

ERA targeted three important groups with different views on, and preparation for, work and
advancement:

+ ‘The NDLP group’: Unemployed lone parents receiving Income Support! and volunteering for the
New Deal for Lone Parents (NDLP) welfare-to-work programme;

+ ‘The WTC group’: Lone parents working part time and receiving Working Tax Credit (WTC), which
supplements the wages of low-paid workers;

« ‘The ND25+ group’: Long-term unemployed people aged 25 or older receiving Jobseeker’s
Allowance? and who were required to participate in the New Deal 25 Plus (ND25+) welfare-to-work
programme.

These target groups faced somewhat different types of challenges that impeded their success in
the labour market. A goal of the evaluation was to determine whether ERA could help each of them

! Income Support is an (almost) unconditional out-of-work benefit typically received by
individuals who are not employed or are working fewer than 16 hours a week. Entitlement for
benefits depends on one’s other income, and its value varies with family size and composition.
It is roughly comparable to the Temporary Assistance for Needy Families programme in the
US, although recipients are not required to look for work. When ERA began, lone parents
with children under age 16 could receive Income Support and were not required to look for
work; currently, only those with children under the age of seven are exempt from a work
search requirement. Once their children reach age seven, non-employed lone parents who
are capable of, and available to work, must actively seek employment and would receive
Jobseeker’s Allowance rather than Income Support.

2 Jobseeker’s Allowance is a conditional cash benefit available in Britain to unemployed
individuals who are actively seeking work. Recent workers who built up entitlements while
employed can receive contribution-based payments for six months, unaffected by other
household income. The contributory portion of Jobseeker’s Allowance is similar to the US
unemployment insurance benefit. Other low-income people can receive Jobseeker’s Allowance
as a means-tested benefit and must be actively seeking work.
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similarly, and whether it worked better for some than others. This report thus compares the results
for all three target groups and provides the final evidence of the programme’s effectiveness over a
five-year follow-up period.

Over 16,000 people from six regions of Britain (East Midlands, London, North East England, North
West England, Scotland, and Wales) applied to the programme. In order to test conclusively
whether or not ERA really helped those who volunteered for it, half were randomly assigned to the
programme, and the remainder served as a ‘business-as-usual’ control group - a counterfactual,
which did not receive any assistance from ERA and thus provided a benchmark indicating what
would have happened in the absence of the ERA programme. By randomly dividing the sample into
these two groups, the study was able to test conclusively whether or not ERA helped its participants
work more, earn more, advance further, and achieve better outcomes in other areas than they
would have without ERA’s help. This is a far more powerful test of the effectiveness of a programme
than those commonly applied to social policy pilots in Britain. The evaluation also included an
assessment of the programme’s implementation, a cost-benefit analysis, and several special studies.

The Department for Work and Pensions (DWP) oversaw the overall implementation and evaluation
of the programme. A research consortium carried out the study. The consortium was headed by
MDRC (headquartered in New York City), and in Britain it included the Policy Studies Institute, the
Institute for Fiscal Studies, the National Institute of Economic and Social Research, and the Office
for National Statistics. A subsidiary goal of the project was to help build capacity in Britain to
conduct randomised trials of promising social innovations. This was accomplished through direct
collaborative work between the US and British research partners and DWP, and also through broader
US-UK learning exchanges involving practitioners and researchers.

Findings in brief

At the time ERA was launched, the New Deal programmes and Jobcentre Plus offered participants
who entered work little further assistance once they obtained jobs. ERA was thus a major departure
from ‘business as usual’, and there was no guarantee that Jobcentre Plus could implement the
model. The evaluation found that, after initial start-up problems, and despite variations in quality
across offices and staff, ERA was largely implemented as designed, attesting that it was feasible to
attach a post-employment component to the work of Jobcentre Plus or other employment agencies.
But was the model an effective one?

ERA produced short-term earnings gains for the two lone parent target groups: the NDLP and WTC
groups, which were made up mostly of women. The early gains resulted from increases in the
proportion of participants who worked full time (at least 30 hours per week). This pattern aligns with
the programme’s requirement that participants work full time in order to qualify for the employment
retention bonus. These effects generally faded in the later years, after the programme ended.
However, an earnings gain appears to have lasted longer among NDLP participants who were better
educated, though initially unemployed. Compared with other unemployed lone parents, this group
may have had more unrealised potential to succeed in work, which ERA may have tapped into. From
a cost-benefit perspective, ERA did not produce encouraging results for the lone parent groups, with
the exception of the NDLP better-educated subgroup.

More impressive were the results for the long-term unemployed participants (mostly men) in the

ND25+ target group. For them, ERA produced modest but sustained increases in employment and
substantial and sustained increases in earnings. These positive effects emerged after the first year
and were still evident at the end of the follow-up period. The earnings gains were accompanied by
lasting reductions in benefits receipt over the five-year follow-up period. ERA proved cost-effective
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for this group from the perspectives of the participants themselves, the Government budget, and
society as a whole. This is a noteworthy achievement for a group that is widely considered among
the most difficult to help.

The ERA model

Overall, ERA aimed to intervene decisively in the ‘low-pay, no-pay’ cycle, whereby low-skilled and
disadvantaged workers move frequently between low-paid work and out-of-work benefits, and to
turn them, instead, into regular full-time workers. The ERA model built on Britain’s New Deal welfare-
to-work programme, which offered job placement help and other pre-employment assistance

to out-of-work recipients of Government benefits. The New Deal programme was operated by
Jobcentre Plus, a network of Government offices that administers cash benefits and employment
services. To the existing pre-employment New Deal services, ERA added a new set of financial
incentives and job advisory services (on a voluntary basis) following participants’ entry into work.
The model drew on past evaluations of work incentive projects in the US and Canada, and on
advancement strategies concurrently being tested in other US pilots.

The ERA programme was available to participants for up to 33 months. For the two unemployed
target groups - NDLP and ND25+ participants - ERA began with job placement and other pre-
employment assistance, largely following the same procedures as the regular New Deal programme.
This assistance was expected to last for up to nine months. The programme then continued into

a unique post-employment or ‘in-work’ phase expected to last for at least two years. During

that phase, ERA’s job coaches, known as Advancement Support Advisers, were expected to help
customers avoid some of the early pitfalls that sometimes cause new jobs to be short-lived. These
ERA advisers were trained to help participants advance to positions of greater job security and
better pay and working conditions, at either their current employer or a new one. ERA also offered
special cash incentives and other resources to promote these goals. These included: an employment
retention bonus of £400 three times a year for two years for staying in full-time work (at least 30
hours per week for 13 out of every 17 weeks, or about 75 per cent of the time); tuition assistance for
training courses (up to £1,000) while employed; a bonus (up to £1,000) for completing training while
employed; and access to emergency payments to overcome short-term barriers to staying in work.

Members of the WTC group, who were already working when they entered ERA, began the post-
employment phase immediately. These lone parents were offered in-work support and incentives,
plus help getting re-employed if they left their jobs or if their jobs ended.

The evaluation design

Qualifying members of the three target groups were invited to volunteer for a fixed number of ERA
openings that would be allocated on a randomised basis. After completing an informed consent
process, half of the volunteers were assigned randomly to the ERA programme group, and the rest
to a control group. Those in the control group could continue to receive whatever services they were
normally entitled to receive from Jobcentre Plus or could obtain elsewhere in the community. Thus,
control group members in the two New Deal customer groups went on to receive regular New Deal
pre-employment services, but were expected to have little regular or intensive involvement with
Jobcentre Plus staff after entering work. Control group members in the WTC target group would

not normally enter the New Deal programme because they were not receiving Income Support

or Jobseeker’s Allowance. Therefore, they were not offered pre- or post-employment services or

3 For a summary of relevant projects and findings, see Michalopoulos, 2005.
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incentives through Jobcentre Plus, though sometimes they sought advice from Jobcentre Plus staff
on their own initiative and could seek other services or training on their own.

For all three groups, ERA’s success was determined by comparing the outcomes of the programme
group, such as average earnings, with the outcomes of the control group. Because the random
assignment process created two groups with similar observable and unobservable characteristics at
the beginning of the study, the only thing that varied between them was that one group was offered
the programme and the other was not. Thus, any differences in outcomes that emerge over time
can be considered as ‘impacts’ or ‘effects’ of the programme. When the differences are statistically
significant (i.e., unlikely to be the product of statistical chance), one can be confident that they are
caused by the ERA programme and not by other factors.

Intake into the study began in October 2003 and continued through the end of 2004 for most
participants; it was completed for all by April 2005. With over 16,000 people randomly assigned
through this process, this study is one of the largest randomised social policy trials ever undertaken
in Britain.

The impact analysis relies heavily on administrative data. Employment and earnings administrative
records data were provided to DWP by Her Majesty’s Revenue and Customs and maintained in DWP’s
Work and Pensions Longitudinal Study (WPLS) database. Benefits receipt data available from DWP
are the primary source of benefits information. In addition, data are available from three waves* of
a longitudinal customer survey administered at 12, 24, and 60 months following each individual’s
date of random assignment (when they entered the study). The survey data provide a basis for
assessing how much ERA participants used ERA’s employment-related services and incentives, how
much participants’ receipt of training and other services differed from that of controls (who were
free to seek alternative services on their own from Jobcentre Plus or other agencies), and whether
the ERA group’s employment, earnings, and benefits receipt differed from those of the control group
over the five years after sample members entered the study.

The study also uses qualitative research (i.e., in-depth interviews with ERA staff and participants),
along with financial data on bonus receipt and other programmme records, to provide further
insights into the experiences of operating ERA within Jobcentre Plus, participants’ responses to the
programme, and participants’ experiences in work.

ERA’s economic impacts for lone parents in the NDLP group

For NDLP participants, balancing continuous employment with family responsibilities was typically
the most immediate priority, with advancement a more distant goal. This created an important
challenge for ERA. Because these lone parents were new to the labour market, they tended to want
time to adjust to the new routines of working and balancing job and family responsibilities before
focusing on advancement. And while some were interested in full-time work, others were not
because of their family circumstances. Nonetheless, ERA increased this group’s likelihood of working
full time, at least early on.

« ERAincreased NDLP participants’ employment and earnings in the short term, primarily by
increasing their likelihood of working full time. However, these effects faded after participants’
enrolment in the programme ended.

4 For the ND25+ group, only two survey waves, at 12 and 24 months, were conducted.
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6 Summary

Table 1 shows the impacts of ERA on key economic outcomes for each target group. For NDLP lone
parents, who were not employed when they began ERA, ERA increased employment and earnings
within the first two years, but the effects faded thereafter. ERA also increased earnings in the first
full tax year after participants’ enrolment (tax year 2005-2006) by an estimated £308, a statistically
significant gain of about nine per cent over the control group average. (The earnings outcomes for
each group are averaged over all sample members in the group, whether or not they worked; the
estimates do not refer to earnings per worker.) The impact was smaller in later tax years, and the
cumulative effect on earnings over the four tax years for which data were analysed (2005-2006
through 2008-2009)° is not statistically significant.

Earnings effects can arise due to an increase in the likelihood and duration of employment, hours
worked, or wage rates. The fact that the earnings effect in 2005-2006, in percentage terms, was
about double the employment effect in that same year suggests that the increase in earnings was
driven in part by ERA group members working more hours or receiving higher wages. According to
data from the two-year customer survey, ERA increased the proportion of NDLP participants who
worked full time, probably in response to the programme’s retention bonus, which rewarded only
full-time work. Data from the 60-month survey, compared with earlier surveys, indicate that this
effect did not persist, as the control group increasingly worked full time and closed the gap.

There is no clear evidence that ERA boosted NDLP participants’ employment retention rather than
employment per se, or that it increased their progression in work over the course of the follow-up
period (relative to the control group). However, it did encourage them to go into full-time work
sooner than they might otherwise have done, which has always been a major part of successive
Governments’ policies towards lone parents.

* ERA caused a small reduction in NDLP participants’ receipt of Income Support payments.

Lone parents in the NDLP group all claimed Income Support at the time of random assignment. ERA
reduced participants’ number of months on Income Support within the first two follow-up years,

but not thereafter (result not shown in table). ERA produced a longer-lasting effect on the amount
of benefits participants received. Here, significant reductions were seen in each of follow-up years

1 through 3. Over all five years, those in the ERA group received almost £500 less in cumulative
Income Support payments than those in the control group, a statistically significant reduction of five
per cent relative to the control group average.

« ERA’s impacts varied among NDLP subgroups according to their educational qualifications, with
better results observed for participants with higher qualifications.

An analysis examined the impacts of ERA across several subgroups defined according to
participants’ characteristics measured at the time of random assignment. One key subgroup is
based on educational level. It was anticipated that a person’s level of education might influence
their response to the programme’s incentives and assistance, and might affect their opportunities
in the labour market. Those with more human capital would presumably have better opportunities.
But it was uncertain whether the programme would be more helpful to them, relative to what they
could achieve on their own, or more helpful to those with lower qualifications, for whom ERA’s
assistance might be more essential.

> Earnings data from the 2004-2005 tax year were not used because, for some sample
members, that tax year included some months before the start of the study.
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The subgroup analysis found that ERA had substantial and longer-lasting positive impacts on
earnings for NDLP lone parents with higher educational qualifications (i.e., those with A-level or
equivalent qualifications®) at the time they entered the programme. It increased their total average
earnings over the four tax years 2005-2009 by about £3,500, a gain of 15 per cent over the control
group average. At the same time, ERA had no earnings effects for those with lower qualifications.
One interpretation of this finding is that lone parents who were unemployed, but possessed better
skills, had more ‘reserve capacity’ to obtain and manage full-time work. ERA’s incentives and
support may have motivated and helped them make more effort to act on that capacity than

they would have made on their own. Other (exploratory) subgroup analyses suggest that ERA may
have produced larger earnings gains and benefit reductions for ethnic minority NDLP and WTC lone
parents than for white lone parents.

« Despite its early impacts on earnings, there is little evidence that ERA affected overall well-being
among the lone parent groups or the well-being of their children.

The analysis examined a variety of measures of parental well-being, including overall levels of
happiness, anxiety, health, and financial security, plus a variety of outcomes for children, such as
their school performance, health, and behaviour. It found little evidence that ERA affected these
outcomes in either a positive or a negative way. It may be that the earnings effects were simply not
large enough to be consequential in these ways.

ERA’s economic impacts for the WTC group

Of the three target groups, WTC lone parents (who were already employed part time when they
entered ERA) most fully embraced ERA’s advancement goals. In part because of the way they

were recruited to ERA - through a general community outreach effort, rather than as part of the
normal New Deal intake process within Jobcentre Plus - the WTC participants were a more selective,
advantaged group than the NDLP and ND25+ target groups when they began the programme. Not
only were they already working, they had better educational qualifications and, compared with the
NDLP lone parents, were somewhat older and had older children. They joined ERA with the explicit
intention of improving their current position in the labour market and were generally more receptive
to advancement support and more interested in steady, full-time work. This group was the most
likely to receive ERA’s retention bonuses.

« ERA had no impact on the percentage of WTC participants who worked in any given month, but it
increased their likelihood of working full time and their earnings. The earnings effect faded after
their participation in the programme ended.

Because WTC participants were already employed at the time of random assignment, it was not
expected that ERA would increase their likelihood of working during the follow-up period. More
relevant was whether it would increase the consistency of their employment, their likelihood of
working full time, and their advancement and earnings.

ERA’s main effect for the WTC group was a short-term increase in earnings. As Table 1 shows, the
programme increased earnings in the 2005-2006 tax year by an estimated £402, a statistically
significant gain of about six per cent above the control group average. However, the earnings
impacts were not statistically significant in later years, or for the follow-up period overall.

6 A-level qualifications indicate that a person passed a series of advanced secondary school
examinations usually taken around age 18, or recognised equivalents that often involve a
more vocational element.
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The short-term earnings gain was largely due to ERA participants working more hours. According to
data from the two-year customer survey, ERA increased the percentage of participants working full
time by nearly 13 percentage points above the control group rate. However, this difference shrank
to seven percentage points over time as the control group caught up, which may explain why the
longer-term earnings impacts, though still positive, are not statistically significant.

« ERA had no effects on the receipt of out-of-work benefits or in-work tax credits among the WTC
group or on measures of parent or child well-being.

At the time of random assignment, WTC participants were working 16 to 29 hours a week and were
not eligible to claim an out-of-work benefit, such as Income Support, at that time. Instead, they
were receiving tax credit payments conditioned on work. Because ERA did not affect this group’s
employment rates or trends, it also had no effect on its receipt of benefits or tax credits.

ERA’s economic impacts for the ND25+ group

The mostly male ND25+ group was generally the most disadvantaged of the three target groups
ERA served. For example, when they entered the study, 36 per cent had no formal educational
qualifications (compared with 23 per cent and 12 per cent of the NDLP and WTC groups,
respectively). Health problems, histories of substance abuse, and involvement with the criminal
justice system were not uncommon. It is a group that was widely viewed as difficult to help.

Not surprisingly, ERA advisers reported greatest difficulty engaging ND25+ participants. Advisers
suggested a number of reasons for this, including some resistance to staying in contact with

their advisers due to negative feelings about Jobcentre Plus, a greater ethos of self-reliance, and
less awareness of available in-work support. In addition, ND25+ participants, unlike lone parents,
were required to participate in the New Deal programme (which was incorporated into ERA as the
programme’s first phase). Consequently, they were a less select group to begin with and might have
been less motivated to follow through with ERA’s post-employment phase, which was not required.
Given these challenges, it is noteworthy that ERA had larger and more sustained labour market
impacts for the ND25+ group than it did for the two lone parent groups.

« ERA increased ND25+ participants’ employment rates and earnings, and these positive effects
persisted through the end of the study, suggesting that the ERA model can work for a highly
disadvantaged population.

ERA generated modest positive employment impacts for ND25+ participants in all five follow-up
years, peaking at a statistically significant 3.6 percentage points during the second year, an increase
of about 11 per cent relative to the control group average. Positive effects on employment continued
even after participants’ enrolment in the programme ended.

ERA’s earnings impacts for this group are substantial and statistically significant in each year,
totalling £1,481 over the four tax years for which earnings data are available. This represents a gain
of 12 per cent above the control group average. In percentage terms, the earnings impacts are
larger than the employment impacts, suggesting the possibility that there was also an impact on
either hours of work, hourly wage rates, or both.

Impacts for the ND25+ group did not vary across subgroups to a statistically significant extent. This
suggests that a broad range of individuals within this group could benefit from the programme.

The sustained impacts of ERA for the ND25+ group are especially noteworthy in light of the fact
that this group was so severely disadvantaged and so difficult to employ normally, as suggested
by outcomes for the control group. Only about one-third of ND25+ controls worked in any given
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year during the follow-up period, and just over half (55 per cent) had ever worked during that five-
year period. (In contrast, 79 per cent of the NDLP controls and 87 per cent of the WTC controls had
worked at some point during the follow-up period.)

« ERA reduced receipt of Jobseeker’s Allowance among the ND25+ group.

ND25+ participants had been receiving cash benefits in the form of Jobseeker’s Allowance when
they entered ERA. By the second year of follow-up, ERA had begun to reduce their reliance on that
benefit. Over all five follow-up years, ERA reduced total average benefits received by a statistically
significant £426 per ERA member, which is six per cent of the control group average.

The costs and benefits of ERA

The evaluation’s cost-benefit analysis offers a way to summarise the net economic gains and losses
that ERA produced, taking into account its combined effects on a wide variety of measures and the
likely longer-term value of those effects after the end of the evaluation’s five-year follow-up period.
It considers gains and losses not only from the perspective of participants themselves, but also
from the standpoint of the Exchequer (and, thus, taxpayers), which paid for the programme, and for
society as a whole (which simply reflects the results for the other two perspectives combined).

« ERA was most cost-effective for the ND25+ group, producing a net economic gain for participants
and a positive return on the Government’s investment.

ERA markedly increased the net incomes of the ND25+ group. Using one set of assumptions to
estimate cost-benefit results over a ten-year time period, the analysis found that participants’
average net income increased by about £725 per participant. (This estimate is spread over all
programme group members, whether or not they worked or received ERA services; those who were
actually affected by ERA would, of course, have gained more.) ERA also returned a little over £1,800
to the Exchequer for every participant enrolled in the programme. This represents a return of £4.01
for every £1 it spent on ERA. The results from the overall perspective of society as a whole were
positive as well.”

« For the NDLP group, ERA had very small effects from all cost-benefit perspectives.

On average, ERA resulted in a small loss in the net income of NDLP participants and small losses
for the Government’s budget and society as a whole. However, a separate cost-benefit analysis for
the NDLP subgroup with A-level and equivalent qualifications suggests that, for this subgroup, ERA
increased the disposable income of participants while producing savings for the Exchequer. At the
same time, the opposite effects are likely to have occurred as a result of ERA for NDLP participants
with lower qualifications.

+ The net cost of operating ERA was greater for the WTC group than for the NDLP and ND25+
groups, but this greater expenditure did not yield a better return on the Government’s investment
or substantial net income gains for participants.

For the WTC group, ERA cost over twice as much per participant to operate than for the two New
Deal groups. This is largely because the WTC group had a longer post-employment phase, which
lasted the full 33 months of the programme. In contrast, the two New Deal groups received pre-
employment services during the first nine months or so, which cost about the same as they did for
the controls; in other words, the added cost of ERA for the first phase of the programme was almost
negligible.

/ The overall pattern of cost-benefit results holds up in the face of various sensitivity checks
using different assumptions, including shorter and longer time horizons.
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ERA appears to have modestly increased the disposable incomes of WTC participants. But because
it was costly to operate, it produced a net loss for the Exchequer, and as a consequence, an overall
loss from the societal perspective.

The relative importance of adviser support, incentives, and training

« Both ERA’s in-work support from advisers and its employment retention bonus may have
contributed to the programme’s positive labour market effects.

All of the elements of ERA were offered as a package, and this makes it very difficult to determine
whether some components of the intervention were more effective than others. For example,

by design, participants were expected to speak with staff about advancement issues each time
they received a retention bonus. However, the intensity with which local Jobcentre Plus offices
implemented each of these components varied, and the local offices did not necessarily implement
each component equally well.

In one attempt to shed light on the relative contributions to the programme’s success of incentives
versus in-work support, the evaluation included an exploratory cross-office analysis using data on
the NDLP sample. The findings suggest that in offices where programme group members were more
aware of the employment retention bonus (perhaps because of better marketing), there were larger
increases in employment and larger reductions in the number of months that participants received
Income Support. Furthermore, in offices that provided more support to participants while working
or more help with in-work advancement (relative to what local control groups received on their
own), there were also more positive impacts on employment and larger reductions in months on
Income Support. Although not definitive, these findings suggest that ‘implementation matters’ and
that how each of these core elements of ERA were implemented could influence the programme’s
effectiveness.

« ERA increased participation in training courses, especially for the WTC target group. However,
these impacts appear unrelated to ERA’s effects on labour market outcomes.

Many lone parents in the WTC group reported that they volunteered for ERA specifically because

it offered support for training. Thus, they began ERA with a keen interest in training, and even in

the absence of the programme, many would have taken training on their own, as indicated by

high training rates for the control group. For example, within the first two follow-up years, nearly

60 per cent of controls participated in education or training activities. However, the ERA group’s
participation rate was even higher, reaching 72 per cent. Thus, ERA increased the training rate by
almost 13 percentage points, which is a statistically significant gain of about 22 per cent over the
control group average. The impact on training was positive but smaller for the NDLP group, which
experienced a gain of almost five percentage points relative to the control group rate of 55 per cent.
ERA had no impact on the training rate for the ND25+ group.

Analyses comparing ERA’s impacts across target groups, subgroups, and offices suggest that any
increase ERA caused in training did not lead to long-term earnings gains. For example, even though
ERA increased participation in training for the NDLP group and, especially, the WTC group, it did not
produce lasting earnings impacts for either of them. In addition, ERA’s impacts on earnings were no
larger for subgroups that experienced larger impacts on training than for those with smaller impacts
or no impacts on training. For example, ERA produced a sizeable earnings gain for NDLP participants
who had A-level or equivalent qualifications, but it had no effect on that subgroup’s use of training
courses.
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Broader lessons

« ERA’s labour market impacts for unemployed lone parents are smaller than those produced by a
fairly similar programme in the US.

An employment retention and advancement programme in the US state of Texas, which was
evaluated as part of the US ERA demonstration, shared many similarities with the UK ERA model. It
included pre-employment and post-employment support for unemployed lone parents and offered
financial incentives for full-time work. The cash value of the Texas incentive was roughly comparable
with ERA’s retention bonus, although it was paid monthly rather than every four months. Like ERA,
the Texas programme was tested with a random assignment design, and both the programme

and control groups received pre-employment services, such as those offered by the New Deal
programme.

Two of the three pilot cities in the Texas study fully implemented the post-employment features

of the model, and these two cities produced larger cumulative earnings gains than UK ERA
generated for the NDLP group. Why the Texas programme’s effects were larger is uncertain. One
speculation is that this may be partly because in Texas, the size of the retention bonus relative to
the local minimum wage and to the amount of benefits available to non-working lone parents

was considerably greater than in Britain, so that full-time work would ‘pay’ more. This may have
increased the power of the Texas incentives to make a more enduring change in participants’ labour
market behaviour.

« ERA’s pattern of results for lone parents, where earnings impacts emerge early on and then
decline after the incentives ended, is broadly consistent with the pattern found for other
programmes in the US and Canada that used financial incentives for similar populations.

Several other randomised control trials in the US and Canada tested interventions that offered
financial work incentives - either alone or in combination with job placement and other pre-
employment services - to unemployed lone parents receiving cash benefits similar to Income
Support. Although important exceptions exist, these programmes, like ERA, produced early positive
impacts on employment and earnings but saw their impacts fade over time, after the work
incentives had ended.®

+ To be more effective, advancement-focused interventions like ERA may require advisers to have
more expertise on industry-specific job opportunities, local knowledge, and training that is better
aligned with those opportunities.

ERA was a very different kind of programme for Jobcentre Plus. Consequently, its managers and line
staff, who were expected to deliver an innovative advancement-focused intervention, faced a steep
learning curve. In addition, they had to operate the intervention within a Jobcentre Plus environment
that placed a high priority on job placement and offered little reward to staff for focusing on
advancement-related outcomes for people who got jobs. However, as ERA advisers acquired more
experience, they grew more adept and confident in helping employed participants develop and
pursue advancement goals, such as moving up to better positions with their same employers,
switching jobs, and finding training courses to improve their skills.

At the same time, ERA advisory staff functioned as employment ‘generalists’. They offered
participants general advice and guidance on adapting to work, encouraged them to consider seeking
full-time work, helped them address issues of balancing work and family life, advised them on
seeking promotions and finding better jobs, and urged them to enrol in training courses in whatever

8 Michalopoulos, 2005.
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areas interested them. However, ERA advisers were not expected to have in-depth knowledge of
particular occupations or industries or expertise on the career ladders and training requirements

for jobs in those areas. Nor were they expected to steer participants assertively towards particular
occupations known to offer real advancement opportunities. They were also not positioned to
connect participants who had trained in particular occupational areas with relevant employers

who were hiring people with the new skills those participants had acquired. These limitations might
have undermined the benefits of the extra participation in training that ERA caused. Perhaps future
advancement-focused programmes would be more effective if they included more career advice
that is sector-specific and more narrowly focused on opportunities available in the local labour market.

The ERA findings by no means imply that training is irrelevant to advancement. However, they do
suggest that other ways to try to ensure that training will have a pay-off in the labour market ought
to be considered and carefully tested.

Conclusions

Before the ERA project, little rigorous evidence was available on how to improve employment
retention and advancement outcomes among disadvantaged populations in Britain. The ERA
findings underscore the difficulty of achieving long-term improvement in employment retention and
advancement. The study shows that, for some groups, short-term improvements do not necessarily
grow into longer-term gains, and, for them, ERA would not be a worthwhile Government investment.
At the same time, the evaluation found that, for specific populations, gains can be achieved, even for
some of the most disadvantaged job seekers, and that those gains can be sustained over a five-year
period. These results suggest that the core elements of ERA offer something to build on in future
post-employment interventions.

Comparing the findings across the three target groups also illustrates the importance of appropriate
control groups in assessing the programme’s effectiveness. As it turned out, the ND25+ group of
long-term unemployed people, which, by far, had the worst ‘outcomes’ (e.g., employment and
earnings for the ERA group alone), and which many observers had expected might benefit the least
from ERA, actually benefited the most. Thus, comparing outcomes across the three target groups,
rather than impacts (i.e., the ERA versus control group differences in outcomes), would have resulted
in the wrong answer to the question: For whom did ERA work best?

More generally, the ERA evaluation provides unusually rich, long-term information on the
employment retention and advancement experiences of low-income groups that have long been an
important focus of Government policy. It also highlights a number of key implementation challenges
that future programmes, hoping to break the ‘no-pay, low-pay’ cycle and reduce poverty through
work, would do well to address.

The evaluation includes a number of other reports of interest to policymakers and researchers. A full
list and description of these publications is found in Appendix E.
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1 Introduction

1.1 Introduction

This report presents the final results from the UK Employment Retention and Advancement (ERA)
demonstration, which carefully tested the effectiveness of a new method of improving the labour
market prospects of low-income people relying on various government cash transfers. ERA operated
in six regions of Britain from 2003 through 2007 and targeted three groups:

+ ‘The NDLP group’: Unemployed lone parents receiving Income Support® and volunteering for the
New Deal for Lone Parents (NDLP) welfare-to-work programme;

« ‘The WTC group’: Lone parents working part time and receiving Working Tax Credit (WTC), which
supplements the wages of low-paid workers;

« ‘The ND25+ group’: Long-term unemployed people, mostly men, aged 25 or older receiving
Jobseeker’s Allowance®® and who were required to participate in the New Deal 25 Plus (ND25+)
welfare-to-work programme designed for that harder-to-assist population.

One objective of the evaluation was to test whether ERA was similarly effective for each of these
three target groups or worked better for some. This report presents the final evidence of the
programme’s effectiveness for all three groups over a five-year follow-up period.

Unemployed participants in the NDLP and ND25+ groups first received welfare-to-work assistance
through the regular New Deal programme operated by Jobcentre Plus to help them find jobs. This
process was expected to last nine months or less, after which participants who had entered work
began ERA’s post-employment phase. This phase generally lasted about two years, but longer for
those who entered work sooner. Participants could remain in ERA for a maximum of 33 months.

Post-employment or ‘in-work’ assistance included a combination of (1) help and guidance from
advisers on remaining employed and improving one’s position in the labour market and (2) various
forms of financial assistance to help and encourage participants to remain employed and advance.
Participants who entered and remained in full-time work received substantial cash bonuses
(covering up to 24 months of employment), help paying for training courses, and cash rewards for
completing training while employed. ERA participants also had access to a fund to help avert minor
financial emergencies that threatened to prevent a participant from continuing to work.

o Income Support is an (almost) unconditional out-of-work benefit typically received by
individuals who are not employed or are working fewer than 16 hours a week. Entitlement for
benefits depends on one’s other income, and its value varies with family size and composition.
It is roughly comparable to the Temporary Assistance for Needy Families (TANF) programme
in the US, although recipients are not required to look for work. When ERA began, lone parents
with children under age 16 could receive Income Support and were not required to look for
work; currently, only those whose children are under the age of seven are exempt from a
work search requirement. Once their children reach age seven, non-employed lone parents
capable and available to work must actively seek employment and would receive Jobseeker’s
Allowance rather than Income Support.

10 Jobseeker’s Allowance is a conditional cash benefit available to unemployed individuals
who are actively seeking work. Recent workers who built up entitlements while employed
can receive contribution-based payments for six months, unaffected by other household
income. The contributory portion of Jobseeker’s Allowance is similar to the US unemployment
insurance benefit. Other low-income people can receive Jobseeker’s Allowance as a means-
tested benefit and must be actively seeking work.
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WTC participants, who were already employed when they entered the programme, began ERA’s
post-employment phase from the start.

ERA’s post-employment phase was voluntary for all target groups. However, the pre-employment
New Deal phase was compulsory for the ND25+ group and voluntary for the NDLP group, in
accordance with regular New Deal policies.

In order to test conclusively whether or not ERA really helped those who volunteered for it, half
were randomly assigned (according to a computerised algorithm) to the ERA programme, and the
rest remained as ‘controls’ and did not receive any assistance from ERA. By randomly dividing the
sample into these two groups, the study was able to test conclusively whether or not ERA helped
its participants work more, earn more, advance further, and achieve better outcomes in other areas
than they would have without ERA’s help. This is a far more powerful test of the effectiveness of

a programme than those commonly applied to social policy pilots in the UK.!! The evaluation also
includes an assessment of the programme’s implementation, a cost-benefit analysis, and several
special studies.

ERA was implemented as a research demonstration project in four regions in England, one region

in Scotland, and one in Wales between October 2003 and October 2007. Random assignment took
place for a little over one year. The UK Department for Work and Pensions (DWP) oversaw the overall
implementation and evaluation of the programme. The evaluation design process, including all the
background and theoretical considerations, was described in detail in a previous report.'? A research
consortium headed by MDRC (headquartered in New York City) and including the Policy Studies
Institute, the Institute for Fiscal Studies, the National Institute of Economic and Social Research, and
the Office for National Statistics, carried out the study in Britain. MDRC led the consortium because of
the organisation’s extensive experience mounting similar demonstration programmes in the US. The
consortium fostered a learning exchange that helped to build capacity in the UK to do similar work
in the future. This unique partnership is discussed in more detail in the Afterword.

This introductory chapter explains the policy background of ERA and the policy developments that
affected the control group during the study, reviews the literature previously published on retention
and advancement, describes the groups targeted by ERA and the service delivery model, and
explains the random assignment design and the various methods used to evaluate the programme.
This is the final impacts report on the UK ERA demonstration.!?

This report summarises findings from previous reports on participants’ use of ERA’s in-work services
and financial incentives, updating and extending those analyses by including data covering the
final months of the programme. It also examines how participants adjusted to the end of the

1 More usually, ‘test areas’ are compared with non-randomly matched comparison areas.
Area contrasts can be indicative, but not conclusive, in the way that random assignment is
conclusive, because they usually make it difficult to rule out with confidence the possibility
that factors other than the intervention that distinguish the areas may have caused any area-
based differences in measured outcomes.

12 Morris et al., 2003.

13 The evaluation includes numerous other reports covering topics ranging from the random
assignment process, qualitative studies on labour market advancement, a mixed-methods
report on ERA training, an analysis of how the effects of ERA varied with office-level
implementation and context, a non-experimental analysis of worker outcomes, an assessment
of how non-participation affects the generalisability of ERA results, and the impacts of ERA at
the first and second years of follow-up. An overview of each of these reports is presented in
Appendix E. For more detail specifically on the background of ERA see Dorsett et al., 2007,

Hall et al., 2005; Hoggart et al., 2006; Riccio et al., 2008; and Walker et al., 2006.
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ERA programme (through 2009). The report goes on to discuss the effects of the programme on
participants’ labour market experiences, benefit receipt, and other outcomes within five years after
random assignment. It then examines the programme’s benefits and costs and concludes with a
discussion of the lessons and implications of the results.

The research uses data from multiple sources, including in-depth qualitative interviews with
programme staff and participants; three waves of survey interviews with programme and control
group respondents (at 12, 24, and 60 months after random assignment)*; and administrative data
on participants’ employment, earnings, and benefits receipt.

1.2 Research on retention and advancement in work

Recurring unemployment and a lack of advancement are common among disadvantaged and low-
paid workers. Many become entrenched in a ‘low-pay, no-pay’ cycle, in which they shift repeatedly
between low-wage work and unemployment. Often these individuals seek Government benefits to
supplement their incomes. Importantly, the ‘low-pay, no-pay’ cycle may persist even during periods
of high employment levels; it is not simply a consequence of weak labour demand.*®

Much research has demonstrated that many individuals who struggle to retain employment and
advance in work face a multitude of barriers to finding and keeping well-paid jobs, including low
education levels, difficulties accessing transport, and poor health. Some studies suggest that
moving frequently between work and benefits may have a ‘scarring’ effect, because individuals
who spend more than a few weeks unemployed have been shown to experience chronic difficulty
in re-establishing themselves in the labour market.!* Some research also suggests that the
experience of low-wage employment may have almost as large an effect as unemployment on
future prospects.'’

Low-wage workers tend to leave jobs for a variety of reasons. For example, some have short-

term contracts, which they often accept reluctantly because they have difficulty finding more
permanent employment. Some, of course, cannot meet employers’ performance expectations.
Others leave work by choice, because the jobs are not the kind of work they want to do, they are
unhappy with the pay or work conditions, or they experience situational problems that undermine
their performance, such as transport, health, or family difficulties. Lone parents, in particular, often
encounter unexpected difficulties with the cost and reliability of childcare and transport, balancing
work and childcare responsibilities, and employers who are unwilling to accommodate their
employees’ family responsibilities.

Advancing within work is also increasingly difficult for low-wage workers. In fact, wage mobility

in the UK has declined since the 1980s,'® while wage inequality has grown.* Instead of moving
into better jobs over time, many low-wage workers remain stuck in low-level positions that require
few higher skills, are often part time or temporary, and offer few opportunities for training.?® Such

% There were three waves of surveys for the NDLP and WTC samples, but only two waves for the
ND25+ group.

15 See, for example, Nunn et al., 2007.

6 Arulampalam, 2001.

7 Stewart, 2007.

18 Dickens, 2000b; Stewart and Swaffield, 1999.
19 Machin, 1999.

20 Dickens, 2000a.
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conditions make it difficult to climb a career ladder. Some research also suggests that employees
who earn the lowest wages and whose working conditions are poor are generally less able to
negotiate better working conditions for themselves?* and are actually more likely to return to
benefits than to improve their earnings.?? Lone parents who do work face the added challenge of
balancing family and work responsibilities, which may make it more difficult to pursue advancement
opportunities, including working longer hours.

1.3 Policy background

ERA was envisioned as a next step in Britain’s ‘welfare-to-work’ policy, which has been evolving since
the early 1970s, when the Government began supplementing the wages of working families to help
them overcome the cycle of unemployment and in-work poverty.

In its third year in office in 1999, the Labour Government faced a quarter to a third of children living
in relative poverty - a rate that, if measured by the contemporary index of the proportion of families
with incomes below 60 per cent of the national median, had doubled between 1979 and 1995. More
than half of lone parents remained out of work. In response, the Government made two important
pledges:

« to halve the child poverty rate by 2010 and to eliminate child poverty by 2020; and

« to raise the proportion of lone parents in paid work for at least some hours each week to 70 per
cent by 2010.

The policies that have ensued - particularly those directed at lone parents - were largely aimed

at meeting these goals. For example, tax credits were designed to ‘make work pay’ by providing
enough incentive to work while meeting the increasing challenge of keeping low-paid workers’
standards of living in sync with those of the working majority who have higher earnings. In 1999,
the Working Families’ Tax Credit was introduced, offering more generous wage supplements to
low-income workers as well as help covering most of the formal cost of childcare. This reform was
underpinned by the National Minimum Wage, which took effect in the same year, and which many
believed was essential, in part, to prevent employers from reducing wages in the face of higher
government-funded wage supplements. In 2003, the Working Families’ Tax Credit was replaced by
the WTC, which was the first major tax credit also available to low-paid workers without children,
and the Child Tax Credit, which simplified support so that families with children could have a clearer
idea of how much they could expect to receive in and out of work. The new Coalition Government
has plans to streamline and re-engineer the current system of benefits and tax credits, starting in
2013.

1.3.1 Welfare-to-work policy for lone parents

Over the past decade, lone parent welfare-to-work policies have been aimed at tackling child
poverty and family worklessness. The UK Government is committed to eradicating child poverty by
2020. Helping lone parents through financial assistance and supporting them in employment was
(and is still) considered to be the main route to improving children’s and parents’ future life chances.

NDLP, the first of such strategies, was introduced in 1998, with the primary aim of increasing lone
parents’ employment. This voluntary programme was operated by Jobcentre Plus. NDLP participants
were assigned a Personal Adviser to provide pre-employment job coaching services. Personal

2 Dex and Smith, 2001.
2 Dickens, 2000b.
23 See Appendix Table B.1 for a chronological summary.
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Advisers could offer job search assistance and try to address any barriers participants had that
challenged their search for work. Personal Advisers could also inform participants of their likely
in-work income and help them access education or training programs or Employment and Support
Allowance if their capability for work was limited by a disability or health condition.

Since 1998, almost 824,200 lone parents have joined NDLP, and since October 1998, over 458,000
lone parents in the programme have found work.?* The employment rate for lone parents also
increased during roughly the same period, from 45 per cent in 1997 to over 56 per cent in spring
2006, although a number of factors may have contributed to that increase. Still, some research
pointed to high job exit rates and continued cyclical benefit receipt patterns among NDLP
participants.?®

Many observers have recognised the importance of increasing work to reduce child poverty. With
over half (58 per cent) of children in non-working lone parent families living in poverty, compared
with 19 per cent of children of lone parents who work part time and only seven per cent of those
who work full time,? the Government has deepened its efforts to get more lone parents into paid
employment.

It is within this context that a more radical change to the welfare system for lone parents was
announced in 2007 with the Labour Government’s plans to move more lone parents onto ‘active’
benefits that condition benefit receipt on looking for work. This directly affected eligibility for Income
Support, which is a largely unconditional cash transfer. Since 2008, a policy referred to as Lone
Parent Obligations required increasing numbers of lone parents to engage in job search activities

as a condition of receiving cash benefits. In one step in this direction, lone parents with a youngest
child aged 12 or older (rather than 16 or older, as had traditionally been the rule) were no longer
entitled to Income Support solely on the basis of being a lone parent. Instead, they could claim
Jobseeker’s Allowance, which required them to look for suitable work of 16 or more hours per week.
This obligation was extended in October 2009 to other lone parents with a youngest child aged

ten or older, and in October 2010 to those with a youngest child aged seven or older. The same
condition will be applied to lone parents with a youngest child of age five commencing in early 2012.

Lone parents who continued to receive Income Support were required to participate in Work-
Focused Interviews at Jobcentre Plus and invited to participate in the voluntary NDLP programme.
In April 2008, that programme was revised in ways that gave more attention to job retention and
advancement, borrowing some ideas from the ongoing ERA demonstration, which included in-work
adviser support and an Emergency Discretion Fund for lone parents who entered work for at least
16 hours per week. The revised programme was rolled out nationally as part of what was called

the New Deal Plus for Lone Parents (ND+fLP) programme.?” At the same time, a wage supplement,
known as In-Work Credit, which had been piloted since 2004, was rolled out nationally to lone
parents who had been on Income Support or Jobseeker’s Allowance for at least 12 months and who
moved into work of at least 16 hours per week (in contrast to ERA’s 30 hours per week requirement).

24 Lessof et al., 2003, p 6; Yeo, 2007, p 15.
% Yeo, 2007, p 16.
26 Department for Work and Pensions, 2010.

27 ND+fLP, piloted in 2005, offered a more coherent package of support, which extended into
employment, than NDLP. It was rolled out nationally to lone parents in 2008 in advance of
Lone Parent Obligations. The ND+fLP pilot (which also included support for couple parents)
came to an end in July 2010. Some members of the ERA NDLP control group may have been
involved in this voluntary system of support, but because the changes occurred near the end
of the follow-up period, they are not likely to have changed the overall pattern of impact
results reported in later chapters.
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Low-income lone parents who were not eligible and became recipients of Jobseeker’s Allowance
were, like other recipients, required to look for work as a condition of receiving benefits. However,
those with children under age 16 could meet the requirement with fewer hours of work and,
additionally, for those with children under age 13, hours tailored to their children’s school schedules.
They could receive job search guidance from Jobcentre Plus advisers, and if they remained unable
to find work, they could be referred to other government welfare-to-work programmes operated by
private not-for-profit and for-profit providers.

1.3.2 Welfare-to-work policy for recipients of Jobseeker’s Allowance?®

Until recently, policy for recipients of Jobseekers’ Allowance had remained relatively stable.
Generally, for the first 18 months of a claim, recipients 25 years of age or older were required to
submit evidence of completing a job search activity at a fortnightly meeting held at Jobcentre Plus.
After 18 months, claimants were mandated to join the ND25+ programme, the principal back-
to-work programme for longer-term unemployed people. A Gateway period of up to four months
consisted of reqular advisory meetings and possible referral to basic skills training and specialist help
to address other work barriers. This was followed by an Intensive Activity Period that lasted up to

26 weeks. The Intensive Activity Period entailed mandatory work-related activities, such as work-
focused training, work placements, and workshops to bolster motivation and confidence. The focus
was on getting people into work, rather than helping them to stay in work and advance.?®

The recent changes in lone parent welfare-to-work policy, in parallel with changes in entitlements
to disability and health-related benefits,*® have greatly altered the profile of Jobseeker’s Allowance
claimants, introducing greater variation in support needs. To address this diversity and to more
vigorously tackle unemployment, the previous Labour Government introduced major changes in
Jobseeker’s Allowance. In April 2009, it introduced the Jobseekers Regime and Flexible New Deal in
28 of the 50 Jobcentre Plus districts across England, Scotland, and Wales. It applied the concepts of
escalating conditionality as a claim progressed, increasing adviser flexibility to apply interventions,
and mandating work-related activities at an earlier time in a claim.

1.3.3 Welfare reform in 2011

In June 2010, the new Coalition Government announced its intention to overhaul and further
streamline the employment, welfare, and benefits systems. From mid-2011, a new Work
Programme will be implemented across Great Britain to provide a holistic and comprehensive

range of services for all jobseekers. It will replace other back-to-work schemes,including the New
Deal programmes, but include similar forms of assistance. Generally speaking, Jobcentre Plus will
continue to offer assistance in finding jobs, but it will refer those who are more difficult to assist and
those unable to find work within a specified amount of time (one year or less, depending on the
group) to contracted providers for more intensive assistance and job placement. The providers will
operate under performance-based contracts.

28 See Table B.2 for a chronological summary.

2 In some areas of Great Britain, where there were higher concentrations of long-term
unemployment, Employment Zones replaced ND25+. These services were contracted by DWP
to private sector suppliers. Employment Zones were not operating in areas where ERA was
implemented.

30 From October 2008, the implementation of a new Work Capability Assessment (WCA) with
broader measurement criteria meant that increasing numbers of non-working people
with health- and disability-related issues were identified as ‘fit for work’ and subsequently
registered for Jobseeker’s Allowance.

31 Knight et al., 2010.
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1.4 Design of the ERA programme

A team established by the Cabinet Office in 2001 to devise the ERA demonstration sought to
develop an intervention that would build on, but go beyond, the kinds of assistance already offered
by the New Deal.? They hypothesised that a mix of job coaching, advancement guidance, and
financial incentives while participants were employed would improve individuals’ persistence

and advancement in work. Before entering employment, participants would be supported to find
good jobs with prospects for advancement and encouraged to seek full-time employment. Once
in work, they would be offered continuous close support, including advice on how to find a better
position with the same employer or a new employer, as well as financial incentives to stay in
work and take up training opportunities. The in-work support would also help them to continue

to resolve situational problems (like child care and transport issues) that threaten to undermine
stable employment. The design envisioned that these strategies, working in combination, would
help participants achieve steadier employment, better jobs, and higher earnings than they could
achieve on their own or with the help of existing welfare-to-work services focused primarily on job
placement.??

The development of the programme was inspired by a similar demonstration project already being
implemented in several US states, referred to by a similar name. Launched in 1999, the US ERA
project tested a variety of retention and advancement models, many of which included similar kinds
of post-employment advisory support adopted by UK ERA (see Box 1.1). One programme, in the
state of Texas, also included financial incentives for sustained full-time employment and, overall,
was most similar to the UK ERA model. Many of the early findings from the US project informed the
implementation of the UK ERA programme. The evaluation of the US programmes was directed by
MDRC, which also leads the consortium conducting the UK ERA evaluation. MDRC helped to build a
learning exchange across the two projects, involving practitioners as well as researchers.

Box 1.1  Description of the US Employment Retention and Advancement
project

Research completed since the 1980s has yielded substantial knowledge about how to help

US-based welfare recipients and other low-income individuals prepare for and find jobs. Many

participants in these successful job preparation and placement programmes, however, ended

up in unstable, low-paying jobs, and little was known about how to effectively help them keep

employment and advance in their jobs. The US Employment Retention and Advancement

(US ERA) project sought to fill this knowledge gap, by examining over a dozen innovative and

diverse employment retention and advancement models developed by states and localities for

different target groups, to determine whether effective strategies could be identified.

(Continued)

32 For a detailed discussion of the design process, including all the background and theoretical
considerations behind the ERA design, see Morris et al., 2003.

33 Inthe design phase, there was a great deal of deliberation about whether to test several
variants on the treatment, such as incentives alone, adviser support only, or a combination
of approaches. The decision to test the combination was based on the complexity of
implementing a differential impact design, as well as evidence from US studies that incentives-
only or adviser-only interventions were less likely to be effective than the combination of these
two elements.
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Box 1.1 Continued

Using a random assignment research design, the US ERA project tested the effectiveness of
models that attempted to promote steady work and career advancement for current and
former welfare recipients and other low-wage workers, most of whom were women and
lone parents. Unlike the UK ERA model (which tested one model for different populations
and locations), the US ERA evaluation studied highly diverse and decentralised models. The
programmes - generally supported by existing public funding, not special demonstration
grants - reflected state and local choices regarding target populations, goals, ways of providing
services, and staffing. The US ERA evaluation is being conducted by MDRC, under contract to
the Administration for Children and Families (ACF) in the US Department of Health and Human
Services, with additional funding from the US Department of Labor. Final effectiveness findings,
or impacts, are available for 12 of the 16 US programmes.3*
Key findings
+ Of the 12 US ERA programmes, three produced positive economic impacts; nine did not.
Increases in employment retention and earnings were largest and most consistent over
time in the Texas ERA programme in Corpus Christi (one of three sites that operated this
program); the Chicago ERA programme; and the Riverside County, California, Post-Assistance
Self-Sufficiency ERA programme. Of these, Corpus Christi’s was most similar to UK ERA.>
These programmes increased annual earnings by between seven per cent and 15 per
cent relative to control group levels. Each of them served a different target group, which
suggests that employment retention and advancement programmes can work for a range
of populations. However, three-fourths of the US ERA programmes did not produce gains
in targeted outcomes beyond what control group members were able to attain on their
own with the existing services and supports available in the US ERA sites, which highlights
the difficulty programmes in the US have had in improving these outcomes. An analysis
of subgroup impacts found that programmes had better impacts among those who had
moderate previous labour market attachment (those who were on the edge of good or bad
advancement trajectories).

« Increases in participation beyond control group levels were not consistent or large, which
may have made it difficult for the programmes to achieve impacts on employment
retention and advancement. Engaging individuals in employment and retention services was
a consistent challenge.

A related demonstration project, the Work Advancement and Support Center (WASC) demonstration,
was launched in the US in 2005, two years after the UK ERA programmme began. MDRC designed

and is evaluating WASC.2¢ Early findings from both the US and UK ERA programmes subsequently
informed the implementation of WASC. The US ERA and WASC programmes were implemented by

a variety of public and non-profit operators, including the public welfare and workforce systems,
community-based organisations, and for-profit providers.

1.4.1 The target groups

The ERA programme targeted two groups of lone parents: an unemployed group that was entering
the NDLP welfare-to-work programme and a group working part time between 16 and 29 hours

34 Hendra et al., 2010.

3> The UK ERA and Corpus Christi ERA programmmes are compared in Lundquist and Homonoff,
2010.

36 Miller et al., 2009.
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a week and receiving WTC. It also targeted longer-term unemployed job seekers (mostly men)
who were at least 25 years old, claiming Jobseeker’s Allowance, and mandated to join the ND25+
welfare-to-work programme.

ERA’s two lone parent target groups represented lone parents who entered ERA at very different
stages in their working lives. The group entering through the NDLP programme was interested in
working, usually after an extended period of time out of the labour force; for them, job retention
was likely to be an immediate priority and advancement a more distant goal. In contrast, members
of the already employed WTC group were more focused on improving their current position in the
labour market. Viewing the effects for NDLP and WTC lone parents in tandem may thus offer a rough
sense of how ERA might affect outcomes for lone parents when introduced at these different points
in their working lives, although other important differences distinguished the groups, as discussed
below.

These different target groups brought to ERA different kinds of employment challenges. They had
different capacities, labour market histories, and perspectives on work and advancement. But all of
them were expected to face difficulties progressing in work without assistance, which is why they
were targeted by ERA.

Most of the people who entered the NDLP programme were mothers, and many faced an array of
labour market disadvantages, such as lack of work skills and experience, poor family health, financial
disincentives to working, lack of confidence, problems with transport, lack of job opportunities,

and employer reluctance to offer flexible work conditions.?” Many lone parents also struggled to
balance work and care for their children, which often resulted in employment instability. Findings
from interviews in a national survey in 1999 and 2000 showed that 17 per cent of lone parents in
employment left for either unemployment or inactivity.* Other research on NDLP itself found that
20 per cent of lone parents who left Income Support returned within about ten months,* and that
lone parents had higher job exit rates than parents in couples and single childless women, even after
personal and job characteristics were statistically controlled.*® At the same time, studies found that
employment rates for lone parents steadily increased during the time the ERA programme operated.

Much less was known about the broader group of lone parents who receive WTC payments, in part
because Jobcentre Plus does not traditionally serve this group and so does not have information on
their demographic characteristics and barriers to work. However, data from the 2001 Families and
Children Survey indicated that they, too, were disadvantaged and faced employment challenges. For
example, many lacked the transport needed for steady employment, and many lived in (subsidised)
social housing, although to a lesser extent than NDLP lone parents.

Individuals served by the ND25+ programme have long been characterised as having sometimes
extreme and multiple barriers to employment. At the time the ERA demonstration was launched,
nationally about 80 per cent of ND25+ customers were men, although the number of women
entering the scheme had been increasing. About 13 per cent belonged to an ethnic minority.*! Those
with multiple disadvantages may have represented at least a quarter of the caseload, totalling
about 100,000 entries a year. At least a third of these were on their second or third spell in the
system. In total, about three-quarters of a million people had entered ND25+, and about 300,000

of these (roughly 40 per cent) had been recorded as leaving the scheme for paid work. The typical
caseload was about 60,000 participants.*

37 Millar and Ridge, 2002.
38 Marsh, 2001.

39 Hales et al., 2000.

40 Evans et al., 2004.

41 Adebowale, 2004.

42 Adebowale, 2004.



22 Introduction

1.4.2

Pre- and post-employment services

Table 1.1 summarises the staff and services available through ERA, compared with the services
available to participants who were not in ERA. The following sections set out the full details of the

ERA design.

Table 1.1

and non-ERA (control group) customers

Staff, incentives, and services available to ERA (programme group)

Feature

New Deal Target Groups

WTC

ERA
(Programme)

Non-ERA
(Control)

ERA
(Programme)

Non-ERA
(Control)

Job coaching staff
* PA: Personal Adviser
* ASA: Advancement Support Adviser

ASA

PA

ASA

Eligible for New Deal pre-employment
services
* Job placement assistance

* Advice on training and increasing
skills

Eligible for in-work support

* Coaching on advancement in
current position and/or finding a
better job

* Rapid re-employment services when
necessary

Eligible for in-work bonuses

* Retention Bonus: Up to six
payments of £400 for each period
when customers work 30 or more
hours per week for 13 out of 17
weeks

* Training Bonus: Tuition payment of
up to £1,000 if training undertaken

while working; if training is
successfully completed, £8 for every
hour of training, up to £1,000

Eligible to receive Adviser Discretion

Fund (ADF) money

* Pre-employment funds available to
help customers obtain work

Eligible to receive Emergency

Discretion Fund (EDF) money

* In-work funds available to help
customers stay employed
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Individuals assigned to the ERA programme worked with an Advancement Support Adviser for a
maximum of 33 months over both pre-employment and in-work periods. The ERA advisers were
drawn largely from the pool of Personal Advisers already working at Jobcentre Plus in the selected
districts, and they were provided training on how to deliver ERA services. The goal was to enlist
‘typical’ advisers so that the evaluation would represent a strong test of the ERA model as delivered
by the kinds of staff who usually serve as advisers, not as delivered by the ‘best’ staff. The design
envisioned that the 33-month service period would allow out-of-work participants about nine
months to find a job, followed by two years of in-work support. ERA participants in the WTC group,
who were already working, would begin receiving in-work support immediately but would still
receive support for up to 33 months.

ERA was designed so that, in the pre-employment stage, advisers coached their ERA participants

to consider the advancement opportunities of a job before taking it and to try to identify work that
would be a good fit with their skills and interests. (As previously documented, challenges were
encountered in implementing this strategy, and it was never fully achieved in practice.)** Once in
work, coaching continued in order to help participants address any continuing or new barriers to
their employment and to help them advance in their work (for example, by obtaining higher wages,
more hours, a promotion, better pension provision, or a better job). ERA advisers not only listened
carefully for any signs of difficulty in work, but also to help participants envision advancement even
when they were not experiencing difficulties.

ERA advisers could also step in to support participants in periods of stress by helping them
re-arrange their childcare, if necessary, or advising on renewing a claim for tax credits. To guide
their work with participants, advisers developed a personalised Advancement Action Plan with

each of them, which set out job search, retention, and advancement steps. The plan, reviewed at
each face-to-face meeting, was individually tailored to the participant to: (1) balance short-term
requirements with longer-term ambitions and goals, (2) consider local labour market opportunities,
(3) lay down steps to achieve goals, (4) connect to other services to address special barriers, and (5)
identify appropriate education or training courses.

ERA advisers also had access to an Emergency Discretion Fund, which was a pool of up to £300

per participant to avert minor financial emergencies that threatened to prevent a participant from
continuing in work, such as the need for special clothing, new tools, or car repairs, or help with
short-term childcare problems. Monies from the fund became available only when a participant

was employed for 16 hours or more per week. These resources were separate from the regular pre-
employment Adviser Discretion Fund, which was already available to Jobcentre Plus advisers to help
unemployed New Deal participants cover immediate expenses that might facilitate their taking a job.

1.4.3 Financial incentives

In addition, the ERA programme included financial incentives designed to promote work retention
and advancement. These incentives (as well as Emergency Discretion Fund payments) were tax-free
and did not count as income against entitlement to benefits or tax credits.

Employment retention bonus

To motivate ERA participants to enter full-time work, and to do so earlier than they might normally
have considered, ERA offered up to six payments of £400 when participants worked 30 or more

#  See Chapter 3 of Dorsett et al., 2007.
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hours per week“* for 13 out of 17 weeks (or about 75 per cent of the time).* This amounted to
£2,400 for a participant who received all six payments.“® Participants were required to provide
evidence of their employment and hours by showing wage slips and to come into the office to
claim their retention bonus. This contact provided another opportunity for face-to-face interaction
with their adviser. This feature of the model was deliberately included as one way to integrate the
services and incentives components of the model.

Training bonus

ERA participants were also eligible for financial incentives to combine work with training. This was
intended to encourage them to invest time and effort in developing skills that might promote their
long-term career progression. While in work for at least 16 hours per week, participants qualified for
tuition payments of up to £1,000 for approved courses that reflected the agreed goals in their own
Advancement Action Plans and corresponded with local labour market needs. These payments were
made directly to the training providers.

Participants who successfully completed an approved course received an additional bonus of £8
for every hour of training completed, up to a maximum of £1,000 (or 125 hours). It was paid only
for training within the 33-month ERA service period, so the courses had to be completed within this
time for participants to receive the bonus.*

1.5 The random assignment design and the intake process

The ERA programme, which had a limited number of available slots, was implemented as a random
assignment demonstration, meaning that individuals in the three target groups who volunteered
for the programme were assigned at random - regardless of their background characteristics - to a
programme group that was enrolled in ERA or to a control group that was not enrolled in ERA. The
control group continued to receive the standard New Deal services or to receive WTC. They could
also receive whatever services were normally available to them. This design resulted in two groups
that were similar at the outset; the only difference was that one group was offered ERA services
and incentives, while the other was not (the services that the control group members were eligible
for are represented in the non-ERA columns in Table 1.1). Thus, in comparing the outcomes of the
two groups over time, statistically significant differences that emerge can be attributed to ERA with
confidence.

Figure 1.1 illustrates the random assignment process, which varied somewhat between the New
Deal and WTC target groups. Entering into the programme was voluntary for members of the three
target groups. When they came into Jobcentre Plus offices, their basic demographic information was
recorded and they were informed of the possible advantages of participating in the ERA programme.

#  In 1997, the Organisation for Economic Co-operation and Development (OECD) set 30 hours
as the cut-off to delineate part-time and full-time work (OECD, 1997). In ERA, part-time work
is tied to WTC eligibility rules, which set the threshold at a minimum of 16 hours per week and
specify that an extra amount is to be paid for work of 30 hours or more per week.

% This provision was intended to accommmodate the likelihood that many workers might lose jobs
and offered an incentive for quick re-employment.

% Atthe currency exchange rate in effect on 11 February 2008, these retention bonus payments
were equivalent to USS780 and USS4,680, respectively.

47 ERA participants could claim the payment after the 33-month period as long as the training
was completed within the 33 months; this was to allow for delay in production of certificates.
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Figure 1.1 Random assignment process

A. For New Deal for Lone Parents and New Deal 25 Plus groups:
New Deal
Job coaching and In-work
placement assistance support from
p from Advancement  — JOB —»|  ASAs and
rogramme group|__ Support Advisers (ASAs) financial
(ERA) Advancement focus . -
incentives
Random /
assignment
during
New Deal + New Deal
intake at * Regular job coaching
Jobcentre Plus Control group »  and placement
assistance from L 5 JOB
Personal Advisers (PAs)
B. For Working Tax Credit group:
In-work
support from
Programme group »| ASAsand
(ERA) financial
incentives
Random assignment
JoB at Jobcentre Plus
Control group

They were then invited to enter the demonstration ‘lottery,’ told that they had a 50 per cent chance
of being selected for the programme, and asked to sign an informed consent form in which they
agreed to allow researchers access to certain types of data about them, whether they were assigned
to the ERA programme group or to the control group.

The ERA demonstration was rolled out in six Jobcentre Plus districts (areas of varying sizes and
populations demarcated across Britain by DWP) within six regions. Figure 1.2 shows the approximate
locations of these six areas. One district was in Scotland, one was in Wales, and four were in

England. The regions in England included the East Midlands, London, North East England, and North
West England.



26 Introduction

Figure 1.2 Map of the six ERA districts
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The random assignment process was carried out successfully. As a result, programme and control
group members shared similar characteristics, on average. This helped ensure that the control group
would provide unbiased estimates of how programme group participants would have progressed
over time had they never encountered ERA. The ERA demonstration represents the first time in the
UK that a random assignment social policy evaluation has been carried out on such a large scale.
Over 16,000 people were successfully randomly assigned within 58 offices.




Introduction 27

The evaluation design was influenced by random assignment evaluations done in the US. Given

the pioneering nature of this initiative, a special study, published in 2006, was undertaken to
describe and capture lessons from the implementation of the random assignment process itself,
including staff and customers’ reactions.“® The study found that, although the process was not
without its challenges, and although it appears, with hindsight, that some procedures could have
been implemented better, the random assignment process generally proceeded well, especially
considering the scale of the ERA programme. Most customers and staff viewed the process as fair,
and although some people assigned to the control group were disappointed in the outcome, there
were no major complaints arising from the random assignment process. This experience shows that
random assignment is practical in a UK context, which has encouraging implications, even beyond
the ERA demonstration. It is still the case, however, that randomised trials are less frequently used in
the UK than in the US.

1.6 The role of Technical Advisers

To help ensure that the implementation of random assignment and of ERA services and incentives
went as planned, the evaluation consortium recruited seven Technical Advisers - one for each
district, plus a senior Technical Adviser manager - to work on the project. They were recruited largely
fromm among Jobcentre Plus staff. Once they were selected, they were seconded to and placed on
the payroll of the Policy Studies Institute, one of the consortium research partners. The Technical
Advisers remained with the project for two years and worked under the direction of the evaluation
consortium. They spent most of their two years in the district offices, setting up and monitoring
random assignment procedures, helping to train local staff on ERA procedures, and contributing
‘good practice’ ideas. They worked in close partnership with the DWP Project Team, which had main
oversight and monitoring responsibility for the implementation of ERA.

Their post outside the Jobcentre Plus management structure allowed them to contribute an
additional perspective on how the project was progressing at a local level. At the same time, their
experience of working in Jobcentre Plus ensured that they were able to give advice that took full
account of operational realities, enhancing their credibility with ERA staff.

