Making Work Pay

Final Report on the
Self-Sufficiency Project for
Long-Term Welfare Recipients

Charles Michalopoulos®
Doug Tattrie

Cynthia Miller®

Philip K. Robins*
Pamela Morris*

David Gyarmati'

Cindy Redcross®

Kelly Foley

Reuben Ford

*Manpower Demonstration
Research Corporation

1 Social Research and
Demonstration Corporation

s University of Miami

SRDC

SOCIAL
RESEARCH AND
DEMONSTRATION
CORPORATION

July 2002

The Self-Sufficiency Project is sponsored by Human Resources Development Canada




The Social Research and Demonstration Corporation (SRDC) is a non-profit organizatig
created in 1991 with the support of Human Resources Development Canada (HRDC) tg
develop, field test, and rigorously evaluate sopiagrams designed to improve the well-
being of all Canadians, with a special condenthe effects on disadvantaged Canadians.
Its mission is to provide policy-makers and practitioners with reliable evidence about wh
does and does not work from the perspectives of government budgets, program
participants, and society as a whole. It accomplishes this mission by evaluating existing
social programs and by testing new social program ideas at scale, and in multiple
locations, before they become policy and are implemented on a broader basis.

Other SRDC reports on the Self-Sufficiency Project (SSP):

Creating an Alternative to Welfare: First-Year Findings on the Implementation, Welfare

Impacts, and Costs of the Self-Sufficiency Projead Mijanovich and David Long.
December 1995.

The Struggle for Self-Sufficiency: Participants in the Self-Sufficiency Project Talk
About Work, Welfare, and Their Futur&¥endy Bancroft and Sheila Currie Vernon.
December 1995.

Do Financial Incentives Encourage Welfare Recipients to Work? Initial 18-Month
Findings from the Self-Sufficiency Projebavid Card and Philip K. Robins.
February 1996.

When Work Pays Better Than Welfare: A Summary of the Self-Sufficiency Project’s
Implementation, Focus Group, and Initial 18-Month Impact Repbttach 1996.

How Important Are “Entry Effects” in Financial Incentive Programs for Welfare
Recipients? Experimental Evidence from the Self-Sufficiency Prbjacid Card,
Philip K. Robins, and Winston Lin. August 1997.

Do Work Incentives Have Unintended Consequences? Measuring “Entry Effects” in
the Self-Sufficiency ProjedBordon Berlin, Wendy Bancroft, David Card, Winston
Lin, and Philip K. Robins. March 1998.

When Financial Incentives Encourage Work: Complete 18-Month Findings from the
Self-Sufficiency ProjecWinston Lin, Philip K. Robins, David Card, Kristen Harknett,
and Susanna Lui-Gurr. September 1998.

Does SSP Plus Increase Employment? The Effect of Adding Services to the Self-
Sufficiency Project’s Financial IncentiveSail Quets, Philip K. Robins, Elsie C. Pan,
Charles Michalopoulos, and David Card. May 1999.

The Self-Sufficiency Project at 36 Months: Effects of a Financial Work Incentive on
Employment and Incom€harles Michalopoulos, David Card, Lisa A. Gennetian,
Kristen Harknett, and Philip K. Robins. June 2000.

The Self-Sufficiency Project at 36 Months: Effects on Children of a Program that
Increased Parental Employment and Incofamela Morris and Charles
Michalopoulos. June 2000.

SSP Plus at 36 Months: Effects of Adding Employment Services to Financial Work
IncentivesYing Lei and Charles Michalopoulos. July 2001.

When Financial Incentives Pay for Themselves: Interim Findings From the Self-
Sufficiency Project’s Applicant Studgharles Michalopoulos and Tracey Hoy.
November 2001.

5

at

SSP is funded under a contributions agreement with HRDC. The findings and conclusions

stated in this report do not necessarily represent the official positions or policies of HRD
Copyright © 2002 by the Social Research and Demonstration Corporation.

La version francgaise de ce document peut étre obtenue sur demande.

C.



Contents

Tables and Figures

Preface

Acknowledgements

Executive Summary

1

The Self-Sufficiency Project

An Overview of the SSP Project
Economic and Policy Context
Data Sources and Report Sample
Research Questions

Supplement Receipt

Summary of Findings

Putting the Supplement Into Effect
Response to the Supplement Offer
When Supplement Payments End

Effects on Employment, Benefits, and Income

Summary of Findings

Impacts on Employment and Earnings

Impacts on the Receipt of Cash Transfers From Income Assistance and SSP
Impacts on Income, Poverty, and Material Hardship

Why Did the Employment Impacts Fade Over Time?

Conclusions

Impacts by Subgroup

Summary of Findings

Results for Several Key Subgroups
Other Subgroups

Results for Other Subgroups
Conclusions

Effects of SSP on Family and Child Well-Being
Summary of Findings

How Might SSP Affect Children?

Sample and Measures

Child Outcomes

Other Child and Family Outcomes

Impacts on Housing Arrangements, Mobility, and Quality
Conclusions

The “CIiff”
Summary of Findings
Who Experienced the CIiff?
What Does It Mean to Experience the CIiff?

— -Sufficiency
What Were the Consequences of Encountering the CIiff?
Whom Did the Cliff Hit Hardest?

Xi
Xiii
ES-1

o N

12

15
15

16
17
24

27
27

28

41

45

48

49
49

50

57

62

74

75
75
77

78

78

87
93

95

97
97

98
101

108

117

112

38



7 Benefits and Costs of SSP
Summary of Findings
Background
Analytical Approach
Costs of SSP for the Observation Period
Financial Benefits of SSP
Net Gains and Losses of SSP by éuating Perspective Over Five Years
Conclusions

8 SSP Plus
Summary of Findings
Features of the SSP Plus Program
The Research Design
Program Participation
Impacts on Employment, Earnings, and Wages
Impacts on Cash Transfers
Impacts on Household Income and Poverty
Cumulative Impacts on Employment, Earnings, and Income Assistance
Conclusions

9 Learning From the SSP Recipient Study
What Did SSP Do?
What Has Been Learned From the SSP Study?
What Has Not Been Learned From the SSP Study?
Extending the Lessons From SSP
Conclusions

Appendices

Analysis of Non-response Bias in the 54-Month Follow-Up Interview
Probability Model

Quarterly Impacts and Impacts by Province for Main Outcomes
Child Care and Family Results by Province

Unadjusted Results for SSP Plus

SSP and SSP Plus Impacts by Quarter

References

m m O 0O @ >

-iv-

119
119
121
122
126
134
136
141

143
143
144
145
146
150
159
164
166
168

169
169
174
180
182
185

187
195
197
211
225
235
251



Table
ES.1
ES.2

ES.3

ES.4

ES.5

ES.6

ES.7

1.1
2.1

2.2
2.3
2.4
2.5
2.6

3.1
3.2

3.3
3.4

3.5
3.6

3.7
4.1
4.2

Tables and Figures

Page
SSP Impacts on Employment, Earnings, Income Assistance, and Cash Transfers ES-10

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 ES-12

SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,
for Infants/Toddlers and Preschoolers at Random Assignment ES-14

SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,
for Young Adolescents and Older Adatests at Random Assignment ES-15

Average Monthly After-Tax Income in the Six Months Prior to Each Interview for
the Cliff Sample of Intensive Supplement Recipients, by Source ES-17

Five-Year Estimated Net Gains and Losses per SSP Program Group Member, by
Accounting Perspective (in 2000 Dollars) ES-20

SSP and SSP Plus Impacts on Employment, Earnings, Income Assistance, and
Cash Transfers ES-24

Selected Baseline Characteristics by Province for 54-Month Survey Respondents 11

Baseline Characteristics of SSP Supplement Non-takers, Supplement Takers,
Non-intensive Takers, and Intensive Takers 18

Reasons Given by Non-takers for Not Taking Up the Supplement Offer 20
Supplement Receipt Among Takers in Year 1 Through Year 3 23
Amount of Supplement Payments, Among Supplement Takers Ranked by Quartile 23
Intensity of Supplement Receipt Ang Takers, by Months of Receipt 24

