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Preface

A little more than a decade ago, a number of senior federal government officials in the
then Department of Employment and Immigration had an idea. Deputy Minister, Arthur
Kroeger; Barry Carin, Assistant Deputy Minister, Strategic Policy; and Louise Bourgault,
Director General, Innovations Branch, wanted to develop a demonstration project that would
show the effects that a*“ make work pay” strategy would have on the ability of long-term
welfare recipients to make the transition to full-time employment. This initial concept was
developed in partnership with two innovative leaders within provincial governments — Don
Boudreau, Assistant Deputy Minister in the New Brunswick Department of Income
Assistance; and Bob Cronin, Assistant Deputy Minister in the British Columbia Ministry of
Socia Services. Through this collaboration, thisinnovative idea became the Self-Sufficiency
Project (SSP).

When SSP was launched in 1992, it was an ambitious undertaking in many respects. SSP
would last 10 years and involve more than 9,000 lone-parent families in two provinces. It
would use acomplex design to enrol participants in three linked research samples and
employ a random assignment eval uation design — widely viewed as the most reliable way to
measure program impacts, but a method that has been rarely used in social policy research in
Canada. Most important, SSP undertook the challenging task of trying simultaneously to
reduce poverty, encourage steady work, and reduce welfare dependency. In general,
programs that transfer income to poor peoplein order to fight poverty reduce the incentive
for recipients to seek and accept employment, particularly if their potential earnings are low.
Many of those who leave welfare for work end up in jobs that pay too little to allow their
families to escape poverty. The program that the Self-Sufficiency Project set out to test
aimed to encourage work and independence among welfare recipients, while ensuring that
they had adequate incomes to support themselves and their families.

Since the first paper on the Self-Sufficiency Project was published in October 1994, the
substantial investment in SSP has been paying dividends in the form of arich body of
research evidence. Now, with the publication of the final report on SSP's study of long-term
welfare recipients, it is clear that a well-structured financial incentive program can be a
guadruple winner — encouraging work, increasing earnings, reducing poverty, and
benefiting society. Moreover, there is some evidence that raising the incomes of poor
families can provide benefits to el ementary-school-age children. And all this can be achieved
at little net cost to government.

The Self-Sufficiency Project has identified an intervention that offers considerable
promise as away of dealing with an important social policy challenge; and in its design,
implementation, and evaluation, SSP has set a new standard for the conduct of social policy
research in Canada.

John Greenwood
Executive Director
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Executive Summary

Thisisthefina report of the Self-Sufficiency Project (SSP), a study of long-term welfare
recipients. SSP is aresearch and demonstration project designed to test a policy innovation
that makes work pay better than welfare. Conceived and funded by Human Resources
Development Canada (HRDC), managed by the Social Research and Demonstration
Corporation (SRDC), and evaluated by the Manpower Demonstration Research Corporation
(MDRC) and SRDC, SSP offered atemporary earnings supplement to selected long-term
income assistance (1A) recipientsin British Columbiaand New Brunswick. The earnings
supplement was a monthly cash payment available to single parents who had been on income
assistance for at least one year and who left income assistance for full-time work. The
supplement was paid on top of earnings from employment for up to three years, aslong asthe
person continued to work full time and remained off income assistance. While collecting the
supplement, the single parent received an immediate payoff from work; for a person working
full time at the minimum wage, total income before taxes was about twice her earnings.” The
accompanying text box briefly describes the key features of the supplement offer.

Key Features of the SSP Earnings Supplement

e Full-time work requirement. Supplement payments were made only to eligible single
parents who worked at least 30 hours per week and left income assistance.

e Substantial financial incentive. The supplement equalled half the difference between a
participant’s earnings and an “earnings benchmark.” During the first year of operations,
the benchmark was $30,000 in New Brunswick and $37,000 in British Columbia.
Unearned income (such as child support), earnings of other family members, and number
of children did not affect the amount of the supplement. The supplement roughly doubled
the earnings of many low-wage workers (before taxes and work-related expenses).

e One year to take advantage of the offer. A person could sign up for the supplement if
she found full-time work within the year after random assignment. If she did not sign up
during that year, she could never receive the supplement.

e Three years of supplement receipt. A person could collect the supplement for three
calendar years from the time she began receiving it, as long as she was working full time
and not receiving income assistance.

e Voluntary alternative to welfare. No one was required to participate in the supplement
program. After beginning supplement receipt, people could decide at any time to return to
income assistance, as long as they gave up supplement receipt and met the IA eligibility
requirements.

“The feminine pronoun is used throughout this report because the vast majority of single parents receiving income assistance
are women.
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To measure the effects of its financial incentive, SSP was designed as a social experiment
using arigorous random assignment research design. In the SSP “recipient study,” the subject
of this report, a group of about 6,000 single parents in British Columbia and New Brunswick
who had been on income assistance for at least a year were selected at random from the 1A
rolls. Half of these people were randomly assigned to a program group and offered the SSP
supplement, while the remainder formed a control group. This report describes the impacts of
the supplement offer through four and a half years after random assignment, with information
on welfare use through the beginning of the sixth year after random assignment. The key
guestions of this report are whether the SSP program increased parents' earnings and income,
whether it reduced reliance on welfare, whether it harmed or benefited children, how much it
cost, and whether the supplement offer had ongoing effectsin the period after parents were
no longer eligibleto receiveit.

THE FINDINGS IN BRIEF

Because the evaluation of SSP assigned people to the program and control groups at
random, the impact or effect of the supplement offer is measured as the difference in
employment, earnings, income, and other outcomes between the two groups. These
comparisons indicate that SSP increased full-time employment, earnings, and income, and
reduced poverty.

e Onethird of thelong-term welfarerecipients who wer e offered the SSP ear nings
supplement worked full time and took up the supplement offer. To receive the
supplement, people in the program group had to work full time within ayear of
entering the study. Thirty-six per cent of them took up the supplement in this way and
were then eligible to receive the supplement for the next three years. On average,
these supplement takers received the supplement for 22 months over their three years
of eligibility and received more than $18,000 in supplement payments over that time.

e SSPincreased employment, earnings, and income, and reduced welfare use and
poverty. By the end of the first year after random assignment, program group
members were twice as likely as control group members to be working full time, and
the effect of SSP on employment continued to be strong through most of the follow-
up period. As aresult, SSP increased the average person’s earnings by nearly $3,400,
or more than 20 per cent over the earnings of the average control group member. The
rules of SSP prohibited people from simultaneously receiving the earnings
supplement and income assistance. As aresult, the program reduced |1A payments by
about $3,500 per family in the program group. When people Ieft income assistance to
receive the earnings supplement, they replaced their |A payments with SSP
supplement payments. As aresult, SSP increased income and substantially reduced
poverty. Over the entire follow-up period, program group members had on average
about $6,300 more in combined income from earnings, IA payments, and earnings
supplements than control group members. Three years after people had entered the
evaluation, SSP had reduced the proportion with income below Statistics Canada' s
low income cut-offs by nearly 10 percentage points. These impacts are probably
concentrated among the people who took up the supplement offer, suggesting that
SSP' s effects were nearly three times as large among supplement takers.
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The effects of SSP on employment, welfare use, and income were small after
parentswereno longer eligiblefor the supplement. Members of the program group
could receive supplement payments for up to three years, and the program’ s effects
were strong throughout the period when parents were eligible for the supplement. In
the middle of the fifth year after random assignment, which was after supplement
takers could no longer receive the SSP earnings supplement, the program and control
groups were equally likely to work; for example, 42 per cent of both the program
group and the control group were working, and the average earnings of both groups
were nearly $500 per month. The impact on welfare receipt persisted somewhat
longer, but by the middle of the sixth year after random assignment both groups were
about equally likely to be receiving income assistance. Although the program’ s effects
were small at the end of the follow-up period, this finding does not change the fact
that program group members gained considerable work experience because of SSP
and their families benefited from the increased income they gained while the
supplement was being paid.

Elementary-school-age children in the program group performed better in
school than similar children in the control group. Parentsin the program group
gave their elementary-school-age children higher marks on school performance than
did parents in the control group. Results of vocabulary and math tests confirmed that
in this age group children in the program group were performing better than their
control group counterparts. The program achieved some of these positive effects after
parents had stopped receiving the earnings supplement (and after the program had
stopped having effects on family income), suggesting that atemporary income gain
may have long-term effects on children. For children in other age groups, however,
there were few differences in outcomes between the program and control groups.

Gover nment agencies spent money to achieve SSP’s positive results, but society
as a whole benefited from the program. Government agencies spent about $1,500
per program group member administering SSP (over and above what they would have
spent administering the A program for each program group member) and spent nearly
$3,200 more on transfer payments (primarily on SSP supplement payments, again
compared with what would have been spent on income assistance). From society’s
point of view, however, the program cost less than the benefitsit provided. When
fringe benefits are included, program group members earned $4,100 on average more
than they would have without the program. Because spending on transfer payments
does not cost society anything — some taxpayers pay, but others receive — these
increased earnings cost society only the administrative and operating costs of the
program. In other words, society gained nearly $2,600 per program group member.

Combining the SSP ear nings supplement with servicesto help peoplefind and
keep jobsresulted in larger effectsthan did the earnings supplement alone.
Anticipating that many long-term welfare recipients would have difficulty taking up
the supplement offer, SSP also tested a program called SSP Plus, which combined the
earnings supplement offer with an offer of servicesto help people find and keep jobs.
About half of the people offered this SSP Plus program were able to take up the
supplement offer. Although many of the people who took up the supplement offer
because of the SSP Plus job serviceslost their jobs quickly, the effects of SSP Plus
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were remarkably strong near the end of the follow-up discussed in this report, when
parents were no longer eligible for SSP’ s earnings supplement. This finding suggests
that the job-related services had helped some members of the SSP Plus program find
more stable employment than their counterparts who did not receive services.

AN OVERVIEW OF THE SSP PROJECT

As has been noted, SSP offered long-term welfare recipients a financial incentive to
encourage them to leave welfare for work. Briefly, SSP offered a supplement to earnings, in
the form of a monthly cash payment, to people who |eft income assistance and worked full
time (30 or more hours per week). The restriction to full-time work was designed to limit the
extent to which people received the supplement without increasing or maintaining their work
effort. The offer was limited to single parents who had been on income assistance for at least
ayear. Thisrestriction targeted SSP benefits to a disadvantaged population that normally
experiences difficulty in the labour market. The SSP supplement payment varied with
individual earnings, rather than with family income, and was therefore unaffected by family
composition, other family members earnings, or unearned income. Finally, supplement
payments were available for a maximum of three years, and only to program group members
who initiated SSP payments within 12 months of their initial eligibility.

Understanding the structure of SSP'sincentiveis crucia to understanding the effects of
the supplement offer. In brief, SSP’'s financial supplement paid parents who worked 30 or
more hours per week an amount equal to half the difference between their actual earnings and
atarget level of earnings. In 1994 target earnings were set at $30,000 in New Brunswick and
$37,000 in British Columbia, although they have been adjusted slightly over time to reflect
changesin the cost of living and in the generosity of income assistance. For example, a
participant in British Columbiawho worked 35 hours per week at $7 per hour earned $12,740
per year and collected an earnings supplement of $12,130 per year ($37,000 minus $12,740,
divided by 2), for atotal grossincome of $24,870. In comparison, if that participant had
decided not to work and instead to receive income assistance, she would have had an annual
income of only $17,111 if she had two children. When tax obligations and tax credits are
taken into account, most families had incomes $3,000 to $7,000 per year higher with the
earnings supplement program than if they worked the same number of hours without the
supplement.

The SSP Research Design — Random Assignment

Recruitment into SSP's main research study began in November 1992 and was completed
in March 1995. Each month, Statistics Canada used |A administrative records to identify all
peoplein selected geographic areas in British Columbia and New Brunswick who (1) were
single parents, (2) were 19 years of age or older, and (3) had received |A paymentsin the
current month and at least 11 of the prior 12 months. No other restrictions (for example, on
health status) were imposed. Readers should keep in mind that the IA systemsin British
Columbia and New Brunswick include disabled people who would not be able to work. In the
United States, some of these recipients would be in the Supplemental Security Income (SSI)
program rather than in the welfare system. Thus, the sample of long-term welfare recipients
in SSP may be more disadvantaged than the sample for asimilar program for welfare
recipientsin the United States.
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A random sample of people who were identified in this way were informed that they had
been selected to participate in a study of IA recipients and were visited by Statistics Canada
interviewers. During the visit, the interviewer administered a baseline survey lasting an average
of 30 minutes and then described the SSP study, carefully read an informed consent form to the
sample member, and answered any questions. Roughly 90 per cent of the fielding sample
completed the baseline survey and signed the informed consent form.

Immediately after the baseline interview, the single parents who were recruited into the
recipient study were randomly assigned to either the program group (2,880 parents), which
was offered the SSP earnings supplement, or the control group (2,849 parents), which was
not. Most resultsin this report are based on 4,852 people who completed a follow-up survey
approximately 54 months after entering the study — 2,460 in the program group and 2,392 in
the control group, or about 85 per cent of both groups.

For most outcomes, the period studied in this report consists of the 54 months after
random assignment (including the month of random assignment) for each sample member.
For the earliest sample members randomly assigned, the period studied is November 1992
through to April 1997; for those who were randomly assigned last, the period studied is
roughly March 1995 through to August 1999. One exception is |A use, for which information
Is available for 70 months following random assignment.

Economic and Policy Context

During the years after the project was initiated, major reforms atered the landscape of
social policy in Canada. In 1996 the system of paying for welfare (the Canada Assistance
Plan) was replaced with a block fund called the Canada Health and Social Transfer (CHST).
The federal government’ s contributions under CHST have been substantially lower than they
would have been under the earlier system. Faced with cutbacks in federal support, provinces
have made a variety of changes such as reducing welfare benefit levels, tightening eligibility
requirements, and imposing work requirements on welfare recipients.

Over the time covered in this report, economic conditions also changed in British
Columbia and New Brunswick. In both provinces overall labour market conditions improved
slightly from 1992 to 1995. Nonethel ess, unemployment rates remained at historically high
levels, and employment of 15- to 44-year-old women actually declined in British Columbia.
From 1995 to 1998 unemployment increased somewhat in New Brunswick and remained
stable in British Columbia, even though the national unemployment rate continued to fall.
However, the job prospects for women might have improved during this period, because the
employment rate of 15- to 44-year-old women increased in both provinces. Since 1992 the
minimum wage in both provinces has been increased several times, although it islower in
New Brunswick than in British Columbia. When SSP was begun in 1992, the minimum
hourly wage was $5.50 in British Columbia and $5.00 in New Brunswick. By 1998 the
minimum wage had increased to $7.15 in British Columbia and to $5.50 in New Brunswick.

The SSP Applicant Study

In addition to the SSP recipient study and SSP Plus, both of which are discussed in this
report, SSP included a separate study of a group of people in British Columbiawho had
recently been approved to receive income assistance. This study is referred to as the SSP
“applicant study.” This report does not describe results of the SSP applicant study, which are
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presented for afour-year follow-up period in a separate report (Micha opoulos & Hoy, 2001).
Results through to six years will be described in a separate, future final report.

Program group members in the applicant study received aletter and brochure informing
them that if they stayed on income assistance for a year, they would become eligible for the
SSP earnings supplement. The first question addressed by the SSP applicant study was
whether people would stay on income assistance for a year to become eligible for the
supplement. Results published elsewhere imply that the effect was small. This finding has
important implications for an ongoing SSP supplement program, since it suggests that the
generous SSP financial incentive would not incur substantial costs by encouraging welfare
use in the short run.

Program group members who remained on income assistance for a year were then offered
the same financial incentive offered in the recipient study. A second guestion was whether
the SSP supplement would increase employment, earnings, and income for this group of
welfare applicants. Reports on the applicant study indicate that the supplement offer had
substantial effects on employment, earnings, IA use, and poverty. In short, results of the
applicant study were similar to results of the recipient study. In one respect, however, results
of the applicant study were remarkable. Employment and income gains in the applicant study
were achieved without increasing government spending on after-tax cash transfer payments.
This finding suggests that an ongoing program that offers the generous SSP supplement to a
more employable group of welfare applicants would be even more cost-effective than for
long-term welfare recipients.

LEARNING ABOUT THE SUPPLEMENT

About 98 per cent of program group members received an orientation to SSP, usually
within one month of random assignment and usually in person. At these sessions, an SSP
staff member described the earnings supplement’ s main features (the work requirement, the
one-year clock, the three-year time limit, and the calculation of supplement payments). The
central message conveyed was that the supplement could “make work pay,” evenif a
minimum-wage job was al that could be found. Program group members were also informed
of the range of community services available to them to assist them in their efforts to enter
the world of work. The SSP staff acknowledged, however, that the earnings supplement
might not be the right choice for everyone, particularly those who preferred to stay home with
their children or who wished to attend school full time.

In a phone survey of the 700 program group members who received the orientation up until
April 1993, over 90 per cent said they recalled being told by SSP staff about the one-year clock,
the 30-hour work requirement, and the way the supplement was calculated. They also
remembered being told they must leave income assistance to qualify for the supplement. Nine
out of ten respondents said they thought they would be financially better off on the supplement,
and eight out of ten said they had no questions about the supplement.

After the orientation session, contacts between program group members and program staff
were usually of modest duration (e.g. a 10- or 15-minute phone call). One or two additional
workshops (such as one on money management) were offered. The program offered
information and referrals to existing services in areas such as job search, education, and
training, but did not directly provide these services. Doing so would have made it impossible to
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determine the extent to which differences between the program and control groups experiences
could be attributed to SSP' s financial incentive, as opposed to the services.

In order to initiate supplement payments, program group members who found full-time
work within the one-year qualifying period had to come into the SSP office to provide evidence
of their qualifying employment and sign aletter directing the 1A office to end their 1A
payments. After initiation, participants filled out a voucher (documenting the dates, hours, and
wages of their employment) after receiving each paychegque and mailed it, along with a copy of
the corresponding pay stubs, to the SSP payment office. The supplement amount was then
calculated according to the earnings received during a four-week or monthly accounting
period. Payment system records were cross-matched with |A records every month to ensure
that supplement takers were complying with the rules of the program and not drawing
simultaneous benefits.

SUPPLEMENT TAKEUP
e About 36 per cent of program group membersreceived at least one supplement.

As has been explained, program group members had to find a full-time job within
12 months in order to qualify for supplement payments. Overall, about 36 per cent of the
program group became supplement takers during that year.

Although 36 per cent of the program group received at |east one supplement payment, the
number receiving supplement payments in any given month was never that large, peaking at
about 25 per cent of the program group near the beginning of the second year. This means
that 11 per cent of the program group — the difference between the 36 per cent who ever
received a supplement and the 25 per cent receiving it at the beginning of the second year —
worked full time and received the supplement at some point but had stopped receiving the
supplement by the beginning of the second year. In other words, about 11 per cent of the
program group had already lost their full-time employment by the beginning of the second
year.

During the three years they were eligible for the supplement, supplement takers received
$18,256 in supplement payments on average, and they received supplement payments for
22 months on average. However, some takers received more than others. One quarter of
supplement takers received nearly $27,000 during their three years of supplement receipt,
while one quarter received less than $10,000 in supplement payments. While one fourth of
supplement takers who received the supplement most frequently received it for 33 or more
months, the one fourth of supplement takers who received the supplement least frequently
received it fewer than 13 months.

e Peoplewho did not take up the supplement offer faced a number of barriersto
full-time work.

People who did not take up the supplement offer had less work experience and less
education than those who did take up the supplement offer. For example, supplement takers
were more than three times more likely than non-takers to be working at baseline and were
substantially more likely to have a high school diploma or equivalent. Those who did not take
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up the supplement offer were also more likely to say they could not work because they had an
ilIness or disability, because they could not find good child care, or because of other family
responsibilities.

Focus groups of takers and non-takers found that many who were offered the supplement
appeared hindered even in making the decision to start a job search. Some rationalized their
reluctance in terms of the practical hurdles they perceived: the hopel essness of finding ajob
and low expectations regarding child care. For others, the risk in searching for work was
more emotional. Participants commonly exhibited low self-esteem and feared disappointment
if they embarked on a venture that they personally expected to fail. Although a majority of
non-takers initially expressed interest in the supplement offer, case note reviews suggested
that fewer than one third of non-takers actually ever looked for work during the 12 months
permitted for initiating the supplement.

IMPACTS ON EMPLOYMENT, EARNINGS, INCOME ASSISTANCE,
AND SSP SUPPLEMENT PAYMENTS

e SSPincreased employment and earningsand reduced | A use.

Figure ES.1 represents the basic story of SSP' s effects. During the year after entering the
study, when program group members had to find full-time work to begin receiving the SSP
supplement, the proportion of the program group working full time gradually climbed, from
about 9 per cent at the time of random assignment to about 30 per cent at the beginning of the
second year. During the same period, full-time employment for the control group increased
more gradually, from about 9 per cent at the time of random assignment to about 15 per cent
at the beginning of the second year. The difference between the two groups — 15 percentage
points at the beginning of the second year — is ameasure of SSP'simpact on full-time
employment. It isone of the largest effects on employment generated in a random assignment
study of a policy designed to encourage welfare recipients to work.

SSP's effect on full-time employment declined steadily through the remainder of the
follow-up period. Three factors contributed to this decline. First, people who did not qualify
for a supplement payment in the first year lost the chance to receiveit in the future. SSP
therefore ceased to provide an incentive to members of the program group who did not
qualify for the supplement during that first year. Second, the supplement may have
encouraged some people to take full-time work before they were prepared to do so, and some
supplement takers subsequently lost their full-time jobs. Finally, more control group
members began working full time even without the supplement offer, as normally happens
among welfare recipients.

SSP could have increased full-time employment either by encouraging people who would
have worked part time to increase their hours slightly or by encouraging people who would
not have worked in the absence of the supplement offer to move to full-time work. If people
had primarily moved from part-time to full-time work, then the program’ s effect on
employment overall would have been small. If, in contrast, people had moved primarily from
not working to working full time, the program’s effect on employment would have been
similar to its effect on full-time work.
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Figure ES.1: Percentage Employed Full Time, by Months From Random Assignment
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Sources. Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data.
Note: “Employed full time” is defined as working 30 hours or morein at least one week during the month.

The first two panels of Table ES.1 imply that SSP increased full-time work primarily by
persuading people who would not have worked otherwise to work full time. In the second
year after random assignment, for example, SSP increased full-time employment by more
than 12 percentage points (from 16 per cent of the control group to more than 28 per cent of
the program group), and it increased employment overall by more than 10 percentage points
(from about 30 per cent of the control group to more than 40 per cent of the program group).

Because SSP primarily increased full-time employment, it also had a substantial effect on
earnings. As with employment, the program’ s effects peaked in the second year, when
program group members earned $370 per month on average compared with $269 for the
average control group member, for an impact of $101 per person each month. When the
program’ s effect on employment declined after the second year, the effect on earnings also
declined. In the fourth year after random assignment, when some parents were still eligible
for the earnings supplement, the program increased earnings by $52 per person each month.
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Table ES.1: SSP Impacts on Employment, Earnings, Income Assistance, and Cash Transfers

Program Control Difference
Outcome Group Group (Impact)
Monthly full-time employment (%)*
Year 1 18.0 11.6 6.4 ***
Year 2 28.5 16.0 12.6 ***
Year 3 27.7 18.4 9.3 ***
Year 4 28.5 22.3 6.1 ***
Year 5, Quarter 1 28.3 25.0 3.3 ***
Year 5, Quarter 2 28.0 26.5 1.5
Monthly employment (%)
Year 1 29.7 25.4 4.3 *rx
Year 2 40.6 30.1 10.4 ***
Year 3 39.9 32.6 7.3 ***
Year 4 41.2 36.8 4.4 xxx
Year 5, Quarter 1 42.1 39.8 23 *
Year 5, Quarter 2 41.8 41.9 0.0
Average monthly earnings ($)
Year 1 233 186 47 xxx
Year 2 370 269 101 ***
Year 3 387 317 70 **
Year 4 476 424 52 **
Year 5, Quarter 1 499 462 36
Year 5, Quarter 2 496 488 8
Monthly IA receipt (%)
Year 1 85.3 91.5 -6.2 *x*
Year 2 65.8 78.7 -12.9 **
Year 3 60.9 70.1 -9.2 wxx
Year 4 57.1 63.0 -5.9 *xx
Year 5 52.8 56.2 -3.4 *xx
Year 6, Quarter 1 49.2 52.0 -2.8 **
Year 6, Quarter 2 47.2 49.3 -2.1
Average monthly IA payments ($)
Year 1 759 794 -35 *xx
Year 2 587 690 -103 ***
Year 3 516 591 =75 *xx
Year 4 458 506 -48 **x
Year 5 411 437 -26 **
Year 6, Quarter 1 381 399 -18
Year 6, Quarter 2 369 379 -11
Average monthly payments from IA and SSP ($)
Year 1 853 794 59 ***
Year 2 778 690 88 ***
Year 3 680 591 89 ***
Year 4 547 506 41 rxx
Year 5 414 437 -23 **
Year 6, Quarter 1 381 399 -18
Year 6, Quarter 2 369 379 -11
Sample size (total = 4,852) 2,460 2,392

Sources: Calculations from income assistance (IA) administrative records, payment records from SSP’s Program Management Information
System, the basdline survey, and 18-month, 36-month, and 54-month follow-up surveys.

Notes: Average monthly earnings are calculated by dividing the total yearly earnings by the total number of months in which information
isnot missing.
Sample sizes vary for individual measures of employment and earnings because of missing values.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
Rounding may cause slight discrepanciesin sums and differences.
All analyses were only for those who responded to the 54-month survey.
3 Full-time employment” is defined as working 30 or more hoursin at least one week during the month.
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The rules of SSP prohibited people from simultaneously receiving the earnings
supplement and income assistance. In other words, whenever SSP encouraged someone to
work full time, it also encouraged her to stop receiving income assistance. The program’s
effects on | A receipt grew from about 6 percentage pointsin the first year to about
13 percentage points in the second year, and was still about 6 percentage points in the fourth
year. Its effect on monthly IA payments grew from $35 per personin Year 1 to $103 per
personin Year 2, and was still $48 per personin Year 4.

Although SSP reduced IA payments, it did so by paying earnings supplements that often
were higher than the |A payments they replaced. As aresult, supplement payments and |A
payments to the program group, when taken together, averaged more per member than
average |A payments to control group members. In the second year after random assignment,
for example, payments to program group members averaged $778 per month, while 1A
payments to control group members averaged $690. In Y ear 4, when the program’ s effects on
employment and |A use had declined, program group members received $41 more each
month in A and SSP supplement payments than control group members received in 1A
payments.

e SSP substantially increased income and reduced poverty.

Table ES.2 summarizes the effects of SSP on income, taxes and other transfers, and
poverty during the six-month periods prior to the three follow-up surveys. Results from the
18-month and 36-month surveystell asimilar story. At both pointsin time, SSP significantly
raised individual and family income, even after taking taxes into account. For example,
during the six months prior to the 18-month survey, the program increased individual
monthly after-tax income by $165 per program group member (from alevel of nearly $1,200
for the control group). During the six months prior to the 36-month survey, the program
increased individual after-tax income by $102 per month (again from a control group level of
about $1,200).

By increasing income, SSP also substantially increased the number of families with
income above Statistics Canada’ s low income cut-off. While about 14 per cent of the control
group had income above the cut-off in the six months prior to the 36-month interview, for
example, about 24 per cent of the program group had income above the cut-off, implying that
the program reduced poverty by more than 9 percentage points. The reduction in poverty was
even larger (about 12 percentage points) prior to the 18-month survey, when the program’s
effect on income was also larger.

One of the concerns about policies that supplement earningsis that people who would
have worked without the supplement may take advantage of their extraincome to cut back
their work effort somewhat and rely somewhat more on cash transfers. Because SSP required
full-time work and because people had to pay taxes on their extra earnings and their extra
supplement payments, SSP was rather more efficient than earlier earnings supplement
programs. At both the 18-month and the 36-month follow-up periods, every $1 increase in
government cash transfer payments increased monthly after-tax income by $2 to $3. For
example, within six months prior to the 36-month survey, the government spent $55 per
month more in after-tax cash transfer payments, and individual after-tax income increased by
$102 per month.
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Table ES.2: SSP Impacts on Monthly Income and Net Transfer Payments in the Six Months Prior to
the 18-Month, 36-Month, and 54-Month Follow-Up Interviews

6 Months Prior to 6 Months Prior to 6 Months Prior to
18-Month Interview 36-Month Interview 54-Month Interview
Control Difference Control Difference Control Difference

Outcome Group (Impact) Group (Impact) Group (Impact)
Sources of individual income ($/month)
Earnings 227 127 *x* 355 59 ** 485 19
SSP supplement payments 0 193 *** 0 162 *** 0 4 wxx
Income assistance payments 723 -109 *** 573 ST rxx 446 =31 ***
Other transfer payments® 207 -9 ** 238 2 300 0
Other unearned income® 54 2 93 -11 96 -17 **
Projected taxes and net transfer payments ($/month)
Projected income taxes® 4 27 *xx 63 33 *xx 63 -4
Net transfer paymentsd 925 58 *** 758 55 *** 691 -26
Total individual and family income
Total individual income ($/month) 1,222 210 *** 1,270 135 *** 1,340 -29
Total individual income net of taxes ($/month) 1,198 165 *** 1,207 102 *** 1,278 -25
Total family income ($/month)® 1,298 199 *** 1,450 148 *** 1,635 -10
Percentage with income above

the low income cut-offs' 10.7  12.4 *** 14.3 9.4 *** 18.7 0.9
Sample size (total = 4,826) 2,373 2,373 2,373

Sources. Calculations from 18-month, 36-month, and 54-month follow-up survey data, income assistance (1A) administrative records, and payment
records from SSP’s Program Management Information System.

Notes: Sample sizes vary for individual measures because of missing values. This may cause slight discrepanciesin sums and differences.
All analyses were only for those who responded to the 54-month survey.

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

Rounding may cause sight discrepancies in sums and differences.

Ancludes the Child Tax Benefit, the Goods and Services Tax Credit, Employment Insurance (El), provincial tax credits, and, for the 54-
month sample only, the Family Bonus.

b ncludes alimony, child support, income from roomers and boarders, and other reported income.

“Includes projected El premiums and Canada Pension Plan premiums deducted through payroll, and projected income taxes. Payroll
deductions and income taxes were projected from federal and provincial tax schedules and data on earned and unearned income and SSP
supplement payments; the actual taxes paid by sample members may differ from these projections.

9Includes public expenditures on SSP, IA payments, and other transfers, net of income tax revenue.
®Family income is measured by the sum of the sample member’ s income and the labour earnings of any other members in that person’s family.

fCalculated by comparing annualized family income with the low income cut-offs defined by Statistics Canada for the sample member's
location and family size.

e Attheend of thefollow-up period, program group and control group members
were equally likely to work and receive income assistance.

Program group members had to initiate supplement receipt in the year after entering the
study. Since they could receive the supplement for three years, their eligibility for the
supplement ended sometime during the fourth year after random assignment. The effects of
SSP were generally small at the end of the follow-up period, after parents could no longer
receive the earnings supplement. For example, in the middle of the fifth year, about 27 per cent
of the control group worked full time compared with 28 per cent of the program group, and
average earnings for both groups were close to $500 per month. Moreover, a comparison of 1A
use in the sixth year found virtually no difference between the program and control groups.

Likewise, the effects of SSP on poverty were small at the end of the follow-up period. In
the six-month period prior to the 54-month interview, close to 20 per cent of both the
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program and control groups had income above the low income cut-offs, and the average
individual in both groups had about $1,250 per month in after-tax income.

An analysis of the employment patterns of supplement takers and control group members
implies that job loss among supplement takers was primarily responsible for the reductionsin
the program’ s effect in the second and third years after random assignment, but that control
group catch-up was primarily responsible for reduced effects in the fourth and fifth years. If
thisistrue, then the fact that the supplement was available for only three years was not
responsible for the small impacts at the end of the follow-up period.

Put another way, many control group members went to work without the supplement
offer, but SSP accelerated the return to work of many people in the program group. By
accelerating the return to work, SSP had considerable cumulative effects over the entire
follow-up period. For example, program group members worked full time for 14 months on
average compared with fewer than 10 months for control group members, and the average
program group member earned nearly $3,400 more than the average control group member
over this period. Counting earnings and payments from income assistance and SSP
supplements, the income for the average program group member was about $6,350 higher
than for the average control group member over the entire follow-up period.

These results are even more impressive considering that they were probably concentrated
among the 36 per cent of the program group that took up the supplement offer. Per
supplement taker, SSP increased full-time work experience by nearly a year, increased
earnings by more than $9,000, and increased combined income from earnings, |A payments,
and supplement payments by about $17,600.

e SSP benefited awiderange of | A recipients.

SSP' s impacts on full-time employment were spread quite evenly across a broad range of
subgroups of sample members. By making work pay better than welfare, SSP increased full-
time employment among high school graduates as well as dropouts, those with and those
without health barriers, those with and without young children, and those with limited prior
work experience as well as those with considerable experience. Even among people who
thought they could not work because of physical disabilities, problems with child care, or
family or personal responsibilities, SSP had more than doubled full-time employment by the
beginning of the second year after random assignment.

SSP was successful in both British Columbia and New Brunswick, two very different
places with different populations, economies, and 1A systems. Moreover, many of the
program’s effects were similar in the two places, in part because the generosity of SSP was
set at different levelsin the two provinces to achieve similar effects. In both provinces, for
example, about 35 per cent of program group members ever received the supplement, and the
program’s effect on cumulative income was about $6,000. The fact that SSP was effectivein
such different locations adds credibility to the notion that the offer of an earnings supplement
can have important effectsin a variety of circumstances and locations.

Although supplement receipt and income gains were similar in the two provinces, impacts
on |A receipt and full-time employment were somewhat higher in New Brunswick than in
British Columbia. For example, in Quarter 5, SSP reduced IA receipt by 16.3 percentage points
in New Brunswick, compared with 10.3 percentage points in British Columbia. The differences
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were particularly striking at the end of the follow-up period. While the effects of SSP were close
to zero in British Columbia, in New Brunswick the program continued to reduce I A receipt (by
6.5 percentage points) and increase full-time employment (by 5.4 percentage points).

THE EFFECTS OF SSP ON CHILDREN

SSP was intended primarily to encourage parents to go to work, but the extrawork and
income stemming from the program might have had a host of other effects on children of the
parents who were affected by the supplement offer. SSP collected data to determine whether
policies that increase employment and income among single parents benefit children or
whether children suffer because increased employment (particularly full-time employment)
reduces the time that children spend with their parents and increases their parents’ stress.

Table ES.3 summarizes the effects of SSP on young children.

Table ES.3: SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Infants/Toddlers and Preschoolers at Random Assighment

36-Month Follow-Up 54-Month Follow-Up
Program Control Difference Program Control Difference
Outcome Group Group (Impact) Group Group (Impact)
Infants/Toddlers (1-2 years old at
random assignment)
Academic functioning
PPVT-R score® 92.0 90.7 1.3 — — —
Above average, any subject (%) — — — 77.3 73.7 3.6
Below average, any subject (%) — — — 9.9 11.5 -1.7
Behaviour and emotional well-being
Behaviour problemsb 15 15 0.0 1.3 1.3 0.0
Positive social behaviour” 25 2.6 0.0 2.7 2.7 0.0
Sample size 369 396 554 605
Preschoolers (3-5 years old at
random assignment)
Academic functioning
PPVT-R score® 93.6 91.7 1.9 — — —
Math score® 0.4 0.3 0.1 ** — — —
Above average, any subject (%) 74.8 70.9 3.9 78.7 73.7 5.0 **
Below average, any subject (%) 15.7 21.7 -6.0 * 17.0 21.8 -4.8 **
Behaviour and emotional well-being
Behaviour problems” 14 1.4 0.0 1.3 1.3 0.0
School behaviour problemsd 1.2 1.2 0.0 — — —
Positive social behaviour” 2.6 2.6 0.0 2.7 2.7 0.0
Sample size 387 374 577 560

Sources. Calculations from the 36-month and 54-month follow-up surveys.
Notes: Only children who were in the home at random assignment were analyzed.

Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Stetistical significance levels
areindicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.

Standard errors were adjusted to account for shared variance between siblings.
Rounding may cause sight discrepancies in sums and differences.
Sample sizes may vary for individual items because of missing values.

#The Peabody Picture Vocabulary Test—Revised (PPVT-R) isatest of children’s understanding of words. Scores reported are
standardized scores.

PBehaviour problems and positive social behaviour are rated on a scale from 1 (never) to 3 (often).
“The math score reflects the proportion of items answered correctly in a math skills test.

dParents of children were asked how often in the past school year they were contacted by the school about their child’s behaviour
problems in school. Responses range from 1 (never contacted or contacted once) to 3 (contacted four or more times).
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e SSP neither harmed nor benefited the youngest children.

On the basis of a standardized test of vocabulary skills given at the 36-month follow-up
and parent reports at both the 36-month and the 54-month follow-ups, program group and
control group children who were infants or toddlers (1 or 2 years of age) at the time of
random assignment had similar levels of cognitive and academic achievement. SSP also did
not significantly affect these children’s behaviour or health at either point. In short, SSP did
not significantly affect very young children’s functioning and behaviour. Considering how
young the children were at the start of the program, it is reassuring that the increases in full-
time maternal employment did not result in negative effects for these children.

e SSPimproved cognitive and school achievement of young school-age children.

For children who were pre-schoolers (3 or 4 years of age) at the time of random assignment,
SSP improved both cognitive skills and academic achievement according to both a standardized
math test (given at the 36-month follow-up) and parent reports. Moreover, the program
improved their academic achievement both while parents were receiving the supplement and
after they were no longer eligible for the supplement. These findings suggest that the benefits
young school-age children experienced during the period of supplement eligibility set the
children on atragjectory that was sustained after families reached the three-year time limit. There
was little indication, however, that SSP affected children’s behaviour or health.

Table ES.4 summarizes the effects of SSP on adol escents.

Table ES.4: SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Young Adolescents and Older Adolescents at Random Assignment

36-Month Follow-Up 54-Month Follow-Up
Program Control Difference Program Control  Difference
Outcome Group Group (Impact) Group Group (Impact)
Young adolescents (13-15 years old
at random assignment)
Academic functioning
Parental report
Above average, any subject (%) 68.5 70.2 -1.8 — — —_
Below average, any subject (%) 33.3 35.1 -1.8 — — —
Adolescent report
Above average, any subject (%) 80.9 86.9 -6.0 — — —
Below average, any subject (%) 85.5 74.8 10.7 ** — — —
Dropped out of school (%) 13.0 10.4 2.6 31.8 28.9 2.9
Completed 12th grade (%) —_ —_ — 33.1 31.0 2.1
Attending college (%) 1.2 1.5 -0.3 9.4 8.6 0.7
Behaviour and emotional well-being
Parental report
School behaviour problems? 1.4 1.4 0.0 — — —
Adolescent report
Ever had a baby (%) —_ —_ — 16.2 14.1 2.1
Ever been arrested (%) — — — 19.7 19.6 0.1
Frequency of delinquent activityb 1.4 1.3 0.1 ** — — —
Any smoking (%) 42.4 38.9 3.5 — — —
Drinks once a week or more (%) 18.1 8.3 9.7 ** — — —
Any drug use (%) 29.1 24.3 4.8 — — —
Sample size 230 202 461 406
(continued)
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Table ES.4: SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Young Adolescents and Older Adolescents at Random Assignment (Cont’'d)

36-Month Follow-Up 54-Month Follow-Up
Program Control Difference Program Control Difference
Outcome Group Group (Impact) Group Group (Impact)
Older adolescents (16-17 years old
at random assignment)
Dropped out of school (%) — — — 34.2 29.3 4.9
Completed 12th grade (%) — — — 58.7 63.1 -4.4
Attending college (%) — — — 13.9 11.4 25
Ever had a baby (%) — — — 27.8 18.1 9.7 **
Ever been arrested (%) — — — 17.1 18.0 -0.9
Sample size 257 247

Sources: Calculations from the 36-month and 54-month follow-up surveys.
Notes: Only children who were in the home at random assignment were analyzed.

Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Statistical significance
levelsareindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.

Standard errors were adjusted to account for shared variance between siblings.
Rounding may cause slight discrepanciesin sums and differences.
Sample sizes may vary for individual items because of missing values.

#Parents of children were asked how often in the past school year they were contacted by the school about their child’s
behaviour problemsin school. Responses range from 1 (never contacted or contacted once) to 3 (contacted four or more times).

PFrequency of delinquent activity is rated on a scale from 1 (never) to 4 (five or more times).

e SSP had some negative effectsfor young adolescents while parentswere
receiving the supplement.

At the 36-month follow-up point, young adolescents (13, 14, or 15 years of age at the
time of random assignment) in the program group reported doing worse in school and being
more likely to have committed minor acts of delinquency such as smoking and drinking.
However, at the 54-month follow-up point, program group and control group parents
provided similar reports regarding the behaviour, health, and academic achievement of these
adolescents. After parents were no longer eligible for the supplement, there were no
significant differences between the program group and control group adolescents, although
information about the outcomes on which young adolescents performed significantly worse at
the earlier follow-up period was not collected in the final follow-up interview. Thisfinding
suggests that young adolescents may have been harmed by alack of supervision when parents
were working full time but that the negative effects of SSP were temporary.

e SSP had few significant effectsfor older adolescents.

SSP did not significantly affect school progress or involvement in school and work for
older adolescents, who were 16 or 17 years of age at the time of random assignment. Older
adolescents in the program group were more likely to have had a baby by the 54-month
follow-up, but thisincrease in fertility was not associated with other negative outcomes, such
as dropping out of school or being unemployed. Moreover, the adolescentsin this group were
adults by the end of the follow-up period, and there may be less reason to be concerned about
whether they had given birth.
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WHAT HAPPENED TO FAMILIES AFTER THE CLIFF?

As has been discussed, about 36 per cent of the program group received at least one
supplement payment. These families faced a “cliff” three years later when their eligibility to
take home generous supplement payments ended.

e Amongregular recipientsof SSP supplement payments, income dropped
substantially after familieswere no longer eligible for the supplement. However,
families did not alter their expendituresor experienceincreased hardship.

Among supplement takers, 291 received the supplement regularly (in at least five of the
last six months of their supplement eligibility) and therefore were most likely to experience
the effects of the cliff (the “cliff sample”).

Asisshownin Table ES.5, supplement payments represented a substantial portion of
income for this group. A family in the cliff sample received about $600 per month on average
from the supplement, which they lost when they were no longer eligible for the supplement.
Moreover, their average monthly income grew from about $1,200 during the month of
random assignment to about $1,800 per month when they were eligible for the supplement
and then diminished somewhat — to less than $1,500 per month — after they were no longer
receiving supplement payments.

Table ES.5: Average Monthly After-Tax Income in the Six Months Prior to Each
Interview for the Cliff Sample of Intensive Supplement Recipients,

by Source
Interview Month

Income Source ($) Baseline 18 36 54

Earnings 238 771 908 1,042
SSP supplement 0 576 593 20
Income assistance 725 177 38 75
Unemployment insurance 16 21 23 49
Child Tax Credit 129 133 149 153
Alimony/child support 31 49 56 55
Other income 64 54 53 67
Total 1,204 1,780 1,821 1,460

Sample size: 291

Sources. Baseline survey, 18-month, 36-month, and 54-month follow-up surveys and administrative records.

Note: A member of the “cliff sample’ is a supplement taker who received supplement paymentsin five of the last six
months of supplement eligibility.
Rounding may cause sight discrepancies in sums and differences.

To some extent, these families were able to replace the income lost when they could no
longer receive the SSP earnings supplement. A few families returned to the 1A rolls, and the
average |A benefit doubled after the cliff (but was about only 10 per cent of what it had been
at random assignment). A few families were able to make claims from the unemployment
insurance system, and income from this source doubled after the cliff. Perhaps most
important, the average earnings of cliff sample membersincreased dightly after the cliff,
implying that the supplement was not the only reason they were working full time.
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Families had less income after the cliff, but their total expenditures on basic necessities
such asfood, clothing, and rent decreased only dlightly (not shown in Table ES.5). Likewise,
families generally reported only slight increases in hardship after the cliff. For example,

16 per cent of families indicated they had difficulty affording groceries when they were
receiving the supplement, compared with 18 per cent after the cliff. Perhaps the amount of
hardship was kept relatively low and the amount of spending kept relatively high by
borrowing money. For example, average debt on al items other than a mortgage increased
from about $2,100 to more than $2,700 per cliff sample family.

Although earnings, income, 1A use, and other outcomes for the cliff sample changed over
time, it isimportant to remember that these changes do not represent how much the
supplement changed these outcomes relative to what they would have been without the
supplement offer. Income for other sample members — both supplement takers and non-
takers — aso changed over time, and earlier sections of this Executive Summary describe the
overall effects of the supplement offer on income. When the entire study sampleis
considered, SSP did not have a significant effect on hardship or average debt at the end of the
follow-up period.

e Losingthe SSP earnings supplement may have caused some people to leave wor k
or return tothelA rolls, but most regular supplement recipientsdid not change
their behaviour when they lost igibility for the supplement.

Full-time employment for the cliff sample did decline over time after sample members
lost their eligibility for the supplement. Since the members of this group were consistently
receiving the supplement, most of them were also working full time near the end of their
eligibility period. Eight months after they had lost their eligibility for the supplement, about
70 per cent of the cliff sample were working full time, compared with more than 90 per cent
six months prior to the cliff. In comparison, employment of other SSP takers (that is, those
who received it sporadically) changed very little after the cliff.

|A receipt for the cliff sample likewise increased from virtually zero prior to the cliff
(since everyone in the group was receiving SSP supplements in most months) to about 13 per
cent eight months after the cliff. IA use for other supplement takers did not change in any
obvious way when their eligibility for the supplement ended.

COSTS AND BENEFITS OF SSP

SSP had impressive effects on employment, welfare use, income, and children’s
outcomes. To achieve these results, the program had to spend more on cash transfers, and it
had to implement a new program with new rules and infrastructure. At what cost were the
gains of SSP achieved, and were those costs outweighed by the benefits of the program? That
is the primary question addressed by the SSP benefit-cost analysis.
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Costs to one person may be benefits to another. For example, SSP supplement payments
were paid by the government but provided vital income to many poor families. In studying
costs and benefits, the benefit-cost analysis explores three perspectives. SSP program group
members, the government, and society as awhole. The program group’s perspective
identifies net gains or losses for members of the SSP program group. For example, program
group members earned more and received SSP supplement payments, but they paid morein
taxes and had to give up A payments to receive the supplement. The government’s
perspective identifies gains and losses incurred by a combination of the federal and provincial
governments that fund such programs. The government paid for cash transfer payments and
for administering the program, but it gained through increased income and sales tax receipts.
The perspective of society as awhole combines the perspectives of the program group and
those outside the program (that is, the taxpayers who fund the federal and provincial
government budgets). A net loss to society occurs when aloss from one perspectiveis not a
gain from another. For example, the government paid to operate SSP, but these costs did not
directly provide income to the program group. Likewise, a net gain to society occurs when a
gainto one group is not aloss to another. Transfer payments — such as |A and SSP
supplement payments — represent neither aloss nor a gain to society, since some people pay
for the benefits while others receive them.

The benefit-cost analysis presents results primarily for outcomes that can be easily
measured in dollar amounts. It does not attempt to value outcomes such as children’s
cognitive achievement or the time that parents spend with children. For outcomes such as
earnings and cash transfer payments, results in the benefit-cost analysis differ from resultsin
the impact analysis for two reasons. First, the SSP benefit-cost analysis projected earnings
through five years to account for the small ongoing effects of the program. Second, resultsin
the benefit-cost analysis were adjusted for inflation and are expressed in present value terms
to account for the notion that income gains early in the program could have been invested and
therefore were more valuable than income gains later in the period.

e SSP provided morethan $5,200 in extraincome and other benefitsto the
aver age family in the program group.

Aswas described earlier, SSP increased the income that program group members
received in anumber of ways, which are summarized in the first column in Table ES.6. SSP
increased cash transfer payments, primarily through SSP supplement payments (on average
$3,173 more for program group members than for control group members). The program
increased earnings and resulted in jobs that provided extra fringe benefits (on average $4,100
more for program group members than for control group membersin earnings and the value
of fringe benefits). Program group members had to pay payroll and income taxes on their
additional earnings and had to pay income taxes on their supplement payments (program
group members paid on average $2,126 more in estimated taxes and in lost tax credits than
did control group members). Summing up the various gains and losses, program group
members experienced afinancial gain of $5,256 because of SSP.
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Table ES.6: Five-Year Estimated Net Gains and Losses per SSP Program Group Member,
by Accounting Perspective (in 2000 Dollars)

Accounting Perspective

Program Government
Component of Analysis Group Budget Society
Financial effects
Transfer payments 3,173 -3,173 0
Transfer payment administration 0 -232 -232
Operating cost of SSP*” 0 -1,267 -1,267
Program management information systems;b 0 -37 -37
Supports for work® 108 -108 0
Earnings and fringe benefits 4,100 0 4,100
Taxes and premiums® -1,732 1,732 0
Tax credits -394 394 0
Net gain or loss (net present value) 5,256 -2,691 2,565

Sources. Calculations from Income Assistance (1A) administrative records; payment records from SSP’'s Program Management
Information System (PMIS), Employment Insurance (EI) administrative records; SRDC expenditure reports for
Systemhouse, Vinge and Family services; annual reports for the provinces of British Columbia (1995-1996) and New
Brunswick (1994-1995); 18-month, 36-month, and 54-month follow-up surveys; and federal and provincial tax
regulations as provided in the 2000 Canadian Master Tax Guide, the Canada Customs and Revenue Agency (CCRA)
1999 Tax Guide and Forms, and government publications.