1.7 Timeline of ERA implementation

Random assignment began in October 2003 in five of the six ERA districts and in January 2004 in

the sixth district (see Figure 1.3). Intake for the New Deal groups ended about a year later. Intake for
the WTC group was extended until April 2005 to increase the number of participants in this group.
There were unique challenges in recruiting WTC recipients into the sample, because they were not
already coming into the Jobcentre Plus offices for services. Additional efforts to recruit WTC sample
members were made in the East Midlands district, and this region has by far the largest WTC sample.

Following their 33-month service period, the first participants moved off the programme beginning
in July 2006. The last participants exited ERA in October 2007.

48 Walker et al., 2006.
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Several other policies affecting Jobcentre Plus coincided with the implementation of ERA. Figure 1.3
highlights a few of these policies. In 2003 and 2004, the Pathways to Work pilot, an employment
programme for recipients of Incapacity Benefit and disabled recipients of Income Support, began

in three of the six ERA districts. Although this intervention did not directly affect ERA participants,

it was a priority programme for districts and district resources. Some evidence suggests that this
affected the senior management attention and funding dedicated to ERA within the local Jobcentre
Plus offices during the first year of ERA operations, before DWP ringfenced*® ERA funds.

DWP also implemented important changes in staffing and performance goals for Jobcentre Plus
while ERA was operating. These occurred near the end of the programmme’s operation, but well
within the five-year period covered by the impact evaluation. In January 2006, Jobcentre Plus
underwent an organisational review, which resulted in staff reductions and re-organisation. Also,
beginning in April 2006, Jobcentre Plus changed the focus of its performance goals from Job Entry
Targets to a more varied set of Job Outcome Targets. The Job Entry Targets measured performance
by the number of customers Jobcentre Plus staff helped enter into work. They required that

staff demonstrate that customers began work following staff intervention. The Job Outcome
Targets, in contrast, measured all off-flows of customers from benefits into work, including those
for whom there had been no specific intervention. The goal of this change was to allow staff to
encourage customers to take their own initiative to find work and to eliminate the need for staff to
‘manufacture’ interventions in order to claim a job entry. Importantly, while the Job Entry Targets
had linked job submissions to individual advisers, the Job Outcome Targets were measured at the
district level. This took some of the pressure off individual ERA advisers to minimise post-placement
support in favour of quick job placements.

As previously noted, some elements of ERA influenced the continuing evolution of welfare-to-work
policies. In December 2007, DWP announced welfare reforms that included a national roll-out of
ERA-style in-work adviser support as part of the Flexible New Deal.*°

1.8 Scope of the ERA evaluation

The evaluation of ERA is divided into three main research strands:

+ A process study: The purpose of this study, which relies on qualitative and quantitative data,
is to understand how ERA was implemented ‘on the ground’ - whether it was implemented as
envisioned in its design, what challenges staff encountered in operating the model, and how
service delivery strategies varied across the six sites. It is intended to provide insight into possible
reasons for the programme’s impacts or lack of impacts.

« Animpact study: This study uses administrative records data and customer surveys to compare
the service receipt, employment, earnings, benefits receipt, and other outcomes for ERA
participants with those of the control group members. For example, it examines whether ERA
participants worked more than control group members during the evaluation follow-up period,
whether the earnings of the programme group were higher than those of the control group, and
whether reliance on government benefits was reduced.

+ A cost-benefit study: The study examines the net economic gains or losses (or net present value)
generated by ERA by comparing the costs of the programme with the financial benefits it induces.
It assesses these gains and losses separately from the perspectives of ERA participants; the
Exchequer, which paid for the programme; and society as a whole (which offers a perspective by
adding the results of the participant and Exchequer perspectives).

#  Ringfencing, as the name implies, meant setting aside staff and/or resources specifically for
ERA.

% Morgan, 2009.
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This report focuses on all strands of the analysis. It updates the assessment of ERA’s
implementation provided in earlier reports, and it examines in detail ERA’s impacts, benefits, and
costs over the five years following random assignment.

1.9 The remainder of this report

The remainder of this report is organised as follows:

Chapter 2 sets the stage for the core analyses by describing the economic context within which
the ERA demonstration was launched and operated. It discusses the characteristics of ERA sample
members, showing how those characteristics varied across the three target groups and the six
districts. It also describes in more detail the data sources used in the report.

Chapter 3 discusses programme operations, summarising the findings from previous reports and
exploring how programme group members coped with the end of the programme. Chapter 3
also reports on the patterns of programme participation and service receipt and updates receipt
of financial incentives through the end of the programme. Drawing on qualitative as well as
quantitative data, it focuses on participants’ experiences once employed and compares patterns
of in-work receipt of services among working participants in ERA with the experiences of workers
in the control group.

Chapter 4 describes the impacts of ERA on employment, earnings, and benefits receipt over the
five years after random assignment for the NDLP and WTC lone parent target groups. It also
focuses on the effects of ERA on training and non-economic outcomes and gives special attention
to ERA’s effects on various measures of employment retention and advancement.

Chapter 5 analyses the variation in ERA’s impacts for the NDLP and WTC target groups across key
participant subgroups and, for the NDLP sample, across local Jobcentre Plus offices. It considers
whether the programme’s effects are broadly based or driven by particular office implementation
features or the types of participants enrolled in their local ERA programme. The chapter also looks
at the relationship between impacts on training and impacts on labour market outcomes.

Chapter 6 analyses the impacts of ERA on labour market outcomes for long-term unemployed
participants in the ND25+ target group.

Chapter 7 examines the benefits and costs of ERA from multiple perspectives for each target
group.
Chapter 8 presents some concluding observations about ERA’s findings and reflects on policy.

The Afterword offers some reflections on the unique capacity-building and learning exchange
goals of the ERA demonstration.
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2 Sample and sites

2.1 Introduction

This chapter describes the economic context in which the Employment Retention and Advancement
(ERA) demonstration was launched and operated, the types of people who enrolled in ERA, and the
data used in the analyses. It begins with a brief discussion of recent national economic trends. It
then discusses how the six regions in which the programme was implemented were chosen and
provides local economic and demographic information for each of these regions, illustrating the
wide variety of contexts in which ERA was implemented. These regional differences are important
because a goal of the demonstration was to determine whether ERA could be effective across

a variety of local environments. The chapter then compares the characteristics of the sample
members in each of the three target groups that enrolled in ERA. These groups were differently
positioned for achieving employment and advancement goals when they entered the programme,
which could influence how the programme affected them. The chapter concludes with a discussion
of the main data sources used in the evaluation.

2.2 National economic context

In order to understand broadly the economic context in which the demonstration was tested, it is
helpful to consider the national trends in employment and benefits receipt that relate to the ERA
target populations. Figure 2.1 presents a timeline of random assignment and data collection, as a
reference against which these trends can be compared. As the figure shows, the follow-up period
for the quantitative analysis presented in this report covers the first five years after each sample
member’s random assignment date.

The start and end dates of the five-year period vary depending on when a sample member entered
the study. For example, sample members who were randomly assigned in November 2003 were
followed through November 2008, whereas those who entered the study in March 2005 were
followed through March 2010. However, earnings data for this report, which were collected on a
tax-year basis, extend only through the 2008-2009 tax year.*!

During much of the follow-up period, the employment rate in Great Britain had been increasing,
following a trend that began in the early 1990s. However, national employment rates fell near
the end of the ERA follow-up period. Between 1999, when the Labour Government pledged

to decrease child poverty and increase the employment rate of lone parents, and 2004, the
national employment rate rose from 72.6 per cent to 74.9 per cent, an increase of about 2 million
individuals.>? It continued to increase slightly in 2005.52 The employment rate of lone parents
increased substantially after 1997, rising by nearly ten percentage points in less than a decade.>*

°1Asit turned out, for most sample members, the end of the five-year follow-up period fell
sometime between the months of November 2008 and January 2010. This means that the
earnings data do not cover through the end of the five-year follow-up period for most sample
members: for about 60 per cent of the New Deal for Lone Parents (NDLP) sample, about 65 per
cent of the New Deal 25 Plus (ND25+) sample, and about 85 per cent of the Working Tax Credit
(WTC) sample.

>2 Brewer and Shephard, 2005.
>3 Office for National Statistics, Nomis official labour market statistics.
>4 Brewer and Shephard, 2005.
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Similarly, the national unemployment rate began a downward trend in the early 1990s. It dropped
from 7.4 per cent in 1997 to 4.8 per cent in 2004, around the time that ERA was launched. This was
its lowest level in almost 30 years. Since 2004, however, the unemployment rate has increased,
reaching 5.5 per cent in 2006 and increasing dramatically to 7.7 per cent during the recession of
late 2008-2009. It reached 8.0 per cent in 2010 (see Figure 2.2). Thus, the ERA impact results were
measured during a period in which the national labour market was strong, but then weakened.

Figure 2.2 Unemployment rate in Great Britain, 1999-2010
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SOURCE: UK Office for National Statistics (2011) ‘Nomis official labour market statistics’.
Web site: www.nomisweb.co.uk.

NOTE: The data shown are for the population age 16-64.

Income transfer trends are also relevant for understanding the economic context in which ERA

was implemented. In Great Britain, the Income Support caseload for adults under age 60 has been
relatively stable since 1999 at just over two million. However, with improvements in the labour
market, the proportion of the population claiming Jobseeker’s Allowance declined over time, from
over six per cent in 1996 to under three per cent in 2006. The total national caseload for Jobseeker’s
Allowance declined from over a million in 1999 to under 800,000 in 2004, but it began to rise again
in 2005.%°

> Department for Work and Pensions, Tabulation Tool.
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The New Deal programmes involved in the ERA demonstration have served large numbers of
unemployed individuals. By 2004, over 700,000 lone parents had left the NDLP programme since
its inception in 1998. The NDLP caseload increased as the programme was built up and as the total
number of lone parents with older children in the country grew. By the end of 2004, the caseload
had reached over 70,000, but it subsequently declined by the end of 2006 to approximately
50,000.” The ND25+ programme has served slightly more participants: 720,000 individuals had
participated in the programme by the end of 2004. However, the ND25+ caseload declined to
approximately 50,000 in 2004 with the improving economy.*® The number then began growing
again, reaching 57,000 in 2006, when ERA was winding down.>® The subsequent recession caused a
further increase in these rolls.

2.3 The ERA sites

The six Jobcentre Plus districts chosen to be a part of the ERA demonstration are among about 50
Jobcentre Plus districts that were operating in 2006 throughout Great Britain. Rather than rolling ERA
out nationally, Department for Work and Pensions (DWP) and the research consortium selected a
limited number of specified districts in which to assess the feasibility and effectiveness of the ERA
model. They selected districts strategically to ensure that the programme would be tested across
diverse local settings.

The selection of districts occurred at the same time as DWP was implementing the Jobcentre Plus
service delivery system. Launched in April 2002, Jobcentre Plus merged employment and benefit
services that were previously located in separate agencies. This was a substantial administrative
reform, and it was decided that the ERA districts would be drawn from the 25 districts where the
new service delivery model had been operating for a minimum of six months before ERA began in
October 2003. This ensured that they would be relatively stable administratively by that time. The
consortium worked with DWP to identify six districts within the 25 that met the following criteria:

« All were to be districts with a large number of individuals expected to enter NDLP and ND25+.

« Some were to be districts with a substantial proportion of NDLP and ND25+ entrants from an
ethnic minority background.®°

+ The districts were to be spread across varied regions encompassing some urban, some semi-
urban, and some rural areas.

Based on these criteria, one district was chosen in each of the following areas: East Midlands,
London, North East England, North West England, Scotland, and Wales. The map in Chapter 1 (Figure
1.2) shows the approximate location of these six areas within Great Britain. Within each of the six
districts are a number of Jobcentre Plus offices of varying sizes. In total, ERA was operated in 58
local offices.

2.3.1 Local economic and demographic characteristics

Each of the districts had distinctive economic and demographic characteristics. Considerable
variation in local conditions also existed within some of the districts. Table 2.1 shows basic data

%6 Brewer and Shephard, 2005.
> Department for Work and Pensions, Tabulation Tool.
%8 Brewer and Shephard, 2005.
9 Department for Work and Pensions, Tabulation Tool.

60 Information on the number of ethnic minority participants by Jobcentre Plus district was
obtained from the New Deal Evaluation Database.
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on the population size and characteristics, unemployment levels, and number of people receiving
benefits in each district during ERA programme operations. Box 2.1 provides a short narrative about
each district during the ERA period to supplement the descriptions presented below. All of this
information can provide useful context for understanding the implementation and effects of ERA.5

Box 2.1 Local economic and demographic trends in the six ERA districts
during ERA

East Midlands: The district in the East Midlands was the largest of the six ERA districts, with a
population nearing a million in 2006. The population included large Afro-Caribbean and Eastern
European communities, especially in the city-centre areas. The Eastern European population
was continuing to increase, particularly from Poland. The district’s manufacturing base was
declining and was being replaced by a growing service industry, for example, in retail and health
care. The region had also seen an increase in construction jobs, as many new development
projects were under way. Unemployment was relatively low, hovering between 4 and 5 per cent
between 2004 and 2006. The Income Support and Jobseeker’s Allowance caseloads were about
average, but the percentage of the population receiving these benefits was the lowest among
the six ERA sites.

London: The district in London was one of the larger districts, with a population of around
867,000 in 2006. The district was urban and had a relatively high proportion of ethnic
minorities. Certain areas had significant proportions of Indian, Afro-Caribbean, African, and
Pakistani residents. There was also a growing migrant population from Eastern Europe. Much
of the population was employed in the service sector. Manufacturing had been on the decline
for several decades, but had been relatively stable since 2003. Unemployment in this district
increased from about 6.3 per cent in 2004 to over 7.4 per cent in 2006. The district had the
largest Income Support and Jobseeker’s Allowance caseloads in the study, with approximately
40,000 Income Support recipients and 18,000 Jobseeker’s Allowance recipients in May 2006.
However, the percentage of the population receiving these two benefits fell in the middle
compared with the other ERA sites.

North East England: The district in North East England was relatively small, at around 342,000
people in 2006. The vast majority of its residents were white and were born in England; only

a small proportion of this district was made up of recent migrants, although this percentage
increased somewhat around 2001. Large declines in manufacturing had resulted in a broader
economic base - including a high-tech sector, service industries, health and pharmaceuticals,
and automotives (part of a smaller but persisting manufacturing sector) - but had left higher
than average unemployment, at 7.9 per cent. North East England trailed only North West
England in the percentage of the population receiving Income Support and Jobseeker’s
Allowance.

North West England: The population in the district in North West England fell in the middle
relative to the other districts, at around 452,000. The district was urban and had a relatively
high proportion of ethnic minorities. The population included a diverse migrant community of
Eastern Europeans, Afro-Caribbeans, Asians, and Africans, particularly in some city-centre areas.
The newer migrant population was also increasing, in particular those from Eastern Europe. The
majority of the population in this region were employed in the service sector, and this number
was continuing to increase. At the same time, manufacturing had declined significantly since

Continued

61 The data in this section cover the period when ERA was operating. However, in many cases,
the information remains broadly accurate today.
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Box 2.1 Continued

the 1970s. Unemployment was higher than in the other districts, fluctuating between 7.4 and
8.7 per cent between 2004 and 2006, and, similarly, the percentage of the population receiving
Income Support and Jobseeker’s Allowance was the highest among the six districts. The
caseloads for these benefits were also relatively high.

Scotland: The district in Scotland was relatively large, with a population of about 785,000 in
2006, though the district encompassed sizeable rural areas. The proportion of the population
comprised of immigrants had increased somewhat in Scotland as a whole, and the ERA district
had seen increases, in particular, in its recent Polish migrant community. Hospitality and
tourism were major industries, while manufacturing had been on the decline, including during
ERA’s implementation. Unemployment was low, at 4.4 per cent in 2006. The percentage of the
population claiming Income Support and Jobseeker’s Allowance, as well as the caseloads for
these benefits, were relatively low.

Wales: The district in Wales was the smallest of the six sites; the population in 2006 was

about 319,000. Also encompassing comparatively rural areas, the vast majority of the
population in this district were white British; only 2.1 per cent of the population were from other
ethnic backgrounds. The service sector dominated the district’s economy, with media and
communications, financial and business services, public administration, and manufacturing
making up smaller sectors. Unemployment was low, but increased from about 4.6 per cent to
just over 5.1 per cent between 2004 and 2006. The district had the smallest Income Support
and Jobseeker’s Allowance caseloads, with approximately 13,000 Income Support recipients
and 5,000 Jobseeker’s Allowance recipients in 2006. The proportion of the population receiving

these benefits was also relatively low.

Table 2.1 Population, employment rates, benefits caseloads, and take-up rates
in the six ERA districts

East North East  North West
District Midlands London England England Scotland Wales
Local demographic and economic characteristics
Population, 2004 980,400 858,100 341,700 436,000 782,800 317,700
Population, 2006 990,400 866,600 341,500 452,000 785,300 319,000
Population density Semi-urban Urban  Semi-urban Urban Rural Rural
Unemployment rate, 2004 (%) 4.38 6.34 6.46 8.66 4.56 4.57
Unemployment rate, 2006 (%) 5.01 7.35 7.93 7.37 4.4 5.05
Caseload trends
Income Support caseload, May 2004 31,660 39,300 19,160 37,980 30,090 13,330
Income Support caseload, May 2006 30,070 39,950 17,420 36,090 28,370 12,630
Percentage of the population receiving Income
Support, 2004 (%) 3.23 4.58 5.61 8.71 3.84 4.20
Percentage of the population receiving Income
Support, 2006 (%) 3.04 4.61 5.10 7.98 3.61 3.96
Jobseeker's Allowance caseload, May 2004 12,220 15,350 6,920 10,500 13,420 4,020
Jobseeker's Allowance caseload, May 2006 14,740 17,990 7,860 11,160 12,520 4,940
Percentage of the population receiving Jobseeker's
Allowance, 2004 (%) 1.25 1.79 2.03 2.41 1.71 1.27
Percentage of the population receiving Jobseeker's
Allowance, 2006 (%) 1.49 2.08 2.30 2.47 1.59 1.55

SOURCES: UK Office for National Statistics (2007) ‘Nomis official labour market statistics’, Web site: www.nomisweb.co.uk; DWP

tabulation tool; interviews with DWP staff. Population and unemployment data for Scotland do not include one local authority
(Eilean Siar), for which data were not available.
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2.3.2 Population

During the period when ERA was operating (2003-2007), the population of the districts varied
considerably, ranging from under 320,000 in the Welsh district to nearly a million in the East
Midlands district.®? The districts in London and Scotland were also relatively large, while those in
North East England and North West England were somewhat smaller.

The population density also varied, as districts were chosen specifically based on this criterion. The
districts in London and North West England were more urban; the districts in Scotland and Wales
encompassed sizable rural areas; and the districts in the East Midlands and North East England were
comprised of a mix of urban and rural areas.

The more urban districts - those in London and North West England - also had relatively high

ethnic minority populations. Comparatively, the districts in North East England and Wales had a low
proportion of ethnic minorities. Despite these differences, new migrant communities across the ERA
districts were generally increasing. Several had growing migrant communities from Eastern Europe.

2.3.3 Major industries

All of the ERA districts have seen long-standing declines in manufacturing and rises in the service
sector. Manufacturing in the UK has generally been on the decline since the 1970s. In some districts,
such as London, manufacturing remained steady throughout the period of ERA’s implementation,
while in other districts, such as Scotland, manufacturing declines continued during ERA’s
implementation. The majority of the population in each district generally worked within the service
sector, although the predominant areas of employment within this sector varied across the districts.

2.3.4 Unemployment levels and trends

As shown in Table 2.1, unemployment rates varied substantially across the six districts.
Unemployment rates were highest in North West England (almost nine per cent in 2004). They were
higher than average in North East England and London as well. Unemployment rates were lower in
the East Midlands, Scotland, and Wales.

2.3.5 Benefits receipt levels and trends

Income Support caseloads for adults under age 60 varied across the districts, from a low of around
13,000 in Wales to a high in the London district of about 39,000.% Jobseeker’s Allowance caseloads
were lower than Income Support caseloads overall, varying from about 5,000 in the Wales district
to about 18,000 in the London district (see Table 2.1). The proportion of the population in each
district receiving these benefits roughly correlated with district unemployment rates. Thus, the

East Midlands, Scotland, and Wales districts were on the lower end of the spectrum, with less than
four per cent of their population receiving Income Support and less than two per cent receiving
Jobseeker’s Allowance in 2006. North West England was on the high end, with eight per cent of the
population receiving Income Support and almost 2.5 per cent receiving Jobseeker’s Allowance.

2.3.6 Summary of economic trends across the districts

Overall, the districts in the East Midlands and Wales generally showed stronger economic trends
during ERA’s implementation; their unemployment rates were relatively low, smaller proportions
of the populations claimed Income Support and Jobseeker’s Allowance, and the proportion of the
population receiving Income Support decreased somewhat after 2004. The district in North West

62 Office for National Statistics, Nomis official labour market statistics.
63 DWP, Tabulation Tool.
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England, by contrast, showed weaker economic trends; it had a high unemployment rate and a large
proportion of its population claiming benefits. The London and North East England districts fell in the
middle.

2.4 The research sample for this report

Reflecting the diversity of the districts included in the evaluation, the ERA research sample exhibits
considerable variation across districts in a number of important background characteristics.
Important differences also distinguish the NDLP, ND25+, and WTC target group samples, resulting in
part from the differences in eligibility criteria for ERA and the way in which those sample members
were recruited. The following sections describe the sample by target group and highlight some of
the main differences across the districts.

241 Characteristics by target group

Between October 2003 and April 2005, 6,787 people entered the ERA research sample from NDLP,
2,815 people entered the sample as WTC recipients, and 6,782 people entered the sample from
ND25+ across all six districts. All were randomly assigned to participate in the ERA evaluation (as
members of either the programme group or the control group). The three ERA target groups have
relatively different social compositions, as the profile summarised in Table 2.2 shows.5

NDLP group

NDLP sample members were mostly young to middle-aged women; 95 per cent were female. Over
80 per cent were under 40, and 15 per cent were racial/ethnic minorities. This generally aligned with
the demographics of NDLP entrants nationwide.

NDLP sample members faced significant barriers to work. About a quarter had no educational
qualifications, just under half had reached General Certificate of Secondary Education (GCSE) level,
and fewer had Advanced-level (A-level) qualifications.®> Two-thirds lived in social housing (housing
owned by the local Government or a private housing association), and only about a quarter lived in
privately owned or privately rented accommmodation.®® Over two-thirds did not have a driving licence
or access to a vehicle, and almost two-thirds cited barriers to work (which could include housing,
transport, childcare, health, basic skills, or other problems). Nearly half did not work at all in the
three years before random assignment, and just over a quarter worked 13 months or more during
this period. The children of the NDLP sample were quite young; the youngest child of 58 per cent of
the sample was under the age of seven, and only 16 per cent of sample members had a youngest
child over the age of 12 at the time of randomisation.

64 A fuller list of baseline characteristics can be found in Table B.3.

65 GCSEs are the main national qualification for 14- to 16-year-olds taken in a range of academic
and applied subjects. GCSEs constitute levels 1 or 2 on the National Qualifications Framework,
depending on the grade achieved. GCSE’s are a lower qualification than ‘A-levels’. A-levels are
recognised as level 3 on the National Qualifications Framework. They are normally completed
in years 12 and 13 of secondary school (age 17 to 19 years) and follow from GCSEs. They are
the main route into higher education.

% The social housing sector now on the whole accommodates fewer than one in four British
families with dependent children. Social housing provided by the Government is declining
in the UK. However, housing subsidised by private housing associations is increasing, and
demand for subsidised housing remains high, as the cost of private homes is rising.
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Table 2.2 Demographic profile of all customers randomly assigned between

October 2003 and April 2005

New Deal

Characteristic NDLP WTC 25 Plus
Gender (%)

Male 5.0 2.6 81.1

Female 95.0 97.4 18.9
Age (%)

Under 30 41.3 17.0 16.3

30-39 39.7 47.1 36.8

40 or older 19.0 35.9 46.9
Age of youngest child (%)°

No children 1.0 1.4 84.0

Under 7 57.8 36.8 8.9

7-11 25.4 31.8 3.0

12-16 153 25.9 2.3

17 or older 0.5 4.1 1.8
Race/ethnicity (%)

Ethnic minority 14.8 7.8 21.5

White 85.2 92.2 78.5
Education (highest qualification obtained)® (%)

None 23.2 12.1 36.3

GCSE 47.7 45.0 26.9

A-level 21.6 30.7 23.6

Other 7.6 12.2 13.2
Housing statuse (%)

Family 7.6 6.0 231

Social 66.5 37.6 45.9

Private 26.0 56.3 31.0
Number of months worked in 3 years prior to random assignment (%)

None 49.6 1.2 45.5

1-12 23.1 11.6 33.8

13+ 27.3 87.2 20.7
Cohort (%)

Early (October 2003 - May 2004) 52.1 19.1 47.8

Late (June 2004 - April 2005) 47.9 80.9 52.2
No driving licence or lack of access to vehicle (%) 67.5 331 77.2
Has barriers to work? (%) 65.3 68.0 62.9
Severely disadvantagede (%) 23.1 NA 20.1
Moderately disadvantaged® (%) NA 373 NA
Sample size 6,787 2,815 6,782

(continued)
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Table 2.2 Continued

SOURCE:  MDRC calculations from baseline information forms completed by DWP staff.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Sample includes all lone parent customers and all ND25+ customers randomly assigned between October 2003 and April
2005.

aChild’s age is asked only for children who are living with the customer.

®Customers who have GCSE qualifications refers to those who have passed a series of examinations in a variety of subjects,
usually taken at age 15 or 16. Those with A-level qualifications have passed a series of more advanced examinations usually
taken around age 18 or older. Those with no qualifications have completed neither series of examinations.

Family housing refers to situations where the customer is living with his/her parents or other friends or relatives. Social
housing refers to housing in which the local authority (local government) or a private housing association is the landlord.
Private housing refers to owner-occupied housing or housing that the customer rents privately.

dBarriers to work include housing, transport, childcare, health, basic skills, or other problems.

eSeverely disadvantaged refers to those NDLP customers with GCSE qualifications or lower, no work in the three years prior to
random assignment, and at least one barrier to employment.

*Moderately disadvantaged refers to those WTC customers with GCSE qualifications or lower and at least one barrier
to employment.

WTC group

Almost all of the WTC sample members were women. The WTC sample was older than the NDLP
sample, as nearly half were in their 30s, and another 36 per cent were age 40 or older. As would
be expected, the youngest child of members of the WTC sample was older than that of the NDLP
sample, with 62 per cent over the age of seven and 30 per cent over the age of 12 at the time of
randomisation.

The lone parents receiving WTC differed from the NDLP group in ways that underscore the
differences between groups of people who had worked more steadily and those who had been out
of work. Nearly 90 per cent of the WTC group reported working 13 months or more in the three years
before random assignment. In the WTC group, very few reported no work experience in the three
years before random assignment, as they had to be working at the time of random assignment to
enter ERA.

This group also reported better qualifications than the NDLP group, with only 12 per cent having no
qualifications at all and a greater percentage having qualifications beyond a GCSE. Over half lived
in privately owned or privately rented housing, a proportion much greater than among the NDLP
sample members. They had fewer transport barriers as well; only one-third reported no driving
licence or access to a vehicle, compared with two-thirds of the NDLP sample members. However,
the WTC sample members were almost as likely to report facing barriers to work; in their case, they
seem to have overcome these obstacles.

ND25+ group

ND25+ sample members differed in several ways from the lone parent target groups. ND25+ sample
members were largely older men - 81 per cent were male, nearly half were age 40 or older, and 84
per cent were age 30 or older. Sixteen per cent had dependent children at home, while more had
children living elsewhere. Twenty-two per cent were ethnic minorities - a higher proportion of ethnic
minorities than either of the two lone parent groups in ERA. More than a third had no educational
qualifications at all. The largest proportion (46 per cent) lived in social housing; 31 per cent lived in
private housing. Less than a quarter of the ND25+ sample members had a driving licence and access
to a vehicle. Nearly two-thirds cited barriers to work, 46 per cent had no work experience in the three
years before random assignment, and only 21 per cent said that they worked more than a year
during that time.
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2.4.2 Characteristics by target group and district

Part of the analysis in this report is conducted at the district level. In order to understand the
characteristics of sample members across the districts, Table 2.3 presents selected data regarding
sample members’ educational experience, housing situations, previous work experience, and other
characteristics, broken down by target group and district.

Table 2.3 Selected characteristics of all customers by district at the time of
random assignment, October 2003 - April 2005

East North East North West
Characteristic Midlands London England England Scotland Wales
NDLP (%)
Education
Highest qualification obtained®
None 21.9 18.8 25.0 28.2 213 26.7
GCSE 48.0 48.1 53.6 43.0 43.2 46.1
A-level 216 249 15.0 22.4 29.9 17.5
Other 8.5 8.2 6.3 6.5 5.6 9.8
Age of youngest child
No children 0.9 21 0.5 0.4 1.2 0.5
Under 7 57.9 56.6 56.6 57.8 58.5 61.6
7-11 26.3 25.7 25.7 26.6 232 22.7
12-16 14.6 15.2 16.4 15.0 16.6 14.7
17 or older 0.4 0.4 0.8 0.2 0.5 0.6
Social housing® 60.9 65.4 71.0 719 66.0 65.7
Ethnic minority 7.4 37.8 1.2 26.4 1.1 2.3
No driving licence or lack of
access to vehicle 61.5 65.5 76.9 71.5 75.5 55.0
Has barriers to worke 77.1 59.6 61.3 64.6 61.5 61.6
Number of months worked in 3
years prior to random assignment
None 46.4 59.0 48.9 53.7 39.7 40.4
1-12 22.3 19.0 23.0 23.1 26.6 31.2
13+ 31.2 22.0 28.1 23.2 33.7 28.5
Severely disadvantaged¢ 253 235 24.0 25.8 16.7 173
Sample size 1,645 1,529 1,298 1,022 629 664

(continued)
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Table 2.3 Continued

East North East North West
Characteristic Midlands London England England Scotland Wales
WTC (%)
Education
Highest qualification obtained®
None 11.7 6.6 119 18.0 14.1 12.7
GCSE 42.9 47.8 56.5 36.6 441 51.3
A-level 30.2 38.1 24.1 30.1 38.6 24.6
Other 15.2 7.5 7.6 15.3 3.3 11.4
Age of youngest child
No children 0.8 1.0 0.7 11 39 3.0
Under 7 34.9 35.6 46.3 443 33.1 38.2
7-11 332 34.6 259 25.7 35.2 27.9
12-16 26.8 249 26.7 24.0 21.8 26.6
17 or older 4.3 3.9 0.4 4.9 6.0 4.3
Social housing® 30.6 42.0 46.5 61.0 52.5 32.8
Ethnic minority 4.7 36.4 1.8 26.8 0.0 3.8
Has barriers to worke 71.0 68.1 59.7 80.3 50.7 70.8
Number of months worked in 3
years prior to random assignment
None 0.9 0.4 2.2 2.2 2.6 NA
1-12 8.3 12.4 12.2 19.7 21.9 12.7
13+ 90.8 87.2 85.6 78.1 75.5 87.3
Moderately disadvantaged® 37.5 35.8 37.1 44.3 28.1 44.1
Sample size 1,586 226 278 183 306 236

(continued)
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Table 2.3 Continued

East North East North West
Characteristic Midlands London England England Scotland Wales
ND25+ (%)
Education
Highest qualification obtained®
None 37.6 34.9 329 40.1 343 35.1
GCSE 29.9 25.4 329 22.0 26.2 29.7
A-level 20.3 27.0 18.8 25.4 24.6 22.1
Other 12.2 12.7 15.5 12.6 14.9 13.0
Age of youngest child
No children 84.4 76.8 83.6 87.8 89.7 85.1
Under 7 8.5 13.4 8.0 7.2 5.6 8.0
7-11 3.8 4.0 3.5 22 1.2 2.9
12-16 2.0 2.7 3.2 1.4 2.2 2.9
17 or older 13 3.0 1.7 1.5 1.2 1.2
Social housing® 445 37.6 50.9 54.7 45.4 41.1
Ethnic minority 8.4 41.2 4.2 39.0 0.5 5.4
No driving licence or lack of
access to vehicle 73.7 75.7 81.4 81.4 77.8 70.7
Has barriers to worke 70.7 57.2 51.9 64.0 65.1 70.1
Number of months worked in 3
years prior to random assignment
None 40.2 51.1 43.5 50.8 38.3 41.4
1-12 36.8 29.5 353 35.8 33.2 31.8
13+ 23.0 19.3 213 13.4 28.5 26.8
Severely disadvantaged¢ 20.8 20.4 17.3 215 16.5 235
Sample size 1,411 1,619 828 1,557 852 515
SOURCE:  MDRC calculations from baseline information forms completed by DWP staff.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Sample includes all lone parent customers and all ND25+ customers randomly assigned between October 2003
and April 2005.

°Customers who have GCSE qualifications refers to those who have passed a series of examinations in a variety of subjects,
usually taken at age 15 or 16. Those with A-level qualifications have passed a series of more advanced examinations usually
taken around age 18 or older. Those with no qualifications have completed neither series of examinations.

®Social housing refers to housing in which the local authority (local government) or a private housing association is the
landlord.

Barriers to work include housing, transport, childcare, health, basic skills, or other problems.

dSeverely disadvantaged refers to those NDLP customers with GCSE qualifications or lower, no work in the three years prior to
random assignment, and at least one barrier to employment.

*Moderately disadvantaged refers to those WTC customers with GCSE qualifications or lower and at least one barrier to
employment. Because all WTC customers worked in the three years prior to random assignment, none are in the severely
disadvantaged category. This is the reason why this category is not shown for the WTC group.
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NDLP group

The NDLP group varied somewhat across the districts in terms of their educational experience and
housing situations, and varied more so in terms of their previous work experience. However, none
of the districts stands out as having the most or least disadvantaged NDLP sample members. The
Scottish district is notable for its relatively high percentage of sample members with more extensive
work experience, while London stands out for its high percentage of sample members with little
work experience. Sample members in Scotland and London were generally better educated, and
sample members in North West England, North East England, and Wales were the least likely to
have educational qualifications. A higher proportion of sample members in North East England and
North West England lived in social housing, while a lower proportion in the East Midlands lived in
social housing.

WTC group

The WTC sample is not balanced evenly throughout the districts. Because there were challenges in
recruiting recipients of WTC to participate in the study (this target group was not previously served
by Jobcentre Plus), WTC intake into the sample was relatively low across the districts. Various
marketing techniques were used to increase intake, particularly in the East Midlands district. This
district also saw the greatest response to its outreach efforts; hence, over half of the entire WTC
sample is concentrated there.

There is wider variation in WTC sample members’ educational experience, housing status, and
previous work experience across the districts than there is for the NDLP target group. Because the
sample sizes were small in five of the districts, district-level analysis was not undertaken for the
WTC target group in this report. Compared with the other districts, WTC sample members in the

East Midlands district had somewhat more work experience, and a relatively small proportion of the
sample lived in social housing. The proportion of sample members with no educational qualifications
ranged from a low of seven per cent to a high of 18 per cent.

ND25+ group

ND25+ sample members varied little across the districts in terms of their educational background,
but varied more in their housing status and previous work experience (see Table 2.3). None of

the districts had distinctively more or fewer disadvantaged sample members. However, sample
members in North West England may have been slightly more disadvantaged; relatively high
percentages lived in social housing and lacked significant previous work experience. Both North West
England and North East England had a higher proportion of ND25+ sample members living in social
housing (around half), while London was on the low end at around a third. North West England
and London had high proportions of sample members who did not work any months in the three
years before random assignment. These two districts - the more urban districts - also had higher
concentrations of ethnic minority ND25+ sample members. Sample members in Scotland, on the
other hand, showed relatively high levels of work experience; over a quarter of sample members
there reported that they worked 13 months or more in the three years before random assignment.

2.5 Data sources

The ERA evaluation uses a rich and varied set of quantitative and qualitative data to assess ERA’s
implementation and effectiveness.
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2.5.1 Qualitative data

Researchers conducted multiple rounds of in-depth qualitative interviews with both staff and
programme group members from 2004 through spring 2009. These data form the bulk of the data
used for the implementation and process analyses of ERA. Those analyses also relied on weekly
diaries that Technical Advisers®” kept from the beginning of random assignment through June 2005,
as well as on data collected on site visits and observations they made at various points throughout
the course of ERA.

2.5.2 Customer survey data

A key data source for the quantitative analysis is a customer survey administered by phone or in
person to a sample of programme and control group members.®® A survey was administered at
approximately 12 months after the customer’s date of random assignment (between December
2004 and February 2006), again at their 24-month anniversary (between November 2005 and
March 2007), and finally at their 60-month anniversary (between December 2008 and February
2010). The survey provides a basis for assessing how much ERA programme group members used
the services and incentives offered by ERA or Jobcentre Plus, how their service-use patterns differed
from those of the control group, and whether the ERA group’s earnings, employment, and benefits
receipt patterns differed from those of the control group. For the NDLP target group, 87 per cent

of the original fielded sample responded to the 12-month survey; 77 per cent of that same fielded
sample responded to the 24-month survey; and 62 per cent of the fielded sample responded to the
60-month survey.®

For the WTC target group, 93 per cent of the fielded sample responded to the 12-month survey, and
of those contacted for the 24-month survey, 79 per cent responded. However, it is important to note
that the WTC survey sample was expanded after the 12-month survey was completed, so some
respondents to the 24-month survey were not interviewed in that earlier wave. About 69 per cent of
WTC sample members fielded for the 60-month survey responded to it.”

The ND25+ group was much more challenging to locate and survey. Reflecting this difficulty,
response rates were lower for them. In the 12-month survey, 74 per cent of the ND25+ fielded
sample responded to the survey. By the 24-month survey, response rates had dropped to 65 per

67 As discussed in more detail in Chapter 1, Technical Advisers assisted in monitoring random
assignment procedures as well as in training local staff on ERA procedures.

6 Advanced consent for sample members to participate in the survey was sought in the
background information form.

8 Sample members who did not respond to the 12-month survey were not contacted for the
24-month survey. The response rate on the 24-month survey for the 24-month fielded sample
(not the original fielded sample) was 88 per cent. See Appendix A for more information on
response rates and survey response bias. As discussed in Appendix A, there is evidence of
survey response bias, especially for the 60-month survey.

0 The decision to increase the size of the WTC 24-month fielded sample was made to
accommodate the fact that a large portion of this target group was not recruited to participate
in the ERA evaluation until after the 12-month survey was administered, as well as to include
more WTC cases from outside the East Midlands. To make this change without increasing
overall survey costs, sample points were moved to the WTC target group from the ND25+
target group (which had a lower response rate than the lone parent samples) after the
12-month survey. Because of this decision, however, the WTC fielded sample is larger for the
24-month survey than for the 12-month survey.
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cent. Because of the difficulty contacting ND25+ sample members in the first two waves (which
would be compounded for a longer-term survey), a decision was made to forgo conducting a
60-month survey for that target group.”

2.5.3 Administrative records

Finally, the impact analysis uses data from DWP administrative records data. Unlike the survey
data, the administrative records data are available for all sample members. Benefits receipt data
available from DWP provide detailed information on the amounts and months of receipt of Income
Support and Jobseeker’s Allowance, in particular. Employment and earnings administrative records
data were provided to DWP by Her Majesty’s Revenue and Customs agency and maintained in
DWP’s Work and Pensions Longitudinal Study (WPLS) database.” It should also be noted that the
WPLS earnings data cover the four tax years starting in the 2005-2006 tax year and ending in the
2008-2009 tax year. (The tax year begins on 6 April and ends on 5 April of the following year).”® As
discussed earlier in the chapter, for some sample members, the final tax year roughly corresponds
to the fifth relative year after random assignment, but for many it largely covers their fourth relative
follow-up year.

The process study uses DWP administrative records data on bonus receipt to measure the proportion
of ERA programme group members who received the employment retention and training bonuses.
These data supplement those obtained through the customer survey on receipt of the financial
incentives.

2.6 Conclusions

ERA was launched in six regions across Great Britain during a period in which the British economy
was relatively strong, although the economy as a whole has declined since then. The districts varied
considerably in size, population density, and racial/ethnic composition. They also differed in their
unemployment trends. The districts in the East Midlands, Scotland, and Wales generally showed
stronger economic trends, while the district in North West England showed relatively weak economic
trends. However, all of the districts faced a similar pattern of a declining manufacturing base and a
large and increasing service sector.

't These response rates differ slightly from the rates calculated by the Office for National
Statistics (ONS). In ONS calculations, those deemed ineligible to respond after fielding began
are removed from the denominator, which yield higher response rates than those reported
here. The ONS official response rates for the 60-month surveys are 65.1 per cent for NDLP and
70.9 per cent for WTC.

2 Unlike the second-year report, employment and earnings administrative records data are
included in this report for the WTC group. In the previous report, these data were available
only for those sample members who had previously received benefit payments, and there
was concern that this could adversely affect the estimates for the WTC group. However, these
administrative records are now available for all samples, including those not previously on
benefit. Furthermore, an analysis found that estimated employment rates from administrative
records are similar to those from the survey. This issue is discussed in more detail in
Appendix A.

73 Earnings data were not used for the 2004-2005 tax year because for many sample members
this tax year included earnings both in the year before and the year after random assignment.
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In general, ERA sample members faced significant barriers to work, such as low educational
qualifications and limited previous work experience. The majority of sample members in all
target groups had no educational qualifications or only a basic qualification. The NDLP group

had little recent work experience; half that group had not worked at all in the three years before
random assignment. The WTC group had significantly more work experience. In addition, sample
members in the WTC group were far more likely than those in the NDLP group to live in privately
owned or privately rented housing. By contrast, two-thirds of the NDLP sample members lived

in social housing. The ND25+ group was older, mostly male and childless, had lower educational
qualifications, and had a longer history of unemployment.

There were some similarities and some differences across the districts in the proportion of sample
members with these barriers, but no district stood out, relative to the other districts, as having
sample members with distinctively higher or lower proportions of barriers to employment.
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3 Implementation of ERA

Box 3.1 Chapter 3 at a glance

+ The Employment Retention and Advancement (ERA) programme was largely implemented
as designed, although the amount and quality of retention and advancement support
offered to participants varied over time and across districts.

« Employed ERA participants in all three target groups experienced substantially higher levels
of advancement-related support from Jobcentre Plus compared with employed control
group members.

« New Deal 25 Plus (ND25+) ERA participants had the least amount of involvement with
Jobcentre Plus after entering work relative to the lone parent groups, and they were less
likely to receive ERA retention and training bonuses.

« The Working Tax Credit (WTC) target group, relative to the other two groups, was the most
likely to receive retention and training bonuses, reflecting their greater attachment to the
labour market and interest in training when they entered ERA.

+ Lone parents in the New Deal for Lone Parents (NDLP) group required more support
when starting jobs and more time to develop new routines to balance work and family
responsibilities before pursuing advancement opportunities.

3.1 Introduction

The post-employment focus of ERA challenged and stretched Jobcentre Plus’s capacity and delivery
processes. Most significantly, ERA’s ethos required a cultural shift in the approach to employment
support, from a focus on employability and job entry to post-employment support, employment
retention, and progression in work. This had implications for existing Jobcentre Plus operations,
resource use, and staff skill sets. It is thus important to ask: Did Jobcentre Plus implement the ERA
model as envisioned and did participants who found jobs have a substantially different and deeper
level of engagement with Jobcentre Plus while employed than they would have had in the absence
of the programme? This chapter addresses these and related questions concerning the operation of
ERA, the factors that influenced those operations, and participants’ experiences in the programmme.
It summarises and extends analyses presented in earlier reports’ and, in doing so, sets the context
for later chapters that examine the effects of ERA. More generally, it highlights some of the major
challenges of operating a post-employment intervention in Jobcentre Plus.

Data for this process analysis are drawn from in-depth interviews with ERA management and
Advancement Support Advisers, ERA Technical Advisers,”® the Department for Work and Pensions
(DWP) operations team, and ERA participants. These interviews were conducted between spring
2004 and autumn 2007.7¢ Additional information comes from multiple waves of customer surveys
and various programme records.

74 In particular, see Riccio et al., 2008, and Miller et al., 2008.

s As described in Section 3.2.2., the ERA demonstration created the role of Technical Advisers
to assist and monitor the project in each ERA district, to help ensure that random assignment
and the programme’s key components were carried out according to the model.

6 Implementation analyses were conducted at the district level only.
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Overall, the analysis suggests that ERA was largely implemented as designed and that participants
received a substantial post-employment intervention. However, ERA was initially quite challenging
to incorporate into the regular Jobcentre Plus environment. Delivery improved considerably
between the first and second years of operation, but the districts faced new challenges in the third
year as the operational phase of the demonstration began to wind down. Some strategies and
practices also varied across districts, offices, and staff. (For a district-by-district summary of key
implementation features, problems and accomplishments, and significant events, see Appendix C.)
The three target groups exhibited different perspectives towards advancement and readiness

for advancement. In general, the ND25+ group proved the most challenging to engage. WTC

lone parents, who were already working part time when the programme began, were easiest to
engage and most focused on advancement. NDLP participants were also substantially involved
with the programme, but they tended to be more hesitant to take on full-time work and viewed
advancement as a longer-term goal.

3.2 Operational strategies and challenges

As previously described, ERA for the NDLP and ND25+ target groups began with the regular New Deal
programme. During that initial stage, participants were given help preparing for and finding jobs.
ERA then provided post-employment assistance (or ‘in-work support’) to those who obtained jobs.

In some districts, ERA’s key frontline staff, known as Advancement Support Advisers (also referred to
as ‘ERA advisers’), began working with participants when they entered the New Deal and continued
assisting them throughout the post-employment stage. In other districts, the pre- and post-
employment roles were divided, with some staff focusing on pre-employment activities and others
specialising in in-work support. The WTC target group did not participate in the New Deal, since they
were already employed when they enrolled in ERA; for them, ERA was an entirely post-employment
intervention.

3.2.1 Different delivery structures

Centralised versus decentralised management structures

Two models for managing ERA delivery emerged: a centralised approach, which standardised
procedures across local offices within a Jobcentre Plus district, and a decentralised approach, which
gave local offices more autonomy over how ERA resources were managed. Four of the six districts
adopted at least some elements of a centralised approach. For example, two districts (East Midlands
and Wales) assigned a single district-level manager to oversee ERA operations across all offices
within the district. Two other districts (London and North West England) centralised their approach
to the post-employment part of the programme by developing specialised Post-Employment Teams
dedicated exclusively to serving ERA’s working participants and overseen by a team manager. The
remaining two districts (North East England and Scotland) followed a decentralised management
structure. They assigned responsibility for ERA frontline staff to Jobcentre Plus local office managers,
who also oversaw other Jobcentre Plus services in addition to ERA.

These different approaches to ERA’s management had implications for programme delivery. The
centralised model made it easier to guide staff and hold them accountable for delivering ERA’s
retention and advancement goals; ERA’s advisers were not as easily diverted by other responsibilities
within Jobcentre Plus local offices.
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In contrast, under the decentralised model, it was more difficult to ensure that ERA staff in local
Jobcentre Plus offices would work only with ERA customers and give adequate attention to post-
employment support, especially in the early days of the demonstration.”

Additionally, some districts (East Midlands and Wales) deployed peripatetic ERA advisers to cover

a large rural areq, and these advisers experienced downtime while travelling to multiple offices,
which meant they had less time available to spend with participants. Staff shortages were another
problem, particularly in Wales, where only two peripatetic advisers were available for members of
the ND25+ programme group during the first year of implementation. Consequently, job placement
and other pre-employment support was actually weaker for the ERA group than for the control
group, for which participant-to-staff ratios in the New Deal programme were more favourable.

This problem may have reduced the volume of ERA ND25+ participants in Wales who entered work
during the first two years of ERA, compared with what would have been achieved normally.”®

Changes in Jobcentre Plus management policies that were not specific to ERA also had significance
for ERA’s delivery. For example, North East England and Scotland both experienced district
reorganisation during the course of the demonstration, meaning that some local offices were
reassigned from one Jobcentre Plus district to another, with new leadership and lines of authority.
Changes such as these disrupted ERA’s delivery, particularly when new managers did not embrace
the post-employment ethos of ERA, and when new staff, who were not trained for ERA, took over
the caseloads of Advancement Support Advisers who moved off ERA.

An evolving focus on retention and advancement

When ERA was operating, Jobcentre Plus usually focused exclusively on pre-employment support,
reflecting the New Deal programme’s main goal of helping its participants enter employment.
The agency reinforced this emphasis with a staff incentive system that primarily rewarded job
placements. This created an environment in which ERA staff were reluctant to place a priority on
in-work support, especially in the absence of a clear alternative performance incentive system
that measured and rewarded post-employment success. Consequently, during the first year of
operations, ERA staff felt strong pressure to focus on job entries, and this detracted from their
attention to job retention and advancement goals.

Over time, however, the districts introduced measures and monitoring practices that encouraged
post-employment support. For example, they began to record, audit, and monitor the frequency of
ERA advisers’ in-work contact with participants, advisers’ referrals to training, and their customers’
receipt of bonus payments. In addition, line managers monitored the content of Advancement
Action Plans that were prepared with each participant, and they observed meetings the advisers
held with participants who were employed. In spring 2005, some districts reported that they had
established benchmarks for contacting working participants, using guidelines on the content of
these communications. These benchmarks were described as ‘objectives’, as opposed to ‘targets’.
Although the procedures were not standardised across districts, they illustrate the continuing
evolution of ERA’s strategies to strengthen the programme’s critical post-employment features.

77 Asdiscussed in Riccio et al., 2008, implementing ERA was complicated at the start of the
demonstration because the special funding intended to support the programme was not
always ‘ringfenced’ - that is, set aside exclusively for ERA. A ringfenced budget meant that a
District Manager could not use the funds for any other Jobcentre Plus work. Likewise, an ERA
ringfenced Advancement Support Adviser was not to undertake other non-ERA Jobcentre Plus
tasks. A centralised delivery structure made it easier to ringfence ERA budgets and staff.

78 See Miller et al., 2008.
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The profile of ERA within Jobcentre Plus

Finally, ERA’s status as a demonstration project, rather than a continuing Government policy, may
have weakened the extent to which senior managers in the Jobcentre Plus districts supported and
promoted the programme. Across all districts, many ERA staff felt that ERA did not have a high
enough priority within the remit of Jobcentre Plus. Over time, the situation improved, as awareness
of ERA spread and in response to efforts by the DWP Project and Evaluation Teams to lift the
programme’s profile. In general, however, local Jobcentre Plus staff perceived ERA as having low
governmental priority throughout its implementation, particularly in those districts that followed a
decentralised management structure and in comparison with the Incapacity Benefit pilots. These
were more traditional ‘early roll-out’ pilots, offering support to people with disabilities and/or health
problems), which were operating at the same time in three ERA districts (East Midlands, North East
England, and Scotland).

3.2.2 Technical support and staff training

From the outset, it was recognised that, because ERA involved a focus on in-work support, which
was not among the services Jobcentre Plus typically offered, ERA advisers would need enhanced
skills and guidance to deliver a strong post-employment programme. During the first two years
of the demonstration, the project included the special role of ERA Technical Advisers, who were
temporary staff hired by the evaluation consortium to augment the work of the initiative’s DWP
Project Team. Each district was assigned a dedicated Technical Adviser, whose primary responsibility
was to oversee the smooth operation of the random assignment process, but also to support the
programme’s delivery by helping to advise ERA staff in the local offices on programme strategies
and by coordinating peer-to-peer learning and instruction on best practices across offices and
districts. There was broad consensus among ERA line staff and managers that the Technical
Advisers’ support was valued and effective.

Training and sharing best practices formed part of the districts’ continuing improvement efforts.

In addition, specialised training to improve advisers’ techniques for delivering in-work support,

which was adapted from the US ERA project, was provided in early 2005. ERA management and
advisory staff alike identified this training as a significant turning point in their capacity to operate
the programme. However, many advisers indicated that it would have been helpful to have had this
training much sooner, rather than waiting until after they had been functioning in their ERA posts for
approximately one year.

3.23 Ending the demonstration

Across all the districts, staff enthusiasm and understanding of ERA grew substantially over time,
although some of these improvements were fragile and varied across districts. ERA was generally
considered to be in full operation and at optimal delivery during the year between mid-2005 and
mid-2006. After this time, districts started to wind down operations as the first set of participants
began to finish the programme in July 2006. As ERA neared its end, all districts reduced staff
resources as the number of participants dropped. In addition, the structures put in place for the
successful delivery of ERA, such as Post-Employment Teams and ringfenced staff, were gradually
dissolved. In some cases, ERA advisers who remained had to absorb the caseloads of those who had
left, causing their own caseloads to swell. Moreover, some advisers who had exclusively served ERA
lone parents now had to take on ND25+ participants, who had different types of needs and were
subject to different rules as recipients of Jobseeker’s Allowance. In these ways, the ERA programme
suffered in its last year because it was a time-limited demonstration project. The programme
officially ended in October 2007.



52 Implementation of ERA

3.3 Pre-employment assistance

The pre-employment phase of ERA for the two New Deal participant groups (NDLP and ND25+)
was expected to last approximately nine months. 7° During this phase, ERA’s Advancement Support
Advisers were to address participants’ barriers to work and help them find suitable employment.
These were the same services that non-ERA Personal Advisers offered to members of the control
groups enrolled in the regular New Deal programmes.® However, for the ERA group, ERA advisers
were expected to begin focusing attention on sustainable employment and advancement goals
right from the start.

3.3.1 Implementing the New Deal for ERA participants versus controls

Data from in-depth qualitative interviews with staff and participants show that, in practice, ERA
advisers’ approach to pre-employment services differed little from the approach used with the
control group. The main difference was that the programme group was informed of ERA’s in-work
incentives during the pre-employment phase; thus, they began their job search knowing that they
could be rewarded for sustained employment if they chose to work full time.® There was little other
attention to advancement issues at this stage. ERA advisers reported that they felt it premature to
ask participants to start thinking about advancement until they were settled into a job. Advisers said
that, by and large, they undertook job searches for their ERA caseload in much the same way as
they did (or had done previously) for other New Deal customer groups.

3.3.2 Engaging ERA participants in pre-employment activities

Maintaining contact with non-working participants during the pre-employment phase was

often challenging. One obstacle with the ND25+ group was that, although they were required to
participate in the New Deal programme (the first stage of ERA), this mandate ended once they had
completed that programme, even if they had completed it without finding work. After that point,
they only had to report to a Jobcentre Plus signing officer on a fortnightly basis, testifying that they
were actively seeking work. Since many had not volunteered for the initial New Deal programme in
the first place, many chose not to remain in contact with their ERA advisers. Also, a fair proportion of
these long-term unemployed participants began receiving other benefits, such as Incapacity Benefit,
and were referred to another division of Jobcentre Plus.

For the NDLP group, the New Deal programme was voluntary. Although this usually meant
that participants were more inclined than the ND25+ group to seek ERA advisers’ assistance,
some participants changed their minds about wanting to work and ‘drifted away’ from the ERA
programme, usually because family circumstances had changed.

79 Because lone parents in the WTC programme group were employed at the start of the project,
they did not experience a pre-employment phase through ERA. However, those who left
employment during ERA may have received out-of-work support from their Advancement
Support Advisers.

8 Because the two New Deal programmes are quite different, the two target groups had a
different experience during the pre-employment ERA programme. As described in Chapter
1, ND25+ is a mandatory programme with a prescribed timetable of structured activities
(Gateway, Intensive Activity Period, and Follow-Through), whereas NDLP is a voluntary
programme offering flexible guidance and services according to the needs or wishes of the
participant. Because the WTC programme group was typically employed at the start of ERA,
they did not experience a pre-employment phase.

81 Riccio et al., 2008.
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Over time, ERA advisers developed better skills and strategies to encourage participants to think
about advancement from the time they entered the programme and to remain in touch. But on the
whole, the extent and patterns of support participants received when they were out of work were
quite similar.

3.4 Post-employment assistance

Working participants in the three ERA programnme groups received a substantial in-work intervention
relative to their control group counterparts, and staff capacity to deliver this intervention clearly
improved over time.

3.4.1 Types of in-work support

Intensity of contact

Data from the two-year customer survey show that, among respondents who had worked during
the follow-up period, those in the programme group, on average, had substantially more contact
with a Jobcentre-Plus adviser while working and received more help and guidance on advancement,
compared with their counterparts in the control group (see Figure 3.1). For example, within the NDLP
target group, 81 per cent of employed ERA participants had some in-work contact with Jobcentre
Plus staff, compared with 42 per cent of those in the control group. Large differentials were also
evident for the WTC and ND25+ samples.

The quality of the contact also differed considerably, with higher proportions of ERA participants
than control group members reporting face-to-face contact with Jobcentre Plus staff and greater
receipt of employment retention and advancement advice. For example, among survey respondents
who had worked, the proportion who reported having received ‘help or advice on retention and
advancement while in work’ was between three and ten times greater for ERA participants than
controls. Together, these findings confirm that engagement with Jobcentre Plus was much different
for employed ERA participants than for employed individuals who were not part of ERA.

The nature and the quality of contact with Jobcentre Plus advisers among working participants also
varied within the ERA group, as revealed in the qualitative research. In some cases, participants
made only very brief visits to their advisers to provide documentation or to receive their retention
bonuses. In other cases, they had more in-depth discussions concerning employment retention and
plans for advancement.
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Retention-focused support

ERA advisers reported that they gave various kinds of support to help participants remain employed,
such as:

« assisting with in-work benefit claims (such as the WTC) and issues arising with Housing Benefit;
+ assisting with childcare arrangements and transport to work;

+ providing new job search assistance when participants wanted to change jobs (thus supporting
both retention and advancement goals);

+ providing continuing support (practical and emotional) in resolving personal problems that could
undermine steady employment (negative work relationships, debt, housing issues, depression, or
domestic violence);

« providing one-off ‘crisis’ support - for example, help securing financial assistance to cover time off
from work resulting from accident or injury.

Advancement-focused support

ERA advisers tried to promote the programme’s advancement goals in a variety of ways. According
to participants’ responses to the two-year survey, advancement-related coaching and advice
focused most often on the following activities: help finding education or training, determining career
goals, increasing work hours, and getting a better job (Table 3.1). Less common were: support in
getting a promotion, negotiating better job terms, and negotiating a pay rise.

ERA advisers recognised that the three target groups faced different types of employment
challenges and often had different views towards advancement. In general, staff believed that
the two lone parent groups (NDLP and WTC) were more responsive to ERA than the long-term
unemployed group (ND25+). However, they also acknowledged some important differences within
each target group.

While they were sympathetic to the concerns and the importance of caring and family responsibilities,
advisers were not opposed to the notion of lone parents working full time. In fact, in a special ERA
staff survey administered in 2004, most advisers indicated that, as long as childcare was available,
lone parents - even those with pre-school children - should not be discouraged from working full-time
hours. Qualitative interviews with ERA advisers and participants indicate that many NDLP participants
did not want to work full time, preferring, instead, employment that offered flexibility to fit work in
with their childcare commitments and children’s school hours.® Staff also made it clear that they
resisted lone parents being pressed hard to undertake full-time work when the parents did not want
to do so0.2* Many advisers talked about having to proceed slowly with lone parents who had been out
of work for a long time, suggesting that they needed to settle into work and build up their confidence
first, even if only in part-time jobs. Advisers thus tended to perceive that employment retention

was the first order of business for NDLP participants, expecting that this group would become more
receptive to advancement down the line.

8 These findings are echoed in other studies that have followed lone parents in work. See
recent studies documenting the experiences of lone parents during their first year in work,
for example, Sims et al., 2010. A family orientation, particularly among those with younger
children, is also evidenced in the types of work lone parents undertake (see Philo et al., 2009).
This employment is characterised as low skilled and part time, with concentrations in the
administration/secretarial and personal/caring occupations. It can be argued that these work
sectors and working arrangements enable the flexibility to balance employment with family
(see Casebourne et al., 2010; Ray et al., 2010).

8 Dorsett et al., 2007.
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Lone parents in the WTC programme group were already in work and had stronger work histories
on the whole. Thus, they were less likely to have job retention problems and were more receptive
to exploring advancement opportunities. Indeed, much of the in-work support advisers provided to
WTC participants focused on meeting the progression goals set out in their individual Advancement
Action Plans. (See Appendix D for a further exploration of the perspectives of the NDLP and WTC
groups towards advancement.)

ND25+ participants had the lowest rates of in-work support among the three ERA programme
groups. About a quarter of those who were working said on the two-year survey that they had

no contact with Jobcentre Plus staff while they were employed. In the qualitative interviews, ERA
advisers reported great difficulty engaging these participants. They suggested a number of reasons,
including the fact that some ND25+ participants avoided contact with their advisers due to negative
feelings about Jobcentre Plus, a greater ethos of self-reliance, and less awareness of available
in-work support. The advisers believed that, on the whole, participants with a history of long-term
unemployment were more interested in securing a stable, secure job as opposed to advancing in
work. However, there were reports of some participants in this group becoming more receptive

to post-employment support after settling into their jobs. (The views and attitudes of ND25+
participants towards work advancement are further explored in Chapter 6.)

3.4.2 Looking back: participants’ reflections on ERA support

Qualitative interviews with former programme group participants conducted in 2009, up to two
years after ERA had ended, provided them with an opportunity to reflect on the relative contribution
of in-work advisory support on their work journeys. Thematic analysis of these reflections identified
three broad groups. Although not mutually exclusive, these categories offer a framework for
understanding how ERA participants valued their advisory support:

« Some participants were clear on the direction they wished to follow in work, but welcomed the
extra information, guidance, and advice Advancement Support Advisers contributed to help them
achieve these aims.

+ Some individuals needed encouragement to move beyond their ‘comfort zone’ and take the risk
to train or increase working hours. Advancement Support Advisers helped motivate them to seek
and act on new opportunities.

+ In some cases, Advancement Support Advisers performed mostly an administrative role (e.g.,
processing retention bonus payments) for participants who believed they needed little work-
related guidance.

Respondents talked about the practical support they received from ERA. For example, advisers
helped to arrange childcare, addressed issues with benefits and tax credits, located training courses,
and completed paperwork. Some of this practical help served to expedite a specific goal, such as
training. It was also common for respondents to describe the emotional support they received.

In particular, some pointed to the ways in which advisers helped to build their self-confidence

to pursue training or an advancement agenda. According to one former ND25+ participant, his
adviser helped him feel like more than ‘just a number in the computer’. Similarly, one former NDLP
participant credited her adviser with instilling the confidence she needed to pursue suitable training
in order to move on to a better job.

‘lAdvancement Support Adviser] helped me more with my confidence than going on that
course. And then for the computer course, she talked through what my skills were and what
was missing...and for me it was the confidence of the computer and databases and things that
frightened me to death. So that was where we sort of aimed my training. And then once I'd
done that it came on leaps and bounds, to be fair.’

(Former participant, NDLP programme group)
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Some participants did not draw on their adviser’s support simply because they did not see a need
to keep in touch. Many participants in this category felt that if they were not experiencing any
employment retention issues, there was no need to engage with their adviser beyond processing
bonus payments. This sentiment was illustrated by a former ND25+ participant who worked in the
finance office of a wholesale business.

‘The fact the job seemed to be going so well and I was so happy, I was feeling great. If I'd had
problems I might have been back to my adviser more often saying, “No, really things aren’t
going well, I don’t see this job is going to last, I hate the job.” But the job was fabulous. So while
you’re in a job that you absolutely love every second of it and you’ve got the support of this
scheme behind you, which is making you feel even great you think it’s Christmas, it was terrific.’

(Former participant, ND25+ programme group)

Finally, some participants, especially in the ND25+ group, viewed Jobcentre Plus as an agency that
served unemployed people and wanted to disassociate themselves from their non-working past.

3.5 Emergency Discretion Fund

ERA participants who were employed could receive assistance from an Emergency Discretion Fund,
of up to £300 in total during the programme. Administered at the discretion of the ERA adviser, this
fund allowed the programme to help participants cope with minor financial emergencies that might
prevent them from continuing in work.

3.5.1 Receipt and use of the fund

Financial payment records indicate that, respectively, 21 per cent, 24 per cent, and 14 per cent of
NDLP, WTC, and ND25+ ERA participants who worked during the programme received emergency
fund assistance (see Table 3.2). ERA advisers believed that the receipt rate was lower for the ND25+
group than the lone parent groups because these participants tended to view themselves as more
self-reliant and were less likely to come to advisers for help with financial difficulties. They also did
not have the additional expense of childcare.