Labour Market Outcomes of Takers Befanel After the Month of Last Supplement
Payment 25

SSP Impacts on Employment and Earnings 31

SSP Impacts on Employment Stability and Months of Full-Time Employment in the
54 Months After Random Assignment 33

SSP Impacts on the Distributions of Wages and Hours, Months 15, 33, and 52 35

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 37

SSP Impacts on Income Assistance and Cash Transfers 39

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 42

SSP Impacts on Expenditures, Hardship, and Assets 44
SSP Impacts on Selected Outcomes, by Province 51
SSP Impacts on Selected Outcomes, by Work Status at Random Assignment 54



4.3
4.4
4.5
4.6
5.1

5.2

5.3

5.4

55

5.6

5.7
5.8

5.9

6.1
6.2

6.3
6.4

7.1
7.2
7.3

7.4
7.5

7.6

7.7

7.8

SSP Impacts on Selected Outcomes, by Number of Children at Random Assignment 56

SSP Impacts on Full-Time Employment, by Other Subgroups 63
SSP Impacts on Percentage ReceivingnecAssistance, by Other Subgroups 68
SSP Impacts on Cumulative Income, by Other Subgroups 72
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Infants/Toddlers at Random Assignment 80
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for
Preschoolers at Random Assignment 82
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups, for

Young Adolescents &andom Assignment 85
SSP Impacts on Child Outcomes at the 54-Month Follow-Up, for Older Adolescents

at Random Assignment 87
SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups, for

Families With Infants/Toddlers at Random Assignment 88
SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups, for

Families With Preschoolers at Random Assignment 89
SSP Impacts on Maternal Well-Being at the 36-Month and 54-Month Follow-Ups 90
SSP Impacts on Marriage, Household Composition, and Fertility at the 18-Month,
36-Month, and 54-Month Follow-Ups 92
SSP Impacts on Housing Arrangements, Mobility, and Quality at the 18-Month,

36-Month, and 54-Month Follow-Ups 94
Supplement Receipt by Cliff Takers and Non-cliff Takers 101
Average Monthly After-Tax Income in Six Months Prior to Interview, for the

Cliff Sample, by Source 105
Preparation for the Future at 36 Months After Random Assignment 111
Changes in Expenditures, Hardship, and Assets From 36 to 54 Months After Random
Assignment for the Cliff Sample, by Province 115
Examples of Costs and Benefits of SSP, by Accounting Perspective 124
Estimated Unit and Gross Costs for SSP Program Services, by Province 128
Estimated SSP Impacts on Transfer PaynamtsAdministrative Costs of Payments

During the Observation Period 132
Five-Year Estimated Gross Costs and Net Costs of SSP 134
Estimated SSP Impacts on Earnings, Personal Taxes, and Tax Credits During the

the Observation Period 135
Five-Year Estimated Net Gains and Losses per SSP Program Group Member, by
Accounting Perspective 137

Five-Year Estimated Net Gains and Losses per SSP Program Group Member,
for Each Province by Accounting Perspective 139

Five-Year Estimated Net Gains and Losses per SSP Program Group Member,
for Each Province by Federal and Provincial Government Budget Perspectives 140

-Vi-



8.1
8.2
8.3
8.4
8.5

8.6

9.1

Al
A2
A3
B.1
Cl
Cc.2
C3
cC4
C5

C.6

C.7

D.1

D.2

D.3

D.4

D.5

D.6

D.7

D.8

SSP and SSP Plus Impacts on Service Receipt and Educational Pursuits 148

SSP and SSP Plus Impacts on Employment and Earnings 153
SSP and SSP Plus Impacts on the Distribution of Wages, Month 52 160
SSP and SSP Plus Impacts on Income Assistance and Cash Transfers 161
SSP and SSP Plus Impacts on Monthly Income and Net Transfer Payments in the

Six Months Prior to the 54-Month Follow-Up Interview 165

SSP and SSP Plus Impacts on Cumulative Full-Time Employment, Earnings, and

IA Receipt in Months 1 to 52 167
Cumulative SSP Impacts on Full-Time Employment, IA Receipt, Earnings, and

IA and Supplement Payments 172
54-Month Survey Response Rates 188
Comparison of Characteristics of Baseline and 54-Month Survey Samples 189
SSP Impacts on IA and Supplement Receipt and Payments, by Research Sample 191
Probability of Taking Up the Supplement, by Characteristic at Random Assignment 195
SSP Impacts on Employment and Earnings, by Quarter 197
SSP Impacts on IA and Supplement Receipt and Payments, by Quarter 199
SSP Impacts on Employment and Earnings, by Province 201
SSP Impacts on IA and Supplement Receipt and Payments, by Province 204
SSP Impacts on the Distribution of Wages and Hours, Months 15, 33, and 52,

by Province 207

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, by Province 208

SSP Impacts on Expenditures, Hardship, and Assets at Months 18, 36, and 54,

by Province 209
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,

for Infants/Toddlers, British Columbia 211
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,

for Infants/Toddlers, New Brunswick 212
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,

for Preschoolers, British Columbia 213
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,

for Preschoolers, New Brunswick 214
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,

for Young Adolescents, British Columbia 215
SSP Impacts on Child Outcomes at the 36-Month and 54-Month Follow-Ups,

for Young Adolescents, New Brunswick 216

SSP Impacts on Child Outcomes at the 54-Month Follow-Up, for Older Adolescents,
British Columbia 217

SSP Impacts on Child Outcomes at the 54-Month Follow-Up, for Older Adolescents,
New Brunswick 217

-Vii-



D.9

D.10

D.11

D.12

D.13

D.14

D.15

D.16

D.17

D.18

E.l
E.2
E.3
E.4
E.5

E.6

F.1
F.2
F.3

F.4

SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups,
for Families With Infants/Toddlers, British Columbia 218

SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups,
for Families With Infants/Toddlers, New Brunswick 218

SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups,
for Families With Preschoolers, British Columbia 219

SSP Impacts on Child Care Use at the 36-Month and 54-Month Follow-Ups,
for Families With Preschoolers, New Brunswick 219

SSP Impacts on Maternal Well-Being at the 36-Month and 54-Month Follow-Ups,
British Columbia 220

SSP Impacts on Maternal Well-Being at the 36-Month and 54-Month Follow-Ups,
New Brunswick 220

SSP Impacts on Marriage, Household Composition, and Fertility at the 18-Month,
36-Month, and 54-Month Follow-Ups, British Columbia 221

SSP Impacts on Marriage, Household Composition, and Fertility at the 18-Month,
36-Month, and 54-Month Folle-Ups, New Brunswick 222

SSP Impacts on Housing Arrangements, Mobility, and Quality at the 18-Month,
36-Month, and 54-Month Follow-Ups, British Columbia 223

SSP Impacts on Housing Arrangements, Mobility, and Quality at the 18-Month,
36-Month, and 54-Month Folle-Ups, New Brunswick 224

Unadjusted SSP and SSP Plus Impacts on Service Receipt and Educational Pursuits 226
Unadjusted SSP and SSP Plus Impacts on Employment and Earnings 227
Unadjusted SSP and SSP Plus Impacts on the Distribution of Wages, Month 52 229
Unadjusted SSP and SSP Plus Impacts on Income Assistance and Cash Transfers 230

Unadjusted SSP and SSP Plus Impacts on Monthly Income and Net Transfer
Payments in the Six Months Prior to the 54-Month Follow-Up Interview 232

Unadjusted SSP and SSP Plus Impacts on Cumulative Full-Time Employment,
Earnings, and IA Receipt in Months 1 to 52 233

Adjusted SSP and SSP Plus Impacts on Employment and Earnings, by Quarter 236
Unadjusted SSP and SSP Plus Impacts on Employment and Earnings, by Quarter 239

Adjusted SSP and SSP Plus Impacts on IA and Supplement Receipt and Payments,
by Quarter 242

Unadjusted SSP and SSP Plus Impacts on IA and Supplement Receipt and Payments,
by Quarter 246