Notes: All costs are discounted and adjusted for inflation except operating and Program Management Information costs which are
not discounted.

Five-year estimates include observed values of 1A and SSP payments, but some months of earnings were imputed for those
individuals who had fewer than five years of earnings data available.

Rounding may cause sight discrepancies in sums and differences.
A operating costs are part of payment administration. For IA this cost does not include any outreach or orientation.

POperating and PMIS costs were not projected to five years. These estimates reflect the cost of operating SSP for the
observed period, which is approximately four and a half years, but varies with the date of the 54-month survey interview.

‘Includes imputed child care subsidies for both provinces and Transportation/Transition to Work benefitsin British
Columbia.

4Amounts shown include the employee portion of El and Canada Pension Plan (CPP) Premiums. The employer
contribution to these premiumsisincluded as part of fringe benefits of employment. For simplicity, the employee portion
of CPP premiumsis counted as a cost to the program group. However, these costs would likely be more than offset by
future pension payments.

e SSP cost thefederal and provincial governments about $2,700 per program
group member beyond what was spent on the control group.

To provide the benefits that accrued to families from SSP, the government spent money
on anumber of activities, including operating and administering the program and paying for
earnings supplements (shown in the second column of Table ES.6). The main cost of SSP to
the government was in the form of cash transfer payments ($3,173 more spent on program
group members than on control group members on average), although the government
recouped much of thisin the form of higher taxes ($2,126 more per program group member
than control group member). The federal and provincial governments also paid for
operational and administrative costs of SSP. SSP required staff to conduct the activities such
as orientation and outreach that were described earlier. The cost of conducting these activities
was $1,536 per program group member (net of savingsin the administration of the IA
program when program group members left income assistance to receive SSP’s earnings
supplements). Summing up various payments and gains shows that the governments spent
$2,691 per program group member to achieve SSP’ s benefits.
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e From the perspective of society asawhole, SSP’s benefits outweighed its
costs.

As was described above, the federal and provincia governments spent $1,536 per
program group member administering SSP, over and above what would have been spent
administering the IA program if no program group member had left income assistance for
SSP. The extra spending increased earnings and the value of fringe benefits to program
group members by $4,100 on average (again, compared with the earnings of the average
control group member). Thus, SSP provided a net benefit to society of nearly $2,600 per
program group member (shown in the last column of Table ES.6).

SSP was one of the most efficient programs designed to encourage work by
supplementing earnings. In comparison, the Negative Income Tax experiments run in the
United States in the 1970s found that supplementing family income actually cost society
by encouraging people to work less (Burtless, 1987). More recently, aprogramin
Minnesota that allowed long-term welfare recipients to keep more of their welfare cheques
when they went to work but required them to participate in services designed to help them
find work neither benefited nor cost society when it increased parents’ earnings (Miller et
al., 2000).

It isimportant to recognize that these financial costs and benefits do not take into
account nonfinancia benefits or costs, such as the benefit to society when children perform
better in school, the costs to parents who give up their time with their children, or the
benefits to parentsif their emotional well-being improves because they work. Likewise, this
accounting does not include many indirect financial costs and benefits, such as increased
payments to child care providers from parents who go to work. It is not clear how these
other nonfinancial costs and benefits would change the basic finding that society benefited
from SSP.

ADDING SERVICES TO THE SSP INCENTIVE: SSP PLUS

Although SSP’ s financial work incentive encouraged a substantial amount of work by
itself, only about one third of the people who were offered the supplement were able to find
the full-time jobs required to take up the offer. In addition, many of the people who took
advantage of the supplement offer soon lost their jobs.

Anticipating these problems, SSP also tested an enhanced version of the earnings
supplement program called SSP Plus. In SSP Plus, asmall group of IA recipientsin New
Brunswick was offered both the earnings supplement and a range of employment services
that were designed to help them find work, maintain that work, and advance in a career
(described in greater detail in the accompanying box). Servicesin SSP Plus could be used
whenever a group member thought she could benefit from them and in whatever form she
thought she would benefit from them.
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Services Available to SSP Plus Program Group Members

Employment Plan. A blueprint for self-sufficiency was drawn up for each group member. It
included information on employment barriers, goals, and anticipated use of SSP Plus services.

Resumé Service. SSP Plus program staff members were available to draft, type, format,
proofread, and print resumés.

Job Club. Program group members were encouraged to enrol in job clubs led by SSP Plus job
coaches. Emphasis was on early contact with employers, consistent follow-up, and the

importance of maintaining a positive attitude. II
Job Coaching. Program group members formed one-on-one relationships with SSP Plus ||
program staff members, who offered practical advice and emotional support. II

Job Leads. SSP Plus program staff collected and distributed news of job openings.

Self-Esteem Workshop. Program group members participated in exercises designed to build
self-esteem.

Other Workshops. Workshops targeted program group members confronting job loss or looking
for higher-paying positions.

For this study, examining the effects of combining the earnings supplement with voluntary
job-related services, research sample membersin New Brunswick who were recruited for SSP
between November 1994 and March 1995 were randomly assigned to three groups. Thosein
the SSP Plus program group were offered both the earnings supplement and SSP Plus services,
thosein the regular SSP program group were offered only the supplement, and those in the
control group were offered neither the earnings supplement nor SSP Plus services. Of the
892 recipients who were randomly selected and agreed to be part of the study, 765 completed
the 54-month interview and are examined in this report — 256 in the SSP Plus program group,
258 in the regular SSP program group, and 251 in the control group.

e SSP Plus program group members made substantial use of the employment
servicesthey wer e offered, and they used more servicesthan did regular SSP
program group members.

Prior to finding work, nearly all members of the SSP Plus program group used the
employment plan, and this was the service they usualy received first. In addition, more than
two thirds used the resumé service at least once, three quarters received job coaching, and
nearly two thirds received job leads (primarily by phone). The job club was the service |east
likely to be used.

Fewer people used services after they went to work. For example, only about one fifth of
supplement takers completed an employment plan or used the resumé service after they had
initiated supplement receipt. In contrast, because job coaches made a conscious effort to step
up contact with program group members after they found employment and because job
coaching focused on job retention and job advancement, three in five supplement takers
received job coaching after initiating supplement receipt. The intensive use of job-coaching
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and job-leads services by supplement takers after the supplement take-up could have some
bearing on outcomes such as supplement receipt and employment.

Although regular SSP program group members were free to use outside services,
members of the SSP Plus program group used more job-search services than members of the
regular SSP program group. The 18-month follow-up survey indicated that 48 per cent of
SSP Plus program group members participated in organized job-search activities, compared
with 32 per cent of the regular SSP program group and 27 per cent of the control group. Field
data also indicated that the job-search and other services SSP Plus offered were qualitatively
different from those offered by income assistance or other providers. Services focusing on job
retention and job advancement were generally unavailable in program group members
communities.

e Theaddition of employment servicesin SSP Plus significantly increased the
likelihood of supplement receipt and had substantial effects on employment,
earnings, and | A use.

About half the long-term welfare recipients in New Brunswick who were offered SSP
Plus services found full-time work in the year after entering the study and therefore were
able to initiate supplement receipt. In contrast, only about 37 per cent of regular SSP
program group members took up the supplement offer. Thus, adding voluntary employment
services to the SSP supplement offer increased supplement take-up by about 16 percentage
points.

Table ES.7 shows some of the subsequent effects of SSP Plus. The primary question for
SSP Plus is whether adding services to the supplement offer produced larger effects than the
supplement offer by itself. Thisincremental effect can be determined by comparing outcomes
for the SSP Plus program group with outcomes for the regular SSP program group that was
randomly assigned when random assignment for SSP Plus took place (that is, between
November 1994 and March 1995). This comparison is shown in the far right-hand column of
Table ES.7.

During the first three years, the effects of adding services to the supplement offer were quite
small. For example, the effect on full-time employment of adding services to the incentives was
not statistically significant. Likewise, the additional effect of services on earnings, IA use, and
IA payments were all statistically insignificant.

In the fourth year, however, the incremental effects of services began to grow. For
example, adding services to the supplement offer increased full-time employment by about
7 percentage points (from about 33 per cent of the regular SSP program group to about 40 per
cent of the SSP Plus program group). Likewise, the additional services began to have
substantial effects on earnings (an impact of $132 per month), IA use (a reduction of about
11 percentage points), and IA payments (a reduction of $72 per month).
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Table ES.7: SSP and SSP Plus Impacts on Employment, Earnings, Income Assistance, and
Cash Transfers

SSP Plus Regular SSP SSP Plus
Average Outcome Levels vs. Control vs. Control vs. Regular SSP
Regular Impacts of Impacts of
SSP Plus SSP Financial Financial Added
Program Program  Control Incentives Incentives Impacts of
Group Group Group and Services Alone Services
Outcome () (2) (3) (4) (6) (8)
Monthly full-time employment (%)
Year 1 22.4 21.1 12.1 10.3 *** 9.0 *** 1.3
Year 2 33.6 35.9 16.5 17.1 *** 19.5 **=* -2.4
Year 3 36.6 34.1 19.5 17.1 *x* 14.6 *** 2.5
Year 4 40.1 32.8 25.7 14.4 *x* 7.0 ** 7.4 **
Year 5, Quarter 1 38.0 33.2 30.9 7.1* 2.3 4.8
Year 5, Quarter 2 39.7 33.4 31.3 8.4 ** 2.1 6.3
Average monthly earnings ($)
Year 1 245 207 158 87 *** 49 ** 38 *
Year 2 376 377 247 128 *** 130 *** -2
Year 3 444 394 312 132 *** 82 ** 50
Year 4 574 442 406 167 *** 35 132 **
Year 5, Quarter 1 580 481 484 96 -3 99 *
Year 5, Quarter 2 593 482 515 78 -33 111 *
Monthly IA receipt (%)
Year 1 81.9 82.5 90.9 -9.1 *** -8.4 *** -0.6
Year 2 57.1 59.3 75.5 -18.4 *** -16.2 *** -2.3
Year 3 50.4 55.7 69.2 -18.8 *** -13.5 **=* -5.3
Year 4 44.3 55.3 61.5 -17.3 *** -6.2 * -11.0 ***
Year 5 42.9 51.7 54.5 -11.6 *** -2.8 -8.8 **
Year 6, Quarter 1 39.3 48.1 49.2 -9.9 ** -1.1 -8.8 **
Year 6, Quarter 2 39.7 46.2 46.0 -6.4 0.2 -6.6
Average monthly IA payments ($)
Year 1 590 595 646 -56 *** -5 -5
Year 2 420 429 539 =119 *x* -110 **=* -9
Year 3 372 414 503 =131 *x* -89 *** -42
Year 4 333 404 452 -119 *x* -48 * =72 **
Year 5 311 369 383 -72 ** -14 -58 **
Year 6, Quarter 1 288 338 350 -62 ** -12 -50
Year 6, Quarter 2 291 331 326 -35 5 -40
Average monthly payments
from IA and SSP ($)
Year 1 712 702 644 68 *** 58 *** 10
Year 2 658 637 541 117 *x* 96 *** 21
Year 3 602 606 504 QQ *** 102 **=* -4
Year 4 489 502 454 35 48 * -14
Year 5 317 372 383 -66 ** -12 -54 *
Year 6, Quarter 1 288 338 350 -62 ** -12 -50
Year 6, Quarter 2 291 331 326 -35 5 -40

Sample size 256 258 251

Sources. Calculations from income assistance (IA) administrative records, payment records from SSP’s Program Management Information
System, the basdline survey, and 18-month, 36-month, and 54-month follow-up surveys.

Notes: Average monthly earnings are calculated by dividing total yearly earnings by total number of months in which information is not missing.
Sample sizes vary for individual measures of employment and earnings because of missing values.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Rounding may cause sight discrepancies in sums and differences.
All analyses were only for those who responded to the 54-month survey.
& Full-time employment” is defined as working 30 or more hoursiin at least one week during the month.
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e Theeffects of additional serviceswere still substantial near the end of the follow-
up period.

Although the total effect of SSP Plus declined somewhat after the second year, the effects
of the added services were still substantial near the end of the follow-up. In the first quarter
of Year 5 — after program group members had ceased being eligible to receive the earnings
supplement — the added services continued to increase earnings by about $99 per month (from
$481 for the regular SSP program group to $580 for the SSP Plus group). In the first quarter of
Y ear 6, the added services reduced IA receipt by nearly 9 percentage points (from 48.1 per cent
of the regular SSP program group to 39.3 per cent of the SSP Plus group).

The ongoing effects of SSP Plus are encouraging, but it isimportant to remember that
SSP Plus was a small study. Only about 250 SSP Plus program group members are studied in
this report compared with nearly 2,500 program group members in the main SSP study, and
the SSP Plus study was conducted only in New Brunswick. The small number of people
involved in the SSP Plus study makesit difficult to know how large the effects of alarger
program would be, and further research on alarger version of SSP Plus would help to clarify
how effective job-related services are at sustaining the effects of a generous financia
incentive.

POLICY IMPLICATIONS

Results from the SSP recipient study contain the following implications for welfare
policy-makers.

e Financial incentives alone can encour age long-term welfarerecipientsto work
full time.

It may sound obvious that incentives matter to welfare recipients, but when the SSP
project began this opinion was associated more with conservative critics of welfare who
decried the disincentives of the welfare system than with reformers who hoped to use positive
incentives to encourage work. Skeptics of SSP thought that long-term welfare recipients had
too many persona problems to make the leap to full-time work and that SSP’ s supplement
offer would consequently have little effect on behaviour. They pointed to prior research that
supposedly showed small effects from financial incentives allowing welfare recipients to
keep more of their welfare cheque when they went to work. The skeptics were at least partly
wrong. In SSP, more than one third of the long-term welfare recipients who were offered the
earnings supplement went to work full time, and the program doubled full-time employment
at its pesk.

e When structured properly, programswith financial incentives can be quadruple
winners — encouraging work, increasing earnings, reducing poverty, and
benefiting society.

During the four-and-a-half-year period in which people were studied, SSP increased full-
time employment by 44 per cent over control group levels, increased earnings by 20 per cent,
increased income by 13 per cent, and substantially increased the number of families with
income above Statistics Canada’ s low income cut-offs. By providing these benefits at
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relatively low administrative costs, SSP aso provided benefits to society estimated at nearly
$2,600 per program group member. This combination of such large effects on earnings,
income, and poverty with net gains to society has rarely been seen in arandom assignment
study of a program to encourage welfare recipients to work.

The structure of the supplement offer contributed to this unique combination of effects.
The supplement was offered only to people who had been on welfare for ayear, it was given
only to people who found full-time work within a year, it was available only for three years,
and it was paid only to those who worked full time. All these features increased the efficiency
of the program by offering the supplement to people who would be relatively unlikely to
work on their own and by ensuring that people who received the supplement also gained a
substantial amount of their income from earnings. A change in any of these rules would have
made SSP more expensive and less efficient, or would have benefited fewer people.

e Raising theincome of poor families also provides benefitsto their elementary-
school-age children, and those benefits can be sustained.

In SSP, children who were in elementary school at the end of three years performed better
than their control group counterparts in school and on tests of cognitive skills, and some of
these effects were sustained after parents were no longer eligible for the supplement. This
result confirms other findings that income isimportant for children’s development and that
increased income can have long-lasting effects for children. However, very young children
and adolescents did not benefit from SSP, suggesting that other policies such as after-school
programs for adolescents may be important when parents are asked to work full time.

e Combining other policieswith financial incentives might increase their effects.

About one third of the program group worked full time and received at |least one
supplement payment. Two thirds did not. The fact that many families did not benefit from the
supplement offer does not reflect badly on SSP, since no program can help everyone.
Nevertheless, results from the SSP study suggest some ways in which afinancial work
incentive could be augmented to provide broader benefits, to encourage more people to work,
and to sustain the effects of the program over alonger period of time.

SSP Plus provided evidence of one type of augmented financial incentive and showed
that adding voluntary employment services to a generous financial incentive could help many
more people find full-time jobs. SSP Plus further indicated that the added services generated
longer-lasting effects than the financia incentive alone. Perhaps future programs like SSP
could include additional efforts to help people advance in their careers or find sustainable
jobswhile they are still eligible for the supplement.

Interviews of parents who did not take up the supplement offer provide additional
suggestions. Most of the parents who did not take up the supplement offer said they were
interested in the supplement but could not find full-time work or could not overcome various
barriers to work within ayear of entering the program. A challenge for policy-makers
interested in implementing an SSP-like financial work incentive isto find other policies that
would help welfare recipients benefit from the earnings supplement by overcoming barriers
such as child care and transportation problems, physical and emotional disabilities, substance
abuse, and domestic violence.
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Chapter 1:
The Self-Sufficiency Project

Thisisthefina report of the Self-Sufficiency Project (SSP) study of long-term welfare
recipients. SSP was a research and demonstration project designed to test a policy innovation
that makes work pay better than welfare. Conceived and funded by Human Resources
Development Canada (HRDC), managed by the Social Research and Demonstration
Corporation (SRDC), and evaluated by the Manpower Demonstration Research Corporation
(MDRC) and SRDC, SSP offered atemporary earnings supplement to selected long-term
income assistance (IA) recipientsin British Columbia and New Brunswick. The earnings
supplement was a monthly cash payment available to single parents who had been on income
assistance for at least one year and who left income assistance for full-time work. The
supplement was paid on top of earnings from employment for up to three years, aslong as the
person continued to work full time and remained off income assistance. While collecting the
supplement, the single parent received an immediate payoff from work; for a person working
full time at the minimum wage, total income before taxes was about twice her earnings.*

To measure the effects of its financial incentive, SSP was designed as a social experiment
using arigorous, random assignment research design. In the SSP recipient study,” the subject
of this report, a group of about 6,000 single parents in British Columbia and New Brunswick
who had been on income assistance for at least a year was selected at random from the 1A
rolls. One half of these people were randomly assigned to a program group and offered the
SSP supplement, while the remainder formed a control group. Thisisthe final report on the
recipient study, and it describes the impacts of the supplement offer through four and one
half years after random assignment.

Members of the program group were allowed to qualify for the supplement during the
year after random assignment and could receive the supplement for three years after
qualifying. A person who found full-time work immediately could consequently receive the
supplement until the end of the third year after random assignment. A person who did not
find full-time work until the end of the first year, on the other hand, could receive the
supplement until the end of the fourth year after random assignment. As a result, most
program group members had ceased to be eligible for the earnings supplement at least
6 months prior to the end of the period covered in this report, and as long as 18 months prior
to the end of the follow-up period.? The key questions of this report are whether the SSP
program increased parents earnings and income, whether it reduced reliance on welfare,
whether it harmed or benefited children, how much it cost, and whether the supplement offer
had ongoing effects in the period after parents were no longer eligible to receive it.

'Feminine pronouns are used in this report because more than 95 per cent of single parents who have received income
assistance for at least a year — the target group for SSP — are women.

2The recipient study is so called to distinguish it from a substudy of new applicants to welfare, described later in this
chapter.

®Because of normal administrative delays associated with initiating supplement payments, 86 program group members
received their last supplement payment after Month 48. However, all had stopped receiving the supplement before the 54-
month interview.



AN OVERVIEW OF THE SSP PROJECT

The SSP Supplement Offer
The key features of the earnings supplement program were as follows:

Full-time work requirement. Supplement payments were made only to eligible
single parents who worked full time (an average of at least 30 hours per week over a
four-week or monthly accounting period, whether in one or more jobs) and who |eft
income assistance. The full-time work requirement ensured that (1) supplement
recipients were preparing for self-sufficiency, since most |A recipients would have to
work full timein order to earn enough to remain off income assistance; (2) most
supplement recipients needed to increase their work effort to qualify, since few I1A
recipients aready worked full time; and (3) earnings were substantial enough so that
earnings plus the supplement payment represented a large increase in income for most
people receiving the supplement.

Substantial financial incentive. The supplement was calculated as half the
difference between a participant’ s earnings from employment and an “earnings
benchmark” set by SSP for each province. The benchmark for each province was set
at alevel that would make full-time work pay better than income assistance for most
recipients. During the first year of operations, the benchmark was $37,000 in British
Columbia and $30,000 in New Brunswick.* Therefore, for example, a participant in
British Columbiawho worked 35 hours per week at $7 per hour earned $12,740 per
year and collected an earnings supplement of $12,130 per year ($37,000 minus
$12,740, divided by 2), which adds up to atotal grossincome of $24,870. Unearned
income (such as child support) or earnings of other family members did not affect the
amount of the supplement. When tax obligations and tax credits were taken into
account, most families had incomes $3,000 to $7,000 per year higher with the
earnings supplement program than if they worked the same number of hours and
remained on income assistance.”

Gradual reduction in benefits as ear nings increase. Reductions in the supplement
amount occurred more gradually than they do in the case of |A benefits. The
supplement was reduced by 50 cents for every dollar of increased earnings, following
the supplement cal culation formula described above. The supplement was fully
phased out only at the earnings benchmark levels.

Availability to single-parent families only. Recruitment for the study was limited to
single parents for several reasons.® First, single-parent families make up a substantial
proportion of the A caseload. Second, single parents (particularly those with young
children) face considerable barriers to full-time employment and are often considered
“unemployable’ by the welfare system. Thus, they constitute an important target
group for any new policy that attempts to increase self-sufficiency. Third, given the

“The benchmarks were increased to $37,500 in British Columbia and $30,600 in New Brunswick in February 1994, and to
$37,625 and $31,225, respectively, in February 1995, to adjust for inflation.

SAs explained in Chapter 4, the financial advantage or “generosity” of the supplement relative to income assistance
depended on severa factors, including family size. Supplement payments, unlike income assistance, did not vary with
family size.

SHowever, changesin marital status after sample selection did not affect eligibility for the supplement.
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project’s budget constraints, it was impossible to include enough cases of all types of
households on welfare to permit an accurate analysis of the supplement program’s
effects on each of them.

Availability to long-term welfarerecipients only. The supplement was offered only
to single-parent families who had been on income assistance for 12 monthsin a 13-
month period. Eligibility for the supplement was limited to these relatively long-term
welfare recipients for three main reasons. First, long-term welfare recipients account
for adisproportionate share of welfare costs, making them acritical group to target.
Second, extending €ligibility to people who had received income assistance for less
than a year would probably have resulted in alarge share of program resources being
spent on supplement payments to people who, even in the absence of the program,
would have left welfare after a short time. Third, the one-year 1A receipt requirement
reduced the potential that the program would attract people onto the welfare rolls for
the purpose of being able to receive the supplement.

One-year period to take advantage of the offer. Once an IA recipient was selected
to join the program group, she was informed that if she found full-time work within
the next 12 months and agreed to leave income assistance, she could sign up for the
supplement. If she did not sign up within 12 months, she became ineligible for the
supplement. This requirement discouraged delay in responding to the supplement
offer but gave people time to consider the offer and to find employment. The 12-
month period in which program group members could qualify for the supplement is
sometimes referred to as the “ one-year take-up window.”’

Three-year time limit on supplement receipt. A person could have collected the
supplement for up to three years from the time she began receiving it, aslong as she
was working full time and not receiving income assistance. The three-year time limit
on supplement receipt eliminated the possibility of long-term dependence on the
program.

Voluntary alter native to welfare. People could not receive |A payments while
receiving the supplement. However, no one was required to participate in the
supplement program. After beginning supplement receipt, people could decide at any
time to return to income assistance, as long as they gave up supplement receipt and
met the 1A €eligibility requirements. They could also renew their supplement receipt
by going back to work full time at any point during the three-year period in which
they were eligible to receive the supplement (also referred to as the “three-year
supplement receipt period” or “three-year supplement period”).

The program allowed some episodes of low work hours without cutting off supplement
payments. To reduce the need to return to income assistance whenever problems arose, full-
time employment was defined as 30 hours per week (although most full-time job schedules
are for 35 to 40 hours), and hours were averaged over afour-week or monthly accounting
period. Thus, supplement takers usually were not penalized for brief absences — to take care
of asick child, for example. In addition, if average hours worked fell below 30 hours per

"Program group members are said to “take up” the supplement when they successfully qualify for it. All program group
members who ever took up the supplement are called “ supplement takers.”

-3



week for afour-week or monthly period, the supplement was pro-rated the first and second
time this happened during a 12-month period. For the third and subsequent periodsin which
the 30-hour requirement was not met during a year, no supplement payment was made,
ensuring that less-than-full-time employment did not continue to be rewarded. However, the
system allowed supplement takers another two reduced-payment periods in each of the two
subsequent 12-month periods.

The program provided information and referrals to existing services in areas such as job
search and education and training but did not provide these services. Providing services
would have made it impossible to determine the extent to which differences between the
program and control groups experiences could be attributed to SSP' s financial incentive as
opposed to the services. This problem could be solved only by randomly assigning I1A
recipients to three groups — SSP with services, SSP without services, and a control group —
and this was not possible with the budget constraints that existed at the outset of the project.
It was decided during the design phase that the demonstration would be most useful if it
tested the effectiveness of an earnings supplement per se. Later, additional resources
permitted the random assignment of a small number of 1A recipientsin New Brunswick to
three groups; this“ SSP Plus’ study is described later in the chapter.

The SSP Research Design — Random Assignment

Recruitment into SSP’s main research study began in November 1992 and was compl eted
in March 1995. Each month, Statistics Canada used 1A administrative records to identify all
people in selected geographic areas in British Columbia and New Brunswick who (1) were
single parents, (2) were 19 years of age or older, and (3) had received |A paymentsin the
current month and at least 11 of the prior 12 months. No other restrictions (for example, on
health status) were imposed.? Statistics Canada then randomly selected a“fielding sample” to
contact, interview, and invite to be part of the SSP study.

Members of the fielding sample were informed that they had been selected to participate
inastudy of 1A recipients and were visited by Statistics Canadainterviewers.® During the
vigit, the interviewer administered a“basdline” survey lasting an average of 30 minutes and
then described the SSP study, carefully read an informed consent form to the sample member,
and answered any questions. By signing the informed consent form, the sample member agreed
to join the study and allow Statistics Canadato collect her records for up to eight years from
various government agencies such asthe provincial 1A ministry, Revenue Canada, and HRDC.
She also agreed to be interviewed periodically by Statistics Canada. It was explained that only
Statistics Canada would ever see any information that could uniquely identify her, that
participation in the study would not affect her igibility for any services, that she could refuse
to answer any survey questions, and that 50 per cent of those who agreed to join the study
would be randomly selected to become eligible to receive money in addition to their earningsif
they found a full-time job within the next 12 months.

8Readers should keep in mind that the |A systems in British Columbiaand New Brunswick included disabled people who
would not be able to work. American readers should note that some of these recipients would be in the American
Supplemental Security Income (SSI) program rather than in the welfare system. Thus, the sample of long-term welfare
recipients in SSP may be more disadvantaged than a comparable sample of welfare recipientsin the United States.

%The vast majority of fielding-sample members were located and contacted in the month they were first selected. If a
fielding-sample member was not contacted in the first month, Statistics Canada interviewers tried for up to two more
months to complete the interview, aslong as the person was still receiving income assistance.
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Roughly 90 per cent of the fielding sample compl eted the baseline survey and signed the
informed consent form. Immediately after the baseline interview, each of these 6,028 single
parents was randomly assigned to one of the research groups of the SSP study. Each sample
member had 50-50 odds of being assigned to the program group or the control group, except
for those joining the study between November 1994 and March 1995 in New Brunswick,
who were randomly assigned to three groups with equal odds of assignment to each: the
program group, the control group, and the “SSP Plus” group. Members of the SSP Plus group
were offered job-search assistance and job-counseling services in addition to the opportunity
to participate in the earnings supplement program. Of the 6,028 single parents who were
randomly assigned, 2,880 were assigned to the program group, 2,849 to the control group,
and 293 to the SSP Plus group.

Random assignment of people to the program and control groups was a crucia aspect of
the research design, because the program’ s effects could not be determined by ssimply
examining outcomes (activities and experiences, such as employment) for 1A recipients who
were offered the supplement. In the absence of a program like SSP, IA recipients continually
leave the welfarerolls for many reasons. Some find jobs on their own, othersfind jobs as a
result of welfare-to-work programs operated by the A system, and till others leave welfare
because they get married, because their children grow up, or for other reasons. It would be a
mistake to give SSP the credit for outcomes that would have occurred even in the program’s
absence. The random assignment eval uation design was chosen in order to obtain valid
measures of the difference SSP makes. Because people were assigned to the program group or
control group at random, members of the two groups had ssmilar backgrounds and
characteristics. They differed systematically in only one respect: program group members were
given the opportunity to participate in the supplement program, and control group members
were not. The difference between program group and control group outcomes can therefore be
used to measure the effects, or “impacts,” of the program.

Other Studies in SSP

The SSP evaluation also includes two special studies. The SSP applicant study examined
the effects of SSP for parents who had just begun receiving welfare in British Columbia. The
sample for the applicant study consisted of 3,316 new IA recipientsin British Columbiawho
were randomly assigned to either a program group or a control group. Program group
members were informed that if they continued to receive income assistance for one year, they
would then be given the opportunity to participate in SSP’ s earnings supplement program.
The first question addressed by this study was whether people would stay on income
assistance for a year to become eligible for the supplement. Berlin, Bancroft, Card, Lin, and
Robins (1998) found that few changed their behaviour to establish eligibility for the
supplement. A second question was whether the SSP supplement would increase
employment, earnings, and income for this group of welfare applicants. Michalopoulos,
Robins, and Card (1999) and Michaopoulos and Hoy (2001) found that it did, and by a
substantial amount. A final report on the applicant study will be published separately.

The second special study, the SSP Plus study, examined the effect of combining the
earnings supplement with other services. Asis mentioned earlier in the chapter, 293 sample
members in New Brunswick were randomly assigned to the SSP Plus group. In addition to
the opportunity to participate in the earnings supplement program, SSP Plus group members
received services such as job clubs, assistance in resumé preparation, and individual job-

-5-



search coaching. Outcomes for the SSP Plus group were compared with those for the
members of the main study’ s program group and control group who were randomly assigned
in New Brunswick during the same period. The goal was to determine whether providing
additional job-search services enhanced the impacts and cost-effectiveness of the supplement
program. According to Quets, Robins, Pan, Michalopoulos, and Card (1999) and Lei and
Michalopoulos (2001), the addition of employment-related services to the earnings
supplement increased use of the supplement by half, but impacts on employment were small.
Final results from the SSP Plus study are presented in Chapter 8 of this report.

ECONOMIC AND POLICY CONTEXT

In British Columbia SSP operated in the lower mainland, which includes the Vancouver
metropolitan area as well as neighbouring areas to the north, south, and east. In New
Brunswick the program operated in aregion covering roughly the lower third of the province,
including the cities of Saint John, Moncton, and Fredericton. Figure 1.1 provides an
indication of the timing of key eventsin the SSP study and in Canadian and provincial
welfare policy. Asis shown in the figure, sample members were recruited for the study and
randomly assigned between November 1992 and March 1995.° The period studied in this
report consists of the 54 months after random assignment (including the month of random
assignment) for each sample member. For example, for the earliest sample members
randomly assigned, the period studied is November 1992 through April 1997; for those who
were randomly assigned last, the period studied is roughly March 1995 through August 1999.

Income Assistance

During the years since the project was initiated, major reforms have altered the landscape
of social policy in Canada. In 1996 the Canada Assistance Plan (CAP, the federal program
that paid a certain percentage of the expenditures incurred by provinces for income assistance
and socia services)™ and Established Programs Financing (EPF, a block grant for health and
post-secondary education) were abolished and replaced by ablock fund called the Canada
Health and Socia Transfer (CHST). The federal government’s contributions under CHST
have been substantially lower than they would have been under CAP. Faced with cutbacksin
federal support, provinces have made a variety of changes such as reducing welfare benefit
levels, tightening eligibility requirements, and imposing work requirements on welfare
recipients.”

T hese are the dates for which random assignment occurred in New Brunswick. In British Columbia random assignment
occurred over a shorter time, between January 1993 and March 1995.

1CAP paid for half of these expenditures until 1990, when payments were limited to yearly increases of no more than five
per cent for the three wealthiest provinces: Ontario, Alberta, and British Columbia. This limitation was referred to asthe
“cap on CAP.”

12Battle (1997) estimates that in 1997-98 federal expenditures for CHST were 15.2 per cent lower than they would have
been, for the same year, under the previous CAP and EPF programs. Under CHST, the provinces have greater latitude to
change welfare dligibility rules. CHST removed two of CAP’s conditions for federal support: that income assistance be
provided to all people determined to be “in need” and that people applying for or receiving assistance have access to an
appeals system.
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Since SSP began, both provinces have changed the financial work incentives of their A
systems by changing the “earnings disregard,” a policy that determines how much a person
can earn while receiving income assistance. In New Brunswick the earnings disregard was
increased starting in September 1995. In other words, the amount of income that welfare
recipients could obtain by combining work and welfare was increased, and SSP’ s supplement
offer became relatively less generous in comparison with income assistance.” In British
Columbia the opposite change occurred, and the earnings disregard was reduced. As a result,
the amount of income that one could obtain by combining work and welfare was reduced,
and in British Columbia SSP provided an even greater financial work incentive than the 1A
system.* |A benefit levels were also made less generous in British Columbiain 1997, when
the monthly benefit for a single parent with one child was reduced from $982 to $879.

British Columbia made a number of other changesto its 1A system in 1995 and 1996. In
January 1996 sanctions were introduced that prohibited anyone in British Columbia who quit
ajob without just cause from receiving income assistance for six months. Thus, program
group members who found full-time jobs and initiated supplement payments might not have
been allowed to return to income assistance if they voluntarily left those jobs (contrary to the
original design of SSP). Later in 1996 the process of applying for income assistance was
made far more stringent; for example, applicants were required to make advance
appointments and to bring various documents to their appointments, and the issuance of on-
the-spot checks was eliminated. These changes would be expected to have reinforced the
effects of sanctions, potentially decreasing receipt of income assistance by supplement takers
who quit (or lost) full-time jobs, and consequently to have increased the program’ s impacts
on |A receipt.”

In August 1996 British Columbiaintroduced a monthly “Family Bonus’ of $103 per
child (raised to $105 in 1999) for all low-income families with children, and simultaneously
reduced |1A benefits by the same amount. This benefit increased the support for working poor
families and |eft total benefits for A recipients unchanged. As aresult, Family Bonus
payments reduced the relative generosity of income assistance, lowering the incentive for
both program and control group members to remain on welfare.*

prior to September 1995 income assistance in New Brunswick was not reduced if earnings were less than $200 in a month,
but benefits were reduced dollar-for-dollar by earnings above $200. After September 1995 a recipient could qualify for an
“extended wage exemption” that disregards either $200 or 35 per cent of earnings, whichever is greater, for six months,
and disregards either $200 or 30 per cent of earnings, whichever is greater, for an additional six months. The extended
wage exemption is not automatic but isimplemented at the discretion of a case manager.

1Until April 1996 single parents who had received income assistance for more than three monthsin British Columbia were
eligible for both a“flat rate” disregard of $200 per month and, for up to 12 out of every 36 months, an “enhanced”
disregard equal to 25 per cent of earningsin excess of the flat rate disregard. Starting in April 1996 the flat rate disregard
was eliminated.

15British Columbia and New Brunswick made a number of other changes to their IA systemsin 1995, 1996, and 1997, but
many of these changes had little effect on most single-parent recipients. These changes are described in Lin, Robins,
Harknett, & Lui-Gurr, 1998.

181 October 1997 New Brunswick also changed the financial incentives to work by instituting a Child Tax Benefit and a
New Brunswick Working Income Supplement. The incentives under these programs were considerably less than the
incentives of British Columbia s Family Bonus — up to $250 per child per year from the Child Tax Benefit and $250 per
year per family from the Working Income Supplement.



AsFigure 1.1 indicates, each of these policy changes occurred long after the first people
in SSP were randomly assigned. In fact, the changes in British Columbia happened after the
36-month interview for some people, shortly before their ability to receive the SSP
supplement ended. For people randomly assigned near the end of the intake period, on the
other hand, these policy changes had a considerable ability to affect the decision to respond
to the supplement offer. The change in the New Brunswick earnings disregard in particular
was implemented while afair number of people could still have taken up the supplement
offer.

Economic Conditions

Over the time covered in this report, economic conditions also changed in British
Columbiaand New Brunswick.'” In both provinces overall labour market conditions
improved dlightly from 1992 to 1995. Nonetheless, unemployment rates remained at
historically high levels, and employment of 15- to 44-year-old women actually declined in
British Columbia. From 1995 to 1998 unemployment increased somewhat in New Brunswick
and remained stable in British Columbia, even though the national unemployment rate
continued to fall. However, the job prospects for women might have improved during this
period, because the employment rate of 15- to 44-year-old women increased in both
provinces. Since the beginning of the SSP study, New Brunswick has had a higher
unemployment rate and alower average wage than British Columbia.

Since 1992 the minimum wage in both provinces has been increased several times,
although it islower in New Brunswick than in British Columbia. When SSP was begun in
1992, the minimum hourly wage was $5.50 in British Columbia and $5.00 in New
Brunswick. In British Columbiathe minimum wage increased gradually to $7.15 in 1998. In
New Brunswick the minimum wage increased to $5.25 at the beginning of 1996 and to $5.50
later in 1996. It is unclear how these changes in the minimum wage affected the impacts of
SSP.

DATA SOURCES AND REPORT SAMPLE

To make clear the impacts of SSP, several kinds of data are used in the current report. A
baseline survey was administered to all sample members just prior to random assignment.
The survey included questions about respondents’ gender, age, race/ethnicity, and other
demographic characteristics; household composition and family structure; child care needs,
genera quality of life; employment and earnings; current income sources and amounts; and
attitudes toward work and welfare. Most sample members completed follow-up surveys
approximately 18, 36, and 54 months after random assignment. The surveys included
guestions similar to those that appeared on the baseline survey — that is, questions on
employment and earnings; household composition and family structure; child care use;
expenditures and hardship; and current income. Finaly, administrative data sources provided
monthly information on income assistance and SSP supplement payments.

Additional information for the period from 1992 through 1996 is presented in Table 1.1 of Lin et al., 1998.
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The program group contained 2,880 recipients; the control group contained 2,849. Of
these original sample members, 4,852 completed the 54-month survey — 2,460 in the
program group and 2,392 in the control group (for an 84.7 per cent response rate). In this
report, the effects of SSP will be examined using only these sample members, a group called
the report sample.

In the SSP Plus study, which is discussed in Chapter 8, 299 individuals were assigned at
random to the SSP Plus program group, which was offered both an earnings supplement and
employment-related services. During the period when people were being assigned to SSP
Plus, 296 were assigned to the regular SSP group (which was offered the earnings
supplement but not the employment-related services), and 303 were assigned to the control
group. Of these people, 765 responded to the 54-month interview — 256 members of the
SSP Plus program group, 258 members of the regular SSP program group, and 251 members
of the control group.

Table 1.1 describes the report sample at the time of random assignment. In some ways,
this sample of long-term, single-parent IA recipients was fairly homogeneous. Nearly all
were women. Only about one in nine had postsecondary education. Despite their history of
welfare receipt, more than 9 in 10 had worked at some time in their lives. Although few were
currently working at random assignment, a sizable minority were looking for work.

Sample members also faced what appeared to be substantial barriersto full-time
employment. In particular, one quarter reported an activity-limiting physical condition, and
about 1 in 12 reported an emotional problem that limited their activity.

Every recipient selected for inclusion in SSP had to have received income assistance in
the month they were selected, and in at least 11 of the prior 12 months. At random
assignment, most sample members were in the midst of a considerably longer spell of 1A
receipt. Almost 80 per cent had been receiving income assistance for more than two of the
previous three years, and nearly 45 per cent had been receiving income assistance every
month for three years. Although aimost all sample members had worked for pay at some
point in the past, more than half the report sample was neither working nor looking for work
at random assignment, and fewer than one quarter were actually working.

In most ways, sample members in British Columbia were similar to thosein New
Brunswick. They were about equally likely to be working and to have graduated from high
school, and about equal proportions reported physical and emotional problems.

In some key ways, however, the two samples were very different. Nearly half in the New
Brunswick sample had been on welfare continuously for the prior three years, while more
than one fourth in the British Columbia sample had been on welfare for less than two of the
prior three years. Nearly one quarter of the sample in British Columbia had been born outside
of Canada, but few in New Brunswick had been born elsewhere.
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Table 1.1: Selected Baseline Characteristics by Province for 54-Month Survey Respondents

Report British New

Baseline Characteristic Sample Columbia Brunswick
Recent welfare history
Number of months on income assistance prior to

random assignment (%)

10-23 22.4 26.2 18.2

24-35 34.2 35.9 32.3

All 36 43.4 37.9 49.5
Average |A payment prior to random assignment ($) 862 1,022 683
Work history and labour force status
Ever worked for pay (%) 95.3 95.9 94.7
Average years worked 7.3 8.1 6.5
Labour force status at random assignment (%)

Employed 30 hours/week or more 5.9 5.8 6.1

Employed fewer than 30 hours/week 13.3 12.7 13.9

Looking for work, not employed 21.8 22.2 21.3

Neither employed nor looking for work 59.0 59.4 58.6
Personal characteristics (%)
Female 95.8 95.3 96.3
Age 19-24 21.7 17.3 26.5
Less than high school education 52.7 52.6 52.8
Completed high school, no post-secondary education 36.8 35.5 38.3
Some post-secondary education 10.5 11.9 8.8
First Nations ancestry 9.7 13.1 6.0
Not born in Canada 13.0 22.5 2.4
Reported physical problem?® 24.8 25.8 23.7
Reported emotional problemb 8.2 9.0 7.3
Family structure (%)
Number of children under age 19

1 53.5 49.2 58.2

2 32.9 33.8 32.0

3 or more 13.6 17.0 9.9
Never married 48.9 43.7 54.6
Sample size 4,852 2,538 2,314

Sources. Calculations from baseline survey data and income assistance (1A) administrative records.
Notes: Sample sizes vary for individual measures because of missing values.
Rounding may cause slight discrepanciesin sums and differences.

#Sample members are considered to have an activity-limiting physical condition if they answered yes to any of the following:
“Do you have along-term physical condition or health problem that limits you in the kind or amount of activity you can do
(a) at home? (b) at school? (c) at work? (d) in other activities such astravel, sports, or leisure?” Those who were working
generally did not answer the “at work” part of the question, so their classifications are based on answers to other parts. The
conditions reported were not necessarily permanent. Of the sample members who reported an activity-limiting physical

condition at the baseline interview, one third indicated no such problems at the 18-month follow-up interview.

®Sample members are considered to have an activity-limiting emotional condition if they answered yes to any of the following:
“Areyou limited in the kind or amount of activity you can do because of along-term emotional, psychological, nervous, or
mental health condition or problem (a) at home? (b) at school? (c) at work? (d) in other activities such as travel, sports, or

leisure?’
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RESEARCH QUESTIONS
This report will address several key questions:

Who took up SSP' s generous supplement offer by finding full-time work within a
year of entering the study? What reasons did people cite for not taking up the
supplement? How often did those who took up the supplement offer receive the
supplement, and how much did they receive from the supplement? These questions
are addressed in Chapter 2.

Did the offer of a generous earnings supplement increase the employment, earnings,
and income of long-term welfare recipients? Did it reduce their reliance on welfare
benefits? Did it reduce poverty and hardship and increase expenditures on basic
necessities such as food, clothing, and housing? Did the effects of SSP extend beyond
the period when parents could receive the earnings supplement? These questions are
addressed in Chapter 3.

When SSP began, critics of the supplement offer feared that long-term welfare
recipients would not be able to make the jump to full-time work, especialy if they
suffered from barriers to work such as physical or mental disabilities. At the same
time, SSP' s earnings supplement was structured to provide greater financial work
incentives to the lowest-wage earners and to families with few children. Chapter 4
examines whether SSP had larger effects for some subgroups of people than for
others. At the same time, Chapter 4 asks whether the effects were more persistent for
some people than for others when they could no longer receive the earnings
supplement.

Critics of welfare reform policies fear that children will be harmed if their parents go
to work, especidly if the children are placed into poor-quality or age-inappropriate
forms of child care. On the other hand, SSP was designed to increase income, which
may have benefited children. Moreover, many proponents of policies to encourage
work among single parents believe that mothers will be better role models when they
are working. Chapter 5 examines the effects of SSP on children of sample members,
along with some of the factors that might have mediated the effects of employment
and income, including child care, marriage and family formation, and housing.

The “cliff” — when SSP supplement recipients ended their three years of digibility
for the supplement — represented a potentially dramatic time for supplement
recipients. Many had learned to count on hundreds of extra dollars each month from
the earnings supplement. How did the loss of the supplement affect them and their
decisions? Thisissue is explored in Chapter 6, which analyzes three sets of data: a
gualitative study of 52 supplement recipients; data from welfare records and the
baseline, 18-month, 36-month, and 54-month follow-up surveys; and notes recorded
by SSP staff in the Program Management Information System (PM1S). All three
sources might shed light on how families reacted to the cliff.
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SSP' s remarkabl e effects have come at a cost: the program was able to persuade
people to go to work full time only by offering them a very generous earnings
supplement that more than compensated them for their lost welfare benefits. Just what
was the cost of SSP's effects? Chapter 7 presents a benefit-cost anaysis of the
program, showing how much it cost to administer the program, as well as how much
more was spent on government cash transfer payments.

People in the SSP program were offered the earnings supplement but were not offered
help in finding or keeping jobs. To investigate the importance of such assistance, a
small group of long-term welfare recipientsin New Brunswick were assigned at
random to a program called SSP Plus. SSP Plus program group members were
offered the program’ s earnings supplement, and SSP staff provided them with services
such asjob clubs, assistance in resumé preparation, and individual job-search coaching.
Chapter 8 investigates whether the combination of the earnings supplement plus these
voluntary services produced larger effects than did the supplement offer alone.

Theresultsin SSP hold out the promise that policy-makers in Canadian provinces or
other countries might be able to encourage work, increase income, and benefit
children through similar policies. What are the key lessons from the SSP study of
long-term recipients, and what do they imply for potential policy in different settings?
These issues are discussed in Chapter 9, which concludes the report.
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Chapter 2:
Supplement Receipt

The central feature of the Self-Sufficiency Project (SSP) was the earnings supplement
payment. This chapter describes how the SSP supplement was delivered, who received the
supplement, when they received it, how much they received, and what happened after they
stopped receiving it. This analysis furthers understanding of the nature of the program’s
principal treatment: who took it up and how. This chapter does not deal with the
effectiveness or impact of the program, which is the topic of subsequent chapters.

Datafor the analysis came from several sources. The SSP Program Management
Information System (PMIS) and provincial income assistance (1A) records provided
information about supplement and |A payments, respectively. Surveys of participants
provided information about demographic characteristics, attitudes, and employment history
aswell as respondent statements about why they might not have taken up the supplement.
Notes from SSP case files provided additional information about supplement receipt. Finally,
focus groups captured the experiences of the participantsin their own words. The following
analysis focuses on those program group members who answered the 54-month survey. Thus
the sample in this chapter is the same as the sample in the other chapters of this report.

SUMMARY OF FINDINGS

e Slightly morethan onethird of the program group memberswho were offered
the supplement went on to receive at least one supplement payment. Those who
received at |east one supplement payment (or “takers’) were more prepared for the
labour force — with more education, more work experience, and fewer barriers to
work — than those who received no supplement payments. The most commonly cited
reasons for not receiving a supplement payment were inability to find ajob, personal
or family responsibilities, and health problems or disabilities.

e Thosewho received the supplement received a substantial amount of money.
Total payments over three years averaged more than $18,000. During months of
supplement payment, takers received an average of $820 per month — dlightly less
than their average monthly combined rent and grocery bill of $878.

e Supplement dollarswere not evenly distributed among takers. Tota supplement
payments averaged less than $5,000 for the 25 per cent of takers who received the
least money in supplement payments. In contrast, total supplement payments
averaged more than $31,000 for the 25 per cent of takers who received the most
money in supplement payments. Most of this disparity was due to differencesin the
number of months in which the supplement was received. A quarter of takers received
the supplement virtually throughout the three-year eligibility period (in 33 months or
more). In contrast, another quarter of takers — the least frequent supplement
recipients — had payments in 13 or fewer months. Among all takers, the average
number of months with supplement payments was 22.
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o Few takerswent back and forth frequently between monthly receipt and
nonreceipt. The most usual case was that supplement payments did not start again
once they had stopped for at least two months. On average, the longest period that
takers would receive payments without a two-month break was 18 months. However,
temporary gaps in supplement receipt were an important factor in explaining the level
of supplement receipt in most months.

e About half of all takersreceived their last supplement at the end of their three-
year eligibility period. Those takers suffered much smaller declinesin full-time
employment after their payments ended than other takers did.