The average value of a single payment was similar for all groups, ranging between £171 and £187.
Over a third of recipients in each of the programme groups received two or more payments.

Lone parents (both in the NDLP and WTC groups) mainly used their payments to cover critical
expenses like childcare and rent. ND25+ participants mostly used the payments for transport and
work-related expenses such as tools, clothes, and equipment. Other uses of the emergency fund
included:

« covering shortfalls in household expenses when moving from weekly benefit payments to a job
that paid monthly,

+ covering payment of two rents when moving to a new home, and

+ paying for household appliance breakdowns and car repairs.

Over time, ERA advisers grew more confident about exercising discretion in distributing the funds as
an employment retention tool. In general, participants who received the emergency funds had not
been aware that this assistance was available until they had informed their Advancement Support
Adviser of their financial strain. In these cases, their adviser told them that ERA could draw from a
flexible pot of money in the event of an emergency.
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Table 3.2 Receipt of ERA Emergency Discretion Fund (EDF) payments

Outcome NDLP WTC ND25+
Ever received EDF payments (%) 21.2 23.6 13.8
Average number of payments received among customers with any payments 1.7 1.7 1.8

Number of payments received among customers with any payments

One 59.0 63.2 58.6
Two 27.8 21.6 23.7
Three 6.9 8.4 7.4
Four or more 6.3 6.9 10.4
Average amount of each EDF payment among customers with any payments (£) 187 181 171
Average total amount of EDF payments among customers with any payments (£) 273 254 264
Sample size 3,365 1,415 3,424

SOURCE:  MDRC calculations primarily from DWP financial incentives data.
NOTE: The sample for this table consists of all those randomly assigned between October 2003 and April 2005.

3.5.2 Role of the fund in work decisions

The role of the Emergency Discretion Fund in job retention was not straightforward. Based on the
qualitative data, the fund was particularly important for people working in minimum-wage jobs or
part time. For example, one NDLP participant who was working on a factory line received money
from the fund to pay for car repairs during the first month in work. He said that it made a difference
to keeping the job because public transport was not an option for travel to work and he did not have
enough savings to cover the expense.

‘It was very helpful indeed because I think I was living on the breadline at that point...because
otherwise the car would have been off the road for a few months.’

(Former participant, NDLP programme group)

Access to other sources of financial support was also important. Some participants indicated

that they would have borrowed money from family or friends, instead, if they had not received a
payment from the emergency fund. However, this was an option many did not favour as it impinged
on their independence as a working adult. For example, lone parents who relied on family for
childcare support did not wish to approach family members for extra financial help. As one lone
parent stated, ‘I don’t like asking people for money..." On the other hand, for those participants

who did not have family support, the availability of the fund was said to be vital to remain in
employment.

Others indicated that they would not have left their job, but would have simply ‘struggled’ through
the first couple of months, if necessary. For example, one former NDLP participant explained that the
help she received was to cover bills and expenses until her first pay cheque arrived. If she had not
received support, her rent would have gone in arrears and she would have had trouble supporting
her children, yet she said this would not have stopped her from working.
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Q: ‘What do you think would have happened if you hadn’t got it?’

A: ‘Well, obviously, my rent would have gone in arrears as well. It would have been hard without
it, to feed my children and stuff as well.’

Q: ‘Did it make a difference at all to you staying in work to get the money, or would you have
stayed anyway?’

A: ‘No, I would have stayed, because I didn’t want to mess that up. I was looking forward to
going back to work.’

(Former participant, NDLP programme group)

Overall, participants who received financial support from the Emergency Discretion Fund were highly
positive about their experience. For most, the modest amount of money helped to alleviate the
burden of unbudgeted expenses that added to the stresses of work. For some, it was also a means
to stay independent of family support.

3.6 The ERA employment retention bonus

The employment retention bonus was a central feature of the ERA model. Each participant was
offered £400 for staying in full-time work (at least 30 hours per week for 13 out of every 17 weeks,
which is about 75 per cent of the time). Payments were made three times a year, and participants
could claim a maximum of six bonus payments, totalling £2,400. ERA designers required full-

time work because full-time jobs offered a better chance than part-time jobs to escape poverty
through employment. Full-time jobs were also more likely to come with fringe benefits. In addition,
the designers were concerned that including a bonus for part-time work might encourage some
participants who would have worked full time to choose part-time work instead.

3.6.1 Receipt of the retention bonus

According to financial payment records (Table 3.3), 45 per cent of WTC participants received an ERA
retention bonus, which was higher than the rates for the NDLP and ND25+ groups (33 per cent and
35 per cent, respectively). WTC participants also received more payments. This pattern is consistent
with the WTC group’s greater overall attachment to the labour force.

It is possible that some people who were eligible for the bonus did not claim it. ERA advisers who
were interviewed noted that some participants felt there was a ‘catch’ associated with the receipt of
the bonus and were therefore suspicious of the extra money. Some lone parents were unsure what
impact the bonus would have on their WTC. Some ND25+ participants may have foregone the bonus
because they were reluctant to engage with Jobcentre Plus once they had found work. In addition,
evidence from qualitative interviews revealed that some participants were simply not aware that
they were eligible.
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Table 3.3 Receipt of ERA employment retention bonuses

Outcome NDLP WTC ND25+
Ever received bonus (%) 329 44.6 34.8
Average number of bonuses received among customers with any bonuses 3.8 4.0 3.7

Number of bonuses received among customers with any bonuses (%)

One 15.3 11.3 18.2
Two 133 12.4 12.3
Three 14.4 11.1 11.1
Four 14.6 13.3 15.7
Five 20.0 30.1 22.7
Six 223 21.9 20.1
Sample size 3,365 1,415 3,424

SOURCE:  MDRC calculations primarily from DWP financial incentives data.
NOTE: The sample for this table consists of all those randomly assigned between October 2003 and April 2005.

3.6.2 Use of the retention bonus

From the qualitative evidence, ERA participants reported they used the bonuses in three main ways:
to help them ‘get by’, as ‘treats’ or ‘extras’, and, to a lesser extent, for work-related costs.

In instances where participants used the bonus to off-set low wages, they used it to pay reqular
household bills, childcare costs, and interest on debt. For instance, an ND25+ participant referred
to the important contribution that his bonus made to his household income, stating ‘that it made
the difference between struggling to pay the bills and being able to pay the bills.’ In some cases, the
incentive was consciously used to supplement low-paid work. Participants who used it in this way
talked about being able to accept a poorly paid job and still be better off in work.

For some, the bonus was used as an ‘extra’ to make home improvements and enhance family well-
being - for example, going on a family holiday, taking the children out, decorating their homes, or
buying consumer goods, such as a washing machine. NDLP and WTC lone parents emphasised the
importance of being able to afford these ‘extras’ as justification for working longer hours and being
away from their children.

The bonus was also used to pay work-related costs. Some ND25+ participants used the money to
buy or maintain a car for work travel. A few participants who had taken up in-work training had
invested their bonus money in a computer, which they used for preparing coursework.

3.6.3 Claiming the retention bonus

Claiming the employment retention bonus involved a visit to the Jobcentre Plus office to have

the claim verified. This requirement was added to the design of ERA to provide an opportunity for
Advancement Support Advisers to speak in person with participants about issues concerning their
progress in work. Indeed, staff highlighted the unique way in which they used the bonus as a ‘hook’
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to maintain contact and promote retention and advancement services to participants. Advisers
reported that this was useful, particularly for engaging ND25+ participants, who were more reluctant
to maintain contact after they were employed.

The 2009 qualitative interviews with former participants also explored their views about the
structure of ERA retention bonus payments, comparing the lump-sum payments to a hypothetical
option of receiving smaller but more regular payments weekly or monthly. Almost without
exception, respondents said that they preferred the lump sum every three months as opposed to

a more frequent payment. The consensus perception was that a smaller, more regular, amount
was more likely to be absorbed into everyday expenses and therefore would have less influence on
financial well-being. It was also felt that a quarterly lump sum would serve as a greater incentive
to remain employed, as opposed to more frequent, smaller payments. Interestingly, this sentiment
was voiced both by those who viewed the retention bonus as a ‘treat’ for ‘luxuries’ and those who
had used the payments for essential expenditures such as household bills and food.>

The end of the bonus payments did not present major difficulties for participants. According to the
2009 qualitative data, while some people used the bonus for day-to-day expenses, most said that
they were careful not to become reliant on the extra money because they knew it would come to an
end. So while very many people in the sample ‘missed it’, no-one spoke about getting into financial
difficulties when the bonus ended. A few people mentioned alternative means they had used to
make up for the loss, such as taking out loans or using overdrafts, and some still had debts at the
time of the interview, but all felt that these were manageable.

3.6.4 The role of the bonus in participants’ decisions about working

Later chapters will show the programme’s impacts on participants’ decisions about work. In
anticipation of that analysis, it is helpful to consider how participants talked about the influence of
the bonus offer in those decisions and the extent to which participants viewed it as an incentive.

The two-year survey data reveal considerable variety in the perceived influence of the retention
bonus (see Table 3.4). Among ND25+ bonus recipients, about half felt that the bonus did not
influence their decision to work full time, while nearly a third (31 per cent) said that it influenced
their decision ‘a lot’. When asked whether the bonus encouraged them to stay in full-time work, the
ND25+ group gave a similar pattern of responses.

Somewhat higher proportions of bonus recipients in the two lone parent groups credited the
retention bonus as influencing their decision to begin and/or continue in full-time work. For example,
39 per cent of NDLP bonus recipients and 52 per cent of WTC bonus recipients indicated that the
bonus influenced their decision to work full time ‘a lot’.

8 Qverall, there were rarely any problems reported with the administration of the bonus. In
the qualitative interviews, a small number of participants noted difficulties in producing the
evidence for the bonus (i.e., pay slips) if they were self-employed. Some reported problems
such as pay slips being lost at the Jobcentre Plus office, and others missed out on bonuses due
to a reported lack of awareness or lack of adviser contact, but subsequently received back-
dated payments.

8  Thisis supported by recent research by Ray et al., 2010, that investigated the views of working
lone parents about different In-Work Credit payment structures. Lone parents tended to view
weekly payments as an earnings supplement, while lump-sum payments were treated more
like ‘treats’ or a ‘bonus’. In the same study, Jobcentre Plus staff considered the lump-sum
payment to be more effective for encouraging budgeting practices and ‘weaning’ lone parents
off In-Work Credit as eligibility for the supplement came to an end.
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WTC participants were generally working between 16 and 29 hours when they began ERA, and many
who increased their hours were able to do so in their existing jobs. Others worked variable hours at
the start of ERA, but strove to work at least the minimum 30 hours each week more consistently

in order to qualify for the bonus. For some, the bonus was critical in helping them weather rough
periods and continue working full time. For example, one WTC participant with a 12-year-old child
had moved to a new full-time job in a bank. She described the work as ‘very stressful’, but she was
determined to stick it out with the promise of the extra money. Referring to the bonus, she stated:

‘And it kind of encourages you, it does make you stick at it, and sometimes the toughest time in
a job is the first six months to a year. It’s the toughest time, and it takes you that long to realise,
“Am I going to stay at this? Or do I like it?” So it did help.’

(Former participant, WTC programme group)

Lone parents (both in the NDLP and WTC groups) felt more inclined to increase their working hours

if they were able to secure satisfactory childcare arrangements or had older children who required
less care. Conversely, lone parents with young children tended to be more ‘care-focused’,® preferring
to prioritise their family responsibilities over increased work hours. Some lone parents were unable
to increase their hours because they lacked childcare or faced more complicated challenges in
arranging suitable care because their children were infants or had health problems. Others simply
wished to place a priority on their time with their children. Thus, while the bonus might have swayed
some lone parents to take on extra hours, factors other than financial considerations kept others
from responding to the offer.

Participants in the ND25+ group were not encumbered by childcare responsibilities and tended
to work full time (see Chapter 6). Still, while many attributed no influence to the retention bonus
in their work decisions, some believed it was important. Reflecting on his time in ERA, one ND25+
participant said that the bonus payments helped him become more self-reliant and boosted his
confidence.

‘It made you realise the benefits of being back in work, the fact that you’re more independent
financially, as well as obviously it makes you feel better because you’re not skint all the time.’

(Former participant, ND25+group)

Others reported that the bonus acted as an ‘enabler’ to stay in work. In these instances, the
incentive payments were used to supplement a poorly paid job. The incentive also motivated
individuals in this group to retain their jobs when they found work difficult. Some ND25+ participants
also stated that they were motivated to join ERA after being told about the retention bonus at the
time of random assignment.

8  See Hoggart et al., 2006.
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3.6.5 Work hours after the retention bonus ended

In the five-year survey, former NDLP and WTC programme group participants were asked about their
working hours after the retention bonus ended. Their responses indicate that the removal of the
bonus did not result in a change in hours worked. The majority of those who had received the bonus
said that they had continued to work the same weekly hours - 88 per cent of the NDLP group and
93 per cent of the WTC group (data not shown).

Qualitative research conducted in 2009 examined the work patterns of former ERA participants who
had received the retention bonus. The sample included people who had continued to work full time
as well as some who had reduced their hours to part time. Reasons for staying in full-time work
varied, but common among them were positive feelings about being in work and off benefits and
having more money.8” For example, one WTC participant, who had increased her work to 30 hours

a week and had always intended to drop back once ERA ended, continued working those hours
because she ‘got used to the money’ from the extra earnings.

Although some former ERA participants interviewed in 2009 did not remain in full-time work, they
reported that this had less to do with the incentive ending than to being made redundant or to
changes in personal situations, such as ill health or a breakdown in childcare arrangements. For
example, this was the case for a former WTC participant who was receiving Income Support at the
time of the follow-up interview. During ERA, she had increased her hours working as a dental nurse
to full time in response to the bonus, but she later became pregnant and subsequently went on
maternity leave. She did not return to work because her child had special needs.

3.7 The ERA training incentives

ERA offered two types of incentives to encourage the take-up of training. First, ERA would pay
course tuition up to a maximum of £1,000 per person. Second, a training completion bonus paid
£8 for every hour of training completed, up to a maximum of £1,000 (or 125 hours of completed
training). The latter was paid to participants once they had successfully completed training. Both
forms of incentive payments were to be made only for courses approved by ERA staff and could
not include employer-provided on-the-job training. Participants could receive the completion
bonus even for courses that did not charge a tuition fee. Additionally, to be eligible for the training-
related payments, participants had to be working 16 or more hours per week. This was intended to
discourage participants from avoiding or leaving work to pursue training.

The dynamics of ERA training support for lone parents were covered in a separate study, and readers
are advised to consult this report for more details.®® This section summarises part of that analysis
and supplements it with relevant information on the ND25+ group and with new data from the ERA
financial payment records and the five-year customer survey.

3.7.1 Delivery of training incentives

Like the other post-employment services, delivery of support for training evolved over the four-
year lifetime of the programme. Initially, ERA advisers struggled to maintain contact with ERA
participants who were in work. Moreover, they were not confident about promoting training

as an advancement tool and took a reactive approach to matching participants with training
opportunities. During the first year of implementation, advisers spoke of maximising training take-

87 These observations are supported by Sims et al., 2010, regarding lone parents’ views on
sustainable work.

88 Hendra et al., 2011.
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up, with little regard for what the outcomes would be. Over time, with more experience, additional
staff training, and improved familiarity with local training providers, they became more adept at
discussing training options and linking occupational training to advancement goals.

Promoting training and the related financial incentives to take up training became a key way in
which ERA advisers delivered advancement services. For example, advisers encouraged participants
to think about their long-term goals and then helped them identify training that would address
these goals. Some advisers encouraged participants to consider education and training as a step
towards obtaining their ‘ideal’ or ‘dream’ job. Similarly, some advisers encouraged participants to
accept ‘any job’ and take training to progress towards their preferred jobs.

Participants were routinely reminded of the available financial support for training whenever they
were in touch with Jobcentre Plus (for example, to pick up a retention bonus). Additionally, towards
the end of ERA, some district managers advised their staff to market the unused training allowance
actively to their participants to encourage take-up and provide greater opportunities for career
advancement in the longer term.

3.7.2 Participation in training

According to financial payment records, WTC programme group participants took advantage of
training opportunities more than any other group during ERA. Their rate of receipt of training fees
and the completion bonus was at least double that of the other target groups. About 34 per cent

of all WTC participants received assistance with training fees, compared with 16 per cent of NDLP
participants and 11 per cent of ND25+ participants (see Table 3.5). Average payments among those
who received tuition payments ranged from £616 for workers in the ND25+ group to £579 and £510,
respectively, for working lone parents in the NDLP and WTC groups. WTC participants were more
likely than the NDLP and ND25+ groups to receive training completion bonuses and were more likely
to receive more than one such bonus.

As noted previously, some ERA advisers more actively promoted the training incentives towards

the end of the programme, and this strategy is reflected in the financial payment records. Of
participants who received training-related payments, about a third in the NDLP group, a fifth in the
WTC group, and two-fifths in the ND25+ group received training fee payments for the first time
within their last nine months of eligibility. Similarly, about two-fifths of NDLP bonus recipients, about
a quarter of the WTC bonus recipients, and approximately a third of ND25+ bonus recipients received
the training completion bonus for the first time in the last nine months.®

89 See Table E.7 in Riccio et al., 2008, and Table D.5 in Miller et al., 2008.
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Table 3.5 ERA participants’ receipt of ERA training fee assistance and training

completion bonuses

Outcome NDLP WTC ND25+
Training/tuition fee assistance
Received tutition fee assistance (%) 15.5 33.8 10.8
Average number of payments received among participants with any payments 2.0 23 1.8
Number of payments received among participants with any payments (%)
One 54.7 47.1 58.0
Two 21.6 213 23.6
Three 10.9 13.8 10.6
Four or more 12.8 17.8 7.9
Average amount of each payment among participants with any payments (£) 383 291 431
Average total amount of payments among participants with any payments (£) 579 510 616
Training completion bonus
Received bonus (%) 14.1 34.1 7.4
Average number of bonuses received among participants with any bonuses 2.0 2.2 1.6
Number of bonuses received among participants with any bonuses (%)
One 55.3 48.1 65.5
Two 22.7 253 18.4
Three 11.6 12.9 10.2
Four or more 10.5 13.7 5.9
Average amount of each bonus among participants with any bonuses (£) 394 402 345
Average total amount of bonuses among participants with any bonuses (£) 586 633 492
Sample size 3,365 1,415 3,424
SOURCE:  MDRC calculations primarily from DWP financial incentives data.
NOTE: The sample for this table consists of all those randomly assigned to the ERA programme group between October 2003 and

April 2005.

Qualitative data from staff and participants suggest a variety of reasons that may explain why some

participants who worked and enrolled in training did not receive payment for tuition fees or the

training completion bonus. For some people, the fee payment was irrelevant because the courses
they wanted to pursue were free of charge. This was the case either for employer-funded courses
or college-provided/online courses that were free to people on a low income. Others did not claim
assistance because they had lost touch with their adviser, were unaware of the incentives, or did not

know that their training was eligible.

A similar picture emerged for the training completion bonus. Those who had undertaken training
independently were often not aware that they could claim a completion bonus. This also seemed
to reflect uncertainty on the part of staff regarding which courses were eligible for bonus payments,
particularly during the first year of the programme. In addition, the training bonus could be paid
only after the training was successfully completed, and some participants may have dropped out
of the course or chosen not to take an examination. Others may have completed the training after

eligibility for the bonus had ended.
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Analyses of administrative records and a classification of course types® confirmed that most ERA
participants took occupationally relevant courses as opposed to general or non-employment-related
courses. These occupationally relevant courses most commonly related to the ‘caring’ professions®
(health, social services, childcare, and education) and computer applications. Among the ‘general’
courses taken, training with a focus on workplace skills (such as first aid, health and safety, and food
hygiene) was most common.

3.7.3 Staff and participant views on the training incentives

Qualitative analyses reveal that there were four main ways in which ERA participants used training
to further advance in work. These included:

« Enhancing skills for a current job role, such as taking advanced computer applications courses for
a person in a secretarial field.

« Achieving a ‘dream job’ (e.g., a supermarket employee who wished to become self-employed as a
massage therapist, and an administrative assistant who pursued a career in hairdressing).

+ Improving one’s general employability, such as with courses in computer applications, driving
lessons, and basic literacy and numeracy. For example, one ND25+ participant took up driving
lessons while working part time. Driving was viewed as a more efficient means of transport and
would also make it possible for him to work two part-time jobs back-to-back;

+ To earn the financial incentives. In some instances, the training seemed to have little relation
to any advancement goals, counter to what the policy had intended. Some respondents also
said that they felt compelled by their advisers to use the training money, otherwise it would be
wasted. For example, one former WTC participant recalled being told by her ERA adviser, ‘it’s here,
it needs to be used, don’t just leave it’.

ERA advisers believed that participants’ attitudes and motivations towards advancement as well

as their previous educational experiences were key determinants of whether they took up training.
They felt fundamentally that many participants were uninterested in advancement and, of the

two lone-parent groups, NDLP participants were less interested in work progression. As is discussed
further in Appendix D, many lone parents wanted to wait until they were settled in work before
pursuing advancement. Many with younger children wished to wait until their children were older
before considering their careers further. For such individuals, the training incentives held little appeal.
In contrast, many participants in the WTC group said that they volunteered for ERA specifically
because of the training opportunities. The training take-up figures reflect these differences.

ERA advisers also felt that it was more difficult to promote training incentives among ND25+
participants, compared with the lone parent groups. This was primarily because many long-term
unemployed participants were satisfied with obtaining steady work and did not place a premium on
career advancement. ND25+ participants’ views on advancement are discussed further in Chapter 6.
However, it also seemed to be partly because participants had difficulties combining full-time work
with training, particularly if the work was shift work or required long hours. Some advisers also spoke
about the prevalence of short-term contract work among their ND25+ participants, which made it
more difficult for them to combine training with work.

9% See Hendra et al., 2011.

%1 This reflects the higher proportion of lone parents (NDLP and WTC groups) who worked in the
caring professions.
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3.7.4 Perceived role of the training incentives

ERA advisers and participants felt that the payment of fees was an important incentive for training.
Some advisers felt that, while they could motivate ERA participants to take up training, the fee
payment made it possible. Affordability of training was a prime issue for all participant groups. Most
stated that they would not have been able to take courses if the fees had not been paid by ERA,
while some reported that course fees were the reason why they had not independently taken up
training in the past.

Data from the two-year customer survey are less conclusive about the influence of the training
bonus on work behaviour (see Table 3.4). As with their views on the retention bonus, participants
varied in their responses when they were asked whether the training completion bonus had made
a difference to their work behaviour. Among the lone parents, similar proportions (just under half)
of NDLP and WTC participants felt that the bonus influenced their decision ‘a lot’ to start a course,
while just over half felt that the bonus encouraged them ‘a lot’ to continue the course. For ND25+
recipients of the training bonus, the survey data indicate that a higher proportion (50 per cent)
felt the bonus encouraged them ‘a lot’ to continue with a course than the proportion who said it
influenced them ‘a lot’ to take up training in the first place (30 per cent). However, the number of
ND25+ survey respondents who had received the bonus was small, so these data should be treated
with caution.

A few respondents in the qualitative interviews referred to the incentives as a motivating force that,
in the words of one former ND25+ participant, did ‘spur me on a little bit more probably than I would
have done’. For some NDLP and WTC participants, the training bonus also helped to justify time away
from the family, as one WTC participant stated:

‘...when you are a lone parent...you kind of feel like you can’t go off and do something for
yourself because there just isn’t the time or you can’t afford to do it. So [the training bonus]
made the course more enjoyable because you knew you were getting paid as well so it was even
better.’

(Former participant, WTC programme group)

3.7.5 Longer-term influences of in-work training

In qualitative interviews conducted in 2009, former ERA participants were asked to reflect

on their experience of ERA training and how they saw its importance in terms of their current
circumstances.®? Some who took up training reported that it had helped them take on greater
responsibilities at work or get a promotion, which, in some cases, required more qualifications
or credentials. Other respondents reported softer outcomes, such as becoming more aware of
capabilities, more self-confident, or more assertive.

At the same time, for many participants, training did not lead to better employment outcomes.
Some were reluctant to put their financial stability and family life at risk by changing to a new job,
even though they had new skills. Some lone parents wished to defer a new career or a change in
their work patterns until their children required less care. Others lacked relevant work experience. For
example, one WTC participant who had received ERA support to train in childcare while working as

a hairdresser expressed frustration that all job advertisements required relevant experience. She felt
that one drawback of ERA was a lack of practical experience for entering a new field.

This apparent gap between acquiring new qualifications and skills and the application of these to
the workplace also points to a limitation in the capacity of ERA advisers. Although these staff could

%2 See Hendra et al., 2011, for more details.
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offer general guidance on advancement, they did not have expertise in the opportunities available in
specific occupational areas or the training they required. Nor were they linked in with local employers
to identify the marketable skills that were in demand at particular firms and organisations. Instead,
as generalists, ERA advisers typically encouraged participants to build their skills in whatever areas
were of interest to them.

3.8 Conclusions

At the time ERA was launched, the New Deal programmes and Jobcentre Plus offered customers
who entered work little additional assistance once they found jobs. ERA was thus a radical
departure from ‘business as usual’, and there was no guarantee that Jobcentre Plus could
effectively implement the model. Line staff and managers alike were inexperienced in delivering
an advancement-focused intervention, and the institutional incentives under which they operated
offered little encouragement to focus on advancement-related outcomes.

Not surprisingly, the agency encountered many difficulties along the way, and the quality with
which ERA was implemented varied across local Jobcentre Plus districts, offices, and staff. However,
over time and with much effort, implementation grew stronger and Jobcentre Plus was able to
deliver the core elements of the model. As this chapter has shown, substantially higher proportions
of working ERA participants were engaged with Jobcentre Plus and received advancement-related
assistance while employed, compared with their control group counterparts.

Important differences emerged across the three target groups in how participants engaged with
ERA and viewed advancement. Working ND25+ participants were the most reluctant to maintain
contact with Jobcentre Plus and, consequently, received the lowest levels of in-work help, compared
with working participants in the two lone parent target groups. Given their history of long-term
unemployment, it appears that many in the ND25+ group were more interested in securing a stable,
permanent position than in advancement and were guided more by an ethos of self-reliance.

Many NDLP participants who re-entered work during ERA expressed a desire to become comfortable
with new routines for balancing work and family responsibilities before focusing on advancement.
Consequently, ERA advisers often focused on early work-adjustment issues like childcare
arrangements and assistance with changes in benefits and tax credits. Lone parents with younger
children, in particular, were more hesitant to take on full-time employment, despite the offer of

the retention bonus for sustained full-time work. Instead, they sought employment they could
flexibly balance with childcare and school hours. Similarly, lone parents had more challenges
accommodating training, given their childcare and other family responsibilities, although many of
them did take it up.

The WTC group included lone parents who were further along in their work journeys and
theoretically more receptive to work progression. Advisory staff noted that WTC programme

group participants had fewer employment retention issues and were generally more receptive to
advancement support. As a group, they were more prepared to commit to full-time work when they
entered ERA and more interested in training.

The different background characteristics of the NDLP, WTC, and ND25+ target groups and

their different orientations to work, advancement, and training suggest that the effects of the
programme on their labour market outcomes may vary as well. The next few chapters explore ERA’s
impacts for each of the three groups separately, beginning with the two lone parent groups.
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A

Impacts of ERA on labour
market and other outcomes
for lone parents (NDLP and
WTC)

Box 4.1 Chapter 4 at a glance

For the New Deal for Lone Parents (NDLP) target group, the Employment Retention and
Advancement (ERA) programme increased employment and earnings during the period of
ERA eligibility and reduced receipt of Income Support. However, these effects did not last.

For the Working Tax Credit (WTC) target group, ERA had no effects on employment or receipt
of Income Support, but it increased earnings during the period of ERA eligibility. Again, these
effects did not last.

ERA increased short-term earnings largely by causing participants to work longer hours, but
it had few other effects on employment retention or advancement for either the NDLP or the
WTC groups.

ERA increased participation in training during the first two years of the follow-up period for
both target groups, especially for the WTC group, but it did not increase receipt of training-
related qualifications.

ERA reduced receipt of Income Support benefits among the NDLP group.

ERA had little overall effect on most measures of child and family well-being for the two
target groups.

4.1

Introduction

The ERA programme’s central goals were to help its participants remain employed and, over time,
achieve better positions and compensation. This chapter shows how successful ERA was in achieving
those goals for each of the two lone parent target groups. It should be noted that the lone parents
included in the study were positively inclined towards work at the start of the programme. Those
who were not employed at the time of random assignment had demonstrated their interest in
working simply by having volunteered for the NDLP welfare-to-work programme. Those receiving
WTC at the time of random assignment were already employed and seeking help from ERA to
advance.

The ERA evaluation’s report on the programme’s first-year impacts® provided the first evidence of
the effects of ERA on a range of outcomes that included employment, earnings, welfare benefits,
and training. The report on second-year impacts built on those early results, covering the first two
years after random assignment and a broader set of outcome measures.** The main findings from
these previous reports showed that, for the NDLP group, ERA increased earnings and employment -

93
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Dorsett et al., 2007.
Riccio et al., 2008.
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particularly full-time employment - and reduced the number of months receiving Income Support.
For the WTC group, ERA increased hours worked, leading to an increase in earnings in the second
year. For the WTC group, ERA had no significant effects on benefits receipt.

The findings considered in this chapter build on these earlier results, extending the period over which
outcomes are considered to cover five years after random assignment. This allows more opportunity
to assess the effects on employment retention® and advancement.

These longer-term results are also important because they address, for the first time, whether ERA
had any sustained impact beyond the period of ERA participation. Since participation could last

for up to 33 months, the results include the effects of ERA for at least two years after participants
exited the programme.®® This extended follow-up period makes it possible to assess whether ERA’s
combination of financial incentives and adviser support has begun to lift people out of the ‘low-pay,
no-pay’ cycle.

The analysis uses administrative records data to estimate key impacts on labour market and
benefit outcomes. It also uses data from the customer surveys to reinforce and complement the
administrative data results and to estimate effects on the receipt of relevant services and on other
outcomes that cannot be measured with administrative data, such as impacts on child and family
well-being.

[t is important to keep in mind the important distinctions between the NDLP and WTC groups. NDLP
lone parents were out of work or working fewer than 16 hours per week at the time of random
assignment. Therefore, they began ERA by receiving pre-employment services from the New Deal
programme designed for lone parents. As Chapter 3 explained, this programme generally offered
them the same kind of help to find work as the regular New Deal programme offered to the NDLP
control group. Only those ERA participants who got jobs entered the post-employment phase

(from which the control group was excluded).The WTC participants, who were already working

16 to 29 hours per week, entered the post-employment phase immediately; consequently, ERA
was an entirely post-employment programme for them. WTC sample members were also a more
advantaged group than NDLP participants on a variety of background characteristics associated with
success in the labour market, as Chapter 2 showed. Thus, ERA might affect each of these two lone
parent target groups differently.

Throughout the chapter, the presentation focuses first on the NDLP group and then on the WTC
group. Intuitively, there is some appeal to viewing the NDLP and WTC sample members as related,
in the sense that one could envisage a particular trajectory for a lone parent, who would begin

by taking the first step towards re-entering the labour market with the help of the New Deal
programme, and then move onto a part-time job and qualify for the WTC - thus entering the
status that the WTC participants had when they began ERA. Seen in this way, the WTC group
might be viewed as the NDLP group slightly further down the line. This is far from being a precise
interpretation, of course, since many in the WTC group would never have participated in the New
Deal programme, and some New Deal participants may never work. Nevertheless, viewing the effect
on the NDLP and WTC lone parents in tandem may offer a rough feel for how ERA might affect
outcomes for lone parents after they become more established in work.

% ‘Retention’ is used as shorthand for ‘employment retention’ - that is, remaining in work,
whether or not an individual remains in the same job.

% While the maximum period of eligibility was 33 months, eligibility for certain elements of ERA
ended before that for some individuals. For example, some participants received all six of the
retention bonuses to which they were entitled before the 33-month point, but they continued
to be eligible for adviser support. In practice, however, most individuals did not receive all six of
their bonuses, so the full 33 months of ERA eligibility applied.
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4.2 ERA’s impacts on work and earnings

This section presents ERA’s labour market effects for lone parents, first for the NDLP group and then
for the WTC group. The main results are based on outcomes taken from administrative data, but
these are supplemented with findings based on data from the customer surveys. The strengths and
weaknesses of administrative data compared with survey data are outlined in Box 4.2.

In general, the survey data are used cautiously in this analysis due to the existence of some
response bias, especially in the year 5 survey wave.?’

Box 4.2 Comparing administrative records data and survey data

Relative to survey data, administrative records data have the advantage of being available

for all participants in the ERA experiment and do not suffer from non-response bias or recall
error. However, they also have some weaknesses relative to survey data. First, survey data

are richer and permit outcomes to be considered that are not available in the administrative
data. Prominent examples include hours worked and job characteristics. Second, survey data
can capture a broader range of employment types. Administrative data cover only individuals
whose employers participate in the Pay As You Earn (PAYE) system (a method of paying

income tax whereby the employee receives wages with the tax already deducted by the
employer). Self-employment is not captured, and many employees who earn less than the PAYE
threshold are not covered. More information on the extent of under-coverage of employment
in the administrative records is provided in Appendix A, but, despite these limitations, the
administrative records are deemed a more reliable data source than survey data for measuring
ERA’s main effects on employment and earnings.

4.2.1 Labour market outcomes for the NDLP control group

Outcomes for the control group are the benchmark used to judge the effects of ERA because they
represent what would have happened to the ERA group in the absence of the programme. Figure 4.1
shows the proportion of those in the NDLP control group who were employed in each month of the
five years following random assignment. The proportion employed rose fairly rapidly over the first
three months, from an initial level of 20.4 per cent. From about a year after random assignment, the
proportion stabilised at around 40 per cent. Therefore, without ERA, two-fifths of the NDLP group
would have worked in any given month. The fact that the proportion employed at any time during
the follow-up period - 79 per cent - is considerably higher than the proportion in work in any given
month indicates that many controls entered work but did not work consistently. In fact, nearly

half of those who had worked at some point were not employed in month 60.%¢ This evidence is
suggestive of the degree of employment instability within the NDLP target group.

This finding is of considerable interest, since it shows the extent to which lone parents wishing to
enter employment are successful in achieving sustained work. This represents the baseline situation
against which the success of ERA is measured. It captures one dimension of the ‘low pay, no pay’
cycle that ERA attempted to overcome. The other dimension to this cycle relates to the earnings that
those in work are able to achieve. This is less straightforward to observe from administrative data,
where information on earnings is available only by tax year, and hours of work are not recorded.
Ideally, one would examine the ‘low-pay, no-pay’ cycle by considering movements in and out of
employment alongside hourly wages when working.

9 The response bias issue is discussed in detail in Appendix A.
% Using the information from Figure 4.1: (.79-.415)/.79 = .475.
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It should be noted that the timing of random assignment (October 2003 to December 2004) is

such that the five-year follow-up period encompasses the onset of the recession (second quarter

of 2008). In view of this, it is notable that the control group employment rate remains steady over
time, even in the later follow-up months. This may be explained, at least in part, by the fact that the
NDLP group is predominantly (95 per cent) female. A feature of the recent recession is that, up until
the second quarter of 2010 (the latest period for which outcomes are considered in this report), the
reduction in the national employment rate was driven almost entirely by the fall in the proportion of
men in work; women’s employment remained comparatively steady, as shown in Figure 4.2.

Figure 4.2 Employment by age and gender for all customers
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SOURCE:MDRC calculations based on the Labour Force Survey and NOMIS (www.nomisweb.co.uk).

4.2.2 ERA’s impacts on work and earnings for the NDLP target group

For NDLP participants, ERA’s pre-employment component in theory could differ from the pre-
employment services the control group received in two ways that could affect their employment
outcomes. First, ERA advisers could encourage participants to hold out for better jobs that offered
more potential for advancement. Narrowing the scope of jobs sought in this way could have delayed
the time it took ERA participants to enter work, compared with the control group. However, the
evaluation could find little evidence that advisers systematically offered such advice.”

More important is the possibility that simply offering the ERA retention bonus would alter the types
of jobs sought. Because the retention bonus was payable only for full-time work (defined as 30 or
more hours per week), ERA would be expected to prompt individuals to favour such jobs over part-

% Dorsett et al., 2007, pp64-65.
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time positions. At the same time, because the bonus rewarded any type of full-time work, it might
encourage individuals to take jobs that they might otherwise have regarded as too poorly paid. This
would expand the pool of jobs deemed acceptable and thereby speed up the job search process.

Table 4.1 summarises ERA’s actual employment effects, based on administrative records data.
(See Box 4.3 for information on how to read the impact tables in this report.) It shows that ERA had
no impact on the probability that NDLP lone parents would enter work in the first follow-up year,
but that it had a small positive and statistically significant effect of 2.2 percentage points (a gain
of about four per cent above the control group average) in year 2. This impact was not sustained;
in later years, there were no statistically significant employment effects. Nor did ERA increase the
number of months worked in any year. NDLP lone parents in ERA worked an average of about five
months in each follow-up year, as did those in the control group.

Table 4.1 Effects of ERA on employment and earnings within five years
after random assignment, NDLP target group

ERA Control Difference
Outcome group group (impact) P-value
Ever employed during (%)
Year 1 57.1 56.5 0.6 0.618
Year 2 57.8 55.6 22* 0.066
Year 3 53.7 53.8 -0.2 0.895
Year 4 53.2 54.0 -0.8 0.507
Year 5 52.9 53.9 -1.0 0.420
Years 1-5 79.0 79.0 -0.1 0.940
Average number of months employed during
Year 1 4.6 4.5 0.0 0.677
Year 2 5.1 5.1 0.1 0.555
Year 3 5.1 5.1 0.0 0.799
Year 4 5.1 5.2 -0.1 0.658
Year 5 5.1 5.2 -0.1 0.556
Years 1-5 25.1 25.0 0.0 0.969
Employed during month 24 (%) 42.5 41.4 1.1 0.334
Employed during month 36 (%) 42.8 42.6 0.2 0.893
Employed during month 48 (%) 42.7 43.0 -0.3 0.769
Employed during month 60 (%) 41.5 43.4 -1.9 0.103
Average earnings during 2005-2006 tax year (£) 3,862 3,554 308 ** 0.021
Average earnings during 2006-2007 tax year (£) 4,032 3,883 150 0.310
Average earnings during 2007-2008 tax year (£) 4,387 4,271 116 0.475
Average earnings during 2008-2009 tax year (£) 4,999 5,033 -35 0.844
Average 4-year earnings during 2005-2009 tax years (£) 17,280 16,742 538 0.325
Employed during 2005-2006 tax year (%) 54.6 52.1 2.4 ** 0.040
Employed during 2006-2007 tax year (%) 49.7 49.6 0.1 0.901
Employed during 2007-2008 tax year (%) 49.6 48.5 1.1 0.355
Employed during 2008-2009 tax year (%) 52.5 53.0 -0.5 0.659
Average number of employment spells 0.9 0.8 0.1 = 0.004
Average number of non-employment spells 1.2 1.1 0.0 ** 0.029
Average number of months to first employment 20.1 20.6 -0.5 0.364
Average duration of first employment (months) 17.8 18.5 -0.7 0.166

(continued)
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Table 4.1 Continued
ERA Control Difference
Outcome group group (impact) P-value
Time to first employment (%)
Employed in month of RA® 25.7 253 03 0.734
1 to 6 months 24.6 229 1.7 * 0.094
7 to 12 months 8.1 9.1 -1.0 0.137
13 to 24 months 10.0 9.3 0.7 0.349
Greater than 24 months 10.6 12.4 -1.8 ** 0.020
Never employed in first 60 months 21.0 21.0 0.1 0.940
Sample size = 6,787 3,365 3,422
SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment records.
NOTES: Estimates were regression-adjusted using ordinary least squares, controlling for pre-random assignment characteristics of

sample members.
Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and the control group. Statistical
significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.

Includes all customers randomly assigned between October 2003 and April 2005.
°RA refers to random assignment.

Box 4.3 How to read the impact tables in this report

Most impact tables in this report use a similar format, illustrated below. The example below
shows a series of employment outcomes for the ERA group and the control group for the WTC
group. It shows how many hours members of both the ERA group and the control group worked
at month 60. For example, about 43 (43.1) per cent of ERA group members and about 36 (36.1)
per cent of control group members worked 30 or more hours per week at month 60.

Because individuals were assigned randomly either to the ERA programme or to the control
group, the effects of the programme can be estimated by the difference in outcomes between
the two groups. The ‘Difference’ column in the table shows the difference between the two
groups on several outcomes. These differences represent the programme’s impact on various
outcomes. For example, the impact on working 30 or more hours per week at month 60 can be
calculated by subtracting 36.1 from 43.1, yielding 7 percentage points. Thus, ERA increased the
likelihood that people would work 30 or more hours per week.

Differences marked with asterisks are ‘statistically significant’, meaning that it is quite unlikely
that the differences arose by chance. The number of asterisks indicates whether the impact is
statistically significant at the 1 per cent, 5 per cent, or 10 per cent level (the lower the level, the
less likely that the impact is due to chance). For example, as shown below, the ERA programme
had a statistically significant impact of 7 percentage points at the 1 per cent level on customers
working 30 hours or more. (One asterisk corresponds to the 10 per cent level; two asterisks, the
5 per cent level; and three asterisks, the 1 per cent level.) The P-value indicates the probability
that the difference arose by chance.

Some measures in Chapter 4 are shown in italics and are considered ‘non-experimental’
because they include only a subset of the full report sample. For example, because workers in
the ERA group may have different characteristics than workers in the control group, differences
in these outcomes between those workers may not be attributable to the ERA programme.
Statistical significance tests are not conducted for these measures.

(continued)
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Box 4.3 Continued

Outcome ERA group  Control group Difference P-value
(impact)

Hours worked per week at
month 60 (%)

Did not work 17.0 16.9 0.1 0.985
1to 15 hours 2.3 3.6 -1.3 0.107
16 to 29 hours 37.7 43.3 5.6 ** 0.013
30 or more hours 43.1 36.1 7 0.002

Average weekly hours among workers
at month 60 28.4 27.2

In interpreting the dissipation of the year 2 employment impacts, it is helpful to note that the ERA
group and the control group each saw its employment rate drop in the subsequent year to a level
that was roughly the same, and their rates remained similar to each other’s through to the end of
the follow-up period. Thus, the ERA group’s early gain went away as their employment rate fell back
to the normal trajectory demonstrated by the control group.

Turning next to ERA’s effects on earnings, it is important to note that the relationship between
impacts on employment rates and impacts on average earnings is not necessarily straightforward.
While an increase in employment will typically increase earnings, this may not always be true. For
example, in theory, ERA could have caused some individuals to work more hours, but at a lower
wage than they would have accepted otherwise. This could result if the combination of earnings
and the retention bonus left them better off, such that they might have been willing to accept
lower-paying full-time positions, or because the lower-paying jobs had attractive characteristics
(e.g., perhaps they were more conveniently located or offered better employment benefits). For such
individuals, the effect on earnings might be small or even negative. Alternatively, for individuals who
would otherwise have worked in excess of 30 hours per week, the availability of the retention bonus
under ERA might have allowed them to achieve the same level of income while working fewer hours
(although still more than 30). If they chose to reduce their hours to a level closer to the retention
bonus threshold, the effect on earnings is likely to be negative. It is also possible for a programme

to produce positive earnings impacts with little or no effect on the rate of employment. This could
occur, for example, if the programme caused individuals who would have worked at least some
hours even in the absence of the programme to work more hours and/or helped them secure better-
paying jobs than they would otherwise have gotten.

Table 4.1 also shows ERA’s actual effects on earnings. (These earnings do not include ERA retention
bonus payments.) ERA increased earnings in the 2005-2006 tax year by an estimated £308.

This represents an increase of about nine per cent of the control group’s average earnings and is
statistically significant. The impact is smaller in later tax years and never statistically significant.
The impact on total cumulative earnings over the four-year follow-up period is fairly small and not
statistically significant.

In considering these impacts, it should be noted that while the 2005-2006 tax year relates to a
period entirely within the 33-month ERA participation period for nearly all individuals, ERA eligibility
ended for many during the 2006-2007 tax year.'® This means that earnings in the 2005-2006 tax

100 See Figure 2.1 for the details of how programme years and tax years compare.
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year capture impacts during ERA participation, while the 2006-2007 earnings reflect a mixture of
post-ERA impacts and ongoing ERA participation impacts. In 2007-2008, the proportion for whom
ERA was still continuing was smaller still, while 2008-2009 outcomes relate to a period after ERA
eligibility in all cases.

Earnings information can also be used to examine employment effects by tax year. Here, individuals
are regarded as employed in a tax year if they are recorded as having positive earnings in that year.
This provides a helpful means of giving employment impacts for the same period of time for which
the earnings impacts are estimated. Table 4.1 shows a statistically significant positive impact in

the 2005-2006 tax year of 2.4 percentage points (4.6 per cent) but no significant effects in later tax
years. This mirrors the pattern of impacts on earnings.

Itisin line with expectations that the earnings effects of ERA should be greatest during the

period of eligibility. Earnings effects are of interest in their own right, but also reveal the effect of
ERA on hours. To see this, note that earnings effects can be caused by increased employment,
increased hours worked, or increased wages. The fact that the earnings effect in 2005-2006 was,

in percentage terms, about double the employment effect in that same year, suggests that the
earnings gain was driven in part by those in the ERA group working more hours or receiving a higher
wage. It is not possible to state definitively, based on administrative data, which of these two
explanations is likely to dominate. However, intuitively, there are reasons to believe that the higher
hours were chiefly responsible. This is for two reasons. First, expecting ERA to have had an effect

on advancement and the hourly wage individuals could attract as early as 2005-2006 is perhaps
unrealistic. Second, ERA explicitly offered an incentive for increased hours, and it is plausible that
lone parents entering work responded to this incentive. In addition, early survey data, presented in a
previous report on ERA, show that there were increases in the proportion of the sample that worked
full time.

In trying to understand why the 2005-2006 earnings effect disappeared, it is helpful to consider

the year-to-year earnings trends of the programme and control groups. As Table 4.1 shows, both
groups saw their earnings increase in each tax year over the previous tax year. In fact, for both
groups, average earnings in tax year 2008-2009 were higher than they were in tax year 2005-

2006 by amounts that exceeded what would have been expected from inflation alone. However,
although the ERA group earned more than the control group early on, the control group’s pace of
improvement quickened, and the ERA group did not sustain its advantage. By the end of the follow-
up period, both groups were earning about the same on average - but still more than they had been
previously.

4.2.3 ERA’s impacts on work and earnings for the WTC target group

Figure 4.3 shows monthly employment rates for the WTC control group. Nearly all members of the
control group worked at some point during the five-year follow-up period, reflecting the fact that the
tax credit is conditioned on working. (The true employment rate may have been somewhat higher;
as previously noted, administrative records data do not capture all employment.) Furthermore,

the proportion in work remained fairly stable at a fairly high rate, usually exceeding 60 per cent.
Nonetheless, this rate is lower than the proportion ever in work during the follow-up period,
indicating some movement in and out of the labour market even among this group.



Impacts of ERA on labour market and other outcomes for lone parents (NDLP and WTC)

82

‘ubis annpbau o

Y1IM Pa1D2IpUIl 21D JUSWUDBISSD WOPUDJ 210J9q SYIUON 1USLIUDISSD LOPUDJ JO SWIN 8Y] 940J9q SYIUOW SUI0S apn)dul sainbiy 9say] SILON

09 (LS €S 6% Sy Iy

609

"SpJ02aJ JuswAoidwa Apnis jouIpNIIbUOT SUOISUS PUD MJOA\ WO} SUOIDINDIDD JYAW :IDYNOS

”—COC\_C@_mmO wiopupJ 1a1j0 Syjuop

LE 33 6¢ G¢ 1c L1 el 6 S 2 - 8 (-

0¢

0

0¢

0§

(%)

T 09

T+ 0L

T 08

%898 SOM G-T SIDaK ulawi}
Aup 1o pakojdwsa Jans sbpjusdiaday]

T 06

= 00T

dnoub 196403 Y1 M ‘QuawIUbISSD WopuDJ 191D SADIA dALY 3S41) BY3 J9A0 S3IDJ JudwAojdwa dnoub josquo) €'+ inbi4




Impacts of ERA on labour market and other outcomes for lone parents (NDLP and WTC) 83

Because all WTC participants should have been employed at the time of random assignment, it is
not surprising that ERA did not increase the proportion ever employed during the follow-up period
(see Table 4.2). However, ERA also had no effect on this group’s probability of being employed in any
given month (see Figure 4.4). Nor did it increase their average number of months employed. WTC
participants in ERA worked an average of roughly 7.5 months in each follow-up year, which is about
the same as the average for the control group.

Figure 4.4 ERA group and control group employment rate trends over the first
five years after random assignment, WTC target group

70 1
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Statistically significant at the 10 per cent level = <; 5 per cent or 1 per cent = 4

SOURCE:MDRC calculations from Work and Pensions Longitudinal Study employment records.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and
the control group.
A white diamond on the axis indicates that the impact is statistically significant at the

10 per cent level. A black diamond on the axis indicates that the impact is statistically
significant at the 5 per cent or 1 per cent level.

These figures include some months before the time of random assignment. Months
before random assignment are indicated with a negative sign.
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Table 4.2 also shows employment based on tax-year earnings information. As in the case of the
NDLP group, according to this measure, individuals were regarded as employed in a tax year if they
had any recorded earnings in that year. The results show no statistically significant effects, although
the difference in the 2005-2006 tax year of 2.3 percentage points is close to statistical significance

(p-value =.127).

Table 4.2 shows that ERA increased earnings in the 2005-2006 tax year by an estimated £402. This
represents a statistically significant increase of about six per cent over the control group average.
However, ERA produced no statistically significant earnings gains in other tax years or for the full
follow-up period. It should be recalled that the earnings impact in the 2005-2006 tax year reflects
impacts during ERA participation for all participants; increasing proportions of sample members

exited the programme after that year.

The combination of no statistically significant employment effect with a positive earnings effect
early in the follow-up period suggests that ERA either increased wage rates or hours worked for the
WTC group. An increase in hours worked would appear to offer the more likely explanation (as is
true for NDLP participants). The evaluation’s report on two-year impacts offers some support for this
conclusion, with survey data showing that ERA caused a statistically significant shift from part-time

to full-time work for the WTC group. 1%

Table 4.2 Effects of ERA on employment and earnings within five years
after random assignment, WTC target group

ERA Control Difference
Outcome group group (impact) P-value
Ever employed during (%)
Year 1 77.0 76.6 0.4 0.780
Year 2 74.1 73.4 0.8 0.649
Year 3 71.2 69.9 1.3 0.454
Year & 71.3 70.1 1.2 0.470
Year 5 68.6 68.2 0.3 0.849
Years 1-5 88.1 86.8 13 0.293
Average number of months employed during
Year 1 8.1 8.1 0.0 0.949
Year 2 7.8 7.7 0.1 0.697
Year 3 7.6 7.5 0.0 0.844
Year & 7.6 7.5 0.0 0.815
Year 5 7.4 7.4 0.0 0.895
Years 1-5 38.5 383 0.2 0.860
Employed during month 24 (%) 64.2 62.9 1.3 0.460
Employed during month 36 (%) 64.1 62.2 1.8 0.315
Employed during month 48 (%) 63.2 63.5 -0.3 0.866
Employed during month 60 (%) 60.6 60.9 -0.3 0.867
Average earnings during 2005-2006 tax year (£) 7,069 6,667 402 ** 0.045
Average earnings during 2006-2007 tax year (£) 7,408 7,071 337 0.145
Average earnings during 2007-2008 tax year (£) 7,502 7,555 -53 0.840
Average earnings during 2008-2009 tax year (£) 8,636 8,401 234 0.401
Average 4-year earnings during 2005-2009 tax years (£) 30,615 29,695 921 0.279

(continued)

101 Riccio et al., 2008.
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Table 4.2 Continued

ERA Control Difference

Outcome group group (impact) P-value
Employed during 2005-2006 tax year (%) 81.9 79.6 2.3 0.127
Employed during 2006-2007 tax year (%) 76.8 76.0 0.8 0.615
Employed during 2007-2008 tax year (%) 70.7 73.0 -2.3 0.177
Employed during 2008-2009 tax year (%) 75.6 74.7 0.9 0.562
Average number of employment spells 0.9 0.9 0.0 0.284
Average number of non-employment spells 0.6 0.6 0.0 0.669
Average number of months to first employment 11.0 11.5 -0.5 0.544
Average duration of first employment (months) 32.6 32.6 0.0 0.964
Time to first employment (%)

Employed in month of RA® 67.6 67.6 0.0 0.995

1 to 6 months 6.6 6.0 0.6 0.477

7 to 12 months 3.1 3.6 -0.5 0.462

13 to 24 months 4.1 33 0.8 0.243

Greater than 24 months 6.6 6.3 0.3 0.714

Never employed in first 60 months 11.9 13.2 -1.3 0.293
Sample size = 2,815 1,415 1,400

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment records.

NOTES: Estimates were regression-adjusted using ordinary least squares, controlling for pre-random assignment characteristics of
sample members.

Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and the control group. Statistical
significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.

Includes all customers randomly assigned between October 2003 and April 2005.
°RA refers to random assignment.

4.2.4 Alternative tests of ERA’s labour market effects using survey data

The results discussed so far are based on administrative data. This section presents complementary
estimates based on survey data, all of which relate to the time of interview or the fifth year after
random assignment.1©2

Results for the NDLP target group

Table 4.3 shows that about 66 per cent of the NDLP control group respondents to the year 5 survey
said that they had worked at some point during the fifth year following random assignment. This is a
higher level than that observed using administrative data (Table 4.1), but the rate for the ERA group
is similar, and ERA produced no statistically significant difference on this measure. This is consistent
with the finding based on administrative data of no long-run employment impact. Similarly, about
57 per cent of the ERA group and the control group said that they were employed at the time of the
interview.

102 Qutcomes referred to as relating to the 60-month point are more accurately described
as outcomes relating to the time of the final survey, which took place on roughly the fifth
anniversary of randomisation (i.e., about 60 months later), which was actually sooner for
some respondents and later for others, depending on when they completed the interview.
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Nor does it appear based on the survey data that ERA substantially increased the tendency to work
more hours per week in the long run. Among all respondents (including those working zero hours),
participants in the ERA group worked 15.6 hours per week at the end of the five-year follow-up
period, compared with 15.1 hours per week among the controls. A little over a quarter of both the
ERA group and the control group worked full time (30 or more hours per week) in month 60.

Total average earnings in year 5 were about £6,000 for the control group. Although those in the ERA
group earned on average £450 more than this in year 5, the difference is not statistically significant.

Results for the WTC target group

There were no differences in employment rates at the time of the year 5 survey interview.
Approximately 83 per cent of respondents were working when they were interviewed. This is nearly
15 percentage points higher than the rates observed in the administrative records for the same time
period.1%

As shown in Table 4.3, it appears that ERA may have had a small long-run effect on work hours
among the WTC group. On average, those in the ERA group worked 23.6 hours per week at the time
of the five-year survey, compared with 22.6 hours per week among the control group; a difference
that is very close to being statistically significant.’® Looked at another way, ERA increased the
probability of working full time (that is, 30 or more hours per week) by nearly seven percentage
points at the time of the survey interview. While these results might seem difficult to reconcile with
the lack of a significant effect on earnings, it may be that ERA produced a shift in work hours from
just below 30 hours to just above the 30-hour mark. Such a minor shift might be insufficient to
generate an impact on earnings.'®

Despite the increase in work hours, there was no evidence of an effect on weekly wages at the

time of the survey interview. In addition, ERA had no effect on wage rates. Overall, these results are
consistent with the results discussed in the two-year report: ERA’s effect on earnings for the WTC
group was mostly due to the increase in the percentage of workers who worked full time, which was
most likely driven by the ERA retention bonus, as it was contingent on full-time work.

193 Year 5 measures are not shown in Table 4.3 for the WTC group because many WTC group
members did not have five full years of follow-up from survey data.

104 The p-value in Table 4.3 falls slightly below the threshold of statistical significance, but appears
as .100 due to rounding.

195 In considering this result, one should also bear in mind that the survey outcomes were
measured for a sample that experienced earnings impacts, according to administrative records
data, that were larger than the impacts measured with those same data for the full sample, as
discussed in Appendix A.
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4.3 ERA’s impacts on employment dynamics and job
characteristics

The preceding analysis has shown the overall effect of ERA over the five years following random
assignment. This section takes a closer look at ERA’s effects on a variety of measures concerning
employment dynamics and features of jobs that are relevant to retention and advancement. These
include the following:

+ The number of employment spells, which reflects the amount of movement from job to job.
This could signal advancement if changing jobs were motivated by progression, but it could also
indicate employment instability.

« The number of spells of non-employment, which reflect periods when lone parents may be at
greater likelihood of returning to benefits after having found work.

« The amount of time taken to find employment, which is the first step towards advancement for
unemployed lone parents.

+ The duration of first employment, which, depending on the reason for leaving the job, could
reflect either success in keeping a job, or quicker progression to a new job with better prospects.

« The amount of time spent in continuous employment, which is a more direct measure of
employment retention.

+ The characteristics of jobs, which can help show whether the pay and conditions of work reflect
advancement.

Information on job characteristics comes from survey data. All the other measures are based on
administrative records data.

4.3.1 ERA’s impacts on employment dynamics

Results for the NDLP target group

Table 4.1 shows that ERA caused statistically significant, but small, increases in the number of
employment spells and in the number of non-employment spells experienced by those in the NDLP
group.’® Neither of these patterns suggests that the programme caused a major change in the
likelihood of cycling in and out of work. ERA also had no statistically significant effect on the amount
of time it took ERA participants to begin working after random assignment,*?” or on the duration of
first employment.

Results for the WTC target group

Retention was a less important challenge than advancement for the WTC group, compared with
the NDLP group. Approximately 70 per cent of WTC control group members worked in any given
year, according to the administrative data. Employment rates were highest in year 1, but did not fall

1% Relative to someone who does not enter work, an individual who starts an employment
spell will be recorded as having an additional employment spell. Should that spell not last,
the individual will return to non-employment and therefore be recorded also as having an
additional non-employment spell.

107 Table 4.1 also shows that ERA increased by 1.7 percentage points the proportion of people
finding work within six months, but this was offset by a corresponding reduction in the
proportion of people entering work after more than two years.
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substantially in subsequent years. Furthermore, WTC control group members were much more likely
(by about half) to experience a spell of non-employment than were NDLP control group members.

Table 4.2 shows that ERA had no effect on the number of employment spells, the number of non-
employment spells, the number of months to first employment, or the average duration of first
employment.1©8

4.3.2 ERA’s impacts on job characteristics

Results for the NDLP target group

Advancement is a complex concept whose interpretation is partly subjective.'® The outcomes
considered in Table 4.4, which are based on survey data, reflect particular dimensions of job
quality, including job stability, responsibilities, fringe benefits (broadly defined), participants’ own
assessment of their jobs, and employment costs. The overriding impression from the results is that
ERA had little effect on these dimensions of advancement.

Results for the WTC target group

Table 4.4 considers a number of aspects of individuals’ jobs. Looking at the control group outcomes,
it is clear that most WTC group members had permanent jobs (88.8 per cent) and most worked
during daytime hours (nearly 80 per cent). Nearly seven per cent of WTC control group members
were self-employed. These participants’ employment records would not be captured in the
administrative records data.

WTC control group members had better jobs compared with NDLP control group members across
a range of job characteristics. For example, nearly 21 per cent of WTC control group members

had supervisory positions, a majority had at least some types of employment benefits, and WTC
control group members were nearly 20 percentage points more likely to report that they liked their
job a great deal, compared with the NDLP control group. These differences are not surprising, as
WTC group members entered the study with higher educational credentials, more employment
experience, and older children, compared with the NDLP control group.

As was the case with the NDLP group, there is little evidence that ERA improved job quality.
Overall, it had little effect on job stability, fringe benefits, or individuals’ attitudes towards their
jobs. One exception is that ERA increased the percentage who received a promotion or increase

in responsibility by a statistically significant 3.8 percentage points (which represents a 16 per cent
increase over the control group average). In addition, ERA increased the proportion of programme
group members who had sick pay benefits by 3.7 percentage points.

108 Readers may wonder why the average months to first employment were 11.5 for WTC control
group members when all were supposed to be working. This is because administrative records
do not record all work. In particular, those who are working less than 16 hours each week are
not always recorded in administrative records. Thus, for many, this measure may record the
months until they first worked 16 hours or more each week. If sample members never worked
in jobs covered by the administrative records, their value was set to 60: the last month of the
five-year follow-up period.

109 Appendix D explores the question of how sample members defined advancement from a
qualitative perspective. See also Hoggart et al., 2006.
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L.b ERA’s impacts on training

This section assesses whether ERA had an impact on the amount of training taken by lone

parents and on the qualifications they acquired. The ability of ERA to influence training activity is
important as a potential mechanism for enhancing the prospects of lone parents advancing in
work by developing their human capital. ERA was expected to induce training through two types of
incentives. First, ERA staff could pay for participants’ tuition for training courses, up to a maximum
of £1,000 per person for all courses, provided that participants took the courses while they were
working 16 or more hours per week. Second, ERA participants could receive a training completion
bonus. This incentive paid £8 for every hour of training completed, up to a maximum of £1,000 (or
125 hours of completed training). Again, participants had to be working 16 or more hours per week
to be eligible for the training completion bonus.

4.4.1 ERA’s impacts on training for the NDLP target group

Table 4.5 shows that ERA increased the likelihood that NDLP sample members took training by a
statistically significant 4.8 percentage points during the first two years (while the ERA programme
was operating). This was from a high base: 55.7 per cent of the control group participated in training
or education at some point during these two years, even without ERA’s assistance. Impacts were
not confined to training while out of work, since the results in Table 4.5 show an increase in the
probability of combining work and training of 5.8 percentage points above a control group rate of
29.6 per cent.!10

Table 4.5 also shows that training in the first two years was often arranged by Jobcentre Plus. ERA
increased participation in such training by 7.3 percentage points. There is no evidence of an effect of
this increased training on qualifications gained over the two-year period.

ERA increased by 6.7 percentage points the probability of combining training or education with
full-time work but had no effect on the probability of combining it with part-time work (Table
4.5). Overall, it is striking that half of full-time workers in the programme group took on education
or training while working full-time and that 40 per cent of those working part time did so. Also
impressive are the high rates of training among employed control group members.!!!

The results in Table 4.6 show that ERA caused a small, but statistically, significant increase in the
number of courses taken. Those in the ERA group who did participate in some training courses took
an average of just under three courses over the two years, amounting to almost 270 hours spent in
training.

Years 3-5 mostly relate to the period after the ERA programme had ended.!*? In years 3-5, ERA did
not have an effect on most training measures.

110 This does not imply directly that ERA increased training for those in work. It could equally
be the case that employees are more likely to participate in training and that the observed
increase in training while in work is simply capturing the increase in employment due to ERA.
However, the same pattern is observed for the WTC group, for which there is no employment
effect, thus supporting a conclusion that the ERA did directly increase training among those in
work.

111 Because the types of people who worked full time in the programme group may differ in
systematic ways from those who worked full time in the control group, comparing these two
groups of workers does not yield a pure experimental impact estimate. For this reason, the
difference in training between these two groups is not presented as an impact in Table 4.5.

112 Roughly three-quarters of the months of follow-up in years 3-5 were in the post-programme
period.
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4.4.2 ERA’s impacts on training for the WTC target group

In the first two years after random assignment, while the ERA programme was operational, ERA’s
effect on training was stronger for the WTC group (compared with the NDLP group). Table 4.5 shows
that, while the WTC control group’s participation in training or education over the two years was only
somewhat higher (at 59.6 per cent) than the rate among the NDLP control group (55.7 per cent),
ERA’s impact of 12.6 percentage points was considerably larger. ERA’s impact on the WTC group’s
likelihood of combining training and employment is sizeable and statistically significant in each of
the first two years after random assignment (13.3 percentage points in year 1, and 11.7 percentage
points in year 2). The role of Jobcentre Plus is very strongly evident. Participation in training arranged
by Jobcentre Plus was almost non-existent among the control group. ERA increased such training by
nearly 20 percentage points.