-viii-



Figure
ES.1
1.1

2.1

2.2
3.1
3.2
3.3
3.4

3.5
3.6

5.1
6.1
6.2

6.3
6.4
6.5
6.6

6.7
7.1
8.1

8.2

8.3
8.4

Page
Percentage Employed Full Time,Mgnths From Random Assignment ES-9
Periods Covered by the Data Used in This Report and Important Policy Changes
in British Columbia and New Brunswick 7
Program Group Members Receiving 8SP Supplement, by Months From
Random Assignment 21
SSP Supplement Receipt by Takers, by Months From First Supplement Payment 22
Full-Time Employment Rates, by Months From Random Assignment 29
Receipt of Income Assistance, Mpnths From Random Assignment 39
Receipt of Income Assistance or SByPMonths From Random Assignment 41
Full-Time Employment Rates for Supplement Takers, Control Group, and Program
Group Non-takers, by Months From Random Assignment 46
Actual and Hypothetical Impacts of SSP on Full-Time Employment 46
Full-Time Employment Rates in Years 2 Through 4, for Those Employed at the End of
Year 1 47
Growth of Four Child Age Groups Across the SSP Follow-Up Period 79
Employment, IA Use, and Supplement Receipt Among SSP Supplement Takers 100
Average Monthly After-Tax Income in Six Months Prior to Interview — Control
Group Members 103
Average Monthly After-Tax Income inx8Months Prior to Interview — Program
Group Members 103
Average Monthly After-Tax Income in Six Months Prior to Interview — All
Supplement Takers 104
Average Monthly After-Tax Income in Six Months Prior to Interview — Cliff
Sample 104
Full-Time Employment, by Months Before and After the End of Supplement
Entitlement 113
IA Receipt, by Months Before and After the End of Supplement Entitlement 113
Simplified Diagram of the Major Components of Gross and Net SSP Costs 127

SSP Plus and Regular SSP Program Groupldes Receiving the SSP Supplement,
by Months From Random Assignment 149

Full-Time Employment Rates for SSP Plus, Regular SSP, and Control Group
Members, by Months From Random Assignment 151

Full-Time Employment in Months 7 to 52, for Those Employed Full Time in Month 6 156

Full-Time Employment in Months 13 to 52, for Those Employed Full Time in
Month 12 157

-ix-






Preface

A little more than a decade ago, a number ofgefederal governn officials in the
then Department of Employmeand Immigration had aned. Deputy Minister, Arthur
Kroeger; Barry Carin, Assistant Deputy Minist8trategic Policy; and Louise Bourgault,
Director General, Innovations Branch, wantedi¢velop 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 wittvo innovative leaders withiprovincial governments — Don
Boudreau, Assistant Deputy Minister iretNlew Brunswick Department of Income
Assistance; and Bob Cronin, Assistant Deputy Minister in the British Columbia Ministry of
Social Services. Through this collaborations thnovative idea becantke 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 ti9a000 lone-parent families in two provinces. It
would use a complex design to enrol parteifs in three linked research samples and
employ a random assignment evaluation desigwigely viewed as the most reliable way to
measure program impacts, but a method that hasrbeslg used in social policy research in
Canada. Most important, SSP undertook the challenging task of trying simultaneously to
reduce poverty, encourage steady work, r@ddice welfare dependency. In general,
programs that transfer income to poor peaplerder 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 ameifgre recipients, while ensuring that
they had adequate incomes tpgort themselves and their families.

Since the first paper on tig=lf-Sufficiency Project was published in October 1994, the
substantial investment in SSP has been paying dividends in the form of a rich 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 soewdence that raising the incomes of poor
families can provide benefits to elementary-school-age children. And all this can be achieved
at little net cost to government.

The Self-Sufficiency Project has identifiad intervention that offers considerable
promise as a way of dealing with an importsotial 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

This is the final report of the Self-Sufficiency Project (SSP), a study of long-term welfare
recipients. SSP is a research and demonstration project designed to test a policy innovation
that makes work pay bettéran welfare. Conceivedd funded by Human Resources
Development Canad&lRDC), managed by the SocREsearch and Demonstration
Corporation (SRDC), and evated by the Manpower Demonation Research Corporation
(MDRC) and SRDC, SSP offered a temporary earnings supplement to selected long-term
income assistance (1A) recipients in British Columbia and New Brunswick. The earnings
supplement was a monthly caslypent available to single gents 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 enmmpéoy for up to three years, as long as the
person continued to work full time and remained off income assistance. While collecting the
supplement, the single parent receivednamediate payoff from work; for a person working
full time at the minimum wage, total incorbefore taxes was about twice her earningke
accompanying text box briefly describes Keg features of the supplement offer.

Key Features of the SSP Earnings Supplement

€ 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.

€ 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).

€ 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.

€ 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.

€ 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 repecabse 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 a rigorous random assignment research design. In the SSP “recipient study,” the subject
of this report, a group of about 6,000 singlegpis in British Columbia and New Brunswick
who had been on income assistance for at &egsar were selected at random from the IA
rolls. Half of these people were randomly assigned to a program group and offered the SSP
supplement, while the remainder formed a oargroup. This report describes the impacts of
the supplement offer through four and a haling after random assignmgewith information
on welfare use through the beginning of $heh 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, whethkarmed or benefitechildren, how much it
cost, and whether the supplement offer had angeffects in the pesd after parents were
no longer eligible to receive it.

THE FINDINGS IN BRIEF

Because the evaluation of SSP assigned pdoghe program and control groups at
random, thempactor effect of the supplement offer measured as the difference in
employment, earnings, income, and otbietcomes between the two groups. These
comparisons indicate that SSP increased full-time employment, earnings, and income, and
reduced poverty.

€ One third of the long-term welfare recipients who were offered the SSP earnings
supplement worked full time and took up the supplement offerTo receive the
supplement, people in the program groug teawork full time within a year of
entering the study. Thirty-six per centtbém took up the supplement in this way and
were then eligible to receive the suppletrfen the next three years. On average,
these supplement takers reea the supplement for 22 mbstover their three years
of eligibility and received more than $18,0@00supplement payments over that time.

€ SSP increased employment, earnings, and income, and reduced welfare use and
poverty. By the end of the first yeartaf random assignment, program group
members were twice as likely as contggdup 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 a result, SSP increased the average person’s earnings by nearly $3,400,
or more than 20 per cent over the earnimighe average control group member. The
rules of SSP prohibited people frommsltaneously receiving the earnings
supplement and income assistance. As dtreka program reduced IA payments by
about $3,500 per family in the program group.ef¥ipeople left income assistance to
receive the earnings supplement, thegylaced their IA payments with SSP
supplement payments. As a result, SSP increased income and substantially reduced
poverty. Over the entire follow-up ped, program group members had on average
about $6,300 more in combined incomenfrearnings, IA payments, and earnings
supplements than control group memb@&tsee 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 memtage points. These impacts are probably
concentrated among the people who tookhgpsupplement 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
parents were no longer eligle for the supplement.Members of the program group
could receive supplement payments for ughtee years, and the program'’s effects
were strong throughout the period when ptgeavere eligible for the supplement. In
the middle of the fifth year after randamssignment, which was after supplement
takers could no longer receive the SSP egssupplement, the program and control
groups were equally likely to work; fexample, 42 per cent of both the program
group and the control group were workiagd the average earnings of both groups
were nearly $500 per month. The impactaifare receipt persisted somewhat
longer, but by the middle of the sixth yedter random assignmeboth groups were
about equally likely to be receiving incorassistance. Although the program’s effects
were small at the end of the follow-up metj this finding does not change the fact
that program group members gained comrsitlle work expeeince 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.Parents in the program group
gave their elementary-school-age childregher marks on school performance than
did parents in the control group. Resultyotabulary and mathges confirmed that
in this age group children in the progrgroup were performing better than their
control group counterparts. The program aobiesome of these positive effects after
parents had stopped receiving the eamspplement (and after the program had
stopped having effects on family income)ggesting that a temporary income gain
may have long-term effects on childrenr Ebildren in other age groups, however,
there were few differences in outconetween the program and control groups.