PUTTING THE SUPPLEMENT INTO EFFECT

For the SSP experiment to test the effect of afinancial incentive accurately, program
group members needed to be certain they would be rewarded if they worked full time.
Therefore, implementing an effective delivery system was vita to the test of the SSP
earnings supplement. A system was needed that would notify people of their eligibility,
verify their employment status, and issue supplement payments quickly. This section
describes how the SSP delivery system worked, and the section that follows reports the
response of program group membersto the offer and the resulting delivery of supplement
payments.

Within 10 days of the baseline interview, study members assigned to the program group
were notified by mail of their eligibility to receive earnings supplementsiif they met the work
reguirements. SSP program providers were then responsible for contacting program group
members and orienting them to the program (a process described in Lui-Gurr, Currie Vernon,
& Mijanovich, 1994). Program group members had up to 12 months from the date of random
assignment to initiate full-time employment and thus qualify for the supplement.

Upon finding suitable employment, participants had to visit an SSP office in person with
their employment documents to verify the employment offer. Eligible employment had to be
insurable under the Employment Insurance (EI) system, had to be paid at the minimum wage
or higher, and had to occupy 30 hours or more each week. Self-employment was allowed
under special and stringent rules. Pay stubs were to be mailed to asingle SSP payment office
responsible for calculating the amount of supplements. Monthly supplement cheques were
either mailed to recipients or directly deposited into their bank accounts. The system was
designed to minimize the number of bureaucratic hurdlesinvolved in receiving supplement
payments.

SSP staff concentrated their program activities on the pre-supplement period. However,
services did continue throughout supplement receipt. Two months after supplement initiation,
SSP staff contacted supplement takers to discuss their progress and to answer any questions.
Support for payment-related issues, such as delayed mailings of pay stubs and supplement
chegues, was ongoing. Offices were permitted to provide information and referrals for
supplement takers, but this service was rarely used. Money management workshops were
targeted on supplement takers but had low take-up (Mijanovich & Long, 1995). Finally,
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attempts were made to interview all continuing supplement takers 4 months before their
36 months of supplement entitlement came to an end and 8 months afterwards.*

RESPONSE TO THE SUPPLEMENT OFFER

Initial Response

The reactions of program group members to the offer of the SSP earnings supplement
were generally very positive, with the mgjority apparently impressed by the program’s
financial benefits and its potential role in promoting independence from the welfare system.
SSP staff reported that the message most readily embraced by those attending orientation
sessions was that the supplement had the ability to double pre-tax income among those
moving into full-time work (Mijanovich & Long, 1995).

Nonetheless, many doubted the ability of the SSP program to overcome what they saw as
major barriers, including a shortage of employment vacancies and problems of who would
care for their children while they worked. Some needed reassurance that such a generous
offer was genuine. A participant in alater focus group recalled that, initially, “I just didn’t
understand that someone was going to give me money [that someone would say] ‘ Okay, go
get work and we'll give you a big hunk of money’” (Bancroft & Currie Vernon, 1995).
Doubts over the legitimacy of the offer were overcome by the professionalism of the SSP
staff, the tangibility of visits to the SSP office, and program materials that were distributed.

Program group members were given a year to find full-time employment and qualify for
the supplement. The intent of the 12-month deadline was to encourage program group
members to look for work sooner than they might have. The disadvantage of the deadline
was its potential to exclude some program group members from participating in the
supplement receipt. Those most likely to be excluded from supplement receipt were those
with significant barriers to employment at the time of random assignment.

Also at risk of being excluded were those who delayed their job search until the end of
the eligibility period or were too selective about the jobs they would accept. These factors
may have caused some program group members to engage in a last-minute rush to qualify for
the supplement. Some evidence of this rush can be inferred by looking at the number of
program group members who took up the supplement in a given month as a percentage of
those who had not already taken up the supplement in earlier months.? This percentage
doubled from 2.6 per cent in Month 9 after random assignment to 5.1 per cent in Month 13.
In the end, about 36 per cent of the program group found full-time employment in time to
become supplement takers.®

These interviews provide one of the data sources used in Chapter 6.

2Program group members who took up the supplement in earlier months are excluded from the denominator of the
percentage in order to show more clearly the behaviour of the remaining program group members. This type of percentage
isknown as a hazard rate.

®There was some additional initiation of supplement receipt in the 14th, 15th, and 16th months following random
assignment, involving small nhumbers of the program group. These cases were typically due to full-time job offers that were
verified by SSP staff just before the 12-month deadline expired but had failed to deliver the required 30 hours per week
(and thus the initiation of supplement payments) until the second or third month following recruitment.
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The Characteristics of Supplement Takers and Non-takers

Takers had more education and work experience on average than non-takers, asis shown
in Table 2.1.* For example, 57.7 per cent of takers had a high school diploma or equivalent,
versus 41.5 per cent of non-takers. Educated workers were more likely to qualify for the
supplement because their education might make them more productive and more likely to be
hired for full-time jobs than otherwise comparable persons with less education. Similarly,
13.6 per cent of takers had full-time employment at random assignment compared with 3 per
cent of non-takers. In contrast, family responsibilities prevented work prior to random
assignment for 26.7 per cent of non-takers but for only 15.7 per cent of takers.

Table 2.1: Baseline Characteristics of SSP Supplement Non-takers, Supplement Takers, Non-
intensive Takers, and Intensive Takers

All Program Group Members Takers Only
Baseline Characteristic All Non-takers  All Takers Non-intensive Intensive
Job readiness
High school diploma or equivalent (%) 41.5 57.7 56.7 60.5
Ever worked for pay (%) 93.3 99.0 98.8 99.6
Work experience (years) 6.6 8.6 8.1 9.9
Working full time at random assignment (%) 25 13.6 11.6 19.4
Working part time at random assignment (%) 8.7 17.4 15.3 23.4
Barriers to employment (%)
Could not work in the four weeks
prior to random assignment because of her

own illness/disability 17.9 7.5 8.4 4.9

lack of good child care 17.5 9.6 9.7 9.4

family responsibilities 26.7 15.7 17.2 11.2

school attendance 7.8 10.2 11.3 6.7
Physical condition that limited activity 27.8 19.3 19.4 19.3
Emotional condition that limited activity 9.7 5.5 6.0 4.1
Family structure and background (%)
Less than 30 years old 41.2 46.2 48.4 39.9
Between 30 and 39 years old 40.0 39.2 37.7 435
40 years old or more 18.8 14.6 13.9 16.6
One child in the household 46.5 51.9 50.4 56.5
Two children in the household 35.9 34.6 355 31.8
Three or more children in the household 16.2 12.1 12.6 10.8
Youngest child aged less than 6 54.5 54.9 56.5 50.2
Youngest child aged 6 to 11 26.2 26.8 26.8 26.9
Youngest child aged 12 or older 19.3 18.3 16.7 229
Female 95.5 96.2 96.3 96.0
Lived in British Columbia 53.9 50.2 53.4 40.8
First Nations ancestry 104 8.4 10.1 3.6
Immigrated in last five years 3.1 1.6 14 2.2
Spoke neither French nor English 3.8 0.7 0.5 1.3
Lived in an urban area 83.9 80.6 79.0 85.2
Sample size 1,584 876 653 223
Sources. Calculations from baseline survey data and SSP’'s Program Management Information System.
Note: An intensive taker is a program group member who has received a supplement payment in 33 or more months.

“The table in Appendix B shows that the most job-ready program group members were more likely to take up the
supplement. It does so by using a statistical technique known as alogit probability model.
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Reasons for Not Taking Up the Supplement

Just under two thirds of the program group (64 per cent) did not take up the supplement.
In the 18-month follow-up survey, 32.9 per cent of these non-takers said they did not receive
a supplement primarily because they could not find ajob (see Table 2.2). An additional
7.9 per cent said they could not find enough hours of work to take up the supplement. These
results are consistent with the previous section’ s finding that non-takers were less prepared
for work than takers at the time of random assignment. They are also consistent with the
hypothesis that take-up might have been higher if program group members had been given
more training in how to find ajob or more time to find one.> Substantial proportions of non-
takers also cited personal and family responsibilities as the major factor in not taking up the
supplement. Table 2.2 aso shows that few non-takers said they did not take up the
supplement because the supplement “was not worth it” or because income assistance | eft
them “better off” or “more secure.” These low percentages provide some evidence that
supplement take-up was not hindered by lack of supplement generosity. Finaly, thereislittle
evidence that the supplement was not taken up because people were holding out for high-
paying jobs. This finding might suggest that the rush to accept work in the final months of
the eligibility period was primarily due to difficulty in finding ajob or delayed job search
rather than an extensive search for a high-paying job.

Focus groups of takers and non-takers found complex combinations of barriers such as
poor health, bad timing, concerns over the effects on children, feeling underqualified, and
being unable to pay for a babysitter while job seeking (Bancroft & Currie Vernon, 1995). In
these groups, child care concerns appeared to be a mixture of reluctance to leave children
without the full-time care that parents themselves could provide and doubts over the suitability
or affordability of alternative caregivers. As one focus group participant stated, “I want
someone to be able to care and nurture him while I’'m not there” (Mijanovich & Long, 1995).

Other reactionsin the focus groups were more mixed. Participants expressed both anxiety
and excitement about shifting from a means-tested welfare system designed to meet family
needs to a system that paid only according to earnings from employment. Tied up in such
concerns were fears over losing the entitlement to medical and dental benefits that accompani ed
IA receipt. In addition, some participants were skeptical about their ability to return to income
assistance if they accepted the supplement. “Once you get ajob, if you quit you can’t get back
on welfare,” said one focus group participant (Bancroft & Currie Vernon, 1995).

Many who were offered the supplement appeared hindered even in making the decision
to start ajob search. Some rationalized their reluctance in terms of the practical hurdles they
perceived: the hopelessness of finding ajob and low expectations regarding child care. For
others, the risk in searching for work was more emotional. Participants commonly exhibited
low self-esteem and feared disappointment if they embarked on a venture at which they
personally expected to fail (Bancroft & Currie Vernon, 1995). In fact, although a majority of
non-takers initially expressed interest in the supplement offer, case note reviews suggested
that only about one third of non-takers actually ever looked for work during the 12 months
permitted for initiating the supplement.

5SSP Plus studied the impacts of giving recipients help in finding jobs and keeping them. The results of this study are
reported in Chapter 8.
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Table 2.2: Reasons Given by Non-takers for Not Taking Up the Supplement Offer

British New
Reason Columbia Brunswick All
Main reason for not taking up supplement offer® (%)
Unable to find a job 27.4 39.0 32.9
Didn't think | could get a job 2.6 2.4 25
Unable to get enough hours of work 8.5 7.2 7.9
Personal/family responsibilities 17.0 13.6 154
Health problems/disability 12.7 13.3 13.0
Wanted to complete education/training program 5.5 5.9 5.7
Didn’t have enough experience/skills/education 15 2.7 2.1
Couldn't find adequate child care 4.4 4.3 4.3
Didn’t want to use child care 2.7 1.0 1.9
Did not understand the offer 2.8 0.9 1.9
Not worth it 1.3 0.4 0.9
Better off/more secure with income assistance 0.8 0.4 0.6
Unable to get a job that paid high enough 0.4 0.3 0.3
Other 12.5 8.5 10.6
Sample size (total = 2,950) 778 697 1,475
Other reasons for not taking up the supplement offer® (%)
Unable to find a job 8.3 4.5 6.5
Didn't think | could get a job 5.1 3.0 4.1
Unable to get enough hours of work 4.6 2.5 3.6
Personal/family responsibilities 10.4 8.7 9.6
Health problems/disability 6.2 4.3 5.3
Wanted to complete education/training program 2.4 2.0 2.2
Didn’t have enough experience/skills/education 8.5 8.5 8.5
Couldn't find adequate child care 7.9 5.1 6.5
Didn’t want to use child care 24 0.6 15
Did not understand the offer 25 1.4 2.0
Not worth it 11 0.7 0.9
Better off/more secure with income assistance 13 0.7 1.0
Unable to get a job that paid high enough 3.0 1.2 2.1
Other 22.8 30.9 26.7
Sample size® (total = 2,912) 763 693 1,456

Source:  Calculations from 18-month follow-up survey data.
Notes: Non-takers are those program group members who did not receive a supplement payment.

*Respondents were asked, “What was the main reason you did not take advantage of the earnings supplement?’
and were then asked, “Are there any other reasons you did not take advantage of the earnings supplement offer?’
In the bottom half of the table, the percentages do not add up to 100 per cent because (1) a respondent could give
more than one “ other reason” or could give none, and (2) the analysis excluded any responses to the second
question that were coded into the same category as the main reason (unless the category was “other”).

®The sample is smaller than the number of non-takers because of missing data.

Counting all supplement takers and those non-takers who searched for work during the
eligibility year, at least half the program group must have been looking for full-time work
within the 12-month eligibility period or were aready working at the time of the baseline
survey. At least athird of these program group members who looked for work did not secure
afull-time job within the 12-month eligibility period.

These unsuccessful attempts to find work offer some evidence that the one-year
restriction on supplement initiation did reduce the use, and possibly the impact, of the
supplement. Thisview is supported by the increase in the rate of take-up in the final months
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of the eligibility period. Ultimately, some of the non-takers, such as unsuccessful job
searchers, might have become takersif the eligibility period had been somewhat longer.

Patterns of Supplement Payments

It isuseful in understanding the experience of supplement takers to know when they
received their supplement payments. Figure 2.1 shows the percentage of program group
members receiving a supplement payment in each month.® Supplement receipt increased
rapidly during the first months after random assignment as program group members received
their first supplement payments. In Month 15, the percentage of program group members
receiving the supplement reached its highest point, 25 per cent. That is 11 percentage points
lower than the 36 per cent of program group members who ever received a supplement
payment. Therefore, even in the highest receipt month, more than 30 per cent of all takers did
not receive the supplement (11 percentage points divided by 36 percentage points). After
Month 15, the supplement receipt fell as the influx of new takers ceased and full-time
employment fell among takers. After Month 36, monthly supplement receipt fell more
rapidly as takers reached the end of their three-year digibility period.”

Figure 2.1: Program Group Members Receiving the SSP Supplement, by Months From
Random Assignment
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Source:  SSP's Program Information Management System.

SFigure 2.1 records the month after random assignment that the supplement cheque was issued rather than the earlier month
when the program group member earned the supplement. The difference between the two dates was caused by the time
needed to submit, verify, and process applications for the supplement. The delay averaged about seven weeks.

"Figure 2.1 shows that supplement payments had ceased by the time of the 54-month survey. The survey followed up on
respondents at a time when 92 per cent of supplement takers had not received a supplement payment for at least six
months.
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The reasons for these patterns of supplement receipt can be seen more clearly in
Figure 2.2, which shows supplement receipt for takers from their first month of supplement
receipt. Supplement receipt among takers dropped rapidly to 62 per cent in the first eight
months after the first supplement payment was received.® Most of the decline during this
period was caused by the rapid rise in the percentage of temporary non-receivers — takers
who did not receive a payment in that month but would receive at least one more payment in
some future month. Supplement receipt declined slowly over the next 22 months as declining
temporary non-receipt mostly offset increasing permanent non-receipt — takers who would
never receive another supplement payment.

Figure 2.2: SSP Supplement Receipt by Takers, by Months From First Supplement Payment
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Source:  SSP's Program Information Management System.

Amount of Supplement Payments

Before their eligibility period was over, supplement takers received a substantial amount
of money. Asis shown in Table 2.3, supplement takers received an average of $18,256 in
supplement payments. During months of supplement receipt, the supplement takers received
an average of $820 per month — dightly less than their average rent and grocery bill for a
month, $878.

Some takers received more than others. As Table 2.4 shows, total supplement payments
averaged over $31,000 for the 25 per cent of takers who received the most money from the
supplement; in contrast, total supplement payments averaged less than $5,000 for the 25 per
cent of takers who received the least money in supplement payments. As aresult of this
variation, 43 per cent of al supplement dollars went to the 25 per cent of supplement takers

8Receipt declined only six percentage points over the next 22 months.
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who received the most in supplement payments, while only 7 per cent of supplement dollars
went to takers who received the least money in supplement payments.

Table 2.3: Supplement Receipt Among Takers in Year 1 Through Year 3

25 Per Cent 50 Per Cent 75 Per Cent
Received Received Received

Less Than Less Than Less Than
Measure or Equal to Average or Equal to or Equal to
Total supplement payments ($) 9,444 18,256 18,471 26,789
Supplement payments per month of receipt ($) 716 820 845 942
Months of supplement receipt 13 22 24 33
Sample size (total = 876) 219 876 438 657

Source:  SSP's Program Management Information System.

Table 2.4: Amount of Supplement Payments, Among Supplement Takers Ranked by Quartile

Average Percentage of All Cumulative
Number of Supplement Supplement Percentage of All

Takers Payment ($) Payments Payments

Takers whose payments

were among the

Highest 25 per cent 219 31,474 43.1 43.1
Second-highest 25 per cent 219 22,698 31.1 74.2
Third-highest 25 per cent 219 13,913 19.1 93.2
Lowest 25 per cent 219 4,940 6.8 100.0
All takers 876 18,256 100.0 100.0

Source:  SSP's Program Management Information System.

Little of this disparity can be explained by differences in the monthly supplement
payments for different recipients. Table 2.3 shows that most takers received similar monthly
payments. 50 per cent of recipients received monthly supplement payments of between $716
and $942. One explanation for the similarity of monthly paymentsis the concentration of
SSP recipientsin jobs that paid close to the minimum wage.

Duration of Supplement Payments

The major factor explaining the difference in total amount received in supplement
payments is the variation in the number of months during which the supplement was
received. Table 2.3 shows that 25 per cent of takers received 13 or fewer months of
supplement payment while another 25 per cent of takers received more than 33 months of
payment.® The latter group, intensive takers, had more labour market experience and fewer
barriers to employment than non-intensive takers and non-takers (see Table 2.1).

9The average number of months was 22.
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Often, these monthly payments were either consecutive or with only afew breaks of
more than a single month, asis shown in Table 2.5. Few takers went back and forth from
receipt to non-receipt of the supplement. Those most likely to have the lowest number of
spells were the most intensive takers and the least intensive ones.”® Other takers had a
somewhat larger number of spells, and, consequently, periods between supplement receipt.
Aswas seen in Figure 2.2, these temporary periods of non-receipt were an important factor in
determining the percentage of takers receiving the supplement. Therefore, policies that
extend the spells of supplement receipt or help recipients start new spells might improve the
effectiveness of any SSP-type program.

Table 2.5: Intensity of Supplement Receipt Among Takers, by Months of Receipt

Average Average Average
Total Payment Average Length of
Supplement Takers Supplement per Month Number Longest Spell®
(n) (%) Payments ($)  of Receipt ($) of Spells® (Months)
Months of supplement receipt
1 to 6 months 111 12.7 2,792 77 14 3
7 to 12 months 99 11.3 8,031 845 2.0 7
13 to 18 months 118 135 12,413 803 2.4 11
19 to 24 months 129 14.7 17,496 812 2.7 14
25 to 30 months 134 15.3 22,833 831 21 20
31 to 35 months 220 251 27,847 832 13 31
All 36 months 65 7.4 30,460 845 1.0 36
All supplement takers 876 100.0 18,256 820 1.8 18
Source:  SSP's Program Management Information System.
Note: @A series of monthly supplement paymentsis counted as aspell if it has no two-month period without a payment.

WHEN SUPPLEMENT PAYMENTS END

Table 2.6 shows what happened to supplement takers during the six months after their
supplement payments ended. It compares that experience with their experiences before their
supplement ended and immediately before random assignment.™ Table 2.6 splitstakersinto
two equal-sized groups of just over 400 takers each:

1. Eligibility losers, whose payments stopped about the time their supplement eligibility
period ran out — 35 months or more after their first supplement payment (top panel)

2. Job losers, whose payments stopped before their three-year eigibility window ran
out — less than 35 months after their first supplement payment (bottom panel)

There are two reasons to expect that eligibility losers would do better after their
supplement payments ended than would other takers. First, eligibility losers received their
supplement payments because of their labour-market success. They were employed three
years after their supplement payments began and were no longer eligible for further

197 series of monthly supplement payments is counted as a consecutive spell of payments if there is no two-month period
without a payment.

U These experiences, while important, cannot answer the most important question: Are those who were offered the SSP
supplements better off than they would have been if they had not been offered SSP? To answer that question requires a
comparison between the program group and the control group, which beginsin Chapter 3.
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payments. In contrast, job losers usually lost their supplement because they no longer had
full-time employment. Therefore, they could be expected to do more poorly after the end of
their supplement payments than the eligibility losers.*> Second, asis shown in Table 2.6,
eligibility losers were more job-ready in the month prior to random assignment than were job
losers. Job-ready takers usually do better in labour markets than non-job-ready takers under
any circumstances, including the loss of supplement payments.

Table 2.6: Labour Market Outcomes of Takers Before and After the Month of Last Supplement

Payment
Month Six One One Six
Prior Months Month Month Months

to Before Before After After

Subgroup and Labour Random Last Last Last Last
Market Outcome Assignment Payment Payment Payment Payment

Eligibility losers® (406 takers)
Full-time employment (%) 16.7 83.0 84.0 76.8 67.2
Part-time employment (%) 23.4 6.9 10.8 12.8 14.9
Employment (%) 40.1 89.9 94.8 89.7 82.1
Average earnings ($/month) 255 1,171 1,289 1,260 1,177
Income assistance (%) 98.5 7.6 4.2 7.1 12.1
Average income assistance ($/month) 745 61 27 44 66
Job losers” (402 takers)
Full-time employment (%) 11.9 58.5 58.0 21.9 20.1
Part-time employment (%) 17.2 14.3 154 13.7 15.4
Employment (%) 29.1 72.9 73.4 35.6 35.6
Average earnings ($/month) 185 770 659 360 380
Income assistance (%) 99.8 36.9 20.1 42.3 52.0
Average income assistance ($/month) 846 303 157 314 393

Sources. Calculations from 18-month, 36-month, and 54-month follow-up survey data, income assistance administrative records, and
SSP's Program Management Information System.

Note: This chart includes only those sample members who received their final supplement payment by Month 48 after random
assignment, in order to have employment and earnings data for six months after the final supplement payment. Neither taxes
nor work-related expenses have been deducted from earnings.

#Takers who received their last supplement payment 35 months or more after their first supplement payment — about the time
that their three-year eligibility period for the supplement ran out.

PTakers who received their last supplement payment less than 35 months after their first supplement payment — before their
three-year eligibility period for the supplement ran out.

Both groups of takers showed remarkable improvement between the month before
random assignment and six months before their last supplement payment, as shown in the
second column of numbersin Table 2.6. |A receipt had fallen dramatically, while full-time
employment had risen sharply for both groups. However, at that point, eligibility losers were
more likely to be working than job losers. The outcomes of these groups remained relatively
stable until just before the supplement payments ended, as shown in the third column of
numbers.

2The end of the digibility window may have caused supplement payments to end for asmall number of takersin the bottom
panel and may not have caused payments to end for a small number in the top panel. Thisis because the supplement data
recorded the month that the supplement cheque was issued, not the month that it was earned. Therefore, the data cannot
precisely identify when the three-year eigibility period ended, because this period was based on when the supplement was
earned.
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That stability ended abruptly for job losers when they lost their supplement payments.
(See the bottom panel, fourth column, of the table.) Job losers saw their full-time
employment fall by 36.1 percentage points to 21.9 per cent in the month after their last
supplement payment.®® In contrast, igibility losers saw their full-time employment decline
by only 7.2 percentage points to 76.8 per cent during the same period.

Eligibility losers did experience a slower but substantial deterioration in their abour-
market performance in the following months. Six months after the end of their supplement
payments, their full-time employment declined by 16.8 percentage points from its level one
month prior to their last supplement payment. However, this decline till left their full-time
employment 47.1 percentage points higher than job losers.

Both groups did much better while receiving the supplement than they did in the month
prior to random assignment. Eligibility losers continued to do much better after their
supplement payments ended. Their full-time employment rose more than 50 percentage
points between the month prior to random assignment and six months after their supplement
payments ended. Job losers had a more modest improvement during the same period. The
percentage of job losers on income assistance was almost cut in half, but their full-time
employment rose by only 8.2 percentage points.

Yet it isunfair to conclude from these experiences that SSP was a success or afailure,
overall or for any one group. The eligibility losers were the most job-ready and therefore
could be expected to do better than other takers under most circumstances. In addition,
Table 2.6 captures their experiences further from the month of random assignment than the
other takers' experiences. Therefore, they had more time to improve their labour-market
performance.

To determine the success or failure of SSP, the experiences of those who were offered the
supplement need to be contrasted with the experiences of a comparable group who were not
offered the supplement. These comparisons — the experimental impacts — are detailed
beginning in the next chapter.

B3Eyll-time employment among “job losers” did not fall to zero for three reasons: (1) supplement receipt is measured by the
date that the cheque was issued, not the date when it was earned; (2) some persons did not claim the supplement even
though they were eligible; and (3) survey respondents may have inaccurately recalled their hours of work.
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Chapter 3:
Effects on Employment, Benefits, and Income

SSP was designed as an aternative to welfare. By providing a generous earnings
supplement to single parents who worked full time, the program hoped to achieve its key
goals of encouraging work, reducing poverty, and reducing welfare use among long-term
recipients. The previous chapter shows that about a third of the parentsin the SSP group took
up the program’ s offer by taking a full-time job and leaving income assistance. For these
families, the supplement provided a substantial boost to their monthly incomes.

But measuring the program’ s effects on employment, earnings, and income requires
knowing what would have happened to program group members, including those who did not
take up the supplement, in the absence of the program. Under a random-assignment design,
the outcomes for the control group provide accurate estimates of thisinformation. This
chapter presents experimental estimates of the effects of SSP by comparing employment,
benefit receipt, and income for the program and control groups for up to five years after
random assignment. The analysis presented here differs from that in Chapter 2, whichisa
descriptive analysis that focuses solely on people offered the supplement.

SUMMARY OF FINDINGS

e SSPincreased full-time employment and earningsthrough the fourth year. A
key feature of the SSP supplement was that it was limited to three years, designed
specifically to provide atemporary boost to families' incomes as they moved toward
self-sufficiency. For this reason, the program’ s biggest effects were likely to occur
while families were till eligible for and receiving the supplement, or through about
the fourth follow-up year. These effects can be considered the direct effects of the
program. It is also possible, however, for the program to have increased employment
beyond that point if, for example, it led to greater employment stability or earnings
growth among those who took up the supplement. Although the program did not lead
to many of these indirect effects, it was successful in that it moved a substantial
number of parentsinto work during the first four years. More and more parents in the
program group went to work during this first year, with the result that SSP had
doubled full-time employment by the beginning of Year 2. This effect on
employment remained strong through Y ear 3 and was somewhat smaller during
Year 4. Most of the program’ s effects came about because it encouraged people who
would not have worked to find jobs, rather than encouraging people who would have
worked part time to take full-time jobs. Finally, because the program increased
employment, it also increased earnings. On average, program group members earned
about $3,200 more than control group members over the four-year period.

e SSPreduced the use of income assistance through thefifth year. People who took
up the SSP offer were required to leave income assistance (1A), athough they could
return at any point if they stopped receiving the supplement. As aresult, the program
reduced 1A receipt. The largest effects were during Y ear 2, when program group
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members received on average $1,200 lessin IA payments than control group
members. Although the impacts faded over time, SSP continued to reduce A receipt
through the fifth year, after eligibility for the supplement had ended.

SSP increased the receipt of cash transfers, meaning income assistance or SSP,
through theend of Year 4. Theincrease in supplement receipt was not matched
dollar-for-dollar by areductionin 1A receipt, since some supplement takers | eft
Income assistance to receive the supplement and others would have left anyway. Asa
result, the program increased the use of cash transfers through the fourth year. In

Y ear 4, for example, program group members received on average $488 morein 1A
or SSP payments than control group members.

SSP increased income and reduced poverty throughout most of the follow-up
period. One of the two key goals of the program was to reduce poverty by making
work pay. Because SSP encouraged more people to take full-time jobs and provided
generous supplements to them when they did, the program group members had higher
average incomes than the control group and fewer of them were below Statistics
Canada' s low income cut-offs. SSP reduced poverty by 12.4 percentage points during
Y ear 2 and by 9.4 percentage points during Y ear 3. During this period, the program
also reduced the number of families in severe poverty, those with incomes below half
of the low income cut-offs. Aswith the employment effects, the effects on income
and poverty occurred during the period in which families were eligible for the
supplement. By the end of Y ear 4, income and poverty were similar for the program
and control groups.

SSP’simpacts on employment diminished because some supplement takerslost
their jobs over time and because employment ratesincreased for the control
group. At the beginning of Year 2, twice as many parentsin the SSP group asin the
control group were working full time. The impacts gradually faded over time, with
the result that employment rates were similar for the two groups by the middle of
Year 5. A program’s effects on employment can fade over time either because
employment for the control group gradually increases or because some peoplein the
program group who went to work eventually lose their jobs. An analysis of
employment patterns for both groups suggests that the impacts diminished because of
both of these factors, which are common among welfare recipients; some recipients
eventually leave welfare for work on their own, as evidenced by the increasing
employment rate of the control group, and afair number of those who go to work lose
or leave their jobs.

IMPACTS ON EMPLOYMENT AND EARNINGS

SSP was a new approach to encouraging work among welfare recipients. It offered
families more generous benefits than they could receive under welfare but conditioned these
benefits on full-time work. A key question for the evaluation is whether this approach, which
was designed to reduce poverty as well, was effective at increasing work. This section
presents the program’ s impacts on employment and earnings through the middle of Year 5, a
point at which no program group members were eligible for the supplement.

-28-



Employment and Earnings

The program’ s effects on full-time employment can be seen in Figure 3.1. Thefigure
shows the percentage in each group who worked full time in each of the 12 months before
and 52 months after random assignment.* In the year prior to random assignment, only about
Six to seven per cent of either group worked in a given month. That there are no differences
between the two groups at this point isthe result of randomly assigning parents to one of the
two groups. Random assignment ensures that the two groups are similar in terms of
background characteristics and employment prior to program entry.

Figure 3.1: Full-Time Employment Rates, by Months From Random Assignment
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Sour ces: Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data.
Note:  “Employed full time” is defined as working 30 hours or morein at least one week during the month.

A difference between the two groups emerged immediately after random assignment,
when employment increased much more rapidly for the program group than for the control
group through the end of Year 1. The impact of the program, or the difference between the
two groups, peaked at the end of Year 1, when the ability to take up the supplement ended.
By Month 13, for example, 30 per cent of the program group worked full time, compared
with 15 per cent of the control group.

The figure presents data through Month 52 since a few parents were interviewed prior to Month 54 and information for
months 53 and 54 for these parents is missing.
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After thefirst year, full-time employment stayed fairly constant for the program group
and gradually increased for the control group. As aresult, the impacts diminished through the
end of the follow-up period, although they remained fairly large through the beginning of the
fourth year. By Month 50, the impact on employment was 3.6 percentage points.

The impacts were expected to peak at the beginning of the second year, since the
supplement offer ended at that point. People in the program group who did not take up the
supplement during Y ear 1 had no added incentive to go to work after that point, since they
were no longer eligible to receiveit. In other words, they faced the same work incentives as
the control group. Although it is possible that the program could have affected those who did
not take up the supplement — for example, if it encouraged them to look for work during
Year 1, and their job-search efforts subsequently increased their chances of finding jobs after
that point — the impacts that remained after Y ear 1 were driven largely by the one third of
the program group that took up the supplement and were eligible to receive it for the next
three years. The impacts might also have diminished over timeif more and more peoplein
the control group went to work or if some people in the program group who went to work
lost their jobs. A later section examines which of these two factors was behind the
diminishing impacts.

Table 3.1 summarizes the program’ s effects on employment and earnings. (Impacts on
quarterly employment and earnings and for each province separately are shown in
Appendix C.) Thefirst panel shows full-time employment rates, and the first and second
columns show the outcomes for the program and control groups. In Year 1, for example, 18 per
cent of the program group worked full time in an average month, compared with 11.6 per cent
of the control group, for an impact of 6.4 percentage points. The final column presents the
standard error of the impact estimate, or the measure of uncertainty associated with it. The
standard error is used to calculate the statistical significance of the impact, or the level of
confidence that it represents a true program effect and is not the result of chance variation
between the two groups. An impact is significant at the 10 per cent level, for example, if there
islessthan a 10 per cent chance that it could have arisen by chance, or from a program with no
true effect.

Following the pattern shown in Figure 3.1, the impacts on full-time work were largest
during Year 2, at 12.6 percentage points, and diminished thereafter. By Y ear 4, average
monthly employment rates for the program group were 6.1 percentage points higher than for
the control group.? By the last quarter of follow-up, or the second quarter of Year 5, the
impact was small and not statistically significant. The pattern of results also illustrates the
importance of looking at impacts over the entire follow-up period, rather than just at the end.
Although the impactsin Year 5 were small, the program substantially increased work
experience over the entire follow-up period.

The impacts for the full sample mask some differences by province. In particular, the
impacts on employment persisted to a greater degree in New Brunswick than in British
Columbia. By the last quarter of Year 5, for example, the impact in British Columbia had
become small and insignificant, while the impact in New Brunswick was a statistically
significant 5.4 percentage points (see Appendix C). SSP' s incentives relative to income

2The impacts shown here for Y ear 1 through Year 3 do not exactly match those shown in Michal opoulos, Card, Gennetian,
Harknett, & Robins, 2000, because the sample of parents who responded to the 54-month survey is slightly different from
those who responded to the 36-month survey.
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assistance were somewhat larger in New Brunswick than in British Columbia, a difference
that may explain the larger impacts (see Chapter 4 for more detail).

Table 3.1: SSP Impacts on Employment and Earnings

Program Control Difference Standard
Outcome Group Group (Impact) Error
Monthly full-time employment rate® (%)
Year 1 18.0 11.6 6.4 *** (0.8)
Year 2 28.5 16.0 12.6 *** (1.0
Year 3 27.7 18.4 9.3 #x* (1.1)
Year 4 28.5 22.3 6.1 *** (1.1)
Year 5, Quarter 1 28.3 25.0 3.3 *** (1.2)
Year 5, Quarter 2 28.0 26.5 1.5 (1.2)
Monthly part-time employment rate (%)
Year 1 11.7 13.8 -2.1 %= (0.8)
Year 2 12.0 14.2 -2.1 (0.8)
Year 3 12.2 14.3 -2.1 %= (0.8)
Year 4 12.7 14.5 S17 (0.8)
Year 5, Quarter 1 13.8 14.8 -1.0 (1.0)
Year 5, Quarter 2 13.9 15.4 -1.5 (1.0)
Monthly employment rate (%)
Year 1 29.7 25.4 4.3 *xx (1.1)
Year 2 40.6 30.1 10.4 *** (1.2)
Year 3 39.9 32.6 7.3 ** (1.2)
Year 4 41.2 36.8 4.4 *xx (1.3)
Year 5, Quarter 1 42.1 39.8 23 * (1.4)
Year 5, Quarter 2 41.8 41.9 0.0 (1.4)
Average earnings ($)
Year 1 2,799 2,231 568 *** (153)
Year 2 4,440 3,222 1,218 *** (212)
Year 3 4,640 3,805 835 *** (250)
Year 4 5,710 5,090 620 ** (266)
Year 5, Quarter 1° 5,982 5,547 435 (284)
Year 5, Quarter 2° 5,946 5,851 95 (288)
Sample size (total = 4,852) 2,460 2,392

Sources. Calculations from 18-month, 36-month, and 54-month follow-up survey data.
Notes: The estimates for each year, with the exception of earnings estimates, are calculated by averaging the four quarterly
estimates.
Sample sizes vary for individual measures because of missing values.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Rounding may cause dlight discrepancies in sums and differences.
# Full-time employment” is defined as working 30 or more hoursin at least one week during the month.
®Average earnings for each quarter in Year 5 are annualized by multiplying the quarterly averages of monthly earnings
by 12.

The second panel of Table 3.1 shows part-time employment rates, and the third panel
shows overall employment rates, or the percentage working either part time or full time.
Comparing these two panels with the first isinstructive, because the program could have
increased full-time work in two ways, by encouraging those who would have worked part
time to increase their hours or by encouraging those who would not have worked at al to
take full-time jobs. If the program operated primarily through the first effect, then it should
have reduced part-time work by as much asit increased full-time work. The pattern of
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Impacts shown in the second and third panels suggests that this was not the case. Although
there was a small reduction in part-time employment, indicating that the program did
encourage some part-time workers to move to full-time jobs, most of SSP’s effects on full-
time employment were driven by an increase in job-taking among people who would not
have worked at all otherwise. In Year 2, for example, SSP increased full-time employment
by 12.6 percentage points. The other impacts suggest that 2.1 percentage points of this
Increase came from people moving from part-time to full-time work in response to the
program, and the remaining 10.4 percentage points came from people who took full-time
jobs because of the program but would not have worked otherwise.

Thefina panel of Table 3.1 shows average earnings during each follow-up year. The
impacts on earnings follow a similar pattern to those for employment, peaking in Year 2 and
falling thereafter. On average, program group members earned $4,440 during Y ear 2,
compared with $3,222 for control group members, for an impact of $1,218. The numbers
shown here are fairly low because they are averages over all single parentsin each group,
including zero earnings for those who did not work. Dividing these averages by the number
of people who worked in an average month during the year gives an estimate of the earnings
of people who worked throughout the year. In Year 2, for example, people in the program
group who worked throughout the year earned an average of $10,936 ($4,440/0.406), while
those in the control group earned $10,704 ($3,222/0.301). The fact that average earnings
among workers — note that thisis a non-experimental comparison — are similar for the two
groups suggests that the program produced an impact on average earnings because it
encouraged more people to work and not because people in the program group got higher-
paying jobs than their control group counterparts.

Employment Stability and the Number of Months Employed

SSP encouraged more people to go to work, but how much did they work and how
consistently did they stay employed? One of the ideas behind the time-limited supplement
was that parents who went to work would accumulate work experience that would enable
them to stay employed for the longer term. In addition, more work experience might help
them increase their earnings over time, so that they would not need to return to income
assistance once they lost their supplement. For these longer-term effects to occur, people who
went to work because of the supplement would have to have stayed employed fairly
consistently. This section presents estimates of the program’s effect on stable employment.

SSP could have either increased or decreased employment stability. On the one hand, the
generous supplement created an incentive for takers to stay employed during the three-year
period, since each month of not working meant the loss of a substantial amount of extra
income — over $800, as is shown in Chapter 2. This effect might also have led to an increase
in employment stability after the three-year point, because the program group would have
accumulated more consistent work experience. On the other hand, the program might have
decreased stable employment if it encouraged many parents to go to work who would not
have worked otherwise and had little prior work experience. People who would not have
gone to work in the absence of the program might have had more problems staying employed
than those who would have worked anyway.

Table 3.2 presents an analysis of employment stability and number of months employed
through Month 52. (A similar analysis through Month 36 appearsin an earlier report
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(Michalopoulos et ., 2000).) Thefirst row shows the number of months employed full time,
which is another way of quantifying the program’s effect on employment over the entire
follow-up period. SSP increased total full-time employment by 46.2 per cent, from an
average of 9.2 months per control group member to 13.4 months per program group member.

Table 3.2: SSP Impacts on Employment Stability and Months of Full-Time Employment in the
54 Months After Random Assignment

Program  Control Difference Percentage
Employment Outcome Group Group (Impact) Change (%)
Months of full-time employment
Average months employed full time in months 1 to 52 13.4 9.2 4.2 *rx 46.2
Stability of full-time employment (%)
Employed full time in months 1 to 18 42.6 27.6 15.0 *** 54.4
Not employed full time or unstable full-time employment in 23.1 18.3 4.7 *rx 25.9
months 19 to 34
Stable full-time employment in months 19 to 34 19.6 9.3 10.3 *** 110.7
Not employed full time or unstable full-time employment in 23.7 16.6 7.1 ¥ 42.9
months 35 to 52
Stable full-time employment in months 35 to 52 18.9 11.0 7.9 *rx 71.6
Sample size (total = 4,852) 2,460 2,392

Sour ces: Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data.
Notes: Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Rounding may cause slight discrepanciesin sums and differences.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Stable full-time employment is defined as working full time 12 or more months in the given period.

The remainder of the table presents the program'’s effects on employment stability. The
first row in this section shows SSP’ s effect on full-time employment in the first 18 months of
follow-up, and the next several rows track the program’s effect in subsequent follow-up
periods among those who worked full timein the first 18 months, divided into employment
that was stable versus employment that was unstable. Stable employment is defined as
employment for 12 or more months of a given period, while unstable employment is
employment for fewer than 12 months. The first two rows examine what fraction of the
employment was stable versus unstable in months 19 to 34 of the follow-up period, and the
next two rows present the same breakdown for months 35 to 52 of the follow-up period.

For the program group, for example, 42.6 per cent of the parents worked full time at
some point during the first 18 months. Out of that group, alittle less than half —
19.6 percentage points — worked stably during the next 16 months, and a little more than
half — 23.1 percentage points — did not. Following these same parents into the last
18 months of the follow-up period, the division was similar — 18.9 and 23.7 percentage
points respectively. Note that even though the percentage of parents with stable employment
isthe samein the two later periods, it does not necessarily follow that the same people
worked stably in both periods. Some parents had stable employment in the first period and
not in the second, while others had unstable employment in the first period but stable
employment in the second period.

The impacts suggest that most of the employment generated by the program was stable
during months 19 to 34. The program increased the percentage of parents employed full time
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during the first 18 months by 15 percentage points: that is, 42.6 per cent of the program
group worked at some point during this time, compared with 27.6 per cent of the control
group. In addition, SSP increased the number of parents who were employed stably during
months 19 to 34 by 10.3 percentage points, from 9.3 per cent for the control group to 19.6 per
cent for the program group. Thus, of the 15-percentage-point increase in employment, two
thirds, or 10.3 percentage points, was stable employment, and the remainder, 4.7 percentage
points, was unstable employment.

The story is different for months 35 to 52, where SSP increased both unstable and stable
employment equally, by 7.1 and 7.9 percentage points, respectively. In other words, by the
period of months 35 through 52 the new employment generated by the program was not
primarily stable, but had become an even mix of unstable and stable work.

What accounts for the different resultsin the two time periods? One possibility is that
employment for the program group became less stable over time, and another is that
employment for the control group became more stable over time. Further analysis suggests
that the first factor accounts for the results. To see why, it isimportant to understand that the
18.9 per cent of program group members who were employed stably during months 35 to 52
are not necessarily the same people who were employed stably during months 19 to 34.
Rather, people moved into and out of the categories over time; some worked stably in the
earlier period and unstably in the later, while others moved from unstable work to stable
work. An analysis of this movement (not shown) found that relatively more peoplein the
program group than in the control group moved from stable work in months 19 to 34 to
unstable work in months 35 to 52. This difference accounts for the declining impacts on
employment stability over time and suggests that the program may have dug deeper into the
caseload, encouraging work among people who were less able to work consistently for the
longer term. These impacts also provide hints as to the possible reasons for the diminishing
impacts on employment, which are explored further in alater section.

Wages and Hours Worked

SSP encouraged more people to go to work, but what types of jobs did they take? This
section addresses this issue to some extent by looking at hours worked and wage rates. SSP
might have affected wages and hours for several reasons. If the program dug deeper into the
caseload, for example, it might have increased employment in very low-wage jobs. The
supplement itself could also have encouraged some parents to take jobs with lower wages
than the jobs they would have taken otherwise, since they could make up the difference with
the extra supplement income. For this reason, they might also have worked fewer hours than
they would have without the supplement. Although parents had to work at least 30 hours to
receive the supplement, those working 40 or more hours per week might have cut back on
their hours. Finally, the program might have increased wage rates in the longer term if it
increased employment stability, asit did in months 19 to 34.

Table 3.3 presents the program impacts on wages and hours worked. The data are shown
at three pointsin time during the follow-up period in order to offer a comprehensive look at
the program'’s effects. The first column under each point in time shows the outcomes for the
control group, and the second column shows SSP’ simpact, or the difference between the
program and control groups.
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Table 3.3: SSP Impacts on the Distributions of Wages and Hours, Months 15, 33, and 52

Month 15 Month 33 Month 52
Control  Difference Control  Difference Control  Difference

Outcome Group (Impact) Group (Impact) Group (Impact)
Hourly wage rate

(% in each category)
Not working 711 -12.0 *x* 66.1 -6.1 *xx 58.4 -0.3
Wage unreported® 1.3 -0.3 2.3 -0.6 3.3 -1.2 %
Less than minimum Wageb 3.8 -0.1 4.9 -0.5 4.1 0.3
Minimum to $1.99 above minimum 11.8 12.5 **x 13.5 6.8 *** 15.3 1.2
$2 or more above minimum 12.0 0.0 13.3 0.4 18.9 0.0
Hours worked per week

(% in each category)
Not working 711 -12.0 *x* 66.1 -6.1 *xx 58.4 -0.3
Hours per week unreported® 0.7 -0.1 0.7 -0.1 0.7 -0.1
Fewer than 30 12.8 -2.0 ** 13.9 -2.8 *** 145 -1.3
30 1.8 4.9 ** 2.0 3.9 *** 25 0.9 *
31to 39 5.0 6.1 *** 6.1 4.3 *** 8.7 -0.2
40 or more 8.6 3.1+ 11.2 0.9 151 0.9
Sample size 2,392 2,392 2,392

Sour ces: Calculations from 18-month, 36-month, and 54-month follow-up survey data.

Notes:  Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
All analyses were only for those who responded to the 54-month survey.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Rounding may cause slight discrepancies in sums and differences.

#Sample members in this category were employed during the month but did not report enough information about hours worked
and/or earnings for the outcome in question to be calculated.

®In British Columbia the minimum wage was $5.50 per hour from the beginning of the random assignment period in
November 1992 until April 1993 when it rose to $6.00. The minimum wage increased to $6.50 in March 1995 and to $7.00 in
October 1995. In April 1998 it was increased again, to $7.15. In New Brunswick the minimum wage was $5.00 per hour from
1992 through 1995. In January 1996 it increased to $5.25, and in July 1996 it rose again to $5.50.

The top panel shows hourly wage rates. Trends over time for the control group show
increasing employment (as was aso shown in Figure 3.1) and some evidence of wage growth.?
At Month 15, only about 30 per cent were working (or 71.1 per cent were not working) and
12.0 per cent were earning $2 or more above the minimum wage. By Month 52, more than
40 per cent were working and 18.9 per cent were earning $2 or more above the minimum
wage. Although these figures are not conclusive evidence of wage growth, since they do not
compare the same workers over time, they do suggest that some workers were earning more
over time. Alternatively, people who got jobs later in the follow-up period may have obtained
higher wages than those employed earlier.

The impacts of the program on employment follow the trend shown earlier, largest at
Month 15 and statistically insignificant by Month 52. Most of the employment generated by
SSPwasin jobs that paid within $2 of the minimum wage. In Month 15, for example, SSP
increased employment by 12 percentage points and increased employment in jobs paying
within $2 of the minimum wage by 12.5 percentage points, suggesting that all of the new
employment was in this pay range. The table shows no evidence that people responded to the
incentives by taking jobs with lower wages than the jobs they would have taken otherwise,
given that there were no negative impacts on the percentage working at $2 or more above the

3The minimum wage increased several times over the follow-up period. The estimatesin Table 3.3 reflect these changes.
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minimum wage. By Month 52, the percentage of each group working was the same, and the
members of the two groups earned similar wages. The fact that wages were not higher for the
program group indicates that SSP did not affect wage growth, on average, among those who
took up the supplement.

The impacts on wage rates also provide information about the types of parents who went
to work as aresult of the program. Among the control group members, for example, more
than 40 per cent of those working at Month 15 (12.0 percentage points out of the 28.9 per
cent who worked) earned $2 or more above the minimum wage. Among the new
employment generated by SSP, in contrast, none of the jobs earned wages that high. In other
words, SSP had no impact on the percentage of people earning $2 or more above the
minimum wage. This difference suggests that the program encouraged parents to go to work
who, on average, were more disadvantaged or had fewer skills than those who would have
worked anyway. Thisfinding is consistent with a more detailed analysis presented in the
earlier report that inferred the characteristics of “supplement-motivated” workers
(Michalopoulos et al., 2000).