Table 4.5 also shows that ERA increased the proportion of WTC participants who combined training
with full-time work by 14.2 percentage points. In addition, in contrast to the findings for the NDLP
participants, it also produced a statistically significant, though small, impact on the proportion

that combined training with part-time work (3.7 percentage points). The fact that this impact is
found despite the marked shift away from part-time work that was brought about by ERA strongly
suggests that ERA acted to encourage training among those in work. Further supporting this
inference is the finding that 74.2 per cent of full-time workers in the ERA group participated in
education or training while working full time, compared with 55.3 per cent of full-time workers in the
control group. For part-time workers, the corresponding levels are 64.8 per cent and 55.3 per cent.

In years 3-5, which mostly represent the post-ERA programme period, ERA had no effect on training.
This pattern strongly suggests that in the post-ERA period, without ERA’s financial supports and
incentives to train and advisory guidance, training rates went back to their long-term averages. It is
not surprising that impacts on training rates would eventually fade, since many had trained earlier
in the follow-up period. In fact, one might have expected the training impacts in the late follow-

up period to have become negative, if ERA’s only effect was to train earlier those who would have
eventually trained anyway. Since this did not happen, it implies that ERA did have a lasting effect on
training.

Whether ERA’s effects on training improved participants’ occupational skills is uncertain. Table

4.5 shows that, as with the NDLP group, despite the increased course-taking, ERA did not produce
statistically significant impacts on receipt of training or education qualifications during the earlier
or later stages of the follow-up period (although the effect on receipt of ‘other’ types of credentials,
such as licences and certificates associated with occupationally relevant courses,is close to
significant during the first two years of follow-up).1?3 It is possible that many of the additional
courses taken by WTC programme group members did not have formal qualifications associated
with them. Many ERA participants did obtain credentials during the follow-up period, but not at
rates that exceeded the level for controls. Chapter 5 will discuss whether the short-term increases
in training led to longer-term increases in earnings for certain subgroups and provide a summary of
the ERA training report. However, based on the results presented in this chapter, it is clear that the
increases in training experienced by the full WTC sample were not enough to lead to longer-term
increases in earnings within the follow-up period available for this report.

113 The results concerning impacts on qualifications presented here differ from those presented
in the ERA report on training, because the analysis in the report on training used a smaller
sample limited to respondents who were interviewed in both of the first two survey waves.
This was necessary due to the types of measures created for that report (Hendra et al., 2011).
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Table 4.6 shows the effects of ERA on the number and duration of classes taken. Here again, most
of the effects of ERA took place during the in-programme period (years 1-2). Those in the ERA group
who undertook training enrolled in an average of three courses over the two-year period considered
and spent an average of around 227 hours in courses. ERA increased the number of courses taken,
but not the number of hours spent on courses. At the same time, ERA resulted in an additional 6.8
weeks in which participants took part training. Taken together, the results appear to suggest that
those in the WTC group reacted to ERA by taking more and shorter courses.

The results for years 3-5 are similar to those for the NDLP target group. ERA had no effect on the
number of courses WTC participants took or on the amount of time they spent in such courses.

4.5 ERA’s impacts on taking steps towards advancement

In addition to assessing how much advancement participants achieved, it is useful to consider
whether ERA influenced the particular steps individuals took to try to advance. These might include,
for example, negotiating a pay rise or looking elsewhere for better employment. One might expect
that advancement would be a more immediate concern for the WTC group than for the NDLP group
and that NDLP participants would have a stronger focus on finding and sustaining employment
(something already achieved for the most part by the WTC group). However, one might also expect
NDLP participants to have become more interested in advancement once they had overcome the
initial employment retention hurdle.

Chapter 3 showed that, among both the NDLP and WTC lone parents, those in the ERA group who
worked were much more likely to receive in-work help or advice from Jobcentre Plus than those in
the control group who worked, and that this advice was typically more frequent and provided by
more specialised staff. The following sections consider whether, because of that assistance or any
other programme features, ERA increased the likelihood that programmme group members would
subsequently take advancement steps (in addition to pursuing full-time work) to improve their jobs
or earnings in the period three to five years after random assignment.'*

4.5.1 ERA’s impacts on advancement efforts for the NDLP target group

The top panel of Table 4.7 shows that among participants in the ERA group who ever worked within
the five years following random assignment, 78 per cent reported taking at least one of a variety of
steps to improve their work situation or earnings. Moreover, 31 per cent actively looked for another

job while working. These rates did not differ substantially from the rates observed for workers in the
control group (81 per cent and 27 per cent, respectively).

The bottom panel of Table 4.7 shows ERA’s impacts on the extent to which all participants in the
programme group were in work and taking steps to advance. It was not uncommon for those in
the ERA group to take steps to help improve their work situation or earnings; 45 per cent did so.
However, ERA had no significant effect on this outcome.

[t is interesting to note that the ERA evaluation’s report on second-year impacts found statistically
significant impacts of ERA on a number of advancement activities.!*> The main effects in this regard
were to increase efforts to work more hours, to negotiate better terms, to find a different type of
employment with the same employer, or to look for a better job with another employer. With regard
to trying to find a better job elsewhere, ERA increased the use of a range of job search channels.
These effects are small but statistically significant. However, over the last three years after random
assignment, no such impacts are evident. This pattern of results is consistent with the impression
that the ERA programme had a short-term impact that subsequently faded away.

114 Riccio et al.,2008, examines this issue for the first two years following random assignment.
115 Riccio et al., 2008.
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4.5.2 ERA’s impacts on advancement efforts for the WTC target group

Workers in the WTC programme group were slightly more likely than those in the NDLP programme
group to try to improve their lot in work. And, because more WTC participants overall were working,
a higher proportion of the entire WTC group was focused on advancement. Table 4.7 (top panel)
shows that almost 84 per cent of workers in the WTC ERA group took steps to improve their work
situation or earnings while they were employed, and 32 per cent took steps to find another job.
The bottom panel shows that ERA increased by a statistically significant 3.6 percentage points the
proportion that took steps to improve their work situation or earnings. This is from a high starting
point - two-thirds of the control group reported taking such steps.

ERA spurred WTC participants’ efforts to increase their working hours and pay, and to find work with
a different employer. It also increased the use of a range of job search channels, at least by a small
amount. However, it did not increase efforts to find different work with the same employer.

4.6 ERA’s impacts on benefits receipt

The aim of this section is to demonstrate the effect of ERA on benefits receipt based on
administrative records data. In designing ERA, the expectation was that by encouraging lone parents
to stay in work, work full time, and advance, over the long term they would have less need to rely on
benefits. This section assesses whether, in the five years following random assignment, ERA actually
had such effects.

4.6.1 ERA’s impacts on benefits receipt for the NDLP target group

Lone parents in the NDLP group were all claiming Income Support at the time of random
assignment. Table 4.8 shows that ERA reduced the number of months on Income Support by a small
amount (0.3 months, which is a little over a week) in years 1 and 2 but not thereafter. Nor is the
overall five-year effect statistically significant.

Figure 4.5 illustrates ERA’s month-by-month impacts on Income Support receipt. Monthly

benefit receipt in the control group rate fell quickly in the first six months or so following random
assignment and declined at a slower rate thereafter. From a starting point of 89 per cent in month
one, 30 per cent were on benefit five years later. The ERA group followed a similar pattern but with a
somewhat bigger reduction within the first two years, which is consistent with the pattern of ERA’s
positive effects on full-time employment.

ERA had a more lasting effect on the amount of benefit received. Here, significant reductions were
seen in each of years 1, 2, and 3. Over all five years, those in the ERA group received almost £500
less in Income Support than those in the control group, which is a statistically significant reduction
of about five per cent relative to the control group average.

Table 4.8 also shows ERA’s effects on the receipt of other benefits. Jobseeker’s Allowance receipt
was fairly uncommon among the NDLP group, with the average control group member receiving
this benefit for only 1.5 months during the five-year follow-up period. ERA reduced this average
somewhat for the programme group, yielding a statistically significant, but small, reduction of £60
in the amount of Jobseeker’s Allowance received over five years. Incapacity Benefit was somewhat
more common than Jobseeker’s Allowance, but ERA had no impact on receipt of this benefit.
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Table 4.8 Continued

SOURCE:  MDRC calculations from Work and Pensions Longitudinal Study benefits receipt records.

NOTES: Estimates were regression-adjusted using ordinary least squares, controlling for pre-random assignment characteristics of
sample members.

Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and the control group. Statistical
significance levels are indicated as: * = 10 per cent; ** =5 per cent; and *** = 1 per cent.

Includes all customers randomly assigned between October 2003 and April 2005.
JSA = Jobseeker’s Allowance; IS = Income Support; IB = Incapacity Benefit.

°Benefits refers to Income Support for NDLP customers, and a combination of Income Support and Jobseeker’s Allowance for
WTC customers.

Figure 4.5 ERA group and control group Income Support receipt rate trends
over the first five years after random assignment, NDLP target group
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SOURCE:MDRC calculations from Work and Pensions Longitudinal Study benefit receipt records.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and
the control group.

A white diamond on the axis indicates that the impact is statistically significant at the
10 per cent level. A black diamond on the axis indicates that the impact is statistically
significant at the 5 per cent or 1 per cent level.
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4.6.2 ERA’s impacts on benefits receipt for the WTC target group

Levels of benefits receipt were low among the WTC control group. Table 4.8 shows an average of
one month spent in receipt of an out-of-work benefit each year, and shows this to be dominated

by Income Support. Those in the WTC group were working 16 to 29 hours a week at the time of
random assignment and so could not claim an out-of-work benefit at that time. Since there was no
employment effect, it is not surprising to also see little effect of ERA on benefits for the WTC group.
For most benefit types, there was no impact on either the average number of months in which
benefits were claimed or on the amount claimed. This is true when considering individual years and
when considering results across multiple years. The one exception is a reduction in the probability of
receiving Incapacity Benefit early in the follow-up period.

4.6.3 Alternative tests of ERA’s impacts on benefits receipt and tax credits
using survey data

Results for the NDLP target group

As in the case of the employment and earnings outcomes, survey data can be used to produce
estimates of the effect of ERA on benefits receipt at the time of the five-year interview. Table 4.9
shows that the proportion of NDLP survey respondents who reported receiving Income Support

at the time of the interview (28.8 per cent for the control group) is similar to that recorded in the
administrative data as receiving Income Support in month 60 (29.9 per cent for the control group).
This provides considerable reassurance that the results based on survey data can be used in
combination with the results based on administrative data to achieve a richer understanding of the
effect of ERA on benefits receipt.

The survey asked respondents whether they were receiving one of a range of transfer payments:
Income Support, Jobseeker’s Allowance, WTC, Child Tax Credit, Housing Benefit, or other benefits. In
each case, the amount currently received was also reported. Table 4.9 shows that the differences
between the ERA group and the control group were small for all benefits considered. By the time of
the five-year survey interview, no statistically significant effects of ERA were found.



Impacts of ERA on labour market and other outcomes for lone parents (NDLP and WTC) 107

‘Joddng awodu] = ST SHPaJD) XOL PIIYD = I1D DIM = DLM IOUDMO))Y S J4295q0r = VST
quad4ad T =, PUD

quadJad g =, QU2 4ad QT =, :SD PIIDIIPUI 3ID S|9A3] H2UDDIUDIS 1D213SIIDIS *dnoIb 043U0D 3y} pUD dnoIb Y3 BY3 10} SDUIODINO USDMID] S9IUBIBYIP 03 paliddp aiam S1593-3 Pa)ID}-0Mm |

'S9DUBIDHIP pUD suuns buipino|pd Ul sa1pupda.dsip 1ybns asnpd Abwi buipunoy

‘SI9qUUBW 91dWIDS JO SI1IS1IDIIDIDYD JUSWIUDISSD Wopupi-aid 4oy buijjosuod ‘saupnbs 3spa) Aipuipio buisn paisnlpp-uoissaibai a1om Sa30WIIs3 :S310N

*A9AINS JOUIOISND YIUOWI-09 T LIOL) SUONDINDIDD D¥AW  :3DUNOS

116 8476 €06 156 9z|s 91dwins
6880 0 q q €G€0 T Y q (3) ¥2am 4ad 3Uunowlp abDJBAD 1yaUSQ 31DIS JBYI0
SSL0 S0- 61T 7’11 9050 1 6'¢l 0'SsT (%) M31AIS1UI 1D J1YBUSQ S1D1S J3y10 Buinsdsy
91¢0 L'T- 6'LT 91 %9L°0 L0~ 6'9% 9% (%) MmainiS1ul 10 J1Jausg buisnoH buiniedsy
£06°0 0 € € 0960 0 1C 1C (3) ¥29m J4ad 3unouwlp abDIBAD ST
£99°0 S0 8'q €9 €040 80 8'8¢ 96¢ (%) MaInIUl 10 ST BuiniRdy
%11°0 - 8¢ € €770 z 15 €5 (3) @M Jsad 3unow ab6pI3AD J1)
€L1°0 6C- 969 £'99 8€80 70 YL 7 (%) mainzur 10 )1 buiaisy
7680 0 %z 9T 7570 Tt x4 1z (3) ¥e@am sad Junowp 36DJ3AD DM
0€80 S0 7'%9 6'%7S 1190 C1- 7'ty &Ly (%) mainaul 30 J1 M Buinizday
0%8°0 0 T T 11€0 1- V € (F) ¥29m Jad JunowID 9HDIBAD YSI
8%L°0 0- €'¢ 1'¢ %020 7'1- L9 €q (%) MBIAISIUIID VST BUINIBIRY
an|pA-d (dodwi)  dnosb dnoib an|pA-d (1oodwi)  dnob dnoib 3awo021n0

ERIEIETNg IR eThlilely) vy3 9dUaJRYIg  |04U0) VY3
J1IM d1aN

juawWubiSSD Wopup. 131D SAD3AK 3l 1D 3dI1913J S3IJBUSQ UO VYT JO S1I34F 6% dqpL



108 Impacts of ERA on labour market and other outcomes for lone parents (NDLP and WTC)

Results for the WTC target group

For the WTC group, Table 4.9 shows that the proportion of survey respondents reporting receipt of
Income Support or Jobseeker’s Allowance at the time of the five-year interview is similar to the
proportion recorded in the administrative data as being on one of these benefits in month 60 (as
shown in Table 4.8), thus lending credibility to the survey data. Similarly, the analysis of survey data
found that ERA had no effect on the receipt of these benefits at the end of the follow-up period and
also no effect on the receipt of other benefits and tax credits.

4.7 ERA’s impacts on well-being

This last section uses a range of outcomes collected in the survey interviews to explore the effect of
ERA on well-being. Arguably, if one views ERA ultimately as a vehicle for improving individuals’ life
chances by helping them achieve the kind of secure and rewarding employment that was previously
out of reach, then the impact on well-being provides perhaps the most informative indication of the
success of ERA.

In this section, the question of well-being is explored from a number of perspectives. Most obviously,
individuals were asked to assess their personal well-being by answering questions about life
satisfaction, self-esteem, levels of anxiety, and health. Being in the ERA group rather than the
control group meant that one became eligible for help and support. At first sight, this would suggest
that if there were any effects on personal well-being, they would be positive. However, it is possible
to conceive of situations wherein personal well-being could be damaged by ERA. For example,

ERA participants who were not successful in finding sustained work despite the additional support
and encouragement available to them might have felt that they had little to offer employers and
suffered reduced self-esteem as a result. It is conceivable then that ERA might have affected
individuals’ subjective well-being, even though it did not have a lasting effect on economic
outcomes.

Survey respondents were also asked about their financial well-being - whether their money situation
was difficult and a source of worry, whether they had debt problems, and more generally, how they
managed financially. This is particularly relevant for a low-income population.

Information was also collected on children’s well-being. This is an area of clear concern, but
economic theory provides little guidance regarding what impact to expect.’'¢ However, in policy
debates about welfare-to-work programmes, concern is typically expressed that increasing parents’
involvement in work may come at the expense of their caring responsibilities and, in turn, their
children’s welfare. Past evaluations of North American welfare-to-work programmes that include
wage supplements suggest that such programmes can have positive effects for young children but
not necessarily for adolescents.'’” The results presented in this section offer an empirical contribution
to the debate on the interaction between parental employment and child welfare in the UK.

116 Grogger and Karoly, 2007.

117 Morris et al.,2001, in their synthesis of five evaluations, found some evidence that programmes
that offered working parents financial incentives to work and subsequently increased their
employment and incomes were associated with improved school achievement for younger
children. By contrast, mandatory employment services that increased parents’ employment,
but had no effect on income, had few effects on younger children, positive or negative. At the
same time, findings from the Canadian Self-Sufficiency Project and Florida’s Family Transition
Program point to the potential for small negative effects on some aspects of adolescents’
behaviour and school achievement, although in the one study that examined these same
children in the long term (the Canadian Self-Sufficiency Project), there was no effect on
adolescents’ school completion.
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Children share in the improved financial circumstances resulting from their parent’s increased
earnings and, in this regard, their welfare is closely linked to that of their parent. The non-financial
aspect of children’s welfare is also important. It is clear that encouraging lone parents to participate
more fully in the labour market may have consequences for their children. As discussed previously,
there is little theoretical or empirical evidence to inform expectations here. The most relevant studies
- evaluations of welfare-to-work programmes in the US and Canada offering financial incentives to
work - do appear to find some positive impacts on young children’s school performance. However, it
does not necessarily follow that such findings will apply in the UK.

Although positive effects on children would be welcome, it is also important to assess any
detrimental effects associated with encouraging lone parents to increase their hours of work. Seen
in this light, the absence of any effects on children’s welfare in the current study may be regarded
positively, since it would indicate that children were not harmed.

The analysis thus considers a range of outcomes relating to children’s general well-being, social
activities, academic performance, and behaviour. It also examines the use of formal childcare,
which other studies have suggested may have a beneficial effect on children. 18

4.7.1 ERA’s impacts on well-being for the NDLP target group

Table 4.10 shows the effects of ERA on different measures of personal well-being. No statistically
significant effects were found. The bottom panel of the table presents results for financial well-
being. Again, no statistically significant effects were found. Table 4.11 shows that there are very
few statistically significant long-term effects of ERA on the children of NDLP participants. It is not
surprising that ERA did not have any effects on well-being, given that the programme did not
generate large increases in employment or earnings.

118 See, for example, findings from a random assignment evaluation of the New Hope
programme, which offered a variety of work-focused financial incentives and other services to
low-income families in Milwaukee, Wisconsin (Huston et al., 2003).
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4.7.2 ERA’s impacts on well-being for the WTC target group

ERA also had few effects on overall personal or financial well-being among WTC group members.
Although some impacts presented in Tables 4.10 and 4.11 suggest that ERA may have affected
some aspects of parent, family, and child well-being negatively, the overall pattern suggests no
clear effect.!?®

For the WTC group, ERA increased the likelihood of having convenient childcare arrangements by 6.7
percentage points. This effect may have enabled the increase in working hours seen for this group.
It is important to point out, however, that no such effect on stable childcare was found at the two-
year follow-up point (i.e., while the programme was operating), and it is unclear why it would have
emerged late in the follow-up period. Most WTC group members were employed when they entered
the study, so many had presumably worked out childcare arrangements. However, Table 4.12 shows
that over a quarter of unemployed WTC group members cited a need or desire to look after children
as a reason why they were not working. It appears that in the longer run, an effect emerged as ERA
group members were more likely to obtain stable childcare.

119 For reasons that are unclear, WTC group members reported being seven percentage points
more likely to run out of money by the end of the week or month (Table 4.10). This effect on
financial insecurity is hard to explain, given that, if anything, ERA increased earnings among
the WTC group earlier in the follow-up period, with no corresponding decrease in benefits
receipt. Adding to the puzzle, this effect was rather large in percentage terms (42 per cent
above the control group average). ERA also produced a small (in absolute terms) effect on the
likelihood that parents reported ‘always’ being miserable or depressed. Finally, ERA reduced
the percentage of parents who reported that their children’s lives are going very well by 5.3
percentage points. Taken together, these negative-leaning impacts on well-being among the
WTC group may relate to the stress of working more hours. However, these are exceptions to
the general pattern of no impacts on most measures of well-being.
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4.8 ERA’s economic impacts across districts

When the effects of ERA are considered for individual districts, it is apparent that the programme
had different impacts in some areas compared with others. However, smaller sample sizes at the
district level mean that a given impact is less likely to be statistically significant. For this reason, the
primary focus in the following analysis is not whether the impact in a given district is statistically
significant, but whether the variation in effects across districts is statistically significant. If this
variation is not statistically significant, then the conclusion would be that the effects observed for
the full sample generally hold across the districts.

All analyses in this section are based on administrative data and are limited to the NDLP target
group. It is particularly important when considering results for districts (or offices or subgroups, as
in the next chapter) to maximise the number of observations available for analysis. District-level
analyses are not presented for the WTC group because sample sizes for that group in districts other
than the East Midlands are too small to yield credible impact estimates.

Table 4.13 summarises ERA’s impacts on employment and earnings for the NDLP group for each
district. (Appendix B includes more detailed tables for each district.) It shows that ERA’s effects on
participants’ number of months employed over the five-year follow-up period varied by district, and
that this variation is statistically significant. Much of this variation was driven by large positive effects
in North West England, where ERA led to an additional 3.6 months of employment on average (an
increase of 15 per cent relative to the control group average), and negative impacts in Wales, where
ERA reduced the amount of employment by 3.4 months (a reduction of 12 per cent).!?° However, the
variation across districts in ERA’s impacts on total four-year earnings over the tax years 2005-2006
through 2008-2009 is not statistically significant.

Interestingly, ERA had no statistically significant impact on four-year earnings in Wales, despite a
negative effect on months employed. This seeming contradiction suggests that employed people
in the ERA group may have worked more hours or at higher wage rates than employed people in
the control group and that their higher earnings prevented average earnings for the overall ERA
group from falling below those of the overall control group, even though the programme group as a
whole worked less. If this interpretation is correct, it would imply that the ERA programme in Wales
increased advancement outcomes for some participants.

120 From a statistical point of view, it is not surprising to see variation across districts in the effect
of ERA, and the fact that this variation encompasses a negative result in the case of Wales
may give little cause for concern. However, it is of interest to try to understand whether
there may have been particular factors that combined to produce a negative effect in Wales.
Examining the levels of employment among the control group is informative (results not
shown in table). Control group employment levels are substantially higher in Wales than
elsewhere. For instance, across all six districts, 79 per cent of NDLP lone parents worked at
some point in the five years after random assignment. In Wales, the level was 88 per cent.
Perhaps because of the operation of NDLP in Wales, control group employment was higher
than in other districts.
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4.9 Conclusions

This chapter has presented findings on ERA’s effects on a variety of labour market, welfare, and non-
economic outcomes over a period of five years, which encompasses a time after the programme
ended for all participants. It shows that, for the NDLP group - lone parents who entered the
programme when they were unemployed or working fewer than 16 hours per week - ERA increased
employment and earnings in the first year or two, largely by increasing participants’ likelihood of
working full time. However, these effects were not sustained as participants exited the programme.
Moreover, ERA appears to have had little effect on employment retention rather than employment
per se, or on longer-term advancement - even though it caused an early increase in the probability
of training while in full-time work. However, ERA did produce a more enduring reduction in the
receipt of welfare benefits.

For lone parents who were working part time and receiving WTC at the time of random assignment,
ERA had no effect on employment but did increase earnings in the short run, again driven by an
increase in the likelihood of working full time. However, the earnings effects were not sustained in
the longer term, nor was there any indication of increased employment retention. ERA does appear
to have increased the efforts of the WTC group to advance, as suggested by increases in training
participation and in taking other steps to prepare for or find better opportunities. However, these
efforts did not yield longer-term improvements in labour market outcomes.

The administrative data show that, among both target groups, earnings grew from year to year

for ERA participants and controls alike. However, they grew at a faster pace earlier in the follow-up
period for ERA participants. Eventually, the pace of their earnings growth slowed, and control group
members ‘caught up’, causing the impacts to decline over time. In addition, comparing rates of
full-time employment for both groups across survey waves shows that both groups were more likely
to have worked full time later in the follow-up period than earlier, but that the control group closed
the gap in full-time work over time. In sum, ERA was not powerful enough to produce effects that
would continue to grow and outlast the normal trends experienced by the control group.*?! It is also
possible that the onset of the steep economic recession in 2008, encompassing the evaluation’s
final year of follow-up, made it more difficult for the ERA group to capitalise further on whatever
advantages they derived from the ERA programme.

It should also be borne in mind that lone parents were defined at the time of random assignment.
Five years later, circumstances would have changed for many, with re-partnering and new children,
as well as aging children, altering individuals’ attitudes towards work. These changing circumstances
might have encouraged some individuals to enter work and others to leave work at different times
during the follow-up period, or to change how much they worked. ??

This chapter has focused on the impacts of ERA for the NDLP and WTC target groups overall. The
next chapter explores whether the programme’s effects varied across different types of people in
each of those groups and also across the local offices that implemented the programme.

121 Asdiscussed in Chapter 1, a number of potentially relevant policy changes were introduced
late in the evaluation’s follow-up period that could have affected some members of the
programme and control groups. These include the national rollout of In-Work Credit for lone
parents, In-Work Advisory Support, and the In-Work Emergency Discretion Fund. While this
might have reduced the contrast between the programme and control groups in ERA-like
incentives and services, these policy changes may have come too late to affect many people
in the ERA sample. Moreover, they were introduced after the trends of declining impacts had
already emerged.

122 Analysis of the 60-month survey indicates that most sample members did not remarry or
repartner by the end of the follow-up period. For example, only nine per cent of NDLP control
group members were married at the time of the 60-month survey.



ERA’s impacts on lone parents across offices and subgroups 119

5

ERA’s impacts on lone
parents across offices and
subgroups

Box 5.1 Chapter 5 at a glance

Local offices implemented the Employment Retention and Advancement (ERA) model
differently, resulting in statistically significant variation in impacts across offices on the
number of months employed and the number of months receiving Income Support for the
New Deal for Lone Parents (NDLP) target group.

Offices that more effectively communicated the availability of the employment retention
bonus, and offices that provided a bigger net increase in in-work retention and advancement
assistance (relative to control group service levels), produced larger impacts on months
employed and larger reductions in months on Income Support for the NDLP target group.

ERA’s impacts on employment, earnings, and benefits receipt were larger for participants
who were better educated but unemployed (i.e., NDLP lone parents with Advanced-level
(A-level) qualifications) when they entered the programme.

Cross-office and cross-subgroup analyses suggest that ERA’s impacts on training
participation were not associated with larger impacts on later earnings.

5.1

Introduction

Chapter 4 showed that ERA’s early impacts on labour market outcomes for lone parents did not
persist through the end of the follow-up period. However, it is possible that ERA worked better for
some types of people than others within each target group and better in some places than in others.
Indeed, Chapter 4 indicated that, on some measures, ERA’s effects for the NDLP target group varied
across the six Jobcentre Plus districts that operated the programme.

This chapter takes a closer look at the variation of impacts across locations by focusing on Jobcentre
Plus offices, where programme participants received ERA services and where random assignment
took place. Each district had multiple offices. Because local conditions, ERA staff practices, and the
types of lone parents served varied across offices even within the same districts, and because offices

outnumber districts, office-level comparisons may provide a better opportunity than district-level
comparisons to assess how implementation practices and conditions may have influenced ERA’s
effectiveness. The analysis focuses on the NDLP target group only, because of data limitations that
affected the Working Tax Credit (WTC) and New Deal 25 Plus (ND25+) target groups. The chapter
summiarises findings from a separate report that presents the methods and results of the cross-
office analysis in more detail.!*

This chapter also explores whether ERA’s impacts varied for different subgroups of participants,
defined according to their characteristics at the time of random assignment. The subgroup analysis

is conducted for the NDLP and WTC target groups. (Chapter 6 examines impacts by subgroup for the

ND25+ sample.)

123 Dorsett and Robins, forthcoming, 2011.
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Finally, the chapter presents the results of an exploratory analysis that takes advantage of subgroup
variation in ERA’s impacts on rates of participation in training to shed light on the longer-term
influence of those effects on labour market impacts.

5.2 ERA’s impacts on the NDLP target group across offices

ERA was implemented in 58 local offices within six districts, and because random assignment
was administered at the local level, it is theoretically possible to estimate separate impacts for
each office and to try to link the variation in programme practices and features across offices with
those impacts. In the actual analysis, certain offices were grouped together based on information
pertaining to operational procedures and sample sizes, yielding 37 distinct offices or combinations
of offices.

5.2.1 Variation in impacts across offices

The first question to consider in this analysis is: How much did ERA’s impacts on key outcomes
actually vary across offices? In other words, was there enough variation in the programme’s
effectiveness across offices to suggest that differences in office-level conditions and practices might
matter? To answer this question, statistical tests (using a multiple regression model) were conducted
that estimated whether each office’s impacts on a given outcome variable were statistically
significantly different from the average impact on that variable estimated over all offices combined.

Figure 5.1 presents the estimated office-level impacts on two variables: average number of months
receiving Income Support benefits and average number of months employed. Both variables are
measured over the full five-year follow-up period. The figure also shows 90 per cent confidence
intervals for each of those estimates. Generally speaking, because the impact results are only
estimates, they may not be completely accurate. The confidence intervals are helpful because they
show the range within which the ‘true’ impacts are highly likely to fall. If the confidence interval

on the graph for a particular office does not cross the zero impact line, then the estimated impact
is statistically significant at the ten per cent level, and one can be more confident that the office
truly did affect the outcome of interest and that the estimated impact was not simply a product of
chance.

As Figure 5.1 indicates, impacts on months receiving Income Support range from -12 months to
+15 months, but only five of the 37 estimates are statistically significant. The impacts on months
employed range from -7 months to +18 months; again, only five of the estimates are statistically
significant. It should be remembered that office-level impacts are calculated on smaller samples,
so the impact estimates are less precise. A separate test was conducted to determine whether the
overall variation in impact estimates across the offices is itself statistically significant. The analysis
found this to be the case for employment (p-value =.07), but not for Income Support (p-value =
.14). However, the variation in the Income Support impact estimates is statistically significant in
year 2, not shown in the figure). Based on these results, it was concluded that the variation in the
impacts across offices was sufficient to warrant a further, more sophisticated analysis to determine
whether part of the variation could be explained by office characteristics.

The analysis also examined the variation in impacts on earnings across offices. However, within
each office, individuals’ earnings vary much more than their months employed, and this makes it
more difficult to detect statistically significant impacts (unless they are quite large), especially with
small samples. Perhaps as a result, the variation in earnings impacts across offices is not statistically
significant and is not a focus of the analysis presented here.
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Figure 5.1 Impacts on months receiving Income Support and months employed,
90 per cent confidence intervals, by office
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5.2.2 A cross-office statistical model

Differences in impacts across offices can arise not only because of differences in the way ERA was
operated, but also because of differences in the types of people it served. For example, one office
may be more effective than another, not because it operated differently, but rather because it
enrolled more of the types of people for whom ERA could be effective. Thus, office-level impacts are
the product of the characteristics of individuals as well as the features of the offices themselves.*?*
In order to take into account the varying characteristics of all lone parents in the research sample
and the key features of each office, a more sophisticated statistical framework than is traditionally
used in evaluation research is required. Specifically, the statistical framework must take into account
the fact that there are two different units of analysis, with individual sample members nested within
offices.'?®

5.2.3 Cross-office variables

In examining variation in ERA’s impacts across offices, the cross-office analysis focuses on particular
ERA features that are aligned with the programme’s objectives of helping participants remain
employed and advance in work. Progress on these outcomes should be reflected in more months of
employment during the follow-up period and less time spent receiving Income Support.

The office-level variables were constructed from several sources, including customer surveys,
staffing forms, staff surveys, and data used in a special ERA evaluation report examining why some
eligible New Deal participants did not enrol in ERA.26 The analysis focuses on five office features
that are predicted to be associated with ERA’s effectiveness. Each of these taps a separate, but
related, dimension of operating an advancement-focused programme. Overall, these measures are
correlated to some extent with each other (meaning that offices that rank high on one measure
have some tendency to rank high on the other), but the correlations are modest at best. Thus,
characteristics are treated in the analysis as separate dimensions.

« How much did an office’s advisers work with ERA participants? This dimension attempts to
capture the extent to which each local Jobcentre Plus office devoted its staff resources and
attention to its ERA participants relative to its non-ERA customers. It is assumed that the greater
the share of an office’s staffing resources devoted to ERA participants, the stronger the priority
ERA had in that office (at the adviser level), and, by implication, the greater the intensity of ERA
services the programme group received relative to the intensity of non-ERA services the controls
and other customers received. It is expected that in offices where more resources were devoted to
ERA participants, the programme’s effectiveness would be greater, and ERA would have achieved
larger reductions in the number of months ERA participants (relative to controls) received Income
Support and larger increases in their number of months employed.

124 Variation in impacts with respect to study participants’ personal characteristics is commonly
referred to as ‘subgroup analysis’. Later in this chapter, results from a subgroup analysis are
presented.

125 The analysis uses a statistical model based on the methodology developed by Bryk and
Raudenbush, 1992, and first applied to the evaluation of social experiments by Bloom
et al., 2005.

26 Goodman and Sianesi, 2007.
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« How much did an office’s advisers focus on long-term goals?!?” The survey asked respondents:
When working, did you get any advice or encouragement from Jobcentre Plus staff on working
out long-term career goals? When not working, did you get any advice or help from Jobcentre Plus
staff with working out long-term career goals? Their answers were used to indicate how much
respondents had received any advice on long-term goals, either when working or when out of
work. The difference between ERA participants and the control group on this measure within
a given office suggests how much extra encouragement an office gave to ERA participants
to pursue human capital development goals, compared with what it offered to controls. It is
predicted that in offices where this differential was greater, ERA participants would have more
prolonged stays on Income Support and reduce their total time employed in the short term, but
would have gains in employment in the long term. However, how long it would take to recoup
such short-term losses is uncertain. Therefore, it is not obvious whether the five-year horizon
available for this study is adequate to capture those gains. Consequently, in this analysis, it is
reasonable to expect that focusing on long-term goals might have either positive or negative
overall impacts on employment and benefits receipt.

+ How much did an office’s advisers emphasise education or training as a route to advancement?
The survey asked respondents: When working, did you get any advice or encouragement finding
an education or training course? When not working, did you get any advice or help from Jobcentre
Plus staff with looking for education or training courses? Responses to these questions were used to
indicate whether respondents had received any help finding an education or training course. The
analysis measures how much more each office promoted education or training for the ERA group
than for the control group. Those offices in which there was a larger differential between the ERA
and control groups could be thought of as having delivered a bigger net increase in this form of
skills-building assistance. It is expected that the consequences of this practice might depend
on a participant’s employment status when receiving the assistance. Offices in which there was
a bigger net increase in delivering assistance with training courses while participants were not
working might be more likely to have increased participants’ months on Income Support and
reduced their months of employment, at least in the short run. However, offices in which there
was a greater increase in assistance with training courses while participants were working might
not have affected ERA participants’ time on Income Support and might increase their months
employed in the long run.

« How much did an office’s advisers provide ‘general advancement guidance’ by encouraging
individuals to take specific steps to advance in work, other than by enrolling in education
or training courses? The survey asked respondents: When working, did you get any advice or
encouragement from Jobcentre Plus staff on how to negotiate a pay rise, how to negotiate better
terms (for example, more convenient hours, or how to get a promotion in your present work)?
When not working, did you get any advice or help from Jobcentre Plus staff with helping you to
stay in work or advance in future jobs? Respondents’ answers were used to indicate whether they
had discussed in-work advancement strategies, either when working or when out of work. How
much a given office gave this type of ‘general advancement guidance’ to the ERA group relative
to the control group would indicate the extent to which it provided a net increase in general
advancement guidance to the ERA group. The expectation is that offices in which there was a
higher net increase in the general advancement guidance they delivered would be more likely
than other offices to have shortened participants’ stays on Income Support and increased their
number of months of employment.

127 This and the following four office variables are measured as the difference between ERA and
control group participants in the receipt of the particular service from Jobcentre Plus. It is
hypothesised that it is the differential receipt of services that drives the programme’s impact.
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« How much did an office’s advisers provide general support to individuals who were working? The
survey asked respondents: And how much support has this person [the Jobcentre Plus adviser]
given you when working?'?® Respondents could choose the response ‘a lot’, and this was used to
define the variable. The office average score was based only on the responses of those who had
worked at some point during the follow-up period. The difference in how much the staff focused
on in-work support for the ERA group relative to the control group varied across offices. Offices
where the differential was larger are considered to have provided greater relative in-work support.
The expectation is that offices where the relative provision of in-work support was greater were
more likely to have shortened participants’ stays on Income Support and increased their months
of employment.

« How aware were ERA participants of the ERA work retention bonus? The survey asked participants
in the programme group: Under the ERA programme, some people who work for at least 30 hours a
week for about three months out of four can claim a bonus of £400. Have you heard of this bonus?
The responses to this question were used to indicate whether ERA participants were aware of
the work retention bonus, either when working or when out of work. The expectation is that in
offices where knowledge of the bonus was greater, ERA would have reduced participants’ stays on
Income Support and increased their months of employment.

Table 5.1 presents the means and the cross-office range of the office variables used in the analysis.
Caseloads averaged about 29 customers for each Jobcentre Plus adviser, and about 42 per cent

of these advisers, on average, worked with ERA participants. Adviser caseloads varied quite
substantially across offices (from about three customers for each adviser to 109 customers for each
adviser), as did the proportion of advisers working with ERA participants (from about 20 per cent to
94 per cent).

For each of the advancement-related service measures, Table 5.1 presents the average proportion
of controls receiving the specified assistance from Jobcentre Plus, the average proportion of ERA
participants receiving the service from Jobcentre Plus (through the ERA programme), and the
average ERA-versus-control difference in the proportion receiving the service.'?® On average across
the entire sample of offices, for every advancement-related measure, a higher proportion of ERA
participants than controls received the service. This is expected, although the differential is not
always large. However, surprisingly, the control group in some offices was more likely than the ERA
group to have received the service, as reflected in the negative minimum values of the differential
in the cross-office ranges.’*® Where the difference is negative or even close to zero, it implies that an
office did not implement these dimensions of ERA very well.

Across all offices, most ERA participants were aware of the employment retention bonus. In fact, in
no office were less than three-quarters of the ERA participants aware of the retention bonuses, and
in some offices all of the ERA participants surveyed were aware of the bonuses.

126 The kind of support received was not specified in the question.

129 The first and third of these measures (the control group value and ERA-versus-control-group
difference) are used as variables in the multi-level model. The second measure (for the
ERA group) is not directly included in the multi-level model (except for the retention bonus
awareness variable) but is shown for informational purposes.

130 Specifically, there were four offices in which the proportion of customers advised to think long
term was higher among the control group than the programme group; seven offices where the
proportion of customers receiving help finding an education or training course was higher; six
offices where the proportion receiving help with in-work advancement was higher; and seven
offices where the proportion receiving support while working was higher.
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Table 5.1 Office characteristics (measured during the follow-up period)

Cross-Office Range

Office variable Mean Minimum Maximum
Caseload (per adviser) 29.47 3.27 109.99
Proportion of advisers working with ERA customers 421 20.4 93.6

Proportion of customers advised to think long term

Control group 303 0.0 73.9
ERA group 49.4 1.6 100.0
Difference 19.1 -49.4 92.5

Proportion of customers receiving help finding education course

Control group 43.0 0.0 100.0
ERA group 64.3 14.4 99.0
Difference 213 -17.0 54.4

Proportion of customers receiving help with in-work advancement

Control group 20.1 0.0 66.6
ERA group 40.1 0.0 100.0
Difference 20.0 -68.5 100.0

Proportion of customers receiving support while working

Control group 44.5 0.0 100.0
ERA group 65.2 20.5 100.0
Difference 20.7 -49.0 100.0
Proportion of ERA customers aware of retention bonuses 87.3 74.7 100.0
Sample size 37 37 37

SOURCE:  MDRC calculations from Work and Pensions Longitudinal Study benefits receipt records, staffing forms, and the 12- and
24-month customer surveys.

NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Caseload variables taken from staffing form. All other variables taken from customer surveys. The office variables have been
regression-adjusted to control for differences in customer characteristics across offices.

5.2.4 The correlation of office-level characteristics with office-level impacts

Table 5.2 shows how strongly the office features described above are related to (and, thus,

may have influenced) the impacts of an office’s ERA programme on the number of months ERA
participants received Income Support (top panel) and the number of months they were employed
(bottom panel). More technically, the coefficients show how much bigger an office’s impact would
be, relative to the overall impact across all offices (i.e., the ‘grand mean’), if its value on a given office
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characteristic changed by a single unit.’3! These estimates are derived after statistically controlling
for variation in individual characteristics across offices and for cross-office differences in each of the
other office-level variables listed in the table. Thus, the coefficients show the estimated relationship
between the implementation measure and the impact measure independent of any influence that
other office features and participant characteristics may have had on office impacts. The asterisks
indicate whether the relationship is strong enough to be statistically significant - that is, unlikely to
have occurred by chance.

The table also presents the relationship between office characteristics and office impacts in terms

of ‘inter-quartile’ ranges. The inter-quartile range shows how much an average office’s impact
would vary if its ranking (relative to the other offices) on a particular feature were to change.’* It is
an alternative way to illustrate how much a particular office characteristics matter for programme
impacts. For example, consider the measure, ‘proportion of advisers working with ERA participants’.
The inter-quartile range illustrates what an office’s impact on Income Support would be if that office
ranked at the 25th percentile on the measure, and what its impact would become if its ranking

were to rise to the 75th percentile on that characteristic. When the correlation between an office
characteristic and an office-level impact is stronger, the range of impact estimates between the
25th and 75th quartiles will be larger.

In interpreting the results of this study, it is important to understand that while certain office
characteristics may be important in explaining the cross-office differences in impacts on economic
outcomes, the programme-control group differences in office characteristics themselves varied

only modestly across the particular offices included in this analysis. Although this limited variation
suggests a fair amount of consistency in implementing the ERA model across different places, it also
means that the current evaluation provides only a limited assessment of the potential independent
importance of these variables. It is possible that had the ‘service differential’ varied more widely
across offices, its effects on programme impacts might have been stronger.

Nonetheless, several office features appear to be important. As Table 5.2 shows, three of the six office
characteristics are estimated to be related to ERA programme impacts at statistically significant
levels for either or both of the outcome measures. These features are: (1) how much an office’s
advisers provided ‘general advancement guidance’ (by encouraging ERA participants to take specific

131 Because the office characteristics are measured as proportions, a change in a single unit
is interpreted as a change between zero and 100 per cent (and not fractions of a unit, as
proportions would imply). Thus, the coefficient indicates the effect of the office-level factor
under the (theoretical) situation that all ERA participants and no control group participants
received a particular service. For example, as Table 5.2 shows, if the difference between the
ERA and control groups in the likelihood of receiving general advancement guidance were 100
per cent, ERA in that office would have reduced ERA participants’ time on Income Support by
a further eight months relative to the grand mean (i.e., the average impact of ERA across all
offices). Or, to put it another way, if the ERA-versus-control differential in receiving the service
was only ten percentage points, it would have reduced time on Income Support by 0.8 months
relative to ERA’s overall impact on Income Support. The information on inter-quartile ranges
is very important in this regard, because, in practice, few of the differences in receiving this
kind of help were extremely large. Thus, an office moving from the 25th to the 75th percentile
on the measure of general advancement guidance would see its impact on Income Support
receipt increase by 1.2 months, and its impact on months employed by about a 1.5 months.

132 More specifically, the inter-quartile range provides an indication of how the impact varies
across offices possessing the middle 50 per cent range of values of a particular office
characteristic. Thus, the entire range of impacts is not reported; offices with characteristics in
the upper and lower 25 per cent of the distribution are excluded.
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steps to advance in work, other than by enrolling in education or training courses); (2) how much an
office’s advisers provided general support to working participants; and (3) how aware participants
were of the ERA work retention bonus.>* Specifically, the analysis found that in offices that provided
ERA participants with stronger general advancement advice or general support while they were
working (relative to the control group), or did a better job helping ERA participants become aware of
the employment retention bonus, there were larger impacts on the two outcome measures.

It is important to note, however, that this analysis can speak only to the added value of post-
employment advisory services used in conjunction with financial incentives to retain work. Other
studies have found little added benefit from programmes that used post-employment advisory
support and guidance as the main intervention, without financial incentives or other kinds of
assistance.’ With this caveat in mind, the results provide some insight into the relative importance
of the significant office features by comparing the impacts associated with being a ‘high-intensity’
(i.e., 75th percentile) office rather than a ‘low-intensity’ (25th percentile) office.

First, the results in Table 5.2 show that individuals in offices that were high intensity with regard

to providing general guidance on in-work advancement spent, on average, 1.2 fewer months on
Income Support and 1.5 additional months in employment than individuals in offices that were low
intensity on this implementation measure. Second, with regard to awareness of the retention bonus,
individuals in high-intensity offices spent 2.9 fewer months on Income Support and 1.8 additional
months in employment relative to those in low-intensity offices. And third, individuals in office

that were high intensity in terms of the delivery of general in-work support spent 1.4 more months
in employment than individuals in low-intensity offices, and there is no statistically significant
correlation between this implementation measure and months on Income Support. Overall, the
pattern of results suggests that, while all three programme features are important, the retention
bonus may have been somewhat more influential than the other two features, particularly when
considering the impact on Income Support.

The cross-office findings also point to office practices that may be inconsequential, as suggested
by the fact that their relationships with the impact measures are not statistically significant. For
example, it appears that ERA’s effects (at least during the five-year follow-up period) were not
influenced by how much staff emphasised human capital development either explicitly by assisting
participants to find education or training courses, or indirectly by encouraging general planning for
the long term.13> Further analysis presented later in this chapter focuses on the available evidence
on the yield from training within the follow-up period.

133 A possible concern with the bonus variable is that awareness of the retention bonus may
have been affected by individuals’ employment status. For example, if awareness was higher
because of being in work, attempts to examine the relationship between employment and
awareness will encounter problems of endogeneity. There are a number of reasons why this
problem may be mitigated, at least in part, which are explained in detail in Dorsett and Robins,
forthcoming, 2011.

134 See Hendra et al., 2010, and Rangarajan and Novak, 1999.

135 Though not statistically significant, the direction of the correlations suggest that in offices
where ERA participants received more help than controls in finding education or training
courses and thinking long term, ERA may, if anything, have caused those participants to spend
more months on Income Support and fewer months in employment than in offices where
ERA participants did not receive such help. Such a result may have more favourable long-term
benefits, however, if the human capital investment stimulated by the adviser intervention
eventually leads to more stable employment beyond the follow-up period.
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In sum, although Chapter 4 showed that ERA, on average (with all offices combined), did not have
enduring statistically significant impacts for the NDLP target group over the full five-year follow-up
period on months receiving Income Support and months employed, that finding masks the fact
that some offices performed better than others. The cross-office analysis has shown that ERA may
be more effective when certain staff practices are emphasised. This finding might be important to
consider in any replication of an ERA-style post-employment intervention.

5.3 ERA’s impacts on lone parent subgroups

The subgroup analysis looks at the variation in ERA’s impacts in a different way, by exploring
whether ERA’s effects differed for particular groups of lone parents. Evaluations of similar
programmes in the US have found that some programmes worked better for individuals with
particular characteristics when they entered the programmes. For example, generally speaking, the
US ERA programmes tended to have larger effects for those who had worked in some but not all
quarters in the year before random assignment, and weaker effects for those who had previously
worked either much more or much less. It thus appears that, overall, the programmes did not offer
enough or the ‘right’ kind of assistance to those who were most attached or least attached to the
labour market when they began US ERA.13¢

It is easy to imagine that ERA’s effects might vary across subgroups of lone parents who have
different skills, views of work, or family circumstances that, normally (in the absence of ERA), might
affect their prospects in the labour market. For example, lone parents with young children and a
care orientation may be less interested in working more hours and advancing than those with older
children. Similarly, participants with lower educational levels may have fewer job opportunities and
be less likely to progress on their own. Participants from ethnic minority groups, who may face a
variety of employment barriers, may also have a more difficult time in the labour market than non-
minorities. Because these and other groups began ERA with different labour market advantages
and disadvantages, it is reasonable to expect that how they engaged with ERA and whether the
programme helped them may vary as well.

The subgroup analysis thus examines the variations in ERA’s effects on participants’ receipt of ERA
services and participation in training and the programme’s impacts on economic outcomes. Such
an analysis is important. If such differences do exist, and ERA were replicated or a similar post-
employment initiative were implemented, policymakers might want to consider targeting the
initiative to those who seem most likely to benefit from it. Or they might want to test new forms of
assistance or extra efforts within the programme to try to make it more effective for the types of
individuals who did not appear to benefit from ERA in its original form.

The subgroup analysis that follows was done separately for the NDLP and WTC target groups. To
estimate subgroup impacts on economic outcomes, it uses administrative data for the full random
assignment population, rather than the survey sample, to maximise sample sizes. However, it uses
customer survey data (and, hence, the smaller survey sample) to explore ERA’s impacts on receipt
of post-employment services. Although the two samples are not fully aligned, the analysis gives
priority to trying to estimate the economic impacts with more precision, which the full sample
allows.

The tables present information on the statistical significance of the findings from two different
perspectives. First, they use asterisks to denote when a particular impact for a particular subgroup
category (e.g., impact on earnings for participants who are classified as an ‘ethnic minority’) is

136 Hamilton and Scrivener, forthcoming, 2011.
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statistically significant. But also important is whether the difference in impacts across subgroup
categories is itself statistically significant (e.g., ‘impact for ethnic minorities’ versus ‘impact for
whites’). A statistically significant difference in impacts is denoted by daggers. Thus, in order

for a subgroup pattern to be given much weight, the findings must show that the impact for at
least one of the subgroup categories is statistically significant and that the difference in impacts
across those categories is statistically significant. In other words, one can be more confident that
a ‘real’ subgroup difference exists where both asterisks and daggers are shown in the tables. Even
so, subgroup analyses must be viewed more cautiously overall than the effects of a full-sample
analysis.'?’

The subgroup tables show results for all of the subgroups that were analysed. However, the
discussion highlights only the most notable findings.

5.3.1 Subgroup results for the NDLP target group

The subgroup analysis looks first at whether ERA achieved a bigger service differential for some
types of NDLP lone parents than others. The service differential refers to the difference between the
ERA group and the control group in receipt of a given type of service or participation in a given type
of activity. The bigger the service differential overall, the more intensive the ERA treatment may
have been for a particular subgroup.'®

It is easy to imagine that different types of participants might have more or less interaction with
the programme. As suggested by the qualitative research, for example, women with young children,
compared with those with older children, might be less interested in advancement in the short term
and less interested in engaging in the kinds of services ERA offers, and may be less influenced by its
training incentives.

Impacts on service receipt across NDLP subgroups

Table 5.3 presents impacts on service receipt by subgroup for NDLP sample members. The table
shows that for every subgroup examined, ERA increased the combined likelihood of being in work
and receiving help and advice for Jobcentre Plus staff while working. As can be seen, the impact

for each individual subgroup category is highly statistically significant (each with three asterisks),
suggesting that ERA delivered a stronger post-employment intervention for the ERA group relative
to the control group across many different types of lone parents. Nonetheless, the magnitude of the

137 This is because the tests for differences in impacts across subgroup categories do not account
for the fact that when multiple subgroup differences are tested, a few may be statistically
significant simply by chance. These results should be interpreted with this caution in mind,
and more weight should be given to those that show a pattern across outcomes measures
and that are backed by a strong theoretical and empirical justification (based on prior studies)
for predicting subgroup differences in the first place. The subgroup categories examined in
this study are generally similar to the kinds of categories used in similar studies, such as US
ERA and other welfare-to-work evaluations. They all try to capture, in one way or another,
differences across sample members in terms of the types and levels of labour market
advantages or disadvantages.

1% Tt should be borne in mind that subgroups defined on the basis of a particular characteristic
(age, for example) will differ in numerous other regards. Examinations of how services received
or outcomes achieved vary across subgroups reflect the combined effects of these differences
in characteristics. The cross-office analysis discussed above uses a different approach that
allows the extent to which individual characteristics affects impacts to be estimated. For more
detail, see Robins and Dorsett, forthcoming, 2011.
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impacts did differ across subgroup categories (as indicated by the daggers) in a number of cases.
For example, ERA achieved a stronger service differential for the ethnic minorities enrolled in the
programme than for whites.

In some cases, the differences in effects on this measure may be driven more by differences in the
likelihood that ERA increased participants’ number of months employed than in the likelihood that
they were served by the programme once they were employed.’** However, the more noteworthy
finding is the broad reach of ERA’s efforts to engage working participants in advancement-focused
assistance.

Table 5.4 presents impacts on training by subgroup for NDLP sample members. The left-hand panel
of the table shows ERA’s effects on the likelihood that participants engaged in training, regardless of
their work status at the time. The right-hand panel of Table 5.4 shows ERA’s effects on the likelihood
that participants would combine training courses with work. Looking across the subgroup categories,
it is clear that the programme increased training among some but certainly not all subgroups. ERA
increased training by a substantial margin among those with older children, in family housing, and
among those with no reported barriers to employment. Notably, ERA had no effects on training
among ethnic minorities, those with young children,'° or those with A-level credentials (all groups
that experienced impacts on earnings).

Regarding participation in training or education while working, a number of differences across
subgroup categories are noteworthy. In particular, the programme seems to have increased the
likelihood of combining training with work to a greater extent for ethnic minorities, for lone parents
with older children, for those with no barriers to employment, for those who entered the study as
part of a later cohort, and for those in family or social housing. The bigger effect for the later cohort
is consistent with implementation findings indicating that the programme stepped up its marketing
of the training incentives later in the programme. A later section of this chapter considers whether
these subgroup impacts on service receipt contributed to differences in ERA’s economic impacts
across NDLP subgroups.

139 For example, this may have been the case, to some extent, for the ethnicity subgroups.

140 The child age subgroups are not defined exactly the same way for the participation analysis. In
the economic analysis, earnings impacts are clustered among those with children aged five to
six who are a subset of the group with children under seven.
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Table 5.3 Effects of ERA on receipt of help or advice from Jobcentre Plus

staff while working, NDLP target group, by subgroup
(survey respondents only)

Received help/advice from Jobcentre Plus staff while working (%)

ERA Control Difference

group group (impact) P-value Sample size
All customers 46.5 13.3 33.3 M 0.000 2,297
Race/ethnicity +
White 46.8 14.6 32.2 *** 0.000 2,003
Ethnic minority 46.7 2.9 43.8 *** 0.000 289
Age of youngest child tt
Under 7 years 42.3 13.0 29.3 *** 0.000 1,317
7 to 11 years old 47.9 13.6 34.4 ** 0.000 533
12 to 16 years old 60.4 11.8 48.6 *** 0.000 338
Number of months worked in 3 years prior to tt
random assignment
None 39.8 9.1 30.8 *** 0.000 1,128
1-12 47.0 17.7 29.3 *** 0.000 522
13+ 57.8 17.0 40.8 *** 0.000 647
Housing status
Family 50.2 16.3 33.9 *** 0.000 191
Social 44.6 12.6 32.0 *** 0.000 1,535
Private 49.4 14.6 34.7 *** 0.000 546
Qualifications T+
None 34.5 11.3 23.3 *** 0.000 510
GCSE 50.1 13.8 36.3 0.000 1,076
A-level or above 52.6 14.7 37.9 *** 0.000 540
Cohort T
Early (October 2003 - May 2004) 43.8 13.4 30.3 *** 0.000 1,244
Late (June 2004 - April 2005) 49.8 131 36.7 *** 0.000 1,053
Number of barriers to employment T
None 49.4 10.3 39.1 *** 0.000 785
One 45.8 14.5 31.3 *** 0.000 929
Two or more 435 15.6 27.9 *** 0.000 583

(continued)
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Table 5.3 Continued

In work and received help/advice from Jobcentre Plus staff (%)
ERA Control Difference

group group (impact) P-value Sample size
Severely disadvantaged int
Yes 36.3 10.7 25.6 *** 0.000 527
No 49.8 13.9 35.9 *** 0.000 1,770
Child under 7 and no work in 3 years prior to
random assignment 1+
Yes 34.5 10.0 245 *** 0.000 642
No 51.4 14.3 37.1 7% 0.000 1,578
SOURCE:  MDRC calculations from ERA 12- and 24-month customer surveys and baseline information forms completed by DWP staff.
NOTES: Estimates were regression-adjusted using ordinary least squares, controlling for pre-random assignment characteristics of

sample members.
Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and the control group. Statistical
significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.

A statistical test was performed to measure whether impacts differed significantly across subgroup categories. Statistical
significance levels are indicated as: t+ = 10 per cent; 1 =5 per cent; and t1t1 = 1 per cent.

The results are calculated using the equal-weighted approach of the previous report, allowing each district to contribute
equally to the results. Data constraints prevented recalculation of the measures in this table without weighting.

Family housing refers to situations where the customer is living with his/her parents or other friends or relatives. Social housing
refers to housing in which the local authority (local government) or a private housing association is the landlord. Private
housing refers to owner-occupied housing or housing that the customer rents privately.

Barriers to employment include transport, childcare, health, housing, basic skills, or other self-identified problems.

Severely disadvantaged refers to those participants with GCSE qualifications or lower, no work in the three years prior to
random assignment, and at least one barrier to employment.
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Table 5.5 presents subgroup results for receipt of bonuses (which were only available to ERA
participants). In general, many different subgroups received employment retention bonuses, but
the rates of receipt tended to be somewhat higher for the less-disadvantaged participants (versus

those who were more disadvantaged), who had a greater likelihood of working, including NDLP
participants with higher education levels, fewer work barriers, and older children. Receipt of the
training bonus was lower overall, compared with the retention bonus, but tended to be higher for
participants who were less disadvantaged (e.g., those who had the most work experience or the

highest educational qualifications).

Table 5.5 Bonus receipt rates, NDLP target group, by subgroup

Ever received
work retention Ever received
bonus within 24 training bonus
months follow-up | within 24 months
(%) follow-up (%) Sample size
All customers 28.1 7.2 3,365
Race/ethnicity Tt
White 27.0 7.3 2,833
Ethnic minority 34.7 6.5 519
Age of youngest child Tttt Tt
Under 7 years 23.6 5.9 1,905
7 to 11 years old 28.0 8.8 805
12 to 16 years old 44.0 9.7 476
Number of months worked in 3 years prior to random assignment Tt t
None 22.3 49 1,656
1-12 31.0 7.0 774
13+ 36.2 11.7 935
Housing status T 11
Family 253 5.3 251
Social 27.4 6.1 2,220
Private 31.1 10.8 854
Qualifications Tt Tt
None 20.0 3.5 778
GCSE 26.3 6.6 1,602
A-level or above 41.4 12.0 738
Cohort ins Tt
Early (October 2003 - May 2004) 26.5 5.8 1,756
Late (June 2004 - April 2005) 29.9 8.9 1,609
Number of barriers to employment Tt
None 32.0 7.3 1,197
One 26.9 7.0 1,269
Two or more 24.3 7.5 899

(continued)
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Table 5.5 Continued

Ever received

work retention Ever received

bonus within 24 training bonus

months follow-up | within 24 months
(%) follow-up (%) Sample size

Severely disadvantaged 1t 1t
Yes 15.4 2.8 769
No 31.9 8.6 2,596

Child under 7 and no work in 3 years prior to random assignment 1t 1t
Yes 18.9 4.1 923
No 31.4 8.5 2,299

SOURCE:  MDRC calculations from DWP financial incentives data and baseline information forms completed by DWP staff.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.
Includes all customers randomly assigned between October 2003 and April 2005.

A statistical test was performed to measure whether impacts differed significantly across subgroup categories. Statistical
significance levels are indicated as: + = 10 per cent; +1 =5 per cent; and t11 = 1 per cent.

The results are calculated using the equal-weighted approach of the previous report, allowing each district to contribute
equally to the results.

Family housing refers to situations where the customer is living with his/her parents or other friends or relatives. Social housing
refers to housing in which the local authority (local government) or a private housing association is the landlord. Private
housing refers to owner-occupied housing or housing that the customer rents privately.

Barriers to employment include transport, childcare, health, housing, basic skills, or other self-identified problems.

Severely disadvantaged refers to those customers with GCSE qualifications or lower, no work in the three years prior to random
assignment, and at least one barrier to employment.

Impacts on economic outcomes across NDLP subgroups

This section examines differences in estimated impacts of ERA across particular NDLP subgroups.
The outcomes shown in Table 5.6 are the number of months employed during the 60 months of
follow-up (an indicator of labour market attachment and retention) and earnings during the four
tax years 2005-2009 (which should reflect any increase in employment rates, wages, and/or work
hours). Because these outcomes span up to five years of follow-up, impacts that occurred early in
the follow-up period (while the programme was still active) but dissipated later, might not show up
as statistically significant. Table 5.7 shows subgroup impacts on receipt of Income Support.

Overall, despite broad subgroup differences in ERA’s effects on the receipt of advancement-related
assistance, the programme’s impacts on economic outcomes generally did not follow a similar
pattern. In other words, NDLP subgroups that were more likely to receive advancement-related
assistance through ERA were not typically more likely to experience larger impacts on economic
outcomes. In fact, few subgroups experienced statistically significant cumulative impacts on
employment, earnings, or benefits receipt over the five-year follow-up period. However, several
exceptions stand out.
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First, certain impacts are larger for ethnic minority than white participants. This is important
because ethnic minorities have long been the focus of major policy concern, since they tend to
suffer from more labour market disadvantages.?*! ERA appears to have had a larger impact on
months employed for ethnic minorities than for whites, and it may have increased ethnic minorities’
earnings to a greater extent, although the earnings impact is not statistically significant. ERA also
substantially reduced the amount received in Income Support by over 14 per cent below control
group levels among ethnic minorities. In sum, the overall pattern of results suggests that ERA may
have been somewhat more successful for lone parents from ethnic minority groups.

Second, earnings impacts are statistically significant for parents whose youngest child was five to
six years old. This age is particularly relevant because it is the time when children are making the
transition to reqular primary school, and parents may be more available for work. It is also the age
group for which parents, who traditionally have been exempt from a work participation requirement,
will, under new Government proposals, become subject to work requirements in the future. The
Coalition Government intends to require that lone parents with a youngest child aged five and over,
and who are not employed, claim Jobseeker’s Allowance, which carries with it a mandate to actively
seek work to maintain one’s eligibility, rather than Income Support.

For that group, ERA increased total four-year earnings by an average of nearly £3,400. This
represents a statistically significant gain of 25 per cent over the control group average. However, ERA
had no impacts for this subgroup on the number of months employed. This implies that the earnings
gain resulted from higher wage rates or, more likely, increased hours.*?

It is also noteworthy that ERA had no economic impacts for NDLP lone parents with children under
age five when they entered the programme. This is consistent with the evaluation’s qualitative
findings. As noted in the ERA report on training, and in Chapter 3, advisers recounted in interviews
that participants with young children were difficult to engage in training!** and other advancement
activities; if they had advancement aspirations, they typically deferred them until their children were
older. In contrast, parents with children aged five or six were at a time of transition in their own work
journeys and perhaps more open to advancement activities as their children were newly enrolled

in school.

Finally, ERA’s effects for the NDLP group differed considerably depending on the educational
qualifications participants had when they entered the study. The programme had sizeable and
statistically significant impacts on employment, earnings, and benefits receipt for those with the
highest educational qualifications (A-level qualifications), and no effects for those without such
qualifications. For this subgroup, ERA increased the duration of employment by roughly three
months on average (an increase of 11 per cent relative to the control group rate), increased total
four-year earnings by an average of about £3,500 (a gain of 15 per cent), and reduced time spent on
Income Support by 2.3 fewer months (a ten per cent reduction). In addition, ERA reduced Income
Support benefits by nearly £900 among those with A-level qualifications. A later section of this
chapter takes a more in-depth look at these findings.

141 For illustration, Table 5.6 shows that, in the control group, ethnic minorities in the NDLP control
group worked five fewer months than whites. Table 5.7 shows that ethnic minority controls
also spent more time on benefits. Interestingly, however, ethnic minorities who worked
seemed to earn more than white workers, which can be seen by looking at their earnings
levels. Adjusting for employment, ethnic minorities actually earned more than whites, but it
appears more difficult for them to find work.

142 Analysis presented in Sianesi, 2011, suggests that an increase in working hours rather than in
wages is responsible for this effect.

%3 Hendraetal., 2011.
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5.3.2 Subgroup results for the WTC target group

As previously noted, the WTC target group, compared with the NDLP target group, enjoyed more
labour market advantages and had a stronger attachment to the labour market when they
entered the study, as they were already working 16 hours to 29 hours per week. Nonetheless, lone
parents within the WTC group still differed from one another on a number of important background
characteristics that could affect their levels of engagement with ERA and how much they benefited
from the programme in economic terms. This section explores these patterns.