€ Government agencies spent nmey to achieve SSP’s positive results, but society
as a whole benefited from the programGovernment agencies spent about $1,500
per program group member administering SSP (over and above what they would have
spent administering the IA program for egmbgram 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 ctests than the benefits it provided. When
fringe benefits are included, prograyroup members earned $4,100 on average more
than they would have without the prograBecause 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 gathnearly $2,600 per program group member.

€ Combining the SSP earnings supplement with services to help people find and
keep jobs resulted in larger effects than did the earnings supplement alone.
Anticipating that many long-term welfareaipients 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 ofvsees to 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 ofetipeople who took up the supplement offer
because of the SSP Plus job servicesthast jobs quickly, the effects of SSP Plus
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were remarkably strong netlire end of the follow-up disssed 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 theduaterparts 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 peopho left income assistance and worked full
time (30 or more hours per week). The restiicto full-time work was designed to limit the
extent to which people received the supplemétitout increasing or maintaining their work
effort. The offer was limited to single parents who had been on income assistance for at least
a year. This restriction 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’ earningsunearned income. Finally, supplement
payments were available for a maximum akthyears, and only to program group members
who initiated SSP payments within 12 months of their initial eligibility.

Understanding the structure of SSP’s incensverucial 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 amougqtial to half the difference tveeen their actual earnings and
a target level of earnings. In 1994 targenh@ays were set at $30,000 in New Brunswick and
$37,000 in British Columbia, although they haweb adjusted slightly over time to reflect
changes in the cost of living and in the generosity of income assistance. For example, a
participant in British Columbia who workedb hours per week at $7 per hour earned $12,740
per year and collected an earningpglement of $12,130 per year ($37,000 minus $12,740,
divided by 2), for a total gross income%#4,870. In comparison, if that participant had
decided not to work and instead to receiveme assistance, shewd have had an annual
income of only $17,111 if she had two childrévhen tax obligations and tax credits are
taken into account, mostrfalies had incomes $3,000 to $7,000 pear higher with the
earnings supplement program than if theyked 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, Staitts Canada used IA adminiative 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 delgland (3) had received IA payments in the
current month and at least 11 of the prior Iéhths. No other resttions (for example, on
health status) were imposd®eaders should keep in mind that the IA systems in British
Columbia and New Brunswick include disabledple who would not be able to work. In the
United States, some of these recipients wbeldh 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 a similar program for welfare
recipients in the United States.
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A random sample of people who rgddentified in this way we informed that they had
been selected to participate in a study ofdéipients and were vted by Statisics Canada
interviewers. During the visit, the interviewer administerbdseline survelasting an average
of 30 minutes and then described the SSP studfutigread an informed consent form to the
sample member, and answered any questiRmsghly 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 assigne@itber the program gup (2,880 parents), which
was offered the SSP earnings supplement, or the control group (2,849 parents), which was
not. Most results in this report are based4,852 people who completed a follow-up survey
approximately 54 months aftentering 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 is teport consists of the 54 months after
random assignment (including the monthrasidom assignment) for each sample member.
For the earliest sample meerb randomly assigned, therioel studied is November 1992
through to April 1997; for those who werendomly assigned last, the period studied is
roughly March 1995 through to August 1999. Oneegtion is IA use, for which information
Is available for 70 month®llowing random assignment.

Economic and Policy Context

During the years after the project was initiated, major reforms altered the landscape of
social policy in Canada. In 1996 the systenpafing for welfare (the Canada Assistance
Plan) was replaced with a block fund called @@ada Health and SatiTransfer (CHST).
The federal government’s corutions under CHST have bearbstantially lower than they
would have been under the earlier system. Facddcutbacks in federal support, provinces
have made a variety of changes such as reducing welfare benefit levels, tightening eligibility
requirements, and imposing worlgrerements on welfare recipients.

Over the time covered in this reportpaomic conditions also changed in British
Columbia and New Brunswick. In both proges overall labour markebnditions improved
slightly from 1992 to 1995. Nonetheless, unemplegtirates remained historically high
levels, and employment of 15- to 44-year-old women actually declined in British Columbia.
From 1995 to 1998 unemployment increased sdamaein New Brunswick and remained
stable in British Columbia, even though théio@al unemployment rateontinued to fall.
However, the job prospects for women mighte improved during th period, because the
employment rate of 15- to 44-year-oldmen increased in both provinces. Since 1992 the
minimum wage in both provinces has beeneaased several timedtraough it is lower in
New Brunswick than in British Columbia. When SSP was begun in 1992, the minimum
hourly wage was $5.50 in British Columlziad $5.00 in New Brunswick. By 1998 the
minimum wage had increased to $7.15 in Brit@lumbia 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 Columbia who had
recently been approved to receiieome assistance. This study is referred to as the SSP
“applicant study.” This report does not describe results of the SSP applicant study, which are

ES-5



presented for a four-year follow-up periodaiiseparate report (Mialopoulos & Hoy, 2001).
Results through to six years will be described in a separate, future final report.

Program group members in the applicant stdgived a letter 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 im@ytthe 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 membershe remained on income assistafmea year were then offered
the same financial incentivéfered in the recipient study second question was whether
the SSP supplement would increase employment, earnings, and income for this group of
welfare applicants. Reports on the applicgtatly indicate that thsupplement offer had
substantial effects on employment, earningsi$4, 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 weremarkable. Employment and income gains in the applicant study
were achieved without increagigovernment spending on aftax cash transfer payments.
This finding suggests that an ongoing program that offers the generous SSP supplement to a
more employable group of welfare applicantsuld be even more cost-effective than for
long-term welfare recipients.

LEARNING ABOUT THE SUPPLEMENT

About 98 per cent of program group memlbrexeived an orientn to SSP, usually
within one month of random assignment and usually in person. At these sessions, an SSP
staff member described the earnings supplermendin features (the work requirement, the
one-year clock, the three-ydane limit, and the calculation of supplement payments). The
central message conveyed was that the sapght could “make work pay,” even if a
minimum-wage job was all thabuld be found. Program group mieers 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, patady those who preferred to stay home with
their children or who wishetb attend school full time.

In a phone survey of the 700 program groupniners who received the orientation up until
April 1993, over 90 per cent saicethrecalled being told by SSiaff about the one-year clock,
the 30-hour work requirement, and the wlag supplement was calculated. They also
remembered being told they must leave incasgstance to qualify féhe supplement. Nine
out of ten respondents said they thought theyld/be financially better off on the supplement,
and eight out of ten said theychao questions about the supplement.

After the orientation sessioogntacts between program gramembers and program staff
were usually of modest duian (e.g. a 10- or 15-minute phooall). One or two additional
workshops (such as one on money managémere offered. The program offered
information and referrals to existing serviaesreas such as job search, education, and
training, but did not directly provide these sees. Doing so would have made it impossible to
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determine the extent to whiclifferences between the programd control groups’ experiences
could be attributed to SSP’s financial incentive, as opposed to the services.

In order to initiate supplement payments, progranugmembers 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 dté directing the 1A office to end their 1A
payments. After initiation, pacipantsfilled out avoucher (documenting ¢hdates, hours, and
wages of their employment) after receiving each paycheque and mailed it, along with a copy of
the corresponding pay stubs, to the SSP palyoféee. The supplement amount was then
calculated according to the earnings reagigdering a four-week or monthly accounting
period. Payment system records&eross-matched with 1Aecords every month to ensure
that supplement takers were complying witib rules of the program and not drawing
simultaneous benefits.

SUPPLEMENT TAKEUP
€ About 36 per cent of program group memlers received at leasbne supplement.

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

Although 36 per cent of the program group reediat least one supplement payment, the
number receiving supplement payments in amgmgimonth was never that large, peaking at
about 25 per cent of the program group nearbigginning of the second year. This means
that 11 per cent of the program group —diféerence between the 36 per cent who ever
received a supplement and theg@s cent receiving it at the beginning of the second year —
worked full time and received the supplemerg@ne point but had stopped receiving the
supplement by the beginning of the second.yleasther words, about 11 per cent of the
program group had already lost their full-tie@ployment by the beginning of the second
year.