The bottom panel of Table 3.3 shows hours worked per week. The data for the control
group show that most of those who worked at each point in time worked full time, or at least
30 hours per week. For example, 28.9 per cent worked at the 15-month point and only 44 per
cent (12.8/28.9) of those working worked fewer than 30 hours per week. The impacts show
that all of the new employment generated by the program — 12 percentage points in
Month 15 — for example, was full-time employment, which would be expected, given that
full-time work was required to receive the supplement. In fact, afairly large portion of the
new employment is concentrated at exactly 30 hours per week, with the smallest portion at
40 or more hours. A similar pattern exists at Month 33. Nonetheless, there is no strong
evidence that the program encouraged people working 40 or more hours per week to reduce
their hours, while still qualifying for the supplement, since it had no significant impact on
this outcome.

Wage Growth

The similar wage rates for the program and control groupsin Table 3.3 suggest that SSP
did not affect wage growth on average for supplement takers. However, this evidence is only
indirect, since it does not focus on changesin individuals wages over time. One of the hopes
in SSP was that people who went to work would see their wages increase over time, as they
accumul ated work experience, so that they would not need to return to income assistance
after the supplement ended.

Table 3.4 presents evidence on SSP’ s effects on wage growth for people who were
working both at the end of Year 1 (at least two of months 12 to 14) and the end of Year 4 (at
least two of months 49 to 51). The top panel presents these estimates for those who worked
either part time or full time, and the first row shows that few in the study sample met this
criterion; 73.5 per cent of the program group members and 80.8 per cent of the control group
members were not employed at both pointsin time. Stated differently, SSP increased the
percentage of people who worked in both periods by 7.2 percentage points. The remaining
rows examine wage growth for this extra employment.
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Table 3.4: SSP Impacts on the Distribution of Wage Growth Between End of Year 1 and End of
Year 4, for Sample Members Working at Both Points in Time

Program Control Difference Standard
Qutcome Group Group (Impact) Error
Wage growth for all workers (% in each category)
Did not work at both points in time 73.5 80.8 -7.2 x*x (1.2)
Worked but wage unreported® 1.7 1.9 -0.2 (0.4)
Wage decreased 6.3 5.7 0.6 (0.7)
Wage increased less than 5 per cent 3.1 2.4 0.7 (0.5)
Wage increased 5 to 10 per cent 1.9 15 0.4 (0.4)
Wage increased 10 to 20 per cent 4.2 2.7 1.6 *** (0.5)
Wage increased more than 20 per cent 10.9 7.0 3.9 *** (0.8)
Wage growth for full-time workers (% in each category)
Did not work full time at both points in time 84.4 91.7 -7.3 *xx (0.9)
Worked full time but wage unreported® 0.7 0.8 -0.1 (0.2)
Wage decreased 2.6 2.0 0.6 (0.4)
Wage increased less than 5 per cent 2.0 1.0 0.9 *** (0.3)
Wage increased 5 to 10 per cent 1.2 0.6 0.6 ** (0.3)
Wage increased 10 to 20 per cent 2.6 1.2 1.4 *** (0.4)
Wage increased more than 20 per cent 7.3 3.4 3.8 *** (0.6)
Sample size (total = 4,852) 2,460 2,392

Sour ces: Calculations from 18-month, 36-month, and 54-month follow-up survey data.

Notes:  Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** =1 per cent.
Rounding may cause slight discrepanciesin sums and differences.

#n British Columbiathe minimum wage was $5.50 per hour from the beginning of the random assignment period in November 1992
until April 1993, when it rose to $6.00. The minimum wage increased to $6.50 in March 1995 and to $7.00 in October 1995. In
April 1998 it was increased again to $7.15. In New Brunswick the minimum wage was $5.00 per hour from 1992 through 1995. In
January 1996 it increased to $5.25, and in July 1996 it rose again to $5.50.

The impactsindicate that SSP increased relatively high wage growth, both for all
workers and for full-time workers. Among all workers, 7 per cent of the control group
saw their wages increase by 20 per cent or more, compared with 10.9 per cent of the
program group. The second panel restricts the analysis to people who were working full
time in both periods. The first row shows that fewer people in both groups met this
criterion; 84.4 per cent of the program group and 91.7 per cent of the control group either
were not working at all or were not working full time at one or both points. Nonethel ess,
the impact on working full time in both periods — 7.3 percentage points — issimilar in
sizeto the impact in the first panel. The impacts on wage growth for full-time workers
tell basically the same story, in that most of SSP's effects were to increase relatively
high-wage growth, presumably by encouraging supplement takers to work more months
than they would have otherwise.

If SSP increased the number of people who experienced high wage growth
(Table 3.4), why are average wages similar across workers at the end of the follow-up
period (Table 3.3)? The most obvious reason is that the two samples are quite different.
The analysis of wage ratesin Table 3.3 is based on all people who were employed at the
end of Year 4, whereas the analysis for Table 3.4 is based on a subset of that sample, or
all people who were employed at the end of Y ear 4 and also at the end of Year 1. Since
the latter sample, the subset, is about half the size of the former, it is possible that the
impacts on wage growth are too small to show up in the larger sample. Another possible
explanation is that on average the people in the program group who took up the
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supplement started out with lower wages than control group members. The wage
information from Table 3.3 suggests that the program encouraged relatively more
disadvantaged parents to go to work. If that is so, average wages at the end of Year 4
might be similar for the two groups, even though the program group experienced higher
wage growth during the period. A final possibility isthat rapid wage growth occurred
among minimum-wage workers as a direct consequence of the rapid growth in the
minimum wage in both New Brunswick and British Columbia.

A final point to note from Table 3.4 is that many of the parents, in both the program
and the control groups, experienced fairly substantial wage growth. More than a third of
the people in the control group who worked at both points saw their wages increase by
20 per cent or more. A separate analysis (not shown) found that the least skilled workers
in the sample, or those with relatively less previous work background and |ess education,
experienced wage growth similar, on average, to that of the more skilled workers. On the
one hand, these findings support an underlying hypothesis of SSP, as well as of many
other welfare-to-work programs, that work experience can increase earnings. On the
other hand, however, they suggest that work experience is not a panacea. Average wages
were till fairly low for many workers at the end of the period.

IMPACTS ON THE RECEIPT OF CASH TRANSFERS FROM INCOME
ASSISTANCE AND SSP

One of SSP’ s goals was to reduce dependence on welfare. A key requirement of the
program was that parents had to leave income assistance in order to receive the supplement.
By definition, however, reducing 1A use in thisway will also lead to an increase in the use of
another type of assistance, albeit employment-based. This section presents the program’s
effects on |A and supplement receipt.

IA Receipt

Figure 3.2 presents | A receipt over the 60-month period after random assignment (the
results are also presented in summary form in Table 3.5). The follow-up period for transfer
receipt islonger than for employment and earnings, given the different sources used for each
outcome. The figure shows the fraction of each group that received income assistance in each
month of follow-up. The fact that receipt rates are close to 100 per cent in the 12 months
prior to random assignment reflects one of the criteria used for inclusion in the evaluation:
the sample was restricted to single parents who had received income assistance for at |east
11 of the 12 months before random assignment.

The figure showsthat 1A use fell over time for the control group, which isatypical pattern
among welfare recipients. By Month 14, for example, only 82 per cent received income
assistance. Receipt fell much more rapidly for the program group, however, as single parents
were induced by the program to leave income assi stance and sign up for SSP. By Month 14,
only 69 per cent of the program group received income assistance. As with the impacts on
employment, the impacts on income assistance were largest at the beginning of Y ear 2 and
slowly diminished after that. Unlike the employment impacts, however, which did not persist
much beyond Y ear 4, the reduction in | A receipt continued through the end of Year 5 (or
through Month 60). In Month 60 the impact was a statistically significant 2.4 percentage points.
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Figure 3.2: Receipt of Income Assistance, by Months From Random Assignment
100 -

P
90 -

80 -
70 -

60

e Drogram Group
1 ™
50 ——— Control Group

O Impact

30 -
20

Percentage Receiving Income Assistance

10 -

0 TTTY’T\-TT\T\-TT*\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\J
ol 9 6 -3 1 47~7.10 13 16 10 22 25 28 3. 34.-37- 40" 43" 46" 40" 52 55 58

-
~

~

_____

-20 -
Months From Random Assignment

Source: Calculations from income assi stance administrative records.

Table 3.5: SSP Impacts on Income Assistance and Cash Transfers

Program Control Difference Standard
Outcome Group Group (Impact) Error
Monthly rate of IA receipt (%)
Year 1 85.3 91.5 -6.2 *x* 0.7)
Year 2 65.8 78.7 -12.9 (1.1)
Year 3 60.9 70.1 -9.2 x* (1.2)
Year 4 57.1 63.0 -5.9 xx* 1.3)
Year 5 52.8 56.2 -3.4 *x* (1.3)
Average IA payments ($/year)
Year 1 9,111 9,530 =419 *** (114)
Year 2 7,046 8,280 -1,234 *** (145)
Year 3 6,186 7,090 -904 *** (143)
Year 4 5,498 6,075 -578 *** (137)
Year 5 4,934 5,245 -311 ** (135)
Monthly rate of receipt of IA or SSP (%)
Year 1 94.0 91.5 2.5 ** (0.5)
Year 2 86.3 78.7 7.6 *** (0.9)
Year 3 80.2 70.1 10.1 *** (1.1)
Year 4 67.8 63.0 4.8 *x* 1.2)
Year 5 53.2 56.2 -3.1 ** (1.3)
Average payments from IA and SSP ($/year)
Year 1 10,239 9,530 710 *** (104)
Year 2 9,341 8,280 1,061 *** (128)
Year 3 8,161 7,090 1,070 *** (131)
Year 4 6,564 6,075 488 *** (130)
Year 5 4,971 5,245 -274 ** (134)
Sample size (total = 4,852) 2,460 2,392

Sources. Calculations from income assistance (IA) administrative records and payment records from SSP’'s Program Management
Information System.

Notes: The estimates for each year, with the exception of payment estimates, are calculated by averaging the four quarterly estimates.
Sample sizes vary for individual measures because of missing values.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
Rounding may cause dlight discrepancies in sums and differences.
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The fact that the impacts persisted after supplement eligibility ended and after the
employment impacts faded is most likely due to differences in effects across provinces. As
was mentioned earlier, the employment impacts in New Brunswick persisted at |east through
the middle of Year 5 (the latest available for employment data). Data by province (see
Chapter 6 and Appendix C) show that although the impacts on IA receipt did fade over time
in New Brunswick, they were still statistically significant in Year 5. Thus, as expected, the
reductionsin IA use mirror the increases in employment.

IA or SSP Receipt

SSP' s impact on the receipt of cash transfers depends on its effects on both |A use and
supplement receipt. Since single parents who decided to take up the SSP offer had to leave
income assistance in order to receive the supplement, the program should have reduced |A
use for at least aslong as they remained eligible, or for 36 months. Beyond that point, the
program might have had little effect if people who would have stayed on income assistance
returned to it. The program also should have increased receipt of the SSP supplement,
another cash transfer.

The program’ s effect on total transfers, meaning SSP or income assistance, depends on
the extent to which the SSP supplement substituted for income assistance. One possibility is
that all of the people who used the supplement left income assistance because of the program.
In this case, the increase in supplement recipients would have been offset one-for-one by a
decreasein |A recipients. Another possibility isthat all of these people would have | eft
income assistance anyway and simply signed up for SSP after they did so. In this case, the
program would not have reduced IA receipt, would have increased SSP receipt, and would
have increased the total use of transfers. Asthis section shows, the real story is somewherein
between these two extremes, meaning that the program reduced IA receipt but also led to
some increase in total transfer receipt.

Figure 3.3 shows total benefit receipt — of income assistance or SSP — over the
follow-up period. Transfer receipt fell over time for both groups, but the impactsin this
case increased over time. The reason for the increase is that supplement takersin the
program group continued using the supplement over time while they worked, while more
and more people in the control group went to work and left income assistance. As expected,
the increase in transfer receipt began fading after Month 37, when most program group
members started reaching the three-year cliff. In fact, once nearly all takers had all reached
the cliff, or by Month 47, the impact story changes. The program group was less likely than
the control group to receive benefits (in this case |1A benefits) beyond that point. This
impact reflects that shown on the previous graph, in which there was areduction in IA use
beyond Y ear 4.

Thus, the program increased total transfer receipt, meaning that there was not a one-for-
one substitution of income assistance for the supplement among takers. Instead, some
fraction of supplement takers got the supplement without changing their behaviour, since
they would have left income assistance for work anyway. Nonetheless, by the end of Y ear
4, the program group as awhole was less likely to receive transfers than the control group.
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Figure 3.3: Receipt of Income Assistance or SSP, by Months From Random Assignment
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Sour ces: Calculations from income assi stance administrative records and SSP’'s Program Management Information System.

IMPACTS ON INCOME, POVERTY, AND MATERIAL HARDSHIP

Although increasing employment and reducing dependence on welfare were important
goals of the program, equally important was reducing poverty. The generous earnings
supplement was designed to encourage work but also to provide a significant boost to the
incomes of low-income families. Aswas shown in a previous report (Morris &
Michalopoulos, 2000) and is shown in Chapter 5 of this report, doing so can have important
positive effects on parents and their children. This section examines SSP's effects on income,
poverty, and material hardship.

Table 3.6 presents data on income and poverty at three points in time during the follow-
up period. The first column under each period shows outcomes for the control group, and the
second shows the impact of the program, or the difference between outcomes for the program
and control groups. The top panel presents sources of individual income. As has already been
shown, the program increased individual earnings and supplement receipt and reduced 1A
receipt, primarily during the time in which families were still receiving the supplement, or
thefirst four years after random assignment. In the six months prior to Month 54, monthly
earnings were the same for both groups (the impact of $19 was not statistically significant),
and the program group received somewhat less ($31) in |A benefits.

The last two rows of the first panel show impacts on other income sources. Although the
program did not set out to affect other types of income directly, it may have done so indirectly
in avariety of ways. Because supplement takers had higher income from earnings and
supplement receipt, they may have reduced their reliance on other income sources. Similarly,
individuals outside of the family may have reduced their contributions, such as child support or
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other help, in response to the family’s changed economic circumstances. The program did not
affect the receipt of other transfer income but did reduce the amount of other unearned income,
by $11 per month at Month 36 (although the difference is not statistically significant) and by
$17 per month at Month 54.

Table 3.6: SSP Impacts on Monthly Income and Net Transfer Payments in the Six Months Prior to the
18-Month, 36-Month, and 54-Month Follow-Up Interviews

18-Month 36-Month 54-Month
Control Difference®  Control Difference*  Control Difference®

Outcome Group (Impact) Group  (Impact) Group (Impact)
Sources of individual income ($/month)
Earnings 227 127 *** 355 59 ** 485 19
SSP supplement payments 0 193 *** 0 162 *** 0 4 xxx
IA payments 723 -109 *** 573 S 446 =31 ***
Other transfer paymentsb 207 -9 ** 238 2 300 0
Other unearned income® 54 2 93 -11 96 -17 **

Projected taxes and net transfer
payments ($/month)

Projected income taxes® 4 27 *** 63 33 *** 63 -4
Net transfer payments® 925 58 *** 758 55 *** 691 -26
Total monthly individual and family income
Total individual income ($) 1,222 210 *** 1,270 135 **=* 1,340 -29
Total individual income net of taxes (%) 1,198 165 *** 1,207 102 *** 1,278 -25
Total family income ($)' 1,298 199 xx* 1,450 148 *** 1,635 -10
Income below the low income cut-offs (%)° 89.3 -12.4 *** 85.8  -9.4 *** 813 -0.9
Below 50% of LICOs 212  -3.6 *** 26.3 -2.7* 26.7 1.0
50 to 75% of LICOs 50.5 -10.5 *** 46.1  -7.6 *** 40.0 -1.6
75 to 100% of LICOs 17.6 1.7 13.4 0.9 145 -0.3
Income above low income cut-offs 10.7  12.4 *** 14.3 9.4 *** 18.7 0.9
Sample size 2,373 4,826 2,373 4,826 2,373 4,826

Sources: Calculations from 18-month, 36-month, and 54-month follow-up survey data, income assistance (IA) administrative records, and payment
records from SSP’s Program Management Information System.
Notes: Sample sizes vary for individual measures because of missing values. This may cause slight discrepanciesin sums and differences.

All analyses were only for those who responded to the 54-month survey.

Two-tailed t-tests were applied to differences in outcomes between the program and control groups. Statistical significance levels are

indicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.

Rounding may cause slight discrepanciesin sums and differences.

*The sample sizein this column is the sum of the program and sample group sizes.

®|ncludes the Child Tax Benefit, the Goods and Services Tax Credit, Employment Insurance (EI), provincial tax credits, and, for the 54-
month sample only, the Family Bonus.

“Includes alimony, child support, income from roomers and boarders, and other reported income.

“Includes projected El premiums and Canada Pension Plan premiums deducted at payroll, and projected income taxes. Payroll deductions
and income taxes were projected from federal and provincial tax schedules and data on earned and unearned income and SSP supplement
payments; the actual taxes paid by sample members may differ from these projections.

“Includes public expenditures on SSP, |A payments, and other transfers, net of income tax revenue.

"Family income is measured as the sum of the sample member’s income and the labour earnings of any other membersiin that person’s
family.

9Calculated by comparing annualized family income with the low income cut-off (LI1CO) defined by Statistics Canada for the sample
member’s location and family size.

The middle panel presents taxes and net transfer payments and shows that, although the
government spent money providing more generous transfers to the program group, it also got
some of this money back in the form of higher tax revenues. In the six months prior to Month
36, for example, the government collected on average $33 more from program group
members than from control group membersin taxes (income taxes, payroll taxes, and
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Employment Insurance premiums). Net of these extra collections, the government paid out an
extra $55 per month on average for members of the program group. By Month 54, however,
there were no significant differences between the two groups.

Income and poverty are shown in the last panel. The impacts show that the program
increased both individual and family income throughout much of the follow-up period,
although there were no differences between the groups by Month 54. Individual income was
higher for program group members by an average of $135 at Month 36, and family income
was higher by $148. Not surprisingly, the program also reduced poverty, or the percentage of
families with income below Statistics Canada s low income cut-offs. At Month 36, 85.8 per
cent of the control group had incomes below the low income cut-offs, and SSP reduced this
number for the program group by 9.4 percentage points. The impacts also show that the
program somewhat reduced the number of familiesin severe poverty, or with incomes below
50 per cent of the low income cut-offs (by 2.7 percentage points at Month 36). Most of the
familiesit appearsto have affected, however, were those with incomes between 50 and
75 per cent of the low income cut-offs.

The experimental comparisonsin Table 3.6 show that SSP increased families’ incomes
and reduced poverty during the period in which families received supplement payments.
However, the impacts shown in the table are averages over the full program group, including
the many program group members who did not take up the supplement. As aresult, they
understate the actual effect of SSP on families who took up the supplement. SSP was
designed as a program that could double a parent’ s earnings, and, asis discussed in
Chapter 2, the supplement added a substantial amount ($820 on average) to the monthly
incomes of those who received it.

A rough estimate of SSP' s effects on those who took up the supplement can be obtained
by dividing the impact on income by the fraction of the program group that took up the
supplement. For example, SSP increased family income at the 18-month point by $199 per
program group member. For each family who took up the supplement, then, their increase in
income was $552 ($199/0.36). Thisislikely to be alower-bound estimate of the effects on
takersin a given month, since, asis shown in Chapter 2, only about 20 to 25 per cent of the
program group received the supplement in any given month during Year 2to Year 3 (see
Figure 2.1). Thus, the increase in income experienced by a supplement taker in agiven
month is estimated to be $796 (or $199/0.25).

Table 3.7 presents data on family expenditures, material hardship, assets, and debt. By
increasing family income, the program could potentially affect each of these outcomes, some
more immediately than others. Families might use the extraincome, for example, to increase
spending on basic necessities, while it might take longer for income changes to affect the
accumulation of savings or the paying off of debt.

The impacts show that some families used their increased income to buy basic
necessities, particularly food and clothing. Not surprisingly, familiesin the program group
were less likely to report material hardship in terms of not being able to buy groceries. As
with the effects on income, al of the impacts on these outcomes occurred during the period
in which families received the supplement, or during the first three to four years. The bottom
two panels show that despite an increase in high savings at Month 36 and an increase in high
debt at Month 54, the program had few systematic or lasting effects on savings or debt.



Table 3.7: SSP Impacts on Expenditures, Hardship, and Assets

18-Month 36-Month 54-Month

Control  Difference® Control  Difference® Control  Difference®
QOutcome Group (Impact) Group (Impact) Group (Impact)
Expenditures ($/month)
Spending on groceries 351 18 *** 359 13 ** 369 -1
Spending on eating out 40 4 ** 46 7 * 40 2
Spending on children’s clothing 43 5wk 45 2 40 0
Spending on own clothing n/a n/a 14 1 ** 13 0
Spending on child care n/a n/a 21 11 *** 36 1
Rent 457 11 407 10 483 -1
Hardship (%)
Used food bank in last three months 20.1 -1.6 17.9 -0.6 18.2 -0.4
Couldn't get groceries 41.3 -2.9 ** 33.7 =41 *xx 30.6 0.5
Gas or hydro turned off 3.4 -0.1 1.9 0.3 2.3 0.2
Money in bank
Amount of money in bank ($) n/a n/a 258 9 250 13
Money in bank unreported (%) n/a n/a 11.9 -0.5 7.6 -0.1
No money in bank (%) n/a n/a 31.9 -1.2 37.3 -0.8
$1-$499 in bank (%) n/a n/a 48.9 -0.1 455 0.7
$500 and above in bank (%) n/a n/a 7.3 1.9 ** 9.6 0.2
Debt
Amount of debt ($) n/a n/a 2,622 -154 3,383 94
Debt unreported (%) n/a n/a 10.0 -0.3 5.3 -0.4
No debt (%) n/a n/a 45.1 0.3 42.9 -0.7
Debt of $1-$2,499 (%) n/a n/a 23.0 0.3 24.2 -1.3
Debt of $2,500 and above (%) n/a n/a 21.9 -0.2 27.6 2.4 *
Sample size 2,392 4,852 2,392 4,852 2,392 4,852

Sour ces: Calculations from 18-month, 36-month, and 54-month follow-up survey data.

Notes:  All analyses were only for those who responded to the 54-month survey.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Rounding may cause slight discrepanciesin sums and differences.
Sample sizes vary for individual measures because of missing values.
Sample members were asked at each interview how much they spent on groceries and eating out in an average week, how much they spent
on clothing in the past year, how much they spent on child care in the last month, and how much they spent on rent or mortgage each
month. Expenditures on groceries and eating out were converted to monthly estimates by assuming 4.33 weeks per month. For other items,
the precise questions as asked in the 54-month survey were as follows. For use of afood bank: “In the past three months have you or other
members of your family used a food bank to obtain groceries for your household?’ For children’s clothing: “On average how much do you
and your family spend each month on children’s clothing?’ For monthly rent: “What do you and your family pay towards your monthly rent
or mortgage?’
#The sample sizein this column is the sum of the program and sample group sizes.

Again, these impacts on expenditures, material hardship, and savings should be interpreted
in light of the fact that they are averages over the entire sample. Thus, the relatively small
impacts shown here are driven by much larger effects for the families who actually took up the
supplement. Asisdiscussed in Chapter 6, supplement recipients reported that the extra money
had important effects on their financial well-being. That chapter also examines how these
families dealt with the loss of the supplement once their eligibility ended.



WHY DID THE EMPLOYMENT IMPACTS FADE OVER TIME?

By doubling full-time employment at the beginning of Y ear 2, SSP produced some
of the largest employment impacts among welfare-to-work programs evaluated in
North America. Nonethel ess, employment impacts typically fade over timein these
types of programs, and they also eventually did so in SSP. Asisshown in Figure 3.1,
the impact on monthly full-time employment peaked at about 15 percentage points at
the beginning of Year 2 and fell to about 2 to 3 percentage points by the beginning of
Year 5.

Employment impacts can fade over time for one of two reasons. First, employment
rates among the control group can gradually increase and catch up to those for the program
group. Second, employment rates can fall for the program group because some of those
who went to work in response to the program begin losing their jobs. Figure 3.1 shows a
fairly constant rate of employment for the program group and arising rate for the control
group, indicating that control group “catch-up” might be the cause of the declining impacts.
However, further analysis suggests that it is only part of the reason.

Figure 3.4 presents full-time employment rates for the program and control groups but
separates the program group into supplement takers versus non-takers. Separating the two
groups shows that the steady employment rates for the program group as a whole, shown in
Figure 3.1, reflect falling employment rates among takers and increasing employment rates
among program group non-takers. For supplement takers, employment peaked at 75 per
cent in Month 13 and fell to 49 per cent by Month 52. This figure suggests that job loss
among takers helpsto explain the pattern of impacts.

But how important is job loss relative to control group catch-up? Figure 3.5 provides
some insight into this issue by presenting what the impacts would have been under
different scenarios. The heavy solid line shows the actual impact of the program on full-
time employment, peaking in Month 13 and falling thereafter. The other two lines estimate
what the impacts would have been had outcomes been different for (1) those affected by
the program, or supplement takers, and (2) those not affected by the program, or program
group non-takers and the control group. The thin solid line isthe result of an analysis
asking “What would the impacts have been had employment rates remained constant at
75 per cent for supplement takers after Month 137" This exercise assumes that no
supplement takers lost their jobs after that month but also that no supplement takers
became re-employed if they were not working in that month. The dashed line shows what
the impacts would have been had employment not increased for the control group (and
program group non-takers) after Month 13, in this case allowing employment for takers to
fall asthey in fact did. This exercise assumes that SSP had no effects on the employment
behaviour of program group non-takers.*

“The program could have affected non-takers' employment, for example, if it encouraged more of them to look for work
during the supplement take-up period and that search helped them find work later.
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Figure 3.4: Full-Time Employment Rates for Supplement Takers, Control Group, and Program
Group Non-takers, by Months From Random Assignment
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Sources. Calculations from basdline survey data and 18-month, 36-month, and 54-month follow-up survey data.

Figure 3.5: Actual and Hypothetical Impacts of SSP on Full-Time Employment

SSP’s Impact on Full-Time Employment
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Sources. Calculations from basdline survey data and 18-month, 36-month, and 54-month follow-up survey data.
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If there had been no increase in employment among the control group or program group
non-takers (dashed line), the impacts would have been similar to the actual impacts through
about Month 30. By Month 52 the impact would have been close to six percentage points,
rather than about two percentage points. In contrast, if there had been no job loss among
takers (thin solid line), the impacts would have remained large throughout most of the
follow-up period, fading somewhat in the last several months. This exercise suggests that
falling employment among takersislargely responsible for the diminishing impacts
throughout much of the follow-up period, while control group catch-up played an
increasingly important role toward the end of the period. Of course, it isimpossible to know
exactly how much each factor contributed to the falling impacts, given that thisisasimple
simulation exercise that is based on several assumptions.

If the impacts faded in part because supplement takers could not stay employed, how is
this story consistent with the earlier finding that SSP increased stable employment, at |east
for the first half of the follow-up period? Figure 3.6 presents employment rates among those
who were working at Month 13. Employment rates gradually fell for both supplement takers
and the control group, showing that job loss occurs quite frequently among ex-welfare
recipients. Employment fell more slowly for takers for the first 32 months, a finding that is
consistent with the increase in employment stability shown earlier. Even though the program
stemmed job loss to a certain extent, it did not do so enough to sustain the impacts through
the end of the fourth year.

Figure 3.6: Full-Time Employment Rates in Years 2 Through 4, for Those Employed at
the End of Year 1
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Sources. Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data.
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CONCLUSIONS

SSP met its goalsin that it increased employment, reduced IA use, and reduced poverty.
Perhaps not surprisingly, the impacts were most pronounced during the period in which
families were still eligible to receive the supplement, and generally did not persist much
beyond that point. Nonetheless, many families had substantially higher incomes than they
would have had otherwise for athree- to four-year period.

Because the timing of the impacts mirrored the timing of the supplement, an obvious
guestion is whether the supplement eligibility period should have been extended beyond
three years. Would the impacts have been different had the supplement lasted four or five
years? For the impacts on income and poverty, the answer is most likely yes, since working
families would have continued receiving a boost to their monthly incomes. The impacts on
employment, on the other hand, may not have continued, since part of the reason they
diminished is that some supplement takers could not stay employed, and another part of the
reason they diminished is that more control group members began working. Of course,
supplement takers who lost their jobs might have been encouraged to go back to work
eventually if the supplement had still been available. But the results suggest that the
supplement might have been more effective and might have produced longer-lasting impacts
if it had been combined with job-retention or re-employment services.



Chapter 4:
Impacts by Subgroup

Chapter 3 describes how SSP increased full-time employment and reduced income
assistance (1A) receipt. By the fifth quarter after random assignment, full-time employment
was 15 percentage points higher in the program group than in the control group, and 1A
receipt among program group members was about 13 percentage points lower than among
control group members. Both of these impacts were statistically significant; the hypothesis
that the impacts were zero can therefore be rejected. By the 18th quarter after random
assignment (that is, the second quarter of the fifth year), in contrast, full-time employment in
the program group was only 1.5 percentage points higher and | A receipt was only
3.6 percentage points lower than in the control group.

Because the effects of SSP were initidly quite sizable, it is natural to ask whether they
were distributed evenly across the research sample or whether they tended to be concentrated
among certain subgroups. It isaso natura to ask whether the lack of significant impacts at the
end of the follow-up period was characteristic of avariety of subgroups or whether the
program’ s effects persisted for some subgroups. In this chapter, impacts on | A receipt and full-
time employment in Quarter 5 (when most effects of SSP peaked for the full sample) and
Quarter 18 (the last quarter for which employment and income information were available) are
examined for avariety of subgroups defined according to sample members characteristics at
the time of random assignment. Impacts on income are also examined over the four-and-a-half-
year study period.

Severa broad categories of subgroups are defined, having to do with the program
environment (British Columbia versus New Brunswick), family structure, family
background, job-readiness, and barriers to employment. The results presented in this chapter
indicate that SSP’ s initial impacts on A receipt and employment were seen in virtually all
subgroups, despite the fact that the percentage of each subgroup receiving the supplement
varied considerably. This finding suggests that an earnings supplement can lead a broad
range of people to leave welfare for work. There were, however, afew specific subgroups
that exhibited larger impacts than others. In particular, subgroups that were more job-ready
or faced fewer barriers to employment tended to have larger impacts. By the 18th quarter,
however, differences in impacts for these subgroups were generally no longer statistically
significant. Impacts on income over the entire 18-quarter study period exhibited some
differences among subgroups, reflecting early differences in impacts, differencesin
supplement receipt rates, and differences in the way SSP and IA payments are cal culated for
different types of families.

SUMMARY OF FINDINGS

e SSP benefited awide range of | A recipients, although impacts were somewhat
larger for more employable people. SSP s impacts on full-time employment were
spread quite evenly across a broad range of subgroups. By making work pay better
than welfare, SSP increased full-time employment of high school graduates as well as
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dropouts, those with and those without health barriers, those with young children and
those without, and those with considerable prior work experience and those without
recent work experience. Still, the impacts tended to be larger among people who
appeared more job-ready (such as those with a high school diploma) or who faced
fewer barriers to employment (such as those without physical conditions limiting
their activity). Even among people who thought they could not work because of
physical disabilities, problems with child care, or family or personal responsibilities,
SSP had more than doubled full-time employment by the beginning of the second
year after random assignment.

e At theend of thefollow-up period, SSP had few ongoing effects for most
subgroups. Asisdescribed in Chapter 3, the effects of SSP were close to zero at the
end of the follow-up period. Of 55 different subgroups examined, the program’s
effect on full-time employment in Quarter 18 (in the middle of the fifth year after
random assignment) was statistically significant for only eight subgroups, or about as
many subgroups as would be expected to have significant effects by chance. The
program’s effects on | A receipt were more widespread, with 23 of the 55 subgroups
having significant reductionsin A receipt at the end of the follow-up period.

e Theeffects of SSP were similar in New Brunswick and British Columbia
through most of the follow-up period. A particularly important comparison is
between New Brunswick and British Columbia, which are very different places with
different welfare systems and economies. SSP was successful in both provinces, and
many of its effects were similar in the two places. In both provinces, for example, a
little more than one third of program group members ever received the supplement,
and the program'’s effect on cumulative income was between $5,000 and $7,000. The
fact that SSP was effective in such different locations adds credibility to the notion
that the offer of an earnings supplement can have important effectsin a variety of
circumstances and locations. Although supplement receipt and income gains were
similar in the two provinces, impacts on A receipt and full-time employment were
somewhat higher in New Brunswick than in British Columbia. For example, in
Quarter 5, SSP reduced I A receipt by 16.3 percentage points in New Brunswick,
compared with 10.3 percentage points in British Columbia. The differences were
particularly striking at the end of the follow-up period. While the effects of SSP were
close to zero in British Columbia, the program continued to reduce | A receipt in New
Brunswick (by 6.5 percentage points) and to increase full-time employment there (by
5.4 percentage points).

RESULTS FOR SEVERAL KEY SUBGROUPS

Program Environment

British Columbia (and the Vancouver areain particular) and New Brunswick are very
different places. Vancouver is alarge metropolitan area, while New Brunswick consists of
several small cities and some rural areas. British Columbia has arelatively high proportion of
Asian immigrants and citizens of First Nations ancestry, while New Brunswick isthe only
officialy bilingua province in Canada. While New Brunswick is predominantly Roman
Catholic, British Columbia has many people from a number of different religions. British
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Columbia has a more robust economy than New Brunswick: from 1992 to 1996 the
unemployment rate in British Columbia averaged 9.5 per cent, while in New Brunswick the
unemployment rate averaged 12.2 per cent. British Columbia also has a more generous |1A
system and a higher cost of living than New Brunswick.

Because they are such different places, the effects of SSP might have been very different
in the two provinces. However, SSP offered somewhat different financial incentivesin the
two provinces, in part to reflect differencesin cost of living and in 1A benefit levels, but also
in an effort to achieve similar effects in the two provinces.

Table 4.1 shows results by province for several measures. the proportion of program group
members who ever received the supplement; the program’ s effect on A receipt in quarters 5
and 18; the program’ s effect on full-time employment in quarters 5 and 18; and the program’s
effect on income from earnings, |A, and SSP supplement payments through the 18th quarter.

Table 4.1: SSP Impacts on Selected Outcomes, by Province

Program Control Difference Standard

Outcome and Subgroup Group Group (Impact) Error

Ever received a supplement (%) T

British Columbia 34.0 n/a 34.0 n/a

New Brunswick 37.4 n/a 37.4 n/a

IA receipt (%)

Quarter 5 Tt
British Columbia 75.1 85.5 -10.3 *** (1.5)
New Brunswick 63.3 79.6 -16.3 *** (1.8)

Quarter 18 Tt
British Columbia 53.6 54.6 -1.0 (1.9)
New Brunswick 53.3 59.8 -6.5 *** (2.0)

Full-time employment (%)

Quarter 5 n.s.
British Columbia 27.4 13.7 13.7 *** (1.5)
New Brunswick 32.3 16.3 16.0 *** 2.7)

Quarter 18 Tt
British Columbia 24.3 26.4 -2.0 2.7)
New Brunswick 32.0 26.6 5.4 *** (1.8)

Cumulative income ($) n.s.

British Columbia 65,395 59,935 5,460 *** (1,279)

New Brunswick 50,121 43,462 6,658 *** (850)

Sample size

British Columbia 1,294 1,244

New Brunswick 1,166 1,148

Sources. Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assistance (1A)
administrative records, and SSP's Program Management Information System.
Notes: The subgroups are defined according to characteristics at random assignment.
Cumulative incomeistotal earnings, income assistance, and SSP payments received in months 1-54.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels are indicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
F-tests were applied to differences among subgroups in estimated impacts. Statistical significance levels are indicated as:
1 =10 per cent; t1 =5 per cent; 111 = 1 per cent. The abbreviation “n.s.” indicates that the variation in impacts among the
subgroups s not stetistically significant.
Sample sizes may vary for individual items because of missing values.
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In trying to determine whether impacts were larger for certain subgroups than for others,
it isimportant to remember that estimated impacts could be larger for particular subgroups
simply by chance. This random difference could make the estimated impact on employment
(the difference between program and control group outcomes) larger in one province than in
the other, even if the actual impact (the difference that was due to SSP, not to random
factors) was the same for the two provinces. A statistical test (the F-test) was performed to
determine whether differences between subgroup impact estimates could easily be due to
such chance factors. For each outcome, the results of the test are shown in the columns next
to the standard errors. The abbreviation “n.s.” (not significant) indicates that the variation in
estimated impacts is not statistically significant (i.e. the observed subgroup differences could
easily be due to chance and should not be regarded as evidence that impacts actually differed
between the subgroups). Daggers indicate that the variation is statistically significant,
meaning that the conclusion that there was areal difference between subgroups in the impact
of SSP can be made with reasonabl e confidence.

The subgroups examined in this chapter were defined on the basis of sample members
characteristics at the time of random assignment. Within each subgroup, the program and
control group members would have been similar to each other with regard to all factors that
affect employment and other outcomes, except that program group members were offered the
supplement and control group members were not. If a subgroup had instead been defined on
the basis of a characteristic measured after random assignment, the program and control
group members within the subgroup would not necessarily be comparable to each other, and
it might not be possible to obtain reliable estimates of SSP’'s impact. An example of this
would be an attempt to estimate the impact on earnings in Quarter 2 for a subgroup
consisting of all sample members who were still on income assistance in Quarter 2. Since
SSP reduced IA receipt in Quarter 2, this subgroup would contain fewer program group
members than control group members, and more importantly, it is quite likely that the
program group members within the subgroup would have systematically different
characteristics from the control group members. Although statistical adjustments could be
made for some of these differences, there might still be important differences in unmeasured
characteristics (such as motivation).

SSP was successful in both provinces, and many of its effects were smilar in the two
places. More than athird of program group members ever received the supplement, for
example, and the program’ s effect on cumulative income was between $5,000 and $7,000 in
both provinces.

Although supplement receipt and income gains were similar in the two provinces,
impacts on 1A receipt and full-time employment were somewhat higher in New Brunswick
than in British Columbia. For example, in Quarter 5, SSP reduced | A receipt by
16.3 percentage pointsin New Brunswick, compared with 10.3 percentage points in British
Columbia. The differences are particularly striking at the end of the follow-up period. While
the effects of SSP were close to zero in British Columbia, the program continued to reduce
|A receipt in New Brunswick (by 6.5 percentage points) and to increase full-time
employment (by 5.4 percentage points).
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Work Status at Random Assignment

To receive the SSP supplement, sample members had to work 30 hours per week or
more. For avariety of reasons, it may have been easier for people who were aready working
part time at the time of random assignment to respond to the SSP financial work incentive by
making the jump to full-time work, compared with people who were not working at all.
Furthermore, among those already working full time, SSP should have provided a powerful
incentive to remain in full-time employment.

Table 4.2 shows the effects of SSP by employment status at the time of random
assignment. Four groups are shown: those who were neither working nor looking for work at
the time of random assignment (58 per cent of the sample), those who were not working but
who were looking for work (23 per cent), those who were working part time (13 per cent),
and those who were working full time (6 per cent).

As expected, people who were aready working full time were the most likely to take up
the supplement offer. Many were eligible for the supplement without changing their jobs, and
more than three quarters of them received the supplement. By contrast, only about half of
those working part time at random assignment were able to make the jump to full-time work,
and fewer than one quarter of those who were not working and not looking for work ever
received the supplement.*

Although the pattern of supplement take-up by work status at random assignment seems
logical, differences in the program’s effects on A receipt and full-time employment are more
complicated. During Quarter 5 the program’ s effects on 1A receipt mirrored supplement take-
up. In particular, the program reduced IA receipt the most for those working part time or full
time at random assignment, and it reduced IA recei pt more than twice as much for those
working full time at random assignment (22.6 percentage points) than for people who were
not looking for work at random assignment (9.8 percentage points).

The program’s effects on |A receipt at the end of follow-up look much different. Recall
that, overall, the program had ceased to significantly reduce IA receipt at the end of follow-
up. Nevertheless, it continued to significantly reduce I A receipt for those who had been |east
likely to work — by 8.9 percentage points among those who were not working but who were
looking for work at the time of random assignment, and by 3.3 percentage points for people
who were not working or looking for work at the time of random assignment.

Differences in the program’ s effect on | A receipt may primarily reflect the fact that
control group catch-up was much greater for more job-ready groups than for less job-ready
groups. People in the program group who were aready working full time at random
assignment were still receiving income assistance, even though their earnings probably made
them eligible for relatively small amounts. In the absence of the supplement offer, they
would have been likely to leave welfare anyway. This hypothesisis supported by the
relatively low rate of |A receipt for their control group counterparts (28.9 per cent in the last
quarter of follow-up). As aresult, there was little room for the program to continue to reduce
|A receipt for this group.

This does not contradict the finding in Chapter 3 that the impact of SSP on full-time employment came primarily by
encouraging people who would not have worked to work full time. Although part-time workers were more likely to move
to full-time work, there were far fewer part-time workers than non-workers in the sample.
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Table 4.2;: SSP Impacts on Selected Outcomes, by Work Status at Random Assignment

Program Control Difference Standard

Outcome and Subgroup Group Group (Impact) Error

Ever received a supplement (%) Tt

Employed full time 75.2 n/a 75.2 n/a

Employed part time 53.1 n/a 53.1 n/a

Not employed, looking for work 43.0 n/a 43.0 n/a

Neither employed nor looking for work 24.7 n/a 24.7 n/a

IA receipt (%)

Quarter 5 Tt
Employed full time 31.3 53.8 -22.6 *** (5.2)
Employed part time 52.6 76.8 -24.2 *** (3.5)

Not employed, looking for work 66.1 80.9 -14.8 *** (2.5)
Neither employed nor looking for work 78.4 88.2 -0.8 *** (1.3)

Quarter 18 Tt
Employed full time 31.0 28.9 2.1 (5.0)
Employed part time 38.0 41.8 -3.8 (3.8)

Not employed, looking for work 45.5 54.4 -8.9 (2.9)
Neither employed nor looking for work 62.0 65.3 -3.3 * (1.8)

Full-time employment (%)

Quarter 5 Tt
Employed full time 68.1 57.2 10.8 ** (5.2)
Employed part time 48.4 25.8 22.5 *** (3.7)

Not employed, looking for work 31.8 15.1 16.8 *** (2.4)
Neither employed nor looking for work 20.8 7.3 13.5 *** (1.2)

Quarter 18 n.s.
Employed full time 52.8 54.9 -2.2 (5.5)
Employed part time 41.0 37.8 3.1 (3.8)

Not employed, looking for work 30.1 29.4 0.7 (2.7)
Neither employed nor looking for work 21.7 19.3 2.4 * (1.5)

Cumulative income ($) Tt

Employed full time 73,620 69,092 4,528 (3,818)

Employed part time 70,295 60,884 9,410 *** (3,360)

Not employed, looking for work 59,329 50,895 8,433 *** (1,635)

Neither employed nor looking for work 53,155 48,106 5,048 *** (837)

Sample size

Employed full time 145 166

Employed part time 324 307

Not employed, looking for work 533 556

Neither employed nor looking for work 1,443 1,355

Sources. Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assistance (1A)
administrative records, and SSP's Program Management Information System.
Notes: The subgroups are defined according to characteristics at random assignment.
Cumulative incomeistotal earnings, income assistance, and SSP payments received in months 1-54.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levelsareindicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
F-tests were applied to differences among subgroups in estimated impacts. Statistical significance levels are indicated as:
1 =10 per cent; T1 =5 per cent; 11 = 1 per cent. The abbreviation “n.s.” indicates that the variation in impacts among the
subgroupsis not statistically significant.
Sample sizes may vary for individual items because of missing values.
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The pattern of increased full-time employment across the four groups is much different
from the patternsfor 1A receipt. In particular, the program’ s effect on full-time employment
in Quarter 5 was largest for those working part time at random assignment. Moreover, SSP's
effect on full-time employment was smallest for people who were working full time at
random assignment, even though supplement take-up and the effect on 1A receipt in
Quarter 5 were largest for this group.

The reason for these differences isinstructive. Consider a time soon after random
assignment. It islikely that nearly everyone who was working full time at random assignment
continued to work full time for at least a short period of time after random assignment. For
example, Michalopoulos et a. (2000) showed that about 90 per cent of control group members
who were working full time at random assignment worked full time in each of the next two
months after random assignment. As aresult, it was impossible for SSP to have increased full-
time employment much in this subgroup, even though the supplement offer caused many
program group members in the subgroup to take up the supplement and leave income
assistance. This phenomenon continued through Quarter 5, at which point 57.2 per cent of
control group members who were working full time at random assignment were still working
full time. In contrast, few control group members who were working part time made the jump to
full-time work without the supplement offer. In Quarter 5 only about one fourth of the part-time
subgroup was working full time, and the program nearly doubled full-time work for this group.

Despite the large effects on full-time employment for all four subgroups, SSP had only
small effects on full-time employment at the end of the follow-up period, and differences
across the four groups were not statistically significant. The reduction in the effects on full-
time employment appear to be due both to control group catch-up — asreflected in the
higher rates of full-time employment among control group members who were not working
full time at random assignment — and to job loss — as reflected by the lower rates of full-
time employment for those who were working full time or part time at random assignment.

Because SSP had its largest employment effects for people who were working part time
at random assignment, and because supplement take-up was substantial for this group, SSP's
effects on income were largest for people already working part time ($9,410 per person). In
contrast, the program’ s effect on income was much smaller for people at the two extremesin
baseline work status, those who were already working full time at random assignment and
those who were not looking for work at random assignment. These are the groups with the
smallest impacts on full-time employment (and hence relatively small effects on earnings),
and those who were not looking for work were the group with the lowest take-up rate (and
hence relatively low amounts of SSP supplement payments).

Number of Children

Whereas |A payments are larger for families with more children, SSP supplement
payments depended only on a parent’ s earnings, not the composition of her family. Asa
result, SSP provided arelatively more generous work incentive to families with one child
than to families with two children, and a relatively more generous work incentive to families
with two children than to families with three children. All else equal, the program’s effects
should consequently be larger for smaller families than for larger families. Perhaps
reinforcing this expectation is the notion that parents with many children face greater barriers
to work that might prohibit them from responding to the earnings supplement.
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Table 4.3 shows the impacts of SSP on IA receipt, full-time employment, and income, by
the number of childrenin the family at the time of random assignment — families with one
child, families with two children, and families with three or more children. In accordance with
expectations, more families with one child took up the supplement than families with two
children, and more families with two children took up the supplement than families with three
or more children. However, these differences were fairly small, with about 38 per cent of the
smallest families taking up the supplement offer, compared with about 29 per cent of the
largest families.

Table 4.3: SSP Impacts on Selected Outcomes, by Number of Children at Random
Assignment

Program Control Difference Standard

QOutcome and Subgroup Group Group (Impact) Error

Ever received a supplement (%) T

One child 38.2 n/a 38.2 n/a

Two children 34.8 n/a 34.8 n/a

Three or more children 29.3 n/a 29.3 n/a

IA receipt (%)

Quarter 5 Tt
One child 67.2 82.0 -14.8 *** 2.7)
Two children 70.2 82.9 -12.7 *** (2.0)
Three or more children 75.5 83.3 -7.8 ¥ (2.8)

Quarter 18 n.s.
One child 49.9 54.4 -4.5 ** (2.0
Two children 55.6 57.7 -2.1 (2.4)
Three or more children 59.3 63.5 -4.2 (3.5)

Full-time employment (%)

Quarter 5 n.s.
One child 32.2 17.0 15.2 **= 2.7
Two children 28.2 14.2 14.0 *** (1.9
Three or more children 25.9 10.1 15.8 *** (2.7)

Quarter 18 n.s.
One child 30.1 29.7 0.4 (1.8)

Two children 28.2 24.7 35 * (2.2)
Three or more children 20.4 21.5 -1.0 (3.0)

Cumulative income ($) n.s.

One child 56,543 50,174 6,369 *** (1,051)

Two children 58,896 52,817 6,079 *** (1,543)

Three or more children 61,747 55,883 5,863 *** (2,115)

Sample size

One child 1,192 1,188

Two children 872 805

Three or more children 362 367

Sources: Calculations from basdline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assistance
(IA) administrative records, and SSP's Program Management Information System.

Notes: The subgroups are defined according to characteristics at random assignment.
Cumulative incomeistotal earnings, income assistance, and SSP payments received in months 1-54.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
F-tests were applied to differences among subgroups in estimated impacts. Statistical significance levels are indicated as:
1 =10 per cent; t1 = 5 per cent; 111 = 1 per cent. The abbreviation “n.s.” indicates that the variation in impacts among the
subgroups is not stetistically significant.
Sample sizes may vary for individual items because of missing values. Sample sizes may vary for individual items
because of missing values.
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The program’s effect on | A receipt in Quarter 5 was also largest for the smallest families
(14.8 percentage points, compared with 7.8 percentage points for the largest families).
Moreover, at the end of the follow-up period (Quarter 18), the program’s effect on 1A receipt
was statistically significant only for families with one child, although impacts on | A receipt
were fairly small for al three subgroups at the end of the follow-up period, and differences
across the subgroups were not statistically significant.