Impacts on service receipt across WTC subgroups

Table 5.8 shows the extent to which ERA increased the likelihood that WTC lone parents would be
employed and receive help and advice from Jobcentre Plus staff while working (relative to controls).
The overall pattern reveals that ERA had such an effect for all major subgroup categories.** As was
the case for the NDLP target group, the impacts for each subgroup category are highly statistically
significant. Moreover, those impacts do not differ across categories to a statistically significant
degree, as is clear from the absence of daggers for most estimates (or the cross-category variation
was generally small in absolute terms).

Table 5.9 shows ERA’s effects on the likelihood that participants would participate in training

(left panel) and combine training courses with work (right panel). ERA increased the likelihood of
training and combining training and work for nearly all subgroup categories, reflecting the broad
interest in training across the range of WTC participants. In nearly all cases, the variation in impacts
across subgroup categories is not statistically significant. (The difference in effects by cohort is an
exception, although for reasons that are not understood.)

Table 5.10 presents results for bonus receipt. There is less significant variation in receipt of the
retention bonus for sustained full-time employment than for the NDLP group, probably because
full-time work was more widespread among the WTC sample. Nonetheless, WTC lone parents with
older children were more likely to receive the retention bonus than those with younger children.
Receipt of the training bonus differed more by subgroup. In general, a higher proportion of parents
in subgroups considered less disadvantaged tended to receive the training bonus, compared with
the proportion for more disadvantaged parents. For example, bonus receipt was higher among WTC
lone parents with older children, more recent work experience, or more education, or those living in
private housing.

144 These effects do not seem to be due to differences in employment rates over the follow-up
period, because employment rates did not differ much between ERA participants and controls.
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Table 5.8 Effects of ERA on receipt of help or advice from Jobcentre Plus

staff while working, WTC target group, by subgroup
(survey respondents only)

Received help/advice from Jobcentre Plus staff while working (%)

ERA Control Difference

group group (impact) P-value Sample size
All customers 74.0 6.8 67.2 *** 0.000 2,119
Race/ethnicity
White Th4 6.7 67.8 *** 0.000 1,962
Ethnic minority 68.1 10.0 58.1 *** 0.000 154
Age of youngest child t
Under 7 years 70.1 7.4 62.7 ¥ 0.000 720
7 to 11 years old 75.6 6.4 69.3 *** 0.000 673
12 to 16 years old 79.6 7.7 71.9 *** 0.000 551
Number of months worked in 3 years prior to
random assignment
1-12 72.9 9.8 63.1 *** 0.000 233
13+ 74.3 6.4 67.9 *** 0.000 1,864
Housing status Tt
Family 65.8 8.2 57.6 *** 0.000 114
Social 69.4 9.3 60.0 *** 0.000 783
Private 77.7 5.4 72.4 0.000 1,201
Qualifications
None 65.1 4.1 61.0 *** 0.000 251
GCSE 75.9 8.3 67.6 *** 0.000 926
A-level or above 75.7 5.9 69.8 *** 0.000 674
Cohort
Early (October 2003 - May 2004) 78.6 9.0 69.6 *** 0.000 435
Late (June 2004 - April 2005) 72.9 6.3 66.6 *** 0.000 1,684
Number of barriers to employment
None 76.9 6.2 70.6 *** 0.000 680
One 71.4 7.9 63.5 *** 0.000 956
Two or more 75.3 5.6 69.7 *** 0.000 483

(continued)
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Table 5.8 Continued

Received help/advice from Jobcentre Plus staff while working (%)
ERA Control Difference

group group (impact) P-value Sample size
Moderately disadvantaged
Yes 72.3 7.4 64.9 *** 0.000
No 74.9 6.6 68.3 *** 0.000 1,353
SOURCE:  MDRC calculations from ERA 12- and 24-month customer surveys and baseline information forms completed by DWP staff.
NOTES: Estimates were regression-adjusted using ordinary least squares, controlling for pre-random assignment characteristics of

sample members.
Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and the control group. Statistical
significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.

A statistical test was performed to measure whether impacts differed significantly across subgroup categories. Statistical
significance levels are indicated as: t = 10 per cent; t1 =5 per cent; and t11 = 1 per cent.

Family housing refers to situations where the customer is living with his/her parents or other friends or relatives. Social housing

refers to housing in which the local authority (local government) or a private housing association is the landlord. Private
housing refers to owner-occupied housing or housing that the customer rents privately.

Barriers to employment include transport, childcare, health, housing, basic skills, or other self-identified problems.

Moderately disadvantaged refers to those customers with GCSE qualifications or lower and at least one barrier to
employment.
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Table 5.10 Bonus receipt rates, WTC target group, by subgroup

Ever received
work retention
bonus within 24
months follow-up

Ever received
training bonus
within 24 months

(%) follow-up (%) Sample size
All customers 34.5 19.5 1,415
Race/ethnicity
White 34.4 19.8 1,295
Ethnic minority 36.1 16.0 119
Age of youngest child Tt Tt
Under 7 years 29.2 15.0 498
7 to 11 years old 322 20.3 427
12 to 16 years old 44.0 233 379
Number of months worked in 3 years prior to random assignment T+t
1-12 33.6 10.7 150
13+ 34.6 20.7 1,247
Housing status Ht
Family 25.4 12.2 88
Social 35.7 16.1 532
Private 34.2 22.7 781
Qualifications Tt
None 29.4 13.8 172
GCSE 35.5 16.6 645
A-level or above 34.7 24.9 424
Cohort 1t
Early (October 2003 - May 2004) 40.4 16.4 271
Late (June 2004 - April 2005) 33.1 20.2 1,144
Number of barriers to employment
None 373 16.8 470
One 332 21.1 638
Two or more 331 20.6 307

(continued)
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Table 5.10 Continued

Ever received
work retention Ever received
bonus within 24 training bonus
months follow-up | within 24 months
(%) follow-up (%) Sample size
Moderately disadvantaged t
Yes 313 18.0 518
No 36.4 20.4 897
SOURCE:  MDRC calculations from DWP financial incentives data and baseline information forms completed by DWP staff.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Includes all customers randomly assigned between October 2003 and April 2005.

A statistical test was performed to measure whether impacts differed significantly across subgroup categories. Statistical
significance levels are indicated as: t = 10 per cent; t1 = 5 per cent; and t1t = 1 per cent.

Family housing refers to situations where the customer is living with his/her parents or other friends or relatives. Social housing
refers to housing in which the local authority (local government) or a private housing association is the landlord. Private
housing refers to owner-occupied housing or housing that the customer rents privately.

Barriers to employment include transport, childcare, health, housing, basic skills, or other self-identified problems.

Moderately disadvantaged refers to those customers with GCSE qualifications or lower and at least one barrier to
employment.

Impacts on economic outcomes across WTC subgroups

Overall, there is little evidence that ERA’s impacts on labour market outcomes varied across
subgroups of the WTC target group. Mirroring the full sample results, almost none of the cumulative
measures on months employed or average earnings are statistically significant (see Table 5.11).
However, it should be borne in mind that sample sizes for the WTC subgroup are smaller than those
for the NDLP group, making variation in subgroup impacts more difficult to detect.

The story is similar when looking at ERA’s impacts on benefits receipt by subgroup (Table 5.12).
However, the findings for race/ethnicity stand out as a notable exception. These results suggest
that ERA reduced the likelihood of receiving Income Support or Jobseeker’s Allowance and reduced
the number of months receiving these benefits, more among ethnic minorities than among whites.
These impacts for ethnic minorities are statistically significant (denoted by the asterisks), and they
are larger than the impacts for whites at statistically significant levels (denoted by the daggers).
These findings follow the pattern in Table 5.11, suggesting that ERA increased average earnings by
a higher amount for ethnic minorities than for whites, although those earnings differences are not
statistically significant.

More generally, ignoring statistical significance, the overall pattern of results for the race/ethnicity
subgroup is similar for the WTC and NDLP samples. This may lend some credibility to the possibility
that ERA may have been somewhat more effective for ethnic minority lone parents across the two
samples. However, sample sizes are small for the ethnic minority subgroups, so these patterns must
be interpreted with caution.
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5.4 A closer look at the NDLP education subgroup results

This section will take a closer look at variation in the effects of ERA across NDLP lone parents who
entered the programme with different educational qualifications. This subgroup is of particular
interest because it is relevant to the more general question of whether post-employment
programmes like ERA are most effective for those who begin the programme with more human
capital. One could hypothesise, for example, that those with higher qualifications have a firmer
foundation for further skills-building and would be more able to qualify for jobs with advancement
opportunities, which they might be more likely to pursue and secure with ERA’s assistance.
Alternatively, one might hypothesise that such individuals would do as well on their own and
that the extra general support and incentives ERA provided for training and advancement were
largely superfluous - and that they might have been much more beneficial to those with lower
qualifications, who would otherwise have struggled more to advance on their own.

The subgroup findings already presented have shown that ERA’s effects on labour market and
benefits receipt outcomes were stronger for the subgroup with A-level qualifications among the
NDLP group - but not among WTC lone parents. This suggests that educational qualifications may
not matter among lone parents generally, but, rather, only for those receiving out-of-work benefits.
For reasons discussed below, this group may have been distinctively primed to benefit from ERA.

5.4.1 Robustness of the education subgroup finding

In general, subgroup findings are less certain than full-sample findings, and it is possible that the
stronger impacts for those with A-level qualifications are simply the product of random variation.
Every impact estimate carries with it some estimation error (which is why they are referred to as
‘estimates’ of the ‘true’ impacts).*> As more and more statistical tests are performed, as with
multiple subgroup comparisons, the risk rises that any particular subgroup impact finding that
appears as statistically significant will itself be a consequence of chance variation. Thus, it is
important to consider other patterns in the data, not just statistical significance.

One way of assessing the robustness of ERA’s impacts on the A-level subgroup is to determine
whether the same pattern of results occurs in multiple independent samples. Thus, for this

study, the analysis estimated these subgroup impacts separately for each of the six districts that
operated ERA. A limitation of such an analysis is that the sample sizes become very small, making
it more difficult for impacts to reach minimum levels of statistical significance. Thus, this analysis
considers the pattern and direction of the effects, with less emphasis than elsewhere on statistical
significance.

Figure 5.2 shows ERA’s impacts on months receiving Income Support, months employed, and
average total four-year earnings by district. The top panel shows that ERA reduced the total months
on Income Support by more than one month in four of the six districts (however, the impacts are
statistically significant only in North West England). The second panel shows that ERA increased

the duration of employment by more than one month in five of the six districts (though the effects
were significant only in North West England). The third panel shows that ERA’s impacts on earnings
exceeded £1,000 in four of the districts and are statistically significant in two of the districts (London
and North West England). As a whole, the results suggest that the pattern of stronger impacts for
the A-level group is relatively consistent across districts, though one can never rule out the possibility
that this subgroup effect is a statistical aberration.

1% In this study, the probability of any given test indicating that a result is statistically significant
when there is no real effect is ten per cent.
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Figure 5.2 Impacts of ERA among those with A-level educational qualifications,

NDLP target group only

Months on Income Support five years post-random assignment
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SOURCE:MDRC calculations from Work and Pensions Longitudinal Study benefits receipts and

NOTES:

employment records.

Estimates were regression-adjusted using ordinary least squares, controlling for pre-
random assignment characteristics of sample members.

Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and
the control group. Statistical significance levels are indicated as: * = 10 per cent;
** =5 per cent; and *** =1 per cent.

Includes all customers randomly assigned between October 2003 and April 2005.
RA refers to random assignment.
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One difficulty in interpreting subgroup differences is that individuals fall into multiple inter-correlated
categories. It is easy to imagine, for example, that lone parents who had A-level qualifications
when they entered the study may have also been more motivated and more likely to find and

keep jobs and progress in work on their own, without ERA, than those without such qualifications.
This expectation is supported in part by the data on the control group (not shown), indicating that
controls with A-level qualifications had more labour market advantages to begin with than did lone
parents without such qualifications. For example, among controls, 34 per cent of those with A-level
qualifications worked in the year before random assignment, compared with less than 24 per cent
among the no-qualifications group. Those with A-level qualifications also received less in welfare
assistance before random assignment, compared with control group members who had lower
educational qualifications.

In order to assess whether these types of starting advantages among those with A-level
qualifications were the source of the larger A-level impacts, a ‘conditional subgroup analysis’ was
conducted. That analysis controlled for the potential influence of other background characteristics
that distinguished lone parents in this subgroup from those without such qualifications. Had the
bigger impacts for the A-level subgroup disappeared after that test, it would imply that having an
A-level qualification per se was not the reason this subgroup benefited more from ERA. However,
the bigger impacts for the A-level subgroup persisted, suggesting that educational qualifications did
matter for ERA to be effective for NDLP lone parents.'46

5.4.2 Comparisons of education subgroup results for the WTC and ND25+
target groups

The subgroup findings for the WTC target group presented earlier in this chapter do not reveal

the same pattern of larger impacts for the A-level subgroup. Nor, as Chapter 6 will show, did ERA
have larger effects for ND25+ participants with A-level qualifications versus those without such
qualifications. Why would this be the case? It could be an indication that the pattern of stronger
impacts for NDLP participants with A-levels is simply a product of chance. However, it is also possible
that those with A-levels in the NDLP group are different from those with A-levels in the other target
groups in ways that distinctively positioned them to benefit from ERA.

A-level lone parents in the WTC target group were, of course, already working and, hence, more
attached to the labour market and more interested in advancing when they began ERA. Thus, they
were a more select group of lone parents than A-level participants in the NDLP group. It may be that
the kinds of incentives and services ERA offered mattered less to them in the long run or were simply
not enough to help them achieve more than they could have without the programme.

In contrast, NDLP lone parents with A-level qualifications had much less recent work experience,
and because they were out of work and had younger children, they may have been less focused
on advancement and more ambivalent about taking on full-time work in the absence of ERA. Still,
because of their A-level qualifications, more employment and advancement opportunities would

146 This involved running a series of multiple regression equations in which the ERA treatment
variable was interacted with various other baseline characteristics in addition to educational
level. If A-level participants had a larger impact than the other education subgroups only
because they had more work experience or other advantages, the independent impact for
the A-level subgroup would disappear once those other interaction terms were controlled. But
this did not happen. Another analysis conducted as part of the cross-office analysis presented
earlier in this chapter that controlled not only for individual-level characteristics but also for
office-level factors similarly found that the A-level effect was resilient to numerous statistical
controls (see Robins and Dorsett, forthcoming, 2011, for further details).
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be open to them than to those with lower or no qualifications. In this sense, they had more latent
or reserve capacity to work and advance. It may be that ERA’s incentives, encouragement, and
assistance tapped that capacity and effectively encouraged them and helped them pursue work,
especially full-time work, more than they would have on their own. Thus, it may have been the
combination of being out of work and having more qualifications, rather than simply having more
qualifications - a combination that did not exist for the WTC target group - that mattered most.

A-level participants in the ND25+ group were most obviously different from those in the NDLP group
in that most were men, few were custodial parents, and all were subject to Jobseeker’s Allowance
requirements to look for work. Those who did work, whether in the programme or control group,
were already inclined to work full time. Thus, A-level participants in the NDLP and ND25+ groups
differed in many other ways, and factors other than educational level may have influenced how
those in the ND25+ group responded to the types of assistance ERA offered.

5.4.3 Variation in service receipt by education subgroups

Another possible explanation for the larger earnings impacts among those with A-levels is that they
may have had a different experience in the programme. For example, those with A-levels might have
had larger earnings effects because they were much more likely to receive the full ERA package or
certain key components of the programme.

Table 5.3 shows that although NDLP participants with A-level qualifications were more likely to
receive this kind of help than those with no qualifications, they had similar rates of receiving in-work
help or advice, compared with those who had General Certificate of Secondary Education (GCSE)
qualifications. Yet ERA had larger impacts on economic outcomes, especially average earnings and
months on Income Support, for those with A-level qualifications. Table 5.4 shows that the variation
in impacts across the education subgroups on training or on combining work and training is not
statistically significant. Thus, it seems unlikely that the stronger impacts among NDLP participants
with A-levels are due to substantially higher receipt of in-work support or in-work education and
training. It is possible, however, that those with A-levels had a stronger reaction to a given level of
participation, compared with the other subgroups. As suggested above, they may have been more
positioned to benefit from the assistance offered. **’

When considering the individual components of ERA, it is most notable that individuals with
A-levels were substantially more likely to receive the retention bonus, compared with the other
education subgroups. Among those with A-level qualifications, 41.4 per cent received the retention
bonus within the first two years; this is 15 percentage points higher than the GCSE group and 21
percentage points higher than the no-qualifications group. While it is impossible to state with
certainty, the offer of the retention bonus may have partly contributed to the larger A-level impacts
by encouraging more full-time employment among a group with a higher reserve capacity to work,
as previously discussed.

5.4.4 Secondary outcomes for the A-level subgroup

Given the large effect on total earnings, one might expect that ERA might have produced impacts
on secondary outcomes for the A-level subgroup. However, analysis of a range of non-financial
outcomes suggests that this was not the case. There were few impacts on secondary outcomes,
such as the health or well-being of families and children, for the A-level subgroup, mirroring the full
sample.

1% Ttis also important in this regard to note that ERA had larger economic impacts for the NDLP
than the WTC A-level subgroup, even though there was a much smaller impact on service
receipt for the NDLP group.
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5.5 Correspondence between impacts on training and impacts
on earnings

The subgroup analysis discussed in the previous section can serve another purpose. Subgroups
differed, not only based on impacts on labour market outcomes but also based on receipt of
programme services and supports. This section examines variation in ERA’s effects on participation
in training, and whether that variation seemed to generate different impacts on earnings. As
discussed elsewhere, one of the main goals of ERA was to promote advancement through increased
skills acquisition. ERA provided financial incentives and guidance from advisers to encourage more
participation in education and training courses. Identifying subgroups for which ERA had particularly
large impacts on participation in education and training can shed light on an important policy
question: Do large impacts on key education and training outcomes lead to economic advancement
in the longer term? This analysis will examine this question by measuring whether the effects on
cumulative earnings correlate with impacts on training outcomes.

Figure 5.3 shows ERA’s impacts on course-taking in years 1-2 and impacts on total four-year
earnings across the educational qualifications subgroups (the detailed estimates underlying Figure
5.3 are shown in Table 5.13). The analysis focuses on training in the first two years in order to provide
a sufficient amount of time for training to translate into advancement gains.'® It is reasonable to
expect, however, that not all training courses are equally relevant for advancement. In particular,
courses specific to occupations in which people currently work or to which they are hoping to
transfer would be expected to lead more quickly to economic advancement. For the purposes of this
analysis, courses were categorised as ‘trade-specific’ if they were relevant to specific occupations,
such as nursing or business. 14

To facilitate the comparison of impacts, all impacts are expressed in ‘percentage change’ terms (to
do this, the impact was divided by the control group level and multiplied by 100). The purpose of
Figure 5.3 is to measure whether impacts on training and qualifications correlate with impacts on
earnings. For example, if subgroups that experienced a larger-than-average impact on training also
had a larger-than-average impact on earnings, this would suggest that the additional training may
have contributed to the larger earnings impacts. However, an important caveat to this analysis is
that ERA did more than incentivise and support training; thus, the contribution of other features of
the programme cannot be ruled out. However, the absence of a correspondence between training
impacts and earnings impacts would suggest that ERA’s impacts on training did not pay off in the
labour market, or that labour market gains were achieved without increases in training.

148 As discussed in Chapter 4, ERA’s impact on training faded after year 2.
149 For more information, see Hendra et al., 2011.
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Table 5.13 Impacts of ERA on training during years 1-2, and cumulative earnings
from 2005-2009 by baseline level of education subgroups

ERA Control Difference Percentage
Outcome group group (impact) P-value change (%)
NDLP
All customers
Took any course (%) 60.6 55.7 4.8 ** 0.017 8.7
Took trade-specific courses (%) 50.8 46.0 4.8 ** 0.019 10.4
Obtained any training qualification (%) 24.6 23.0 1.7 0.347 7.2
Earnings 2005-2009 tax years (£) 17,280 16,742 538 0.325 3.2
Sample size (total = 6,787) 3,365 3,422
Qualifications
A-level or above
Took any course (%) 70.8 70.7 0.2 0.968 0.2
Took trade-specific courses (%) 63.0 63.0 0.0 0.996 0.0
Obtained any training qualification (%) 29.1 30.7 -1.6 0.693 -51
Earnings 2005-2009 tax years (£) 26,383 22,845 3,537 ** 0.018 15.5
Sample size (total = 1,465) 738 727
GCSE
Took any course (%) 60.3 533 7.0 ** 0.020 131
Took trade-specific courses (%) 50.1 443 58 * 0.057 131
Obtained any training qualification (%) 25.4 22.9 2.6 0.327 11.2
Earnings 2005-2009 tax years (£) 15546 16.183 637 0.392 -3.9
Sample size (total = 3,237) 1,602 1,635
None
Took any course (%) 49.4 45.4 4.0 0.372 8.8
Took trade-specific courses (%) 37.2 33.7 35 0.411 10.5
Obtained any training qualification (%) 15.7 15.8 -0.1 0.975 -0.6
Earnings 2005-2009 tax years (£) 12,289 12,923 -634 0.513 -4.9
Sample size (total =1,572) 778 794

(continued)
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Table 5.13 Continued

ERA Control Difference Percentage
Outcome group group (impact) P-value change (%)
WTC
All customers
Took any course (%) 72.2 59.6 12.6 *** 0.000 21.1
Took trade-specific courses (%) 68.0 54.5 13.5 *** 0.000 24.8
Obtained any training qualification (%) 32,6 28.0 4.5 * 0.023 16.2
Earnings 2005-2009 tax years (£) 30,615 29,695 921 0.279 3.1
Sample size (total = 2,815) 1,415 1,400
Qualifications
A-level or above
Took any course (%) 79.8 71.6 8.2 ** 0.014 11.5
Took trade-specific courses (%) 74.2 71.3 2.9 0.531 4.1
Obtained any training qualification (%) 39.7 34.1 5.6 0.139 16.4
Earnings 2005-2009 tax years (£) 35,699 34,575 1,124 0.515 33
Sample size (total = 863) 424 439
GCSE
Took any course (%) 72.9 55.6 17.4 *** 0.000 31.3
Took trade-specific courses (%) 69.0 483 20.6 *** 0.000 42.6
Obtained any training qualification (%) 30.4 26.2 4.2 0.162 16.0
Earnings 2005-2009 tax years (£) 29,396 27,860 1,536 0.180 5.5
Sample size (total = 1,268) 645 623
None
Took any course (%) 55.3 42.3 13.0 ** 0.042 30.7
Took trade-specific courses (%) 521 38.1 14.0 * 0.069 36.7
Obtained any training qualification (%) 22.8 20.2 2.6 0.626 12.9
Earnings 2005-2009 tax years (£) 22,437 23,022 -585 0.805 -2.5
Sample size (total = 340) 172 168

SOURCES:  MDRC calculations from ERA 12- and 24-month customer surveys and Work and Pensions Longitudinal Survey earnings records.

NOTES: To facilitate the comparison of impacts, all impacts in this figure are expressed in ‘percentage change’ terms. To do this, the
impact was divided by the control group level and multiplied by 100. Statistical significance levels are indicated as: * = 10 per
cent; ** =5 per cent; and *** =1 per cent.

The sample size shown reflects the sample size of the full sample on administrative records measures. The sample size for the
survey-based measures (‘Took any course’, ‘Took trade-specific course’, and ‘Obtained any training qualification’) is lower.

Generally, Figure 5.3 suggests that increasing course-taking alone did not lead to increases

in earnings during the follow-up period. But neither did the acquisition of new qualifications,

such as training certificates, obtained by completing those courses. This is partly evident from

the experiences of members of the NDLP subgroup who entered the programme with A-level
qualifications. As discussed elsewhere, earnings impacts for this subgroup were more than 15 per
cent above those of the control group, which is the largest increase among the subgroups shown

in Figure 5.3. However, those with A-levels did not experience increases in any of the education and
training measures shown in the figure. A closer examination of the course-taking impacts for this
subgroup reveals very few effects of ERA on any course-taking outcomes.*® Therefore, it seems likely

150 One exception is that ERA did increase the percentage of full-time workers with A-levels who
trained (while in full-time work) by 11 percentage points (a non-experimental comparison).
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that the impacts for this subgroup reflect the effectiveness of other ERA components, such as the
employment retention bonus or adviser advancement support. As discussed above, this subgroup
had relatively high take-up of the employment retention bonus, suggesting that the retention bonus
was more important than the training support and training incentives, at least for this subgroup.**

Results for NDLP participants who entered ERA with GCSEs also point to a lack of correspondence
between increases in training and increases in earnings. This group experienced statistically
significant impacts on taking any courses in general and in taking trade-specific courses, but no
effect on longer-term earnings. A similar pattern is evident across the full WTC group, as well as
each of the WTC subgroups, shown in Figure 5.3. Every subgroup of WTC sample members shown

in the figure experienced statistically significant increases in key training outcomes in years 1-2.
Some of the impacts on course-taking were quite large in percentage-change terms. For example,
among WTC group members with GCSE qualifications, ERA increased trade-specific course-taking by
over 40 per cent. Despite these large effects on course-taking, none of the subgroups experienced a
statistically significant increase in earnings.

Figure 5.4 shows the same analysis for the age of youngest child subgroups as Figure 5.3 does for
the educational qualifications subgroups (the detailed estimates underlying Figure 5.4 are shown in
Table 5.14). The patterns are very similar to those discussed above. As discussed above, among the
NDLP youngest child age subgroups, the largest impact on earnings was among those with children
ages five to six. Yet, this subgroup experienced no increases in any of the measures of education
and training participation or obtaining a qualification, shown in Figure 5.4. This is consistent with
the pattern of effects among the A-level subgroup noted above, reinforcing the conclusion that
elements of ERA besides the training support were most likely responsible for the increase in
earnings.

151 Another possibility is that because those with A-levels did not need to train as much in order
to find work, they could find work more quickly than those with lower educational credentials
(and thereby could take advantage of the ERA retention bonus).
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Figure 5.3 Percentage change impacts of ERA on training during years 1-2,
and cumulative earnings from 2005-2009 by baseline level of
education subgroups
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SOURCE:MDRC calculations from ERA 12- and 24-month customer surveys and Work and Pensions
Longitudinal Survey earnings records.

NOTE: To facilitate the comparison of impacts, all impacts in this figure are expressed in
‘percentage change’ terms. To do this, the impact was divided by the control group level
and multiplied by 100. Statistical significance levels are indicated as: * = 10 per cent;

** =5 per cent; and *** =1 per cent.
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Figure 5.4 Percentage change impacts of ERA on training during years 1-2,
and cumulative earnings from 2005-2009 by age of youngest
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SOURCE:MDRC calculations from ERA 12- and 24-month customer surveys and Work and Pensions
Longitudinal Survey earnings records.

To facilitate the comparison of impacts, all impacts in this figure are expressed in
‘percentage change’ terms. To do this, the impact was divided by the control group level
and multiplied by 100. Statistical significance levels are indicated as: * = 10 per cent;

** =5 per cent; and *** =1 per cent.

NOTE:
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Table 5.14 Impacts of ERA on training during years 1-2, and cumulative earnings

from 2005-2009 by age of youngest child subgroups

ERA Control Difference Percentage
Outcome group group (impact) P-value change (%)
NDLP
All customers
Took any course (%) 60.6 55.7 4.8 ** 0.017 8.7
Took trade-specific courses (%) 50.8 46.0 4.8 ** 0.019 10.4
Obtained any training qualification (%) 24.6 23.0 1.7 0.347 7.2
Earnings 2005-2009 tax years (£) 17,280 16,742 538 0.325 3.2
Sample size (total = 6,787) 3,365 3,422
Age of youngest child
4 or younger
Took any course (%) 61.0 54.2 6.8 * 0.052 12.6
Took trade-specific courses (%) 50.8 45.0 5.8 0.102 12.8
Obtained any training qualification (%) 20.8 20.1 0.7 0.809 3.4
Earnings 2005-2009 tax years (£) 14,217 14,760 -543 0.494 -3.7
Sample size (total = 2,745) 1,388 1,357
5to6
Took any course (%) 63.4 61.9 1.5 0.790 2.5
Took trade-specific courses (%) 52.7 51.5 1.2 0.843 2.3
Obtained any training qualification (%) 28.5 283 0.2 0.973 0.6
Eamings 2005-2009 tax years (£) 16.748 13.366 3.382 rx 0.010 25.3
Sample size (total = 997) 517 480
7to11
Took any course (%) 64.1 57.8 6.3 0.154 10.8
Took trade-specific courses (%) 56.8 48.7 82 * 0.068 16.8
Obtained any training qualification (%) 33.2 253 7.9 ** 0.047 314
Earnings 2005-2009 tax years (£) 18,963 18,385 578 0.622 3.1
Sample size (total = 1,648) 805 843
12t0 16
Took any course (%) 58.6 51.3 7.3 0.244 14.3
Took trade-specific courses (%) 45.3 42.7 2.6 0.670 6.0
Obtained any training qualification (%) 25.4 19.7 5.7 0.296 28.8
Earnings 2005-2009 tax years (£) 23,268 22,179 1,088 0.511 49
Sample size (total = 992) 476 516

(continued)
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Table 5.14 Continued

ERA Control Difference Percentage
Outcome group group (impact) P-value change (%)
WTC
All customers
Took any course (%) 72.2 59.6 12.6 *** 0.000 21.1
Took trade-specific courses (%) 68.0 54.5 13.5 *** 0.000 24.8
Obtained any training qualification (%) 32,6 28.0 4.5 * 0.023 16.2
Earnings 2005-2009 tax years (£) 30,615 29,695 921 0.279 3.1
Sample size (total = 2,815) 1,415 1,400
Age of youngest child
4 or younger
Took any course (%) 81.5 59.3 22.2 *** 0.000 37.4
Took trade-specific courses (%) 71.1 49.5 21.6 *** 0.000 43.7
Obtained any training qualification (%) 34.1 29.7 b4 0.415 14.7
Earnings 2005-2009 tax years (£) 26,829 25,105 1,724 0.336 6.9
Sample size (total = 641) 329 312
5to6
Took any course (%) 74.9 60.9 14.0 * 0.072 23.1
Took trade-specific courses (%) 74.9 515 23.4 *** 0.004 45.4
Obtained any training qualification (%) 322 29.3 2.9 0.715 10.0
Earnings 2005-2009 tax years (£) 29,248 27,089 2,159 0.321 8.0
Sample size (total = 359) 169 190
7to11
Took any course (%) 71.7 64.5 7.2 0.115 11.2
Took trade-specific courses (%) 62.9 59.2 3.7 0.441 6.2
Obtained any training qualification (%) 36.2 29.1 7.1 0.132 24.2
Earnings 2005-2009 tax years (£) 31,413 31,661 =247 0.868 -0.8
Sample size (total = 864) 427 437
12to 16
Took any course (%) 82.3 59.2 23.2 ** 0.000 39.1
Took trade-specific courses (%) 73.7 54.7 19.0 *** 0.001 34.7
Obtained any training qualification (%) 40.1 26.9 13.2 ** 0.019 49.0
Earnings 2005-2009 tax years (£) 33,016 32,004 1,011 0.562 3.2
Sample size (total = 704) 379 325

SOURCES:  MDRC calculations from ERA 12- and 24-month customer surveys and Work and Pensions Longitudinal Survey earnings records.

NOTES: To facilitate the comparison of impacts, all impacts in this figure are expressed in ‘percentage change’ terms. To do this, the
impact was divided by the control group level and multiplied by 100. Statistical significance levels are indicated as: * = 10 per
cent; ** =5 per cent; and *** =1 per cent.

The sample size shown reflects the sample size of the full sample on administrative records measures. The sample size for the
survey-based measures (‘Took any course’, ‘Took trade-specific course’, and ‘Obtained any training qualification’) is lower.

The ‘age of youngest child’ subgroup categorisation in this table is a proxy based on other survey variables. Although it does
not utilise the actual subgroup measure captured at baseline (because of data constraints), the levels for this alternative
subgroup definition are very similar to the actual baseline measure. As such, the estimates and sample sizes for this subgroup
category may differ slightly from those presented in other tables.
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The subgroup impacts across the age of youngest child subgroups among WTC participants show
a similar pattern. Some of the subgroups experienced very large impacts on training participation
that did not translate into a longer-term effect on cumulative earnings. For example, among WTC
programme group members who had children aged 12 to 16, ERA increased the attainment of
occupational credentials by nearly 50 per cent above the control group level, but still had no effect
on earnings.'®> An analysis performed for the ERA training report suggests a possible correlation
between impacts on attaining training qualifications and impacts on earnings. This correlation
appears to have gone away in the long run, at least among the subgroups shown in Figure 5.4.

More information on the effects of ERA on training can be found in the ERA training report. (The
findings from that report are summarised in Box 5.2.) The analysis in the report found that much

of the training that ERA induced was in occupationally relevant skill areas. However, one weakness
of ERA training may be that it tried primarily to accommodate participants’ interests in training,
regardless of the demand for workers in occupations relevant to that training, and advisers were not
trained or positioned to help participants who trained in a particular occupational area to make a
direct connection to employers who were hiring people with those newly acquired skills.

Box 5.2 Summary of findings from the ERA training report

Many low-income people face skill deficits that hinder their advancement in the labour market.
This has become an issue of central importance in the UK.*> Efforts to address the skills
disadvantage through training have been mixed; persistence in and completion of training
has been a continuing challenge.>* Working lone parents, in particular, find it difficult to find
time to complete training or are reluctant to trade limited time available for their children for
time spent in training. There are also issues of confidence. Many low-income individuals may
have had difficulty in formal education, making the prospect of training in adulthood seem
intimidating for some. Finally, simply taking training classes is not enough. To be effective,
training needs to impart skills that are in demand by employers, and it is sometimes difficult
to know which courses to take. Together, these factors create a ‘skills gap’ for many low-wage
workers.

One of the key goals of the ERA demonstration was to encourage human capital development
by supporting and creating incentives for training among low-wage workers. To accomplish
this, the programme provided adviser support and financial incentives for completing training
and working full time. The ERA training report*>® looks specifically at the delivery, take-up, and
outcomes of the training support and incentives ERA provided. A central question is whether an
approach that features intensive adviser support and financial incentives encourages training
beyond what would normally occur.

Main findings

+ ERA increased the proportion of people who took courses and took courses while working.

+ Theincrease in training was concentrated in courses that were focused on occupational or
workplace skills.

« A combination of advisory support and financial incentives was found to be important,
although some people valued one more than the other.

+ ERAincreased training among those who were at an academic disadvantage.
+ The early evidence on the economic outcomes from training was mixed.

52 Hendraetal., 2011.

153 Leitch, 2006.

15 Martinson and Holcomb, 2007.
5 Hendraetal., 2011.
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5.6 Conclusions

This chapter has demonstrated that the full-sample impacts of ERA among lone parents mask
significant variation in impacts among NDLP lone parents by location and across subgroups.
Statistically significant variation in the impacts of ERA on the number of months employed and the
number of months receiving benefits was found across offices. Impacts on these outcomes and
cumulative earnings also varied across several important subgroups, with some positive results
found for ethnic minorities, parents with a youngest child five to six years old, and lone parents with
A-level qualifications.

This variation across offices and subgroups provided an opportunity to understand which aspects of
the multi-faceted ERA programme were most effective in improving labour market outcomes. The
analyses in this chapter examined three components of ERA that may have been expected to drive
the variation in economic impacts: (1) in-work advancement support and help from advisers, (2)
the employment retention bonus, and (3) training support and incentives. The cross-office analysis
found that participants’ receipt of in-work advancement-related support and assistance as well as
knowledge of the employment retention bonus may have contributed to better impacts. However,
it also found that increasing participation in training or increasing adviser encouragement or help in
finding training had no labour market pay-off for participants during the study’s follow-up period.

The subgroup analysis also points to the possible importance of the employment retention bonus
and strongly supports the finding that the incremental training that ERA encouraged did not
produce longer-term earnings impacts. This is especially notable because ERA caused a large
increase in training and in receipt of new qualifications, such as training completion certificates, for
some subgroups. It may be that a mismatch between the types of courses taken and available job
opportunities, and ERA’s inability to help participants who had completed training move into jobs in
which they could use their newly acquired skills, may have limited the returns to training in terms of
measurable earnings gains.!*®

16 Arecent US-based study by Public/Private Ventures points to the effectiveness of demand-
driven, sectoral training (Maguire et al., 2010). MDRC is currently evaluating a new programme
called WorkAdvance, which will use a similar strategy, combined with elements of the US and
UK ERA models.
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6 Impacts of ERA on labour
market and other outcomes
for long-term unemployed
(New Deal 25 Plus)

participants

Box 6.1 Chapter 6 at a glance

+ Compared with the other two target groups in the Employment Retention and Advancement
(ERA) evaluation, the New Deal 25 Plus (ND25+) group faced more severe labour market
disadvantages at the time of random assignment.

+ ERA produced statistically significant increases in employment and earnings for the ND25+
group after the first year. These impacts persisted through the end of the follow-up period
and were likely to continue beyond it.

+ ERA also produced persistent reductions in benefits receipt over the five-year follow-up
period, although the reductions moderated somewhat after month 33, the point at which
the programme formally ended.

« Some evidence suggests that ERA helped ND25+ group members find jobs more quickly and
remain at their initial jobs longer.

« Some districts had more success than others. In two of the six (East Midlands and Scotland)
ERA produced large and statistically significant impacts on employment, earnings, and
receipt of Jobseeker’s Allowance.

« ERA’s impacts were not concentrated in any particular subgroups, suggesting that even
some more difficult-to-help members of this target group benefited from the programme.

6.1 Introduction

This chapter presents the impact findings for ERA’s third target group, ND25+ enrollees. In
interpreting these findings, it is important to keep in mind just how different the ND25+ group is
from the two other groups that participated in the demonstration - the New Deal for Lone Parents
(NDLP) and Working Tax Credit (WTC) target groups. ND25+ enrollees are mostly men over the age
of 25 (most are actually over 30 years old), whereas NDLP and WTC lone parents are mostly women.
At the time the study began, ND25+ sample members were receiving Jobseeker’s Allowance, which
required that they actively seek work as a condition of maintaining their eligibility for this benefit.

In contrast, lone parents in the NDLP target group were recipients of Income Support, which carried
no work search requirements. ND25+ sample members, because they had been unemployed and



Impacts of ERA on labour market and other outcomes for long-term unemployed 169
(New Deal 25 Plus) participants

receiving Jobseeker’s Allowance for at least 18 out of 21 months before random assignment,*>” were
mandated to participate in the New Deal welfare-to-work programme (which, for the ERA group,
was the first stage of ERA). No such mandate applied to the lone parents. Those in the NDLP target
group had volunteered for the New Deal programme, and WTC lone parents were not involved in the
New Deal at all, because they were already working.

Given their different route into the research sample, the ND25+ group, on average, faced greater
labour market disadvantages than the lone parent target groups. Many lacked skills or had outdated
skills, a short or patchy work history, and transport difficulties. Over 36 per cent had no educational
qualifications at all, compared with 24 per cent of the NDLP group and 12 per cent of the WTC
group (see Table 2.2). About 45 per cent (similar to the NDLP group) had not worked at all in the
three years before they entered the demonstration. About 77 per cent said that they had no driving
licence or lacked access to a car, compared with 68 per cent of the NDLP group and 33 per cent

of the WTC group. About 20 per cent of the ND25+ group reported suffering from some long-term
illness or disability. As Chapter 3 discussed, programme staff found it somewhat more challenging
to engage ND25+ participants in services. Nationally, the ND25+ group has been found to have
relatively low employment retention rates, with only one in four ND25+ customers leaving benefits
for sustained work.**® It is also a group known to have more alcohol and substance abuse problems
and involvement with the criminal justice system than lone parents.

The availability of survey data for the NDLP and WTC groups has aided in understanding the nature
of these impacts. However, the impact analysis for the ND25+ group relies solely on administrative
data, because less survey data are available for this group.**

6.2 ERA’s overall impacts on the ND25+ target group

6.2.1 ERA’s impact on employment

Table 6.1 makes it immediately clear how detached the ND25+ group normally was from the labour
market, even during a period when it was fairly strong, as during the early years of ERA. As the
table shows, only about 31 per cent to 35 per cent of ND25+ control group members worked in any
given year during the five-year follow-up period, and 55.1 per cent had worked at all during those
five years, at least in jobs covered by administrative data. ERA made a small difference in these
employment rates. It increased the likelihood of ever working within the full follow-up period by a
statistically significant 2.2 percentage points (a gain of about four per cent over the control group
rate). It also had a positive and statistically significant employment effect in each year, with a peak
impact of 3.6 percentage points occurring during the second year (an 11 per cent increase over the
control group rate).

In the first follow-up year, when the programme mainly provided pre-employment services through
the New Deal programme (a version of the same programme to which the control group was
assigned), ERA increased participants’ likelihood of being employed by 1.9 percentage points.

157 The majority of those who commence a claim for Jobseeker’s Allowance do not continue on for
18 or more months and are therefore not mandated to join ND25+. In 2004-2005, for example,
only about six per cent of Jobseeker’s Allowance claims reached 18 consecutive months (Miller
et al., 2008). However, these numbers are increasing in the wake of the recent recession.

158 Miller et al., 2008.

159 Surveys at 12 and 24 months were conducted for ND25+ sample members, but the samples
were small because many customers were difficult to contact. Furthermore, the response rates
were low, leading to insufficient sample sizes for analysis purposes. The ND25+ group was not
surveyed at 60 months.
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Table 6.1 Effects of ERA on employment and earnings within five years
after random assignment, ND25+ target group

ERA Control Difference
Outcome group group (impact) P-value
Ever employed during (%)
Year 1 373 35.4 19 * 0.098
Year 2 36.3 32.7 3.6 *** 0.001
Year 3 34.6 325 2.1 0.057
Year & 35.0 32.1 2.9 = 0.009
Year 5 32.8 309 1.9 * 0.094
Years 1-5 57.3 55.1 22 0.057
Average number of months employed during
Year 1 2.5 2.3 0.1 0.216
Year 2 2.9 2.6 0.3 *** 0.009
Year 3 3.0 2.7 0.2 ** 0.025
Year 4 3.0 2.8 0.2 ** 0.047
Year 5 2.9 2.7 0.3 ** 0.025
Years 1-5 14.3 13.2 1.1 * 0.010
Employed during month 24 (%) 24.3 221 23 7 0.025
Employed during month 36 (%) 25.1 23.5 1.6 0.114
Employed during month 48 (%) 25.7 233 2.4 ** 0.019
Employed during month 60 (%) 23.4 21.8 1.6 0.103
Average earnings during 2005-2006 tax year (£) 3,070 2,758 312 * 0.032
Average earnings during 2006-2007 tax year (£) 3,447 3,104 342 ** 0.036
Average earnings during 2007-2008 tax year (£) 3,692 3,228 Lob 0.007
Average earnings during 2008-2009 tax year (£) 3,954 3,591 363 ** 0.046
Average 4-year earnings during 2005-2009 tax years (£) 14,162 12,681 1,481 ** 0.012
Employed during 2005-2006 tax year (%) 37.7 339 3.8 *** 0.001
Employed during 2006-2007 tax year (%) 35.7 33.0 2.7 ™ 0.016
Employed during 2007-2008 tax year (%) 36.2 335 2.7 ** 0.015
Employed during 2008-2009 tax year (%) 36.2 34.4 1.7 0.127
Average number of employment spells 0.6 0.6 0.0 0.119
Average number of non-employment spells 1.2 1.2 0.0 0.690
Average number of months to first employment 32.7 33.9 -1.2 % 0.047
Average duration of first employment (months) 10.0 9.0 09 ** 0.012
Time to first employment (%)
Employed in month of RA® 10.4 10.5 -0.1 0.884
1 to 6 months 19.4 19.1 0.2 0.795
7 to 12 months 8.5 7.1 1.4 * 0.037
13 to 24 months 8.1 7.1 1.0 0.125
Greater than 24 months 10.9 11.2 -0.3 0.730
Never employed in first 60 months 42.7 449 2.2 % 0.057
Sample size = 6,782 3,424 3,358

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment records.

NOTES: Estimates were regression-adjusted using ordinary least squares, controlling for pre-random assignment characteristics of
sample members.

Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and the control group. Statistical
significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.

Includes all customers randomly assigned between October 2003 and April 2005.
°RA refers to random assignment.
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Because both the programme and control groups received similar services at the beginning, large
early impacts on employment were not expected. In year 2, as more ERA participants moved into
the post-employment (or ‘in-work’) phase, ERA’s employment impact almost doubled, reaching 3.6
percentage points.'® Although this effect declined somewhat in year 3, possibly because of short-
lived jobs, it increased by almost a full percentage point in year 4, suggesting the possibility of some
re-employment among those who had left their earlier jobs. But then it declined by a percentage
point in year 5, equalling the impact in the first year. Overall, the administrative data strongly
indicate a pattern of positive impacts on employment for the ND25+ group that rise and then fall,
but appear to persist even after the post-employment phase of the programme (years 2 and 3)
ended. It appears that, in contrast to the results for the two lone parent target groups, ERA had had
a sustained impact on employment for the ND25+ group.*¢!

As a check on the above results, which are based on employers’ reports of individuals’ employment
start and end dates, an alternative employment measure was constructed using employer-reported
earnings data for each of four tax years.®? Employment effects based on these data do not cover all
five follow-up years, but they have the advantage of being easily aligned with the earnings impacts,
which are also based on tax years (see below). As Table 6.1 shows, ERA’s employment impact

for tax year 2005-2006 is 3.8 percentage points, which is slightly larger than the 3.6 percentage
point impact in the second year after random assignment. The tax-year employment impacts are
statistically significant in each of those first three tax years.

The monthly employment rate is low for the control group throughout the follow-up period,
starting out at less than ten per cent, but never reaching more than 25 per cent (Figure 6.1). This is
considerably lower than the rate for the NDLP control group (which was usually over 40 per cent)
and the rate for the WTC control group (which was usually over 60 per cent), reflecting the more
severe labour market disadvantages faced by the ND25+ sample. After the initial rise in the first six

10 These pooled results differ from the results for the ND25+ group presented in Miller et al., 2008,
which gave equal weight to all six districts regardless of their sample sizes. As discussed in
Appendix A, the results presented in this report are not weighted by district. Consequently, the
pooled impact estimates presented here are larger than previously reported for the first two
years of follow-up. The difference is primarily because Wales has a relatively small sample,
but relatively large negative impacts. When Wales is given less weight (in accordance with
its smaller size), the pooled impact estimates are larger than when Wales is given the same
weight as the other districts (allowing its negative impacts to have a bigger influence on the
pooled estimates). This change in weighting strategy did not have a large effect among the
NDLP group. The WTC impacts were never weighted by district.

161 Paralleling the impacts on ever being employed in a given year are positive impacts in all
five years on the number of months employed. As in the case of ever being employed, the
peak impact on the number of months employed occurs in year 2 and is about .3 months,
representing about an 11 per cent impact. However, after declining in years 3 and 4 to about
.2 months, it again increases to .3 months in year 5, strengthening the conclusion that ERA has
permanently increased employment for the ND25+ group. Over all five years, the impact is 1.1
months (about an eight per cent impact) and is statistically significant.

162 Programme years and tax years are not the same, but they do overlap (see Figure 2.1).
The employment variable from the tax-year data was defined as one if tax-year earnings
were greater than zero, and zero if there were no earnings in the tax year. The follow-up
period based on tax years begins with 2005-2006, because the prior tax year would capture
some employment and earnings for some sample members that occurred before random
assignment.
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months after random assignment, employment rates are remarkably stable throughout the five-
year follow-up period - even after the onset of the steep recession in 2009. Furthermore, controls
who became employed had low earnings. For example, in the 2005-2006 tax year, earnings among
employed ND25+ controls averaged just over £8,100.1% This pattern of employment and earnings
illustrates the ‘low-pay, no-pay’ cycle the vast majority of ND25+ participants faced. Over the entire
five-year follow-up period, the trend in employment among the ND25+ control group remained
virtually flat. Although 55 per cent of ND25+ controls were employed at some time during the five
years, the fact that no more than 25 per cent were employed in any given month is indicative of
considerable ‘churning’ in and out of employment for this group.

Figure 6.2 shows that there are positive impacts on employment for almost all of the months of the
follow-up period, with about three-fifths of them being statistically significant. While the impacts
faded somewhat late in year 3, they re-emerged in year 4. Though the employment impacts are not
statistically significant in the last couple of months of year 5, the balance of evidence still strongly
suggests that ERA had a long-run impact on employment for the ND25+ group.

Over the five-year follow-up period, ERA had no impact on the number of spells of employment or
non-employment. However, it did reduce the average amount of time it took participants to find
their first jobs by a statistically significant 1.2 months (a reduction of four per cent). It also increased
by .9 months (or ten per cent) the average duration of the first employment spell. These patterns
suggest that the ERA programme had somewhat more success in helping ND25+ participants enter
work and retain their jobs than the services normally available to this group through Jobcentre Plus
and other providers.

It is also worth highlighting the greater propensity of workers in the ND25+ group than the lone
parent groups to work full time. As previous chapters have discussed, many lone parents who

were interested in working were hesitant to take on full-time employment because of their family
responsibilities, especially if they had younger children, despite ERA’s incentives for full-time work.

In contrast, if ND25+ participants did work, they were highly likely to work full time. Indeed, earlier
survey data show that about 71 per cent of ND25+ individuals in ERA who were working at the time
of the year 2 survey were employed at least 30 hours per week,'®* whereas this was true for only 46
per cent of ERA participants in the NDLP group and 44 per cent of those in the WTC group.'®> Because
most ND25+ participants were men without custodial responsibility for children, childcare problems
were not an important deterrent to full-time work.1¢

163 This estimate is derived by dividing £2,758 in earnings by the .339 employment rate for that
tax year (Table 6.1).

14 Table 4.4 in Miller et al., 2008.

165 Table 5.2 in Riccio et al., 2008.

%6 In a forthcoming report on the impact of ERA on workers’ outcomes, Sianesi notes that only

four per cent of the ND25+ worker sample reported a childcare problem, compared with 51 per
cent for the NDLP and WTC groups.
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Figure 6.2 ERA group and control group employment rate trends over the first
five years after random assignment, ND25+ target group
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SOURCE:MDRC calculations from Work and Pensions Longitudinal Study employment records.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and
the control group.

A white diamond on the axis indicates that the impact is statistically significant at the
10 per cent level. A black diamond on the axis indicates that the impact is statistically
significant at the 5 per cent or 1 per cent level.

These figures include some months before the time of random assignment. Months
before random assignment are indicated with a negative sign.
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6.2.2 ERA’s impact on earnings

Earnings impacts are available for the four tax years 2005-2006 through 2008-2009 (Table 6.1). Over
those years, ERA participants earned a total of £14,162 on average (an estimate that includes zero
earnings for participants who did not work).*¢” This reflects an increase of £1,481 over the £12,681
earned by the controls (or a gain of 12 per cent).

Following the pattern exhibited by the employment impacts, the earnings impacts increase and
then decrease over time, but they are statistically significant in each year. The largest increase
occurs from the 2006-2007 tax year to the 2007-2008 tax year, when the impact jumps by £122,
from £342 to £464. The earnings impacts are substantial in percentage terms and larger than the
employment impacts, ranging from 11 per cent in tax year 2005-2006 to 14 per cent in tax year
2007-2008. This suggests the possibility that ERA also increased hours worked, hourly wage rates, or
both.

The sustained employment and earnings impacts of ERA for the ND25+ group, although modest in
an absolute sense, are quite impressive in light of the fact that this long-term unemployed group
was so severely disadvantaged upon entering the programme and is widely understood to be a
difficult-to-help population.

6.2.3 ERA’s impacts on benefits receipt

ERA’s positive labour market effects also generated some reductions in reliance on welfare benefits.
As Table 6.2 shows, in year 1, when ERA participants and the control group were receiving pre-
employment New Deal services, ERA had essentially no impact on the number of months that
participants received Jobseeker’s Allowance. However, it produced statistically significant reductions
in receipt of Jobseeker’s Allowance during years 2 through 5, although the reductions decreased

in magnitude over time from about .5 months in year 2 to about .3 months in year 5. Over all five
years, ERA reduced the number of months on Jobseeker’s Allowance by a statistically significant 1.5
months (or about six per cent relative to the control group average).

Table 6.2 also shows that ERA reduced Jobseeker’s Allowance payment amounts for the programme
group in each year. After year 1, all annual reductions are statistically significant. Over all five years,
ERA reduced Jobseeker’s Allowance payments by a total of £426 per participant (a drop of six per
cent relative to the control group average).

Figure 6.3 shows the proportion of control group members receiving Jobseeker’s Allowance each
month. That rate declined quickly in the first year after random assignment and then continued to
decline, although more slowly, over the next four years. Only 31 per cent of controls were receiving
that benefit by the end of the follow-up period.

167 To calculate impacts properly, the analysis must include all ERA participants and all control
group participants.
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Table 6.2 Effects of ERA on benefits receipt within five years after random
assignment, ND25+ target group

ERA Control Difference
Outcome group group (impact) P-value
Average number of months receiving JSA in
Year 1 7.8 8.0 -0.1 0.230
Year 2 5.4 5.8 -0.5 *** 0.000
Year 3 4.6 5.0 -0.4 *** 0.001
Year 4 3.7 4.0 -0.2 * 0.050
Year 5 3.4 3.7 -0.3 ** 0.027
Years 1-5 249 26.4 -1.5 w* 0.001
Receiving JSA in month 24 (%) 42.2 45.5 -3.3 0.005
Receiving JSA in month 36 (%) 34.1 36.1 -2.0 * 0.082
Receiving JSA in month 48 (%) 29.0 31.9 -2.9 0.008
Receiving JSA in month 60 (%) 283 30.7 -2.4 0.025
Average JSA payment received in (£)
Year 1 2,359 2,406 -48 0.221
Year 2 1,457 1,581 -124 0.002
Year 3 1,244 1,358 -115 *** 0.002
Year 4 1,038 1,099 -61 * 0.086
Year 5 970 1,048 -78 ** 0.026
Years 1-2 3,816 3,987 -171 ** 0.015
Years 1-3 5,060 5,346 -286 *** 0.004
Years 1-4 6,098 6,445 =347 *** 0.005
Years 1-5 7,067 7,493 -426 *** 0.003
Number of months received IS in years 1-5 7.5 7.5 0.1 0.835
Average total IS received in years 1-5 (£) 2,289 2,287 2 0.988
Number of months received IB in years 1-5 8.3 8.3 0.0 0.953
Ever received IB in years 1-2 (%) 225 24.1 -1.6 0.125
Ever received IB in years 1-3 (%) 28.1 30.2 2.1 % 0.058
Ever received IB in years 1-4 (%) 325 34.0 -1.5 0.175
Ever received IB in years 1-5 (%) 33.8 35.6 -1.8 0.118
Sample size = 6,782 3,424 3,358

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment records.

NOTES: Estimates were regression-adjusted using ordinary least squares, controlling for pre-random assignment characteristics of
sample members.

Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and the control group.
Statistical significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.
Includes all customers randomly assigned between October 2003 and April 2005.

JSA = Jobseeker’s Allowance; IS = Income Support; IB = Incapacity Benefit.



Impacts of ERA on labour market and other outcomes for long-term unemployed 177

(New Deal 25 Plus) participants

"spJ02aJ 1digdal J1auaq Apnis 1puIpNIBbuoT SUOISUSd PUD YJOAA U0} SUOIIDINDIDD JYAW :3DHYNOS

HCOECO_mmO wiopupJ 19140 SYJUOW

09 LS €S 6% Gy 1y LE (3 6¢ G¢ 1¢ LT el 6 S 1

0¢
L0¢E

0

0§

(%)

09

0L

08

06

%9'86 SOM G-T SiDaA urawiy Aup m.omv
1D YSI paAiadal Jans sbpiusdiaday] 1 001

dnoub 306403 +GZaN
Quawubissp wopuDpa 191D SIDIA AL 1S41) DY) 49A0 S1DJ 3dI9I34 92UDMO)Y S )@9sqof dnoab jos3uo) €°9 ainbi4




178 Impacts of ERA on labour market and other outcomes for long-term unemployed
(New Deal 25 Plus) participants

Figure 6.4 illustrates the time trends in ERA’s impact on receipt of Jobseeker’s Allowance. It shows
that the programme group largely followed the same pattern of declining receipt rates over time,
but there was a somewhat larger decline after the first year. All of the impacts from month 11 to
month 36 are statistically significant, and all but one of the impacts from month 43 to month 60
are statistically significant. In month 60, the last month of follow-up, the impact is -2.4 percentage
points, suggesting the possibility that ERA’s impacts on benefits receipt for the ND25+ target group
persisted beyond the period of the evaluation.

Figure 6.4 ERA group and control group Jobseeker’s Allowance receipt rate
trends over the first five years after random assignment, ND25+
target group
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SOURCE:MDRC calculations from Work and Pensions Longitudinal Study benefit receipt records.
NOTES: Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the ERA group and
the control group.

A white diamond on the axis indicates that the impact is statistically significant at the
10 per cent level. A black diamond on the axis indicates that the impact is statistically
significant at the 5 per cent or 1 per cent level.
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Table 6.2 shows that ERA had no statistically significant impacts on the number of months ND25+
participants received Income Support or on the amount of Income Support they received. (On
average, both groups received this benefit only for about 7.5 months out of 60 months.) Receipt

of Incapacity Benefit grew substantially over time for both groups, with over a third receiving that
benefit sometime during the five-year follow-up period. However, ERA reduced the use of Incapacity
Benefit by a statistically significant 2.1 percentage points (or about seven per cent relative to the
control group rate) during the first three follow-up years.

6.3 ERA’s impacts for the ND25+ target group by district

Table 6.3 summarises the district-level impacts of ERA. Comparing districts can show whether ERA’s
effects were similar regardless of differences in the people served, local conditions, and programme
strategies, or whether they varied. The table presents estimates for two summary measures:
average number of months over the full five-year follow-up period and average total earnings

over the four available tax years (2005-2009). (See Appendix B for more detailed findings for each
district.)
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6.3.1 District-level impacts on number of months employed

ERA’s effect on the duration of employment varied considerably across districts. It had a positive
and statistically significant impact on this measure in the East Midlands and Scotland, but its
effects in the other districts are not statistically significant. The impacts in the East Midlands and
(especially) Scotland are sizeable. In the East Midlands, ERA increased participants’ employment by
1.8 months (or about 12 per cent relative to the control group average), and in Scotland it increased
employment by 3.7 months (or about 32 per cent). The impacts are positive but smaller and not
generally statistically significant in North West England and London; they are negative but not
statistically significant in Wales and North East England.

Overall, the cross-district variation in impacts on the number of months employed over the five-year
follow-up period is statistically significant. This variation undoubtedly arises because of the large and
statistically significant positive impacts in Scotland (and to some extent the statistically significant
positive impacts in the East Midlands) and the negative, though not statistically significant, impacts
in Wales.

The year-by-year district impacts (see Appendix Tables B.10 to B.15) indicate that over the five

years of follow-up, ERA’s impact in Scotland on the number of months employed is statistically
significant in each year and grows steadily from years 1 to 5. No systematic pattern exists over time
for the impact on the number of months employed in the East Midlands. In North West England, the
impacts on the number of months employed are relatively constant over time, but are statistically
significant only in year 2.168

In Wales, ERA’s impacts on months employed are negative, although not statistically significant.
However, as Table B.15 shows, ERA’s impact on the likelihood of working during the first follow-

up year was -6.7 percentage points and very close to statistical significance (p-value =-.102).

The negative employment impacts in Wales appear to stem, in part, from early staff shortages in
delivering ERA’s pre-employment New Deal services. This meant that the control group was likely to
receive more intensive pre-employment assistance through the regular New Deal programme, which
was better staffed and could thus provide controls with more assistance in finding work than the
New Deal component of ERA. Consequently, the control group had higher rates of job entry than the
ERA group.!®?

The Wales results highlight the importance of not losing sight of the pre-employment component,
even with a programme that is largely directed towards post-employment services. This is
particularly relevant for the ND25+ sample, for whom retention and advancement depend on
receiving adequate support to find employment in the first place. At the same time, there is little
evidence to suggest that the negative results in Wales reflect negative consequences of ERA’s post-
employment component. 170

1% The impacts on ever being employed are generally similar to the impacts on the number of
months employed.

19 As documented in Miller et al., 2008, during the first year of implementation, there were only
two peripatetic advisers available for members of the ND25+ programme group in Wales.
And in March 2007, there was only one adviser peripatetically serving all 132 working ERA
customers.

170 Theoretically, ERA could have produced such a result, for example, if it had substantially
increased the programme group’s participation in training courses in lieu of employment
(relative to the control group), but without that training leading to offsetting labour market
gains in the longer term.
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6.3.2 District-level impacts on earnings

Earnings impacts were estimated in each district for the four available tax years (2005-2009). As
can be seen in Table 6.3, ERA’s earnings impacts are generally consistent with its impacts on the
number of months employed. It had large positive and statistically significant impacts in the East
Midlands and Scotland, while the effects are not statistically significant in the other four districts. In
the East Midlands, ERA increased participants’ earnings by £2,846 (or about 23 per cent above the
control group average), and in Scotland by £4,247 (or about 34 per cent). The percentage impact
on earnings in the East Midlands is almost double the percentage impact on number of months
employed, suggesting the possibility that hourly wage rates and/or hours of work also increased
for participants in that district. In Scotland, the impacts on the number of months employed and
earnings are more similar to each other, suggesting that ERA probably produced no statistically
significant increases in hours of work or the hourly wage rate for participants in that district.

Over time, ERA’s earnings impacts in Scotland are statistically significant in each year and exhibit

a strong upward trend, mirroring the impacts over time on the number of months employed (see
Table B.10). The earnings impact more than doubles from the 2005-2006 tax year to the 2008-2009
tax year. In percentage terms, Scotland’s earnings impact is quite large, reaching almost 50 per cent
in tax year 2008-2009. The earnings impacts are statistically significant in the first three tax years

in the East Midlands, but there is no pattern of growth over time. The effect declines and becomes
statistically insignificant in the last tax year (2008-2009), although it is still positive.

Overall, the cross-district variation in ERA’s four-year earnings effects is statistically significant.
As is true for employment, this was undoubtedly driven mostly by the large impacts in the East
Midlands and Scotland and the negative (although not statistically significant) impacts in Wales.
The estimated impacts in all of the remaining districts are positive but small and not statistically
significant.

The negative earnings impact in Wales is most likely attributable to the previously mentioned fact
that, early in the demonstration, the regular New Deal programme was better staffed than the pre-
employment New Deal component that served ERA participants. This unintended staffing differential
may have resulted in less-intensive and lower-quality pre-employment services for the ERA group
and may explain why ERA participants had worse employment outcomes than the control group. It
may also explain why the ERA’s group’s average earnings were also lower, especially earlier in the
follow-up period. (The earnings loss for the ERA group of £886 in the 2005-2006 tax year, or 28 per
cent of the control group average, is statistically significant.)

Because the negative effects in Wales are most likely due to an unintended pre-employment service
differential between the programme and control groups, it is instructive to consider what ERA’s
overall impacts for the ND25+ target group would be if Wales were excluded from the calculation.
When that is done, ERA’s impact on earnings is about 19 per cent higher: £1,767 when Wales is
excluded versus £1,481 when Wales is included. Thus, it seems reasonable to conclude that the
impacts of ERA would have been modestly more positive for ND25+ customers if Wales had been
excluded from the demonstration. Nonetheless, as previously mentioned, the negative effects

in Wales are an important reminder about the importance of the pre-employment phase of a
programme focused on retention and advancement.



Impacts of ERA on labour market and other outcomes for long-term unemployed 183
(New Deal 25 Plus) participants

Sufficient data were not available to conduct a thorough assessment of why the impacts on
earnings varied across the other five districts. However, the implementation strand of the evaluation
did not detect any dramatic or obvious differences in the quality of delivery of ERA services across
those districts that would explain why, for example, Scotland and the East Midlands had much
larger effects than the other districts.

6.4 ND25+ impacts by subgroup

Tables 6.4 and 6.5 indicate that, although some subgroups exhibited larger impacts than others,
these differences in impacts are not statistically significant from each other. Thus, it appears unlikely
that ERA had stronger or weaker effects on participants depending on their race/ethnicity, age of
youngest child, number of months worked in the three years before random assignment, housing
status, qualifications, random assignment cohort, number of barriers to employment, or whether
the participant was ‘severely disadvantaged’ at the time of random assignment.’’* Instead, it
appears that the impacts of ERA for the ND25+ group were broadly based, positively affecting many
different types of ERA participants.