During the three years they were eligifde the supplement, sugghent takers received
$18,256 in supplement payments on average tlaey received supplement payments for
22 months on average. However, some tatersived more than others. One quarter of
supplement takers received nearly $27,000 duhieg three years of supplement receipt,
while one quarter receivedsie than $10,000 in supplement payments. While one fourth of
supplement takers who receivilig supplement most frequently received it for 33 or more
months, the one fourth of supplement taken® received the supplement least frequently
received it fewer than 13 months.

€ People who did not take up the supplement offer faced a number of barriers to
full-time work.

People who did not take up the supplenddfer had less work experience and less
education than those who did take up the smppht offer. For examg] supplement takers
were more than three times more likely than tekers to be workingt baseline and were
substantially more likely to hawehigh school diploma or equilent. Those who did not take
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up the supplement offer were also more likelgdg they could not work because they had an
illness or dsability, kecause they could not find good chelate, or because of other family
responsibilities.

Focus groups of takers and niakers found that many whveere offered the supplement
appeared hindered even in making the decisi®tart a job search. Some rationalized their
reluctance in terms of the practical hurdlesytperceived: the hopelessness of finding a job
and low expectations regarding child care. étbers, the risk in searching for work was
more emotional. Participants commonly extat low self-esteem arfdared disappointment
if they embarked on a venture that they perdpeapected to fail. Although a majority of
non-takers initially expresed interest in the supplemeffeg case note reviews suggested
that fewer than one third obn-takers actually ever lookéar work during the 12 months
permitted for initiating the supplement.

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

€ SSP increased employment and earnings and reduced IA use.

Figure ES.1 represents the basic story of SSP’s effects. During the year after entering the
study, when program group members hadnd full-time work to begin receiving the SSP
supplement, the proportion of the programaugr working full time gradually climbed, from
about 9 per cent at the timerahdom assignment to about 3@ pent at the beginning of the
second year. During the sameriod, full-time employment for the control group increased
more gradually, from about 9 per cent at the toheandom assignment to about 15 per cent
at the beginning of the second year. The diffiee between the two groups — 15 percentage
points at the beginning of the second year — is a measure of SSP’s impact on full-time
employment. It is one of the largest effeatsemployment generat@ta random assignment
study of a policy designed to engage welfare recipients to work.

SSP’s effect on full-time employment declined steadily through the remainder of the
follow-up period. Three factors contributed testdecline. First, people who did not qualify
for a supplement payment in the first yeastlthe chance to receive it in the future. SSP
therefore ceased to provide an incentivenembers of the program group who did not
qualify for the supplement during that fisgsear. 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 lostrthdl-time jobs. Finally, more control group
members began working full time even withthe 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 halightly or by encouraging people who would
not have worked in the absence of the supplamoffer to move to full-time work. If people
had primarily moved from part-time to fullne work, then the program’s effect on
employment overall would havesbn small. If, in contragbeople 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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Control Group
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Percentage Employed Full Time

-5
Months From Random Assignment

Sources: Calculations from baseline survey data and 18#ma6-month, and 54-month follow-up survey data.
Note: “Employed full time” is defined as working 30 hours or more in 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 worké#terwise 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@fictimtrol group to more than 28 per cent of
the program group), and it increased employnoeetall by more than 10 percentage points
(from about 30 per cent of the control grouprtore than 40 per cent of the program group).

Because SSP primarily increadatl-time employment, it alsbad a substantial effect on
earnings. As with employment, the prograraffects peaked in the second year, when
program group members earned $370 per montiverage compared with $269 for the
average control group member, for an impzc$101 per person each month. When the
program’s effect on employmedéclined after the second year, the effect on earnings also
declined. In the fourth yeafter random assignment, whemsoparents werstill eligible
for the earnings supplement, the prograoréased 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 ($)
Year 1 233 186 47 xxx
Year 2 370 269 101 ***
Year 3 387 317 70 **
Year 4 476 424 52 **
Year 5, Quarter 1 499 462 36
Year 5, Quarter 2 496 488 8
Monthly 1A receipt (%)
Year 1 85.3 91.5 -6.2 *x*
Year 2 65.8 78.7 -12.9 **
Year 3 60.9 70.1 -9.2 wxx
Year 4 57.1 63.0 -5.9 *xx
Year 5 52.8 56.2 -3.4 *xx
Year 6, Quarter 1 49.2 52.0 -2.8 **
Year 6, Quarter 2 47.2 49.3 -2.1
Average monthly IA payments ($)
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 baseline 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 whictomformati
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 are indicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
Rounding may cause slight 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 hours in at least one week during the month.
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The rules of SSP prohibited people fremultaneously receiving the earnings
supplement and income assistance. In other words, whenever SSP encouraged someone to
work full time, it also encouraged her to stepeiving income assistance. The program’s
effects on IA receipt grew from about 6 pentage points in the first year to about
13 percentage points in the second year, andstitaabout 6 percentage points in the fourth
year. Its effect on monthly IA paymentsegr from $35 per person in Year 1 to $103 per
person in Year 2, and watlls$48 per person in Year 4.

Although SSP reduced IA payments, it did so by paying earnings supplements that often
were higher than the IA payments they aggld. As a result, supplement payments and 1A
payments to the program group, when takegettoer, averaged more per member than
average IA payments to control group memblershe second year after random assignment,
for example, payments to program greupmbers averaged $778 per month, while 1A
payments to control group members avers®g2D. In Year 4, when the program’s effects on
employment and IA use had declinedygmam group members received $41 more each
month in IA and SSP supplement paymenétbontrol group members received in IA
payments.

€ 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 priorthe three follow-up surveys. Results from the
18-month and 36-month surveys tell a similar story. At both points in time, SSP significantly
raised individual and family income, eveneaftaking taxes into account. For example,
during the six months prior to the 18-mbrsurvey, the program increased individual
monthly after-tax income by $165 per pragrgroup member (from a level of nearly $1,200
for the control group). During the six montmsor to the 36-month survey, the program
increased individual after-tax income by $102 penth (again from a control group level of
about $1,200).

By increasing income, SSP also substantially increased the number of families with
income above Statisti€Ganada’s low income cut-off. Whikbout 14 per cent of the control
group had income above the cut-off in themianths prior to the 36-month interview, for
example, about 24 per cent of the program gltagincome above the cut-off, implying that
the program reduced poverty by more thanr@g@age points. The reduction in poverty was
even larger (about 12 percentage points)rgadhe 18-month survey, when the program’s
effect on income was also larger.

One of the concerns about policies thgi@ement earnings is that people who would
have worked without the supplement may tatteaatage of their extra income to cut back
their work effort somewhat and rely somewimore on cash transfers. Because SSP required
full-time work and because peeyhad 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 36nth follow-up periods, every $1 increase in
government cash transfer payments increasecthly after-tax income by $2 to $3. For
example, within six months prior to tB&-month survey, the government spent $55 per
month more in after-tax cash transfer paymesmsl 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 *r* 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 (IA) administrative recagaeand p
records from SSP’s Program Management Information System.

Notes:  Sample sizes vary for individual measures because of missing values. This may cause slight discrepancies in sums aad differenc
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 signélsaree lev
indicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.

Rounding may cause slight discrepancies in sums and differences.

4ncludes the Child Tax Benefit, the Goods and Services Tax Credit, Employment Insurance (El), provincial tax creditshaid,-for
month sample only, the Family Bonus.

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

‘Includes projected EI premiums and Canada Pension Plan premiums deducted through payroll, and projected income taxes. Payroll
deductions and income taxes were projected from federal and pab¥excschedules and data on earned and unearned incor88Bnd
supplement payments; the actual taxes paid by sample members may differ from these projections.

dncludes public expenditures &SP, I1A 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 irstfaahiperson’

fCalculated by comparing annualized family income with the low income cut-offs defined by Statistics Canada for the sampse membe
location and family size.

€ At the end of the follow-up period, program group and control group members
were equally likely to work and receive income assistance.