Although the pattern of supplement take-up and impacts on |A receipt accorded with
expectations, the program’ s effect on full-time employment did not. In Quarter 5 the program
increased full-time employment by at least 14 percentage points and no more than
16 percentage points for all three family sizes. It is not clear why the effect on full-time
employment was so similar across the groups when the effect on I A receipt was not. The
combination of relatively large effects on full-time employment but relatively small effects
on A receipt for the largest families suggests that a number of them found full-time work
because of the supplement offer but either remained on or returned to A while continuing to
work full time.

Because large and small families were about equally likely to take up the supplement,
and because the program had similar effects on full-time employment for large and small
families, its effects on income were also similar for the three groups. Over the entire follow-
up period, SSP provided nearly $5,900 more income to the average family with three or more
children and nearly $6,400 more income to the average family with one child.

OTHER SUBGROUPS

Many other interesting subgroups could be defined. This section defines a number of
subgroups for which there is good reason to believe that the impacts of SSP might vary. The
subgroups fall roughly into four major categories: family structure, family background, job-
readiness, and barriers to employment. This section describes the subgroups in each category
and considers how impacts might vary among them. The actual impacts by subgroup are
discussed in the next section.

Family Structure

Age of Sample Member

One of the purposes of SSP was to induce single parents to acquire work experience so
that their skills and hence their earnings capacity would increase. The economic theory of
human capital suggests that the decision to invest timein skill-building activities depends on
aperson’s age. Specificaly, one of the major motivations for acquiring new skillsisthe
expected increase in lifetime earnings. Human capital theory predicts, other things held
constant, that an older person will be lessinclined to invest in human capital than a younger
person, because the period over which to reap the returns on the increased investment will be
shorter.? If this theory is applied to SSP, younger people might have been more inclined than
older people to work full time because of the SSP supplement offer. Thus, the impact of SSP

2This consideration will be less relevant if sample members tended to base decisions primarily on the basis of current
income. In that case, differences in impacts between older and younger people may reflect mainly differencesin current job
opportunities.
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may have declined with age. For purposes of examining variation in impacts with age, three
subgroups are defined according to age at random assignment: 19-29 years of age (43 per
cent of the sample), 30-39 years of age (39 per cent of the sample), and 40 years of age or
older (18 per cent of the sample).

Age of Youngest Child

In contemplating whether or not to take up the SSP offer, sample members had to
evaluate the costs and benefits of going to work. Single parents with very young children
might have been less willing to work and to place their children in child care than those
whose children were older. However, in recent years, child care has become more accepted,
and mothers of young children have become more likely to work and use child care (Robins,
1991; Michalopoulos & Robins, forthcoming). Nonetheless, it is of interest to determine
whether the impact of SSP varied with the age of the youngest child.

Categories were created that distinguished three subgroups based on the age of the
youngest child at random assignment. The three categories are younger than 6 years of age
(55 per cent of the sample), 6-11 years of age (26 per cent), and 12 years of age or older
(19 per cent).

Family Background

Ancestry

There are numerous differences between ethnic groups in labour market outcomes. Some
of the reasons for these differences are cultural, and some reflect the economic circumstances
facing a particular ethnic group. In this report, the only ethnic minority with a large enough
sample to be analyzed separately is people of First Nations ancestry in British Columbia. For
purposes of analysis, impacts for First Nations people in British Columbia are compared with
impacts for all other sample members in British Columbia.

Studies have shown that people of First Nations ancestry have lower wages and fewer job
opportunities than other ethnic groups in Canada, perhaps because of discrimination or
because of differencesin characteristics that are correlated with wages and employment
(George & Kuhn, 1994). As aresult, people of First Nations ancestry who attempted to find a
full-time job in response to the SSP offer might have been at a disadvantage in the labour
market relative to other sample members. Thus, SSP might have had a smaller impact on
full-time employment for people of First Nations ancestry than for other sample members.

On the other hand, because the supplement paid more to low-wage workers than to high-
wage workers for the same work effort, SSP might have had larger effects for sample
members of First Nations ancestry.

Immigrant Status

Because of possible language and cultural differences, the impact of SSP might have
varied with immigrant status. Since few sample membersin New Brunswick were
immigrants, the analysis was restricted to sample membersin British Columbia. Two
subgroups were defined according to whether or not the sample member reported being born
in Canada. In British Columbia 23 per cent of sample members reported being born outside
of Canada. If job opportunities are greater for native-born Canadians (perhaps because of
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discrimination in the labour market against immigrants), it is possible that the impact of SSP
for people born in Canada would have been greater than the impact for immigrants.

Family Circumstances While Growing Up

A number of studies have suggested that family circumstances during childhood affect the
probability of ultimately achieving economic self-sufficiency as an adult. For example,
Fronstin, Greenberg, and Robins (1997) found that earnings are lower among sample members
who spent part of their childhood in adisrupted household.® Similarly, there is some evidence
of the intergenerational transmission of welfare dependence (Antel, 1992; Duncan, Hill, &
Hoffman, 1988; [references cited in] Levine & Zimmerman, 1996). These findings suggest that
the likelihood of taking up the SSP supplement might have varied with whether or not the
sample member grew up in asingle-parent (or foster-parent) household or a household
receiving welfare. Theimpact of SSP might also have varied with these circumstances. Two
subgroups were defined on the basis of whether or not both parents of the sample member were
present in the home while she was growing up (60 per cent of the sample had lived with both
parents) and whether or not the family received welfare payments while she was growing up
(25 per cent grew up in families receiving welfare).* On the basis of the prior research, the
impact of SSP was expected to be lower for sample members who grew up in adisrupted
household or in a household that received welfare payments.

Job-Readiness

Education and Training

There is substantial evidence that lack of education and training significantly inhibits a
person’s ability to find ajob and leads to lower earnings levels (Levy & Murnane, 1992). As
aresult, sample members with lower levels of education and training might have had fewer
job opportunities and faced other disadvantages in the labour market while attempting to
respond to the SSP offer. To analyze differences in impacts by education and training, two
sets of subgroups were defined. For the first set, a comparison was made between sample
members with and without a high school diploma at the time of random assignment (53 per
cent of the sample lacked a high school diploma). For the second set, a comparison was made
between sample members who were and were not enrolled in education or training at the
time of random assignment (14 per cent were enrolled).

Welfare History

A number of studies have shown that the rate of leaving welfare declines with time spent
on welfare (see, for example, Bane & Ellwood, 1983; Barrett & Cragg, 1998; Sandefur,
1997). This " negative duration dependence” suggests that a small group of welfare recipients
arelikely to stay on welfare for avery long period of time. These people may have been less
likely to take up the SSP supplement, and the impact of SSP might have been smaller for this
group, for avariety of reasons. First, such people tend to be severely disadvantaged and lack

3For asummary of studies prior to 1991, see Amato & Keith, 1991. A “disrupted household” is one in which a parental
divorce or separation occurred or a parent died.

“The precise questions on the baseline survey were as follows. For growing up in a single-parent household, “Up until you
were 16 years old, were you living with both your mother and father?’ For welfare receipt while growing up, “Up until you
were 16 years old, did anyone in your household ever receive socia assistance or welfare aid?’
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the skillsto qualify for most jobs. Second, because they have been on welfare for so long,
they may be unfamiliar with what is required to undertake ajob search. Third, they may be
so “entrenched” in welfare that they do not view work as arealistic alternative. To examine
the possibility that the impact of SSP varies with time spent on welfare, three subgroups were
defined: those who had been on income assistance for 10 to 23 of the last 36 months before
random assignment (24 per cent of the sample),” for 24 to 35 of the last 36 months (34 per
cent), and for al of the last 36 months (42 per cent). Because the ability to find full-time
employment is likely to vary inversely with the length of time on welfare, the impacts of SSP
were expected to be largest for the first group and smallest for the last group.

Level of Disadvantage

Education and training levels, employment history, and welfare history al play important
rolesin determining whether a person is capable of becoming economically self-sufficient.
People with high levels of education and considerable work experience may be more likely to
succeed in the future than those with low levels of education and little work experience. To
examine the interaction among various job-readiness characteristics, three subgroups were
defined. Those considered “most disadvantaged” are people who met the following three
criteria: they had not worked in the year prior to random assignment, they did not have a high
school diploma (or equivalent) at the time of random assignment, and they had been on
welfare for at least two out of the three years prior to random assignment. Those considered
“moderately disadvantaged” met one or two of these criteria. Those considered “|east
disadvantaged” did not meet any of these three criteria.

Barriers to Work

Availability of Child Care

A number of studies have shown that lack of adequate child care isasignificant barrier to
employment (Kimmel, 1998; Hofferth, Brayfield, Deich, & Holcolmb, 1991). To determine
the importance of child care in responding to the SSP supplement offer, three groups were
distinguished on the basi s of responses to a question in the baseline survey about the
adequacy of child care:® thase who thought they could find trustworthy care if they got ajob
(65 per cent of the sample), those who did not think they could find trustworthy care (17 per
cent), and those who would not need child care if they were to find ajob (18 per cent). The
impacts of SSP are expected to be larger for those without child care problems.

50One condition used to select the sample for the SSP study was receipt of income assistance in the month of selection and in
at least 11 of the 12 previous months. However, because of voided |A cheques, three sample members are recorded as
having received income assistance in only 10 of the 12 months preceding sample selection.

5Sample members were asked whether they agreed strongly, agreed, disagreed, or disagreed strongly with the statement “If |
got ajob, | could find someone | trust to take care of my children.” Those who answered “agree strongly” or “agree” were
included in one subgroup; those who answered “disagree” or “disagree strongly” were included in another subgroup; those
who said that no care would be required for any children were included in athird subgroup.
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Work Limitations

In order to take up the supplement, sample members not only had to want to work full
time, but also had to be capable of working full time. Many people suffer from physical or
mental impairments that either prohibit work or limit the amount and kind of work they can
do. Other people are prevented from working full time by lack of child care or other
constraints. On the basis of responses to questions in the baseline survey, six sets of
subgroups were defined, characterized by the presence or absence of certain kinds of work
limitations. In the first set, a distinction was made between those who reported physical
conditions that limited their activity at home, school, work, or leisure (25 per cent of the
report sample) and all others (75 per cent).” In the second set, a distinction was made
between those who reported an emotional condition that limited their activity (8 per cent of
the sample) and all others (92 per cent). In the third set, sample members were classified as
being at risk of clinical depression according to their answers to an abridged version of the
Center for Epidemiological Studies-Depression (CES-D) scale.® On the basis of the abridged
set of questions, 47 per cent of the sample was identified as being at risk of clinical
depression. In the fourth set, a distinction was made between non-workers who could not
work in the four weeks preceding the baseline survey because of illness or disability (14 per
cent), non-workers for whom illness or disability was not areason for not working (67 per
cent), and workers (those employed at random assignment, 19 per cent of the sample). In the
fifth set, a distinction was made between non-workers who could not work in the four weeks
preceding the baseline survey because of alack of adequate child care (15 per cent), non-
workers for whom lack of adequate child care was not areason for not working (66 per cent
of the report sample), and workers (19 per cent). In the sixth set, adistinction is made
between non-workers who could not work in the four weeks preceding the baseline survey
because of personal or family responsibilities (21 per cent), non-workers for whom personal
or family responsibilities were not reasons for not working (57 per cent), and workers (19 per
cent).® Generally, because finding ajob isless likely for those facing barriers to employment,
the impact of SSP is expected to be lower for such people.

"Sample members are considered to have an activity-limiting physical condition if they answered yes to any of the
following: “Do you have along-term physical condition or health problem that limits you in the kind or amount of activity
youcando ... (a) a home? (b) at school? (c) at work? (d) in other activities such astravel, sports, or leisure?’ Those who
were not working generally did not answer the “at work” part of the question, so their classifications are based on answers
to the other parts. The conditions reported were not necessarily permanent. Of the sample members who reported an
activity-limiting physical condition at the baseline interview, one third indicated no such problems at the 18-month follow-
up interview.

8The CES-D scaleis a 20-item questionnaire designed to measure the prevalence of major depression in the general
population (Radloff, 1977). Respondents are asked how many days per week they felt a particular emotion. Less than one
day is assigned 0 points, 1-2 days is assigned 1 point, 3—4 daysis assigned 2 points, and 57 daysis assigned 3 points.
Radloff identified a threshold score of 16 (out of a possible 60); a score above 16 might be indicative of clinical depression.
The SSP survey used a four-question abridged version of the CES-D scale. A score of 3 or more on the abridged set of
guestions was used to indicate risk of clinical depression. Validation studies of the CES-D scale have shown very imperfect
correspondence between the scale and diagnoses based on psychiatric interviews; researchers have expressed concerns that
the CES-D scale may reflect symptoms not only of major depression but also of anxiety, demoralization, or physicd ill
health (Tsuang, Tohen, & Zahner, 1995, pp. 9, 234-36).

9Sample members who were not working at random assignment were asked at the baseline interview, “Was there any reason
you could not take ajob in the last four weeks?” Those who said yes were then asked about specific reasons why they
could not take a job, including their own illness or disability, lack of adequate child care, and persond or family
responsibilities. They could say yes to more than one reason.
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Self-Expressed Needs

On the baseline survey, sample members were asked, “ At present, which of these best
describes your greatest need: immediate full-time employment, immediate part-time
employment, education or training, or something else?’ Subgroups were defined according to
their answers: full-time employment (29 per cent), part-time employment (10 per cent),
education and training (48 per cent), or something else (14 per cent). The impact of SSPis
expected to be greatest among those in need of full-time employment.

RESULTS FOR OTHER SUBGROUPS

The results for the subgroups described in the previous section are presented in tables 4.4,
4.5, and 4.6. Specificaly, the tables provide estimated subgroup impacts of SSP on the
average monthly full-time employment in quarters 5 and 18, the average monthly percentage
receiving income assistance in quarters 5 and 18, and income from earnings, income
assistance, and SSP supplement payments through Quarter 18. The tables show, for each
subgroup, the sample size;* the proportion of the subgroup that took up the supplement
offer; the average outcomes for control group members; the estimated impact of SSP; and the
standard error of the estimated impact, in parentheses, with daggers or “n.s.” indicating
whether or not the difference in estimated impacts among subgroups is statistically
significant.

Percentage of People Ever Receiving a Supplement

There were substantia differences between subgroups in the percentages that ever received
asupplement. The greatest differences shown in Table 4.4 are for several barriersto work. As
can be seen in the table, however, supplement receipt rates were similar for many subgroups,
and none of the differences was as large as for the work status subgroups shown in Table 4.2.1

Subgroup Impacts on Full-Time Employment

Table 4.4 reports the estimated subgroup impacts on full-time employment in quarters 5
and 18. In Quarter 5, when the overall impact of SSP was sizable, thereis remarkable
consistency across the various sets of subgroups analyzed. In most cases, the variation in
estimated impacts within a set of related subgroupsis not statistically significant, although in
many instances the variation is consistent with prior expectations. For example, there are no
statistically significant differencesin impact by family structure. The estimated impact
tended to decline with the age of the sample member, as expected, but the variation is not
statistically significant. The estimates also declined with age of the youngest child, somewhat
unexpectedly, but again the variation is not statistically significant.

1The full report sample contains 4,852 people. The subgroup sample sizes do not always add up to 4,852 because any
sample members answering “don’t know” to a question that contributed to defining a set of subgroups are excluded from
those subgroups.

Hgypplement take-up rates areidentical in tables 4.4, 4.5, and 4.6.
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Impacts aso did not vary significantly with measures of family background. People of
First Nations ancestry in British Columbia had a smaller estimated impact than other sample
members in that province, as expected, but the difference is not statistically significant. The
impact was surprisingly somewhat larger for people not born in Canada than for native
Canadians, athough again the differenceis not statistically significant. The estimated impact
was dlightly larger for sample members who grew up in two-parent households as opposed to
one-parent or foster households, as expected, but the difference is very small and not
statistically significant. Similarly, the estimated impact was larger for sample members who
grew up in households that did not receive welfare payments, as expected, but the difference
Isslight and not statistically significant.

Impacts on full-time employment varied significantly with several measures of job-
readiness. As expected, the impact was higher for sample members with a high school
diploma, but the difference is not statistically significant. The estimated impact on full-time
employment was also higher for people enrolled in an education or training program at
random assignment, but again not significantly so.

Supplement receipt rates were somewhat lower for people who had received income
assistance throughout the three years before random assignment, but the impact on full-time
employment was virtually identical for the three subgroups in this set. These results may have
some relevance to the sampl e selection procedure used in SSP. If SSP became alarge-scale,
ongoing program with the same eligibility rules, single parents would be offered the
supplement just after their first year of 1A receipt. Because SSP' s estimated impacts did not
vary much with the extent of prior IA receipt, the impacts of an ongoing program on full-time
employment might be similar to those observed in this study, despite the fact that most sample
membersin the study had received income assistance for considerably more than a year when
they were offered the supplement.

Impacts were dlightly lower for the most disadvantaged, but they were not significantly
different from the impacts for the other two groups of disadvantaged people. However,
impacts were significantly lower for low-skilled persons, by more than seven percentage
points.

Estimated impacts varied significantly with the presence or absence of two barriersto
employment. Lack of trustworthy child care is one potential barrier to employment. The
impact of SSP was greater among sample members who, in response to a baseline survey
guestion, said they could find trustworthy care if they were to become employed, compared
with those who said they could not find trustworthy care (16.8 percentage points versus
13.0 percentage points). Of course, it is not known whether trustworthy care was less
available to those who said they could not find it or whether these people were generally
more reluctant to put their children in care. Increased quality of care in the community,
however, should lead to more trustworthy care and a greater impact of programs such as
SSP.
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Physical and emotional limitations reduced the impact of SSP. Among sample members
who reported physical or emotional conditions that limited their activity at home, school, work,
or leisure, impacts were lower than among sample members who did not report any such
conditions. However, the impacts among those who reported physical limitations were still
sizable and were not significantly different from the impacts among those without any
limitations. There were no differences in impacts between persons at risk of depression and
persons not at risk of depression.

The impact of SSP was significantly lower among sample members who were unable to
work in the four weeks prior to random assignment because of an illness or a disability
(9.8 percentage points, versus 15.4 percentage points for those without an illness or
disability). The other major reasons for being unable to work — lack of child care and
personal or family responsibilities — were not associated with significant differencesin
estimated impacts. Finally, athough impacts were highest among those expressing a great
need to work full time, they were not significantly higher than among other subgroupsin this
Set.

By Quarter 18, the overall impact of SSP on full-time employment declined to nearly
zero. Moreover, these declines occurred for virtually every subgroup. Only two sets of
subgroups exhibited statistically significant differences in impacts in Quarter 18 — New
Brunswick sample members versus British Columbia sample members (see Table 4.1) and
sample members who grew up in atwo-parent home versus those who grew up with fewer
than two parents in the home. For these two sets of subgroups, the differences in impacts
among sample members were somewhat larger than they were in Quarter 5.

Subgroup Impacts on Receipt of Income Assistance

Impacts on the |A receipt rate are expected to be similar to but not exactly the same as
impacts on the full-time employment rate. The strength of the similarity may vary between
subgroups.

Asisshown in Table 4.5, the estimated subgroup impacts on |A receipt in Quarter 5
generaly mirrored the impacts on full-time employment, but there are several exceptions. Most
notably, one out of the three job-readiness subgroups exhibited statistically significant
differences in impacts on | A receipt, compared with none of the three for impacts on full-
time employment. Generally, the pattern of impacts for 1A receipt subgroups mirrored the
pattern for full-time employment, but the differences were slightly larger for 1A receipt. For
example, while the difference in impacts on full-time employment between sample members
with and without a high school diplomais 2.4 percentage points and not statistically
significant, the differenceis 4.5 percentage points for 1A receipt and is statistically
significant. Similarly, while the difference in the impact on full-time employment for the
most disadvantaged and least disadvantaged is 3.0 percentage points and not statistically
significant, the differenceis 12.2 percentage pointsfor IA receipt and is statistically
significant. The resultsin Quarter 5 clearly indicate that people who were more job-ready at
the time of random assignment were much more likely to respond to the SSP offer and leave
income assi stance.
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Barriers to employment seemed to be a similar factor for impacts on 1A receipt and
impacts on full-time employment. Whereas trustworthy child care seemed to be an
important factor for impacts on full-time employment, it was not as important for A
receipt. On the other hand, not being able to work because of personal or family
responsibilities was not a major factor for either impacts on full-time employment or
impacts on IA receipt. Not being able to work because of illness or disability was a
significant factor for impacts on full-time employment but not for impacts on 1A
receipt.

Despite the large number of differences in subgroup impacts on IA receipt in
Quarter 5 (five sets of subgroups exhibited statistically significant differencesin
impacts, including subgroups shown in tables 4.1 through 4.3), only two (province and
baseline work status) exhibited a statistically significant difference in Quarter 18.
Mirroring the differences in impacts on full-time employment, sample membersin New
Brunswick were more likely to remain off income assistance by Quarter 18 than sample
members in British Columbia (6.5 percentage points versus 1.0 percentage points). As
was indicated earlier, part of this difference may be due to the fact that it was more
difficult to re-qualify for income assistance in New Brunswick than in British
Columbia, once the SSP supplement ended. On the other hand, it is also possible that
receipt of the SSP supplement for up to three years enabled sample membersin New
Brunswick to achieve greater economic self-sufficiency than sample membersin
British Columbia.

Subgroup Impacts on Income

Although the impacts of SSP on income tended to disappear by the end of the
experiment, the early increases in employment led to an overall increase in income
during the entire study period (54 months). The increase was $6,218 per sample
member, which consisted of increased earnings of $3,118 plus net transfer payments of
$3,180 ($6,501 in supplement payments less $3,321 in 1A benefits given up). To
determine whether the increased income was spread evenly across different subgroups
or tended to be concentrated among certain types of people, impacts on income were
generated for each of the subgroups.

Table 4.6 reports subgroup impacts on income. Impacts on income did not vary
across most subgroups (although it isimportant to remember that the program’ s effects
on income did vary significantly by work status at random assignment, as shown in
Table 4.2). However, impacts were lower for persons who reported at random
assignment that they could not work because of illness or disability. These lower
impacts are due primarily to lower impacts on full-time employment. Impacts were
also significantly higher for persons who said at random assignment that their greatest
need was full-time employment. For this group, income increased by $10,658 versus
increases of about $3,000 for those expressing other greatest needs. The higher
impacts are partly due to higher impacts on full-time employment but also to a higher
supplement receipt rate.
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Table 4.6: SSP Impacts on Cumulative Income, by Other Subgroups

Percentage
Sample Receiving Control Difference Standard

Subgroup Size Supplement?® Group ($) (Impact) ($) Error

Family structure

Age of sample member at random assignment n.s.
19-29 2,026 38.2 50,708 6,939 *** (1,049)
30-39 1,810 35.1 54,982 4,228 *** (1,511)

40 and over 813 30.1 47,714 8,907 *** (1,796)

Age of youngest child at random assigment n.s.
Youngest child 0-5 2,530 35.8 52,317 6,048 *** (1,112)
Youngest child 6-11 1,195 36.2 53,790 6,079 *** (1,568)
Youngest child 12 and over 868 34.3 48,378 6,830 *** (1,891)

Family background

Ancestry (British Columbia only) n.s.
Reported First Nations ancestry 298 27.8 58,350 1,080 (2,689)

All others 2,101 35.0 60,147 6,069 *** (1,407)

Immigrant status (British Columbia only) n.s
Born in Canada 1,850 35.1 60,782 4,791 *** (1,517)

Not born in Canada 549 29.9 57,112 7,683 *** (2,270)

Both parents were present in home n.s.
while growing upb
Yes 2,815 37.2 51,248 7,207 *** (1,009)

No 1,836 33.2 52,759 4,787 *** (1,355)

Family received welfare while growing up® n.s.
Yes 1,139 31.8 48,488 6,001 *** (1,268)

No 3,390 36.9 53,194 6,238 *** (1,017)

Job readiness at random assignment

Has high school diploma or equivalent n.s.
Yes 2,160 435 55,745 6,269 *** (1,407)

No 2,494 28.6 48,598 5,941 **x (877)

Enrolled in education/training at random assignment n.s.
Yes 659 447 58,023 7,630 *** (2,406)

No 3,995 34.1 50,828 5,954 **x (852)

IA receipt over past 3 years n.s.
10-23 months 1,114 40.8 52,562 7,717 **= (1,667)
24-35 months 1,556 39.5 53,368 6,037 *** (1,639)

All 36 months 1,987 29.9 50,252 5,678 *** (1,043)

Level of disadvantage® n.s.
Most disadvantaged 618 28.4 48,046 5,648 *** (1,731)
Moderately disadvantaged 3,524 33.8 51,202 6,295 *** (941)
Least disadvantaged 515 58.0 60,744 6,839 ** (2,688)

Barriers to employment

If got a job, could find trustworthy child care® n.s.
Yes 3,001 38.5 53,035 6,504 *** (1,046)

No 780 24.9 50,097 5,112 *** (1,659)
No child care required 847 36.1 49,272 6,464 *** (1,912)

Reported physical condition that limited activity' n.s.
Yes 1,157 27.8 48,679 4,593 *** (1,430)

No 3,492 38.2 52,916 6,737 *** (968)

Reported emotional condition that limited activity? n.s.
Yes 346 23.9 46,343 7,179 **= (2,245)

No 4,298 36.7 52,139 6,345 *** (855)

(continued)
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Table 4.6: SSP Impacts on Cumulative Income, by Other Subgroups (Cont’d)

Percentage
Sample  Receiving Control Difference Standard

Subgroup Size  Supplement®  Group ($) (Impact) ($) Error
Depression” n.s.

At risk of depression 2,170 33.5 50,565 6,871 *** (1,202)

Not at risk 2,487 375 52,999 5,646 *** (1,175)
Couldn’t work because of illness or disability’ Tt

Yes 649 18.9 46,061 2,770 (1,707)

No 3,086 32.2 49,523 6,645 *** (839)

Working, question skipped 913 59.9 63,790 7,544 *** (2,579)
Couldn't work because of lack of good child care' n.s.

Yes 681 23.3 50,607 5,290 *** (1,617)

No 3,054 31.3 48,555 6,094 *** (853)

Working, question skipped 913 59.9 63,790 7,544 *** (2,579)
Couldn't work because of personal or family

responsibilities’ n.s.

Yes 1,002 24.5 49,172 5,799 *** (1,419)

No 2,733 32.0 48,847 5,990 *** (896)

Working, question skipped 913 59.9 63,790 7,544 *** (2,579)
Self-expressed greatest need’ Tt

Full-time employment 1,354 49.8 52,869 10,658 *** (1,598)

Part-time employment 436 27.6 48,912 5,398 ** (2,115)

Education or training 2,216 31.2 52,219 4,533 *** (1,171)

Something else/Don't know 645 26.7 50,553 3,053 (2,117)

Sources. Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assistance (1A)

Notes:

administrative records, and SSP's Program Management Information System.

The subgroups are defined according to characteristics at random assignment. Persons answering “don’t know” to a particular question

that contributed to defining a subgroup are excluded from the analysis of that subgroup.

Cumulative incomeistotal earnings, income assistance, and SSP payments received in months 1-54.

Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Statistical significance levels are

indicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.

F-tests were applied to differences among subgroups in estimated impacts. Statistical significance levels are indicated as:t = 10 per cent;

11 =5 per cent; T11 = 1 per cent. The abbreviation “n.s.” indicates that the variation in impacts among the subgroups is not statistically

significant.

Rounding may cause slight discrepancies in sums and differences.

#Percentage who ever received a supplement payment by Quarter 18.

®The precise question on the baseline survey was “Up until you were 16 years old, were you living with both your mother and father?’

“The precise question on the baseline survey was “Up until you were 16 years old, did anyone in your household ever receive socia
assistance or welfare aid?’

dLevel of disadvantage was calculated on the basis of: hadn’t worked in year prior to random assignment, no high school diploma or
equivaent, and more than 24 months of |A receipt in the three years prior to random assignment. Those who were most disadvantaged
met all three of these criteria, moderately disadvantaged sample members met one or two, and least disadvantaged sample members met
none of these criteria

°Sample members were asked at the baseline interview whether they agreed strongly, agreed, disagreed, or disagreed strongly with the
statement, “If 1 got ajob, | could find someone | trust to take care of my children.” The “yes’ subgroup includes sample members who
answered “agree strongly” or “agree.” The “no” subgroup includes sample members who answered “disagree”’ or “disagree strongly.”
Sample members were also allowed to indicate that no care would be required.

"The “yes’ subgroup includes sample members who indicated having along-term physical condition or health problem that limited the
kind or amount of activity they could do at any of the following: at home, at schooal, a work, or in other activities such as travel, sports, or
leisure.

9The “yes’ subgroup includes sample members who indicated having an emotional condition that limited the kind or amount of activity they
could do at any of the following: at home, at school, at work, or in other activities such astravel, sports, or leisure.

"Sample members were considered to be at risk of depression if they scored 3 or more (out of a possible total score of 12) on an abridged
version of the CES-D (Center for Epidemiologic Studies-Depression) scale.

'Sample members who were not working at random assignment were asked at the baseline interview, “Was there any reason you could not
take ajob in the last four weeks?' Those who said yes were then asked about specific reasons why they could not take a job, including own
illness or disability, lack of adequate child care, and personal or family responsibility. Sample members were allowed to say yes to more
than one reason.

JThe precise question on the baseline survey was “ At present, which of these best describes your greatest need?’ Sample members were
allowed to choose among immediate full-time employment, immediate part-time employment, education or training, or something else.
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CONCLUSIONS

In the early part of the study period (Quarter 5), SSP’ s estimated impacts on full-time
employment and income assi stance tended to be larger for subgroups that were more job-
ready or faced fewer barriers to employment. Nevertheless, SSP' s estimated impacts were
sizable and statistically significant for almost every one of the many subgroups defined
according to indicators of program environment, family structure, family background, job-
readiness, and barriers to employment. It is clear that 1A recipients facing a broad range of
circumstances left welfare for full-time work in response to the SSP offer.

At the end of the study period (Quarter 18), the overall impact of SSP became much
smaller and virtually all of the subgroup differences disappeared. Differences for only 2 of
the 21 subgroup impacts on full-time employment and 2 of the 21 subgroup impacts on
income assistance are statistically significant in Quarter 18.

Many more statistically significant subgroup differences occurred for impacts on income
over the study period (Quarter 1 through Quarter 18). These differences are partly due to
early differences in impacts on full-time employment and income assistance and partly to
differences in rates of supplement receipt.
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Chapter 5:
Effects of SSP on Family and Child Well-Being

A growing body of research isfinding that children benefit from policies that
simultaneously increase maternal employment and income.* Did SSP’'s combination of
impacts on parents also benefit children, or did the children suffer because full-time
employment reduced the time they spent with their parents and increased their parents
stress? Previous random assignment studies of welfare and work policies have focused on the
programs’ effects for el ementary-school-age children, generating relatively little information
about adolescents and very young children. In contrast, the Self-Sufficiency Project (SSP)
collected detailed information on children of various ages to examine whether the benefits of
policies that increase income extend to preschool and adolescent children. SSP also
examined impacts on many children both during the period when parents were eligible for
the supplement and after parents’ eligibility for the supplement had ended, to determine
whether the effects of SSP on children were sustained beyond the period of the intervention.
This chapter first examines how SSP affected child well-being and then considers the
program’s effect on a number of other outcomes that might also affect children, such as child
care choices, parenting behaviour, and marital status.

SUMMARY OF FINDINGS

e SSP neither benefited nor harmed the youngest children. Among children who
were 1 or 2 years of age at the time of random assignment, program group and control
group children performed equally well on a standardized test of vocabulary skills.
Likewise, parents in the two research groups reported similar levels of cognitive and
academic achievement, grade repetition, behaviour, and health for these children
(who were 5.5 to 7.5 years of age by the end of the period studied in this report?). In
short, SSP did not significantly affect very young children’s functioning and
behaviour. Considering how young these children were at the start of the program, it
is reassuring that the increases in full-time maternal employment did not result in
negative effects for them.

e SSPimproved cognitive and school achievement of children who wer e of
preschool age when their parents entered the study. For children who were 3 or
4 years of age at the time of random assignment, program group children had better
math test scores than did control group children. Parents in the program group also
gave their children higher ratings on school performance than did parentsin the
control group, even after the parents could no longer receive the supplement. This
finding suggests that the benefits that children experienced when household income
was high set the children on atrgjectory that was sustained after the program stopped
having effects on family income.

ISee, for example, Huston et a., 2001; Gennetian & Miller, 2000; Morris, Huston, Duncan, Crosby, & Bos, 2001.
*That is, they were at least 5.5 years of age but less than 7.5 years of age.
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For young adolescents, SSP had some negative effects on behaviour while
parentswerereceiving the supplement. While the program was still having
substantial effects on parents’ employment, children in the program group who were
13, 14, or 15 years of age at the time of random assignment reported doing worsein
school and being more likely to have committed minor acts of delinquency, in
comparison with the reports of their control group counterparts. However, program
group parents were no more likely than control group parents to report worse
behaviour for their young adolescent children, and there were no negative effects on
health for this group of children. In addition, no negative effects were found after
parents were no longer eligible for the supplement, although information about the
outcomes on which young adol escents performed significantly worse at the earlier
follow-up period were not collected at the final follow-up interview.

SSP had few significant effectsfor older adolescents. SSP did not significantly
affect school progress or involvement in school and work for older adolescents (who
were 16 or 17 years of age at the time of random assignment). SSP did significantly
increase the proportion of young adults who had a baby, but thisincrease in fertility
was concentrated among children who were adults at the end of the follow-up period,
and theincrease in fertility did not appear to inhibit the ability of these older children
to finish school or go to work.

SSP increased use of non-maternal child care and significantly increased the
instability of carefor preschool-age children at the 36-month follow-up. During
the period when SSP increased maternal employment, it also increased use of non-
maternal child care for children who were infants, toddlers, and of preschool-age at
the time of random assignment. Prior research has found that many low-income
parents use unstable care when they go to work. However, the stability of child care
arrangements for infants and toddlers in the SSP study was similar for program and
control group children, although SSP increased unstable child care for preschool-age
children

SSP did not significantly affect thelikelihood that parentsmarried. Program
group and control group parents were equally likely to have married during the
follow-up period. While SSP increased marriage slightly in New Brunswick and
decreased marriage slightly in British Columbia through much of the follow-up
period, these differences had largely disappeared by the end of the follow-up period.

SSP had little effect on whether families moved. The income that SSP gave
working parents might have allowed them to move to better neighbourhoods, which
might have affected children in these families. However, program group families
were only slightly more likely to move than control group families, and SSP did not
significantly affect housing or neighbourhood quality.
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HOW MIGHT SSP AFFECT CHILDREN?

Unlike early childhood interventions, SSP was not directly targeted to children. SSP
might nonethel ess have produced favourable or unfavourable effects on child outcomes
through important changes in parents’ lives (for example, in their psychological well-being
or parenting styles), in child care, and in family life and material resources.® Parents might
have used the extraincome from the SSP earnings supplement to make sure their children
were well fed, to purchase higher quality or more reliable care, to buy educational materials
such as books, or to move into better houses or neighbourhoods. Increased income might also
have influenced children’ s development by reducing parental stress (McLoyd, 1990;
McLoyd, Jayartne, Ceballo, & Borquez, 1994). Finally, having more income might have
allowed some single parents to marry or might have provided them with financial
independence that made marriage unnecessary, and parents marriage might have had
important effects on children’s emotional and cognitive devel opment.

Although income is usually thought to have only positive effects for children, the effects
of maternal employment are not as clear-cut. The full-time work resulting from SSP might
have forced mothers to spend less time with their children, perhaps placing children’s
development at risk. Any negative effects of amother’s absence might have been muted if
her child was placed in high-quality, age-appropriate, stable child care, but they might have
been exacerbated if her child was placed in poor care (Lamb, 1998; Phillips, Voran, Kisker,
Howes, & Whitebook, 1994; Zaslow, 1991).* Conversely, working may have made mothers
better role models for their children or improved mothers' psychological outlook and self-
esteem, both of which might have improved their children’s behaviour or school
performance. Working may also have expanded mothers' socia networks, introducing them
to potential partners and perhaps |eading to marriage, and marriage may have had either
positive or negative effects on children.

The effects of a parent’s employment and income may vary with the child’'s age. For
example, toddlers may be the most vulnerable to any negative effects of maternal
employment, particularly if they are placed in poor-quality child care. Adolescents, in
contrast, may have the most to gain if they are placed in enriching after-school programs. On
the other hand, older children may be left unsupervised or may take on more responsibilities
at home as mothers join the work force; either result could lead to unfavourable effects on
their development, particularly their social behaviour.

3See McGroder, Zaslow, Moore, & LeMenestre, 2000; Hamilton, 2000; Zaslow, Moore, Morrison, & Coiro, 1995; Zaslow,
Oldham, Moore, & Magenheim, 1998; and Morris et a., 2001, for discussion of the pathways from parent’s employment
and income to children’s outcomes.

“Research generally shows better cognitive and behavioural outcomes for children in formal child care settings (NICHD
Early Child Care Research Network, 2000; Zaslow et al., 1998), but studies have also linked attendance in larger child care
settings with increased incidence of ear infections, finding that detrimental effects on hearing loss and language
development are more likely to occur in low-quality settings (V ernon-Feagans, Emanuel, & Blood, 1997). Maternal
employment that leads to increased use of large formal settings for their young children may benefit children’s cognitive
and behavioural development but adversely affect their health. However, any negative effects of increased maternal
employment may be attenuated by increased income stemming from SSP supplement payments.
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SAMPLE AND MEASURES

SSP' s effects on children were examined through the 36-month and 54-month follow-up
interviews for four distinct age groups of children (see Figure 5.1):°

1. Infantsand toddlers, who were 1 or 2 years of age at random assignment (4 or 5 years
of age at the 36-month follow-up and 5.5 to 7.5 years of age at the 54-month follow-

up);

2. Preschoolers, who were 3 or 4 years of age at random assignment (6 or 7 years of age
at the 36-month follow-up and 7.5 to 9.5 years of age® at the 54-month follow-up);

3. Young adolescents, who were 13, 14, or 15 years of age at random assignment (16,
17, or 18 years of age at the 36-month follow-up and 17.5 to 20.5 years of age’ at the
54-month follow-up); and

4. Older adolescents, who were 16 or 17 years of age at random assignment (19 or
20 years of age at the 36-month follow-up and 20.5 to 22.5 years of age® at the 54-
month follow-up).

At the 18-month follow-up, limited information was collected on marital status,
household composition, and housing mobility and quality, but no information on
participants’ children was collected. At the 36-month follow-up interview, extensive child
data were collected, in addition to data on marital status, household composition, housing
mobility and quality, parents’ emotional well-being, and child care. The data on children
included parental assessments, child surveys, and developmental tests conducted with the
children in the first three age groups described above (no child-specific information was
gathered for the older adolescents). At the 54-month follow-up interview, the same family
information was gathered as at 36 months, but less information was collected on children for
all four age groups, and this information included only parental reports of children’s
behaviour and functioning.

CHILD OUTCOMES

Impacts for Children Who Were Infants and Toddlers at Random Assignment

The effects of maternal employment for the youngest children may be either favourable
(for example, through role modeling) or unfavourable (for example, because the child spends
less time with his or her mother). Furthermore, SSP' s effects for very young children might
also depend on the quality of child care they experienced. Research on the effects of poverty
also finds that the negative effects of poverty are particularly pronounced for this age group
of children (Duncan & Brooks-Gunn, 1997).

SChildren who were 5 to 12 years of age at random assignment were not asked about in the 54-month survey and therefore
are not discussed in this report. See Morris & Michalopoulos, 2000, for results for this group at 36 months after random
assignment

®That is, they were at least 7.5 years of age but less than 9.5 years of age.

That is, they were at least 17.5 years of age but less than 20.5 years of age.

SThatis, they were at least 20.5 years of age but less than 22.5 years of age.
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Table 5.1 shows the effects of SSP on children who were 1 or 2 years of age at random
assignment and 5.5 to 7.5 years of age at the end of the follow-up period.® At the 36-month
follow-up interview, these youngest children were administered the Peabody Picture
Vocabulary Test—Revised (PPVT-R), atest of children’s understanding of language. Children
in the control group had an average score of about 91 on this test, which correspondsto a
percentile score of 27, indicating that they scored higher than only 27 per cent of children in
anational sample of children in the United States. Children in the program group had similar
average scores, and SSP did not significantly affect this measure of cognitive functioning.

Table 5.1: SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Infants/Toddlers at Random Assignment

36-Month Follow-Up 54-Month Follow-Up

Control  Difference* Standard  Control Difference® Standard
Outcome Group (Impact) Error Group (Impact) Error
Academic functioning
PPVT-R score® 90.7 1.3 (1.4) — — —
Average achievement® — — — 3.9 0.1 (0.12)
Above average, any subject (%) — — — 73.7 3.6 (2.6)
Below average, any subject (%) — — — 115 -1.7 (1.8)
Any grade repeated (%) — — — 2.5 -0.1 (0.9)
Ever in special education (%) — — — 14.1 -1.6 (2.0)
Behaviour and emotional well-being
Behaviour problems® 15 0.0 (0.0) 1.3 0.0 (0.0)
Positive social behaviour® 2.6 0.0 (0.0) 2.7 0.0 (0.0)
Health and safety
Average health® 4.1 -0.1 (0.2) 4.1 0.0 (0.0)
Any long-term problems (%) 28.3 -1.4 3.3) 19.2 1.6 (2.4)
Any injuries (%) 12.9 -3.1 (2.3) 11.1 -2.6 (1.8)
Sample size 396 765 605 1,159

Sources: Calculations from 36-month and 54-month follow-up survey data.
Notes: Only children who were in the home at random assignment were analyzed.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Statistical
significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Standard errors were adjusted to account for shared variance between siblings.
Rounding may cause slight discrepancies in sums and differences.
Sample sizes may vary for individual items because of missing values.
#The sample sizein this column is the sum of the program and control group sample sizes.
®The PPV T-R (Peabody Picture Vocabulary Test—Revised) isatest of children’s understanding of words. Scores reported are
standardized scores.
“Average achievement is rated on a scale of 1 (“not well at all”) to 5 (“very well”).
“Behaviour problems and positive social behaviour are rated on a scale from 1 (never) to 3 (often).
“Average hedlth is rated on ascale from 1 to 5, with 5 indicating excellent general hedlth.

At the 54-month follow-up, children’ s achievement, grade repetition, and special
education in school were assessed through parental reports. Parents in the control group rated
children highly with regard to their school achievement: average scores were 3.9, and

%I nformation was obtained for many more children in the 54-month interview than the 36-month interview. Thus, in
tables 5.1 through 5.4, 36-month data were not available for all children for whom 54-month data were collected.

Opgrental report measures are average scores of evaluations of how well their children were doing across three academic
areas (math, reading, and writing) ranging from 1 (“not well at al”) to 5 (“very well”).
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almost three quarters of parents rated their children as above average in at least one subject
area. Not surprisingly, given the young age of this group of children, only 3 per cent of
children had repeated any grade level, although 14 per cent had been in special education.
Parents in the program group reported similar outcomes, and SSP did not significantly affect
their children’s academic functioning at the 54-month follow-up interview.

Table 5.1 also indicates that SSP did not significantly affect children’s behaviour or
health. With regard to children’ s behaviour and emotional well-being, parents reported on
children’s problem behaviour including hyperactivity, conduct problems, and internalizing
behaviour (anxiety and depression), and on children’s positive social behaviour. Scores on
both scales ranged from 1 to 3. Parents also rated children’s general health, and average
scores reported here (ranging from 1 to 5) are based on four items of children’s health status.
Finally, parents reported whether their children had any long-term health problems that
limited their ability to participate in activities, and whether they had had any injuriesin the
last year.

Findings for this group of young children suggest that SSP did not significantly affect
very young children’s functioning and behaviour. Considering how young these children
were at the start of the program, it is reassuring that the increases in full-time materna
employment did not result in negative effects for these children. Perhaps the increase in
income that accompanied parents' full-time employment offset any negative effects that may
have occurred because of the increase in full-time employment. Such a conclusion would be
consistent with research that has found poverty to have the largest effects on these youngest
children. Unfortunately, it is not easy to separate the effects of employment and income on
children. Therefore, it is unclear whether the positive effects of income were offset by
negative effects of employment or whether neither of these parental economic outcomes had
any effect on these youngest children.

Impacts for Children Who Were Preschoolers at Random Assignment

Aswas true for toddlers and infants, preschool-age children may benefit from or be
harmed by maternal employment, and the benefit or harm of a program like SSP would
depend on the quality of child care or other arrangements for supervision during off-school
hours. However, recent evidence suggests that programs that increase employment and
income benefit these children, particularly in their cognitive development (Morriset a.,
2001). Table 5.2 presents the effects of SSP on children who were 3 or 4 years of age at the
time of random assignment and therefore 7.5 to 9.5 years of age at the time of the 54-month
interview.

Children in this age group took the PPV T-R test and a math skills test at the time of the
36-month follow-up interview. Children in the control group were functioning quite poorly
on average, with scores on the PPV T-R corresponding to a percentile score of 27 and scores
on the math test indicating that these children answered only 30 per cent of the items
correctly. In the program group, however, SSP significantly improved math scores, athough
not PPV T-R scores.
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Table 5.2;: SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Preschoolers at Random Assignment

36-Month Follow-Up 54-Month Follow-Up

Control  Difference® Standard Control  Difference® Standard
Outcome Group (Impact) Error Group (Impact) Error
Academic functioning
PPVT-R score” 91.7 1.9 (1.6) — — —
Math score® 0.3 0.1 ** (0.0 — — —
Average achievement® 3.6 0.1* (0.2) 3.8 0.1 (0.1)
Above average, any subject (%) 70.9 3.9 (3.6) 73.7 5.0 ** (2.5)
Below average, any subject (%) 21.7 -6.0 * 3.2) 21.8 -4.8 ** (2.4)
Any grade repeated (%) 5.8 0.7 (2.0) 6.9 0.1 (1.5)
Ever in special education (%) — — — 22.3 -4.2 * (2.4)
Behaviour and emotional well-being
Behaviour problems® 14 0.0 (0.0) 13 0.0 (0.0)
School behaviour problemsf 1.2 0.0 (0.0) — — —
Positive social behaviour® 2.6 0.0 (0.0) 2.7 0.0 (0.0)
Health and safety
Average health® 4.0 0.0 0.1) 4.2 0.1 * (0.0
Any long-term problems (%) 33.7 -3.7 (3.4) 22.8 2.1 (2.5)
Any injuries (%) 10.1 0.2 (2.2) 10.3 1.9 (1.9)
Sample size 374 761 560 1,137

Sources. Calculations from 36-month and 54-month follow-up survey data.
Notes: Only children who were in the home at random assignment were analyzed.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Statistical significance
levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Standard errors were adjusted to account for shared variance between siblings.
Rounding may cause slight discrepanciesin sums and differences.
Sample sizes may vary for individual items because of missing values.
#The sample sizein this column is the sum of the program and control group sample sizes.

®The PPV T-R (Peabody Picture Vocabulary Test—Revised) isatest of children’s understanding of words. Scores reported are
standardized scores.

“The math score reflects the proportion of items answered correctly in a math skills test.

dAverage achievement is rated on ascale of 1 (“not well at all”) to 5 (“very well”).

“Behaviour problems and positive social behaviour are rated on a scale from 1 (never) to 3 (often).

"Parents of children were asked how often in the past school year they were contacted by the school about their child's
behaviour problemsin school. Responses range from 1 (never contacted or contacted once) to 3 (contacted four or more
times).

9Average health israted on ascale from 1 to 5, with 5 indicating excellent general health.

Parental reports of children’s academic functioning (shown in the remainder of the first
panel of Table 5.2) indicate that parents of control group children thought their children were
doing very well in school ,** with almost three fourths of parents rating their children as above
average in any subject. Few of these children had repeated a grade, although almost a quarter
were in special education by the end of the follow-up period.

Consistent with the findings from the math test, parental reports rated children in the
program group as performing better on average in school than children in the control group at
the time of the 36-month interview, when parents were still eligible for the SSP earnings
supplement. Moreover, program group parents were six percentage points less likely to say
that their child was performing below average in any subject than were parents in the control

As for the younger children, the outcomes are average scores across three academic subjects.
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group. These small impacts were sustained through the end of the follow-up period, with
parents in the program group again rating their children higher with regard to school
achievement and less likely to be in special education than parents in the control group.
Given that the program and control groups largely had similar employment and similar
amounts of income at the end of the follow-up period, these findings suggest that the benefits
that children experienced during the period of supplement eligibility set the children on a
trajectory that was sustained.