71 Though not significantly different, Table 6.4 reveals that the employment and earnings
impacts for severely disadvantaged ERA participants (about 20 per cent of the sample)
were larger than the impacts for those not severely disadvantaged, suggesting that part
of ERA’s impacts for the ND25+ group occurred among the severely disadvantaged group.
Additionally, social housing residents experienced statistically significant increases in months
of employment and earnings compared with private or family residents. But neither of these
subgroup differences is statistically significant.
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6.5 ND25+ attitudes to advancement

The 60-month survey was not administered to the ND25+ group, but the qualitative data provide
some insights into their attitudes about advancement. It should be recalled that a smaller
percentage of ND25+ participants than lone parent participants ever entered employment during
the five-year follow-up period and became eligible for in-work support.

In-depth qualitative interviews with participants and ERA advisers reveal the myriad of ways

that working ND25+ participants defined advancement. Some of them were positive about work
progression, with a clear idea of what they wanted to achieve in the ERA programme, and many in
this group were able to use ERA support to effectively meet their goals. For example, in a qualitative
interview conducted in 2009, one former ND25+ programme group participant reflected positively
about the financial and advisory support he had received through ERA:

‘...whenever we met we would go through the training courses I could go on, we discussed
how my current job was going, she’d give me any advice on how to progress. So it was a two-
way conversation. I'd given her an idea of what I was interested...so, you know, it’s okay I'd
been out of work two and a half years and it just gave me a reminder of how to progress within
companies.’

(Former participant, ND25+ programme group)

However, the qualitative research also identified other ND25+ participants in ERA who were happy
with just having a ‘steady job’ and indifferent to advancing any further. These included individuals
with complex barriers to work, such as older participants, many of whom had worked all their lives
in a particular industry and were not interested in learning new skills, as well as some younger,
less-experienced participants who simply wanted to work. It is not surprising that these ND25+
participants, who had unstable, intermittent work histories and whose work journeys were often
interrupted, defined advancement in terms of job security and steady employment. Other (non-ERA)
evidence supports this finding, showing that some longer-term unemployed individuals are resistant
to the idea of progression in work due to fatalism about future prospects, low confidence, and trade-
offs with other aspirations or motivations.'’? For this particular working group of ND25+ participants,
employment retention itself was an important achievement.

The challenges ERA advisers faced in engaging working ND25+ participants were reflected in the
survey data. For example, a quarter of ERA participants had no contact with Jobcentre Plus staff
while in work, and only a third had been contacted proactively by their advisers. Statistics on the use
of ERA training incentives also point to low receipt rates. As discussed in Chapter 3, ERA advisers also
identified a culture of self-reliance among ND25+ participants that may have made some reluctant
to accept ERA help. Additionally, some longer-term unemployed people wished to disassociate
themselves from Jobcentre Plus once they left benefits for employment. This may partly explain the
lower rates of ERA engagement for ND25+ workers relative to lone parent participants.

Over time, ERA advisers developed more nuanced approaches to engaging working participants who
saw ‘progression’ in such different ways. On the other hand, advisers perceived that advancing in
work was not important or relevant to some people and therefore did not ‘push’ this goal. A case in
point is reflected in this adviser’s account of a conversation with a working ND25+ participant:

172 See Ray et al., 2010.
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‘He comes in and sees me every time his work retention bonus is due, and I talk to him about,
‘How’s things in the job? You doing any more hours?’ ‘No, everything’s just the same.” ‘Would you
not like to do some training? Would you not like to change your job to do something different?’
No, he’s quite happy...but he’s been unemployed for a long, long time, and I think even for him
to have a job is an achievement in itself, and he’s quite happy with that.’

(Advancement Support Adviser)

In sum, compared with the other programme groups, ND25+ participants faced greater barriers

in achieving advancement as envisioned by the ERA programme and were more focused on job
retention. But a subset of ND25+ workers, who were more established in their work, embraced the
programme’s advancement ethos and experienced fewer barriers to work progression.

6.6 Conclusions

This chapter has shown that ERA produced sustained improvements in employment and earnings,
and reductions in reliance on welfare benefits for the ND25+ target group. These are impressive
findings in light of the widespread view that this group of long-term unemployed people, most of
whom are men,'”® generally has a very difficult time in the labour market and is a harder group
for welfare-to-work programmes to help. Indeed, they were more difficult than lone parents for
ERA advisers to engage in post-employment assistance, with many of them resisting continued
involvement with Jobcentre Plus after entering work.

Not surprisingly, in the absence of ERA, the ND25+ control group had worse labour market outcomes
and relied more on government transfer benefits than did either of the lone parent target groups.
Yet, ERA’s impacts for the ND25+ group were stronger. Why this is the case is uncertain, but it

may have to do with differences across the groups in the attitudes and expectations about work
that participants brought with them when they entered the programme, and how ERA’s offer of
incentives for full-time work and post-employment support may have influenced those attitudes
and expectations. Chapter 8 takes a closer look at this issue.

173 An analysis of economic impacts by subgroup confirmed that the positive results for the
ND25+ group were not driven by the relatively few women in this target group.
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7

The economic costs and
benefits of ERA

Box 7.1 Chapter 7 at a glance

+ The cost-benefit results vary considerably among the three Employment Retention and
Advancement (ERA) target groups. The best results were achieved for the New Deal 25 Plus
(ND25+) target group.

+ Findings for the ND25+ group:

ERA moderately increased the disposable incomes of ND25+ participants and also
markedly improved the Government’s budgetary position. As a consequence, ERA
appears to have had a positive and sizeable effect on society as a whole (that is, on ERA
participants plus the taxpayers who support the Government).

These conclusions appear highly robust to the assumptions that underlie them.

+ Findings for the New Deal for Lone Parents (NDLP) group:

ERA appears to have resulted in negligible effects on the disposable incomes of NDLP
participants and had a small negative effect on the budgetary position of the Exchequer
and on society as a whole.

A separate cost-benefit analysis for the NDLP subgroup with Advanced-level (A-level)
qualifications suggests that ERA for this subgroup increased the disposable incomes of
those participants and improved the Government’s budgetary position. However, the
opposite effects are likely to have occurred as a result of ERA for NDLP participants with
lower or no qualifications.

+ Findings for the Working Tax Credit (WTC) group:

The cost to the Government of operating ERA for the WTC group was over twice as much
for each participant as that of providing ERA to the two New Deal groups.

ERA may have very modestly increased the disposable incomes of WTC participants.

Because ERA for the WTC target group was costly to operate, it seems to have noticeably
worsened the Exchequer’s budgetary position and, as a consequence, resulted in an
overall loss from the societal perspective.

The latter two conclusions appear quite robust to various sensitivity tests.
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7.1 Introduction

Chapters 4, 5, and 6 examined some of the benefits of ERA - for example, whether the programme
increased earnings and whether it reduced payments of Income Support and Jobseeker’s Allowance.
It is natural to ask next, as is done in this chapter, whether these economic benefits exceeded the
costs of operating the programme. Who paid the costs of ERA and who received the benefits? The
approach used to answer these questions is cost-benefit analysis, which uses a variety of techniques
to determine whether the benefits or the costs of ERA are larger.

This chapter presents findings from separate cost-benefit analyses for ERA’s three target groups: the
NDLP group, ND25+ group, and the WTC group. To conduct these cost-benefit analyses, it was first
necessary to determine the programme’s costs. A study of ERA’s costs was previously conducted.
Although the findings of that study are presented in detail elsewhere,'’* this chapter briefly
summarises them before presenting the full cost-benefit analyses.

7.2 The ERA cost analysis

The objective of the ERA cost analysis is to determine the costs resulting from the programme, in
particular, Jobcentre Plus’s expenditures on providing services and making incentive payments to
ERA participants during their 33 months of eligibility for ERA. In addition to being used in the cost-
benefit analyses of ERA, the cost information also provides important insights into how greater
programme efficiency and enhanced cost-effectiveness can be achieved if expenditures on some
features of ERA or among one or more of the target groups appear unreasonably high. It may also
be of value for budgeting purposes when planning for implementation of similar programmes.

7.2.1 The elements of ERA costs

The elements of ERA costs are described in Figure 7.1. A distinction is made in this figure between
gross and net costs. Gross costs are the total outlays incurred in operating ERA. Net costs are those
that remain after deducting for expenditures that would have been made even in the absence of
ERA - i.e., the Government’s costs of serving controls in alternative programmes. Members of the
control group were eligible for alternative services that were normally available apart from ERA, such
as the regular New Deal programmes for the NDLP and ND25+ target groups. Thus, ERA’s net costs,
the incremental costs that resulted from implementing the demonstration, are costs that are over
and above those of existing provisions for the control group.

Figure 7.1 has three panels. The first, and by far the most important, pertains to expenditures

by Jobcentre Plus. Two major kinds of costs are borne by Jobcentre Plus: staff costs in serving
participants and various types of payments to participants. In addition, costs were incurred outside
the demonstration districts in centrally administrating ERA, but these were minor. Staff costs can be
further divided between those occurring before participants find jobs (pre-employment costs) and
those resulting after they are employed (post-employment costs). The second panel in Figure 7.1
refers to Government expenditures on training that were not directly paid for by ERA but indirectly
resulted from the programme because ERA participants were induced to enrol in more Government-
funded training than controls. The third panel refers to out-of-pocket costs that individuals in

the programme and control groups pay. The remainder of this section will focus on the costs
represented in the first panel of Figure 7.1 - that is, costs resulting directly from the provisions of ERA
and paid for by Jobcentre Plus. Non-ERA Government expenditures on training and the out-of-pocket
costs of individuals (i.e., the costs represented in the second and third panels, respectively) are not

174 Greenberg et al., 2009.
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further discussed in this section, but are instead covered later in the chapter in discussing the cost-
benefit analysis.

As shown below, pre-employment costs apply only to the NDLP and ND25+ target groups and, on
average, were very similar for ERA participants and controls, because those groups received fairly
similar pre-employment services. Thus, although ERA generated gross pre-employment staff costs
(box 1 in Figure 7.1), the net pre-employment staff costs are approximately equal to zero (i.e.,

net pre-employment staff costs = box 1 - box 2 = 0). Once ERA participants found employment,
however, they were actively encouraged to continue to have contact with their ERA advisers

(also known as Advancement Support Advisers). Some control group members also had post-
employment contact with Jobcentre Plus Personal Advisers, but this was much rarer and those
contacts were less intensive. Thus, post-employment gross staff costs for the control group were
quite small relative to those for the programme group. As a result, post-employment programme
net staff costs for the programme group are smaller than their post-employment gross staff costs
(i.e., gross cost = box 3 > net post-employment staff costs = box 3 - box 4, where box 3 > box 4), but
not much smaller.

As can be seen in box 5 of Figure 7.1, ERA participants were eligible for five different types of
payments, whereas, as shown in box 6, control group members were eligible for only one of these
(from the Adviser Discretion Fund) at the time ERA was operating (September 2003 to October
2007). Thus, in the case of four of these payment types - the employment retention bonus, the
training bonus, the Emergency Discretion Fund, and tuition fees - the gross and net payment
amounts are equal. They will not be equal in the case of Adviser Discretion Fund payments, however,
as programme and control group members were both eligible for them.
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Figure 7.1 Major elements of gross and net ERA operating costs
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7.2.2 Data and methods
In estimating the cost of ERA, data from a variety of sources were used, including:

+ data from administrative records on individuals’ employment status and payments to
participants,

+ customer survey data on the use of non-reimbursed services and contacts with Jobcentre Plus
advisers,

+ time diaries kept by ERA advisers over a one- or two-week period, in which advisers recorded when
each participant contact and each administrative activity began and ended,

« staffing form data on the number of staff involved in serving the ERA target groups, and

« salary tables listing the annual salaries of Jobcentre Plus staff by grade.

The methods used to estimate the individual cost items appearing in Figure 7.1 are detailed in the
cost study report.'”® Thus, only a brief overview is provided here.

+ ERA provided job-related assistance both before participants found jobs and afterwards. Thus,
a key component of the cost analysis involves determining the cost of the ERA advisers who
provided these services. The salary cost of those staff was estimated using the advisers’ time
diaries and staffing form data. These were also used to determine the salary cost of the ERA
advisers’ supervisors and the clerical personnel who assisted the advisers.

+ The estimates of staff salary cost were then used to compute overhead costs (i.e., outlays
for facilities and equipment needed to support the ERA staff). Separate overhead rates were
computed for each of the six districts participating in the demonstration, and within each district,
overhead rates were computed separately for ERA advisers, supervisors, and clerical workers.
Overhead costs were then computed by multiplying these rates by the salary costs of ERA
advisers, supervisors, and clerical workers in each of the demonstration districts.

+ The estimation of the staff cost of serving the ERA programme group was calculated by summing
the estimates of Advancement Support Adviser, supervisor, and clerical worker salary and
overhead costs.

« Similar steps were followed in estimating the staff cost of serving the ERA control group, including
the cost of Personal Advisers for controls.

+ Department for Work and Pensions (DWP) provided data allowing direct measurement of
payments to participants.

In estimating the costs of ERA to Jobcentre Plus, an attempt was made to determine what it cost

to provide 33 months of services and financial incentives to a typical participant in each of the three
target groups once ERA was running smoothly and had reached a steady state of operation. The cost
estimates are pooled over the six demonstration districts and represent an average ERA participant
from each of the three target groups. Hence, the cost estimates provide an approximation of what
each-participant programme costs would be if ERA were a regular, continuing programme in the six
demonstration districts. Moreover, because programme benefits - for example, impacts on earnings
and benefits payments - are also measured on an each-participant basis, costs and benefits can be
readily compared.’®

175 Greenberg et al., 2009.

176 Ttis also assumed that extra costs incurred during a programme’s ‘start-up’ phase do not
directly contribute to a programme’s impacts, and, therefore, the cost-benefit analysis focuses
on estimates of steady-state costs.
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For the two New Deal target groups, separate estimates were made for costs incurred during

the pre-employment phase (before programme participants first became employed) and the
post-employment phase, as well as total costs over the entire 33 months of ERA eligibility. The
distinction between the pre- and post-employment phases is important, because the key difference
between ERA and the programmes that existed in the UK before ERA was implemented is that ERA
emphasised a commitment to offering job coaching and financial incentives to participants after
they found jobs, even if they later lost their jobs. Because ERA participants in the WTC group were
already employed at the time they were randomly assigned, they incurred only post-employment
costs; there were no pre-employment costs for them.

The cost for each sample member for each activity or service is determined by three factors:

the unit cost, which is the cost of serving one person in an activity for a specific unit of time (for
example, one month); the amount of service received, measured in the same units as the unit

cost (for example, the average number of months those participating in an activity spend); and the
participation rate for each activity. Multiplying these three variables yields the cost incurred for each
sample member for the specified activity or service. Information at this level of detail may be useful
for budgeting purposes to administrators planning to operate similar programmes.

7.2.3 The cost findings'”’

Table 7.1 presents estimates of gross costs incurred by Jobcentre Plus for both the ERA programme
group and the control group for each of the demonstration’s three target groups. In the case of the
two New Deal control groups, these are the costs of operating the regular NDLP and ND25+ welfare-
to-work programmes. Net costs for the three ERA programme groups also appear in Table 7.1. As
previously discussed, these net costs are the costs to Jobcentre Plus that directly result from the
provision of ERA; non-ERA training costs and participants’ out-of-pocket costs are not included in the
estimates appearing in the table, but they are presented later with the cost-benefit findings. The key
implications of Table 7.1, as well as some findings from the cost analysis that are not reported in the
table, appear below.

 For ERA participants in the NDLP and ND25+ target groups, gross costs during the post-
employment period are much larger than gross costs during the pre-employment period. For the
control groups, the opposite is true.

Over 70 per cent of the gross costs attributable to the two New Deal programme groups were
incurred during the post-employment phase. The key reason for this is that these groups could
receive financial incentive payments once they went to work but not before. In contrast, about 70
per cent of the gross cost of the NDLP control group and nearly 80 per cent of the total gross cost

of the ND25+ control group occurred during the pre-employment phase. This is because controls
were not eligible for ERA financial incentive payments and because they had relatively little contact
with Jobcentre Plus after they began working. Almost all members of both the WTC programme
group and the WTC control group were working at the time they were randomly assigned. Thus, they
incurred negligible costs during the pre-employment period.

177 Since Greenberg et al., 2009, was published, the cost estimates have been updated with newly
available survey and administrative data. In addition, in the earlier publication each of the
six demonstration districts was given equal weight in computing costs for the two New Deal
target groups, while in this chapter each ERA participant is given equal weight in computing
costs. Thus, the estimates that appear in this chapter differ sommewhat from those in the earlier
report, but the general pattern of findings is the same.
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Table 7.1 Total net and gross costs to Jobcentre Plus of operating ERA

for each customer, by target group (in 2005-2006 pounds)

Target group
and cost component

Gross cost per ERA  Gross cost per control

group member (£)

group member (£)

Net cost per ERA
group member (£)

NDLP

Pre-employment

Staff costs 497 497 0
Payments to customers 54 47 7
Central administrative costs NA® NAe 0
Subtotal 552 544 7
Post-employment
Staff costs 699 223 476
Special training for replacement
Advancement Support Advisers NA® NAe 2
Payments to customers 728 0 728
Central administrative costs NA® NAe 22
Subtotal 1,427 223 1,229
Total 1,979 768 1,236
ND25+
Pre-employment
Staff costs 468 468 0
Payments to customers 22 21 1
Central administrative costs NA® NA® 0
Subtotal 490 489 1
Post-employment
Staff costs 713 127 586
Special training for replacement
Advancement Support Advisers NA® NAe 1
Payments to customers 658 0 658
Central administrative costs NA® NAe 15
Subtotal 1,370 127 1,260
Total 1,860 616 1,261
WIC
Pre-employment
Staff costs 0 0 0
Payments to customers 0 0 0
Central administrative costs 0 0 0
Subtotal 0 0 0
Post-employment
Staff costs 1,467 52 1,415
Special training for replacement
Advancement Support Advisers NA® NAe 4
Payments to customers 1,172 4 1,168
Central administrative costs NA® NA® 38
Subtotal 2,640 56 2,625
Total 2,640 56 2,625

(continued)



The economic costs and benefits of ERA 197

Table 7.1 Continued

SOURCES:  MDRC calculations from Advancement Support Adviser time diaries, ERA 12-, 24-, and 60-month customer surveys, Work and
Pensions Longitudinal Survey employment records, DWP financial incentives data, and DWP fiscal data.

NOTES: Rounding may cause slight discrepancies in calculating sums and differences.
NA = Not available.

°Gross cost estimates are not available. As a result, the total net cost estimates reflect the difference between gross costs for
the ERA and control groups, plus the net costs for special training for replacement Advancement Support Advisers and net
costs for central administration.

 The total net costs of ERA, virtually all of which accrued during the post-employment phase (see
below), are £1,236, £1,261, and £2,625, respectively, for a typical participant in the NDLP, ND25+,
and WTC target groups.

As previously discussed, these estimates pertain to the full 33-month ERA eligibility period and
are the additional costs that resulted from implementing ERA. If net costs are annualised by first
dividing by 33 and then multiplying by 12, they fall to £449, £459, and £955, respectively.

« Depending on the target group, most of the total net costs of ERA are attributable to the
salary and overhead expenditures of employing ERA’s Advancement Support Advisers and the
employment incentive payments. The net costs of employing ERA’s advisers range from 31
per cent to 43 per cent of the total net cost, and employment retention incentive payments
represent from 27 per cent to 41 per cent of total net costs. In addition, the two lone parent
target groups took advantage of provisions in ERA that were intended to encourage participation
in training; training incentive payments and reimbursement for tuition payments accounted for
about 15 per cent of the total net costs of each group.

Viewed in somewhat greater detail, the net cost of employing ERA advisers accounts for over
four-fifths of net staff costs for each of the three target groups (the remaining net staff costs are
attributable to employing supervisors and clerical workers who work with the advisers), and over
three-fifths of the payments made to participants in each programmme group are accounted for by
employment retention incentive payments.

+ Net pre-employment staff costs are approximately equal to zero.

For NDLP and ND25+ ERA participants, ERA began with job placement and other pre-employment
assistance, largely following the same procedures as the regular New Deal programmes. That is, as
discussed in Chapter 3, before they obtained jobs, members of the New Deal ERA programme and
control groups were treated virtually identically. Consequently, gross pre-employment staff costs
were very similar for programme and control group members, on average, and net pre-employment
costs for ERA participants in the NDLP and ND25+ target groups were close to zero. Because the WTC
programme group was in the post-employment phase during the entire 33-month ERA eligibility
period, their net pre-employment staff costs were also zero.

+ Net post-employment staff costs ranged from £476 to £1,415 for each ERA group member,
depending on the target group.

Once they obtained employment, programme group members were actively encouraged to
continue to have contact with their ERA advisers. Some control group members also had contact
with Jobcentre Plus Personal Advisers, but this was much rarer and the contacts were less intensive.
More specifically, contact minutes (i.e., the product of the number of contacts with Jobcentre Plus
staff and the length in minutes of a typical contact) while working were less than 25 per cent as high
for the two New Deal control groups and less than five per cent as high for the WTC control group as
for the corresponding programme groups.
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+ Net post-employment payments to ERA participants ranged from £658 to £1,168 per participant.

As previously mentioned, four types of payments (employment incentives, training incentives,
reimbursement for tuition, and Emergency Discretion Fund dispersals) were available only during the
post-employment phase and available only to ERA participants.

+ During the post-employment phase, ERA’s net costs for the WTC target group were over twice the
size of net costs for ERA participants in the two New Deal groups.

Net staff costs for ERA participants in the WTC target group were markedly greater during the post-
employment phase than they were for either the NDLP or the ND25+ groups (£1,415 versus £476
and £586). ERA participants in the WTC group also received considerably larger payments (£1,168
versus £728 and £658), reflecting the fact that they were employed when they entered the study
and were in the post-employment phase during the entire follow-up period. In addition, costs for
WTC control group members were low because they had very little contact with Jobcentre Plus.
Thus, net ERA costs for the WTC group were over twice as large as those for the two New Deal
groups. As will be seen in Section 7.5.3, this has important implications for the cost-benefit findings.

7.3 Overview of the cost-benefit analysis

Table 7.2 indicates the expected direction of the effects of ERA’s costs and benefits if the
programme had its intended effects. The costs and benefits that are expected to be of special
importance are highlighted in bold. The table is limited to only financial benefits and costs - that is,
to only those that change the income received by ERA participants or the Exchequer’s budgetary
position and, hence, can be readily measured in pounds. Non-financial benefits and costs (for
example, possible programme effects on health status or the quality of life) will be discussed later in
this chapter.

The first three columns in Table 7.2 (the fourth column is discussed below) show benefits and costs
from three different perspectives: that of participants who enrolled in ERA, that of the Exchequer,
and that of society as a whole. For purposes of the table, participants and the Exchequer (i.e., the
Government or taxpayers) make up the whole of society. Thus, benefits for participants that are
offset by costs to the Exchequer (e.g., ERA retention bonuses), or costs to participants that are
offset by benefits to the Government (e.g., reductions in Housing Benefit), have a zero effect on
society as a whole. Plus signs in Table 7.2 indicate anticipated sources of economic gains from each
perspective, and minus signs indicate anticipated sources of losses from each perspective, if ERA
has its intended effects. In reporting findings from the cost-benefit analyses later in the chapter, the
pluses and minuses will be replaced by values that are estimated in pounds.

Total net benefits (or losses), for which space is allotted in the bottom row of each column, are
computed as the algebraic sum of the individual benefit and cost pound amounts in that column.
These ‘bottom-line’ estimates, which can be either positive or negative, are intended to indicate
whether ERA is cost-beneficial from each perspective, at least in terms of those gains and losses
that can be readily valued in pounds.
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Table 7.2  Benefits and costs of the ERA programme that are valued in pounds

Customers Exchequer Society  Source of estimate
Earnings and benefits
Earnings + 0 + Work and Pensions Longitudinal Study
Employer National Insurance + 0 + Based on National Insurance tax rate
contributions for employers
Employer pension contributions + 0 + Customer survey; employer pension

survey by Mercer Ltd

Taxes
Income taxes - + 0 Based onincome tax rates
Employee National Insurance contributions - + 0 Based on National Insurance tax rate
for employees
Employer National Insurance contributions - + 0 Based on National Insurance tax rate
for employers
Indirect taxes - + 0 Based on indirect tax rate of 20.4%

Transfer payments

Jobseeker’s Allowance - + 0 Work and Pensions Longitudinal Study
Income Support - + 0 Work and Pensions Longitudinal Study
Incapacity Benefit - + 0 Work and Pensions Longitudinal Study

for Incapacity Benefit receipt indicator;
published data

WTC + - 0 Customer survey
Child Tax Credit + - 0 Customer survey
Housing Benefit - + 0 Customer survey; published data
Council Tax Benefit - + 0 Customer survey; published data
ERA operating costs, net of indirect taxes
Staff costs 0 - - Diaries, staffing forms, survey data,
salary tables, Work and Pensions
Longitudinal Study
Special training for replacement 0 - - Staffing forms, salary tables
Advancement Support Advisers
Payments to Liberata 0 - - Payments per transaction
Central administrative costs 0 - - Specially collected data
Non-ERA training expenditures 0 - - Customer survey; published data
Programme-related customer costs
Emergency Discretion Fund 0 - - Records of Personal Adviser requisitions
Retention bonus + - 0 Records of Personal Adviser requisitions
Training bonus + - 0 Records of Personal Adviser requisitions
Tuition payment reimbursement + - 0 Records of Personal Adviser requisitions
Adviser Discretion Fund 0 ? ? DWP data systems
Employment-related costs
Out-of-pocket education and training costs - 0 - Customer survey
Out-of-pocket child care cost - 0 - Customer survey
Out-of-pocket commuting cost - 0 - Customer survey
Net gain or loss (benefits-costs) ? ? ?

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries,
and published data.

NOTE: Costs and benefits shown in bold face are expected to be key components affecting the bottom line, net gain or loss, estimate.
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7.4 Cost-benefit methods

This section describes the methods used in conducting the cost-benefit analysis. These methods are
briefly summarised in Box 7.2, which appears at the end of the section.

7.4.1 Data sources

The fourth column in Table 7.2 indicates the sources of the key data used in estimating each of

the benefit and cost components. As can be seen, the analysis uses a considerable variety of data
sources. Moreover, as indicated, some benefit and cost components required the use of more than
one data source. The key data source used in estimating ERA’s impacts on the amounts of Income
Support and Jobseeker’s Allowance received, on the receipt of Incapacity Benefit, and on earnings
is the Work and Pensions Longitudinal Study, described in Chapter 2 of this report. The customer
survey, which is described in Chapter 2, was also used in determining ERA’s impact on a number

of benefit and cost components, including WTC, Child Tax Credit, Housing Benefit, and Council Tax
Benefit. The various data sources used to estimate ERA’s operating costs were described earlier

in this chapter. Information on ERA-related payments to programme participants, such as the
retention and training bonuses, were available from a requisition system in which advisers logged
requests for these payments. Estimates of the effect of ERA on income taxes and employee and
employer National Insurance Contributions are based mainly on the rules that were in effect at

the time of the ERA demonstration. Estimates of the effect of ERA on employers’ contributions to
pensions is based on a 2006 survey of 600 defined contribution plans by Mercer UK, which found
that the average contribution for those who had such a plan was 6.8 per cent of earnings.’® Finally,
the treatment of indirect taxes (mostly the VAT, but also including excise taxes on fuel, alcohol, and
tobacco) in the cost-benefit analysis is based on an estimated indirect tax rate of 20.4 per cent.'”

7.4.2 Methods used to estimate the cost-benefit components

Because ERA-related payments to programme participants (i.e., retention and training bonuses,
payments from the Emergency Discretion Fund, and training fees) were unique to ERA, records

of the amounts of these payments could be used directly in the cost-benefit analysis. Most of

the remaining costs and benefits were not unique to ERA, and consequently it was necessary to
estimate ERA’s impact on them by determining differences in outcomes between the programme
and control groups. For example, as described in Section 7.2, this was done in estimating ERA’s net
operating costs. ERA’s impacts on a number of other cost-benefit components - including impacts
on earnings, out-of-pocket commuting costs and childcare costs, Jobseeker’s Allowance, and
Income Support payments - were readily estimated using the same approach as that used in the
impact analysis described in Chapters 4, 5, and 6. These impact estimates were used regardless
of their level of statistical significance because they provide the best available estimates of ERA’s
true effects. In interpreting the cost-benefit findings, it is important to keep in mind that impact
estimates are averaged over the entire research sample, including individuals who had zero values
for each outcome of interest (e.g., zero earnings or zero benefit payments).

Sixty monthly estimates were available for impacts on Jobseeker’s Allowance and Income Support
payments. Impacts on annual earnings were available for from four to five years, varying, as
explained below, among individuals who were randomly assigned at different points in time.
Impacts on commuting and childcare costs, and WTC, Child Tax Credit, Housing Benefit, and Council
Tax Benefit were estimated using survey data collected at one, two, and five years following random
assignment for the NDLP and WTC groups, and one and two years after random assignment for

178 See Mercer UK, 2007.
179 The estimate of the indirect tax rate was obtained from Adam et al., 2008.
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the ND25+ group.*®® After being converted to 2005-2006 prices by using the Consumer Price Index
whenever necessary,®! the monthly or annual values for each impact were summed over the period
for which they were available in order to derive a single estimate for each cost-benefit component.

ERA’s remaining impacts - which include impacts on income taxes, National Insurance
Contributions, employer contributions to pensions, and indirect taxes - had to be inferred from
those impacts that were directly estimated, especially ERA’s impacts on earnings. The remainder
of this subsection describes how these inferences were made and also describes in greater detail
how certain other impacts that are based on survey data - for example, Housing Benefit, Council
Tax Benefit, WTC, and Child Tax Credit - were estimated, and non-ERA training expenditures were
determined.

Housing Benefit, Council Tax Benefit, WTC, and Child Tax Credit. The surveys collected information
about whether WTC and Child Tax Credit were received, as well as the amount of the credits.
Because recipients may not always know the value of their Housing Benefit and Council Tax Benefit,
the surveys collected information only about whether they were received, not the amount of the
benefits. Benefit levels for Housing Benefit and Council Tax Benefit among those who received them
were estimated using data for 2005-2006 from DWP’s Housing Benefit and Council Tax Benefit
Quarterly Summary Statistics report, using separate values reported for beneficiaries in receipt of
other state benefits and for those not in receipt of other state benefits.

National Insurance Contributions. National Insurance Contributions were estimated by simply
applying the tax rate rules that existed at about the time ERA was in operation. The National
Insurance Contribution tax rates in 2007-2008 for employees were 11 per cent of all weekly earnings
above £100 and up to (and including) £670 and one per cent of all weekly earnings above £670. The
National Insurance Contribution rates in 2007-2008 for employers were 12.8 per cent of all weekly
earnings above £100.%¥2 For both employee and employer National Insurance Contributions, all
weekly earnings below £100 were exempt. The computations of National Insurance Contributions
were made separately for each of the three ERA target groups and separately within each target
group for those assigned to the programme group and the control group. Impacts for each target
group were then estimated as differences between the programme and control groups.

180 For purposes of the cost-benefit analysis, it was also necessary to extrapolate ERA’s impacts to
time periods not covered by the data. The methods used in doing this are described later.

181 See Office for National Statistics, Consumer Price Index.

182 Considerable research indicates that payroll taxes such as the employer National Insurance
Contributions are mostly or entirely paid by workers in the form of reduced wages. For
purposes of the ERA cost-benefit study, therefore, it is assumed that all of employers’ National
Insurance Contributions are paid by employees. Thus, the employer contribution appears twice
in Table 7.2. It is first treated as if it is received by ERA participants as part of their increase in
compensation resulting from ERA. It then appears again as an increase in the taxes paid by
participants to the Exchequer. Taking these two lines together, an increase in the employer
National Insurance Contribution resulting from ERA is treated in the cost-benefit analysis as
if it accrues as benefits to the Exchequer and to society as a whole, but does not affect the
incomes of participants. Society gains because increases in employer National Insurance
Contributions, like increases in earnings, are made possible by increases in the output produced
by workers. The value of this increased output is of value to society regardless of whether it is
captured by workers or the Government, or by other groups or institutions.
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Employer contributions to pensions. As mentioned above, employer contributions to the pensions

of their employees averaged 6.8 per cent of the earnings of those workers who have pensions.
However, many workers do not have pensions. Fortunately, the percentage of persons in the

ERA sample who have pensions can be obtained from the customer survey. This percentage was
computed separately for persons in the programme group and the control group in each of the three
ERA target groups and then multiplied by .068 times the average earnings of the individuals in each
group. To compute ERA’s impact on employer contributions to pensions, the resulting figure for the
control group within each target group category was then subtracted from the corresponding figure
for the programme group.

Income taxes. The analysis assumes that individuals with earnings below the income tax threshold
did not pay income taxes. These computations, which were based on applying the income tax rate
rules, were done separately for each of the three ERA target groups and separately within each
target group for those assigned to the programme group and the control group. Impacts for each
target group were then estimated as differences between the programme and control groups.

Non-ERA training expenditures. The customer survey collected information about participation in
education and training activities.'®* The verbatim information provided on type of course taken was
used to divide courses into those for ‘general’ education versus training for ‘trade-specific’ skills. This
information was combined with estimates of the costs of further education course-taking, derived
from information on Learning and Skills Council (LSC) funding allocations for courses offered as part
of Basic Skills and Adult Learning Service programs.

Indirect taxes. As mentioned above, at the time ERA operated, the indirect tax rate in the UK was
20.4 per cent. Thus, to calculate the amount of indirect taxes, the total amount in the participant
column, excluding indirect taxes, is multiplied by 0.204. The rationale is that the total in the
participant column is the change due to ERA in the amount available to participants to spend.
Slightly less than 80 per cent of this amount represents their actual change in purchasing power,
and the remaining 20 per cent is ultimately received by the Government. Viewed slightly differently,
of a £100 increase in earnings attributable to ERA, £20.40 would be passed on to the Government
and the remainder would increase a participant’s disposable income. Similarly, of a £100 increase in
(say) Income Support or in retention bonuses paid by the Government, £20.40 would ultimately flow
back to the Government as indirect tax payments (in other words, the net cost to the Government
would be only £79.60). As just indicated, the indirect tax amount can be viewed as a cost to ERA
participants and a benefit to the Exchequer. Because indirect taxes are a transfer from participants
to the Government, there is zero effect on society as a whole.

7.4.3 Treating the gap between random assignment and the first full tax year
of Work and Pensions Longitudinal Study data

As indicated in Table 7.2, the source of the estimates of the impact on earnings is the Work and
Pensions Longitudinal Study file. The earnings data in the Work and Pensions Longitudinal Study

file are obtained from information employers provide to Her Majesty’s Revenue and Customs at the
end of the tax year. This causes a problem because earnings data, unlike the remaining data in the
study file, are available only for tax years - that is, from 6 April of one year to 5 April of the following
year. Consequently, they dovetail poorly with the estimates of operating costs and the estimates

of the remaining benefits and costs that are used in the cost-benefit analysis, all of which follow

18 This information was not available for the ND25+ group. Thus, it was not possible to determine
non-ERA training expenditures for this group. However, in general, ERA seemed to have little
impact on the training received by the ND25+ group. Hence, non-ERA training expenditures are
probably small for them.
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the sample population from random assignment onwards. In particular, there is a gap between the
month of random assignment and first full tax year. For instance, the gap would be six months long
for an individual who was randomly assigned in October 2004. Because individuals were randomly
assigned during different months, the gap between random assignment and the first full tax year
varies among individuals in the sample.

To address this problem, the cost-benefit analysis uses estimates of earnings during tax years 2005-
2006 through 2008-2009, all of which occurred after random assignment was completed,*®* and
follows a two-step procedure to fill the gap in earnings data between random assignment and the
first full tax year. The first step involved computing average monthly earnings during the 2004-2005
tax year for each sample member who worked during some or all of that tax year. This was done by
dividing individuals’ earnings during the 2004-2005 tax year by the number of months they worked
during that tax year.’® The second step was to multiply the resulting estimate of average monthly
earnings by the number of months each individual worked between random assignment and the
first full tax year.*® This provided an estimate of earnings during the gap period. This was used to
obtain estimates of ERA’s impacts on earnings that correspond to the other estimates of benefits
and costs used in the cost-benefit study.

7.4.4 Projecting benefits and costs into the future

As previously discussed, the data used to estimate the various benefits and costs resulting from ERA
were available for five years after random assignment.'®” However, in the absence of information
indicating that these benefits and costs completely ended before the end of the period during which
they could be observed, they would be expected to persist beyond this observation period. Thus,

for purposes of the cost-benefit analysis, it is important to project benefits and costs beyond the
observation period.

Because uncertainty increases the further into the future benefits and costs are projected,

much of the cost-benefit analysis is limited to a time horizon of ten years. Hence, given a five-
year-long observation period for a particular benefit or cost (e.g., the impact on Jobseeker’s
Allowance payments for the ND25+ group), the benefit or cost is projected over a further five years.
Because setting the time horizon at ten years is necessarily rather arbitrary, sensitivity analyses

184« Some individuals in the ERA sample were randomly assigned before April 2004. For these
persons, the cost-benefit analysis also uses estimates of impacts on earnings for the
2004-2005 tax year.

185 Like the earnings data for the 2005-2006 through 2008-2009 tax years, the earnings data for
the 2004-2005 tax year were obtained from the Work and Pensions Longitudinal Study file.
However, the 2004-2005 data were not used in the impact analyses reported in Chapters 4-6
because many individuals in the ERA sample were randomly assigned during this tax year.

186 Although the Work and Pensions Longitudinal Study file does not contain monthly earnings
data, it does indicate whether individuals worked during each month.

187 Asindicated in Section 7.4.3, earnings data are actually available for between four and five
years for different individuals, depending on the month an individual was randomly assigned.
More specifically, earnings data are available for four full tax years for all members of the
research sample. In addition, as explained in Section 7.4.3, it was necessary to fill the gap
between random assignment among individuals in the sample and the first tax year. On
average, doing this added ten months of follow-up earnings data for the ND25+ group, nearly
11 months for the NDLP group, and nearly seven months for the WTC group. For expositional
clarity and simplicity, the remainder of this chapter refers to the observation period as being
five years in length.
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are conducted using two alternative time horizons: one of five years and one of 20 years. It is
important to recognise that whatever the length of the time horizon, it is implicitly assumed that no
programme benefits exist after it ends. Because the operating costs of ERA all occurred within 33
months after random assignment, if benefits from ERA do, in fact, continue to exist beyond the end
of the time horizon, then programme benefits will be understated relative to programmme costs.

To project benefits and costs, it is necessary to take account of how they may change over the
period during which they are projected. It is often assumed that while programmes such as ERA
initially may give participants a competitive advantage in the labour market, this advantage declines
or decays over time. ERA’s impacts on earnings and benefits payments would decay over time, for
example, if ERA participants worked more weeks or more hours while the programme’s retention
bonus and help from ERA advisers were available, but ceased doing so after the programme ended.
However, ERA also encouraged training, and this could cause programme impacts to continue to
grow after the programme ended.

Annual decay rates during the projection period were determined on the basis of trends for each
target group during the observation period. Separate decay rates were established for each
programme impact that was estimated with data from the Work and Pensions Longitudinal Study
or the customer survey, and then applied to the measured impact during the last year of the
observation period, its ‘base period’, to produce the projected impact estimates. As explained next,
somewhat different approaches were used in determining decay rates for ERA’s impacts on benefits
payments and its impacts on earnings.

Determining decay rates for impacts on benefits payments involved examining the impact trend
following the end of the 33-month ERA programme period. The monthly impact estimates for the
last year and, alternatively, the last two years of the observation period were graphed for each type
of benefit payment, and the decay (or growth) rate was calculated using the exponential trend line
with the best fit, as based on the R-squared values. For outcomes for which the impacts were very
small near the end of observation period, a 100 per cent decay rate was assumed. In other words, it
was assumed that there was no impact on benefits payments beyond the observation period.

The annual decay rates that were determined on the basis of this procedure are shown in Table 7.3.
As also shown in the table, Housing Benefit and Council Tax Benefit are assumed to decay at the
same rate as ERA’s impact on benefits payments (from either Income Support or Jobseeker’s
Allowance). These decay rates are applied to the benefit and cost estimates for the final year of the
observation period.

A less formal approach was used in determining decay rates for impacts on earnings, mainly
because monthly estimates of these impacts are not available, as they rely on annual data from
the Work and Pensions Longitudinal Study. For example, as shown in Chapter 4, earnings impacts
for the NDLP target group evaporated before the end of the Work and Pensions Longitudinal Study
observation period. Thus, it is assumed that the decay rate is 100 per cent for this group, which is
tantamount to assuming zero impact on earnings during the projection period.

The moderate annual earnings impacts realised by the ND25+ group are mainly attributable to

an impact on employment, which first increased over time and then began to slowly decline

(see Chapter 6). However, the annual earnings impact itself appears, if anything, to have slightly
increased over time. Thus, it is assumed that the earnings impacts for the ND25+ target group
would be unchanged during the projection period - a zero decay rate. However, as seen later, this
assumption is subjected to sensitivity tests by alternatively assuming an annual decay rate of 20 per
cent and an annual growth rate of 20 per cent.
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For the WTC group, it is assumed that the annual decay rate in the earnings impact during the
projection period is 17 per cent. This figure is consistent with the annual rate of decay in the
estimated earnings impacts that was observed to occur for the group between the 2005-2006 and
the 2008-2009 tax years (see Chapter 4). Nonetheless, there is considerable uncertainty about the
decay rate, because the estimated earnings impact for the group disappeared in the 2007-2008

tax year, but then seemed to reappear in the 2008-2009 tax year (although it was statistically
insignificant in that year). Thus, the 17 per cent assumption is subjected to sensitivity tests by
alternatively assuming a lower-bound decay rate of zero (i.e., no decay) and an annual upper-bound
decay rate of 34 per cent.

As shown in Table 7.3, it is further assumed in conducting the cost-benefit analysis that the decay
rates on ERA’s impacts on earnings are also applicable to the programme’s impacts on income
taxes, National Insurance Contributions, WTC, and Child Tax Credit. This is necessary because
separate time series do not exist for these impacts. However, all these items are tied to employment
and earnings and, hence, they should follow a similar path to changes in impacts on earnings.

Table 7.3 Base-case decay rate assumptions for various benefit and cost
components

Component ND25+ NDLP WTC

Earnings(£) 0.0% 100.0% 17.0%
Income tax ‘ “
National Insurance contributions - employee

National Insurance contributions - employer

WTC

Child Tax Credit
Jobseeker's Allowance amount (£) 0.0% 7.2% 50.7%
Income Support amount (£) 10.1% 5.9% 11.4%

Any benefit amount (£) 0.0% 5.9% 27.1%
Housing Benefit “
Council Tax Benefit

Any benefit receipt rate (0-100%) 0.7% 2.4% -0.68%a

Incapacity Benefit receipt rate (0-100%) 13.4% -1.79%a 100.0%

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTES: Rounding may cause slight discrepancies in calculating sums.
°A negative decay rate implies growth, rather than decay.

7.4.5 Discounting

In general, a given sum of money is worth more today than later. People are impatient. Thus, they
would usually prefer using a given amount of money for consumption earlier, rather than later. If
the money is used for investment, rather than for consumption, the return on the investment, such
as interest accrued in a savings account, will be larger the sooner the investment is made.

Because ERA’s impacts and, hence, benefits occur over a number of years, and benefits received
later are of less value than similar amounts received sooner, a discount rate is used to convert the
streams of benefits resulting from ERA into what they were worth in the first follow-up year. This

is standard practice in cost-benefit analysis. Otherwise, costs and benefits that occur at different
points of time are not comparable. For example, programme operating costs in ERA were all incurred
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during the 33 months after random assignment, while, as seen earlier, programme impacts on
earnings could persist well after the 33 months on ERA were over. Once benefits and costs during
each time period are converted into their value in the first year following random assignment, total
programme benefits can be computed by simply summing these values.

Although there is considerable debate about the appropriate discount rate, several recent
assessments recommend using an annual rate of 3.5 per cent in discounting the values of the
benefits from programmes such as ERA.? To take account of the debate and, hence, the uncertainty
concerning the exact value of the discount rate, one of these assessments further suggests using an
upper bound of six per cent and a lower bound of two per cent for sensitivity analysis.'® Following
these recommendations, the cost-benefit analysis uses 3.5 per cent for the central estimates of net
benefits and tests the sensitivity of these estimates to using two and six per cent, instead.

Box 7.2  Steps required to produce the cost-benefit estimates

Step 1. As described in Section 7.4.2, an impact analysis was conducted to estimate most of
the key benefits and costs, such as ERA’s impacts on earnings and on various benefit payments,
including Income Support and Jobseeker’s Allowance payments, during the observation period.

Step 2. The impact estimates were used to populate a spreadsheet.

Step 3. The values in the spreadsheet were all converted to 2005-2006 pounds using the
Consumer Price Index in order to adjust for inflation.

Step 4. As described in Section 7.4.2, formulas were applied to the impacts estimates, especially
the estimated impact on earnings, in order to determine some of the remaining benefits and
costs listed in the table - for example, ERA’s effects on indirect taxes, National Insurance
Contributions, and pensions.

Step 5. Based on the estimated impacts during the last year of the observation period and the
assumed decay rates appearing in Table 7.3, the benefits and costs during the projection period
were predicted.

Step 6. The benefits and costs were discounted to convert them to their value in the first
follow-up year.

Step 7. The discounted benefit and cost values for each year during the time horizon were
summed.

7.5 Cost-benefit findings

This section presents findings from the cost-benefit analysis of the ERA demonstration. Because they
differ considerably, findings for the three ERA target groups are presented separately in the following
order: first the ND25+ group, then the NDLP group, and finally the WTC group. As discussed in the
previous section, the cost-benefit analysis requires that certain assumptions be made - for example,
in order to predict benefits and costs beyond the time during which they are directly observed and to
discount benefits and costs. Thus, the section for each target group first reports detailed ‘base-case
findings’ - that is, findings based on the set of assumptions that were judged to be most plausible
and hence produce what arguably might be called the ‘best estimates’. It then presents findings
that are based on alternative assumptions to determine how robust the conclusions are that rely on
the base-case results.

188 See HM Treasury, 2003; Boardman et al., 2011; Moore et al., 2004.
18 Boardman et al., 2011.
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7.5.1 ND25+ group

Base-case findings

Table 7.4 reports base-case estimates of the benefit and cost components used in the cost-benefit
analysis of the ND25+ group that were not previously presented in the cost analysis section of this
chapter. These estimates have all been discounted using a 3.5 per cent discount rate and have all
been adjusted to 2005-2006 pounds. There are three major things to recognise about this table.
First, most of the listed outcomes were observed over a five-year period. These outcomes, which are
aggregated over the five-year observation period and reported separately for the ERA programme
group and the control group, appear in the first two columns of the table. Second, benefits and
costs for the five-year observation period are estimated as the difference in outcomes between

the programme group and the control group.®® The resulting impact estimates appear in the third
column of the table. Third, as discussed in Section 7.4.4, the impact estimates are projected over the
next five years. The most important of these projections is for ERA’s impact on earnings, which for
the ND25+ group is assumed to neither decay nor grow after the observation period ends; instead,
the earnings impact in each succeeding year is assumed to equal the earnings impact that occurred
in the fifth year of the observation period. These projections, which are first discounted and then
summed over the five-year projection period, appear in the fourth column of Table 7.4.

The full base-case cost-benefit findings appear in Table 7.5, which is similar in format to Table 7.2.
Unlike Table 7.2, however, Table 7.5 reports estimates of the value of the benefit and cost
components. These values are taken from the cost analysis and from Table 7.4. Whether an impact
appearing in Table 7.4 is a benefit or cost depends on the perspective that is germane. For example,
as shown in Table 7.4, ERA, as expected, increased the taxes paid by ND25+ participants, but
decreased the Jobseeker’s Allowance payments they received. The increase in tax payments and the
decrease in Jobseeker’s Allowance payments both appear in Table 7.5 as a cost to participants (i.e.,
with a minus sign), but as a benefit to the Exchequer.

19 As shown in Table 7.4, according to the customer survey, coommuting costs were a little larger
for the ND25+ control group than the ND25+ programme group. This also occurred for NDLP
recipients (but not for WTC recipients). This is the opposite of what was anticipated. However,
these differences are not statistically significant. If they do exist, one possible explanation is
that ERA caused participants to take jobs that were located more conveniently to their homes,
but there is no way to know if this occurred.
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Table 7.4 ND25+: estimated impacts on financial outcomes during the
observation period, the projection period, and within ten years
after random assignment (in 2005-2006 pounds)

Observed and

Observed Projected projected
ERA Control Difference Projected Ten-year

Type of payment or cost (£) group group (impact) impact impact
Earnings and benefits

Earnings 14,462 13,056 1,406 1,500 2,906

Pension contributions 114 93 21 11 32
Taxes

Income taxes 1,129 961 168 196 364

Employee National Insurance contributions 685 590 95 107 202

Employer National Insurance contributions 778 671 108 121 229
Transfer payments

Jobseeker’s Allowance (with OPTIONS) 6,644 7,101 -457 -383 -840

Income Support 2,091 2,121 -29 -19 -48

Incapacity Benefit 2,731 2,736 -6 -7 -13

WTC 1,143 1,462 -320 -148 -468

Child Tax Credit 1,809 1,756 54 16 69

Housing Benefit 7,574 7,842 -268 -306 -574

Council Tax Benefit 1,810 1,885 -76 -148 =224
Employment-related costs

Out-of-pocket child care cost 15 0 15 0 15

Out-of-pocket commuting cost 382 478 -97 0 -97

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.

The key finding in Table 7.5 is that ERA resulted in average net gains of about £725 for each ND25+
participant it served and a little over £1,800 for each participant for the Exchequer. This yields a
net gain of over £2,500 each participant for society as a whole. As will be seen in Section 7.6.2, the
improvement in the Government’s budgetary position is somewhat unusual among programmes
that, like ERA, provide financial incentives. Viewed somewhat differently, the figures in Table 7.5
imply that for each pound Jobcentre Plus expended in operating ERA (the £603 amount in the
Exchequer column in the ERA operating costs row), participants reaped £1.20 in increased income,
the Government saved £4.01, and society received £5.22 in benefits.?9!

For ERA participants, these net gains occurred because their increases in earnings as a result of the
programme and their receipt of the ERA retention bonuses, when combined, were considerably
larger than the increases in their tax payments and the losses in their receipt of Jobseeker’s

1 The returns for each pound of operating costs were calculated as follows: £726/£603 = £1.20
for participants; [£1,816 - (-£603)]/£603 = £4.01 for the Exchequer; and [£2,542 - (-£603)]/
£603 = £5.22 for society. Note that because a negative value for the £603 in operating costs
is included in computing the net gain to the Exchequer and society (but not the net gain to
participants), it was necessary to net it out of the numerator of the ratio; otherwise it would
be included in both the numerator and the denominator.
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Allowance payments and other benefit payments that were caused by ERA. The Exchequer gains
resulted because the increase in tax receipts and the reduction in Jobseeker’s Allowance and other
benefit payments resulting from ERA substantially exceeded ERA’s operating costs and programme-
related payments to participants (mostly retention bonuses).

Table 7.5 ND25+: ten-year estimated benefits and costs, by accounting
perspective (in 2005-2006 pounds)

Type of payment or cost (£) Participants Exchequer Society

Earnings and benefits

Earnings 2,906 0 2,906
Employer National Insurance contributions 229 0 229
Pension contributions 32 0 32
Taxes
Income taxes -364 364 0
Employee National Insurance contributions -202 202 0
Employer National Insurance contributions -229 229 0
Indirect taxes -186 186 0

Transfer payments

Jobseeker’s Allowance (with OPTIONS) -840 840 0

Income Support -48 48 0

Incapacity Benefit -13 13 0

WTC -468 468 0

Child Tax Credit 69 -69 0

Housing Benefit -574 574 0

Council Tax Benefit =224 224 0
Programme operating costs

ERA operating costs 0 -603 -603
Programme-related payments to ERA participants

Emergency Discretion Fund 0 -36 -36

Retention bonus 518 -518

Training bonus 37 -37

Tuition payment reimbursement 66 -66

Adviser Discretion Fund 0 -1 -1
Employment-related costs

Out-of-pocket education and training cost -66 0 -66

Out-of-pocket child care cost -15 0 -15

Out-of-pocket commuting cost 97 0 97
Measured net gain or net loss (net value) 726 1,816 2,542

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.
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Sensitivity analysis

Table 7.6 examines the robustness of the base-case findings by presenting findings from a number
of sensitivity analyses that rely on assumptions that differ from those used in obtaining the base-
case estimates. For example, the first two sensitivity tests are based, respectively, on a two per cent
discount rate and a six per cent discount rate, instead of the 3.5 per cent discount rate used in the
base-case. Although total net gains increase when the smaller discount rate is used and decline
when the larger rate is used, these changes are small because the time horizon is fairly short. Cost-
benefit findings are usually sensitive to the choice of discount rates only when the time horizon is
relatively long.

The next two sensitivity tests are based on decay rates for earnings that differ from the zero rate
used in obtaining the base-case estimates. More specifically, it is first assumed that ERA’s impact on
earnings during the last year of the observation period grows by 20 per cent during each succeeding
year; and then it is alternatively assumed that the impact on earnings decays by 20 per cent during
each succeeding year. As expected, the assumption of a declining impact on earnings causes the
estimated net gain resulting from ERA to shrink, while the assumption that the impact on earnings
grows after the observation period ends causes the estimated net gain to grow. The net gain
estimates change considerably as a result of the alternative decay rate assumptions, but remain
well in excess of zero, even when the impact on earnings is assumed to shrink over time.

As an additional sensitivity test, net gains are computed over a five-year and a 20-year time horizon,
rather than the base-case ten-year time horizon. Under the first of these alternative assumptions,
rather than projecting program impacts over five years, it is not necessary to project impacts at all.
In other words, it is assumed that programme impacts suddenly become zero after only five years,
even though non-zero impacts are observed during the fifth year after random assignment. Under
the second alternative assumption, rather than projecting programme impacts over five years, they
are instead projected over 15 years. As shown in Table 7.6, net gains increase considerably with

the longer time horizon. Based on a five-year time horizon, ND25+ participants, the Exchequer, and
society as a whole all still enjoy positive net gains, albeit at a lower level than in the base-case. In
interpreting the findings based on the five-year time horizon, it is important to keep in mind that the
assumption is implausible because it is highly unlikely that ERA’s impacts would abruptly disappear
at the end of the five-year observation period. Thus, the true net effects are almost certainly larger
than the ones shown in the five-year time horizon row in Table 7.6. The 20-year time horizon is
plausible because ERA’s impact on earnings for the ND25+ group did not seem to diminish at the
end of the five-year observation period. Nonetheless, it is highly speculative because it is impossible
to know whether the impact will actually continue for 15 years.

Based on the sensitivity tests, it appears very likely that ERA increased the incomes of the ND25+
group and also improved the Government’s budgetary position. However, because some benefits
and costs that potentially resulted from ERA are non-financial and, hence, have so-far been ignored,
it is not as apparent that the sum of financial and non-financial benefits and costs that resulted
from ERA is positive. Those benefits and costs that are omitted from the formal cost-benefit analysis
are discussed in Section 7.6.3. As will be seen there, the conclusion that ERA is cost-beneficial for
ND25+ participants appears to stand up.
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Table 7.6 ND25+: sensitivity tests of estimated net gains to alternative
assumptions, by accounting perspective (in 2005-2006 pounds)

Sensitivity test Participants Exchequer Society

Base estimate 726 1,816 2,542

Alternative discount rate
2.0% 709 1,959 2,668
6.0% 744 1,602 2,345

Alternative earnings decay rate

20% growth 1,386 2,402 3,788
20% decay 329 1,473 1,802
20-year time horizon 1,002 4,049 5,050
5-year time horizon 557 353 911

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.

7.5.2 NDLP group

Base-case findings

Table 7.7 shows many of the base-case impact estimates used in the cost-benefit analysis for the
NDLP target group. The table is obviously similar to Table 7.4, which reports the same estimates for
the ND25+ group. The major difference between the two tables is that, unlike the earnings impact
estimates for the ND25+ group, the estimates appearing in Table 7.7 for the NDLP group are not
projected beyond the five-year observation period. The reason for this, as discussed earlier, is that
the positive impacts of ERA on the earnings of the NDLP group appear to disappear before the end
of the observation period. This means that impacts for the NDLP group that depend on earnings
impacts (e.g., impacts on income taxes, National Insurance Contributions, and WTC and Child Tax
Credit) are also not projected beyond the five-year observation period.
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Table 7.7 NDLP: estimated impacts on financial outcomes during the
observation period, the projection period, and within ten
years after random assignment (in 2005-2006 pounds)

Observed and

Observed Projected projected
ERA Control Difference Projected Ten-year

Type of payment or cost (£) group group (impact) impact impact
Earnings and benefits

Earnings 18,002 17,204 799 799

Pension contributions 328 305 23 23
Taxes

Income taxes 1,062 967 96 96

Employee National Insurance contributions 704 648 56 56

Employer National Insurance contributions 800 737 63 63
Transfer payments

Jobseeker’s Allowance (with OPTIONS) 303 350 -47 -21 -67

Income Support 8,850 9,254 -404 -12 -416

Incapacity Benefit 904 834 69 150 219

WTC 5,285 5318 -33 0 -33

Child Tax Credit 10,366 10,606 -240 0 -240

Housing Benefit 8,956 9,470 -514 -23 -537

Council Tax Benefit 2,001 2,135 -134 -9 -143
Employment-related costs

Out-of-pocket child care cost 759 572 187 0 187

Out-of-pocket commuting cost 870 976 -107 0 -107

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and

published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.

Base-case findings for the NDLP group are presented in Table 7.8. The findings indicate that ERA
caused a negligible net loss to occur for ERA participants in the NDLP group and resulted in a

very small net loss for the Exchequer. Hence, the effect on society as a whole is a small net loss.
Viewed in terms of the return on the £501 that Jobcentre Plus expended on ERA’s operating costs,
participants lost seven pence per expended pound; the Exchequer obtained a return of 75 pence per
pound expended; and society as a whole acquired a return of 68 pence on each pound expended.

The negligible overall net loss for NDLP participants occurred because the increases in earnings
attributable to ERA and the retention payments they received were more or less counteracted by
reductions in various benefit payments, especially Income Support receipts, Housing Benefit, and
Child Tax Credit payments. The very small estimated effect on the Government’s budget mostly
resulted because these same reductions in benefit payments were more or less sufficient to offset
ERA’s rather small operating costs and the cost to the Exchequer of funding ERA retention bonuses

and non-ERA training expenditures.
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Table 7.8 NDLP: ten-year estimated benefits and costs, by accounting
perspective (in 2005-2006 pounds)

Type of payment or cost (£) Participants Exchequer Society

Earnings and benefits

Earnings 799 0 799
Employer National Insurance contributions 63 0 63
Pension contributions 23 0 23
Taxes
Income taxes -96 96 0
Employee National Insurance contributions -56 56 0
Employer National Insurance contributions -63 63 0
Indirect taxes 10 -10 0

Transfer payments

Jobseeker’s Allowance (with OPTIONS) -67 67 0

Income Support -416 416 0

Incapacity Benefit 219 -219 0

WTC -33 33 0

Child Tax Credit -240 240 0

Housing Benefit -537 537 0

Council Tax Benefit -143 143 0
Programme operating costs

ERA operating costs 0 -501 -501

Non-ERA training expenditures 0 -309 -309
Programme-related payments to ERA participants

Emergency Discretion Fund 0 -58 -58

Retention bonus 497 -497

Training bonus 83 -83

Tuition payment reimbursement 90 -90

Adviser Discretion Fund 0 -7 -7
Employment-related costs

Out-of-pocket education and training cost -90 0 -90

Out-of-pocket child care cost -187 0 -187

Out-of-pocket commuting cost 107 0 107
Measured net gain or net loss (net value) -37 -124 -161

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.

The negligible estimated reduction in the disposable income of ERA participants in the NDLP group
that is implied by Table 7.8 is unusual among programmes such as ERA that provide financial
incentives (see Section 7.6.2) and is somewhat surprising. After all, these persons volunteered to
participate in ERA and decided to increase their hours and earnings by their own free will. Under
such circumstances, why would they do so unless they could increase their income? One possible
explanation is that when they decided to increase their hours of work, they did not initially realise
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that their benefit payments would fall by around as much as their earnings and that ERA bonus
payments would increase. Such prediction errors are consistent with the fact that the increase in
earnings for the NDLP group disappeared after only a few years, suggesting that members of this
group soon learned that their incomes failed to rise.

Table 7.8 is consistent with evidence presented elsewhere in this report that ERA induced some
members of the NDLP group to seek training. The Exchequer directly paid £309 in non-ERA
expenditures per ERA participant for this increase, and the participants themselves initially paid
an average of £90.? As the table shows, however, the £90 outlay by participants was ultimately
entirely reimbursed by ERA’s tuition payment reimbursement provision. Thus, ERA did not result in
any increase in expenditures on education and training by programme participants from the NDLP
group. The increase in training cost was instead borne entirely by the Exchequer.

Sensitivity analysis

Because ERA’s impacts on earnings and earnings-related benefit and cost components do not
appear to extend beyond the five-year observation period for the NDLP group, sensitivity tests

that are based on alternative decay rates and alternative time horizons are not relevant for this
group. Moreover, because the five-year observation period is short, the base-case findings are little
changed when alternative discount rates are used. Therefore, based on such sensitivity tests, there
is little reason to modify the base-case conclusions that ERA for the NDLP group hardly affected the
disposable incomes of participants and had small negative effects on the budgetary position of the
Exchequer and on society as a whole.

Cost-benefit findings for the A-level subgroup

Chapters 5 and 6 analyse whether the impacts of ERA varied among various subgroups. Perhaps the
most striking findings from this analysis were for those among the NDLP target group who entered
ERA with A-level qualifications. ERA for this subgroup was found to have considerably larger impacts
on earnings and time on Income Support than ERA for individuals with lower education credentials.
Similar subgroup differences by educational attainment were not found for the WTC and ND25+
target groups. Thus, a separate cost-benefit analysis was conducted for the A-level subgroup within
the NDLP target group, but not for the other two target groups. The findings from this analysis are
presented in this subsection. These findings should be interpreted with some care, however, as
there is always a risk that estimated impacts for a single subgroup are a statistical aberration. The
fact that ERA’s impacts on earnings and on time on Income Support were both larger for the NDLP
A-level subgroup than for other NDLP educational subgroups is reassuring. The fact that similar
findings were not obtained for this subgroup in the WTC and ND25+ samples is less reassuring -
although, as Chapter 5 explains, the NDLP A-level subgroup differed in important and relevant ways
from people with similar qualifications in the WTC and ND25+ target groups.

There is some evidence (not shown here) that ERA’s impacts on the A-level subgroup still existed
at the end of the five-year observation period, suggesting that these impacts likely persisted
beyond the end of this period. Thus, the cost-benefit findings are based on a ten-year time horizon.
However, the earnings impacts appear to tail off considerably over the last two years of the
observation period. Consistent with the observed decline, an annual earnings decay rate of 60 per
cent is assumed in projecting the earnings impact beyond the observation period. Table 7.9 shows

192 While these outlays may seem modest, it is important to keep in mind that they are computed
by averaging over those in the NDLP programme group who received training and those who
did not. The expenditures for those in the programme group who actually received training are
much larger.
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the estimated impacts of ERA during both the observation period and the projection period. Partially
because of the high assumed decay rate for earnings, the table implies that most of the impact of
ERA occurred during the observation period.