Program group members had tdgiate supplement receipt indlyear after entering the
study. Since they could receittee supplement for three years, their eligibility for the
supplement ended sometime durihg fourth year after randoassignment. The effects of
SSP were generally small at the end of the follow-up period, after parents could no longer
receive the earnings supplemdfar example, in the middle tfie fifth year, about 27 per cent
of the control group worked full time compareith 28 per cent of the program group, and
average earnings for both groups were closkb@0 per month. Moreover, a comparison of I1A
use in the sixth year found virtually no diéace 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-montherview, close to 20 per cent of both the
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program and control groups hemtome above the low income cut-offs, and the average
individual in both groups had abdbt,250 per month in after-tax income.

An analysis of the employment patternssapplement takersd control group members
implies that job loss among supplement takers pranarily responsiblér the reductions in
the program’s effect in the second anddlyiears after random assignment, but toatrol
group catch-upvas primarily responsible faeduced effects in the fourth and fifth years. If
this is true, then the fact that the suppetnwas available for only three years was not
responsible for the small impactsté end of the follow-up period.

Put another way, many coat group members went to work without the supplement
offer, but SSP accelerated the return to wadrknany people in the program group. By
accelerating the return to work, SSP had marable cumulative effects over the entire
follow-up period. For example, program gramembers worked full time for 14 months on
average compared with fewer than 10 mordnsontrol group members, and the average
program group member earned nearly $3,400 rizne the average control group member
over this period. Counting earnings and payments from income assistance and SSP
supplements, the income fitre 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 censigl that they were probably concentrated
among the 36 per cent of the program grthgi 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 cadlincome from earnings, IA payments,
and supplement payments by about $17,600.

€ SSP benefited a wide range of IA 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 highlsml graduates as well aogouts, those with and those
without health barriers, those with andhwatit young children, and those with limited prior
work experience as well as those with edesable experience. Even among people who
thought they could not work because of pbgbkdisabilities, problems with child care, or
family or personal responsibilities, SSP had more than doubled full-time employment by the
beginning of the second yeaiter random assignment.

SSP was successful in both British Columdma New Brunswick, two very different
places with different populations, economisd IA systems. Moreover, many of the
program’s effects wergmilar in the two places, in pdrecause the generosity of SSP was
set at different levels in the two provinces to achieve similar effects. In both provinces, for
example, about 35 per cent of program groumivex's ever received the supplement, and the
program'’s effect on cumulative income was about $6,000. The fact that SSP was effective in
such different locations adds credibility to tin@ion that the offer of an earnings supplement
can have important effects in a \&yi of circumstances and locations.

Although supplement receipt and income gaarere similar in the two provinces, impacts
on IA receipt and full-time empyment were somewhat higher in New Brunswick than in
British Columbia. For example, in Quarter 5, S8&uced IA receipt by 16.3 percentage points
in New Brunswick, compared with 10.3 percentpgets 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 Brunswittke program continued to reduce IA receipt (by
6.5 percentage points) and increase full-tengloyment (by 5.4 percentage points).

THE EFFECTS OF SSP ON CHILDREN

SSP was intended primarily to encourage parents to go to work, but the extra work 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 incam®ng single parenibenefit children or
whether children suffer becausereased employment (padiarly 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 Preschool ers at Random Assignment

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. Statisticalesiguéisanc
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 discrepancies in sums and differences.
Sample sizes may vary for individual items because of missing values.

#The Peabody Picture Vocabulary Test-Revised (PPVT-R) is a test 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 behaviou
problems in school. Responses range from 1 (never contacted or contacted once) to 3 (contacted four or more times).
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€ 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-momttl the 54-month follow-ups, program group and
control group children who werefants or toddlers (1 or 22grs of age) at the time of
random assignment had similavels of cognitive and acaehic 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 childrenfunctioning and bel&ur. Considering how
young the children were at the start of the progridis reassuring that the increases in full-
time maternal employment did not result in negative effects for these children.

€ SSP improved cognitive andchool achievement of yang school-age children.

For children who were pre-schoolers (3 or 4 yadrage) at the timef random assignment,
SSP improved both cognitive skills and academideseiment according to both a standardized
math test (given at the 36-month follow-wg)d parent reportdloreover, the program
improved their academic achievem®oth while parents wereceiving the supplement and
after they were no longer eligible for the sugpent. These findings suggest that the benefits
young school-age children experienced dutirgperiod of supplement eligibility set the
children on a trajectory that was sustainedrdémilies 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 adolescents.

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

ES-15



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. Statisticalesignificanc
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 discrepancies in 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 problems in school. Responses range from 1 (never contacted or contacted once) to 3 (contacted four or more times).

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

€ SSP had some negative effects for young adolescents while parents were
receiving the supplement.

At the 36-month follow-up point, young adotesits (13, 14, or 15 years of age at the
time of random assignment) the program group reported doinmgrse in school and being
more likely to have committehinor acts of delinquency sues smoking and drinking.
However, at the 54-month follow-up pojmirogram group and control group parents
provided similar reports regardjrihe behaviour, health, and aeatc achievement of these
adolescents. After parents were longer eligible for the supplement, there were no
significant differences between the pragrgroup and control group adolescents, although
information about the outcomes on which youdglascents performedgsiificantly worse at
the earlier follow-up period was not collected in the final follow-up interview. This finding
suggests that young adolescents may have bepretdy a lack of supervision when parents
were working full time but that the negative effects of SSP were temporary.

€ SSP had few significant effects for older adolescents.

SSP did not significantly affect school progress or involvement in school and work for
older adolescents, who were 16 or 17 yeaegefat the time of random assignment. Older
adolescents in the program group were nligedy to have had a baby by the 54-month
follow-up, but this increase in fertility was natsiciated with other negative outcomes, such
as dropping out of school or being unemployddreover, the adolescents in this group were
adults by the end of the follow-up period, andréhmay be less reasonli®e 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 cetfiteopprogram group received at least one
supplement payment. These families faced a “diifee years later when their eligibility to
take home generous supplent payments ended.

€ Among regular recipients of SSP gpplement payments, income dropped
substantially after families were no longetreligible for the supplement. However,
families did not alter their expenditures or experiencancreased hardship.

Among supplement takers, 291 received the supgemegularly (in at least five of the
last six months of their supplement eligibiligfd therefore were most likely to experience
the effects of the cliff (the “cliff samplg”

As is shown in Table ES.5, supplement pawis represented alsstantial portion of
income for this group. A family in the clifample received about $600 per month on average
from the supplement, which they lost when tiagre no longer eligible for the supplement.
Moreover, their average monthly incomew from about $1,200 during the month of
random assignment to about $1,800 per month whenwere eligible for the supplement
and then diminished somewhat — to less th&/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 payments in five of the last six
months of supplement eligibility.
Rounding may cause slight discrepancies in sums and differences.

To some extent, these familiegre able to replace the income lost when they could no
longer receive the SSP earnings supplementwAdenilies returned to the IA rolls, and the
average IA benefit doubled after the cliff (lvis about only 10 per cent of what it had been
at random assignment). A feamilies were able tomake claims from the unemployment
insurance system, and income from tlwarse doubled after the cliff. Perhaps most
important, the average earnings of cliff sample members increased slightly after the cliff,
implying that the supplement was not the only reason they were working full time.
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Families had less inconadter the cliff, but their toleexpenditures on basic necessities
such as food, clothing, and redgcreased only slightly (nehown 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 18qant after the cliff. Perhaps the amount of
hardship was kept relatively low and theamt of spending kept relatively high by
borrowing money. For examplayerage debt on all items other than a mortgage increased
from about $2,100 to more th&2,700 per cliff sample family.

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

€ Losing the SSP earnings supplement may have caused some people to leave work
or return to the IA rolls, but most regular supplement recipierts did not change
their behaviour when they lost eligibility for the supplement.

Full-time employment for the cliff sample did decline over time after sample members
lost their eligibility for the supplement. Sinttee members of this gup were consistently
receiving the supplement, madtthem were also working full time near the end of their
eligibility period. Eight months after they hadtdheir 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) charteery little after the cliff.