The middle panel of Table 5.2 presents data on children’s behaviour. As with the younger
children, parents rated problem behaviour and positive socia behaviour on ascale of 1 to 3.
Parents al so reported on contacts from their children’ s schools regarding behaviour problems,
on ascale that ranged from 1 (for one or no contact) to 3 (four or more contacts). At both the
36- and 54-month follow-ups, there was no indication that SSP had affected children’s
behaviour.

The bottom panel of Table 5.2 reports the findings on children’ s health outcomes. Parents
responded to four questions regarding children’s health status, and scores reported in the
table are average scores across these four items. Parents al so reported on whether the child
had any long-term health problems and whether they had been injured seriously over the past
year. Impacts on children’s health were rarely statistically significant, suggesting that SSP
did not have large effects on health of this group of children.

An earlier report (Morris & Michalopoulos, 2000) showed similar outcomes for a wider
group of children who were 6 to 11 years of age at the time of the 36-month follow-up
interview. The larger group is not shown in Table 5.2 because the 54-month interview did not
contain questions about children who were 5 to 8 years of age at the time of random
assignment. For the larger group, SSP’ s effects were even more consistently positive.
Children in the program group scored higher than children in the control group on the math
test. Moreover, parental reports of children’s academic achievement and health were
consistently higher in the program group than in the control group.

The finding that SSP improved children’ s academic outcomes but not behaviour or health
in the narrower group of children is consistent with research on the association between
poverty and children’s outcomes (Duncan & Brooks-Gunn, 1997). Moreover, these findings
suggest that the benefits of a program like SSP on children may be sustained beyond the
period of the intervention. Families apparently experienced a sufficient increase in income
during the period of supplement eligibility to put children on a more positive tragjectory that
could be sustained during the period after eligibility for the supplement had ended.

Impacts for Children Who Were Young Adolescents at Random Assignment

The role-modeling effect of maternal employment may be particularly pronounced for
adolescents. In addition, adolescents in low-income families may take on additional
responsibilities at home, such as chores, or may engage in their own employment to help
support their families. These activities could have either positive or negative consequences
for adolescent outcomes. Adolescents might be harmed by increased maternal employment if
it leaves them unsupervised at an age when they may initiate risk-taking behaviours, but
supervised and high-quality out-of-school programs may have particularly beneficial effects
for adolescents (Petit, Bates, Dodge, & Meece, 1999; Posner & Vandell, 1994).
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Table 5.3 shows results for adolescents who were 13, 14, or 15 years of age at the time of
random assignment and therefore 17.5 to 20.5 years of age at the end of the follow-up period.
These findings were based on both parental and adolescent reports of children’s functioning
at the 36-month follow-up. Unfortunately, many adolescents refused to participate in the
surveys, and it is unclear whether the same findings would emerge if alarger proportion of
the eligible sample had completed the surveys. The findings for this cohort must therefore be
taken with more caution than those for younger children.

Thefirst panel of Table 5.3 presents findings on adol escent academic achievement.*
While program group and control group parents had similar assessments of their children,
SSP significantly reduced children’ s school achievement according to the adolescents’ own
reports. Y oung adol escents in the program group gave themselves lower scores on average
achievement in school than did their counterparts in the control group, and they were
11 percentage points more likely to report that they were performing below average in any
subject.

Despite these differences in school achievement, SSP had no impact on the proportion of
children who dropped out of school or the proportion of children who attended college. At
the time of the 36-month follow-up interview, about 10 per cent of the children in both
groups had dropped out of school and fewer than 2 per cent were attending college. By the
54-month follow-up interview almost athird of the children had dropped out of school
(although athird had also completed high school) and amost 9 per cent were attending
college. Thus, any negative effects of SSP on children’ s perception of their achievement did
not result in long-term differences in high school completion or college attendance.

The second panel of Table 5.3 reports findings on adolescent behaviour at the time of the
36-month follow-up interview, based primarily on adolescent report measures. Y oung
adolescents in the program group seemed to have dlightly worse behaviour than their control
group counterparts. Parents in the control group reported that they had been contacted very
rarely about children’s behaviour problemsin school, with the average score close to the
minimum score of 1 (indicating never or only one time in the past year). More troubling was
that SSP increased young adolescents' frequency of engagement in delinquent activity and
increased by 10 percentage points the proportion of young adolescents who said they drank at
least once per week.

The third panel of Table 5.3 indicates that SSP did not significantly change adolescents
health outcomes at the 36-month follow-up point. For the control group, parents reported that
their adolescent children had relatively good average health (based on a five-point scale) but
indicated that amost half of the adolescents had along-term problem.

2As with the younger children, these measures are based on average scores across several academic subjects and range from
1to 5, with high scores indicating higher achievement.
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Table 5.3: SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Young Adolescents at Random Assignment

36-Month Follow-Up 54-Month Follow-Up
Control Difference® Standard Control Difference® Standard

Outcome Group (Impact) Error Group (Impact) Error

Academic functioning

Parental report
Average achievement® 35 0.1 (0.1) — — —
Above average, any subject (%) 70.2 -1.8 (5.7) — — —
Below average, any subject (%) 35.1 -1.8 (6.5) — — —

Adolescent report
Average achievement® 3.6 -0.2 * 0.1) — — —
Above average, any subject (%) 86.9 -6.0 (4.8) — — —
Below average, any subject (%) 74.8 10.7 ** (5.1) — — —

Dropped out of school (%) 104 2.6 (3.1) 28.9 2.9 3.2)

Completed 12th grade (%) — — — 31.0 2.1 (3.3)

Attending college (%) 15 -0.3 (1.3) 8.6 0.7 (2.0)

Behaviour and emotional well-being

Parental report
School behaviour problems® 14 0.0 0.1) — — —

Adolescent report
Frequency of delinquent activityd 1.3 0.1 ** (0.0) — — —
Any smoking (%) 38.9 3.5 (5.8) — — —
Drinks once a week or more (%) 8.3 9.7 ** (4.0) — — —
Any drug use (%) 24.3 4.8 (5.1) — — —

Health

Average health® 4.0 0.0 (0.1) — — —

Any long-term problems (%) 43.6 4.5 (6.6) — — —

Work and school (%)

Currently working 36.8 3.9 (5.6) 33.9 11 3.3)
Working and in school 30.9 11 (5.3) 11.5 0.4 (2.2)
Working and not in school 5.9 2.8 (3.0) 224 0.7 (2.9)
Working full time — — — 15.3 0.2 (2.5)
Working part time — — — 18.3 1.0 2.7)
Working more than 20 hours per week 10.5 9.6 ** (4.4) — — —

Fertility and police involvement (%)

Ever had a baby — — — 14.1 2.1 (2.4)

Ever been arrested — — — 19.6 0.1 (2.7)

Sample size 202 432 406 867

Sources: Calculations from 36-month and 54-month follow-up survey data.
Notes: Only children who were in the home at random assignment were analyzed.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Statistical significance
levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Standard errors were adjusted to account for shared variance between siblings.
Rounding may cause slight discrepanciesin sums and differences.
Sample sizes may vary for individual items because of missing values.
#The sample sizein this column is the sum of the program and control group sample sizes.
®Average achievement is rated on ascale of 1 (“not well at all”) to 5 (“very well").
“Parents of children were asked how often in the past school year they were contacted by the school about their child’s behaviour
problems in school. Responses range from 1 (never contacted or contacted once) to 3 (contacted four or more times).
9Frequency of delinquent activity is rated on a scale from 1(never) to 4 (five or more times).
“Average hedlth is rated on ascale from 1 to 5, with 5 indicating excellent general health.
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The next panel of Table 5.3 shows that SSP did not significantly affect the proportion of
young adol escents who were engaged in work or school at either the 36- or the 54-month
follow-up points. Recall that these young adolescents were 16, 17, or 18 years of age at the
36-month follow-up and 17.5 to 20.5 years of age at the 54-month follow-up. Surprisingly,
only about one third of this group were working at the 54-month follow-up, and very few —
15 per cent — were working full time. Given that these adolescents were young adults at the
final follow-up and fewer than 10 per cent were attending college, these employment rates
are low. While SSP increased the proportion of this age group working more than 20 hours
per week when these adol escents were assessed at the 36-month follow-up, it did not
significantly affect their participation in full-time work at the end of the follow-up period.

The final panel of Table 5.3 showsthat 14 per cent of young adolescents in the SSP
sample had babies of their own by the end of the follow-up period and aimost 20 per cent had
been arrested but SSP had not significantly affected either outcome.

These findings suggest that SSP had some small but unfavourable impacts at the 36-
month follow-up on behaviour and achievement for children who were young adol escents at
random assignment.

Impacts for Children Who Were Older Adolescents at Random Assignment

The final group of children for whom the impacts of SSP were examined were ol der
adolescents at random assignment. For this group, data were collected only at the 54-month
follow-up, and these data consisted entirely of parental reports of young adults' school
progress and completion, engagement in work and schooal, fertility, and police involvement
(see Table5.4).

In the control group, amost one third of the young adults in this group had dropped out
of school, while nearly two thirds had completed 12th grade. However, only a small
proportion of these young adults —11 per cent — were attending college. Almost 60 per cent
of these young adults were working; most of these were working and not in school (not
surprisingly, given their age). Forty per cent were working full time. Compared with the
young adolescent group previously discussed, these rates of school completion and
involvement in employment are much higher and suggest that young adults in their 20s (the
age of these children at the 54-month follow-up) in these families are likely to be engaged in
employment. SSP had no impact on any of these measures of school progress or involvement
in school and work.

Almost 20 per cent of this group had had a baby, and a similar number had been arrested.
SSP did increase the proportion of young adults who had a baby, by 10 percentage points.
However, given that thisincrease in fertility was not associated with impacts on school
completion or engagement in work, thereis little reason to be concerned by this result.
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Table 5.4;: SSP Impacts on Child Outcomes at the 54-Month Follow-Up, for Older
Adolescents at Random Assignment

Program Control Difference Standard

Outcome Group Group (Impact) Error

Academic functioning (%)

Dropped out of school 34.2 29.3 4.9 (4.4)

Completed 12th grade 58.7 63.1 -4.4 (4.6)

Attending college 13.9 114 2.5 (3.0)

Work and school (%)

Currently working 54.9 58.7 -3.8 (4.5)
Working and in school 13.0 10.7 2.3 (2.9)
Working and not in school 41.9 47.9 -6.1 (4.5)
Working full time 36.6 40.8 -4.1 (4.4)
Working part time 17.7 17.2 0.5 (3.5)

Fertility and police involvement (%)

Ever had a baby 27.8 18.1 9.7 ** (3.8)

Ever been arrested 17.1 18.0 -0.9 (3.4)

Sample size 257 247

Source:  Calculations from 54-month follow-up survey data.
Notes: Only children who were in the home at random assignment were analyzed.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Statistical
significance levels are indicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Standard errors were adjusted to account for shared variance between siblings.
Rounding may cause slight discrepanciesin sums and differences.
Sample sizes may vary for individual items because of missing values.

OTHER CHILD AND FAMILY OUTCOMES

The previous section shows that SSP had different effects for younger children and older
children. The positive effects of SSP were concentrated among a middle group of children,
while there were some negative effects for adolescent children, and the youngest children
were generaly neither helped nor harmed by SSP. There are severa potential explanations
for these differential effects.

SSP might have had larger effects on income for families with children in the middle age
group than for those in other age groups, or it might have had the largest effect on
employment for parents with adolescent children. Asisdiscussed in Chapter 4, however, the
effects of SSP were similar for families with very young children and for families whose
only children werein school at the time of random assignment.

Another possibility isthat SSP had effects on other outcomes that might have benefited
or harmed children. For example, parents may have used their extraincome to purchase high-
quality and stable child care for younger children but left adolescent children to ook after
themselves after school. Likewise, younger children might have benefited from having a
second parent in the household, while adolescents might have acted out against the new
authority figure. Finally, moving to a better neighbourhood might have provided younger
children with better schools but made older children feel inferior to their new neighbours
without being able to influence their own academic achievement. This section examines
these possibilities by showing the effects of SSP on child care choices, parents' emotional
well-being, parents’ marital status, and household moves.
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Child Care

Because SSP increased full-time employment, it probably affected child care
arrangements. For example, full-time work may have required parents to place their school-
age children into non-maternal care before and after school. The increase in income due to
SSP through most of the follow-up period may also have helped parents seek higher-quality
care for their children, which may have important implications for the effects of SSP on
children’s development.

Data on the use of child care were collected only for the youngest child in each family for
the 18 months preceding the 36- and 54-month interviews. Child care arrangements were
categorized into formal care (daycare centre care and after-school programs) and informal care
(care given by relatives or non-relatives in the child’s or another person’s home). These
categories are not mutually exclusive; that is, childrenininformal care may also have beenin
formal care arrangements.

Table 5.5 presents the effects of SSP on child care for children who were infants and
toddlers (1 or 2 years of age) at random assignment who were also the youngest children in the
family at the time of the 36- and 54-month surveys. Aswould be predicted from the program’s
effects on employment, SSP increased use of non-maternal child care for these children by
eight percentage points at the 36-month follow-up, and the increase was somewhat larger for
informal care than for formal care. By the 54-month follow-up, the program’ s effect on child
care arrangements for this group had declined, along with the declining effect on employment.
Similarly, the program’s effect on the number of hours per week in care declined from a small
but statistically significant impact in the month prior to the 36-month interview to an
insignificant impact in the month prior to the 54-month interview.

Table 5.5: SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups, for Families
With Infants/Toddlers at Random Assignment

36-Month Follow-Up 54-Month Follow-Up
Control Difference® Standard Control  Difference® Standard

Outcome Group (Impact) Error Group (Impact) Error

Type of child care used (%)

Any type of care 53.0 7.9 ** 3.9 49.1 2.0 (3.9
Formal care 26.8 3.2 (3.6) 19.5 1.9 3.2
Informal care 349 7.3 * (3.8) 35.6 -1.1 3.7)

Relative care 24.0 0.1 3.4) 21.3 -2.4 3.1)
Non-relative care 19.6 5.1 (3.3) 19.2 1.5 (3.1)

Extent of child care use

Number of different types of child care used 0.7 0.1 (0.1) 0.7 0.0 (0.2)

Average number of hours per week in past month 14.0 4.1 ** (2.0) 10.8 -1.5 (1.6)

Stability and quality of child care (%)

Changed child-care arrangement
two or more times in past six months 3.1 1.3 (1.5) 2.9 -1.7 (1.2)

Any reservations about main child care-arrangement — — — 6.0 0.0 1.9

Any problems with care in past six months 23.7 3.9 (3.3) 42.2 3.6 (3.9)

Sample size 350 687 343 666

Sources. Calculations from 36-month and 54-month follow-up survey data.

Notes: Only children who were in the home at random assignment were analyzed.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
Rounding may cause dlight discrepancies in sums and differences.
#The sample sizein this column is the sum of the program and control group sample sizes.
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The stability and quality of care may also affect children’s development. According to
Table 5.5, only avery small proportion of control group families (three per cent) reported
changing child care arrangements two or more times in the six months preceding the 36- and
54-month follow-up surveys, and only six per cent reported any reservations about their main
child care arrangement at the 54-month follow-up. However, 24 per cent of familiesin the
control group at the 36-month follow-up and 42 per cent of familiesin the control group at
the 54-month follow-up reported problems with their care arrangements in the past six
months. SSP did not significantly change any of the measures of stability or quality at either
the 36- or the 54-month follow-up assessment.

Impacts of SSP on child care use for families with children who were preschoolers at
random assignment are presented in Table 5.6. As for the younger children, SSP increased
the proportion of children in any care arrangement — by nine percentage points at the 36-
month follow-up. Not surprisingly, thisimpact was concentrated in informal care rather than
formal care, since these children would have been in school for most of the day at the time of
the 36-month and 54-month follow-up surveys (for interviews that took place during the
academic year). Impacts on use of care were smaller and non-significant at the 54-month
follow-up, as would be expected given the decline in the employment impacts. Similarly,
SSP increased the number of hours children participated in care arrangements at the 36- but
not at the 54-month assessments. SSP did not significantly affect children’s weekly
participation in after-school activities (which was measured only at the 36-month
assessment).

Table 5.6: SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups, for Families
With Preschoolers at Random Assighment

36-Month Follow-Up 54-Month Follow-Up
Control Difference® Standard Control Difference® Standard

Outcome Group (Impact) Error Group (Impact) Error

Type of child care used (%)

Any type of care 44.8 8.5 ** (4.2) 41.7 5.9 (4.2)
Formal care 20.5 0.3 3.3) 11.8 3.5 (2.8)
Informal care 31.9 8.3 ** (3.9) 34.4 3.1 3.9

Relative care 18.4 4.6 (3.3) 16.3 6.2 * 3.2
Non-relative care 20.5 5.2 (3.5 23.3 -3.1 (3.4)

Any weekly after-school activity 95.9 1.3 (1.4) — — —

Extent of child care use

Number of different types of child care used 0.7 0.1 (0.1) 0.6 0.0 (0.2)

Average number of hours per week in past month 8.5 3.5 ** (1.5) 9.2 -0.1 1.7)

Stability and quality of child care (%)

Changed child care arrangement
two or more times in past six months 2.1 3.4 ** (2.6) 1.4 0.9 1.1)

Any reservations about main child care arrangement — — — 5.9 0.0 1.9

Any problems with care in past six months 18.2 7.7 ** (3.3) 37.4 5.1 (4.0)

Sample size 307 638 296 611

Sour ces: Calculations from 36-month and 54-month follow-up survey data.

Notes:  Only children who were in the home at random assignment were analyzed.
Two-tailed t-tests were applied to differences between the outcomes for the program and control groups.
Statistical significance levels areindicated as: * = 10 per cent; ** =5 per cent; *** = 1 per cent.
Rounding may cause slight discrepanciesin sums and differences.
#The sample sizein this column is the sum of the program and control group sample sizes.
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With regard to stability and quality of care, only about two per cent of control group
families reported changing child care two or more times in the six months prior to the surveys.
SSP increased this percentage, but only at the 36-month follow-up. At the 36-month follow-up,
SSP aso increased the proportion of parents reporting problems with their care arrangements,
although again thisimpact declined to non-significance by the 54-month follow-up point.

Parents’ Emotional Well-Being

Increases in income and employment may affect parents emotional well-being and
parenting behaviour. Mothers may gain a satisfaction from working that may lead to less
depression, greater self-esteem, and more positive parenting practices. At the sametime,
however, increased employment, particularly full-time employment, might make mothers
more stressed.

Information on parents' emotional well-being is presented in Table 5.7. Parents reported
how often they had experienced each of a set of depressive symptoms over the last week. On
the basis of a summary measure developed from these items, almost 40 per cent of parentsin
the control group reported depressive symptoms that put them at risk for clinical depression.
Program and control groups did not differ in their average depression score or on their risk of
depression at either the 36- or the 54-month follow-up. Parents also reported on their self-
efficacy — the extent to which they felt that they could control important aspects of their
lives— on ascale ranging from 4 to 16. At the 36-month follow-up, SSP had asmall positive
effect on self-efficacy, although thisimpact was no longer statistically significant at the end of
the follow-up period.

Information about parenting problems was based on a single question about the difficulty
parents had in caring for their children, ranging from 1 (not difficult) to 5 (very difficult).
Program and control groups reported similar levels of parenting problems. A previous report
on this sample showed that SSP had little effect on parenting behaviour despite the increase
in income due to SSP (Morris & Michal opoulos, 2000).

Table 5.7: SSP Impacts on Maternal Well-Being at the 36-Month and 54-Month Follow-Ups

36-Month Follow-Up 54-Month Follow-Up

Control Difference® Standard Control Difference® Standard
Outcome Group (Impact) Error Group (Impact) Error
Depression scale® 8.0 -0.1 (0.2) 8.3 0.0 (0.2)
At risk for depression® (%) 38.6 2.2 (1.9 38.4 0.3 (1.4)
Self-efficacy® 10.5 0.1~ (0.1) 10.8 0.0 (0.1)
Parenting problems® 2.1 -0.1 (0.0) — — —
Sample size 2,228 4,515 2,361 4,794

Sour ces: Calculations from 36-month and 54-month follow-up survey data.
Notes: Two-tailed t-tests were applied to differences between the outcomes for the program and control groups. Statistical significance
levelsare indicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
Rounding may cause slight discrepancies in sums and differences.
Sample sizes may vary for individual items because of missing values.
#The sample sizein this column is the sum of the program and control group sample sizes.

®This scale, using a subset of items from the Center for Epidemiological Studies-Depression (CES-D) scale, ranges from 0 to 33,
with higher scores indicating greater depression.

“Parents with depression scale scores greater than or equal to 9 were scored as being at risk for depression.
“This scale ranges from 4 to 16, with higher scores indicating a higher degree of efficacy.
The parenting problems outcome is rated on ascale from 1 (not difficult) to 5 (very difficult).
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Marital Status and Household Composition

Along with providing an incentive to work full time, SSP’ s earnings supplement made
marriage more financially attractive than did income assistance. Because income assi stance
takes into account the income from a husband in the determination of eigibility and grant
amounts, the presence of a spouse or partner may cause a reduction or elimination of the grant.
SSP removed this marriage penalty by disregarding any income contributed by a husband or
common-law spouse.

Although the supplement was structured to encourage marriage, there are other reasons
why SSP might have increased or decreased the incidence of marriage. By increasing full-
time employment, SSP might have expanded socia networks and exposed sample members
to potential partners through work. By increasing income, SSP might have facilitated
marriage and common-law unions by alleviating financia difficulties, amgor source of
conflict in relationships, or by allowing couplesto afford marriage. SSP might also have
increased the appeal of former welfare recipients to potential partners by increasing self-
esteem and feelings of self-sufficiency through employment or enhancing attractiveness
through increased income.

Even though SSP did not penalize marriage, increased income and employment might
have worked in other ways to decrease the likelihood of marriage. SSP might have decreased
marriage if the increased time spent in full-time employment detracted from time available to
meet and get to know potential spouses or partners.”® By increasing income, SSP might have
allowed program group membersto stay single by making it easier to forgo additional
income from a spouse or partner. For example, in focus groups conducted as part of SSP,
women reported that financial independence allowed them to leave abusive relationships
(Bancroft & Currie Vernon, 1995). Another possibility is that SSP might have encouraged
women to delay marriage and instead focus on increasing their human capital through work.

Marriage is one avenue to leaving welfare, and if SSP increases marriage, SSP recipients
may be less likely to rely on welfare once their supplement payments end. Therefore, an
increase in marriage may facilitate long-term independence from income assi stance and
result in long-term impacts on employment and earnings. Moreover, because research
suggests that children benefit from living in two-parent families (McLanahan & Sandefur,
1994), the effects of SSP on marriage may also suggest how SSP may affect children.

Table 5.8 presents the effects of SSP on marriage and common-law relationships during
the four and a half years of follow-up. On average, SSP did not significantly increase or
decrease the proportion of parents who married. The proportion who were married increased
from about 6 per cent in the early part of the follow-up to about 13 per cent by the end of the
54-month follow-up period, but it increased by the same amount for both the program and
control groups.

3An excerpt from the focus group report supports this theory: “A number of participants said that the amount of time spent
working left no time for asocid life. ... Asonewoman said, ‘Y ou work six nights aweek, you have no time for
boyfriends.”” However, this section of the report also noted that there were exceptions. Four women were married or about
to be married, and one said she never would have met her husband without SSP (Bancroft & Currie Vernon, 1995, p. 45).
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Although SSP had no overall effect on marriage, findings presented in earlier SSP reports
found a slight positive effect on marriage in New Brunswick and a slight negative effect in
British Columbia. By the end of the four-and-a-half-year follow-up period, however, the
rates of marriage in the program and control groups began to converge, and differencesin the
proportion of program and control group members who were married were no longer
statistically significant in either province. For a detailed investigation of the program’s
effects on marriage in the two provinces, see Gennetian & Harknett, 2000.

SSP aso did not significantly affect other measures of household composition or fertility
at any of the three follow-up points. At least half the parentsin both the program and control
groups lived alone with their children, and about 15 per cent of the sample lived with
children and an adult who was not the spouse or parent of the recipient. Although at random
assignment all sample members had children under the age of 19 living in the home, by the
18-month follow-up, more than 15 per cent were no longer living with any children under the
age of 18. In each of the 18-month periods prior to the follow-up assessments, about six per
cent of the sample had new children in the family. Of those who had additional children, only
about five per cent had low-birth-weight infants, and SSP did not increase or reduce this
percentage.

IMPACTS ON HOUSING ARRANGEMENTS, MOBILITY, AND
QUALITY

By increasing income, SSP might have changed the type or quality of housing where
recipients lived. The greater income from SSP might have allowed parents to purchase better-
quality housing, or housing in better-quality neighbourhoods, which might in turn have
benefited children’s well-being. At the same time, parents might have lost their eligibility for
housing subsidies with the receipt of their earnings and the SSP supplement.

Impacts on housing arrangements, mobility, and quality are presented in Table 5.9. At
each of the follow-up points, about four fifths of sample members rented their own home and
about 10 per cent owned their own home, while very few were doubling up with family or
friends. SSP had no impact on any of these measures of housing arrangements.

At each of the follow-up assessments, about half of the program group members had
moved in the last 18 months, suggesting afair amount of mobility in this sample. SSP had a
small (three percentage point) impact on the proportion of families who had ever moved in
the last 18 months at the 18- and 36-month follow-ups. However, SSP did not significantly
affect the proportion of families who had moved frequently (two or more times) or on any of
the measures of mobility at the 54-month follow-up. Furthermore, SSP did not significantly
affect housing or neighbourhood quality.* Parents indicated that their homes had on average
almost two rooms per person. At the 18- and 36-month follow-up assessments, almost half
reported that their neighbourhoods were of high quality, and, at the 54-month follow-up,
more than 80 per cent indicated that they were highly satisfied with their housing.

1pgrents were asked to rate their neighbourhood quality on ascale from 1 to 5 and their housing satisfaction on a scale from
1 to 4, with high scores indicating higher-quality neighbourhoods and housing.
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CONCLUSIONS

Resultsin this chapter indicate that SSP positively affected children who werein
elementary school by the end of the follow-up period; that it had a smattering of negative
effects for adolescent children and that these effects were concentrated during the period
when SSP had encouraged parents to work full time; and that it neither benefited nor harmed
children who were infants or toddlers when their parents entered the study.

SSP had few significant effects on several factors that could have mediated the program’s
effects on children. It did not significantly change who lived with the children or whether
their parents were married. It did not improve or worsen parental emotional well-being. It
had small effects on residential mobility, but not on the quality of neighbourhoods where
families lived.

As Chapter 4 indicates, the economic effects of SSP were similar for parents of children
of different ages. Thus, the lack of effects on mediating outcomes implies that SSP had
different effects by age of child because children respond to increased income and increased
maternal employment in different ways. Increased income might have been great enough to
exactly offset the negative effects of maternal employment that were expected for the
youngest children. In contrast, children who were in e ementary school during much of the
follow-up period would have felt their mother’ s absence less but still benefited from the
increased income. Moreover, there is evidence that the positive effects for these children
were sustained even after parents were no longer receiving extraincome from the program.
Finally, adolescents might have used alack of supervision after school to engage in minor
acts of delinquency. If thisistrue, it suggests that improved after-school programs for
adolescents might help mitigate any negative effects of their parents' going to work.
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Chapter 6:
The “ Cliff”

The Self-Sufficiency Project (SSP) design called for the withdrawal of the full
supplement following the 36th month of eligibility. There was no option in the design for
supplements to be phased out gradually, and this sudden drop in income created a “ cliff”
rather than a“sope.” The consequences of encountering the cliff after 36 months were
unlikely to be trivial, because families may have come to rely on the generous supplements.

This chapter assesses what happened to supplement takers when their supplement
entitlement expired. The employment impacts that are the main focus of previous chapters of
this report were obtained from the SSP design that included the cliff. The purpose of this
chapter isto help understand whether cliff-related factors were indeed important to this design,
by examining how supplement takers prepared for the cliff and how they responded to the
withdrawal of support astheir entitlement expired.

The chapter begins by looking at who among supplement takers were most likely to be
affected by the cliff. This discussion is followed by a description from supplement takers
own accounts of what the imposed supplement |oss meant to them, in terms of both the
decline in their monthly income and the possible loss of other benefits of program
participation. The third section of the chapter turns to supplement takers' anticipation of the
cliff. It attempts to put the subsequent discussion of the effects of the cliff in the context of
the views and strategies that participants had for dealing with the approachi ng supplement
loss. The chapter concludes by reviewing the consequences of the cliff, in terms of its effect
on full-time employment of takers, their self-sufficiency and independence from welfare, and
any hardship that was experienced as a result of the decline in income. The possible
relationship between these cliff-related effects and the pattern of experimental impacts
observed for the program is also explored.

Unlike the previous chapters that report experimental impacts, this analysisis, by
necessity, non-experimental. Both quantitative and qualitative data are used for this analysis.
The sources are drawn from two separate but parallel studies, described in the accompanying
text box.

SUMMARY OF FINDINGS

e A significant proportion of supplement takers made regular use of the
supplement leading up to its expiration. Over 40 per cent of al supplement takers
were in receipt of the supplement in at least five out of the last six months of their
eigibility and were therefore likely to have experienced the cliff, as they had relied
on the supplement leading up to its expiration.

e Toadegree, participants were ableto compensate for the loss of the supplement
with increasesin other income sources, in particular with increased ear nings.
Although the cliff involved the elimination of almost athird of average monthly after-
tax income, only a 20 per cent decline was observed, as many supplement takers
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experienced an increase in other income sources. Among those who experienced the
cliff, average monthly after-tax earnings rose by almost 15 per cent between the 36-
and 54-month interviews.

e A largemajority of participantswho faced the cliff were confident that they
would maintain full-time employment along with their self-sufficiency. Most
participants had given some thought to particular strategies for dealing with the
supplement loss, including savings and tighter budgets, although few put them into
practice before the cliff.

e Although the pattern of full-time employment for all takers appearsto have been
quite stable through the cliff, by contrast there was a noticeable decline among
those facing the cliff. There was a 22-percentage-point drop in full-time employment
among takers facing the cliff, which began four months before and ended six months
after the expiration of the supplement.

e Although the end of the supplement preceded a declinein full-time employment
for some who experienced the cliff, for most the adjustment to life without the
supplement may ultimately have been manageable. Over 70 per cent of those who
faced the cliff were still employed full time eight months after the end of their
entitlement to the supplement, and only 1 in 10 returned to income assistance (1A).

e Therewasadecreasein expendituresin a number of categories after the cliff,
and although savings decr eased and debt levelsrose, there were no significant
increasesin overall hardship for most participants. Participants compensated for
the loss of supplement income by cutting expenses, including groceries, eating out,
and clothing. Many also depleted their savings and increased debt. On average, credit
card debt rose by nearly 50 per cent between the 36- and 54-month interviews, and
total debt amounts rose by almost a third. However, there were no significant
increases in hardship as measured by use of food banks, difficulty getting groceries,
or problems with meeting basic necessities and essential hills.

WHO EXPERIENCED THE CLIFF?

Although the definition of the cliff is straightforward — the imposed loss of supplement
income after 36 months of entitlement — questions about who actually experienced the cliff
and how significant it was to them are harder to answer. Asisillustrated in Chapter 2, fewer
than two in every five program group members ever took up the supplement. As aresult, the
loss of supplement eligibility was not going to affect all program group members in the same
way. The same reasoning applies to those who actually took up the supplement at some point
during their eligibility period. Asisillustrated in Table 2.5 of Chapter 2, supplement takers
differed in the degree to which they made use of the supplement. Some were more intensive
users than others. In one respect, all program group members became ineligible for the
supplement at some point.
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Participant Samples and Data Sources Used for the Analysis of the Cliff

The analysis of the cliff in this chapter draws upon data sources derived from two parallel studies. The
sample of participants and respective data sources corresponding to each study are described below.
The two samples are not directly comparable, and for reasons of sample confidentiality, no direct link

can be drawn between them.

1. The CIiff Survey Sample

The SSP follow-up surveys and linked administrative data sources, which were obtained as part of the
primary SSP recipient study, provide extensive quantitative data relevant to an analysis of the cliff. A
sample of participants who were likely to have been affected by the expiration of the supplement is
identified in this chapter from respondents to the 54-month follow-up survey. This group is referred to
as the cliff survey sample and comprises 378 takers who received a supplement in at least five of the
last six months of their supplement eligibility (from Month 31 to Month 36 of their entitlement). The
rationale for this sample is explored in the first section of the chapter. Data sources for the analysis
corresponding to the cliff survey sample include the baseline, 18-, 36-, and 54-month follow-up
surveys; administrative data on income assistance, and supplement delivery records from the Project
Management Information System.

2. The CIiff Study Sample

The SSP cliff study combined qualitative and quantitative methods in an attempt to track what
happened to participants who were facing the loss of supplement income at expiration. The study
began several months prior to the participants’ supplement expiration date and then followed them
until eight months after expiration. Participants were recruited for this study from among those who
were approaching the cliff (three to six months before supplement expiration). Those selected were in
receipt of the supplement at that time and were expected to be receiving it at the cliff. Recruitment
occurred in all four study sites (Vancouver and New Westminster in British Columbia, Saint John and
Moncton in New Brunswick). A total of 52 participants agreed to be part of the longitudinal study, with
an even 26 in each province.

The study began with participants attending a focus group workshop in which they had an opportunity
to provide a personal and detailed assessment of their ability to handle the transition off the
supplement. Each participant also agreed to take part in three in-depth telephone interviews: at three
months before expiration and then at four and eight months after the expiration date. In these
interviews, respondents provided a detailed account of their income and expenses for the previous
month, as well as any hardship they encountered. Response was low for the interviews at four months
post-cliff, so results presented here relate to pre-cliff and eight-months-post-cliff interviews only.

Figure 6.1 appearsto illustrate the cliff well. Around half the takers received a
supplement in their 36th month following supplement initiation. The graph shows the
dramatic drop in receipt to virtually zero by Month 37. There also appears to be no
discernable fall in employment among takers through the cliff. Although supplement receipt
fell from 55 per cent to zero between months 36 and 38, full-time employment appears to
have been stable through this period. However, the cliff did not affect all takers to the same
degree, and therefore the takers may not have exhibited the same pattern of employment in
this period. For an understanding of the full implications of the cliff, those who were most
vulnerable to supplement loss need to be identified.

-99-



Figure 6.1: Employment, IA Use, and Supplement Receipt Among SSP Supplement Takers
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Sour ces: Basdline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assistance administrative records,
and SSP's Program Management Information System.

It would appear from the graph that about half of all supplement takers experienced this
cliff. However, not all those who received a supplement in Month 36 were necessarily in
receipt in Month 34 or Month 35. For people who were having trouble maintaining full-
time hours for more than a month at a time, the payment in Month 36 would not so much
have represented a dramatic end to a period of continuous supplement receipt as it would
an instalment in an ongoing but irregular pattern of top-up for their occasional full-time
earnings. It would be hard to argue that such irregular recipients would have become used
to supplement payments as a regular contribution to their income and would then be
affected by the supplement expiration.

For takers to have experienced the cliff they should by definition have spent some timein
regular receipt of the supplement and had such a period of receipt brought to an end by
supplement expiration. A group of such takersisidentified in this chapter from Program
Management Information System (PMIS) and survey data. This sample, referred to as the
cliff survey sample, comprises takers who received a supplement in at least five of the last six
months of their supplement eligibility (from Month 31 to Month 36 of their entitlement).
Much of the subsequent analysis focuses on the cliff survey sample, but when relevant, non-
experimental comparisons are made with all supplement takers, non-cliff supplement takers,
and all program group and control group members.
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Table 6.1 contrasts the supplement receipt pattern of the cliff survey sample with non-
cliff takers, illustrating that they did indeed make more intensive use of the supplement in the
six months leading up to the cliff. Over the entire supplement eligibility period, on average
each cliff sample member received over $25,000 in total supplement payments, about twice
as much as non-cliff takers. In the last six months of supplement eligibility, they received
over $4,000 in supplement payments, which was more than five times that of non-cliff takers.
Thisfinding illustrates that the cliff sample represents a group of supplement takers who
were more intensive users of the supplement leading up to its expiration and therefore were
more likely to have experienced the cliff and felt the effects of enforced supplement loss.

Table 6.1: Supplement Receipt by Cliff Takers and Non-cliff Takers

Cliff Non-cliff All Takers

Percentage of all takers 43.2 56.8 100.0
Entire supplement eligibility period

Average number of months of supplement payments 30.6 15.5 22.0

Average supplement payments per month of receipt ($) 831 812 820

Average total supplement payment ($) 25,536 12,731 18,256
Last six months of supplement eligibility period

Average number of months of supplement payments 5.6 1.0 3.0

Average supplement payments per month of receipt ($) 783 758 775

Average total supplement payment ($) 4,391 818 2,360
Sample size 378 498 876

Source:  SSP's Program Management Information System.

Notes: A cliff taker is a supplement taker who received supplement paymentsin five of the last six months of supplement
eigibility. A non-cliff taker is a supplement taker who received paymentsin fewer than five months during the same period.
Rounding may cause slight discrepanciesin the calculation of sums and differences.

WHAT DOES IT MEAN TO EXPERIENCE THE CLIFF?

Understanding the effect that the imposed supplement loss had on supplement takers
involves consideration of both the significance of the supplement as a source of income and
its overall impact on the user’ s circumstances and quality of life. This section uses survey
datafrom all four interviews (baseline and 18, 36, and 54 months after random assignment)
to assess the effect that supplementation had on takers' monthly after-tax income. The
section ends with a discussion of the effect of supplementation on takers' lives, based on
gualitative data from focus groups.

Income Composition at Random Assignment and at 18, 36, and 54 Months

The extent to which the loss of supplement income may have affected supplement
takers depends not only on the frequency and duration of supplement receipt, but also on
the level of this supplementation relative to other income sources. How important was the
supplement to takers in the context of their other income sources? How much did income
rise with the onset of supplementation, and how much did it fall after the supplements
ended?

Figures 6.2 through 6.5 provide a breakdown of monthly after-tax income sources for
control and program group members aswell as for al takers and for the cliff survey sample.
Results are presented for all four waves of SSP surveys, allowing the effect of
supplementation to be viewed over time. At random assignment, the average after-tax
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income of al four groups was the same at approximately $1,200 per month, with the
primary source being income assistance. The change from baseline to 18 months captures
the onset of the supplement, while the change from 36 to 54 months covers, for nearly all
members, the period when supplement entitlement expired.

The income of control group members remained stable at around $1,200 throughout
the 54 months (Figure 6.2), with only a slight increase toward the end as more group
members |eft welfare. Asisillustrated in Chapter 3 on experimental impacts, SSP resulted
in increases in income for program group members when compared with the control
group, but only during the period of supplement eligibility. Figure 6.3 illustrates that the
average after-tax income of program group members fell gradually, from almost $1,350 at
18 months down to just over $1,200 at 54 months, asimilar level to that of the control
group.

This gradual decline in the after-tax income of program group members might be
interpreted as evidence that there was no dramatic effect of the cliff on income levels.
However, this result was observed because the program group included many who never
made use of the supplement as well as takers who experienced gradual job loss throughout
their eligibility period. The impact of the cliff on income levels and composition is better
observed for supplement takers (Figure 6.4) and is clearer yet in the results for the cliff
survey sample (Figure 6.5.)

The composition and level of income for the cliff sample are similar to those of the other
groups at random assignment.* However, with the commencement of supplement entitlement,
the importance of the supplement as an income source becomes clear. It made up over 30 per
cent of income (32 per cent at the 18-month interview and 33 per cent at the 36-month
interview). Average monthly after-tax income increased by over a third — from $1,204 to
$1,780 — from the baseline interview to the 18-month interview as earnings rose coincident
with the commencement of the supplement. Thislevel persisted at the 36-month interview
(%1,821). However, as supplement digibility expired for most members, average after-tax
income fell by $361 at the 54-month survey to $1,460 per month. Table 6.2 outlines the
changesin income levels by source for the cliff samplein Figure 6.5.

This group of takers who experienced the cliff had the highest level of overall after-tax
income at 54 months, as well as the lowest level and proportion of income coming from
welfare. They had a higher level of earnings than each of the other groups and continued
to experience an increase in earnings from 36 to 54 months. Although they had
experienced the cliff to the greatest extent — having had the largest relative drop in after-
tax income of 20 per cent — it appears that to a degree they compensated for the loss of
the supplement, athird of their pre-cliff income, with increases in other income sources.

Although participantsin the cliff survey sample were more job-ready and |ess disadvantaged than other members of the
program group, their income was similar to the others' income, as all sample members were on income assistance for at
least a year before being selected for SSP. Cliff sample members did have a higher proportion of their income from
earnings and less from income assistance than other program group members.
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Figure 6.2: Average Monthly After-Tax Income in Six Months Prior to Interview —
Control Group Members
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Sources. Baseline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assi stance administrative records,
and SSP's Program Management Information System.

Figure 6.3: Average Monthly After-Tax Income in Six Months Prior to Interview —
Program Group Members
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Sources. Baseline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assi stance administrative records,
and SSP's Program Management Information System.
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Figure 6.4: Average Monthly After-Tax Income in Six Months Prior to Interview —
All Supplement Takers
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Sour ces: Baseline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assistance administrative
records, and SSP's Program Management Information System.

Figure 6.5: Average Monthly After-Tax Income in Six Months Prior to Interview —
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Sour ces: Basdline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assistance administrative records,
and SSP' s Program Management Information System.
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Cliff sample membersin British Columbia and New Brunswick differed somewhat in
their reliance on the supplement and their ability to compensate for the lost income. The
supplement constituted alarger proportion of the income of those in New Brunswick, where
it represented 35 per cent of average monthly after-tax income, compared with about 30 per
cent for those in British Columbia. As aresult, the loss of supplement income after its
expiration may have been dlightly more significant to those in New Brunswick. The change
in other income sources from the 36- to the 54-month interviews also differed. Although cliff
sample members in both provinces experienced increased average earnings, those in British
Columbia compensated for the lost income with increases in employment insurance and other
miscellaneous sources, while those in New Brunswick relied on increases in income
assistance and the Child Tax Benefit. Considering all sources, cliff sample membersin
British Columbia experienced only a 16 per cent decline in monthly after-tax income,
compared with 23 per cent for those in New Brunswick.

Table 6.2: Average Monthly After-Tax Income in Six Months Prior to Interview for
the Cliff Sample, by Source

Interview Month

Income Source ($) Baseline 18 36 54

Earnings 238 771 908 1,042
SSP supplement 0 576 593 20
Income assistance 725 177 38 75
Employment Insurance 16 21 23 49
Child tax credit 129 133 149 153
Alimony / child support 31 49 56 55
Other income 64 54 53 67
Total income 1,204 1,780 1,821 1,460

Sample size (total = 291)

Sources. Baseline survey data and 18-month, 36-month, and 54-month follow-up survey data, income assi stance
administrative records, and SSP's Program Management Information System.
Note: Rounding may cause slight discrepanciesin the calculation of sums and differences.

Impact of the Supplement on Perceived Quality of Life and Well-Being

Experiencing the cliff meant that participants could lose other benefits derived from their
involvement with SSP in addition to the loss of income. Supplement receipt could have
meant a lot more to participants than added income. It isimportant to take into account the
nature of these other derived benefitsin order to understand the full implications of the cliff
and what it might have meant for participants’ ability to maintain self-sufficiency beyond the
end of the supplement.

The SSP cliff study (described in the text box on page 99) was implemented alongside the
broader SSP recipient study in an attempt to track what happened to partici pants who were
facing the loss of supplement income at expiration. The study was able to elicit information-
rich responses from participants on arange of cliff-related issues by using qualitative
methods, including focus groups. A key objective of the cliff study focus groups wasto
explore participants perceptions of the ways in which their participation in the project
affected their lives overall. The focus of the discussions was thus not limited to the effect of
supplementation on financial well-being but included, more generally, effects on quality of
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life. One part of this process required participants to rate the degree to which participation in
the project had affected their lives, using atemperature scale from 0 to 100. These results
were then discussed with the group to explore underlying themes. This section presents some
of the key qualitative results from this approach. Respondents in the focus groups were al on
the verge of experiencing the cliff.

Temperatures recorded by the 26 participantsin New Brunswick suggest that their SSP
experience had had avery large effect on their lives financially, with an average temperature
recorded of 87 degrees. By contrast, 26 participants in British Columbia averaged only
78 degrees, and whereas 10 participants in New Brunswick recorded top temperatures of
100 degrees, only three did so in British Columbia. In general, having the extra money
appears to have helped most with the ability to pay off debts, make major purchases, pay for
essentials as well as some extras, and save. The supplement appears to have had less
financial impact when participants were faced with irregular work hours or supplement
payments, high ongoing expenses, or accumulated debts; when there was a sudden loss of a
source of income; or when wages were high.

Focus group respondents felt that receipt of the supplement was less likely to have
affected life overall beyond financial well-being. Again those in New Brunswick were more
likely to report an effect than those in British Columbia. Entries on the temperature scales
averaged 81 degreesin New Brunswick, versus only 71 degrees in British Columbia. Again,
New Brunswick participants were proportionately more likely to cite extremely high
temperatures than were those in British Columbia. In general, SSP had more effect on
participants’ lives when it was seen to effect improvements in the four areas described in the
following sections.

Quality of Life

Not surprisingly, given the broad nature of this category, improvements in quality of life
were mentioned by the largest proportion of focus group participants (73 per cent), with an
equal number of participantsin the two provinces.

Participants commonly spoke of moving to better housing. Several spoke of having a
more active and open social life— and, in some cases, a more positive and healthy social
life. Several, especially in New Brunswick, spoke of getting married or of moving in with
boyfriends.

Finally, an improved quality of life could encompass improvements in many areas.

Actually before | started the program we were just recuperating from the drug
problems and that is what really helped me to get to know the programand |
thought if | can get this| can get on my feet and get out of the drugs, and actually
did.

Personal Well-Being

Most commonly, participants cited ways in which their sense of self-esteem, self-
confidence, and competency had improved. Being off welfare had much to do with these
feelings, as did proving capable in employment and feeling that working connected them to
“productive’ society and set a more acceptable role model for their children. Several
mentioned enjoying increased respect from others.
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A number of participants mentioned improvement in terms of experiencing less stress.
They characterized their experiences variously as having less depression, anxiety, frustration,
guilt, and/or shame.

| was on Social Assistance for two or three years before | went back to schoal. |
found that my self-esteem was really getting eroded. Saying at home all the time,
taking care of the kids. It's like you look out the window and the whole world is
going by and they have all got things going on and they are jumping in their cars
and going on with their lives and you are sitting down thinking how you are
going to make $40 stretch for groceries for a week.

Several participants, especially in British Columbia, also spoke of appreciating a sense of
increased self-reliance and independence. They felt they had more control over their lives,
including financial control.

| am stronger. | can make decisions now, whereas before | wouldn't make
decisions. | would either let my husband make them or | would be hemming and
hawing about it and stuff like that.

Helping Effect the Transition Off Welfare and Improving Career Opportunities

Roughly one third of participants, with proportionately more in British Columbia than
in New Brunswick, thought that SSP had played a substantial role in motivating them to
leave welfare by providing them with the initial financial incentive and then allowing
them a“taste” of abetter life without income assistance. SSP staff was often credited with
providing both emotional and practical support that facilitated the transition to work as
well as job retention. About one fifth of participants cited ways in which working and
receiving the supplement had opened the way for them to gain experience and more work
skills.

Improving Children’s Well-Being

Severa participants aso mentioned improvements in the quality of life of their children
as aresult of participation in the program. Although some mentioned that they had less time
with their children, others highlighted the benefits of reduced financial strain for their entire
family.

When | was on welfare my kids were always in my face and | was getting mad at
them. Now it seems | have mellowed out a bit where | don’t have such an issue

with themlike | did before. It'slike | am a happier person and it’s going to rub
off on them because they are going to be happier too. | have noticed a difference.

The supplement was reported to have had lessimpact on overal life for participants who
were already working at random assignment. Others who reported less of an effect on their
overall lives were those who experienced a decrease in personal well-being. Decreasein
well-being was actually cited by just under one quarter of participants, with proportionately
more in British Columbiathan in New Brunswick. Those who fell into this category spoke of
experiencing increased anxiety because of the impending loss of the supplement and of
experiencing guilt because of pressure from their children to stay at home. Their quality of
life was actually worse as aresult of their involvement in the project, generally attributed to
having less time to spend with their children or to having a“bad job,” one that offered low
wages and/or low or unstable work hours.
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PREPARATION FOR THE CLIFF — MAINTAINING SELF-
SUFFICIENCY

Supplement takers had generally experienced improvementsin their financial well-being,
and often these trandlated into improved quality of life overall. The cliff might have
threatened these improvements. As supplement takers were aware of the supplement
expiration, many might have prepared for it and might be expected to have fared better
following supplement withdrawal. The effects of the cliff should thus be viewed in the
context of the views that participants had of the upcoming supplement loss and the strategies
they had for dealing with it. The actions taken, or not taken, in preparation for the future
decline in income would likely influence recipients’ ability to maintain self-sufficiency once
the supplement had ended.