Table 7.9 NDLP A-level subgroup: estimated impacts on financial outcomes
during the observation period, the projection period, and within ten
years after random assignment (in 2005-2006 pounds)

Observed and
Observed Projected projected
ERA Control Difference Projected Ten-year
Type of payment or cost (£) group group (impact) impact impact
Earnings and benefits
Earnings 27,314 23,545 3,768 302 4,071
Pension contributions 654 573 81 0 80
Taxes
Income taxes 2,517 2,027 490 47 537
Employee National Insurance contributions 1,498 1,218 280 26 306
Employer National Insurance contributions 1,702 1,384 318 29 347
Transfer payments
Jobseeker’s Allowance (with OPTIONS) 277 327 -49 -21 -70
Income Support 6,712 7,573 -860 -38 -899
Incapacity Benefit 716 700 16 212 228
WTC 5,323 5,545 -222 -369 -591
Child Tax Credit 10,758 10,555 203 476 679
Housing Benefit 6,926 7,698 -772 45 -727
Council Tax Benefit 1,544 1,731 -187 8 -180
Employment-related costs
Out-of-pocket child care cost 759 572 187 0 187
Out-of-pocket commuting cost 870 976 -107 0 -107

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.
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Based on the estimates in Table 7.9, Table 7.10 presents the base-case cost-benefit findings for the
NDLP A-level subgroup. The table indicates that ERA resulted in average net gains of nearly £2,100
for each person for programme participants, about £1,500 for each person for the Exchequer, and
over £3,500 for each person for society as a whole.?** The return on the £506 that Jobcentre Plus
expended on ERA operating costs for the A-level subgroup was £4.10, £3.92, and £8.02, respectively.
The gains for participants and society resulted largely from earnings gains, although the retention
bonuses also made an important contribution to the gains of participants. The gains by the
Exchequer are attributable in large measure to increases in tax receipts and reductions in benefits
payments, especially payments for Income Support, WTC, and Housing Benefit.

According to Table 7.8, ERA for the NDLP target group as a whole resulted in very small net losses
for the Exchequer and society, while having a negligible effect on the incomes of participants; but
Table 7.10 implies that ERA for the A-level subgroup resulted in net gains from all three perspectives.
Therefore, although separate cost-benefit findings are not presented for NDLP participants with
lower education credentials than A-levels, it is apparent that ERA for such persons resulted in net
losses from all three perspectives.

Table 7.11 presents sensitivity findings for the NDLP A-level subgroup and indicates that the base-
case findings change relatively little when alternative discount rates, decay rates, and time horizons
are used in computing net gains. A key reason for this is that most of the impacts of ERA for the
NDLP A-level subgroup are predicted to occur during the observation period, regardless of the size of
the decay rate or length of the time horizon.

193 As mentioned in Section 7.2.2, the estimates of ERA’s operating costs rely on time diaries
maintained by Advancement Support Advisers. In filling in these time diaries, advisers were
asked to record each contact with a participant, and in doing this, to indicate the target group
to which each participant belonged. However, they were not asked to indicate the participant’s
educational subgroup. In estimating ERA’s operating costs, it was therefore necessary to
assume that the diary information for NDLP participants pertains to all members of the target
group, regardless of educational subgroup. In other words, it is assumed that time spent with
advisers was the same regardless of educational subgroup. This is a reasonable assumption,
because data not shown here indicate that there is relatively little difference in the number
of contacts with Jobcentre Plus staff between the NDLP participants with and without A-level
credentials. The estimates of operating costs also depend on estimates of the average length
of the pre- and post-employment phases, and separate estimates by educational level are
available for this variable. Thus, the estimates of operating costs that appear in Table 7.8 and
Table 7.10 differ. However, this difference is slight because the average lengths of the pre- and
post-employment phases were fairly similar for NDLP participants with and without A-level
credentials.
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Table 7.10 NDLP A-level subgroup: ten-year estimated benefits and costs,
by accounting perspective (in 2005-2006 pounds)

Type of payment or cost (£) Participants Exchequer Society

Earnings and benefits

Earnings 4,071 0 4,071
Employer National Insurance contributions 347 0 347
Pension contributions 80 0 80
Taxes
Income taxes -537 537 0
Employee National Insurance contributions -306 306 0
Employer National Insurance contributions -347 347 0
Indirect taxes -532 532 0

Transfer payments

Jobseeker’s Allowance (with OPTIONS) -70 70 0

Income Support -899 899 0

Incapacity Benefit 228 -228 0

WTC -591 591 0

Child Tax Credit 679 -679 0

Housing Benefit -727 727 0

Council Tax Benefit -180 180 0
Programme operating costs

ERA operating costs 0 -506 -506

Non-ERA training expenditures 0 -125 -125
Programme-related payments to ERA participants

Emergency Discretion Fund 0 -82 -82

Retention bonus 793 -793

Training bonus 144 -144

Tuition payment reimbursement 145 -145

Adviser Discretion Fund 0 -7 -7
Employment-related costs

Out-of-pocket education and training cost -145 0 -145

Out-of-pocket child care cost -187 0 -187

Out-of-pocket commuting cost 107 0 107
Measured net gain or net loss (net value) 2,074 1,479 3,553

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.
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Table 7.11 NDLP A-level subgroup: sensitivity tests of estimated net
gains to alternative assumptions, by accounting perspective
(in 2005-2006 pounds)

Sensitivity test Participants Exchequer Society

Base estimate 2,074 1,479 3,553

Alternative discount rate
2.0% 2,158 1,511 3,669
6.0% 1,944 1,426 3,370

Alternative earnings decay rate

40% decay 2,300 1,605 3,905
80% decay 1,941 1,408 3,349
20-year time horizon 2,348 1,208 3,556
5-year time horizon 1,643 1,587 3,230

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.

7.5.3 WTC group

Base-case findings

Table 7.12 presents estimates of ERA’s impacts on various outcomes that are used in conducting
the benefit-cost analysis of WTC recipients who participated in ERA. As in the case of the ND25+
and NDLP groups, a ten-year time horizon is used for the analysis. In keeping with the decline of the
WTC earnings impact estimates over the observation period, in computing the base-case estimates,
it is assumed that the earnings impact decays from its level during the last year of the observation
period by 17 per cent during each year of the projection period.

Findings from the base-case cost-benefit analysis for WTC recipients appear in Table 7.13. As will

be seen in section 7.6.2, programmes for low-wage workers that provide financial incentives often
increase the incomes of these workers, but have a negative effect on the Government’s budgetary
position. This pattern is observed in Table 7.13, which indicates that ERA produced small net

gains for programme participants from the WTC group, but that the programme’s effect on the
Exchequer’s budgetary position was negative and much larger in magnitude. Thus, society as a
whole suffered noticeable net losses. More specifically, while participants gained 16 pence for each
of the £1,457 that Jobcentre Plus expended on operating costs to run ERA, the Exchequer lost 26
pence per pound expended. Hence, society as a whole lost ten pence for every pound that Jobcentre
Plus expended on operating costs.

Although increases in hours and earnings appear to have resulted from ERA for participants from the
WTC group, this meant that they also paid more in taxes, commuting costs, and childcare costs and
received less in benefits payments that, together, more than offset their earnings gains. However,

a typical WTC participant also received over £700 in retention bonuses and over £200 in training
bonuses. Without these payments, the disposable income of the typical WTC participant would have
declined as a result of ERA instead of modestly increasing.
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Table 7.12 WTC: estimated impacts on financial outcomes during the
observation period, the projection period, and within ten years
after random assignment (in 2005-2006 pounds)

Observed and

Observed Projected projected
ERA Control Difference Projected Ten-year

Type of payment or cost (£) group group (impact) impact impact
Earnings and benefits

Earnings 30,675 29,781 893 677 1,571

Pension contributions 1,214 1,154 60 11 71
Taxes

Income taxes 2,649 2,457 192 90 282

Employee National Insurance contributions 1,685 1,581 104 51 155

Employer National Insurance contributions 1,915 1,797 118 58 176
Transfer payments

Jobseeker’s Allowance (with OPTIONS) 157 141 17 1 17

Income Support 892 916 =24 -4 -28

Incapacity Benefit 467 522 -54 0 -54

WTC 3,739 3,833 -94 -7 -101

Child Tax Credit 4,983 4,847 136 -522 -387

Housing Benefit 1,302 1,521 -219 -10 -229

Council Tax Benefit 945 1,088 -143 -3 -146
Employment-related costs

Out-of-pocket child care cost 856 565 291 0 291

Out-of-pocket commuting cost 2,018 1,382 635 0 635

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.
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Table 7.13 WTC: ten-year estimated benefits and costs, by accounting
perspective (in 2005-2006 pounds)

Type of payment or cost (£) Participants Exchequer Society

Earnings and benefits

Earnings 1,571 0 1,571
Employer National Insurance contributions 176 0 176
Pension contributions 71 0 71
Taxes
Income taxes -282 282 0
Employee National Insurance contributions -155 155 0
Employer National Insurance contributions -176 176 0
Indirect taxes -59 59 0

Transfer payments

Jobseeker’s Allowance (with OPTIONS) 17 -17 0
Income Support -28 28 0
Incapacity Benefit -54 54 0
WTC -101 101 0
Child Tax Credit -387 387 0
Housing Benefit -229 229 0
Council Tax Benefit -146 146 0
Programme operating costs
ERA operating costs 0 -1,457 -1,457
Non-ERA training expenditures 0 -809 -809
Programme-related payments to ERA participants
Emergency Discretion Fund 0 -60 -60
Retention bonus 721 -721 0
Training bonus 216 -216 0
Tuition payment reimbursement 172 -172 0
Adviser Discretion Fund 0 1 1
Employment-related costs
Out-of-pocket education and training cost -172 0 -172
Out-of-pocket child care cost -291 0 -291
Out-of-pocket commuting cost -635 0 -635
Measured net gain or net loss (net value) 230 -1,836 -1,606

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.

Relative to the two New Deal groups, providing ERA to WTC recipients was much more costly to
the Exchequer because of larger expenditures on bonus payments, much larger expenditures

on non-ERA training, and much larger operating costs. These costs were offset, but only in small
part, by increases in tax payments that were made by WTC recipients who participated in ERA and
reductions in their benefit payments.
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Table 7.13 implies that losses to the Exchequer resulting from ERA far exceed gains by WTC
participants, and, as a consequence, society as a whole is worse off. However, because WTC
participants have lower incomes than the average taxpayer, they are likely to value a given change
in income more highly. A considerable literature exists suggesting that this difference in marginal
utility should be dealt with in benefit-cost analysis by giving each pound of gain or loss by individuals
with relatively low incomes greater weight than each pound of gain or loss by persons with relatively
high incomes (see Boardman et al., 2011, Chapter 19, for a summary). For example, after examining
the relevant literature, one recent analysis provisionally suggests that the estimated ‘value for net
economic benefit per individual should be multiplied by a weight of 2.5’.1 If this weight is applied
to the net gains of WTC participants, they increase from £230 to £575. However, the estimate of the
net loss incurred by the Exchequer, £1,836, is still much larger than this weighted gain. Hence, ERA’s
estimated effect on society for WTC remains negative.

Table 7.13 indicates that although ERA resulted in a considerable increase in training expenditures by
both WTC recipients and the Government, the recipients were entirely reimbursed for their increased
expenditure of £172 by ERA’s tuition payment reimbursement provision.

Sensitivity analysis

Sensitivity findings for the WTC group are presented in Table 7.14. The table indicates, as expected,
that when either a two per cent or a six per cent discount rate replaces the 3.5 per cent discount
rate used in the base-case, rather trivial changes result for the net gains or losses from all three
perspectives. Hence, the base-case findings of a modest net gain in the incomes of participants and
the negative effect on the Exchequer’s budgetary position remain intact.

The findings for WTC participants also exhibit little sensitivity to assumptions concerning the decay
rate and the length of the time horizon.'*> However, the Exchequer’s estimated net loss displays
considerably greater sensitivity. Nonetheless, regardless of whether it is assumed that the decay

19 Fujiwara, 2010. The 2.5 weight is applicable to typical low-income participants in benefit
programmes. Of course, beneficiaries in different programmes differ from one another. Thus,
Fujiwara (p 61) notes that in order to use this weight, it is necessary to assume that one can
‘use the same welfare weight for all programmes’. However, the weight would need to be
almost eight for there to be a net gain for society as a whole. A weight of this size seems
implausible.

195 A perhaps surprising finding in Table 7.14 is that the estimated net benefits for WTC
participants become smaller as the time horizon becomes longer, although they do not shrink
by much. This occurs even though ERA’s positive impact on the earnings of WTC participants
is predicted to increase as the time horizon becomes longer. One reason is that as earnings
increase, the taxes that participants pay are also predicted to increase, and this offsets
part of the earnings increase. A more important factor is that while ERA’s estimated impact
on Child Tax Credit is positive for WTC participants when summed over the entire five-year
observation period (see Table 7.12), it becomes negative by the end of the period. This is due
to the structure of the Child Tax Credit - families with income up to £15,000 are eligible for
the maximum credit, but the credit decreases as earnings increase for families with greater
incomes. The income increases produced by ERA resulted in decreased Child Tax Credit in the
fifth year of the observation period. Hence, ERA’s impact on Child Tax Credit is predicted to
be negative during the projection period and to become more negative the longer the time
horizon and, thus, the projection period. In combination with the increase in taxes, the decline
in Child Tax Credit was sufficient to cause the estimated net income of WTC participants in ERA
to fall as the time horizon increased in length.
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rate is zero or 34 per cent or that the time horizon is 20 years or five years in length, the estimated
effect on the Exchequer’s budgetary position remains clearly negative and sizable in magnitude.
Thus, the conclusions from the base-case results for ERA for WTC participants appear robust to
various sensitivity tests.

Table 7.14 WTC: sensitivity tests of estimated net gains (or losses) to alternative
assumptions, by accounting perspective (in 2005-2006 pounds)

Sensitivity test Participants Exchequer Society

Base estimate 230 -1,836 -1,606

Alternative discount rate
2.0% 198 -1,759 -1,560
6.0% 274 -1,953 -1,679

Alternative earnings decay rate

0% decay 283 -1,451 -1,169
34% decay 188 -2,074 -1,885
20-year time horizon 188 -1,514 -1,326
5-year time horizon 229 -2,581 -2,353

SOURCES:  MDRC calculations from Work and Pensions Longitudinal Study employment and benefit receipt records, ERA 12-, 24- and
60-month customer surveys, DWP financial incentives data, DWP fiscal data, Advancement Support Adviser time diaries, and
published data.

NOTE: Rounding may cause slight discrepancies in calculating sums.

7.6 Assessing the cost-benefit findings

This section first summarises and compares the key findings from the separate cost-benefit analyses
conducted for each of ERA’s three target groups. It then attempts to provide some context for

the findings for ERA by reporting on findings from cost-benefit analyses of other welfare-to-work
programmes that were evaluated through random assignment. Because, as mentioned earlier, the
cost-benefit findings for ERA, like those for other programmes, are based on only those benefits and
costs that could readily be estimated in pounds, the section then explores the implications for the
findings of taking into consideration the omitted benefits and costs. The section concludes with a
discussion of some of the key limitations of the cost-benefit analysis.

7.6.1 Key findings

The base-case findings for the ND25+ group indicate that ERA resulted in net financial gains for both
participants and the Exchequer of £726 for each ERA participant and £1,816 for each participant,
respectively, and, hence, net gains of £2,542 for each participant for society as a whole. In contrast,
the estimated base-case net financial gains for participants in the WTC group, while positive,

were only £230 for each participant; and the estimated effects of ERA for the WTC group on the
Exchequer’s budgetary position and on society as a whole were negative and sizable, -£1,836

and -£1,606 for each participant, respectively. The base-case findings for the NDLP target group
indicate that ERA caused average net losses of £37 for participants, £124 for the Exchequer, and
£161 for society as a whole. These findings were largely driven by ERA’s impact on the earnings

of participants. Increases in earnings obviously directly increased the disposable income available
to ERA participants. They often also meant that participants were working more hours or more
regularly, thereby increasing their eligibility for ERA’s retention bonuses. Earnings improvements
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not only resulted in gains for programme participants, they also tended to improve the Exchequer’s
budgetary position by increasing the inflow of tax revenue from participants and reducing the
outflow of benefits payments to participants.

ERA seems to have resulted in earnings improvements for all three of its target groups during the
five-year period in which they could be directly observed. As suggested by comparing Tables 7.4, 7.7,
and 7.12, much of the variation in the base-case cost-benefit findings for the three target groups

is attributable to different assumptions as to whether these positive impacts on earnings would
continue beyond the observation period, and if they would, the rate at which the impacts would
decay. The earnings impact for the ND25+ group did not appear to diminish during this observation
period. Thus, in conducting the base-case cost-benefit analyses for this group, it was assumed that
the earnings impacts would continue at the level they were at in the final year of the observation
period during each of the remaining years of a ten-year time horizon (that is, over the next five
years). The earnings impacts for the WTC group did clearly diminish during the observation period.
However, although the estimated impacts on earnings for the WTC group were still positive at the
end of the period, they were small and statistically insignificant. Still, it seemed plausible that they
remained positive beyond the observation period. Thus, consistent with the decay that occurred
over the observation period for the WTC group, it was assumed that their earnings impacts would
diminish by 17 per cent over each of the five remaining years of the ten-year time horizon. In
contrast to the ND25+ and WTC groups, ERA’s impact on the earnings of the NDLP group appeared
to evaporate by the end of the observation period. Hence, in conducting the cost-benefit analysis
for this group, it was assumed there were no impacts on earnings beyond the five-year observation
period.

Because the base-case assumptions concerning the decay rate and time horizon for the ND25+ and
WTC groups are inevitably subject to some uncertainty, they were subjected to several sensitivity
tests. These sensitivity tests involved using alternative decay rates and time horizons in computing the
net gains or net losses resulting from ERA. The findings for the ND25+ and the WTC groups appeared
quite robust to these sensitivity tests - that is, there continued to be strong positive net gains in the
case of the ND25+ target group. The conclusion from the base-case that the disposable incomes of
WTC recipients were very modestly improved by ERA and that the Exchequer and society as a whole
were negatively affected by the participation of this group in ERA also appeared to stand up.

7.6.2 How cost-beneficial have other welfare-to-work programmes been?

Except for ERA, only limited information that relies on random assignment exists about the costs
and benefits of welfare-to-work programmes in the UK. However, there is a considerable body of
cost-benefit evidence for US welfare-to-work programmes that is based on random assignment
evaluations. The following discussion concentrates mostly on the evidence for lone parents, the
group that has been the focus of the majority of the US random assignment studies. Because the
design of US welfare-to-work programmes differs in important ways from ERA in the UK, as does

the context in which they operate, cost-benefit findings for these programmes are not directly
comparable with those for ERA. However, the US findings do, perhaps, provide a benchmark that can
be used in assessing the ERA cost-benefit results.

The US findings that are most pertinent to ERA in the UK come from the recently completed US
Employment Retention and Advancement project. Cost-benefit studies were conducted of three of
the 16 programmes that were tested by US ERA: one in Texas, one in Chicago, and one in Riverside,
California.’® In the case of the Texas programme, separate analyses were conducted for two sites:
Corpus Christi and Fort Worth. Similar to UK ERA, these three programmes emphasised retention

1% Redcross et al., 2010.
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and advancement after participants obtained jobs. Moreover, in addition to services, like UK ERA,

the programmes in Texas and Chicago (but not in Riverside) used financial incentives to help achieve
their objectives, and, like UK ERA, the programme in Texas tied these financial incentives to sustained
employment. All three programmes enrolled lone parents who were or had been on welfare.

Estimates of the total net gains (or losses) from the four cost-benefit studies appear in Table 7.15.
To enhance their comparability with the cost-benefit findings for UK ERA, these estimates were first
adjusted to 2006 dollars using the Consumer Price Index and then transformed into pounds using
the 2006 UK-US exchange rate, which averaged about $1.85 for each pound over the year.

As shown in Table 7.15, the three cost-benefit studies of US ERA programmes that provided financial
incentive resulted in net gains for participants and net losses for the Government. It is important

to emphasise, however, that cost-benefit analyses were not conducted of the remaining 13
programmes tested in the US ERA project, because they did not have positive statistically significant
effects on employment and earnings. (The US project evaluated a wide variety of retention and
advancement models, not a single model, as in the UK ERA demonstration). Moreover, the Houston
site of the Texas programme was also excluded because of a lack of positive effects on employment
and earnings that appeared to result from a weak implementation of the Texas ERA model. Thus,
the findings in the table are almost surely for the most cost-beneficial of the programmes tested in
the US ERA project.

Table 7.15 Estimates of net gains and losses by accounting perspective from
the US ERA project

Programme Participants (£) Government (£) Society (£)
Corpus Christi 1,866 -529 1,200
Fort Worth 1,666 -1,207 375
Chicago 1,789 -1,284 418
Riverside PASS 2,233 36 2,096

SOURCE:  Redcross, Deitch, and Farrell (2010).

Many more cost-benefit analyses have been conducted of welfare-to-work programmes that
focused on the pre-employment period than of those, like the US ERA and UK ERA programmes, that
emphasised the post-employment period. A recent meta-analysis (i.e., statistical synthesis) was
based on 50 such studies.'®” These 50 studies all relied on random assignment, and they all were

of mandatory welfare-to-work programmes run during the 1980s and 1990s. Of the 50 studies,

39 were of programmes that targeted lone parents on welfare, and 11 were of programmes that
targeted the mostly male, long-term unemployed heads of two-parent families on welfare. Just
over half of the 50 cost-benefit studies (28) found that participants were better off as a result of

the evaluated programmes, and a little over half (29) determined that the Government’s budgetary
position was improved. (Of the 11 programmes that targeted unemployed male heads, three
resulted in net gains from the participant perspective, and six had net gains from the Government
perspective.). However, only 14 found that the evaluated programmes produced net gains from both
perspectives, while eight concluded that there were net losses from both perspectives. (For the 11
programmes that targeted unemployed male heads, only one had net gains from both perspectives,
and three resulted in net losses from both perspectives.) Thus, mixed findings were typical.

197 Redcross et al., 2010.
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Table 7.16 presents the mean and median net gains and losses that are computed from the
estimates obtained from the 50 cost-benefit studies and are again converted into 2006 pounds.
As the table shows, when means are computed for those 50 studies, their standard deviations are
much larger than the means themselves, suggesting that there were some impressively successful
pre-employment welfare-to-work programmes and some notable failures. Indeed, the net gains
across the programmes ranged from a low of -£1,677 to a high of £6,982 from the participant
perspective, and from -£8,242 to £3,342 from the Government perspective.

Table 7.16 Summary statistics by accounting perspective for estimates of net
gains and losses from cost-benefit studies of 50 US welfare-to-work

programmes
Participants (£) Government (£) Society (£)

All studies (N = 50)

Mean 654 -397 276

Standard deviation 1,961 2,311 1,446

Median 123 53 278
Programmes with financial incentives (N = 12)

Mean 2,971 -2,614 301

Median 1,743 -2,697 278
Programmes without financial incentives (N = 38)

Mean -122 463 268

Median -86 276 256

SOURCES:  Adapted from Tables 3 and 4 of Greenberg and Cebulla (2008).

One key reason for the considerable variation in net gains and losses is that 12 of the cost-benefit
analyses were for programmes that tested financial incentives designed to encourage work, while
the remaining 38 were for programmes that did not test these incentives. However, only one of

the 11 studied programmes that targeted long-term unemployed males incorporated financial
incentives. As shown in the table, the findings for programmes with and without financial incentives
differed greatly. Specifically, and similarly to the finding for the US ERA project, programmes with
financial incentives tended to produce net gains for participants and net losses for the Government,
while the opposite was true for programmes without financial incentives. These findings occurred
because, by definition, financial incentives result in income being transferred from the Government
to programme participants. The same mechanism existed in the UK ERA programme, although

that programme’s financial incentives were more modest than those provided by some of the
programmes included in the meta-analysis. This may help explain why, with the exception of the
WTC target group (a group that did receive somewhat larger incentive payments), UK ERA did

not follow the pattern observed for US programmes with financial incentives. In this context, the
substantial positive results achieved for the ND25+ group from both the participant and Government
perspectives are especially noteworthy.

7.6.3 Assessing the omitted benefits and costs

So far, the cost-benefit analysis has focused only on those benefits and costs that can readily
be measured in pounds. Other potential benefits and costs have thus far not been considered.
These omitted benefits and costs are listed in Table 7.17, which also indicates the direction of
their anticipated effects from each perspective. The ‘third parties’ column in the table pertains to
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individuals other than ERA participants who might potentially be affected by ERA (e.g., workers who
compete in the labour market with ERA participants, taxpayers, and the general public). Not all the
omitted benefits and costs that might possibly have resulted from ERA are listed in Table 7.17, just
those that appear potentially important. This section examines whether consideration of each of the
listed items implies that the conclusions reached in Section 7.6.1 should be modified.

Table 7.17 Unmeasured benefits and costs

Type of benefit or cost Participants Exchequer Third parties Society
Loss of non-market time 0 0

Changes in health status ? 0 0 ?
Other changes in quality of life ? 0 0 ?
Changes in tax and benefit compliance costs 0 0

Changes in tax and benefit administration costs 0 ? 0 ?
Changes in National Health Service utilisation 0 ? 0 ?
Indirect effects on employment outcomes 0 -e

Changes in crime rate 0 +b +
Value placed on reductions in Income Support and

Jobseeker's Allowance rolls 0 0 +b +
Deadweight costs of taxation 0 0 +¢ +
NOTES: °Potential cost accruing to workers who compete in job markets with ERA participants.

®Potential benefit accruing to the general public.
Potential benefit or cost accruing to taxpayers.

Loss in non-market time. Tables 7.5, 7.8, and 7.13 indicate that ERA improved the earnings of
participants from all three ERA target groups. These earnings increases appear attributable to
improvements in the likelihood that they were employed and to increases in weekly hours of work,
rather than to higher hourly wage rates. The time that ERA participants gave up to increase their
employment and hours may have been of considerable value to those relinquishing it. Thus, this
lost non-market time is a cost to those who gave it up, although because they gave it up voluntarily,
the benefits to them of working more must have exceeded the value of their lost non-market time.
Thus, the net benefits to participants should remain positive once lost non-market time is taken into
account.

Lost non-market time is obviously difficult to value. Nonetheless, there is at least some previous
research that suggests that the value of this lost time is substantial, probably not less than a quarter
of the increase in disposable income obtained by affected families and quite likely more.'*® If one
assumes for illustrative purposes that the loss of non-market time should be valued at 25 per cent
of the increase in disposable income, then this would imply that the base-case estimates for ND25+
ERA participants should be reduced from £726 to £545, and the base-case estimate of social net
benefits for this group would fall from £2,542 to £2,361. Similarly, the base-case estimates for WTC
ERA participants should be reduced from £230 to £173, and the estimate of social net benefits for
this group would fall from -£1,606 to -£1,549. These changes are modest in magnitude and suggest
little reason to change the previous conclusions drawn for these two groups. Because the base-case
findings did not indicate that ERA resulted in an increase in disposable income for the NDLP group,
an illustrative estimate of the value of lost non-market time for this group is not provided.

1% Bell and Orr, 1994; Greenberg, 1997; and Greenberg and Robins, 2008.
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Changes in health status. It is possible that ERA had an effect on the health of some participants,
although this was not a direct motivation for ERA. These effects could be either negative (e.qg., if
the stress of working more hours or acquiring additional training aggravated a health problem)

or positive (e.g., if ERA helped participants obtain a better job). Moreover, there is evidence that
employment itself has positive effects on health,'*® and ERA increased employment among ND25+
participants. Thus, the health of this group might have improved as a result.

Some evidence on the effects of ERA on health status is provided by the customer survey that was
conducted five years after random assignment. Unfortunately, this information is limited to the two
lone parent target groups. The survey findings suggest that, if anything, ERA may have had a small
negative effect on health status. For example, 66.5 per cent of the NDLP control group, but only 64.6
per cent of the NDLP programme group, indicated that they were either in good health or in very
good health. The comparable responses for the WTC control and programme groups were 73.2 per
cent and 71.6 per cent, respectively. In addition, among NDLP sample members, 33.3 per cent of
controls, but 34.7 per cent of ERA participants, stated that they had a long-standing illness. Among
WTC sample members, 32.7 per cent of controls, but 34.3 per cent of the ERA participants, said that
they had a long-standing illness. Although these differences between the control and programme
groups seem small and none are statistically significant, they all point in the same direction. At the
least, they appear to suggest that ERA did not result in improvements in health.

Changes in quality of life. In addition to possibly influencing health status, ERA could have affected
participants’ quality of life in a variety of other ways. Some of these operate through ERA’s effects
on work - for example, increased hours of work might be stressful and unpleasant, or they could
improve one’s self-esteem or outlook on life. The interaction with ERA advisers might also have
affected the quality of life of participants.

The year 5 survey again provides some information on the effects of ERA on quality of life for the
NDLP and WTC target groups, although in this case, the questions are necessarily rather subjective.
As in the case of health status, the findings again suggest a possible negative effect, or at least

the likely absence of a positive effect. For example, 62 per cent of the NDLP control group ,but only
57.6 per cent of the NDLP programme group, and 71.1 per cent of the WTC control group, but only
66.6 per cent of the WTC programme group, replied that they were either satisfied or very satisfied
with their life. Similarly, 68.7 per cent of the NDLP control group, but only 66.4 per cent of the NDLP
programme group, stated that they felt positive or very positive about themselves. However, slightly
more members of the WTC programme group, than the WTC control group felt positive or very
positive about themselves - 73.7 per cent versus 72.1 per cent. Moreover, 66 per cent of the NDLP
control group, but only 64.1 per cent of the NDLP programme group, and 56.2 per cent of the WTC
control group, but only 55 per cent of the WTC programme group, indicated that they spent a lot

of time worrying about things. Thus, the findings suggest that ERA’s effects on different measures
of the quality of life are mixed, with the strongest and most negative effect being the one on life
satisfaction. While the last four differences are not statistically significant at conventional levels, the
first two are, but only marginally at the ten per cent level.

Changes in tax and benefit compliance costs. ERA caused some Income Support and Jobseeker’s
Allowance benefit participants to exit the rolls. It also caused some participants to become entitled
to new benefits, especially the ERA retention bonus. In addition, members of the ND25+ group who
would not have worked in the absence of ERA became subject to income tax and National Insurance
Contributions. Moreover, in order to receive retention bonuses, workers had to provide evidence

to their ERA advisers that they worked full time for at least 13 months during a 17-month period.

All of this took time and effort, and may have been stressful. To some extent, various changes in

199 Fujiwara, 2010.
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entitlements and liabilities tend to offset one other; but the biggest costs to ERA participants are
likely to have been one-off costs associated with moving into a new situation, rather than continuing
costs of being in any particular position. Indeed, change in general is more likely to increase than
reduce costs to those affected by the change. The evidence presented above that ERA may have

a negative effect on the health status of NDLP and WTC participants and possibly on their life
satisfaction is consistent with this possibility, although it seems unlikely that this cost is very large.

Changes in use of the National Health Service (NHS). ERA could potentially either increase or
decrease use of the NHS, resulting, respectively, in decreases or increases in programme net benefits
from the perspective of the Exchequer. For example, the use of the NHS could have increased if, as
discussed above, ERA had a negative effect on individuals’ health status. Alternatively, it could have
decreased if those participants who worked more as a result of ERA felt less need or simply had less
time to avail themselves of the NHS. The five-year customer survey suggests, in fact, that ERA may
not have had much effect on NHS use. According to the survey, the NDLP and WTC programme and
control groups had a similar number of contacts (i.e., number of talks) with doctors during the three
months prior to the survey - an average of 2.5 contacts for the NDLP programme group and 2.3
contacts for the NDLP control group, and an average of 2.0 contacts for the WTC programme group
and 2.1 contacts for the WTC control group.

Changes in tax and benefits administration costs. As discussed above, ERA’s effects on the
benefits payments to which people were entitled and the taxes for which they were liable could
potentially have changed the cost to individuals of claiming their entitlements or complying with
their obligations. Those same changes also have implications for the cost to the Government of
administering the tax and benefits system: processing claim forms, sending out payments, issuing
tax codes, and so on. As with the costs to individuals, ERA had many offsetting effects on these
administrative costs, and it is not clear whether the overall effect on the net benefits of ERA was
positive or negative. Nonetheless, they seem unlikely to be large. This is partially because they
tend to be offsetting and partially because, if measured on a per-participant basis, the size of

the individual components of administrative costs is likely to be small. To illustrate this last point,
consider the Income Support programme. The Government’s annual savings in administrative costs
from removing someone from the Income Support rolls is about £40, or a little over £3 a month.2®
During the five years after random assignment, a typical NDLP claimant was off the Income
Support rolls for a little less than a month as a result of participating in ERA. Thus, the savings in
administrative costs was around £3 per ERA participant.

Indirect effect of employment outcomes. As previously mentioned, much of the impact of ERA

on the earnings of the ND25+ target group seems to have resulted from the programme’s impact
on their likelihood of working (rather than from effects on advancement). Some of this additional
employment might have come at the expense of others competing for the same jobs. This effect,
which is often called a ‘substitution effect’, is unlikely to be permanent because the number of jobs
available is not fixed, and firms would eventually expand production to absorb the increase in labour
supply. In the short run, however, the increased competition for jobs could have made a difference,
particularly during recessionary periods or in areas where unemployment was high.

While the possibility of substitution effects resulting from ERA seems much more germane to the
ND25+ target group than to the two lone parent groups, there is relatively little evidence upon
which to base a judgment as to the size of the effect engendered by ERA participants from this
group. However, there has been a recent study of displacement caused by a program in the UK
that provided fiscal incentives and job counselling to unemployment persons receiving disability

200 Greenberg and Davis, 2007.
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payments.2! The study used econometric tools and a plausible methodological approach to
estimate the magnitude of the program’s substitution effect; the findings are consistent with the
possibility of a small short-run effect in some geographic areas. However, while the treatment was
somewhat similar to that used in ERA, the programme focused on helping out-of-work individuals
enter employment, rather than on aiding persons who were already working. In addition to the
study just described, five other econometrically-based studies of substitution effects that focus on
training programmes in Sweden are available. All of these studies found that the substitution effect
resulting from such programmes is small or non-existent.?°> However, a somewhat similar 2001
study of training programmes in East Germany did find evidence of sizable substitution effects.?%
Overall, it seems likely that ERA resulted in no more than small short-run substitution effects, and
then only for workers who competed for jobs with the ND25+ target group.

Changes in the crime rate. If ERA increases the incomes of participants, it might also decrease
criminal activities among ERA participants. Indeed, there is considerable evidence that is consistent
with this possibility.2%* Daniel Fujiwara suggests a method that can be used to provide rough order
of magnitude estimates of the monetary value of this effect.?®> In applying Fujiwara’s procedure,
this discussion focuses on the ND25+ target group, because ERA resulted in much larger increases
in the disposable income of this group than that of the two lone parent target groups and because,
as mentioned by Fujiwara, 86 per cent of those arrested in the UK in 2004 were men. Thus, ERA’s
effects on crime reduction should be much larger for this group than for the other two groups.

Based on findings from a US study,?*® Fujiwara suggests first multiplying the percentage increase in
income resulting from a programme by 0.6 to obtain an estimate of the percentage point decrease
in the probability of committing a crime. ERA increased the disposable income of the ND25+

group by about two per cent,?°” implying a reduction of 1.2 percentage points in the probability

of committing a crime. Fujiwara then suggests multiplying this figure by £26, his estimate of the
reduction in cost of property crime resulting from a one percentage point reduction in the probability
of committing a crime by an average individual aged 25 and above. Doing this implies that the
savings per member of the ND25+ group would be £31 (1.2 x £26). As mentioned above, the

effects on the two lone parent groups would likely be far smaller. Fujiwara acknowledges that his
procedure is subject to many limitations. For example, it misses savings from reductions in crimes
other than property crimes, and it relies on a study that uses data from the US rather than the UK.2%®
Nonetheless, the estimate for ND25+ participants suggests that the benefits from ERA that result
from reductions in crime are likely to be rather minor.

Value placed on reductions in the Income Support and Jobseeker’s Allowance rolls. In general, ERA
appears to have had positive effects on employment and on the number of months participants
were off benefits, especially for the ND25+ target group. If the general public values reductions

in Jobseeker’s Allowance rolls and increases in employment in and of itself - that is, beyond any
tax savings they may receive - then this was a benefit of the programme, albeit one that is very

201 Adam et al., 2008.
202 These studies are reviewed by Greenberg et al., 2010.
203 This study is also reviewed by Greenberg et al., 2010.

204 See Fujiwara, 2010, who summarises evidence from various studies that indicate that
increases in income reduce the crime rate.

205 Fujiwara, 2010.
206 Grogger, 1997.

207 This calculation is based on information on the control group reported in Table 7.4 and on the
increase in disposable income reported in Table 7.5.

208 Grogger, 1997.
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difficult to measure. This benefit could accrue to friends and relatives of the individuals concerned
or to members of the general public pleased to read about it in the newspapers. Although there is
virtually no evidence that can be used to assess the possible importance of this benefit, it should be
borne in mind that ERA’s impacts on employment and benefits receipt were rather modest, even for
the ND25+ group, and thus perhaps not sufficiently dramatic to evoke much of a response among
the public.

Deadweight cost of taxation. Table 7.5 indicates that ERA for the ND25+ target group improves the
Government’s budgetary position. If this ultimately were to result in correspondingly lower taxes,
economic distortions that are caused by taxes would be reduced. For instance, taxes on earnings
reduce incentives to work, and taxes on investment reduce incentives to invest. These distortions
(usually called ‘deadweight losses’ or ‘excess burden’ by economists) result in losses in economic
efficiency. Thus, the possibility of reducing deadweight losses in the case of the ND25+ group by
using Exchequer savings to cut tax rates (or equivalently, to increase valuable public spending
without the need for additional distortionary taxes) is a potentially important addition to the net
benefits of ERA. On the other hand, as shown in Table 7.13, ERA for the WTC target group seemed to
worsen the Government’s budgetary position, suggesting that it would increase the need for taxes
and, hence, costs resulting from deadweight losses.

Determining the size of the effect of ERA on deadweight losses requires an estimate of the
efficiency savings if taxes are reduced by one pound, an estimate that is sometimes referred to

as the ‘marginal excess tax burden’ (METB). The value of this variable can be multiplied by the
Government’s net gains or net losses to determine the social cost of Exchequer finance (SOCEF)
resulting from ERA - that is, the value of an increase or a decrease in deadweight losses. Based on

a recent review of the relevant literature, one author suggests that .2 is a reasonable value to use
for the METB.2%° Using this value and the base-case estimates reported in Tables 7.5, 7.8, and 7.13
implies that the SOCEF is £363 for ND25+ ERA participants, -£25 for NDLP participants, and -£367 for
WTC participants. Thus, the changes in deadweight resulting from ERA increase the social net gains
for the ND25+ group from £2,542 to £2,905, increase the social net loss for the NDLP group from
-£161 to -£186, and increase the social net loss for the WTC group from -£1,606 to -£1,973. None
of these changes are large relative to the originally estimated net social gains and losses and none
appear to warrant modifying the earlier conclusions about the effects of ERA on society as a whole -
that is, that they were positive for the ND25+ group and negative for the NDLP and WTC groups.

To summarise, none of the costs and benefits that were omitted from the formal cost-benefit
analysis appear likely to change an estimated net gain in the formal analysis into a net loss, or
vice-versa. Indeed, most seem likely to be relatively small in magnitude. Hence, the conclusions
implied by the base-case estimates appear robust to consideration of the omitted costs and
benefits. Perhaps the greatest uncertainty concerns possible effects on health and the quality of
life that resulted from ERA. This uncertainty occurs because the existence of such effects is difficult
to establish, let alone value in pounds. Nonetheless, as discussed above, an attempt was made

to see whether such effects existed, and the results suggest that ERA probably did not result in
improvements in either health or the quality of life. Substitution effects may possibly also be of
some importance in the case of ERA for ND25+ participants, but probably only in the short run.

209 Fujiwara, 2010.
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7.6.4 Limitations

The cost-benefit analyses that have been presented in this chapter are subject to three potential
major limitations:

+ some of the estimates of impacts that are used in determining benefits and costs may not be
accurate,

+ anumber of potential benefits and costs were omitted from the analysis, and

+ because ERA’s impacts can be observed for only five years, the cost-benefit analysis must rely on
predictions of impacts that occur beyond this point.

As indicated in Table 7.2, data from the customer survey were used in estimating some of ERA’s
benefit and cost components. Unfortunately, after the first year following random assignment,
survey data were collected only for a small and apparently unrepresentative subgroup of the full
ND25+ sample (those who were randomly assigned in the four-month period from December
2003 to March 2004). In addition, as discussed in Chapter 2, there is also some indication that the
survey data are subject to response bias. Fortunately, the most important of the problems with the
customer survey data were avoided by using data from the Work and Pensions Longitudinal Study
to estimate earnings impacts and impacts on Jobseeker’s Allowance and Income Support. While
the survey was the only available source of data for estimating ERA’s impacts on Incapacity Benefit,
WTC payments, Child Tax Credit, non-ERA training expenditures, and out-of-pocket employment
costs, it is nonetheless important to keep in mind that these impact estimates play a much less
important role in the cost-benefit analyses than the estimates of ERA’s impact on earnings.

The benefits and costs that were omitted from the cost-benefit analysis are listed in Table 7.17,
and their likely magnitude is assessed in the previous subsection. None of the omitted cost-benefit
components appear likely to overturn the conclusions summarised near the beginning of this
section.

An important source of uncertainty in the cost-benefit findings resulted from the need to project
ERA’s impacts beyond the period over which they could be directly observed. However, it was
possible to reduce this uncertainty to a considerable degree by making alternative assumptions in
conducting these projections and determining whether the findings were robust to these alternative
assumptions. Overall, they appeared to be very robust.
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8 Conclusions

When the Employment Retention and Advancement (ERA) programme was being designed about
ten years ago, US and Canadian randomised experiments had shown that job placement assistance
and financial work incentives could each increase employment rates and earnings among non-
employed recipients of cash welfare benefits. In addition, some evidence suggested that combining
job services and incentives might produce larger and longer-lasting effects. Interest was also
growing in strategies to build occupational skills, in recognition that workers with more human
capital would enjoy much better opportunities for advancement.

These findings helped shape the theory and design of the ERA model and its multi-component
approach. ERA was premised on the idea that coupling incentives for sustained full-time
employment with continuing staff efforts to educate and support low-income workers regarding
steps they could take to stay employed and move on to better positions would be more effective
than either incentives or in-work job coaching alone. In addition, recognising that occupational
skills training could help participants qualify for better jobs, the model incorporated financial
incentives to encourage them to enrol in and complete approved training courses. It also required
that programme staff assist with referrals and approve training courses that participants selected.
Funds were made available to cover tuition costs for those courses and to help workers deal with
emergencies that could cause them to lose their jobs (e.g., short-term childcare or transport crises).

The ERA study is thus a test of a comprehensive strategy to promote employment retention and
advancement. But although its design was informed by theory and by empirical evidence, little of
that evidence came from interventions that included extensive job coaching and advancement
support after people began working. Consequently, ERA, like similar demonstration programmes in
the US, was charting new territory.

The findings presented in this final report and from related experiments in the US underscore how
difficult it is for labour market programmes to improve low-income adults’ employment retention
and advancement in work. Many innovative and carefully tested approaches have produced
relatively few of the hoped-for effects. Over five years, ERA in the UK had no lasting overall effects
for lone parents in the New Deal for Lone Parents (NDLP) and Working Tax Credit (WTC) target
groups. Similarly, although three models tested in the ERA demonstration in the US achieved
important positive effects, nine of the 12 models were not successful.

In the case of lone parents in the UK, it is noteworthy that ERA boosted their performance soon after
their entry into the programme. This may be important, because as government policy has sought to
get more lone parents on benefits working, and although it has expanded work search requirements,
it has not required or strongly encouraged them to seek full-time employment. ERA showed that
lone parents could be helped to enter full-time work sooner and to earn more than they would have
otherwise. ERA also generated longer-lasting positive impacts for unemployed lone parents (in the
NDLP group) who were better educated when they entered the programme. These patterns suggest
that ERA’s strategies offer something for future government policy to learn from and build on as it
strives to deepen lone parents’ involvement in work.

More importantly, UK ERA produced substantial positive results for long-term unemployed men in
the New Deal 25 Plus (ND25+) target group, who are traditionally the most difficult-to-help group
apart from people who are receiving out-of-work disability benefits (whose ranks many of the
ND25+ group joined before ERA was completed). These gains were enough to generate a net saving
for the Government’s budget for that group. They are not a large group overall, but they remain an
intractable and costly challenge for the Government. These findings suggest at least a basis for a
new policy of in-work support and outreach that could provide important benefits to people who are
returning to work as well as to public funds.
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This concluding chapter reviews the major findings and lessons from the ERA experiment. In doing
so, it offers a number of observations about the populations ERA tried to help, some insights on
why ERA might have been more effective for some groups than others, and some ideas for how the
model might be strengthened. An Afterword, which follows this chapter, offers some reflections

on the distinctive features of the ERA demonstration as a randomised control trial, an innovative
piloting strategy, and the centerpiece of a transatlantic learning exchange with the goal of building
evaluation capacity.

8.1 Lessons about the target populations from the control
groups’ experiences

+ In the absence of ERA, how difficult was it for the target populations to remain employed and
advance over the five years of follow-up?

In general, very little data exist on the long-term labour market experiences of low-income groups
in the UK. Consequently, when ERA was designed, it was expected that the groups targeted would
struggle to remain employed and advance, but by how much and in what ways were unclear.
ERA’s findings on the control groups help refine the picture for at least three important segments
of the low-income population, and these findings may be useful in their own right for designing
future government programmes to reduce overall poverty and child poverty through work-focused
interventions.

For the ERA evaluation, the control group data were used to determine how well the types of people
who enrolled in ERA would have performed in the labour market over a five-year period if they

had not received any help from ERA. These patterns thus serve as benchmarks for assessing the
success of ERA. They show the normal outcome levels that ERA had to surpass to be considered
effective. They also provide some context for answering the question: In retrospect, how much was
a programme like ERA warranted? In other words, how serious were the problems of employment
retention and advancement it was trying to address for the people it enrolled?

The control group patterns show that those problems were indeed substantial, especially for

the long-term-unemployed members of the ND25+ target group, which was made up mostly of
men 25 years of age or older. Importantly, as long-term benefit claimants, because this group

was mandated to participate in the New Deal welfare-to-work programme, they may have been
less committed to working than the lone parent groups and also had to contend with more work
impediments. As expected, this group struggled the most. For example, according to administrative
records data, just over half (55 per cent) of the ND25+ controls had worked at all during the five-
year follow-up period, and on average, they worked only about 13 out of the 60 months in that
period (about 22 per cent of the time), despite their participation in the New Deal programme. Their
earnings also remained low, averaging only £3,591 for each control group member in the final year
of follow-up and £10,438 for each person who ever worked in that year.

Lone parents in the WTC control group performed best. This is not surprising, as they were already
working between 16 and 29 hours per week and receiving WTC payments when they entered the
study. They were not involved with Jobcentre Plus or the New Deal and were recruited from lists

of eligible tax credit recipients. They had to come to Jobcentre Plus offices only for the purpose of
applying to be in the demonstration. Qualitative data suggest that many of them were especially
attracted by the programme’s offer to help them gain access to training. Thus, they were a more
self-selected and highly motivated group than the two New Deal groups. This helps explain why
their employment retention remained comparatively high throughout the follow-up period.
Nonetheless, this group still experienced considerable job loss. On average, the WTC controls worked
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38 out of 60 months (or 64 per cent of the time), and their earnings levels remained relatively low,
averaging only about £8,401 for each control group member in the final year of follow-up and
£11,246 for each person who ever worked in that year.

Unemployed lone parents in the NDLP control group were receiving Income Support and were not
working or were working less than 16 hours per week when they enrolled in the study. (This target
group most resembles the lone parents receiving Temporary Assistance for Needy Families, or TANF -
the ‘welfare’ population - in the US, although the NDLP control group’s participation in the New Deal
welfare-to-work programme was entirely voluntary.) The labour market performance of the NDLP
control group fell in between that of the ND25+ and WTC control groups (although it was closer to
the WTC group’s performance). Most NDLP controls (79 per cent) worked at some point during the
five-year follow-up period, but on average, they worked only about 25 out of the 60 months (42 per
cent of the time), indicating that they experienced substantial job turnover. Moreover, their earnings
levels remained low, averaging in the final follow-up year only about £5,033 overall and £9,496 per
person who ever worked in that year.

Within each of the three control groups, average earnings actually grew over time, even though
annual employment rates held steady or declined somewhat. Some of this earnings growth can

be attributed to cost-of-living increases among those with jobs, but the magnitude of the earnings
increases suggests that some advancement occurred as well (e.g., in the form of more hours worked
per week, more weeks worked, and/or higher wages), even in the absence of ERA.

In summary, the experiences of the control groups make it clear that although some advancement
occurred naturally, it was not widespread or particularly large. In general, the three control groups
generally saw limited gains in the absence of ERA over the course of the evaluation. Overall, these
findings help to confirm the rationale behind the ERA intervention.

+ Inthe absence of ERA, how much did the target groups continue to rely on transfer benefits
during the five years of follow-up?

The control groups’ reliance on various welfare benefits and tax credits changed substantially during
the five-year follow-up period. Lone parents in the NDLP target group experienced the biggest
changes. All were recipients of Income Support at the time of random assignment, yet by the end of
the five-year follow-up period, only about 29 per cent were receiving this benefit. Some undoubtedly
exited Income Support as their children aged out of eligibility. Some married or partnered and no
longer needed support. Some may have also left the rolls as they worked more and began receiving
WTC payments. Indeed, by the end of the follow-up period, 42 per cent of the NDLP controls were
receiving WTC (which requires working at least 16 hours per week). Nearly half (47 per cent) were
receiving Housing Benefit at that time.

Among the controls in the WTC group, although all were receiving the tax credit when they entered
the study, just over half (54 per cent) were receiving it by the final survey interview - a substantial
decline. About 18 per cent were receiving Housing Benefit.

Among the ND25+ controls, although all were receiving Jobseeker’s Allowance at the beginning

of the study, only 31 per cent were receiving it at the end. At the same time, receipt of Incapacity
Benefit grew from two per cent to 15 per cent. (Data are not available on WTC and Housing Benefit
for this group because they were not included in the later survey waves.)

The fact that each group’s use of the main transfers they were receiving when they entered the
study fell sharply over the subsequent five years illustrates that ‘long-term dependency’ on those
particular transfers was not the norm. Still, most controls did not earn enough money to become
‘free and clear’ of benefits. This, too, helps validate the continuing policy importance of trying to
address advancement in work.
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« In the absence of ERA, how much post-employment assistance did the target populations
receive?

ERA intended to add a new set of incentives and services to the normal provision of welfare-to-work
assistance that Jobcentre Plus offered through the New Deal programme. This meant that once New
Deal participants were placed into jobs, and as long as they were working, they were expected to
have little additional formal contact with Jobcentre Plus concerning employment issues. Jobcentre
Plus made no regular provision for staff other than those assigned to ERA to provide continuing
in-work job coaching. Nor did it offer ERA-like incentives.?’® However, New Deal Personal Advisers
could make referrals in some cases to training activities, and, of course, participants could enrol
themselves in training courses or other employment-related activities at any time during or after
their tenure in the New Deal programme. Recipients of the WTC did not normally have access to
Jobcentre Plus Personal Advisers, so any alternative services they received in the absence of ERA
would have been self-initiated.

Given that post-employment services were not a focus of the Government’s welfare-to-work
policies, ERA’s designers expected that receipt of such services by the ERA target groups in the
absence of ERA would be rather limited. But they could not know this for certain at the time.

The evaluation’s survey data reveal that, indeed, employed members of the control group were
substantially less likely to receive in-work advisory support through Jobcentre Plus than employed
members of the ERA group. For example, as Chapter 3 showed, within the first two years after
random assignment, 19 per cent of NDLP controls had received any help or advice from Jobcentre
Plus staff on retention or advancement issues while employed. Although this was somewhat higher
than expected, it was well below the 61 per cent rate for the programme group. The control group’s
rates of engagement were much lower for those in the ND25+ and WTC target groups (12 per

cent and seven per cent, respectively). Furthermore, much of the post-employment support that
Jobcentre Plus staff provided to the controls was provided informally and, at best, episodically, not
as part of a continuing advisory relationship.

More surprising were the high rates at which controls engaged in training activities while they were
employed - and especially while working full time. For example, as Chapter 4 showed, among all
NDLP controls, 56 per cent took an education or training course within the first two years after
random assignment, and 44 per cent of those who had worked full time during that period reported
taking a course while working. The rates among the WTC controls were even higher, at 60 and 55
per cent, respectively. Part-time workers in each control group also took up training, but at much
lower rates. (The data on ND25+ controls are less reliable, but indications are that these individuals
received less training while employed than did the two lone parent groups.)

These and other findings on the control groups indicate that many ERA participants who worked and
took training courses would have done so even in the absence of ERA. Many would have pursued at
least some skills-building for advancement on their own. Still, ERA increased training rates for the
programme group beyond those levels, especially for the WTC group. However, that increase was
relative to a high control group benchmark and was not nearly as large as the increase in the receipt
of post-employment advancement assistance from advisers.

210 A different DWP pilot study explored the use of in-work credits - another form of employment
retention incentives - for lone parents in several Jobcentre Plus districts, but the areas and
samples did not overlap those involved in the ERA evaluation while the ERA programme was
operating. See Pritchard, 2011.
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8.2 Lessons about the ERA intervention

It is important to keep in mind that the ERA intervention varied in some ways across the target
groups. For the two New Deal target groups, the evaluation tested the effects of attaching a two-
year post-employment component to the existing New Deal welfare-to-work programme. ERA
participants thus began ERA as New Deal participants, receiving a pre-employment treatment that
was similar to what the control group received. The main difference was that the programme group
was informed of ERA’s post-employment incentives and support while participating in the New
Deal, providing them with further encouragement to work (particularly full time) and to think about
their longer-term goals. But both the programme and control groups received similar job placement
assistance from advisers. In contrast, for the WTC group, which was already employed at the start,
ERA was not attached to the New Deal. It was an entirely post-employment intervention, and
neither the ERA group nor the control group was otherwise involved with Jobcentre Plus when they
enrolled in the study.

Given these very different starting points and differences in the types of people who made up each
of the target populations, the demonstration’s designers recognised that ERA’s effects might differ
across the three groups. This turned out to be the case.

* For whom did ERA work best?

Comparing the experiences of the controls in each of the three target groups (as previously
described) makes it clear that the ND25+ group had the most difficulty working and advancing in the
absence of ERA. However, ERA had its strongest results overall for this group. In fact, it was the only
group to experience sustained positive earnings impacts in each of the four tax years in the follow-
up period. This resulted in a cumulative four-year earnings gain of £1,481, or an increase of almost
12 per cent above the control group mean (see Table 8.1).21* ERA reduced this group’s reliance on
Jobseeker’s Allowance over five years by £426, or about six per cent relative to the controls. These
effects were substantial enough to help generate positive benefit-cost results. The estimated gain
to participants (in the form of a net present value estimate over a ten-year time horizon) was £726.
To the Exchequer, it was £1,816 for each participant. From the perspective of society as a whole
(the combination of estimates for the other two perspectives), it was £2,542 for each participant. Or
to state the findings differently, the cost to the Government of operating ERA for the ND25+ group
was £603 for each participant, and every £1 the Government invested in ERA yielded an extra £1.20
in income for participants and £4.01 in net savings for the Exchequer.?*? The results for the ND25+
group are also noteworthy because very little else is known about what works to help this group
(partly because there is an absence of reliable evaluation evidence).

In contrast, ERA had no sustained positive earnings impacts for the WTC group, even though it was
the least disadvantaged of the three target groups and had the best programme group outcomes.
This group had most fully embraced ERA and, because its members had no need for New Deal pre-
employment services, they were eligible to receive the maximum of 33 months of in-work support
along with the two-year incentives offer. ERA had its biggest impacts on training receipt for this
group, and, overall, the Government spent more on this group than on the two New Deal groups.
Nonetheless, ERA produced no last impacts on the WTC group’s earnings. It did generate earnings

211 See also Chowdry and Sianesi, 2011, and Goodman and Sianesi, 2007, for an analysis
suggesting that ERA’s impacts may have been even larger for the ND25+ group had more
individuals enrolled who could have participated in the evaluation.

212 See Chapter 7 for an explanation of the calculations behind these estimates. The estimates

were subjected to sensitivity tests, including assumptions of shorter and longer time horizons,
and the general pattern of results did not change.
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gains while the programme was operating, but these effects subsequently faded away. The cost-
benefit analysis reveals little net economic gain to participants, and it estimates a net loss to the
Government’s budget. ERA for this group proved not to be a good economic investment.

Table 8.1 Summary of ERA’s impact and cost-benefit results, by target group

A. Impacts
ERA Control Difference
Target group and outcome measure group group (impact) P-value
NDLP
Average earnings during 2005-2006 tax year (£) 3,862 3,554 308 ** 8.7
Average four-year earnings during 2005-2009 tax years (£) 17,280 16,742 538 32
Ever worked, years 1-5 (%) 79.0 79.0 -0.1 -0.1
Average number of months employed, years 1-5 25.1 25.0 0.0 0.1
Average total amount of benefitsa received (£), years 1-5° 9,349 9,848 -499 ** -5.1
WTC
Average earnings during 2005-2006 tax year (£) 7,069 6,667 402 ** 6.0
Average four-year earnings during 2005-2009 tax years (£) 30,615 29,695 921 3.1
Ever worked, years 1-5 (%) 88.1 86.8 1.3 1.5
Average number of months employed, years 1-5 38.5 38.3 0.2 0.4
Average total amount of benefitsa received (£), years 1-5° 1,190 1,149 40 3.5
ND25+
Average earnings during 2005-2006 tax year (£) 3,070 2,758 312 ** 11.3
Average four-year earnings during 2005-2009 tax years (£) 14,162 12,681 1,481 ** 11.7
Ever worked, years 1-5 (%) 57.3 55.1 22 % 4.0
Average number of months employed, years 1-5 14.3 13.2 1.1 * 8.4
Average total amount of benefitsa received (£), years 1-5° 7,067 7,493 -426 -5.7

B. Cost-benefit results
Net present value (£)

Target group Participants Exchequer Society
NDLP -37 -124 -161
WTC 230 -1,836 -1,606
ND25+ 726 1,816 2,542

SOURCES:  MDRC calculations from Tables 4.1, 4.2, 6.1, 7.5, 7.8, and 7.13.

NOTE: 9Benefits refers to Income Support for NDLP customers, a combination of Income Support and Jobseeker’s Allowance for
WTC customers, and Jobseeker’s Allowance for ND25+ customers.

Similarly, the NDLP target group experienced positive earnings gains early on that faded over time.
ERA did cause some reductions in receipt of Income Support and other benefits. However, according
to the cost-benefit analysis, these and other effects were not large enough to generate an overall
economic gain for participants or a non-trivial return on the Government’s investment.
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But this is not the whole story. Further analysis of the NDLP group presented in Chapter 5 reveals
that ERA’s effects were not uniform across different types of lone parents within that target group.
One noteworthy finding - given the Government’s steps over the last decade to expand work
requirements to lone parents with younger and younger children - is that ERA produced a large
positive earnings gain for NDLP lone parents whose children were five- or six-years-old at the time
they entered the study. This is the age at which those children were beginning school - an important
point of transition in family life - and ERA’s incentives and supports may have helped convince some
of those parents, who would now have more time free of caring responsibilities, to pursue full-time
work.?13

Also striking is the variation in impacts according to parents’ levels of educational qualifications
when they entered the study. ERA had no lasting impacts on employment, earnings, or benefits
for those without any secondary school qualifications or for those with only a General Certificate
of Secondary Education (GCSE). In contrast, it had substantial and longer-lasting effects for those
with Advanced-level (A-level) qualifications.?** For example, for that subgroup, ERA produced a
cumulative four-year earnings impact of £3,537, representing a 16 per cent increase relative to the
mean earnings of control group members with A-level qualifications (see Table 8.2). It also reduced
their reliance on welfare benefits and generated positive cost-benefit results as well. In fact, the
cost-benefit analysis found that ERA had positive results from all three perspectives for the A-level
subgroup: it produced a net gain in disposable income for these participants, net savings for the
Exchequer, and a net benefit for society as a whole.

Table 8.2 ERA’s impact and cost-benefit results for the NDLP subgroup with
A-level qualifications, at the time of random assignment

A. Impacts
ERA Control Difference

Outcome measure group group (impact) P-value
Average earnings during 2005-2006 tax year (£) 5,851 5,051 800 ** 3.2
Average four-year earnings during 2005-2009 tax years (£) 26,383 22,845 3,537 ** 15.5
Ever worked, years 1-5 (%) 84.6 80.8 3.8 * 5.2
Average number of months employed, years 1-5 303 27.2 3.1 11.5
Average total amount of Income Support received (£) years 1-5 7,102 7,992 -890 * -11.1

B. Cost-benefit results
Net present value (£)
Participants Exchequer Society

2,074 1,479 3,553

SOURCES:  MDRC calculations from Tables 5.3, 5.4, and 7.11. Some calculations are not displayed.

213 Parents with children in that age group were not subject to a work requirement during the
period of the ERA programme, but they would be subject to such a mandate under the current
coalition Government’s 2011 welfare reform bill.

214 Participants who have GCSE qualifications have passed a series of examinations in a variety of
subjects, usually taken at age 15 or 16. Participants with A-level qualifications have passed a
series of more advanced examinations usually taken around age 18 or older. Those with no
qualifications have completed neither series of examinations.
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The reasons for the better results for the A-level subgroup are not obvious. Of course, compared with
the full-sample analyses, subgroup analyses run a higher risk that particular results are a statistical
aberration. But if the differential in impacts is true, it seems not to be driven by other measurable
background characteristics associated with educational qualifications, because the pattern persists
even after statistically controlling for other characteristics. It also seems unlikely to reflect simply
differences across the educational subgroups in the likelihood of receiving in-work assistance from
ERA, because those differences were small.

Alternatively, one might speculate that participants with A-level qualifications might have been in

a relatively better position to respond to ERA’s push to work full time (which drove much of ERA’s
early impacts on earnings for lone-parents) and to advance. Having entered the programme with
no recent work experience (like all NDLP participants), but with more human capital than those
with lower qualifications, perhaps they were more interested in full-time work, more likely to qualify
for better jobs (which were likely to be full time), and more capable of overcoming potential work
impediments that might otherwise have held them back (e.g., childcare responsibilities or transport
problems). Perhaps ERA’s incentives and support encouraged them to act on their interests more
than they would have in the absence of the programme, and being more skilled already, they

had more success. (There is no evidence that ERA raised their actual skill levels.) In short, this
‘unemployed-but-more-skilled’ subgroup may have had a greater ‘reserve capacity’ to succeed in
work that ERA effectively tapped. In contrast, perhaps ERA’s offer of incentives and support was not
enough to motivate or help those with lower qualifications to pursue full-time work (which generally
imposed more complicated childcare burdens on lone parents) more than they would have without
the programme’s intervention, or to qualify for better jobs than they otherwise could have got.

ERA did not produce positive effects for the WTC lone parents with A-level qualifications. This

may be because, despite similar educational levels, A-level lone parents in the WTC sample were
already working when they entered the study. They were thus enrolled in ERA already more intent
on pursuing (and keeping) full-time jobs and advancing and were more able to do so even without
ERA. Indeed, it is noteworthy that WTC controls with A-level qualifications earned 50 per cent

more over the four years of follow-up than did the controls in the NDLP A-level subgroup (£34,575
versus £22,845), a difference that was driven by the WTC controls having more consistent work and
more full-time work. Clearly, A-level participants in the WTC group had more earnings capacity and
deeper attachment to the labour force from the start than did their NDLP A-level counterparts. The
incentives and kinds of advancement-related assistance that ERA offered were simply not enough to
help them accomplish more than they could have accomplished on their own.

In general, perhaps the NDLP A-level group’s combination of being unemployed when they first
encountered ERA and having more human capital may help explain why they experienced positive
impacts while their A-level counterparts in the WTC sample did not. It would be valuable for future
studies to try to test this idea further.

The analysis for the ND25+ target group finds that ERA’s positive effects were spread across
educational subgroups, including, but not limited to, the A-level group.?*> Why did ERA increase
earnings among ND25+ participants with lower qualifications but not among NDLP participants
with lower qualifications? Part of the reason may be that the long-term unemployed men had a
less difficult choice to make than lone parents about full-time versus part-time work because they
were not encumbered by childcare considerations. Whereas educational qualifications might have
differentiated lone parents’ interest in and capacity for full-time work, the long-term unemployed
men who sought work were generally inclined to work full time, regardless of their educational

215 The subgroup analysis found that the earnings impacts across the three qualification levels
were not statistically significantly different from each other.
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level.?2¢ Their educational qualifications might have mattered less in shaping their interest in or
ability to work full time. Consequently, long-term unemployed men with lower qualifications were
perhaps no less open to or no less able to respond to ERA’s efforts to encourage and reward full-
time employment than were those with higher qualifications.