IA receipt for the cliff sample likewise increased from virtually zero prior to the cliff
(since everyone in the group was receiving Sgplements in most months) to about 13 per
cent eight months after the cliff. IA use father 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 prodrad to spend more @ash transfers, and it
had to implement a new programith new rules and infrastructeirAt 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 B&#fit-cost analysis
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Costs to one person may be benefits to another. For example, SSP supplement payments
were paid by the governmeoit provided vital income tmany poor families. In studying
costs and benefits, the benefit-cost analggjdores three perspectives: SSP program group
members, the government, and society adole. The program group’s perspective
identifies net gains or losses for members of the SSP program group. For example, program
group members earned more aadeived SSP supplement payments, but they paid more in
taxes and had to give up IA paymentsdoeive the supplementhe government’s
perspective identifies gains and losses incurred by a combination of the federal and provincial
governments that fund such programs. The gowent paid for cash transfer payments and
for administering the program, but it gained through increased income and sales tax receipts.
The perspective ifociety as a whole combines thegpectives of the program group and
those outside the program (that is, thetgers who fund the éeral and provincial
government budgets). A net loss to society oggthen a loss from one perspective is not a
gain from another. For example, the government paid to operate SSP, but these costs did not
directly provide income to thprogram group. Likewise, a net gain to society occurs when a
gain to one group is not a loss to another. Transfer payments — such as IA and SSP
supplement payments — represent neither a losa 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 notmafteto 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, result®ibehefit-cost analysis differ from results in
the impact analysis for two reasons. First, the SSP benefit-cost analysis projected earnings
through five years to account for the small ongagffects of the program. Second, results in
the benefit-cost analysis were adjusted félation and are express@tpresent value terms
to account for the notion that income gains eariyhe program could va been invested and
therefore were more valuable thacome gains later in the period.

€ SSP provided more than $5,200 in extra tbme and other benefits to the
average family in the program group.

As was described earlier, SSP increased the income that program group members
received in a number of ways, which are sumpeal in the first column in Table ES.6. SSP
increased cash transfer payments, primahnifgugh SSP supplement payments (on average
$3,173 more for program group members tfoarcontrol group members). The program
increased earnings and resulted in jobsphatided extra fringe benefits (on average $4,100
more for program group members than for cargroup members in earnings and the value
of fringe benefits). Progragroup members had to pay pdland income taxes on their
additional earnings and hadpgay income taxes on their supplement payments (program
group members paid on average $2,126 more in dstiltaxes and in lost tax credits than
did control group members). Summing up Yaeious gains and losses, program group
members experienced a finanaaln of $5,256 because of SSP.
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Table ES.6: Five-Year Estimated Net Ga ins 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 (IA) administrative records; payment records from SSP’s Program Management
Information System (PMIS), Employment Insurance (El) 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-méwltbw-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, agdvernmenpublications.

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 IA 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 slight discrepancies in sums and differences.
A operating costs are part of payment administration. For A 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.

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

dAmounts 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. For simplicity, the employee portion
of CPP premiums is counted as a cost to the program group. However, these costs would likely be more than offset by
future pension payments.

€ SSP cost the federal and provinciagovernments about $2,700 per program
group member beyond what was spent on the control group.

To provide the benefits that accruedamilies from SSP, the government spent money
on a number 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 casimsfer payments ($3,173 more spent on program
group members than on control group merslmgr average), although the government
recouped much of this in the form of heghtaxes ($2,126 more pgrogram group member
than control group member). The fedenad grovincial governments also paid for
operational and administrative costs of SSP. SSP required staff to conduct the activities such
as orientation and outreach thetre described earlier. Thest@f conducting these activities
was $1,536 per program group member (netwahga in the administration of the IA
program when program group mbers left income assistasmto receive SSP’s earnings
supplements). Summing up various paymentsg@ains shows that the governments spent
$2,691 per program group member to achieve SSP’s benefits.
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€ From the perspective of society aswahole, SSP’s benefits outweighed its
costs.

As was described abovegtfederal and provincigovernments spent $1,536 per
program group member administering SSP, over and above what would have been spent
administering the 1A program if no progragroup 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 thst column of Table ES.6).

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

It is important to recognize that thesedncial costs and bertsfdo not take into
account nonfinancial benefits or costs, sucthadenefit to society when children perform
better in school, the costs to parents whe gip their time with their children, or the
benefits to parents if their emotional welliiigimproves because they work. Likewise, this
accounting does not include many indirect finahcosts and benefits, such as increased
payments to child care providers from paremit® go to work. It is not clear how these
other nonfinancial costs and benefits would ¢fgatine 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 whorgveffered the supplement were able to find
the full-time jobs required to take up the offen addition, many of the people who took
advantage of the supplemaeiter soon lost their jobs.

Anticipating these problems, SSP also tested an enhanced version of the earnings
supplement program called SSP Plus. In SSP Plus, a small group of IA recipients in New
Brunswick was offered both the earnings supgehand a range of employment services
that were designed to help them find warlgintain that work, and advance in a career
(described in greater detail in the accompanyiox). Services in SSP Plus could be used
whenever a group member thought she coutgfiefrom 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 ofhdaining the earnings supplement with voluntary
job-related services, research sample members in New Brunswick who were recruited for SSP
between November 1994 and Mart995 were randomly assigned to three groups. Those in
the SSP Plus program groupere offered both the earnings supplement and SSP Plus services,
those in theegular SSP program groupere offered only the sugghent, and those in the
control groupwere offered neither the earnings supplement nor SSP Plus services. Of the
892 recipients who were randomly selected amdeabto 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 groampg 251 in the control group.

€ SSP Plus program group members made substantial use of the employment
services they were offered, and they egl more services than 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 timally received first. In addition, more than
two thirds used the resumé service at leask, three quarters received job coaching, and
nearly two thirds received jdbads (primarily by phone). Theb club was the service least
likely to be used.

Fewer people used services after they wemtdrk. For example, only about one fifth of
supplement takers completed an employment ptarsed the resumé service after they had
initiated supplement receipt. In contrast, becagois&€oaches made a carnsus effort to step
up contact wittprogram group membeasdter they found employment and because job
coaching focused on job retention and job adeanent, three in five supplement takers
received job coaching after initiating supplemeteipt. The intensivese of job-coaching
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and job-leads services by supplement takées the supplement takg could have some
bearing on outcomes such as seppnt 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 participatentganized 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 bgcome assistance or other pris. Services focusing on job
retention and job advancenewere generallynavailable in progam group members’
communities.

€ The addition of employment services in SSP Plus significantly increased the
likelihood of supplement recept and had substantial effects on employment,
earnings, and IA use.

About half the long-term welfare recipients in New Brunswick who were offegsel
Plus services found full-time work in the yedter entering the study and therefore were
able to initiate supplement receipt. lontrast, only about 37 peent of regular SSP
program group members took up the supplem#at.orhus, 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. This incrementékeet 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 assignni@n8SP Plus took place (that is, between
November 1994 and March 1995). Th@mparison is shown in the far right-hand column of
Table ES.7.

During the first three years, the effects of addservices 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 addital effect of services on earnings, IA use, and
IA payments were all statistically insignificant.

In the fourth year, however, the incremémtifects of services began to grow. For
example, adding servicesttte supplement offer increaskdl-time employment by about
7 percentage points (from about 33 per cehefregular SSP program group to about 40 per
cent of the SSP Plus program group). Likewise, the additional services began to have
substantial effects on earnin@s impact of $132 per month), dse (a reduction of about
11 percentage points), and IA payrteeta 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 baseline 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 informatiorsssnp
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 are indicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
Rounding may cause slight 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 hours in at least one week during the month.
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€ The effects of additional srvices were 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 ssillbstantial near the end of #olow-up. In the first quarter
of Year 5 — after program group members hadexaging eligible to receive the earnings
supplement — the added services continugddease 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
Year 6, the added services reduced IA redayptearly 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 is important 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 makes it difficult to know how large the effects of a larger
program would be, and further research on a larger version of SSP Plus would help to clarify
how effective job-related services are at aunshg the effects od generous financial
incentive.