This section uses qualitative data from the cliff study and questions from the 36-month
follow-up survey pertaining to respondents’ preparations for the future. Results from this
analysis help to answer the following questions, which in turn help to explain takers
circumstances post-cliff, such as whether they remained self-sufficient or returned to welfare.

e How confident were supplement recipients of their ability to remain self-sufficient?
e Did they plan to return to income assistance or feel it was inevitable?
e What were some of the strategies used in preparation for the end of the supplement?

Confidence in Remaining Self-Sufficient

When focus group participants were asked to indicate how confident they felt about their
ability to remain self-sufficient when the supplement ended, just over half said they were
“extremely” or “very” confident.? No one said they were “not confident at al.” Many others
expressed mixed emotions about the supplement loss, stating that they would miss the extra
income but still felt they would be fine on their own after the supplement ended. At the other
extreme, there were a small but significant number of participants who were worried about
the end of the supplement.

Generally, participants attributed their level of confidence in the future to the following
factors: financial security, job security, career opportunities, personal security, belief in self
and abilities, and personal values.

Financial/Job Security and Opportunities for Wage or Status Increases

Participants who felt they were financially secure typically spoke of having paid off any
debts they might have had before or of having no outstanding debts currently. Several said
they were more financially secure because they had experienced an earnings increase that
meant their actual supplement amount was less and that they could manage on what they
earned. Some had outside sources of income to draw on, such as a pension.

Some had demonstrated good money management skillsin the period of time they had
received the supplement and were confident of their ability to manage in the future. In afew
cases, their family circumstances had changed: children had grown up and left home or, at
least, become less expensive to care for.

2Categories were “extremely,” “very,” “not very,” and “not confident at all.”
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Extremely . . . because my job isthere for me. There' s no chance of losing my job
and there is a chance of a wage increase and an increase further up the ladder
too.

| am very confident for one reason: | have already had two promotions at my job
and wastold in December | am up for a big boost here.

Personal Security

Comments recorded as indicating a sense of “personal security” referred to the
presence of friends or family members whom the participant felt she could call on in times
of need.

Belief in Self

Several participants spoke of feeling good about themselves and said that this would
enhance their ability to keep earning in the future. Others spoke of their competencein
managing the household finances — the fact that they had survived on less before gave them
confidence to do so again in the future. Those who said they were “extremely” confident
were more likely to cite this attribute.

Personal Values

These included a variety of attributes, including the desire to work and set a role model
for their children and feelings of ambition. Some indicated that they now had a “taste” for
better things like better housing.

Extremely confident because it is a new chapter in my life. | think that in the
three years | was on the program, it built up my confidence and my self-esteem so
much and now | don't think that this job is enough for me. It'slike | know | can
reach out there and get more and do other things.

Those who said they were “not very” confident tended to lack feelings of financial
security. Several also felt their jobs were not secure, and several spoke of jobs that paid
poorly and did not seem to offer hope of advancement in the future. They seemed to
have little social capital to draw upon. Interestingly, some spoke of the same kinds of
barriers as those with more confidence, and some made more money as well, but they
seemed less resilient. While some had seemingly insurmountabl e i ssues indeed, like
high debt loads (tax bills, bank loans, credit card balances), marriage breakdown, or high
medical costs, it may be that others were smply unable to see away out of their
dilemma

Without SSP | would bein pretty dire straits. Because when your rent is $950
and you' ve got food and hydro on top of that, telephone. And then the kids want
to do things, there's not much left. | don’t do that much. | don’t take holidays; |
don’t go anywhere. | just stay home and watch TV, sort of thing. . . . If I'm
looking to survive on $1,200 a month — and 8950 for rent!

Independence from Income Assistance

The third wave of SSP surveys, administered 36 months after random assignment, asked
participants whether they thought they would be collecting income assistance one year in the
future, or shortly after the time that entitlement to the supplement was to end for many.
Among the cliff survey sample there was an almost unanimous response of no (97 per cent).
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Undoubtedly, this rejection is related to their confidence in the stability of their employment.
When asked if they felt they would be employed in one year’ s time, nearly 99 per cent
responded positively (93 per cent full time, 5 per cent part time).

Thisissue was explored further during the cliff study focus groups, for many only six
months before the entitlement to the supplement would end. When partici pants were asked
whether they thought a return to welfare was “very,” “somewhat,” “not very likely,” or “not
likely at al,” an overwhelming majority thought the possibility of such an event was
unlikely, with the largest proportion — roughly two thirds — saying this was “not at all
likely.” While there were afew who were thankful to have had the help of welfare when they
needed it, most of these women had a strong distaste for being dependent upon the welfare
system, whether specifically stated or clearly implied by their insistence that they would not
return to this state.

Those who thought it unlikely that they would return to welfare offered various reasons.
Many simply envisioned no need. They had good jobs, good income, and confidence in their
ability to find other jobs should they |ose the ones they had. Others felt confident in their
resourcefulness to find other sources of income if necessary. Many aso felt that their hatred of
welfare would motivate their actions to avoid areturn. Remaining free of the system was
important to their self-identity.

Strategies for Remaining Self-Sufficient After the Loss of the Supplement

Most participants in the cliff study had given some thought to how they could make up
for the impending loss of supplement income, although very few had begun to set these plans
in motion at the time of the focus groups, which was, for many, six months from supplement
end. Some of the more common strategies are listed below.

Budget

One of the more frequently mentioned strategies for handling the loss of the supplement
was cutting back on expenses. Participants mentioned tightening up, cutting out
extravagances, and reducing use of credit cards. Others suggested the option of sharing
expenses with family.

Savings

Most of the participants who stated that they would rely on their savings seemed aware of
the forthcoming supplement expiration date. They appeared to be in healthy financial
situations, and several said that they did not spend frivolously. A few planned to bank their
remaining supplement payments.

Work

Severa participants mentioned employment-related changes to deal with the loss of the
supplement, including anticipating pay raises, taking on additional hours, changing positions,
or getting a second job.
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Change in Current Living Arrangements

Strategies included looking for cheaper housing, returning to parents' hometo live rent-
free or at reduced cost, and taking a boarder or roommate.

Skills and Education Upgrading

Participants who thought that they would get more training were either already involved
in part-time training (night classes) or planning to enrol.

Strategies of the Cliff Survey Sample and Non-cliff Takers Compared

SSP surveys administered 36 months after random assignment included a module that
asked participants about anticipated changesin their circumstances and their preparations
for the future. Some of these questions relate to the strategies just described that emerged
in the participant interviews in the SSP cliff study. Table 6.3 provides an indication of the
prevalence of these preparation strategies among those facing the cliff, comparing takers
in the cliff sample with non-cliff takers — those who took up the supplement but who did
not make intensive use of it in the six months leading up to the cliff. At 36 months, those
in the cliff sample appear to have had more confidence in their ability to retain
employment in the future when compared with non-cliff takers (98.6 per cent versus
89.9 per cent respectively). Furthermore, a smaller proportion of those in the cliff sample
expected to be on welfare in a year (2.8 per cent versus 12.4 per cent) and to require
financial help from friends and family (23.3 per cent versus 30.3 per cent). Non-cliff
takers were more likely to have begun looking for a new job or inquiring about higher
pay and were expecting to be making more money as well as working longer hoursin the
future. Thisfinding islikely related to the fact that more non-cliff takers had already
begun to experience job loss or reduced hours at the 36-month point. Still, quite alarge
proportion of those in the cliff sample were expecting to be making more money in a
year’'stime (70.5 per cent) and more than half (53.6 per cent) had begun to look for anew
job or ask about a pay raise at 36 months.

Table 6.3: Preparation for the Future at 36 Months After Random Assignment

Non-cliff Takers Cliff Sample

Question/Strategy (%) (%)
Thinks will be working in one year 89.9 98.6
Thinks will be on income assistance in one year 12.4 2.8
Expects to move in next year 30.3 25.6
Expects to be making more money in next year 76.1 70.5
Has started looking for new job / asked employer about a raise 61.5 53.6
Expects to have more hours of work in one year from now 71.8 43.9
Will need financial help from friends / family in next year 30.3 23.3
Expects kids to help with finances in next year 20.2 25.0
Sample size 451 360

Source:  36-month follow-up survey.

Notes: A member of the “cliff sample” isa supplement taker who received supplement paymentsin five of the last six months of
supplement eligibility. A non-cliff taker is a supplement taker who received paymentsin fewer than five months during the
same period.

Sample sizes may vary across rows because of missing values.
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WHAT WERE THE CONSEQUENCES OF ENCOUNTERING THE
CLIFF?

The discussion so far has focused on anticipation of the cliff. This section explores the
consequences for supplement takers of having encountered the cliff and the end of
supplement entitlement. Were participants in the cliff sasmple able to maintain their full-time
employment? Did they remain self-sufficient and independent from welfare? How did their
expenditures change in the context of their reduced income? Did they experience increased
hardship? These are important questions, and the answers to them will not only help to reveal
the effect of enforced supplement expiration on individuals but also help to explain the
pattern of SSP impacts observed in the previous chapters.

As part of the cliff study, in-depth interviews were completed with a group of participants
four months before supplement entitlement ended and eight months after. Fifty-two
participants took part in theinitial focus groups and in-depth interviews prior to the cliff.
Forty-four of these same participants completed an in-depth interview after the cliff. The
consequences of the cliff can be seen in the comparisons below using the cliff study sample,
which are supplemented by alongitudinal analysis using results from the 36- and 54-month
follow-up surveys as well as administrative records of the use of income assistance.

Employment and Self-Sufficiency

Among those participants who took part in cliff study in-depth interviews before and
after the cliff, two thirds (68 per cent) were still employed full time eight months after their
entitlement to the supplement expired. The remaining participants were either working part
time, with or without an A top-up, or were unemployed and receiving income assistance (or
Employment Insurance). A more detailed look at changes in full-time employment and |A
receipt throughout the period leading up to and following the cliff is possible with data from
the 36- and 54-month follow-up surveys along with administrative records of 1A use.
Figures 6.6 and 6.7 present full-time employment and |A receipt respectively, for the six-
month period before and the eight-month period after the expiration of entitlement to the
supplement. Results are shown for all supplement takers, the cliff sample, and non-cliff
takers.

The pattern of full-time employment among all supplement takers was apparently quite
stable. There was only a gradual decline throughout the period when the supplement expired.
However, decomposing this group into the cliff sample and non-cliff takersreveals a
difference in the trgjectories of full-time employment. The percentage of non-cliff takers
employed full time actually increased from 29 per cent two months before the cliff to 37 per
cent four months after the end of their entitlement to the supplement. By contrast, the cliff
sample experienced a decline in full-time employment — a 20-percentage-point drop —
beginning four months before and ending six months after the cliff. The explanation for the
divergenceis partly that non-cliff takers were a heterogeneous group with respect to the
month that they experienced job loss (along with supplement loss) and with respect to the
month they subsequently regained full-time employment. Non-cliff takers had experienced
job loss throughout their three-year eligibility period and therefore exhibited no unusual
decrease in full-time employment when the supplement expired. However, the cliff sample
was composed primarily of intensive supplement users, who ended their supplement receipt
at the same time — at the cliff.
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Figure 6.6: Full-Time Employment, by Months Before and After the End
of Supplement Entitlement
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Figure 6.7: IA Receipt, by Months Before and After the End of
Supplement Entitlement
100 4
% — Cliff Sample
i ——All Takers
8 g e Non-cliff Takers
g
k4]
& 70
<
£
5 60 -
(8]
=
2 50+ )
- R LemrT Tl
& rtTT T L e e
o 40 A
4
()
(o))
8 30 Y
c
[
e
chJ 20
e —
) ————‘———7
0 T T \‘/ T T T T T T T 1
-6 -5 -4 -3 -2 -1 1 2 3 4 5 6 7
Months Before and After the
End of Entitlement to the Supplement
Source:  Income assistance administrative records.

-113-



Thisdistinction is relevant to the observed pattern of SSP experimental impacts on full-
time employment. The cliff — enforced supplement loss — was an important feature of the
design. Asillustrated in Chapter 3, the gradual decline in impacts observed after a year
following random assignment was attributable both to ongoing job loss among supplement
takers and to members of the control group gradually leaving income assistance for full-time
employment. Although the decline in impacts appears gradua from months 13 through 52 after
random assignment (Figure 3.1), the job loss that contributed to these declining impacts was
not necessarily always spread out and unrelated to the end of supplement entitlement. The cliff
was encountered typically in months 37 through 49 following random assignment, in some
cases through to Month 55 (depending on when supplement receipt was initiated).® As aresult,
the decline in full-time employment for the cliff sample observed in Figure 6.6, which occurred
over a 10-month period (encompassing the cliff), when presented on a scale based on months
from random assignment was in fact spread out over as much as an 18-month period. Using
random assignment as the reference point gives the appearance that there was no declinein
employment related to the cliff, when in fact, for some, job loss occurred at the same respective
point in time — leading up to and after the expiration of the supplement. The relevance of the
cliff to the pattern of observed impactsis, however, moderated by the fact that the cliff sample
makes up only dightly more than 15 per cent of al program group members.

Although the end of the supplement preceded a decline in full-time employment for
some, over 70 per cent of the cliff sample were still employed full time eight months after the
cliff. Figure 6.7 also reveals that | A receipt among the cliff sample rose by less than
10 percentage points after the end of the supplement. The fact that a significant majority of
these participants remained in full-time employment, with few in receipt of income
assistance, may demonstrate that adjustment to life without the supplement was ultimately
manageabl e.

Expenditures and Hardship

How did participants in the cliff sample, who relied on the supplement as a major source
of income, handle this reduction in income following loss of the supplement? Did it affect
their expenditures? Were cutbacks necessary? What types of expenditures, if any, were
reduced? Did they experience increased hardship as aresult?

Table 6.4 presents measures of expenditures and hardship using survey data from the 36-
and 54-month follow-up interviews. The period from Month 36 to Month 54 spans, for most
participants, the point when the supplement expired. Results are presented for al cliff sample
members, followed by a breakdown by province. Clearly, there were relatively large changes
in expenditures on eating out as well as on spending on the participants’ own clothing and
clothing for their children (around a 30 per cent reduction in expenditures on each).

However, there were no statistically significant increases in hardship measures — use of food
banks, difficulty getting groceries, or problems with paying hydro or gas. Apparently,
participants compensated for the loss of supplement income, in addition to experiencing
increases in other income sources and reducing expenses, by depleting their savings and
increasing their level of debt. In the entire cliff sample, the proportion of sample members
with no savings increased from less than onein five (20 per cent) at Month 36 to almost a

3Although program group members had one year to initiate the supplement by finding afull-time job, some did not begin
receiving it until after Month 12 because of adelay in the start date of their job or of receipt of their initial pay from their
employer. As aresult, their 36-month dligibility period started after Month 12 and ended after Month 48.
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third (30 per cent) at Month 54. Credit card debt amounts increased by 43 per cent from
Month 36 to Month 54, and other outstanding debt amounts excluding mortgages increased
by almost athird (31 per cent).

Table 6.4: Changes in Expenditures, Hardship, and Assets From 36 to 54 Months After
Random Assignment for the Cliff Sample, by Province

Total British Columbia New Brunswick
Outcome 36-Month 54-Month  36-Month 54-Month  36-Month 54-Month
Expenditures ($/month)
Spending on groceries 409 388 438 426 387 358
Spending on eating out 84 59 84 57 84 60
Spending on children’s clothing 62 44 65 40 60 48
Spending on own clothing 25 18 27 18 23 18
Rent 487 514 619 653 372 394
Hardship (%)
Used food bank last 3 months 3,0 5,0 3,6 6,0 2,5 4,0
Couldn't get groceries 16,5 17,9 21,7 22,3 12,1 14,1
Gas or hydro turned off 1,1 1,7 1,2 1,8 1,0 15
Money in bank
Amount of money in bank (%) 519 498 652 584 418 433
No money in bank (%) 18,7 30,2 14,1 25,2 22,2 33,9
$1-$499 in bank (%) 52,7 47,9 52,6 48,9 52,8 47,2
$500 and above in bank (%) 28,6 21,9 33,3 25,9 25,0 18,9
Debt
Balance owing on credit cards ($) 655 939 751 1096 573 806
Amount owing on car ($) 1097 1175 1526 1520 721 872
Other debt excluding mortgage ($) 2091 2734 2087 2490 2 094 2942
No debt (%) 27,9 24,6 22,8 234 32,6 25,7
Debt of $1-$2,499 (%) 34,2 25,8 34,2 26,6 34,3 25,1
Debt of $2,500 and above (%) 37,8 49,6 43,0 50,0 33,1 49,1
Sample size 364 166 198

Sources.  36-month and 54-month follow-up survey data.

Notes: A member of the “cliff sample’ isa supplement taker who received supplement paymentsin five of the last six months of
supplement igibility.
Sample sizes may vary across rows because of missing values.
Rounding may cause slight discrepanciesin the calculation of sums and differences.
Sample members were asked at each interview how much they spent in an average week on each of these items. Food expenditures
were converted to monthly estimates by assuming 4.33 weeks per month. For other items, the precise questions as asked in the 54-
month survey were as follows. For use of afood bank: “In the past three months have you or other members of your family used a
food bank to obtain groceries for your household?’ For children’s clothing: “On average how much do you and your family spend
each month on children’s clothing?’ For monthly rent: “What do you and your family pay towards your monthly rent or
mortgage?’

There was little difference between cliff sample membersin British Columbia and those
in New Brunswick in terms of the change in reported hardship after the end of the
supplement. Those in British Columbia might have experienced a higher degree of hardship
than those in New Brunswick (as measured by the proportion that reported they could not get
groceries on one or more occasions), but this hardship was observed before and after the
cliff. No statistically significant change in hardship was observed for cliff sample membersin
either province. However, the methods for handling the reduced income differed somewhat,
in that participantsin New Brunswick reduced expenses to alesser extent and incurred higher
levels of debt. Although credit card debt increased by a similar proportion for cliff sample
members in the two provinces, car debt was unchanged in British Columbia but increased by
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21 per cent in New Brunswick, and other debt (excluding mortgages) increased by twice as
much in New Brunswick asin British Columbia. Prior to the end of the supplement, other
debt levels were virtually the same in both provinces ($2,087 and $2,094 for British
Columbia and New Brunswick respectively). However, between the 36- and 54-month
interviews, other debts increased by over 40 per cent in New Brunswick, compared with only
20 per cent in British Columbia. Furthermore, the proportion of participants with zero debt
decreased in New Brunswick from athird to a quarter of cliff sample members but was stable
in British Columbia (23 per cent of cliff sample members had no debt before and after the
cliff). In light of the fact that participantsin New Brunswick lost a higher proportion of their
after-tax income when the supplement expired, larger increases in debt are not surprising.

Results from the cliff study in-depth interviews confirm many of the above results. Of the
44 cliff study members who participated in both in-depth interviews — four months before
and eight months after the cliff — the majority experienced no significant increases in
hardship, measured on a number of dimensions:

o Fewer cliff study members reported that they were having difficulty meeting basic
expenses on necessities now that the supplement ended, where they did not have
difficulty before;

e Therewasvirtualy no use of food banks, before or after the cliff (one person reported
using afood bank after the supplement 10ss);

e Fewer reported receiving used or free clothing; and

e Fewer reported having to rely on others for non-monetary sources of support.

There were increases in the use of a number of coping strategies for handling the reduced
income:

e Oneinfivereported that they were having to borrow from friends and family, where
they had not done so before;

e Many reported that they needed to leave particular bills unpaid for a period of time —
usually phone and cable — to meet their budget, where they had not done so in the
past; and

e Oneinfivereported that after the supplement ended they attempted to earn extra
money by working additional hours, getting a part-time job, or starting a small
business.

In-depth interviews allowed for a closer examination of participants’ financial budgets
than was permitted with either the 36- or the 54-month follow-up surveys. In addition to the
reductions in expenditure on food, a decline in expenses was observed in several additional
categories, including transportation, child care, and health-related costs. For many, a
reduction in these expenses was not precipitated by the loss of the supplement; rather the
declines occurred as aresult of job loss. Without full-time employment, adrop in
transportation and child care costs can be expected. This was also the case for declinesin
health-related costs, including life, medical, and dental insurance premiums, which for many
were acquired and paid through their employers. At the same time, there was a significant
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decrease in expenditures on visits to health practitioners that were not covered by provincial
medical insurance.

On average, total expenses fell by about 16 per cent among those who took part in in-
depth interviews before and after the cliff. Although income fell by over 30 per cent because
of the loss of the SSP supplement, there were increases in other sources of income —
earnings, income assistance, the Child Tax Benefit, and miscellaneous sources — that appear
to have offset about half of the decline resulting from the loss of the supplement. There was
no statistically significant change in net income after expenses. For many, the combination of
reduced expenditures and increases in other income sources appear to have maintained their
net budgetary balance at its pre-cliff level. There was also no change in the proportion of
participants who reported having a negative net income after expenses. Approximately a
guarter of those interviewed reported a negative balance in both pre- and post-cliff
interviews. Although there were no statistically significant changes in savings or debt levels
among those who participated in in-depth interviews, perhaps because of the small sample
size, many carried substantial debt loads. Debt seemed to be an ongoing problem for many
participants, starting long before the expiration of the supplement.

WHOM DID THE CLIFF HIT HARDEST?

Overal, most takers who experienced the cliff were able to compensate for the
supplement loss with increases in other income sources, through tighter budgeting, and with
the use of savings, although there were in many cases substantial increasesin debt levels.
Most experienced no major increase in hardship. However, in-depth interviews and focus
groups reveal ed that there were particular participants, albeit a minority, who were
vulnerable and experienced significant hardship from the loss of the supplement. Those with
partners or with jobs above minimum wage tended to fare better. Even when participants had
minimum-wage jobs, were single, or had significant expenses related to unusual events such
asillnesses, in many cases they were still able to cope. It appears that when participants had
more than one of these characteristics — that is, no partner contributing to income and a
minimum-wage job with low or fluctuating hours — there was significant hardship from the
supplement loss.
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Chapter 7:
Benefits and Costs of SSP

The preceding chapters describe how SSP increased the employment and earnings of
Its participants while decreasing their poverty and reliance on income assistance (IA). This
chapter presents an analysis of the costs and benefits of providing the services that
produced these positive results. It starts by outlining the costs of operating the SSP
program in two provinces and then examines the financial benefits of the program,
providing an assessment of the net benefits and costs of the program from three
perspectives: the participants in the SSP program, the government budgets, and society as
awhole.

The chapter estimates the benefits and costs of the program by examining the outcomes
that are measured in previous chapters, such as earnings, |A benefits, and SSP benefits. It
also expands on these direct effects and considers associated costs and benefits such as
program operation expenses, income and sales taxes, Employment Insurance (El) benefits,
fringe benefits from employment, and transitional benefits such as child care subsidies and
transportation allowances.

The benefit-cost analysis presented in this chapter addresses the following questions:

e What were the costs of the various individual components of SSP, including
operating the program and the supplement payments?

e What was the cost of SSP to the government, over and above the cost that would have
been incurred in the absence of the program?

e From the perspective of welfare recipientsin the program, did SSP result in net
financia gainsor net |osses?

e From agovernment budget standpoint, did SSP result in net costs or net savings?

e From the perspective of society as awhole, did SSP result in net financial gains or net
losses?

SUMMARY OF FINDINGS

e SSPincreased financial well-being and reduced poverty for familiesin the
program group. SSP successfully increased families' financial well-being, including
increased income from earnings, fringe benefits, and SSP payments. SSP also reduced
the number of families with income below the poverty line. Over five years, SSP
produced an average financial gain of $5,256 for members of the program group —
over $1,050 per year. In addition to these important financial effects, there is some
evidence that SSP decreased material hardship and improved children’s performance
in school.
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e Thecost of SSP was modest compared with several other recent successful
welfare-to-work programsthat offered financial incentives. The cost of SSP
payments and program operations was relatively low, given the positive results for
families. Recent programs that supplemented earnings for those who left welfare for
work have been much more expensive.* After accounting for all costs and benefits,
SSP cost the government only about $2,700 more than income assistance for each
program group member over afive-year period. The bulk of the cost of SSP camein
the form of supplement payments. However, the financial gains to the government
from increased income taxes made up for most of the losses in increased transfer
payments.

e SSPwasavery efficient way to transfer income. Economists have estimated that
transfer programs may require $1.50 in spending for each $1 gained by families.
In comparison, the financial gains to familiesin SSP were much larger than the
losses to the government per program group member. For each $1 of financial gain
to families, the cost to the government was only 51 cents.

e SSPwasmoreefficient in New Brunswick than in British Columbia. The
financial gainsto familiesrelative to government costs were higher in New
Brunswick than in British Columbia. Over five years, SSP familiesin New
Brunswick on average experienced afinancia gain of over $5,000, while the cost
of SSP was only $1,660 more than income assistance per program group member.
In contrast, financial gainsto the familiesin British Columbia totalled about
$5,300 but losses to the government were nearly $3,500.

e From the perspective of society asawhole, SSP’s benefits outweighed its costs.
Costs to one person may be benefits to another person. For example, SSP
supplement payments cost the government money, but provided vital income to
many poor families. This analysis presents benefits and costs from three different
perspectives. SSP program group members, the government, and society as a
whole. The federal and provincia governments spent about $2,700 per program
group member on SSP, over and above what would have been spent for income
assistance if no program group member had left income assistance for SSP. The
extra spending increased the total income of program group members by $5,256 on
average (again, compared with the income of the average control group member).®
Thus, SSP provided a benefit to society of more than $2,500 per program group
member.

'See Bloom et al., 2000; Miller et &., 2000.

2See Burtless, 1987, 1994, for a discussion of efficiency of transfer programs.

®Total income in the benefit-cost analysis includes earnings and fringe benefits as well as cash transfer payments from SSP
and income assistance. Average earnings and cash transfer payments in the benefit-cost analysis do not match numbers
shown earlier in the impact analysis for two reasons. First, the benefit-cost analysis projected earnings over afive-year
period, while the follow-up surveys used for the impact analysis covered only four and a half years. Second, resultsin the
benefit-cost analysis were adjusted for inflation and for the notion that income gains early in the program could be invested
and therefore were more valuable than income gains later in the period.
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BACKGROUND

An earlier report presented the initial costs of operating the program and administering
the SSP supplement for the first 15 months of program operations (Mijanovich & Long,
1995). The analysis presented in this chapter expands on the earlier work by examining the
costs of the program for the entire follow-up period.* This chapter further expands on the
earlier work by accounting for the benefits incurred through increased employment and taxes
and decreased income assistance receipt.” The costs presented in this chapter do not include
start-up costs or costs related to the research or evaluation of SSP.°

This chapter presents the program’ s net benefits and costs per program group member —
that is, the costs and benefits of SSP, over and above the costs and benefits that would have
been incurred in the absence of the program, through the IA system. Net costs and benefits
are presented for a period of five years. Most of the costs in this chapter were estimated using
expenditure data from a “ steady-state” period from April 1994 to March 1995. Thisfiscal
year was chosen because it was a period of relatively stable program operations. Asistruein
chapters describing the program’ s impacts, all program and control group members, not just
those who took up the SSP supplement, were included in calculating the gross and net costs
of the program.” Moreover, the analysis presented in this chapter includes estimates for the
SSP recipient study only.? It does not include costs incurred by sample members of the SSP
applicant study of new welfare recipients or costs for the SSP Plus group members, who
received a range of employment servicesin addition to the financial incentives of regular
SSP.

This analysis focuses primarily on those benefits and costs incurred directly through
offering the earnings supplement. SSP did not offer any other services such as job search or
child care, apart from providing basic information about the supplement and about servicesin
the community through the A program that were equally available to control group
members. Although SSP did not offer any of these types of services, it is plausible that there
would be costs to the outside agencies that provide employment-rel ated services and child
care subsidies because of the increased employment experienced by members of the program
group. This analysis does include an estimate of the differential cost of child care subsidies
for program and control group members but does not capture any costs associated with
changes in use of employment or training services that may have occurred.’

The goals of SSP differ from many prior welfare-to-work initiatives in ways that are
important to the benefit-cost analysis. In most prior initiatives, the primary goal of the
programs was to move people from welfare to work and produce welfare savings that would
“pay for the program.” SSP was designed to encourage welfare recipients to work while

“The follow-up period for this report ranges from four years and four months to five years, depending on the date of the 54-
month survey interview.

5The costs for program operations may differ somewhat from those presented in the earlier report for several reasons. For
example, the earlier report focused on an early cohort of sample members randomly assigned during the first year of
program operations. In addition, the data used for the earlier report extended only through March 1995. Data used in this
chapter extend through December 2000.

5The federal government funded the demonstration and evaluation of SSP.

"The earlier cost analysis of SSP (Mijanovich & Long, 1995) presented some cost estimates of program operations for
supplement takers compared with non-takers.

8A recipient is defined as a person who had been on income assistance for at least a year at the time of random assignment.

9There was a small impact on job-search and life skills workshops at the 18-month point, but this impact did not persist for
the remainder of the follow-up.
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simultaneously making them better off financially by providing them with a generous
earnings supplement when they went to work. This supplement was offered in order to offset
any losses in social assistance that people experienced when leaving welfare for work.
Although an earnings supplement program is potentially expensive, policy-makers and
program designers felt that the short-term increased cost of the supplement was worth the
potential decrease in poverty, improvement in financial well-being, and val uable work
experience gained by recipients who went to work and took up the supplement.

ANALYTICAL APPROACH

The analytical approach used in this benefit-cost analysisis similar to the approach used
in previous MDRC evaluations.” The general approach isto place dollar valueson SSP's
effects and its use of resources wherever possible, either by directly measuring them or by
estimating them. This benefit-cost analysis incorporates positive and negative financial
estimates even when they do not reach the level of statistical significance, because they
nonethel ess represent the best estimates available.

Data Sources

In addition to SSP' s effects on earnings, income assistance, SSP payments, and El, the
benefit-cost analysis uses data on fringe benefits, taxes, child care subsidies, and program
operating costs. SSP' s effects on earnings were measured using data collected from surveys of
sample members randomly assigned as part of the SSP project. Effects on income assistance
and El were measured using data collected from administrative records kept by the federal
government and the provinces of New Brunswick and British Columbia. The program’ s effects
on SSP payments were measured using data collected from the program’s payroll officein
Halifax, Nova Scotia. SSP s effects on fringe benefits, federa and provincia taxes, tax credits,
and child care subsidies could not be measured directly but were imputed from survey and
administrative records data. Data on the costs of operating the SSP transfer program were
estimated using expenditure reports from the SSP program offices for fiscal year 199495,
Data on the costs of operating the IA program could not be measured directly but were imputed
from annual reports and other sources from the provincial governments.

Accounting Methods

The benefit-cost estimates cover afive-year time period starting with the month of
random assignment (Month 1). Thisfive-year period includes an observation period and a
projection period.

The observation period is defined as the period of time for which program effects can be
directly measured using available data. For the SSP evaluation, earnings data are available
through the month of the final survey interview, while SSP payments and |A data are
available for afull five years. However, for consistency across data sources, tablesin this

©Many of the techniques were originally developed for the benefit-cost analysis conducted as part of MDRC's
Demonstration of State Work/Welfare Initiatives (for additional information, see Long & Knox, 1985). Thisreport’s
description of the analytical approach was adapted from previous MDRC reports (Riccio, Friedlander, & Freedman, 1994;
Kemple, Fellerath, & Friedlander, 1995; Miller et al., 2000; Bloom et al., 2000). Minor distinctions were introduced in this
analysis to accommodate the data that were available and the unique features of SSP.

“Annual reports for the 1994-95 fiscal year were used in New Brunswick and annual reports for the 1995-96 fiscal year
were used in British Columbia.
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chapter that show effects for the “observation period” alone include only data from the month
of random assignment through the month of the family’ slast survey interview, which ranges
from four years and four months to five years after random assignment.*

The projection period is the time period between the last month of observed data and
60 months. This period varies by data source; for earnings and related data such as taxes
and fringe benefits, it ranges from zero to eight months, depending upon the family’s
survey date. For |A and SSP payment data, all sample members have at |east five years of
data, so that no projection of effectsis necessary.™

The benefit-cost estimates presented in this chapter are expressed in terms of net
present values per program group member. The “net” in net present value means that,
like the impacts, the estimated amounts represent differences between estimates for
program group members and for control group members. The estimates are in “ present
value”’ terms because the accounting method of “discounting” is used to express the
dollar value today of program effects that occur in the future.** All benefit-cost estimate
amountsin this chapter are expressed in 2000 dollars, eliminating the effects of inflation
on the values.”

Analytical Perspectives

An important aspect of benefit-cost analysis of government programs is determining
who bears any costs or benefits from the program. A program’s effects can sometimes
be gains from one perspective and losses from another. For example, adecreasein
income assistance is viewed as a financial loss from the perspective of the program
group but a gain from the perspective of the government’ s budget. This trade-off makes
it important to consider the perspectives of all the directly affected groups when
assessing each main program effect. The analysis presented here includes the net
benefits and costs of SSP from the perspective of each of the following groups. SSP
program group members, the government budget, and society asawhole. Table 7.1
shows how the expected financial effects of SSP are seen from each of these three
perspectives. The main financial effects are shown asagain (+), aloss (-), or neither a
gain nor aloss (0), according to expectations regarding their value.

\When five-year estimates are shown, they include observed values of income assistance and SSP through the full five
years, but earnings in the months between the last month of follow-up and 60 months must be imputed. If an interview
took place after five years, as happened in 26 cases, only five years of data were used.

13The projection period used assumes that the impacts of SSP disappear after five years. In other words, over time
differences between program and control group members' earnings decay to zero. This pattern was evident in both
provinces.

¥Although many of SSP's costs were incurred early in the program, particularly in the first three years when SSP receipt
was heaviest, some costs and benefits (earnings gains) continued to be realized in later years. Therefore, simply
comparing the nominal dollar value of program costs with benefits over multiple years would be problematic, because a
dollar’svalue is greater in the present than in the future: adollar available today can be invested and may produce
income over time, making it worth more than adollar available in the future. In order to make afair comparison
between benefits and costs over multiple years, it is essential to determine their value at a common point in time — for
example, the present. This determination was accomplished by discounting, a method for reducing the value of benefits
and costs accrued in later years relative to benefits and costs accrued in early years. In the SSP analysis, the end of each
sample member’s first year following random assignment was used as the comparison point for the investment period.
Gains that were accrued after that point were discounted to reflect their value at the end of Year 1. In calculating these
discounted values, it was assumed that a dollar invested at the end of Year 1 would earn ared rate return of five per
cent annually

®Estimates are expressed in constant dollars by using GDP implicit price deflators from Statistics Canada.
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Table 7.1: Examples of Costs and Benefits of SSP, by Accounting Perspective

Accounting Perspective

Program Government

Component of Analysis Group Budget Society
Employment

Increased earnings and fringe benefits + 0 +

Increased tax payments - + 0
Transfer payments

Increased SSP payments + - 0

Decreased IA payments - + 0

Increased El + - 0
Program operating and administrative costs

SSP operating costs 0 - -

Increased administrative cost of SSP payments 0

Decreased administrative cost of IA payments 0 + +
Use of other supports for work

Increased child care subsidies + — 0

Increased transportation/Transition to Work allowances + - 0

The program group’ s perspective identifies net gains or losses for members of the
program group — how they fared as aresult of the program. Asisshownin Table 7.1, the
program group should experience financial gains from increased earnings, SSP payments,
supports for work subsidies, and possibly increased El payments. On the other hand, there
may be financial losses for this group in terms of higher income taxes and decreased income
assistance. If the benefits from earnings and other supports exceed the value of higher taxes
and decreased income assistance, the program may be considered a net financial gain from
the standpoint of the program group. However, this calculation does not take into account
nonfinancial gains or losses that may have value for program group members.

The government budget perspective identifies the combined gains and losses incurred by
the federal and provincial governments that fund such programs. For example, the SSP
evaluation was funded by the federal government, but it islikely that if fully implemented
such a program would be funded and run as a provincial government program. Although this
analysis does not attempt to account for transfers from the federal government to the
provincial governments (such as the Canada Health and Social Transfer [CHST])), it does
present benefits and costs for the federal and provincial governments separately in alater
section. Gainsto the government budget occur through reduced income assistance, increased
income and sal es taxes, and possible decreases in tax credits for low-income families.

The perspective of society as a whole combines the perspectives of two groups: the
program group and those outside the program (the taxpayers who fund the federal and
provincial government budgets). For a given component, a net gain to society occurs only
when a gain to one group is not at the expense of another group. For example, Table 7.1
shows that a gain from earnings and fringe benefits would benefit the program group but is
neither a benefit nor a cost for the government budgets; thus the net result isa gain for
society. A net loss to society occurs when aloss from one perspectiveis not again from
another. For example, the operating cost of SSP represents a cost to the government budgets,
but these costs have no direct financial effect on the program group; thisis considered a cost
to society. Program effects that constitute a net gain from one perspective but a net loss from
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another are considered transfers that have no financial consequences from the societal
perspective. For example, the payments from SSP and income assistance represent a gain for
the program group members who receive them but a cost to the government budget.

When adopting the societal perspective, it is assumed that the value placed on adollar
lost is equivalent for each of the groups. This assumption may not be valid. Typically,
participants in programs such as SSP have much lower incomes, on average, than the average
taxpayer. Thus, it islikely that a dollar is worth more to a member of the program group than
it isto the average taxpayer who funds the government budgets. Nonetheless, this analysis
treats each dollar the same, no matter to whom in society it accrues.

Limitations of the Analysis

This analysis accounts for the major financia effects of SSP, but limitations remain.
First, the costs presented in this chapter include the costs of SSP and IA program services.
While the analysis would have been more completeif it included costs of outside services
such as job search or employment-related training and education whose use could have been
affected by SSP, cost estimates for these outside services were not available. There was no
impact on education at any point in the follow-up. There was a small impact on job-search
workshops at the 18-month follow-up point, but thisimpact did not persist, and the impact on
job-search workshops does not suggest that SSP increased costs to outside agencies that
provided employment services.

Second, although the estimates reflect the best data available, they should be considered
only approximations. SSP was designed and run as an independent program, compl etely
separate and apart from any government-run programs. The program staff and the elaborate
computer systems were serving only SSP participants. If SSP were run as part of — or in
place of — another government program such as income assistance, the operating costs
would likely be lower because of economies of scale.

Third, not all of the effects of SSP are measurable in dollars. There are other kinds of
outcomes that were affected by SSP, such as family and child well-being. This analysis does
not account for these types of nonfinancial effects, but readers should take them into account
when ng the overall value of the program. Moreover, there may be effects of SSP that
were not measured in any way or that the researchers are unaware of. For example, it is
possible that other workers were displaced as aresult of the increased employment of
program group members; such displaced workers may have become unemployed or may
have accepted lower-paying jobs. Similarly, there may be indirect, long-term nonfinancial
benefits brought on by increased work experience and financial stability.

The next section of this chapter describes the major components of the analysis, followed
by adiscussion of the costs of operating SSP and administering the supplement payments. The
chapter then describes the financia benefits of SSP for the observation period and ends with a
discussion of the net benefits and costs of the program from each of the perspectives described
earlier.
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COSTS OF SSP FOR THE OBSERVATION PERIOD

Figure 7.1 illustrates the main components of the SSP cost analysis. It shows that the
gross cost of SSP for each program group member (Box D) is made up of three main
components. expenditures on program operating costs (Box A), expenditures on transfer
payments (Box B), and expenditures for supports for work (Box C).

The costs that would have accrued to the government for SSP sample members in the
absence of SSP are represented by the control group. These costs are shown in the second
column. The gross cost for each control group member (Box H) is made up of three main
components. expenditures on |A operating costs (Box E), expenditures on |A and EI transfer
payments (Box F), and expenditures on support services (Box G).

The net cost of SSP — that is, the cost per program group member — is shown in Box N.
The net cost is obtained by subtracting the gross cost per control group member (Box H)
from the gross cost per program group member (Box D).

This section presents estimates of the costs of SSP per program group member during the
observation period. It will show the variation in the costs of SSP across program components
and support services. Thisinformation may be useful to administrators and planners who
want to understand the nature of the government’ sinvestment in SSP. For example, by
examining the costs presented in this section it is possible to determine which pieces of the
program account for most of SSP’s costs.

SSP Operating Expenditures

SSP operating expenditures cover costs for all program group members and are allocated
across four main program activities: outreach, orientation, pre-supplement activities, and
supplement initiation and payment-rel ated activities. The average cost per program group
member was calculated first by estimating a unit cost — the cost per participant (for one-time
activities) or per month of participation (for ongoing activities). The unit cost includes staff
time spent operating the activity and any associated overhead costs, including office expenses
and management.* The unit cost was then multiplied by the participation rate (for one-time
activities) or the average number of months of participation (for longer-term activities).”

Table 7.2 presents the estimated unit and gross costs of operating SSP per program group
member. The total operating cost averaged $1,267 per program group member. SSP was
somewhat more expensive to operate in British Columbiathan it wasin New Brunswick: on
average, $1,367 per program group member, compared with $1,127. It is not surprising that
operating costs were more expensive in British Columbia, given that the two economic
markets are so different. For example, costs for the subcontractors, equipment and
maintenance, and leases were all more expensive in British Columbiathan in New
Brunswick.

180ffice expenses and management were allocated to the various activities on the basis of the percentage of staff time spent
on each of the activities.

" The average months of participation in a given activity include values of zero for program group members who never
participated in the activity. All operating expenditures are adjusted to exclude research-related costs. It was estimated that
10 per cent of staff time was devoted to research-related requirements; thistimeis not included as part of the cost of
program operations.
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Program Group Members

Figure 7.1: Simplified Diagram of the Major Components of Gross and Net SSP Costs
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Outreach

Activities categorized as outreach included all activities related to contacting and talking
with program group members prior to their participation in an orientation session. It included
staff activities such as writing and sending letters inviting program group members to come
to an orientation session to learn more about SSP and the services it offered.

Table 7.2 shows that the average cost for conducting outreach was $25. It was somewhat
more expensive in New Brunswick ($31) than in British Columbia ($21). Given that outreach
was the initial tool used by staff to inform program group members about SSP and the
program staff devised ways to reach al potentia participants, either in person or in writing,
the participation rate for this component was 100 per cent.

Table 7.2: Estimated Unit and Gross Costs for SSP Program Services, by Province

Average Average Cost
Costs per Monthly Average per Program
Participant Cost Percentage Months Group Member

Expenditures by SSP Offices (%) (%) Participating Participating (%)
Total (both provinces)
Outreach 25 n/a 100.0 one time 25
Group or individual orientation 150 n/a 97.6 one time 146
Pre-supplement contact® n/a 20 100.0 9.9 198
Supplement initiation and

payment-related activities” n/a 123 34.0 7.3 898
Total operating costs® 1,267
British Columbia
Outreach 21 n/a 100.0 one time 21
Group or individual orientation 203 n/a 96.5 one time 196
Pre-supplement contact® n/a 20 100.0 10.2 200
Supplement initiation and

payment-related activities” n/a 146.52 ¢ 32.6 6.5 950 ¢
Total operating costs® 1,367
New Brunswick
Outreach 31 n/a 100.0 one time 31
Group or individual orientation 108 n/a 99.0 one time 107
Pre-supplement contact® n/a 19 100.0 9.6 184
Supplement initiation and

payment-related activities” n/a 98 35.3 8.2 806
Total operating costs® 1,127

Sources. Calculations from SRDC expenditure reports for fiscal year 1994-95, time sheets prepared by Vinge and Family Services caseworkers,
and SSP's Program Management Information System (PMIS).
Notes: The costs shown are in 2000 dollars.
These costs are for the observation period. The observation period for each sample member extends from random assignment through the
month of the family’s 54-month survey interview. These estimates are based on operating expenses incurred from April 1994 through
March 1995. This base year was chosen because it is considered a steady-state period of program operations.
8t is assumed that those who never took up the supplement participated in pre-initiation activities for 12 months. This assumption may
underestimate the unit cost for this service but overestimate the average number of months participating.
®This cost does not include the actual SSP payments or the cost of administering the payments.
°This cost does not include the cost of SSP's PMIS, which is the computer system used to record activities and track cases.
“This estimate should be viewed with caution. The average monthly cost of this component is somewhat lessif calculated using
expenditure data for fiscal year 1996. For consistency across data sources, fiscal year 1995 expenditures are shown here.
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Orientation

Orientation included all group and individual orientation sessions, as well as subsequent
information sessions. It included staff time spent preparing for and conducting the sessions,
traveling to and from group orientation sessions held in locations other than the SSP offices,
and making home visits to conduct individual sessions.

Table 7.2 shows that the average cost for group and individua orientation sessions was
$150 per participant, which trand ates into $146 per program group member. Orientation was
much more expensive to conduct in British Columbiathan it wasin New Brunswick. The cost
per program group member was $196 in British Columbia compared with $107 in New
Brunswick.®®

Pre-Supplement Contact

Pre-supplement contact included activities that occurred between a program group
member’ s orientation and the time at which she took up the supplement. For those who did
not take up the supplement, this would be the one-year time period in which they could have
taken up the supplement. The types of services offered during this period included, for
example, information sessions on SSP work requirements and referral s to outside agencies
that provided job-search and child care assistance.

The cost for pre-supplement activities was around $200 in both provinces. The average cost
per month was about $20, and the average number of months in this pre-initiation phase was
about 10.*

Supplement Take-Up and Payment-Related Activities

Program activities related to initiating the supplement and settling payment-related issues
after beginning to receive the supplement are combined in the fourth row of each panel of the
table. These include checking the participants’ fulfillment of job requirements and
completing supplement voucher requirements each month. The cost shown in Table 7.2 does
not include the payments themselves or any administrative costs associated with the
payments or the payment office, which was in adifferent location from the SSP program
office.

Asisshown in Table 7.2, this was the most expensive component in terms of program
operations and costs — $898 per program group member. The cost for post-initiation
activities was higher in British Columbiathan in New Brunswick: $950 in British Columbia
and $806 in New Brunswick.

It may seem somewhat surprising that the payment-related expenses would be so costly,
given that there was a payment office in Halifax that was designed to handle any payment-
related issues with the participants (recall that the cost presented in Table 7.2 does not

8There are several possible reasons for the differencein costs of this component. Some of the difference can be explained
by the economic markets in the two provinces. Another possible explanation is related to a difference in the number of
orientations conducted in the base year relative to other years in the two provinces; there were fewer orientations
conducted in British Columbiain the base year.

®For those who took up the supplement, the number of months between their orientation and the date they took up the
supplement was defined as the pre-initiation phase. It was assumed that those who never took up the supplement
participated in these activities for the full 12 months. This assumption may underestimate the unit cost for this service but
overestimate the average number of months of participation.
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include any payment office expenditures). However, as the program progressed, the
participants became comfortable dealing with their SSP case managers. As aresult, they
preferred to address any issues regarding their supplement payments with their SSP case
managers as opposed to workers at the payment office. Case managers at the site offices
therefore spent a significant amount of time on these types of activities. It islikely that these
and other operating costs would be significantly lower if SSP were operated as an ongoing
government program.

Operating Costs of SSP in a “Real World” Context

Because SSP was a demonstration and evaluation, many of the program office and
staffing structures were different from what they would be in a*“real world” context. This
section outlines some of the ways in which the operating costs observed in the demonstration
may differ from what would occur if SSP were operated as an ongoing program.

First, as was mentioned earlier, the SSP demonstration was run completely independently
of other government programs. All of the staff, office equipment, and complex management
information systems that were developed were paid for by SSP and used exclusively for SSP-
related functions. If SSP were run as an ongoing government program either the expenses
and resources would be shared by other such programs or the services would be
subcontracted out to existing community agencies.”

Second, staff-to-participant ratios may differ somewhat in an ongoing program. SSP was
generously staffed, partly to prepare for the possibility of a high take-up rate and partly to
handle the large task of orientation. When orientation was compl eted, staff levels were not
reduced initially. Therefore staff had more time to work with participants who eventually took
up the supplement, as well as those who did not. It isimportant to note that the “extra’ time
staff spent with clientsin SSP could have contributed to the positive effects of the program.

Third, because of the nature of the demonstration and evaluation of SSP, many of the
tasks performed by staff were very comprehensive and perhaps more extensive than might be
found in an ongoing program. Examples include the in-home orientation meetings with
participants prior to supplement initiation and the comprehensive verifications of
employment at initiation and after participants started to receive supplement payments. Other
examples include the extremely detailed and careful notes kept by staff on the information
systems and the follow-up contacts with participants who lost their jobs after initiating the
SSP supplement payments, reminding them of the option to go back to work and continue
receiving the supplement.