Another striking finding concerns the differences in ERA’s impacts for ethnic minorities versus whites
within the two lone parent samples. Within the NDLP sample, ethnic minority participants appear

to have experienced bigger increases in the average number of months employed and in average
earnings, and larger reductions in the duration and amount of Income Support received. A similar
pattern is evident in the WTC sample. Not all of these estimates are statistically significant (within
and across subgroup categories). However, taken as a whole, the general pattern of findings from
the two independent samples suggests that ERA may have benefited ethnic minority lone parents
more than white lone parents.

Why would this be? In this regard, it is worth noting that, although ethnic minority lone parents in
the control group had average earnings similar to those of their white control group counterparts,
they were less likely to work and remained on benefits longer. Perhaps the ethnic minority subgroup,
compared with the white subgroup, included more people whose labour force participation was
lower for reasons having to do, at least in part, with lower expectations about their opportunities to
find work or to take on full-time work, rather than less interest in or capacity for work. It may be that
for the programme group, ERA’s financial incentives and extra encouragement and support helped
to counteract those lower expectations, which may have been holding back some minority lone
parents. This may be a topic worth further exploration.

Finally, it is worth noting that although the impacts for the ND25+ target group were by no means
transformative, they were substantial in percentage terms, and they appeared to be widespread.
The study found no clear pattern of statistically significant differences in impacts across a

broad range of subgroup categories. Rather, it found some positive effects (although not always
statistically significant) for most subgroup categories and no instances where the differences in
impacts across categories were themselves statistically significant. The programme even appears to
have helped some ND25+ participants who faced substantial barriers to employment and were least
likely to work at the start of the study to remain employed or advance on their own.

These results for the long-term unemployed men, along with the findings that ERA produced at
least short-term earnings gains for the NDLP and WTC lone parent groups overall and more lasting
effects for certain NDLP subgroups, suggest that ERA offers strategies to build on in designing future
initiatives to improve employment retention and advancement among low-income groups. Perhaps
there are ways to make these strategies stronger.

« Why did ERA achieve better results overall for long-term unemployed men than for lone parents?

Although speculative, part of the answer may have to do with the fact that the ND25+ group was
required to participate in the New Deal welfare-to-work programme, unlike the lone parents, who
were volunteers for the New Deal (in the case of the NDLP group) or were already working (in the
case of the WTC group). This distinction meant that the ND25+ group (relative to the lone parents)
may have included more individuals who - even if they wanted to work - had less confidence in
their ability to find and hold on to steady work. They may have also believed (probably correctly)
that they were less attractive to employers because of their long-term unemployment and other
impediments.

216 For example, 71 per cent of ND25+ participants who were working when interviewed for the
two-year survey were working at least 30 hours per week (Miller et al., 2008). In contrast, only
46 per cent of NDLP participants who were working at the time of that survey were working at
least 30 hours per week (Riccio et al., 2008.)
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Perhaps ERA was effective for such individuals (and, hence, the target group as a whole) because
it addressed these constraints better than the regular New Deal programme for long-term
unemployed individuals. For example, at the initial pre-employment stage, ERA’s unique financial
incentives may have given them more reason than the regular programme to pursue work despite
their lower expectations or confidence; in other words, it may have counteracted factors that
were holding back some men in this group. Furthermore, they could readily take on full-time work
because they generally had no childcare responsibilities. And because ERA’s incentives and staff
support continued after participants entered work, the programme may have helped them stay
employed longer (as suggested by the positive impact on duration of participants’ first jobs).

In contrast, NDLP and WTC lone parents from the start may have had higher expectations about
working, but greater hesitancy about working full time. If they were to work (even with the help of
the regular New Deal programme), they were more likely to work part time, in large part because

of their family responsibilities. As Chapter 4 showed, ERA’s incentives and adviser support changed
this in the short term to some extent, by getting more lone parents to pursue full-time work. But this
effect dissipated after the programme ended as more controls worked full time as well. Thus, for
the lone parents, ERA may have helped address shorter-term attitudes towards full-time work more
than it affected other factors that shaped their longer-term work trajectories; whereas for some
participants in the generally more disadvantaged ND25+ group, it may have addressed longer-term
impediments arising from their lower expectations, confidence, and, perhaps, desire to work.

+ Did the way local staff implemented ERA’s in-work support component influence the
programme’s degree of effectiveness?

One way to address this question is to compare ERA’s impacts across districts and local offices,
where different staff operated the programmme under different local conditions and, undoubtedly,
with somewhat varying approaches. Table 8.3 summarises the results across districts for the
NDLP and ND25+ groups. (For the WTC group, the sample sizes within districts other than the East
Midlands were too small to permit reliable district-level impact estimates.)

The table reveals some important variations. In several districts, there were moderate or large
cumulative effects on earnings and other outcome measures, while in other districts there was
little impact. Scotland had the largest effects for the ND25+ group, and North West England had
the largest effects for the NDLP group. Wales had the worst effects for the ND25+ group; its ERA
programme appears to have produced a large (though not statistically significant) reduction in
earnings for the programme group. As Chapter 6 explained, this negative impact seems largely
owing to serious understaffing early on in ERA for the programme group, so that the control group
actually received more intensive New Deal job placement assistance. This resulted in quicker job
entry rates for the control group than for the ERA group. This support appears to have allowed
the control group to achieve a lasting earnings advantage; there is little evidence that ERA’s post-
employment components had a depressing effect on the programme group’s earnings.

Importantly, the overall ranking of districts according to the magnitude of their impacts is not

the same for each of these target groups, suggesting that there is no overall ‘district effect’.
Furthermore, the process study was not able to distinguish major differences in staff practices that
might account for the overall pattern of differences in district-level results. Nor are the differences
explained by variation in the performance of the control group - in other words, it is not the case
that the larger impacts tended to be in districts where the control group had the lower outcomes
and thereby left more room for improvement.?!’

217 Cross-district differences in control group outcomes can capture important differences in
the types of people enrolled in the sample, the availability of alternative services, and/or
differences in labour market conditions.



242 Conclusions

(Panuiuod)

%99 629 70T 86T 6¢ST G¥9°'T az1s ajdwps
8¢9 16L- w C6C'T- %76 (85~ G€E9- (19pdw) 10Ul
768, ' 67101 0606 90811 L2L'6 dnoub 101u0)
44%] 1€9°7 1688 7816 7211 2606 dnoub vy3
G-T SIDA ‘s3ydUaQ JO JUNOWID (D10} dbDIAAY
[4 9€9 €617 698- GeEET 06 (120dw) dusIRHIA
€0L91 919/1 G/8'ST 87591 178/ 62291 dnoub jonuo)
S0L9T 76781 899°/1 659°G1T 95161 61€91 dnoub y¥3
(3) sipak x03 6007-500¢ Buunp sbuiuips JpaA-inoy sbpisay
oLY 109 e €68 €e1- LT ¥11 (3oodwi) duaiagia
18%'c L09°€ 6re's 41°N3 078‘¢ 0Lg'e dnoub jo13u0)
166°€ 807" ey 625‘€ iy €8Y'e dnoib vy3
(3) 409K X031 900Z-500¢ Bunp sbuluipa aboiany
o VE- 90 wxx 9'E r'o- zo- 80- (1opdwi) dusseyIa
L'8C LT R4 L57C §'Ce 19¢ dnoub j013u0)
€'6C €8¢ WA ST €' € dnoub vy3
H G-T SID3A ‘pakojdwia syuow Jo Jaquinu abpiany
we 1'9- z1- wxx C9 L0- L0- 70- (1opdwi) SdusseId
6°/L8 S48 6'6L 8'8L gL L'8L dnoib j0i3u0)
6’18 €¢e8 098 1'8. 7'eL 7'8L dnoub vy3
1 G-T SI09K ‘(%) pakojdwia Jang
d1dN
S9IDAA puUD}102S pupibuy pupibuly uopuoT SpUDIpIA 1503 2INspaW dW021n0 pub dnoib 16|
159M Y1ON 15D3 Y1ION

dnoub 336103 pup 1oL3SIp Aq ‘saiNSDAW 3W0IN0 Pa3Idas uo syondwi s,yy3 €8 3qpL



243

Conclusions

‘SJlouloisnd

+GZAN 40} 92UDMOT|Y SJD4D3SQO[ PUD ‘SISLI0ISND I A 40} SDUDMOI]Y S1%29SqO PUD 1oddNg SWODU] JO UOIDUIGUUIOD D ‘SISWI0ISND dTAN 404 Hoddng awiodu] 0 sia)al Ssiyaudg, ‘310N

“paAD]dSIp 30U 24D SUOIIDINIIDD BUIOS “TT°/ PUD “7°G “€°G S3IGD] W4 SUOIIDINIDI DYAW  STDUNOS

SIS (S8 LSST 88 619°T 11%'1 9215 91dwps
o T1T°T s 619- wun 98- SSI- 8Y- w 1€8- (3opdwi) dUBIBKIg
S0€9 06T, 080°L 8689 8168 7589, dnoub jonuo)
915, 115 8179 7919 08%‘8 1289 dnoub vy3

b G-T SIDaA ‘s3ydUaQ JO JUNOWID |10} dbDIAAY
06S°C- A T4 L69 614 L8T'T « 9¥8T (3opdw) 33usialIa
(42N 7/G8TT 72801 1211 €61°71 67971 dnoib jouo)
15501 07891 12511 o%L'LT 08€‘cT %71%'ST dnoub y¥3

il (3) sipak x01 6007-500¢ Bulnp sbuiuips JpaA-inoy sbpisay
« 988- o L9/ gee 1€1- 6€C o 091 (3oodwi) duaiagia
7ET'E 89.°C 697°C €68°c 96¢°C 950°¢ dnoub jo13u0)
8%7'T 9€Se 709°C L' 9€5°C L18°¢€ dnoib vy3

} + (3) 4094 XxD1 900Z-500¢ Bbunp sbuluina aboiany
e A S 71 L0- 90 « 8T (190dwi) 82usiayIq
9%l L'T1 0¢t S91 811 L571 dnoib j0i3u0)
Sl e€qt 7'el 8¢l Sl 791 dnoub yy3

1 G-T sipak ‘pakojduis syjuow jo Jaquunu sbpisay
0¢- o U8 Tl €e- 97 g€ (190dwi) 82uUsiayIq
8'89 949 LTS 0%9 9Ly €09 dnoib joi3u0)
8'GS L9 8¢S L09 €09 49 dnoib vy3

G-T SI09K ‘(%) pakojdwia Jang

+SCZAN

S9IDAA puUD}102S pupibuy pupibuly uopuoT SpUDIpIA 1503 2INspaW dW021n0 pub dnoib 16|

159M Y1ON 15D3 Y1ION

panunuo) €' 3qol



244  Conclusions

It may be difficult to explain variations in performance across districts partly because districts are
large conglomerations of local offices, and ERA practices, types of customers, and local context
could vary substantially across offices within a given district. Therefore, as reported in Chapter 5, an
attempt was made to explore more closely the variation in results across local Jobcentre Plus offices,
using the NDLP sample, to learn more about the possible relationship between implementation
practices and ERA’s impacts.?®

That analysis suggests that certain practices may have indeed mattered, at least to some degree.
For example, after controlling for differences across offices in important participant characteristics
and various office-level features, offices with stronger implementation of in-work advancement
support from advisers (relative to any such support received by controls outside of ERA) tended to
produce somewhat larger positive impacts on employment rates and somewhat larger reductions in
benefits receipt.?’ In other words, it was not simply a matter of ‘whom’ the local ERA office served
that determined its effects, but, rather, how much the office delivered advancement-related support
to their participants who were working. Their success in marketing the employment retention
bonuses may have also contributed independently to more positive impacts, as the next section
discusses.

« How important were ERA’s financial incentives in producing the positive effects that were
observed, and why did they not produce larger overall effects?

An important question is how much ERA’s financial incentives - especially its work retention

bonus, which offered participants £400 every three months for two years for sustaining full-time
employment - contributed to any positive labour market effects that were observed. Unfortunately,
it is not possible to answer this question definitively. By design, ERA’s incentives were bound up with
the provision of advancement-related support. For example, programme advisers were expected

to remind participants about the incentives offer when they discussed job search or advancement-
related options and efforts. Moreover, the programme required that participants who earned
retention bonuses pick up their bonus checks in person from their ERA advisers. Thus, the bonus
checks were partly intended to function as inducements for participants to have continued contact
and discussions with their ERA advisers about advancement.

Although these design features make it difficult to disentangle definitively the influence of incentives
from adviser assistance, some patterns in the data lend some support to the idea that the incentives
did matter. For example, ERA’s early impacts on earnings for the two lone parent groups (and for

the NDLP A-level subgroup) were driven primarily by increases in full-time work - a pattern that

lines up with the condition that had to be met to receive the employment bonus. In addition, the
office-level analysis showed that, controlling for other factors, offices where more participants

were aware of the retention bonus (perhaps because marketing was better) tended to have larger
impacts on employment rates and bigger reductions in Income Support. But the cross-office analysis
also indicated that more in-work advancement support from advisers was correlated with larger
office-level impacts, so it is difficult to conclude that any positive effects were caused only by the
incentives.

218 This analysis could not be done for the ND25+ group because of the lack of adequate survey
data, or for the WTC group because of very small sample sizes for that group in most offices.

219 As discussed in Chapter 5, the variation in ERA’s impacts on earnings across offices is not
statistically significant. Thus, the cross-office analysis does not focus on earnings.
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Even if ERA’s incentives component was important, why did it not produce larger and more
widespread impacts for the lone parent groups, given the more positive effects observed for
incentives in some other welfare-to-work programmes in the US and Canada???° On this question,
one can only speculate. Perhaps the size of the rewards was too small to overcome the reasons
some lone parents had for not working full time or for sustaining full-time work, including, possibly,
an anticipated loss of welfare benefits or a desire to limit work to focus more on family life. Or,
perhaps the incentives were paid too infrequently to have a strong motivating effect on those who
were not already inclined to work full time. This is a topic worthy of further investigation.

« What were the strengths and limitations of ERA’s in-work adviser support component?

The ERA demonstration has shown that it is feasible to attach a post-employment component to
the New Deal welfare-to-work programme and operate it out of Jobcentre Plus. However, as the
evaluation’s process analysis found, this was a complicated endeavour. Among other things, it called
for implementing an advancement-focused intervention within an institution that gave top priority
to maximising job entries and had clear placement targets. The normal Jobcentre Plus reward
structure offered few rewards or benchmarks to encourage staff to help their customers to remain
in work or advance. In this sense, ERA was an awkward fit within Jobcentre Plus. This was a defining
impediment for ERA, especially during the first year of the programme’s implementation, although
Department for Work and Pensions (DWP) and the districts made impressive strides in addressing
the problem over time.

Adviser skill sets were another problem. Understandably, because ERA was a major departure
from the regular New Deal programme for which advisers were trained, many were ill prepared

to deliver a compelling advancement-focused intervention. For example, advancement goals
raised fundamental issues that line staff and programme managers did not confront as New Deal
Personal Advisers, including the question of what constitutes ‘advancement’. Creating benchmarks
to assess line staff performance against advancement goals and equipping staff with techniques
that could achieve positive advancement outcomes was not easy. In some cases these challenges
were magnified by the young age of many advisers; many had not experienced much career
advancement themselves, and some had worked little outside Jobcentre Plus.

Another limitation may have been that staff were not expected to be deeply knowledgeable about
the most productive career pathways available in the labour market or about employers’ needs

for particular types of skills. Advisers were best prepared to offer general support, encouragement,
and advice to ERA participants on possible ways to advance, while marketing the programme’s
incentives as an additional inducement. Most did not bring to the job a deep labour market expertise
that might have added value to their advancement-related guidance.

+ Why did ERA’s impacts on training not lead to better labour market outcomes?

A striking finding from the ERA evaluation is the disconnect between impacts on training receipt and
impacts on labour-market outcomes. For example, although ERA caused a large increase in training
receipt for the WTC target group, it did not improve that group’s earnings or other employment
outcomes; thus, the training had no pay-off in the labour market, at least within the available
follow-up period. Conversely, for the NDLP A-level subgroup, ERA produced a substantial impact on
earnings, but no effect on that group’s receipt of training; thus, that group’s earnings gains most
likely came from some combination of the programme’s adviser support and employment retention
bonuses. This also appears true for the ND25+ sample. Overall, these patterns suggest that ERA’s
approach to increasing training - i.e., offering tuition assistance and incentives for completing
approved training and making referrals to training courses - did not work.

220 Although the effects of these incentive programmes also tended to decline over time, some
produced a net gain over the follow-up period in total cumulative earnings (Michalopoulos, 2005).
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The problem may have been that many participants would have taken training courses even in the
absence of ERA (as the control group results show), and those additional participants who took
training only because of ERA may not have been well positioned to benefit from it. Perhaps they
enrolled in training courses that did not have much market value for career advancement, or they
were not able to find job opportunities in which they could apply their new skills. Furthermore, they
may not have received good training guidance from ERA. For example, the programme’s advisers
were expected to try to accommodate participants’ own training interests rather than to steer them
towards what may have been the most productive training choices - that is, training for jobs for
which there was employer demand and opportunity for advancement. In some cases (as a separate
ERA evaluation report on training showed)??}, the training options participants chose were not
directly occupationally relevant. Some may even have been undertaken as part of a hobby or out

of general interest. But most were occupationally relevant, and even in those cases advisers were
not especially well prepared to help participants translate the new skills they acquired into better
employment opportunities. Participants’ training interests were wide ranging, and advisers could
offer little special expertise regarding any particular occupational sectors. Perhaps preparing advisers
to provide more occupationally specific advice and guidance to participants on training and career
opportunities within a more limited and clearly defined range of promising occupational sectors

- and helping advisers establish more direct relationships with employers who hire within those
sectors - might have helped boost the effectiveness of ERA’s training component.??2

« How do the results of ERA compare with those of related programmes in the US?

Viewed through a wide lens, the results of the ERA evaluation in the US support the findings of the
UK ERA evaluation in demonstrating the difficult challenge of improving employment retention

and advancement among low-income groups. In the US, as previously mentioned, nine of the 12
different retention and advancement models tested did not help participants achieve earnings
beyond what control group members were able to attain on their own with the existing services
and supports available in their local communities. However, three US ERA programmes, each of
which served a distinct population, generated positive effects on labour market outcomes. One

(in Riverside, California) served working lone parents who had recently exited the welfare rolls
(TANF); a second programme served unemployed lone parents receiving welfare (in two cities in
Texas); and a third programme served lone parents who were working (at very low wages) while
receiving welfare (in Chicago, Illinois). Each of these programmes offered some form of adviser help
with advancement issues, along with other types of assistance, including, in one case, financial
incentives for sustained employment, and, in another case, more direct job development assistance
in particular occupational areas. All three programmes produced increases in participants’ earnings
over a three-to-four year follow-up period (see Chapter 1). Although not dramatic, these effects,
like those produced by UK ERA, offer at least some evidence that employment retention and
advancement programmes can make a difference for certain groups and are something on which to
build.

Of the three US programmes mentioned here, the Texas ERA programme was the most similar
to UK ERA, in that it was the only one that offered financial incentives tied to sustained full-time
employment.??* These incentives took the form of a monthly bonus of $200 for working at least

221 Hendra et al., 2011.

222 Arecent US-based study by Public/Private Ventures points to the effectiveness of demand-
driven, sectoral training (Macguire, 2010). MDRC is currently evaluating a new programme
called ‘WorkAdvance’, which will incorporate a similar strategy, along with ERA-like post-
employment services.

223 The UK ERA and Texas ERA models are compared in Lundquist and Homonoff, 2010.



Conclusions 247

30 hours per week, and they were offered in addition to other pre- and post-employment services.
Taking into account exchange rates, the bonus was roughly similar in generosity to the UK ERA
employment retention bonus, although it was paid more frequently.

In the city of Corpus Christi, the Texas ERA programme had consistent effects on employment
retention and earnings. In that site, the programme increased average annual earnings by
approximately 15 per cent relative to control group earnings. Moreover, the largest impacts (18 per
cent) occurred in the fourth and final year of follow up. This suggests that the programme’s effects
may continue in the longer term. The Texas ERA programme in Fort Worth also produced earnings
gains, but the effects were concentrated in the second and third years of follow up. In that city,
ERA increased earnings in the third year by 17 per cent compared with the control group level. The
implementation of ERA in Fort Worth started out weak and improved over time, which may have
diluted the strength of the observed impacts because many programme group members were part
of an early cohort of participants who completed the programme before implementation had fully
improved. ERA was also implemented in Houston, Texas. However, the evaluation’s process study
found that the programme there was poorly implemented, and it did not achieve impacts on labour
market outcomes.

« What implications do the ERA findings have for the current Government’s welfare-to-work
reforms?

The earlier sections of this chapter that focused on the experiences of the control groups over the
five-year follow-up period make it clear that employment retention and advancement remain
difficult challenges for many of the low-income people DWP serves. ERA was designed to address
those challenges, but its success was mixed. For some groups, ERA caused employment and
earnings to increase more than they would have without the programme - in some cases, by a lot -
and it also yielded some positive cost-benefit results, both for participants and the Treasury. But for
other groups, ERA did not improve participants’ economic outcomes, and the Government’s budget
incurred a net loss.

These results suggest that ERA, in the form it was designed and delivered in the demonstration, is
not appropriate for across-the-board replication and scaling up. At best, the evidence would offer

a basis for a more limited, targeted scaling up. For example, taking a benefit-cost perspective, the
analysis suggests that scaling up might be justified for the ND25+ target group. Although the results
for the NDLP A-level subgroup are impressive, without further confirmation they do not carry the
same level of certainty as the full-group effects, and from a practical or political standpoint, it may
be difficult to target assistance on the basis of qualifications. At the same time, the A-level results do
raise important questions about the extent to which the potential for some groups to benefit from
work incentives and in-work adviser support depends on their educational qualifications. This issue
deserves further investigation.

More generally, the evidence suggests that ERA’s strategies, although uneven in their effects, clearly
hold some promise. In particular, future efforts to promote employment retention and advancement
should consider testing whether certain changes in the design and delivery of ERA’s incentives and
in-work support and in the types of skills required of advisers could help sustain and increase the
programme’s early impacts for unemployed and part-time employed lone parents (which faded
after the programme ended). They could also increase the magnitude of the effects (which were
sustained) for long-term unemployed men. In addition, ERA increased training completion for some
groups without producing subsequent labour market gains, while it produced positive labour market
effects for other groups without increasing training. This suggests that it is important to re-think how
to deliver training in the context of a programme like ERA that aims to promote advancement and
improve incomes by building occupational skills.
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Afterword

Reflections on UK evaluation and piloting practices

The Employment Retention and Advancement (ERA) demonstration was an experiment in evidence-
based policymaking of a kind unfamiliar in the UK, at least on such a large scale. The idea for it grew
out of several years of learning exchanges that MDRC helped organise with HM Treasury and the
Rockefeller Foundation on welfare-to-work and employment policies, and on improving evaluation
practices and evidence-based policymaking. Treasury officials had identified a need to strengthen
evaluation capacity in the UK and hoped to learn from, and build on, advances in the US, particularly
in the ability to conduct large-scale randomised trials in social policy. While the UK is no stranger to
randomised trials, their use in the past had been limited to small-scale trials, such as tests of rival
interventions in penal reform. Out of these exchanges grew interest in launching a large-scale British
randomised trial focused on issues of employment retention and advancement, which, at the time,
were of growing concern to welfare reformers in both countries. After several years of exploration
and design work involving British and American experts, the Treasury allocated funding for the ERA
demonstration in the UK, which paralleled the US project of the same name.

« The ERA demonstration versus traditional pilots

Traditionally, many UK social pilots have tested policies to which the Government has already
made a commitment and have tended to use evaluation methods that rely on area comparisons.
Such pilots typically build evidence during an early roll-out period in a limited number of areas and
compare the results with similar areas yet to benefit from the new policy. The main aim of such
comparisons is typically to help the Government improve a policy before it is rolled out nationally.
However, there is less tradition of testing a new policy idea before a commitment is made, having
a long-enough follow-up period to draw proper conclusions about its effectiveness, or using an
evaluation method that provides a conclusive verdict on the effects -intended and unintended - of
the new policy.??* The ERA demonstration stands out in that regard, addressing these three issues:

1. it tested an idea that the Government had not yet committed to incorporating into national
policy; rather, that decision was to be informed by the evaluation results, in a kind of ‘try before
you buy’ approach;

2. it committed to a five-year follow-up period; and

3. it would use a randomised control trial that would test and provide conclusive evidence of the
programme’s effectiveness.

As it turned out, had the Government invested in ERA as a full-scale national policy without having
mounted this rigorous test of its effectiveness in advance, that investment would not have achieved
all the hoped-for positive results. The overall findings show that ERA produced important positive
effects on certain labour market outcomes for some participants and under some circumstances.
In addition, in some cases, it produced a positive return on the Government’s investment. But it

did not succeed broadly for all the target groups. Thus, the evidence does not support a wholesale
replication and scaling up of the programme in the form in which it operated for all target groups in
the demonstration.

224 See Jowell, R., 2003.
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+ The scope of the evaluation

The ERA evaluation itself was also distinctive. Its design, comprehensiveness, scale, and length

of follow-up period were all departures from usual evaluation practices. When it was launched, it
was, by far, the largest randomised control trial ever undertaken to test a social policy in the UK,
and its success as a social experiment was not at all guaranteed. Indeed, in its early design phase
many concerns were raised about whether such a large-scale trial was feasible, and considerable
unease was expressed about random assignment and the likely responses of people assigned to the
control group. Although important operational challenges were encountered along the way, the fact
that over 16,000 individuals were successfully randomly assigned across six regions of the UK and
58 local offices, nearly without incident is a testament to the feasibility of conducting large-scale
randomised trials in the UK.?% It is worth adding that all this was achieved using existing resources
within Jobcentre Plus.

Having a relatively long follow-up period also proved essential. It allowed the evaluation to
determine that ERA’s early large positive labour market effects for lone parents faded, falling in
value below significant levels, although with longer-lasting effects for certain subgroups, such as
unemployed, but better-educated, lone parents. Disappointingly, too, the early impacts on training
for the Working Tax Credit (WTC) group never translated into subsequent labour market gains. In
contrast, the smaller but significant benefits experienced by the long-term unemployed men were
largely sustained over five years. Had the follow-up period ended, say, after only two years, very
different - and incorrect - conclusions about ERA’s effectiveness would have been reached.

+ A transatlantic partnership

As Chapter 1 noted, the ERA evaluation involved a unique US-UK partnership. MDRC was the lead
evaluation contractor, but it worked closely with four UK organisations: the Policy Studies Institute,
the Institute for Fiscal Studies, the National Institute of Economic and Social Research, and the
Office for National Statistics. This arrangement reflected the important ‘technology transfer’ goal
of the initiative. The demonstration was intended not only to produce a rigorous field test of the
ERA model, but also to serve as a vehicle for UK researchers within the evaluation consortium,
along with researchers and project leaders within the Department for Work and Pensions (DWP), to
learn evaluation practices from an American organisation with deep expertise in conducting large-
scale randomised trials. With this goal in mind, the US and UK partners worked hand-in-hand on
all aspects of the project. For example, they collaborated on the design of the ERA model; on the
provision of training and technical assistance to Jobcentre Plus line staff on ERA’s strategies and
evaluation procedures; on the establishment of random assignment protocols and procedures;

on the collection, processing, and analysis of administrative records and survey data; on the
execution of analyses within each strand of the evaluation (process, impact, cost-benefit, and
non-experimental analyses); and on the preparation of evaluation reports. After the launch of ERA,
and drawing on experiences acquired in that project, DWP planned a number of other possible
randomised trials of innovative pilots, attesting to the growing capacity in the UK to apply this
rigorous method of social policy evaluation.

225 Walker et al., 2006.
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A special grant from the Rockefeller Foundation helped make possible the UK-US learning exchange
built around ERA. These resources, with supplementary funding from the British Consulate, allowed
the evaluation partners and DWP to bring together from time to time British and American
administrators, managers, and front-line staff from organisations that were operating retention
and advancement programmes in the US and the UK for common training and peer learning. The
Rockefeller Foundation resources also supported dissemination in the US of research findings from
UK ERA and dissemination in the UK of evaluation findings from the US projects.

This partnership was beneficial to evidence-building for both the US and the UK. UK ERA became an
important part of a portfolio of MDRC projects focused on employment retention and advancement,
and it created special learning opportunities relevant to US policymaking. In part, it provided an
additional location and context for learning about similar strategies that were being tried in the US;
in other cases it provided an opportunity to test a different approach for achieving similar goals. In
these ways, the US-UK learning exchange benefited evidence-building in both countries.
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Appendix A
Data sources, weighting, and
survey response bias

This appendix describes a variety of technical details about the data and process used to create
outcomes for the Employment Retention and Advancement (ERA) final impacts report. Specifically, it
discusses the quality and coverage of the administrative and survey data used in this report as well
as the strategy used to weight impacts in this report compared with previous reports. As discussed in
this appendix, improvements in the coverage of administrative records and concerns about response
bias in the wave 3 (five-year) survey resulted in more emphasis on administrative records as a data
source for measuring economic impacts in this report, compared with earlier reports about the UK
ERA demonstration.

A.l Data sources

This section of the appendix describes the results of quality checks performed on the administrative
records used to measure earnings outcomes. This report places more emphasis on administrative
records than has been the case in previous reports about the ERA demonstration. Past reports
made less use of administrative records because of concerns related to under-reporting among two
segments: (1) those who never received public benefits (for the most part affecting the Working
Tax Credit (WTC) group) and (2) part-time workers. The results shown in this appendix support the
decision to make more extensive use of administrative records.

Al.1 Administrative records for the WTC group

For the WTC group, outcomes from Her Majesty’s Revenue and Customs (HMRC) employment and
earnings administrative records are included in this report (unlike previous reports). In the previous
reports, HMRC data were made available only for those sample members who were currently, or
had previously been, Department for Work and Pensions (DWP) customers. There was concern that
this could adversely affect the impact estimates for the WTC group, as unlike the New Deal for Lone
Parents (NDLP) and New Deal 25 Plus (ND25+) groups, some WTC recipients may never have been
DWP customers. However, for this report, data were made available for all WTC recipients, regardless
of their benefits history. The final report uses HMRC administrative records for all three target groups,
and these records have been analysed to determine the data’s appropriateness for measuring the
effects of ERA. Results of this analysis are described below.

A.l1.2 Employment rates from the survey versus administrative records

Survey respondents were asked about their current employment status as well as their employment
status since random assignment. This latter question, specifically, asked respondents to recall the
date when a job started and/or ended.

Administrative records on employment rates were provided to DWP by HMRC and maintained

in DWP’s Work and Pensions Longitudinal Study (WPLS) database. Employment is derived from

the P45 and P46 forms that employers use to inform HMRC when an individual enters or leaves
employment. Thus, the data provides, in principle, the start date and end date for each job, thereby
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allowing comparisons with the survey data. In practice, the precise start or end dates are not always
provided. Where it is known that a job started (or ended) in a given tax year, but not the precise
date, this is recorded on the system as 6 (or 5) April, the first (or last) day of the tax year. (For tax
purposes, income is assessed on a financial-year basis, so that this information is not operationally
essential for HMRQ).

To address this issue, dates were randomly imputed within that tax year as part of the cleaning of
the data.??® The range for the imputed date was further narrowed by other available data on record,
such as file date and start of benefit spell.

In comparing survey and administrative data, it should be noted that the administrative records
do not cover all employees, as there is no requirement for employers to supply information on
individuals earning below Pay As You Earn (PAYE) tax thresholds and who are not going to be
claiming new tax credits through the employer.??” However, some employers send in details for all
employees, and these are captured in the system.

Contrary to the survey data, the employment information available from administrative records,
therefore, has the following coverage gaps:

« it excludes, although not uniformly, work paid below the PAYE threshold;
« it excludes informal work;

« it excludes self-employment.

Consequently, employment outcomes taken from survey data are not directly comparable with
employment outcomes taken from administrative data. Since the types of employment captured by
the administrative data represent a subset of all types of employment, one would expect the level of
employment observed in the administrative data to be lower than that observed in the survey data.

Overall, employment rates match fairly well between the two sources, with the NDLP group
matching slightly better than the WTC group. Table A.1 shows comparisons of HMRC administrative
employment records with survey records in the fourth year after random assignment. The table
shows that 78.3 per cent of NDLP respondents match (that is, they have the same employment
status from both sources), and 74.0 per cent of WTC respondents match. Critically, there is little
variation in match rates between the programme and control group. Both the magnitude of the
match rate for the WTC group and the relative similarity in match rates between the NDLP and WTC
groups suggest that the administrative data for the WTC group are of sufficient quality to include in
the analysis.??8

Because administrative records may not record employment paid below the PAYE threshold, it is
expected that employment rates between the two sources will match better for those in full-time
employment according to the survey, as opposed to part-time employment. Full-time and part-

226 Tt should be noted that the administrative employment data require extensive cleaning before
they can be used for analytical purposes. This increases the uncertainty associated with
analyses based on these data.

227 PAYE is a method of paying income tax whereby the employer deducts taxes from the
employee’s wages and pays it to HMRC. The PAYE threshold for 2008-2009 is £116 weekly (or
£503 monthly).

228 As noted earlier, while precise start and end dates are not always available, an indication of
starting or ending employment in a given tax year is generally available. Thus, because this
analysis is done over one tax year, the effect of the uncertainty in start and end dates within
the tax year is mitigated.
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time employment can be distinguished only for those jobs held at the time of the wave 3 survey
interview. Among those in the WTC group currently employed at the wave 3 survey interview,

68.6 per cent were employed in that month, according to administrative records (not shown). As
Table A.1 shows, employment rates match better for those in full-time employment than for those
in part-time employment. For those working 30 or more hours at the time of the survey, 71.6 per
cent were employed in that month, according to administrative records. For those working 16-29
hours, 67.4 per cent were employed in that month, according to administrative records. For those
working 15 or fewer hours, 44.4 per cent were employed in that month, according to administrative
records. The low match rate among those working 15 or fewer hours is less worrisome, considering
that this group constitutes only 2.1 per cent of the respondent sample. The NDLP group had similar
results for those in full-time and part-time employment.

Table A.1 Employment rates and match rates for lone parents, estimated using
administrative records and survey data

NDLP Group WTC Group
ERA Control ERA Control
Outcome group group Total group group Total
Ever employed in year 4 (%)
Survey employment 63.5 62.5 63.0 90.1 90.0 90.0
WPLS employment 55.1 55.2 55.1 70.8 69.7 70.2
Match rate in year 4 (%) 78.3 78.3 78.3 73.7 74.2 74.0
Employed in both survey and WPLS 48.5 48.0 48.2 67.3 66.9 67.1
Employed in neither survey nor WPLS 29.9 303 30.1 6.4 7.3 6.8
Employed in survey only 15.0 14.5 14.8 22.8 23.1 22.9
Employed in WPLS only 6.6 7.2 6.9 3.5 2.8 31
Match rate among those employed at interview (%)
Full time 74.6 73.7 74.2 70.3 733 71.6
Part time, 16-29 hours 67.2 73.0 70.0 69.1 65.8 67.4
Part time, 1-15 hours 42.4 50.0 46.6 38.1 48.5 VA
Sample size 951 903 1,854 948 911 1,859

SOURCE:  MDRC calculations from Work and Pensions Longitudinal Study employment records and ERA 60-month customer survey.
NOTE: Includes only those customers interviewed for the 60-month survey.
Match rate refers to the percentage of survey respondents who have the same employment status from both data sources.

A.l.4 Employment versus earnings from administrative records

Administrative data from employment and earnings are derived from two different sources that do
not always correspond. As detailed in section A.1.2, DWP’s WPLS database contains employment
spells derived from the P45 and P46 forms, which provide the start date and end date for each job.
Also contained in the WPLS data are details of tax-year earnings derived from the P14 forms that
employers use to report total earnings for an individual in any given tax year.??

It should be noted that employment rates from the two sources shown in the main body of the
report cannot be directly compared. For example, the employment rate from year 4 does not
necessarily correspond to the 2007-2008 tax year. However, because start and end dates are
available from the employment data, an analysis can be conducted comparing them directly with

229 The UK tax year runs from 6 April to 5 April the following calendar year.
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the 2007-2008 tax year data. Since the tax year data provide earnings from 6 April 2007 through
5 April 2008, the employment data can be analysed over this period as well and compared with the
employment rate generated from the earnings data.?*°

It might be assumed that these two sources would show a consistent picture of employment for an
individual. However, any time data come from two different sources (in this case, data derived from
two different forms, filled out during different periods of an individual’s employment period), it is
expected that there will be some differences.

Overall, these two data sources match fairly well for the 2007-2008 tax year. Table A.2 shows that
83.5 per cent of NDLP respondents match and 76.0 per cent of WTC respondents match.?? The
match rates are similar between programme and control groups.

Table A.2 Employment rates and match rates for lone parents during the
2007-2008 tax year, estimated using administrative records

NDLP Group WTC Group

ERA Control ERA Control
Outcome group group Total group group Total

Ever employed (%)

According to WPLS employment 54.7 55.5 55.1 69.1 70.1 69.6
According to WPLS earnings 53.1 49.6 51.4 73.4 73.7 73.6
Match rate (%) 84.5 82.4 83.5 75.0 77.0 76.0
In both employment and earnings 46.2 43.7 45.0 58.8 60.4 59.6
In neither employment nor earnings 38.4 38.6 385 16.2 16.6 16.4
On employment file only 8.5 11.7 10.1 10.3 9.7 10.0
On earnings file only 6.9 59 6.4 14.7 133 14.0
Sample size 951 903 1,854 948 911 1,859

SOURCE:  MDRC calculations from Work and Pensions Longitudinal Study employment records.
NOTE: Includes only those customers surveyed for the 60-month survey.
Match rate refers to the percentage of survey respondents who have the same employment status from both data sources.

A.2 Weighting versus non-weighting

The results presented in this report follow a different weighting scheme from that used to produce
results in earlier reports. These earlier results essentially regard each district as a separate ‘test’ of
ERA and give results for the full sample that are a simple average of the six tests. This is referred to
as the ‘equal-weighted’ approach, since the results for all districts are given the same weight.

Rather than weighting each district equally, an alternative approach used in this report is not to
weight the data at all.??? While each district result can still be viewed as a separate test of ERA,
estimating the pooled results without weights allows estimates that are representative of the six
pilot areas as a whole to be produced. Findings can be interpreted as the impact for the average
treatment group member in the overall sample.

230 Recently, HMRC has attempted to systematically integrate the two databases by using start/
end dates sometimes available from the P14 to make dates on the P45 employment data
more accurate. However, because there were complications in this database integration, MDRC
continued to analyse the P45 employment data prior to when the integration changes were
introduced.

21 This analysis was conducted only among the wave 3 survey sample.

232 The decision to change the weighting strategy was made before the data for this report were
analysed.
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The main advantage of not using weights is that it avoids the situation that arises with the equal-
weighting scheme whereby smaller districts disproportionately influence the pooled results. If ERA
were to be implemented permanently in the six districts tested, the unweighted pooled estimates
from the demonstration would provide the best estimate of what would happen under a permanent
programme in these districts. In other words, the unweighted estimates represent internally valid
estimates of the likely effects of a permanent ERA-type programme implemented in the six districts
participating in the demonstration. The same cannot be said of the equal-weighted estimates.

An analysis was conducted to determine whether the impact results were sensitive to the weighting
scheme used. The choice of weighting scheme seems to have only marginally affected the results
for the NDLP group. In contrast, the choice of weighting scheme to derive aggregate employment
and earnings impacts for the ND25+ group matters, with the unweighted impacts being more
positive than the equally weighted impacts.?** The differences are due primarily to the large negative
impacts in Wales and the relatively smaller size of the ERA sample in that district. These two factors
result in Wales receiving less weight in deriving the unweighted pooled estimates than in deriving
the equal-weighted pooled estimates. This issue is discussed in more detail in Chapter 6.

A.3 Non-response analysis for the ERA customer surveys

Over the five-year follow-up period, three waves of surveys were carried out. The first wave covered
the 12 months after random assignment, and the second wave covered the subsequent 12
months. The first two waves were administered to sample members in all three target groups in
the ERA study: NDLP, WTC, and ND25+. The third wave covered the final three years after random
assignment but was administered only to the NDLP and WTC groups.

Survey waves

Wave 1: at 12 months/1 year after random assignment (RA)
Wave 2: at 24 months/2 years after RA
Wave 3: at 60 months/5 years after RA

The analysis in this report focuses on the 16,384 Jobcentre Plus customers who were randomly
assigned to the programme or control group between October 2003 and April 2005. This group is
referred to as the full sample in the following tables. This appendix summarises the non-response
analyses for waves 1 and 2 of the survey, which were published previously?*. It also introduces the
non-response findings for the wave 3 survey. For the wave 3 survey, it assesses the extent to which
the respondent sample is representative of the full sample and the applicability of the impacts
estimated using the survey responses to the full sample.

A subset of the full sample was randomly selected to participate in the surveys and represent the
larger group. This subset came from a group of individuals randomly assigned within a narrower
range of random assignment dates than the full sample. This group is referred to as the fielded
sample. However, several individuals selected to participate in the surveys could not be located,
refused to participate, or could not be interviewed; those sample members are referred to as non-
respondents. Conversely, individuals who completed the survey are referred to as respondents.

233 This issue does not affect the WTC group, as the WTC impact results were never weighted
equally by district.
34 Riccio et al., 2008; Miller et al., 2008.
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A3.1 Survey administration and response rates

NDLP response rates

Table A.3 shows that there are 6,787 NDLP sample members in the full sample. Of those, 2,995
were selected to be in the fielded sample in the first survey wave. These individuals were randomly
selected from a pool of those randomly assigned between December 2003 and November 2004.

In the first wave, 2,604 responded, yielding a 87 per cent response rate. For the second wave survey,
the response rate is 77 per cent. For the third wave survey, a total of 1,854 individuals responded,
yielding a 62 per cent response rate.?*

Table A.3  Survey response rates, NDLP target group

ERA Control
Total group group
Full sample size 6,787 3,365 3,422
Wave 1 (12-month survey)
Fielded sample size 2,995 1,482 1,513
Respondent sample size 2,604 1,317 1,287
Non-respondent sample size 391 165 226
Response rate (%) 86.9 88.9 85.1
Wave 2 (24-month survey)
Fielded sample size 2,995 1,482 1,513
Respondent sample size 2,297 1,188 1,109
Non-respondent sample size 698 294 404
Response rate (%) 76.7 80.2 73.3
Wave 3 (60-month survey)
Fielded sample size 2,992 1,481 1,511
Respondent sample size 1,854 951 903
Non-respondent sample size 1,138 530 608
Response rate (%) 62.0 64.2 59.8

SOURCE:  MDRC calculations from customer surveys.

WTC response rates

Table A.4 shows that there are 2,815 WTC target group members in the full sample. Of those, 1,447
were selected to be in the fielded sample in the first survey wave. These individuals were randomly
selected from a pool of those randomly assigned between December 2003 and November 2004.
Of these, 1,344 responded, yielding a response rate of 93 per cent. The wave 2 fielded sample was
augmented to include a total of 2,686 sample members (the original 1,447, plus 1,239 who were

2% The fielded samples changed across the survey waves. For the second-wave survey, the fielded
sample included the same 2,995 who were originally fielded; however, only the 2,604 who
responded to the first wave were asked to participate. As such, the 391 who did not respond
in the first wave were technically not fielded in the second wave. However, since the definition
of the fielded sample remained the same, the response rate at the second wave was 77 per
cent. By the third wave, the fielded sample remained largely intact (excepting three sample
members who were ineligible), with 2,992 of the original 2,995 fielded sample. Unlike the
second-wave survey, all of those in the fielded sample were attempted for the third-wave
survey.
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added).?*¢ The response rate in that wave was 78.9 per cent. The wave 3 fielded sample includes the
same 2,686 sample members in the wave 2 fielded sample. A total of 1,858 individuals responded,
yielding a response rate of 69 per cent.?’

Table A.4  Survey response rates, WTC target group

ERA Control
Total group group
Full sample size 2,815 1,415 1,400
Wave 1 (12-month survey)
Fielded sample size 1,447 722 725
Respondent sample size 1,344 679 665
Non-respondent sample size 103 43 60
Response rate (%) 92.9 94.0 91.7
Wave 2 (24-month survey)
Fielded sample size 2,686 1,342 1,344
Respondent sample size 2,119 1,082 1,037
Non-respondent sample size 567 260 307
Response rate (%) 78.9 80.6 77.2
Wave 3 (60-month survey)
Fielded sample size 2,686 1,342 1,344
Respondent sample size 1,858 948 910
Non-respondent sample size 828 394 434
Response rate (%) 69.2 70.6 67.7

SOURCE:  MDRC calculations from customer surveys.

ND25+ response rates

Table A.5 shows that there are 6,782 ND25+ target group members in the full sample. The wave 1
flelded sample included 2,970 individuals, with a respondent sample of 2,213 and a response rate of
75 per cent. Because of the lack of success in contacting individuals in the ND25+ group, a decision
was made to reallocate survey resources for the wave 2 survey and field a larger sample for the WTC
group - a group with a smaller first-year fielded sample but with a much higher response rate than the
ND25+ group. As a result, the ND25+ fielded sample in wave 2 was smaller and represented an early
cohort of individuals randomly assigned between December 2003 and March 2004. The wave 2 fielded
sample included 1,016 individuals, of whom 661 responded, yielding a 65 per cent response rate.
Those who did not respond to the first wave of the survey were not contacted for the second wave.

2% Since a large proportion of WTC sample members were not recruited into the sample until
after the 12-month survey was administered, the first wave of the WTC fielded sample was
relatively small. Therefore, a second sample was fielded from the WTC target group members
who were randomly assigned between December 2004 and January 2005 and added to the
original fielded sample for the second wave of the survey. The 1,239 additional individuals
who were added to the fielded sample in wave 2 were asked to provide historical information
back to random assignment to provide a full two years of follow-up for all respondents to the
second wave. In addition, it should be noted that 103 individuals who did not respond to the
first wave were not contacted to respond to the second wave; thus, they were not technically
flelded, although they are included in the definition of the fielded sample in wave 2.

237 Atotal of 189 of the wave 3 respondents did not respond to wave 2 or both of the previous
waves and were asked to provide historical information back to the first wave or random
assignment to provide a full five years of follow-up for all wave 3 respondents.
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Table A.5 Survey response rates, ND25+ target group

ERA Control
Total group group
Full sample size 6,782 3,424 3,358
Wave 1 (12-month survey)
Fielded sample size 2,970 1,486 1,484
Respondent sample size 2,213 1,121 1,092
Non-respondent sample size 757 365 392
Response rate (%) 74.5 75.4 73.6
Wave 2 (24-month survey)
Fielded sample size 1,016 507 509
Respondent sample size 661 340 321
Non-respondent sample size 355 167 188
Response rate (%) 65.1 67.1 63.1

SOURCE:  MDRC calculations from customer surveys.

A.3.2 Summary of non-response analyses in survey waves 1 and 2

For the lone parent samples, there were no major problems noted for the wave 1 or wave 2 samples.
The surveys achieved high response rates, and the available evidence suggests that the impact
estimates based on the respondents’ sample were similar to the results for the full sample. As
expected, some characteristics differ between respondents and non-respondents, but this does not
necessarily indicate bias.?3®

For the ND25+ sample, there were survey response problems, particularly for the wave 2 sample.
The wave 2 survey achieved a response rate within expectations, given the population in

question, though rather low when compared with the other groups. The available evidence from
administrative data suggests that the economic impact estimates based on the respondent sample
are not similar to the full sample. Also, the respondent sample size for the ND25+ group was too
small to use for the estimation of economic impacts. Therefore, the survey data were not used for
evaluating the economic impacts for the ND25+ group. However, the survey was deemed adequate
to measure non-experimental participation outcomes.?*

A3.3 Comparison of programme and control group respondents on baseline
characteristics for the wave 3 survey

As mentioned in the introduction, due to response bias, the wave 3 survey data are used less
intensively than the prior waves of the survey were used in previous reports. The first set of tests
assess whether there is bias due to differences in background characteristics measured at the

time of random assignment between programme and control group respondents. In a randomised
controlled trial, such as the ERA demonstration, it is critical to determine whether the characteristics
of surveyed programme group members are similar to the characteristics of surveyed control group
members. If there are differences, the benefits of random assignment can be lost. This is done by
testing for differences in background characteristics between the programme group and the control
group among survey respondents only. Regression analysis was used to determine whether baseline
characteristics could predict whether a respondent was a member of the programme group (among
wave 3 respondents only). Table A.6 shows that baseline characteristics are not different between

238 See Riccio et al., 2008.
239 See Miller et al., 2008.
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programme and control group respondents in either target group. Although some associations
shown in Table A.6 are statistically significant, the logistic regression models are not statistically
significant as a whole (not shown). Thus, from this perspective, the wave 3 sample looked
representive of the full sample.

Table A.6 Baseline characteristics as a predictor of treatment status,
among respondents

NDLP Group WTC Group
Odds (Standard Odds (Standard

Characteristic ratio error) ratio error)
District (%)

East Midlands 0.997 0.161 0.953 0.191

North East England 0.997 0.157 1.001 0.233

North West England 1.169 0.164 1.001 0.262

Scotland 1.034 0.165 1.098 0.233

Wales 1.158 0.178 0.991 0.256
Date of random assignment (RA) (%)

January 2004 - March 2004 0.872 0.275 0.638 0.467

April 2004 - June 2004 0.937 0.278 0.782 0.469

July 2004 - September 2004 1.019 0.277 0.598 0.463

October 2004 - December 2004 0.841 0.295 0.685 0.458

January 2005 - April 2005 NA NA 0.736 0.475
Female (%) 0.736 0.221 0.681 0.310
Single (%) 1.033 0.108 0.991 0.099
Number of children (%)

One 0.713 0.371 3.773 0.406 ***

More than one 0.829 0.372 3.284 0.406 **=
Education (%)

O-level 1.124 0.125 0.951 0.155

A-level or above 0.977 0.146 0.859 0.163

Other 0.755 0.202 1.019 0.193
Number of months worked in three years prior to RA (%)

12 or fewer 1.089 0.155 0.813 0.161

13-24 0.941 0.182 0.741 0.148 **
Worked in the past year (%) 1.262 0.164 1.101 0.347
Weekly earnings in the past year for current/most recent job (£) 0.999 0.001 1.000 0.001
Number of months on benefits in the two years prior to RA 0.995 0.007 0.996 0.008
Sample size 1,854 1,858

SOURCE:  MDRC calculations from baseline information forms completed by DWP staff, 60-month customer surveys, and Work and
Pensions Longitudinal Survey benefits receipt records.

NOTES: Table includes only the fielded sample.

Benefits refers to Income Support for NDLP customers and a combination of Jobseeker’s Allowance and Income Support for
WTC customers.

Rounding may cause slight discrepancies in calculating sums and differences.
Statistical significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.



260 Appendices - Data sources, weighting, and survey responses bias

A3.4 Comparison of baseline characteristics for the wave 3 survey

[tis also important to check whether those who responded to the survey were similar to those
who did not respond. If those who responded to the survey were very different from those who
did not respond, the impact results might not generalise to the full sample. This can be explored
by comparing the characteristics of respondents with those of non-respondents. This analysis
compares the baseline characteristics of survey respondents with those of all non-respondents in
the full sample to test the generalisability of the results.

Tables A.7 and A.8 present means of selected baseline characteristics by target group for the full
sample, the fielded sample, and for respondents and non-respondents to the survey. Statistically
significant differences between the characteristics of respondents and non-respondents are denoted
by asterisks in the table. Overall, respondents and non-respondents are statistically significantly
different in a number of regards. This is common in surveys and may have a variety of explanations.
For example, members of the fielded sample who have ties to a community through family are
easier to locate for survey participation than those who do not; thus, it is not surprising that
response rates are higher among married, as opposed to unmarried, sample members.

Since some of these characteristics may be correlated - for example, education and weekly
earnings - logistic regression is used to determine which characteristics differ across respondents
and non-respondents while taking all other characteristics into account. Table A.9 shows the results
of regressing an indicator of response status on the characteristics shown in Tables A.7 and A.8, as
well as an indicator of research group, to better understand the process affecting response. The
‘Odds Ratio’ column captures the effect of each characteristic on the probability of responding to the
survey; asterisks denote the significance level of these relationships.

Table A.9 shows that for both the NDLP and WTC groups, respondents differed from non-
respondents on several characteristics. For the NDLP group, those from Wales, those who were
unmarried and living alone, and those with no qualifications at baseline were less likely to respond.
For the WTC group, those in North East and North West England were more likely to respond, and
those who were unmarried and living alone were less likely to respond. Conversely, WTC group
members with A-level qualifications, higher earnings at baseline, and lower benefits receipt prior
to random assignment were more likely to respond. These differences suggest that the survey
sample may not be representative of the full study sample. For both target groups, the survey
sample is more representative of those with higher levels of education at baseline, as well as for
WTC respondents with higher earnings and lower benefit receipt at baseline. As such, the most
disadvantaged sample members are not as well represented by the respondent sample.?°

240 For both target groups, treatment group status is also statistically significant. In both cases,
this indicates that programme group members were more likely to respond to the survey
than control group members, which is not necessarily a problem unless it affects types of
programme and control group members who responded.
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Table A.7 Comparison of the baseline characteristics of the full sample and the
survey sample, NDLP target group

Non-
Respondents  respondents
Full Fielded to60-month to 60-month
Characteristic sample sample survey survey
District (%)
East Midlands 24.2 16.8 17.7 153 *
London 22.5 17.4 16.3 19.2 **
North East England 19.1 17.4 20.1 12.8 ***
North West England 15.1 16.8 17.3 15.9
Scotland 9.3 16.1 16.1 16.3
Wales 9.8 15.5 12.5 20.5 ***
Date of random assignment (RA) (%)
October 2003 - December 2003 9.6 3.7 3.2 4o *
January 2004 - March 2004 29.4 344 335 35.8
April 2004 - June 2004 20.7 24.5 24.8 239
July 2004 - September 2004 24.2 25.8 26.3 24.9
October 2004 - December 2004 13.9 11.7 12.1 10.9
January 2005 - April 2005 2.2 0.0 0.0 0.0
Female (%) 95.0 94.5 95.0 93.7
Single (%) 71.8 72.9 71.4 75.4 **
Number of children (%)
None 1.1 1.1 1.4 0.7 *
One 52.7 54.2 53.1 55.9
More than one 46.2 44.7 45.5 43.4
Education (%)
O-level 47.7 47.2 49.1 44,2
A-level or above 21.6 22.1 22.6 21.3
Other 7.6 7.2 7.3 6.9
None 23.2 235 21.0 27.6 ***
Number of months worked in three years prior to RA (%)
12 or fewer 72.7 719 72.2 71.5
13-24 12.7 13.0 12.2 14.2
More than 24 14.6 15.1 15.6 143
Worked in the past year (%) 29.2 29.1 29.5 28.7
Weekly earnings in the past year for current/most recent job (£) 27.3 27.5 27.0 28.4
Average number of months on benefits in the two years prior to RA (%) 17.5 17.2 17.2 17.0
Sample size 6,787 2,992 1,854 1,138

SOURCE:  MDRC calculations from baseline information forms completed by DWP staff, 60-month customer survey, and Work and
Pensions Longitudinal Survey benefits receipt records.

NOTES: Benefits refers to Income Support.
Rounding may cause slight discrepancies in calculating sums and differences.

Two-tailed t-tests were applied to differences between outcomes for the respondent group and the non-respondent group.
Statistical significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** =1 per cent.
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Table A.8 Comparison of the baseline characteristics of the full sample and the

survey sample, WTC target group

Non-
Respondents  respondents
Full Fielded to60-month to 60-month
Characteristic sample sample survey survey
District (%)
East Midlands 56.3 58.9 571 63.0 ***
London 8.0 7.3 7.1 7.7
North East England 9.9 9.2 10.8 5.7
North West England 6.5 6.7 6.7 6.5
Scotland 10.9 9.9 10.5 8.6
Wales 8.4 8.1 7.9 8.5
Date of random assignment (RA) (%)
October 2003 - December 2003 2.7 1.1 1.2 1.0
January 2004 - March 2004 10.7 11.0 11.8 9.2 **
April 2004 - June 2004 9.2 9.6 11.0 6.5 ***
July 2004 - September 2004 14.1 14.7 16.9 9.8 ***
October 2004 - December 2004 37.1 38.6 39.2 37.2
January 2005 - April 2005 26.2 24.9 19.8 36.4 ***
Female (%) 97.4 97.3 97.5 96.9
Single (%) 45.1 44.3 42.8 47.7 **
Number of children (%)
None 1.6 1.5 1.4 1.6
One 50.0 49.4 49.8 48.6
More than one 48.4 49.1 48.8 49.8
Education (%)
O-level 45.0 44.3 43.5 46.3
A-level or above 30.7 30.7 325 26.7 ***
Other 12.2 12.4 12.0 13.4
None 121 12.5 12.0 13.7
Number of months worked in three years prior to RA (%)
12 or fewer 12.8 12.0 11.8 12.4
13-24 12.9 12.7 12.3 13.4
More than 24 Th4 75.3 75.8 74.2
Worked in the past year (%) 97.4 97.7 97.8 97.3
Weekly earnings in the past year for current/most recent job (£) 116.7 1171 118.4 1141 **
Average number of months on benefits in the two years prior to RA (%) 3.7 3.7 3.4 4.5
Sample size 2,815 2,686 1,858 828

SOURCE:  MDRC calculations from baseline information forms completed by DWP staff, 60-month customer survey, and Work and

Pensions Longitudinal Survey benefits receipt records.
NOTES: Benefits refers to a combination of Jobseeker’s Allowance and Income Support.
Rounding may cause slight discrepancies in calculating sums and differences.
Two-tailed t-tests were applied to differences between outcomes for the respondent group and the non-respondent group.

Statistical significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** =1 per cent.
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Table A.9 Treatment/control status as a predictor of survey response

NDLP Group WTC Group
Odds (Standard Odds (Standard

Characteristic ratio error) ratio error)
Treatment status 1.206 0.077 ** 1.158 0.087 *
District (%)

East Midlands 1.387 0.131 ** 1.116 0.170

North East England 1.935 0.134 *** 1.816 0.233 **

North West England 1.380 0.132 ** 1.754 0.234 **

Scotland 1.227 0.132 1.209 0.215

Wales 0.756 0.132 ** 0.830 0.226
Date of random assignment (RA) (%)

January 2004 - March 2004 1.388 0.206 1.251 0.444

April 2004 - June 2004 1.514 0.210 ** 1.723 0.451

July 2004 - September 2004 1.529 0.209 ** 1.514 0.443

October 2004 - December 2004 1.450 0.227 1.105 0.434

January 2005 - April 2005 NA NA 0.607 0.445
Female (%) 1.278 0.169 1.457 0.259
Single (%) 0.792 0.091 ** 0.775 0.091 ***
Number of children (%)

One 0.666 0.328 1.068 0.333

More than one 0.722 0.330 1.022 0.333
Education (%)

O-level 1.514 0.098 *** 1.019 0.137

A-level or above 1.481 0.116 *** 1.366 0.147 **

Other 1.538 0.164 *** 1.117 0.170
Number of months worked in three years prior to RA (%)

12 or fewer 0.954 0.131 0.996 0.145

13-24 0.795 0.147 0.902 0.133
Worked in the past year (%) 1.246 0.137 1.574 0.300
Weekly earnings in the past year for current/most recent job (£) 0.998 0.001 1.002 0.001 *
Number of months on benefits in the two years prior to RA 1.005 0.005 0.979 0.007 ***
Sample size 2,992 2,686

SOURCE:  MDRC calculations from baseline information forms completed by DWP staff, 60-month customer surveys, and Work and
Pensions Longitudinal Survey benefits receipt records.

NOTES: Data include only the fielded sample.

Benefits refers to Income Support for NDLP customers and a combination of Jobseeker’s Allowance and Income Support for
WTC customers.

Rounding may cause slight discrepancies in calculating sums and differences.
Statistical significance levels are indicated as: * = 10 per cent; ** = 5 per cent; and *** = 1 per cent.
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A.3.5 Comparison of impact estimates from administrative records for
the wave 3 survey

The previous two sections examined the characteristics of sample members to determine whether
the survey results are representative. This section looks more directly at the consequences of
differences in the respondent and non-respondent samples by examining whether the impact
estimates from the survey sample are similar to those from the full sample.

It is possible that impact estimates for the group for which survey data are available may not agree
with impact estimates based on the full sample. Although survey data are not available for the full
sample, administrative records provide data on employment, earnings, and benefits outcomes for
all sample members (including those who did not respond to the survey). Using these administrative
records, estimates based on the full and fielded samples can be compared with estimates based

on the survey respondent sample. This provides an insight into whether estimates based on the
smaller (respondent) sample can be regarded as unbiased estimates for the full sample. Should this
be the case for the outcomes measured by administrative records, one can be more confident that
the impact estimates for the outcomes available only in the survey data also generalise to the full
sample.

Tables A.10 and A.11 contain employment, earnings, and benefits impact estimates from
administrative records data for the NDLP and WTC target groups. For both groups, employment rate
outcomes and impacts are similar between the respondent and full samples. However, earnings
levels for programme group respondents in both target groups are considerably higher than for
corresponding programme group members in the full sample. As a result, impact estimates for
programme group respondents in both target groups are also more positive than the full sample
estimates. For example, during the 2007-2008 tax year, ERA increased earnings by £605 among
the NDLP survey respondent sample. This result is statistically significant. For the full NDLP sample,
ERA did not have a statistically significant effect on 2007-2008 earnings (the impact estimate was
only £116). However, by the most recent tax year (when the survey was mostly fielded), the impact
estimates were closer for the NDLP group across the two samples. For the WTC group, the earnings
impacts were larger for the survey respondent group in each tax year. In the case of the WTC group,
the impacts on earnings are still statistically significant for the survey respondent sample in the
2008-2009 tax year (when the survey was mostly fielded). In that year, ERA increased earnings by
£650 among WTC survey respondents but only by £234 among the full WTC sample.

Numerous weighting strategies were attempted to resolve the observable response bias. None of the
strategies were able to weight sample member characteristics in such a way that achieved the goals
of reducing the difference in earnings impacts across the samples while maintaining the integrity of
the experimental estimates.?!

241 One strategy was able to correct for differences in impacts, but because it involved weighting
the samples based on post-random assignment outcomes, this strategy was not used.
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A.3.6 Conclusions

For the lone parent target groups, the survey achieved high response rates in the first two waves,
and the available evidence suggests that the surveys are sound for estimating the effects of the
programme and generalising to the full samples. However the wave 2 survey, in particular, was
problematic for the ND25+ group. Individuals were hard to track down, leading to low response
rates, and the survey sample was biased for several measures. For this reason, the wave 3 survey
was not implemented for the ND25+ group.

The wave 3 survey includes the two lone parent target groups: NDLP and WTC. While the wave

3 survey sample was somewhat different than the full sample, the differences were not large
enough to raise questions about the validity of the wave 3 survey data. However, comparisons of
impact estimates for the respondent and full samples revealed more serious problems regarding
the generalisability of the survey results. Particularly of concern for the wave 3 survey is that
administrative records earnings levels and impacts are stronger for survey respondents than for
non-respondents. For the NDLP group, this pattern of stronger impacts on earnings among the
respondent sample faded by the time the survey was fielded. Therefore, outcomes measured five
years after the survey are less affected by bias than outcomes measured over time. For the WTC
group, the impacts remained somewhat stronger for the respondent sample through the end of the
follow-up period.

Because of the response bias detected in the wave 3 survey, administrative records estimates of
employment and earnings impacts over time are given more weight and prominence in this report
compared with estimates from survey data. It is also important to note that the pattern of response
bias is limited to the wave 3 survey. This report relies heavily on participation estimates, which were
estimated in the first two survey waves and capture a large portion of the programme period.

Finally, this response analysis highlights the critical importance of collecting multiple data sources

to measure the quality and representativeness of survey data. The data on the baseline information
form suggested no serious response bias issues. It was only the administrative records that revealed
that the respondent samples experienced much larger earnings impacts from ERA. The longitudinal
survey earnings outcomes (not shown in this report) indicated more positive long-term impacts from
ERA than was the case. This would have been taken as the correct story had the administrative data
not been collected.
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