It isimportant to keep in mind that some of the additional attention and services offered
to participants in SSP were part of the design of the program and likely contributed to its
positive effects. Without these added services and, as aresult, costs, the program might not
have produced the same resullts.

Dstart-up costs related to the development of the program and the program management information systems are not
included as part of the costs presented in this analysis.
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Transfer Payments and Administrative Costs of Payments

Transfer payments were cash assi stance payments made to program and control group
members throughout the observation period. For program group members, cash assistance
could include the SSP supplement and |A payments. For the control group, transfer payments
included 1A payments but not the SSP supplement. For both groups transfer payments also
included El payments.

The administrative cost of SSP payments included expenses associated with
administering the supplement payments and the costs associated with the payroll officein
Halifax. Administrative costs of |A paymentsincluded all costs associated with operating the
IA program and administering |A payments. Costs associated with the program management
information systems for the two programs were calculated separately.

Table 7.3 presents the costs associated with transfer payments and administration of these
payments, as well as costs for the program management information systems and
expenditures on support services.” The costsin Table 7.3 are estimated for the observation
period. They are expressed in 2000 dollars and discounted to the first year of follow-up.?
During the observation period, transfer payments cost $39,415 per program group member
and $36,153 per control group member. In other words, program group members gained on
average $3,262 in transfers over the observation period. This increase is due to the average of
$6,678 in SSP supplements program group members received, which more than made up for
the $3,401 average lossin |A payments relative to the control group.

Although SSP could have increased the amount of unemployment compensation (EI)
program group members received because more program group members worked and were
eligible for El benefits, the table shows that there was actually a slight decrease of $15 in this
benefit. This differenceis not statistically significant.

The average gross cost of administering the SSP supplement payments was $409. As one
would expect, some of the cost of supplement administration was offset by savings on the
administration of 1A payments; there were savings of $176 on A administration.

The third panel of Table 7.3 presents the costs for the program management information
systems. Interestingly, the cost of information management was much higher for income
assistance than for SSP. Most of the difference in the cost between the two program systems
isexplained by longer periods of 1A receipt compared with SSP receipt over the five-year
period.?

2Transition to Work allowances were available only in British Columbia

2These and other effects shown in this chapter are somewhat different from those presented in Chapter 3 because they are
discounted and adjusted for inflation.

ZFor example, on average, program group members were participating in some way in the SSP program for 17.2 months,
compared with 36.3 months of |A receipt over the five-year period. Another reason for the difference may be that an
adjustment was made for the fact that applicants for income assistance were not part of this analysis but were part of the
expenditures for program management information systems. This adjustment may have resulted in alower cost estimate.
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Table 7.3: Estimated SSP Impacts on Transfer Payments and Administrative Costs of Payments
During the Observation Period

Type of Payment or Cost Program Group Control Group Difference
Transfer payments ($)

Income assistance 31,382 34,783 -3,401 ***
SSP supplement 6,678 0 6,678 ***
Employment Insurance® 1,355 1,370 -15
Total transfer payments 39,415 36,153 3,262 ***
Administrative costs of transfer payments ($)

Income assistance 1,560 1,736 -176 ***
SSP supplement 409 0 409 ***
Employment Insurance” 20 16 4 wxx
Total administrative costs of transfer payments 1,989 1,752 237 ***
Program management information systems®

SSP management information systemd 78 0 78

IA management information systemd 338 378 -40
Total program management information systems 416 378 37
Supports for work® ($)

Child care subsidies' 795 745 50
BC transportation/Transition to Work allowances® 97 39 57 ***
Total supports for work 891 784 107 **

Sources. Calculations from income assistance (IA) administrative records; payment records from SSP’s Program Management Information
System (PM1S); Employment Insurance (El) administrative records; annual reports for the provinces of British Columbia (1995~
96) and New Brunswick (1994-95); and 18-month, 36-month, and 54-month follow-up survey data.

Notes:  The costs shown arein 2000 dollars.

All costs are discounted and adjusted for inflation except PMIS costs, which are not discounted.

The observation period for each sample member extends from random assignment through the month of the family’s 54-month

survey interview.

°El data are available only through December 1997, whereas IA and SSP data extend through December 2000. Therefore El
payments may be underestimated somewhat.

PExact information regarding unemployment benefit administrative costs was not readily available. Bloom et al. (1999) estimate the
operating cost per claim (initial and renewal), processed from application to adjudication, to be $70.

“Differences in these costs were not tested for statistical significance.

“These costs do not include the costs associated with purchasing new computer hardware or software or the design of the systems.

SAdministrative costs of support service payments were not estimated.

'Data on child care subsidies were not available. The estimates of subsidy amounts presented in this table were imputed for the
observation period from self-reported child care subsidy amounts received during the six months prior to each of the follow-up
surveys (18, 36, and 54 months after random assignment). These estimates are based on the subsidies of working parents who had
children under the age of 7 at any point in the observation period.

9These estimates are for the province of British Columbia only. Before 1996 this category included only transportation subsidies. In
1996 transportation subsidies were replaced with “Transition to Work” benefits, which include both transportation subsidies and
child care surcharge allowances.

Expenditures by Non-SSP Agencies

The provinces offered a number of supports to low-income persons returning to work
from welfare. These supports included, for example, child care subsidies and transportation
allowances. Government-funded child care subsidies were offered to families with small
children who used approved daycare arrangements. A Transition to Work allowance was a so
offered to working low-income families in British Columbia. Prior to 1996 this allowance
included transportation subsidies, and after 1996 it included transportation subsidies and
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child care surcharge allowances.** The child care surcharge allowances are separate from the
provincia child care subsidies offered to working families.

Although SSP did not offer any child care subsidies or Transition to Work allowances, it
is plausible that agencies providing these kinds of services may have experienced an increase
in expenditures for program group members as aresult of SSP'simpact on full-time
employment. It is also important to note that these kinds of services were equally availableto
control group members who went to work full time.

The bottom panel of Table 7.3 presents the estimated expenditures on child care subsidies
and Transition to Work allowances.” Any SSP staff time spent on providing program group
members with information about — or referrals to — these outside programsis covered in
Table 7.2. Asthe table shows, expenditures on child care subsidies were $795 for program
group members, compared with $745 for control group members, for a difference of $50.

Though the difference is not shown in this table, the impacts on child care subsidies
differed substantially by province. On average, program group membersin British Columbia
received $255 more than control group members over the observation period. In New
Brunswick program group members received $178 less than control group members over the
observation period.® Because child care subsidies are offered only for formal care
arrangements, the types of care arrangements are important in determining subsidy amounts.
Evidence from Chapter 5 suggests that some of the difference in subsidies between the
provincesis due to different types of child care arrangements, particularly for program group
members. For example, tables D.10 and D.12 show that in New Brunswick there was a
positive impact on informal care as opposed to no impact on formal care for young children
at the 36-month follow-up survey. This pattern suggests that SSP familiesin New Brunswick
may have switched from formal to informal arrangements when they went to work, and this
change could help explain the different costs for child care between the provinces.

Total Gross and Net Costs

Table 7.4 summarizes the estimated gross and net costs per sample member for the full
five years. For example, it shows the total gross cost of SSP, including transfer payments,
program services and administration, and support service costs, for each member of the study
sample. The estimated total gross cost of SSP per program group member was $45,881 and
the cost for each control group member was $41,063.

For both the program and control groups, 90 per cent or more of the total gross cost was
transfer payments. Program operation and administration of SSP and income assistance, shown
in the second pand of the table, accounted for a greater percentage (eight per cent) of the
program group’ s gross cost than of the control group’s gross cost (five per cent). The
remainder of the total gross cost was expended on the provision of support servicesto sample
members.

2New Brunswick has atransportation subsidy that is provided to social assistance clients for training or education programs.
Transportation to employment is provided until the first paycheque.

Child care subsidy datawere not available. The estimates presented here are imputed for the observation period on the
basis of child care subsidy amounts sample group members reported receiving during the six months prior to each of the
follow-up surveys (18, 36, and 54 months after random assignment). These estimates are based on the reports of working
parents who had children under the age of 7 at any point in the observation period.

The average amount of child care subsidies received by sample members also differed substantially by province, with New
Brunswick showing lower average costs.
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Table 7.4: Five-Year Estimated Gross Costs and Net Costs of SSP

Gross Cost per Gross Cost per Net Cost per
Program Group Control Group Program Group
Member ($) Member ($) Member ($)
Type of Payment or Cost (A) (B) (C) = (A-B)
Cost of transfer payments
SSP or |IA transfer 39,862 36,673 3,188
El transfer® 1,355 1,370 -15
Total transfer payments 41,217 38,044 3,173
Operating and administration of paymentsb
Operating and administration® 3,353 1,854 1,499
SSP’s Program Management Information Systemd 416 378 37
Total program operations and administration 3,769 2,232 1,537
Supports for work®
Child care subsidies' 795 745 50
BC transportation/Transition to Work allowance® 100 42 58
Total supports for work 895 787 108
Total cost 45,881 41,063 4,818

Sour ces: Calculations from income assistance (1A) administrative records; payment records from SSP’'s Program Management Information System
(PM1S); Employment Insurance (El) administrative records; SRDC expenditure reports for Systemhouse, Vinge and Family Services;
annual reports on expenditures from the provinces of British Columbia (1995-96) and New Brunswick (1994-95); and 18-month, 36-
month, and 54-month follow-up survey data.

Notes:  The costs shown arein 2000 dollars.
All costs are discounted and adjusted for inflation except operating and PMIS costs, which are not discounted.

Five-year estimates include observed values of 1A and SSP payments, but some months of earnings were imputed for those individuals who
had fewer than five years of earnings data available.

°El data are available only through December 1997, whereas IA and SSP data extend through December 2000. Therefore EI payments may
be underestimated somewhat.

®Operating and PM IS costs were not projected to five years. These estimates reflect the cost of operating SSP for the observed period,
which is approximately four and ahalf years.

“Operating costs for income assistance are included in the cost of administering the |A transfer payment.

9PMIS costs do not include the costs associated with purchasing new computer hardware or software or the design of the systems.

SAdministrative costs of support service payments were not estimated.

'Data on child care subsidies were not available. The estimates of subsidy amounts presented in this table were imputed from self-reported
child care subsidy amounts received during the six months prior to each of the follow-up surveys (18, 36, and 54 months after random
assignment). These estimates are based on the subsidies of working parents who had children under the age of 7 at any point in the
observation period.

9These estimates are for the province of British Columbia only. Before 1996 this category included only transportation subsidies. In 1996
transportation subsidies were replaced with “ Transition to Work” benefits, which include both transportation subsidies and child care
surcharge allowances.

The net cost of SSP per program group member isthe total gross cost per program group
member over and above the total gross cost per control group member, represented in Figure 7.1
by Box N. Over the five-year period, the estimated net cost per program group member was
$4,818.

FINANCIAL BENEFITS OF SSP

This section presents estimates of the net financial benefits of SSP per program group
member during the observation period. These take into account earnings, fringe benefits,
taxes, and tax credits. (Transfer payments, which were also a benefit for sample members,
were discussed in the previous section because they represent a cost to government budgets.)
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Earnings and Fringe Benefits

Chapter 3 shows that SSP produced gains in employment and earnings for program group
members (compared with control group members) during the follow-up period for the impact
analysis. Table 7.5 shows that the value of gainsin earnings over the observation period was
on average $3,499 per program group member (in 2000 dollars).”

Table 7.5: Estimated SSP Impacts on Earnings, Personal Taxes, and Tax Credits During the
Observation Period

Qutcome Program Group  Control Group Impact
Earnings ($)

Earnings 20,123 16,624 3,499 ***
Fringe benefits® 3,037 2,509 528 ***
Total earnings and fringe benefits 23,160 19,133 4,027 ***
Personal taxes and premiums ($)

Federal income tax 1,529 818 711 ***
Provincial tax 816 431 386 ***
Provincial surtax 7 12 -5
Sales tax” 5,785 5,331 454 ***
El premiums® 493 395 98 ***
CPP premiums® 456 366 90 ***
Total taxes and premiumsd 9,086 7,353 1,733 ***
Tax credits ($)

Canada Child Tax Benefit 7,164 7,492 -328 **
GST credits 2,379 2,421 -41 *
Working Income Supplement 120 122 -2

BC Earned Income Benefit 17 20 -3
NB Working Income Supplement 6 5 1+
Total tax credits® 9,687 10,060 -373 **

Sour ces: Calculations from 18-month, 36-month, and 54-month follow-up survey data and federal and provincial tax regulations as
provided in the 2000 Canadian Master Tax Guide, the Canada Customs and Revenue Agency (CCRA) 1999 Tax Guide and
Forms, and government publications.

Notes:  The costs shown are in 2000 dollars.
Estimates reflect discounting and adjustment for inflation.

The observation period for each sample member extends from random assignment through the month of the family’s 54-

month survey interview.

Fringe benefitsinclude annual vacation pay, employer contributions to Employment Insurance (El) and Canada Pension Plan
(CPP) premiums, statutory holidays, and Worker’s Compensation. In New Brunswick legislated fringe benefits for 1999
were mandated at 15.09 per cent of total annual base payroll costs. This estimate was also applied to British Columbia
recipients.

®The source for the proportion of income spent on taxable items is the Department of Finance. Sales tax is estimated using net
income (estimated income after taxes and credits).

°El and CPP premiumsinclude only the employee contribution. The employer contribution isincluded as part of fringe
benefits of employment.

Although the federal surtax was paid by afew individuals in the sample, the average payment was less than $1.00 per year.
Therefore, thistax is not included in tax and premium calculations.

Other credits, including the BC Family Bonus and the New Brunswick Child Tax Benefit, are not included because the
average credit was nearly $0.

2"Earnings effects presented here are somewhat different from those presented in Chapter 3, because of discounting,
inflation adjustment, and the use of all follow-up data available for each sample member.
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Fringe benefits were also a part of sample members' total compensation from working.
Fringe benefits include employer-provided life insurance, pension contributions, workers
compensation, additional health benefits (over and above those provided to all Canadians by
the government), vacation, and statutory holidays. On the basis of published data, these
benefits were estimated at 15.1 per cent of the total annual base earnings.® Asis shownin
Table 7.5, the average increase in earnings of $3,499 per program group member plus an
additional $528 in fringe benefits yielded an average increase in total work-related
compensation of $4,027 per program group member during the observation period.

Personal Taxes and Credits

Because SSP increased taxable income through increased earnings and the SSP
supplement, it was expected that the program would also increase federal and provincial
income taxes, payroll taxes, and, as aresult, sales taxes.® Tax payments, along with the
Canada Child Tax Benefit and Goods and Services Tax (GST) credits, were imputed from
the relevant earnings and income base, to which tax rates and rules for the 1999 tax year were
applied.* Table 7.5 shows that total personal taxes and premiums increased by $1,733 per
program group member during the observation period. Almost two thirds of the increase is
attributable to federal ($711) and provincial ($386) income taxes.

The increase in income taxes was not accompanied by an increase in tax credits. In fact,
because the Canada Child Tax Benefit and GST credits were based on taxable income and
SSP increased income for program group members, the program group experienced a $373
loss in these types of credits for the observation period.

NET GAINS AND LOSSES OF SSP BY ACCOUNTING
PERSPECTIVE OVER FIVE YEARS

Table 7.6 summarizes SSP' s main (financial) effects from the perspectives of the
program group sample members, the government budgets, and society as awhole, for afull
five years after random assignment. Differences between the program group and the control
group were defined as gains (indicated by positive values) and losses (indicated by negative
values). A value of zero is not considered a gain or aloss for the accounting perspective to
which it applies. The results were then added to obtain an estimate of the overall net gain or
loss of the SSP program from each perspective. Because the table presents the results of SSP
for afive-year period, values presented here are somewhat different from those shown in
earlier tablesin this chapter.™

BNew Brunswick’s legislated fringe benefits for 1999 were mandated at 15.1 per cent of total annual base payroll costs.
This estimate was also applied to British Columbia recipients.

2\t was expected that sales taxes would increase as a result of increased income because program group members would
spend more on taxable items.

%The source for the tax rules was the 2000 Canadian Master Tax guide and the Canada Customs and Revenue Agency 1999
tax guide and forms.

SLAll financial costs and benefits in this table are based on recorded data, with the exception of earnings, fringe benefits, and
taxes (because they are imputed from earnings). Earnings, fringe benefits, and taxes include a short projection period of
zero to eight months to cover the entire five-year period. The projection period varied depending on the date of the 54-
month survey.
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Table 7.6: Five-Year Estimated Net Gains and Losses per SSP Program Group Member, by
Accounting Perspective

Accounting Perspective

Program Government

Component of Analysis Group Budget Society
Financial effects ($)

Transfer payments 3,173 -3,173 0
Transfer payment administration® 0 -232 -232
Operating cost of SSP° 0 -1,267 -1,267
Program Management Information Systemb 0 -37 -37
Supports for work® 108 -108 0
Earnings and fringe benefits 4,100 0 4,100
Taxes and premiumsd -1,732 1,732 0
Tax credits -394 394 0
Net gain or loss (net present value) ($) 5,256 -2,691 2,565

Sources: Calculations from income assistance (IA) administrative records; payment records from SSP' s Program Management
Information System (PMIS); El (Employment Insurance) administrative records; SRDC expenditure reports for
Systemhouse, Vinge and Family Services; annua reports for the provinces of British Columbia (1995-96) and New
Brunswick (1994-95); 18-month, 36-month, and 54-month follow-up survey data; and federal and provincial tax regulations
as provided in the 2000 Canadian Master Tax Guide, the Canada Customs and Revenue Agency (CCRA) 1999 Tax Guide
and Forms, and government publications.
Notes: The costs shown arein 2000 dollars.
All costs are discounted and adjusted for inflation except operating and PMIS costs, which are not discounted.
Five-year estimatesinclude observed values of 1A and SSP payments, but some months of earnings were imputed for those
sample members who had fewer than five years of earnings data available.
Rounding may cause slight discrepancies in sums and differences.
4 A operating costs are part of payment administration. For A this cost does not include any outreach or orientation.
POperating and PM IS costs were not projected to five years. These estimates reflect the cost of operating SSP for the
observed period, which is approximately four and a half years but varies with the date of the 54-month survey interview.
“Includes imputed child care subsidies for both provinces and Transportation/Transition to Work benefitsin British Columbia.
4Amounts shown include the employee portion of El and Canada Pension Plan (CPP) premiums. The employer contribution to
these premiums isincluded as part of fringe benefits of employment. The employee portion of CPP premiumsis counted as a
cost to the program group for simplicity. However, these costs would likely be more than offset by future pension payments.

Perspective of the Program Group

The first column of Table 7.6 presents the benefits and costs of SSP from the perspective
of members of the program group. The column presents differences in average transfer
payments, operating costs, support service payments, earnings and fringe benefits, income
taxes, and tax credits for the program group compared with the control group. Over the five-
year period, families in SSP experienced on average anet financial gain of $5,256. The
majority of this gain came through increased earnings and fringe benefits from working
($4,100). Transfer payments from SSP and income assi stance accounted for $3,173 of the
gain. As aresult of increased income from working, the program group experienced an
average loss of $2,126 through increased taxes and lower tax credits.

Perspective of the Government Budget

The second column of Table 7.6 shows the gains and |osses of SSP from the perspective
of the government budget. In this table, this perspective includes both the federal and the
provincia government budgets. A later section will describe the apportionment of the costs
between these two budgets.

As the table shows, the government budget experienced afinancia loss of $2,691 per
program group member. The majority of thisloss came in the form of increased transfer
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payments to the program group. Interestingly, more than two thirds of the lossin transfer
payments was recovered in the form of increased income tax payments from the program

group.

Perspective of Society

Thelast column of Table 7.6 presents the benefits and costs of SSP from the perspective of
society as awhole. Aswas described earlier, the estimates for society are the sum of the
perspectives of the program group and the government budgets. The gains to society represent
gainsto the SSP families from earnings and fringe benefits. These gains were not offset by any
costs to the government budgets. L osses to society are due mainly to increased coststo the
government for administration of transfer payments and program operations. The net financia
gain to society from SSP was $2,565 for five years per program group member. In other words,
SSP was cost-effective from the socia perspective. SSP families' gains outwelghed losses to
the government budgets.

Another way to summarize SSP' sfinancial effects across these perspectivesisto examine
the ratio between government costs and gains to families. The government spent about $2,700
over five years ($540 per year) more per program group member than it would have under the
traditiona A system. SSP families gained on average $5,256 over five years ($1,051 per year).
The reason that families gained even more than the government spent is that families
responded to the program by increasing their earnings, so that not all of the gain to families
was from transfer programs. For each dollar of financia gainsto families, the cost to the
government was only 51 cents.

Net Gains and Losses of SSP by Province

Table 7.7 presents the net gains and losses by accounting perspective for each of the
provinces separately. The overal picture for the two provincesis similar, with SSP providing
gainsfor SSP families, losses for the government budget, and gains for society as awhole.
The first column on the left shows that the program group had higher gains, on average, in
British Columbiathan in New Brunswick. The difference in gainsis primarily due to higher
transfer and support service paymentsin British Columbia. In fact, SSP familiesin New
Brunswick received over $1,300 more than SSP familiesin British Columbiain income from
earnings and fringe benefits. The higher earningsin New Brunswick are due to the longer-
lasting impacts in that province (see Table C.3). The higher financial gain from earningsin
New Brunswick was more than offset by higher transfers and support service paymentsin
British Columbia, making the program group only marginally better off in British Columbia.

While families were relatively better off in British Columbia, the government in New
Brunswick experienced more positive outcomes. The loss to the government budgetsin New
Brunswick was only $1,660 compared with $3,493 in British Columbia. At the same time,
the gainsto society in New Brunswick were $3,375 — higher than those in British Columbia.
Higher transfer and support-service paymentsin British Columbia explain amost three
fourths of the difference in government budget |osses. Higher income taxes and tax creditsin
New Brunswick explain most of the additional difference.

SSP was efficient in both provinces, but more so in New Brunswick. In British Columbia
each dollar increase to families cost the governments about 66 cents. In New Brunswick each
dollar increase to families cost the governments only about 33 cents.
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Table 7.7: Five-Year Estimated Net Gains and Losses per SSP Program Group Member, for Each
Province by Accounting Perspective

Accounting Perspective

Program Government

Component of Analysis Group Budget?® Society

British Columbia

Financial effects ($)
Transfer payments 3,489 -3,489 0
Transfer payment administration® 0 -219 -219
Operating cost of SSP° 0 -1,367 -1,367
Program Management Information System® 0 -32 -32
Supports for work® 348 -348 0
Earnings and fringe benefits 3,419 0 3,419
Taxes and premiums® -1,687 1,687 0
Tax credits -276 276 0

Net gain or loss (net present value) (%) 5,294 -3,493 1,801

New Brunswick

Financial effects ($)
Transfer payments 2,688 -2,688 0
Transfer payment administration® 0 -240 -240
Operating cost of SSP° 0 -1,127 -1,127
Program Management Information System® 0 -56 -56
Supports for work® -167 167 0
Earnings and fringe benefits 4,797 0 4,797
Taxes and premiums® -1,751 1,751 0
Tax credits -533 533 0

Net gain or loss (net present value) (%) 5,035 -1,660 3,375

Sources. Calculations from income assistance (IA) administrative records; payment records from SSP' s Program Management Information
System (PM1S); Employment Insurance (El) administrative records, SRDC expenditure reports for Systemhouse, Vinge and
Family Services; annual reports for the provinces of British Columbia (1995-96) and New Brunswick (1994-95); 18-month, 36-
month, and 54-month follow-up survey data; and federal and provincial tax regulations as provided in the 2000 Canadian Master
Tax Guide, the Canada Customs and Revenue Agency (CCRA) 1999 Tax Guide and Forms, and government publications.
Notes: The costs shown arein 2000 dollars.
All costs are discounted and adjusted for inflation except PMIS costs, which are not discounted.
Five-year estimatesinclude observed values of 1A and SSP payments, but some months of earnings were imputed for those sample
members who had fewer than five years of earnings data available.
Rounding may cause slight discrepancies in sums and differences.
#The government budget perspective includes federal and provincial government budgets combined.
P| A operating costs are part of payment administration. For IA this cost does not include any outreach or orientation.
“Operating and PMIS costs were not projected to five years. These estimates reflect the cost of operating SSP for the observed
period, which is approximately four and a half years but varies with the date of the 54-month survey interview.
“Includesimputed child care subsidies for both provinces and Transportation/Transition to Work benefitsin British Columbia.
SAmounts shown include the employee portion of El and Canada Pension Plan (CPP) premiums. The employer contribution to
these premiums is included as part of fringe benefits of employment. The employee portion of CPP premiumsis counted as a
cost to the program group for simplicity. However, these costs would likely be more than offset by future pension payments.

Net Gains and Losses of SSP for Federal and Provincial Governments

Table 7.8 presents the benefits and costs of SSP from the perspective of the federal and
provincia government budgets separately. The perspective of the federal government does not
include any gains or losses from SSP or A payments, or from operating costs of the programs.
Although the SSP demonstration was funded by the federal government, the costs for operating
SSPin each of the provinces are alocated to the provincial government in this analysis.® The
federa government perspective does not account for transfersto the provincial governments

®t is assumed that if SSP were to operate as an ongoing program, the provincial government would fund such a program as
an aternative to the current social assistance program (which is funded by the provincial government).
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such asthe CHST. Similarly, the perspective of the provincia government does not include
any financia gainsfrom federal government transfers to the provinces.

Table 7.8: Five-Year Estimated Net Gains and Losses per SSP Program Group Member, for
Each Province by Federal and Provincial Government Budget Perspectives

Accounting Perspective

Federal Government Provincial Government
Component of Analysis Budget Budget
Total (both provinces)
Financial effects ($)
Transfer payments 15 -3,188
Transfer payment administration® -4 -228
Operating cost of SSP" 0 -1,267
Program Management Information System” 0 -37
Supports for work® 0 -108
Earnings and fringe benefits 0 0
Taxes and premiumsUI 1,120 612
Tax credits 391 3
Net gain or loss (net present value) ($) 1,522 -4,213
British Columbia
Financial effects ($)
Transfer payments -214 -3,276
Transfer payment administration® -5 -214
Operating cost of SSP" 0 -1,367
Program Management Information Systemb 0 -32
Supports for work® 0 -348
Earnings and fringe benefits 0 0
Taxes and premiumsUI 1,115 572
Tax credits 264 11
Net gain or loss (net present value) ($) 1,161 -4,654
New Brunswick
Financial effects ($)
Transfer payments 255 -2,943
Transfer payment administration® -3 -237
Operating cost of SSP" 0 -1,127
Program Management Information Systemb 0 -56
Supports for work® 0 167
Earnings and fringe benefits 0 0
Taxes and premiumsUI 1,104 646
Tax credits 538 -5
Net gain or loss (net present value) ($) 1,894 -3,554

Sources. Calculations from income assistance (IA) administrative records; payment records from SSP’s Program Management Information
System (PM1S); Employment Insurance (El) administrative records, SRDC expenditure reports for Systemhouse, Vinge and
Family Services; annual reports for the provinces of British Columbia (1995-96) and New Brunswick (1994-95); 18-month, 36-
month, and 54-month follow-up survey data; and federal and provincial tax regulations as provided in the 2000 Canadian Master
Tax Guide, the Canada Customs and Revenue Agency (CCRA) 1999 Tax Guide and Forms, and government publications.
Notes:  The costs shown arein 2000 dollars.
All costs are discounted and adjusted for inflation except PMIS costs, which are not discounted.
Rounding may cause slight discrepanciesin sums and differences.
Five-year estimatesinclude observed values of 1A and SSP payments, but some months of earnings were imputed for those
sample members who had fewer than five years of earnings data available.
4l A operating costs are part of payment administration. For 1A this cost does not include any outreach or orientation.
POperating and PM IS costs were not projected to five years. These estimates reflect the cost of operating SSP for the observed
period, which is approximately four and ahalf years.
“Includes imputed child care subsidies for both provinces and Transportation/Transition to Work benefitsin British Columbia.
4Amounts shown include the employee portion of El and Canada Pension Plan (CPP) premiums. The employer contribution to
these premiums is included as part of fringe benefits of employment. The employee portion of CPP premiumsis counted as a
cost to the program group for simplicity. However, these costs would likely be more than offset by future pension payments.

-140-



The top panel of the table presents the results for the provinces combined. The first
column shows that the federal government budget experienced a net financial gain of
$1,522 over the five-year period. Thisgain is primarily from increased income taxes and
decreased tax credits for SSP families. The provincia government experienced a financial
loss of $4,213 per program group member. Thisloss is mainly due to higher transfer
payments for the program group.

The second and third panels of the table present the net gains and losses for the two
types of government budgets, by province. In both provinces SSP produced net financial
gainsfor the federal government and losses for the provincial governments. Asis
consistent with earlier findings, federal government gains were larger and provincial
government losses were smaller for New Brunswick.

SSP was found to be an efficient program when the government perspectives were
combined, and it remains efficient when examined for the provincial government
perspective separately. For each dollar gained by families, the cost to the provincial
government averaged only 80 cents (88 cents in British Columbiaand 71 centsin New
Brunswick).

CONCLUSIONS

SSP successfully increased the income and financial well-being of families while
decreasing their reliance on income assistance. As has been discussed in this benefit-cost
analysis, the total net financial gain per family was over $1,050 per year for five years. While
it was possible for SSP to substantially increase the amount of transfer payments families
received, the increase in this type of income did not represent the largest gains for families.
The mgjority of the financial gainsto families came in the form of increased earnings and
fringe benefits. Further, the financial benefits of SSP came at only a modest cost to the
government budget, making SSP a very efficient program. For each $1 of financia gainsto
families, the cost to the government budget was just 51 cents.

SSP was more efficient in the province of New Brunswick than in British Columbia.
Earnings gains for families were higher, and government costs were lower compared with
those in British Columbia. For each $1 of financial gains to familiesin New Brunswick, the
cost to the government was only 33 cents. It islikely that the local economies and social
assistance benefit levels played arolein the benefit-cost differences.

When examined separately, SSP produced net financial gains to the federal government
budget and net losses to the provincial governments. However, this analysis does not account
for federal government transfers to the provinces, including the CHST.

This benefit-cost analysis is not a comprehensive representation of the effects of SSP.
There were additional benefits and costs that it does not account for. For example, thisanalysis
does not attempt to place a value on the nonfinancial benefits of improved outcomes for
children or the cost of lost personal and family time as aresult of increased employment.
Moreover, while the operating costs presented in this chapter are accurate with regard to the
SSP demonstration, these costs would likely differ if SSP were operated as an ongoing
earnings supplement. For these reasons the resultsin this chapter should be considered only an
approximation of SSP' s full effects.
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Chapter 8:
SSP Plus

Many long-term welfare recipients have low levels of education and limited experience in
the labour market. People who have experienced prolonged spells of dependence on social
assistance can face formidable barriers to finding or sustaining full-time employment. While
SSP offered long-term welfare recipients an earnings supplement designed to make work
pay, the offer of the supplement alone was not sufficient to overcome all of these barriersto
employment, since only about athird of those eligible ever received a supplement payment
(see Chapter 2). Would offering job-search and other related employment services encourage
more SSP participants to take greater advantage of the supplement offer?

In anticipation of thisissue, the SSP study included an experiment called SSP Plus, which
offered asmall group of income assistance (1A) recipientsin New Brunswick arange of pre-
and post-employment services. The experiment tested whether adding an offer of servicesto
the financia incentive component of SSP could increase SSP supplement receipt and have an
impact on important outcomes such as full-time employment, |A receipt, and income.

This chapter describes the SSP Plus study and reports on how the program affected
participants during a 54-month follow-up period. In particular, the chapter estimates the
impact that the offer of services had on supplement receipt, employment, wages, and
earnings. Impacts on cash transfers, income, and poverty are a so reported.

SUMMARY OF FINDINGS

e Theaddition of employment services significantly increased the per centage of
welfarerecipientstaking advantage of the ear nings supplement. Welfare
recipients who were offered SSP Plus services were 16 percentage points more likely
than welfare recipients offered only the supplement to have received at |east one
supplement payment over the course of the follow-up period. While 53 per cent of the
SSP Plus group members ever received the supplement, only 37 per cent of the
regular SSP group members ever received the supplement.

e Four yearsafter random assignment, SSP Plus services had increased full-time
employment and reduced I A receipt. In the fourth year of the program, the average
monthly full-time employment rate among members of the SSP Plus program group
was 7.4 percentage points higher than the rate among members of the regular SSP
program group. Concurrently, the addition of services reduced receipt of income
assistance among SSP Plus group members in the typical month by 11.0 percentage
points compared with regular SSP group members.

e Addingan offer of servicesto thefinancial incentiveled toalargeincreasein
ear nings and income. The offer of services incrementally increased participants
average earnings by $1,586 in the fourth year after random assignment. For SSP Plus
group members, total individual monthly income in the six months prior to the 54-month
interview was on average $119 higher, relative to that of regular SSP group members.
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FEATURES OF THE SSP PLUS PROGRAM

The SSP Plus program had two components: afinancial incentive to make work pay more
than welfare and an offer of servicesto help people make a successful transition from long-
term welfare receipt to full-time employment.

The Financial Incentive Component

The financia incentive offered in the SSP Plus program was identical in all respectsto
the supplement offered in regular SSP (and described in Chapter 1). Members of both
program groups were offered a generous earnings supplement if they left income assistance
and worked full time (30 or more hours per week). The supplement payment was designed to
make work financially more attractive than welfare and could roughly double recipients
earnings.* Provided that program group members had found a full-time job and had initiated
the supplement within one year of random assignment, they would be eligible to receive the
supplement in each of the following 36 months in which they worked an average of at |east
30 hours per week. If program group members failed to find a full-time job within
12 months, they became ineligible to receive any supplement payments.

The Services Component

SSP Plus also offered services to help welfare recipients find and keep full-time
employment. If randomly assigned to the SSP Plus program group, participants could take
advantage of arange of services. an employment plan, aresumé service, job clubs and other
workshops, job coaching, and job leads. These services are described in more detail in the
accompanying text box. Participants were never required to use the services. Each service
could be used on its own or in conjunction with others. Participants were encouraged to
select the set of services that would best suit their individual needs.

SSP Plus services were available to a member of the SSP Plus program group as soon as
she was randomly assigned, to help her find the job that would allow her to initiate the
supplement. In addition, if amember of the SSP Plus program group subsequently lost her
job or wanted to improve her employment situation, she could avail herself of the services
and program staff, even if she had not used the services previoudly. If, however, a SSP Plus
program group member had failed to initiate the supplement within the one-year window, she
was no longer eligible to participate in the services provided through SSP Plus. All SSP
participants could at all times access any services in the community for which they were
normally eligible.

The SSP benefit was calculated as half the difference between actual earnings and a target level of earnings. Initialy, in
1992, the target level of earnings for participantsin New Brunswick was set at $30,000. This level was adjusted to reflect
changesin the cost of living and in the amounts paid by income assistance. In November 1994, when participantsin the
SSP Plus experiment began to be randomly assigned, the target earnings level was $30,600.
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Services Available to SSP Plus Program Group Members

e Employment Plan. A blueprint for self-sufficiency was drawn up for each group member. It
included information on employment barriers, goals, and anticipated use of SSP Plus services.

e Resumé Service. SSP Plus program staff was available to draft, type, format, proofread, and print
resumes.

e Job Club. Enrolment in job clubs led by SSP Plus job coaches was encouraged. Coaches
emphasized early contact with employers, consistent follow-up, and the importance of maintaining
a positive attitude.

e Job Coaching. Program group members formed one-on-one relationships with SSP Plus program
staff members, who offered practical advice and emotional support.

e Job Leads. SSP Plus program staff collected and distributed news of job openings.

e Self-Esteem Workshop. Program group members participated in exercises designed to build self-
esteem.

e Other Workshops. Workshops targeted program group members who were confronting job loss or
looking for higher-paying positions.

THE RESEARCH DESIGN

Random Assignment

SSP Plus was evauated using athree-way random assignment.? SSP participants were
randomly assigned to a control group, an SSP Plus program group, or aregular SSP program
group.® Members of the regular SSP program group were digible for the financial incentive,
Those assigned to the SSP Plus program group were eligible for both the financial incentive
and the services component. Members of the control group were not offered either component
of SSP Plus.

Participants in the SSP Plus study were randomly assigned between November 1994 and
March 1995. The requirements for entry into the SSP Plus experiment were similar to those
of the main study. In total, 892 single parents who had received welfare in the month just
before random assignment and in at least 11 of the previous 12 months were randomly
assigned. Of these, 293 were assigned to the SSP Plus program group, 296 were assigned to
the regular SSP program group, and 303 were assigned to the control group.

The process of random assignment is designed to create research groups possessing the
same characteristics, on average, at the start of the program. During random assignment for
the SSP Plus experiment, there were some larger differences than usual between the SSP Plus
and regular SSP program groups (Quets et al., 1999). To account for these differences, the

2Three-way random assignment meant that participants had an equal (33.3 per cent) chance of being assigned to any of the
three research groups.
3See Chapter 1 for afull discussion of random assignment.
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impacts in this chapter are adjusted using statistical regression techniques.* Unadjusted
impacts are presented in Appendix E.

Data Sources and Report Sample

Because evaluators were interested in how the SSP Plus program had affected an array of
participants’ outcomes over the course of a 54-month follow-up period, several data sources
were employed in the program evaluation. The data sources used in the SSP Plus study are
similar to those used in the main recipient study, described more fully in Chapter 1. Briefly, data
were acquired from a baseline survey and three follow-up surveys. Administrative data and data
from the SSP Program Management Information System were aso used to evaluate SSP Plus.

Of the 892 participants that were randomly assigned, 86 per cent completed the final 54-
month survey. The report sample consists of 765 people — 256 members of the SSP Plus
program group, 258 members of the regular SSP program group, and 251 members of the
control group.®

Measuring the Effects of SSP Plus

The effects of SSP Plus can be determined by comparing a given outcome in one research
group with the same outcome in a different research group. Comparing the SSP Plus program
group with the control group shows the combined impact of both the services and the
financial incentive. The impact of the financial incentive aloneis revea ed when the regular
SSP program group is compared with the control group. The difference between the SSP Plus
program group and the regular SSP program group is the incremental impact of adding
services to the supplement offer. The previous chapters of this report discuss the impact of
the financia incentives alone; this chapter focuses on the incremental impact of services.

While comparing outcomes in two research groups usually reveals some difference, in
this chapter the focusis on statistically significant impacts. It is always possible that a
statistical test will fail to detect atrue impact. The chance of making this kind of error
increases as the sampl e size decreases. In the SSP Plus study, because there are fewer than
300 members in each research group, the differences between the research groups are not
statistically significant unless they are quite large. The lack of reported statistical significance
does not necessarily mean that the program did not affect the outcome.

PROGRAM PARTICIPATION

Use of Services

After members of the SSP Plus program group were randomly assigned, they were
informed that they were eligible for the supplement and a variety of job-search, job-retention,
and job-advancement services. The services available were designed to help long-term
welfare recipients make the transition to full-time employment. Program staff periodically

“The regression analysis adjusted for 16 baseline characteristics: average monthly IA payments in the year before random
assignment, average monthly earnings in the year before random assignment, age and age squared, and dummy variables
for being female, having less than a high school education, working at baseline, liking going to work, expecting to be
married in ayear, and expecting to be working in ayear. Dummy variables indicating whether each covariate was missing
were also included in the model.

SLei & Michalopoulos, 2001, and Quets et al., 1999, provide a detailed description of the SSP Plus sample.
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contacted members of the SSP Plus program group and encouraged them to take up the
supplement. Program staff also worked with most participants to develop individual
employment plans and to create effective resumés and cover letters. Staff members supported
participants through the cold-call and job-interview process. Participants were assigned
individual job coaches, who provided one-on-one practical advice and emotional support.
Members of the SSP Plus program group aso had the opportunity to join job clubs.

After participants found their first jobs, the focus of the services turned toward retention
and improvement. For example, program staff offered advice about child care providers and
transportation services. Participants who remained employed were provided leads to better-

paying jobs.

Although participation in SSP Plus services was encouraged, members of the SSP Plus
program group were never obliged to use any of the services. Despite the voluntary nature of
SSP Plus services, there was a substantial take-up on the services offer. Nearly al SSP Plus
program group members completed the employment plan. Over half of the SSP Plus program
group used the resumé service, received job coaching, and received job leads. About a
quarter of the SSP Plus program group attended ajob club (Quets et a., 1999; Lel &
Michalopoulos, 2001).

Some of the various services were used more often before program group members took
up the supplement, while others were used more frequently after supplement take-up. Lel and
Michalopoulos (2001) reported that employment plans, resumé services, and job clubs were
used primarily before the supplement was taken up. In contrast, use of job coaching and job
leads occurred primarily after the supplement was taken up.

While SSP Plus did not offer any services to members of either the regular SSP program
group or the control group, the program could not prevent them from accessing any services
that might have been available to them in their communities. Consequently, the SSP Plus
services were designed to surpass those available in the community. Some members of the
regular SSP program group and control group may still have accessed the same type of services
as those offered through SSP Plus. It is thus important to consider whether SSP Plus increased
the use of services. Table 8.1 shows that SSP Plus did successfully increase the use of services.
Over half of the SSP Plus program group participated in some type of job-search program,
including job clubs and workshops, at some point during the follow-up period. In contrast, only
37.5 per cent of the regular SSP program group and 35.3 per cent of the control group
participated in similar programs. While the financial incentives did not make a significant
difference in whether a sample member used these services, offering services through SSP Plus
incrementally increased the proportion participating by over 13.6 percentage points.

SSP Plus did not, however, increase the use of other services and education programs.
Members of the SSP Plus program group were no more or less likely than members of the
other research groups to have taken part in work-related training, NB Works,® life-skills
programs, or personal counselling. Additionally, SSP Plus did not significantly affect the
proportion who had ever taken courses toward the completion of a high school diploma,
college diploma, or university degree.

5NB Works is a demonstration project undertaken by the New Brunswick departments of Human Resources Devel opment
and Advanced Education and Labour, and the federal government department of Human Resources Devel opment Canada.
NB Works assisted social assistance recipients with an initial work placement, academic upgrading, summer internships,
skills training, and transition-to-employment services.
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Supplement Receipt

In addition to services, SSP Plus also offered an earnings supplement to members of both
program groups. If amember of either of the program groups found full-time work and
initiated the supplement within 12 months of random assignment, she could continue to
receive a supplement in each month that she worked an average of 30 hours or more per
week. Supplement receipt was limited to the 36 months following supplement take-up.

Over the course of the follow-up period, over half of the SSP Plus program group
received at least one supplement payment. In comparison, only 37 per cent of the regular SSP
group received at least one supplement payment. This finding indicates that the services offer
encouraged more welfare recipients to take advantage of the supplement offer. Indeed, SSP
Plus program group members were 16 percentage points more likely than regular SSP
program group members to have received at least one supplement payment.

Once members of both program groups had initiated the supplement, they could continue
to receive the supplement for up to three years. Because participants had to be working full
time in a given month to receive the supplement, not everyone who initiated the supplement
continued to receive it in every month. Figure 8.1 shows the proportion of members of each
program group who received the supplement in 52 months of follow-up.

Figure 8.1: SSP Plus and Regular SSP Program Group Members Receiving the SSP Supplement,
by Months From Random Assignment
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Source:  Calculations from SSP's Program Management Information System payment records.
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Although more SSP Plus program group members received the supplement at some point,
not all of those people were able to remain consistently employed full time. If al members of
both program groups who had initiated the supplement had continued to receive it in every
month, the incremental impact of SSP Plus services on supplement receipt would have been
constant after the “take-up window” closed in Month 12. As Figure 8.1 demonstrates with the
dotted line, the impact was not consistent over time.

In the first year after random assignment, as members of both program groups searched
for full-time employment in order to qualify for the supplement, the services had no
incremental impact on supplement receipt. Thisfinding implies that being offered services
did not prompt SSP Plus program group members to initiate the supplement sooner than
regular SSP program group members. In the second and third years of the program, the
difference between the proportions of the two research groups who were receiving the
supplement fluctuated. In some months the incremental impact was very small and
statistically insignificant; in other months the impact rose to over seven percentage points
and became statistically significant.

In the final year and a half of the follow-up period, the three-year supplement period
ended for all supplement takers. Figure 8.1 shows that for both program groups supplement
receipt declined steadily during this period. Because participants had initiated their
supplement at different points during the first year, their three-year supplement period
terminated at different timesrelative to the date of random assignment. Participants who had
initiated the supplement earlier became ineligible earlier. The difference between the
proportions of SSP Plus program group members and regular SSP program group members
receiving the supplement was large and relatively constant. In al but the last month of the
fourth year, the incremental impact of services on supplement receipt was over seven
percentage points and statistically significant.

IMPACTS ON EMPLOYMENT, EARNINGS, AND WAGES

Full-Time Employment

For thefirst year of the program, the offer of a generous earnings supplement provided
members of the SSP Plus and the regular SSP program groups with an incentive to find full-
time work and leave income assistance. For members of both program groups who found
full-time work within one year, the incentive continued for up to three years. Not al program
group participants were able and willing to find work within the one-year window. For those
who did not find work and who had therefore become ineligible for the supplement, this
incentive to work full time no longer existed after the first year.

Aswas reported earlier, alarger proportion of the SSP Plus program group than the
regular SSP program group ever received a supplement payment. As aresult, the supplement
offer continued beyond the first year of the program to act as a full-time work incentive for a
larger number of SSP Plus program group members than regular SSP program group
members. It was therefore possible that the incremental impact of services on supplement
receipt could have influenced the program’s impact on full-time employment. An impact on
the proportion ever receiving the supplement, however, does not automatically result in an
impact on full-time employment. Many members of both program groups would have
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worked even if they had not been offered the supplement. The program could have had an
impact on full-time employment only if the supplement had induced people to work full time
who would have worked part time or not at al in the absence of the program. Figure 8.2
shows the full-time employment rate in each month from 12 months before random
assignment to 52 months after random assignment, for members of the control group and
both program groups.

Figure 8.2: Full-Time Employment Rates for SSP Plus, Regular SSP, and Control Group
Members, by Months From Random Assignment
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Sources. Calculations from baseline survey data and 18-month, 36-month, and 54-month follow-up survey data

Initially, after random assignment, full-time employment among welfare recipientsin
both program groups began to rise. For the first year, there was very little difference between
the full-time employment rates of the regular SSP program group and the SSP Plus program
group. In the 12th month, when the supplement take-up window closed, about one third of
the members of each program group were employed full time. Employment in the regular
SSP program group continued to rise, reaching a peak of 39 per cent at Month 18 and then
fluctuating considerably throughout the remainder of the follow-up period. In contrast, full-
time employment in the SSP Plus program group remained fairly constant throughout the
second year and began to climb again in the third and fourth years of follow-up. Full-time
employment in the SSP Plus program group peaked 45 months after random assignment at
42 per cent, somewhat later than the peak in full-time employment for the regular SSP
program group.
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The different patterns of fluctuation in the two program groups employment rates caused
the incremental impact of services on full-time employment to change over time, sometimes
being positive and sometimes negative. In none of the months during the second and third
years of the program did the services have a significant incremental impact on full-time
employment. It should be remembered, however, that the addition of services might still have
had an effect that the statistical tests failed to detect because the sample size was too small.

In the fourth year after random assignment, the gap between the full-time employment
rates of the two program groups began to widen. The gap was widest in Month 38, when the
offer of services had increased full-time employment by over nine percentage points. The
incremental impact of services on full-time employment remained statistically significant for
most of the final months of follow-up, even after many members of both program groups
were no longer eligible for the supplement.

Average Monthly Full-Time Employment in Years 1to 4

The impact of SSP Plus on full-time employment is shown in another way in the first
panel of Table 8.2. Thistable reports the impacts on full-time, part-time, and al
employment, as well as on earnings, in each of the four years of follow-up. The impactsin
the first two quarters of the fifth year are also presented. Table 8.2 confirmswhat is
observed in Figure 8.2. While financial incentives combined with services increased
monthly full-time employment among SSP Plus program group members in every year of
the follow-up period, services did not have an incremental impact on full-time employment
until the fourth year after random assignment. In the fourth year, the monthly full-time
employment rate among SSP Plus program group members was 40.1 per cent, compared
with arate of 32.8 per cent among regular SSP program group members.

In the first quarter of the fifth year, the three-year supplement period had ended for
virtually all supplement recipients in both program groups.” In this quarter, monthly full-time
employment was 4.8 percentage points higher in the SSP Plus program group than it wasin
the regular SSP group. This difference was not, however, statistically significant. The impact
of the supplement alone also did not persist in the first quarter of the fifth year.

Understanding the Delayed Incremental Impact of Services on Full-Time
Employment

It appears that the combined offer of services and financial incentives affected the
employment of welfare recipients differently from the offer of financial incentives alone.
While the combined offer had a sustained impact on full-time employment, there was a delay
in the incremental impact of the services. Thisfinding implies that in the later months of the
follow-up per