POLICY IMPLICATIONS

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

€ Financial incentives alone can encourage long-term welfare recipients to 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 systham with reformers who hoped to use positive
incentives to encourage work. Skeptics of S8Right that long-term welfare recipients had
too many personal 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 effeétom financial incentives allang welfare recipients to
keep more of their welfare cheque when theptve 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 tinagd the program doubled full-time employment
at its peak.

€ When structured properly, programs with financial incentives can be quadruple

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 contrawgr levels, increased earnings by 20 per cent,
increased income by 13 per cent, and substantially increased the number of families with
income above Statistiéanada’s low income cut-offs. Byoviding these benefits at
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relatively low administrative costs, SSP also provided benefits to society estimated at nearly
$2,600 per program group member. This comimneof such large effects on earnings,

income, and poverty with net gains to society fexely been seen in a random assignment
study of a program to encourmgelfare recipients to work.

The structure of the supplemaeniter contributed to this ugue combination of effects.
The supplement was offered only to people Wwhd been on welfare for a year, it was given
only to people who found full-time work withinyear, 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 supplemenptmople who would be relatively unlikely to
work on their own and by ensuring that peowho received the supplement also gained a
substantial amount of their income from earnifgshange in any of these rules would have
made SSP more expensive and less efficient, or would have benefited fewer people.

€ Raising the income of poor families alsprovides benefits to their elementary-
school-age children, ad 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 schaadl on tests of cognigvskills, and some of
these effects were sustaineteaparents were no longer elitg for the supplement. This
result confirms other findings ahincome is important for ddren’s development and that
increased income can have long-lasting efféat 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.

€ Combining other policies with financial incentives might increase their effects.

About one third of the program group wetkfull time and received at least one
supplement payment. Two thirds did not. Taetfthat many families dinot 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 a financial work
incentive could be augmentedpmvide broader benigs, to encourage more people to work,
and to sustain the effects of the program over a longer period of time.

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

Interviews of parents whaid not take up the supplentesffer provide additional
suggestions. Most of the parents who didtakée up the supplement offer said they were
interested in the supplement but could ndl fiull-time work or coud not overcome various
barriers to work within a year of enterittge program. A challenge for policy-makers
interested in implementing an SSP-like financial work incentive is to find other policies that
would help welfare recipientsenefit from the earnings supphent 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

This is the final 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 welfaCenceived and funded by Human Resources
Development Canada (HRDGhanaged by the Social Research and Demonstration
Corporation (SRDC), and evaluated by thenidawer Demonstration Research Corporation
(MDRC) and SRDC, SSP offeredtemporary earnings supplement to selected long-term
income assistance (lA) recipients in British Columbia and New Brunswick. The earnings
supplement was a monthly cash payment avalabkingle 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 empét for up to three years, as long as the
person continued to work full time and remained off income assistance. While collecting the
supplement, the single paragrteived an immediate payofbfn work; for a person working
full time at the minimum wage, total incomeftie taxes was about twice her earnihgs.

To measure the effects of its financial incentive, SSP was designed as a social experiment
using a rigorous, random assignment research design. In the SSP recipiehtretgiypject
of this report, a group of about 6,000 singlegoés 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 randoadgigned to a program group and offered the
SSP supplement, while the remainder formed a control group. This is the final report on the
recipient study, and it describes the impacthefsupplement offer through four and one
half years after random assignment.

Members of the program group were alloviedjualify for the supplement during the
year after random assignment and coutenee the supplement for three years after
qualifying. A person who found full-time work immiiately could consequently receive the
supplement until the end of the third year mflexdom assignment. A person who did not
find full-time work until the end of the fitgear, on the other hand, could receive the
supplement until the end of the fourth yaéter random assignment. As a result, most
program group members had ceased to bétifpr the earnings supplement at least
6 months prior to the end of the period coverethis report, and as long as 18 months prior
to the end of the follow-up periddlhe 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, howcimit cost, and whether the supplement offer
had ongoing effects in the period after pasenvere 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.

3Because of normal administrative delays associated with initiatiyj@ment 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 (anesage of at least 30 hours per week over a
four-week or monthly accounting period, wihet in one or more jobs) and who left
income assistance. The full-time workjugrement ensured that (1) supplement
recipients were preparing feelf-sufficiency, since most Ifecipients would have to
work full time in order to earn enough to remain off income assistance; (2) most
supplement recipients needed to increase thork effort to qualify, since few IA
recipients already worked full time; and (3) earnings were substantial enough so that
earnings plus the supplement payment reptedemlarge increase in income for most
people receiving the supplement.

€ Substantial financial incentive.The supplement was calculated as half the
difference between a participant’s earmrigpm employment and an “earnings
benchmark” set by SSP for each provindee benchmark for each province was set
at a level that would make full-time work pay better than income assistance for most
recipients. During the first year operations, the benchmark was $37,000 in British
Columbia and $30,000 in New BrunswitKherefore, for example, a participant in
British Columbia who worked 35 hoursrpgeek 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 ttotal gross income of $24,870. Unearned
income (such as child support) or earningsther family members did not affect the
amount of the supplement. When tax oliigas and tax credits were taken into
account, most families had incomes $3,008%®00 per year higher with the
earnings supplement program than if teeyrked the same number of hours and
remained on income assistarice.

€ Gradual reduction in benefits as earnings increasdreductions in the supplement
amount occurred more gradually than they do in the case of IA benefits. The
supplement was reduced by 50 cents foryedetlar of increased earnings, following
the supplement calculation formula debed above. The supplement was fully
phased out only at the earnings benchmark levels.

€ Auvailability to single-parent families only. Recruitment for the study was limited to
single parents for several reaséérst, single-parent families make up a substantial
proportion of the IA caseload. Second, singgeents (particularly those with young
children) face considerable barriers to fiilhe employment and are often considered
“unemployable” by the welfare system. Thus, they constitute an important target
group for any new policy that attemptsitorease 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.

5As explained in Chapter 4, the financial advantage or “generosity” of the supplement relative to income assistance
depended on several factors, including family size. Supplement payments, unlike income assistance, did not vary with
family size.

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

Availability to long-term welfare recipients only.The supplement was offered only

to single-parent families who had been on income assistance for 12 months in a 13-
month period. Eligibility for the supplemewas limited to these relatively long-term
welfare recipients for three main reasdfisst, long-term welfare recipients account

for a disproportionate share of welfare spshaking them a critical group to target.
Second, extending eligibility to people whad received incomassistance for less

than a year would probably have resulted large 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 IA receipt requirement
reduced the potential that the program wiaatitract people onto the welfare rolls for
the purpose of being able to receive the supplement.

One-year period to takeadvantage of the offerOnce an IA recipient was selected

to join the program group, she was inforntledt 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 discouragethy in responding to the supplement

offer but gave people time to considlee offer and to find employment. The 12-

month period in which program group meenb could qualify for the supplement is
sometimes referred to asttone-year take-up window.”

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

Voluntary alternative to welfare. People could not receive |A payments while
receiving the supplement. However, no eves required to participate in the
supplement program. After beginning suppésinreceipt, people could decide at any
time to return to income assistance, agylas they gave up supplement receipt and
met the IA eligibility requirements. Theyuld also renew thesupplement receipt

by going back to work full time at any point during the three-year period in which
they were eligible to receive the supptm(also referred to as the “three-year
supplement receipt period” othitee-year supplement period”).

The program allowed someispdes 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 pexkalthough most full-time job schedules
are for 35 to 40 hours), and hours were averaged over a four-week or monthly accounting
period. Thus, supplement takers usually werepeoilized for brief absences — to take care
of a sick child, for example. In additiom average hours worked fell below 30 hours per

"Program group members are said to “take up” the supplement when ¢aegsfully qualify for it. All program group
members who ever took up the supplement are called “supplement takers.”
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week for a four-week or monthly period, thgpplement was pro-radehe first and second
time this happened during a 12nth period. For the third andissequent periods in which
the 30-hour requirement wast met during a year, no supplement payment was made,
ensuring that less-than-full-time employment dai continue to be rewarded. However, the
system allowed supplement takarsother two reduced-payment periods in each of the two
subsequent 12-month periods.

The program provided information and refertal®xisting services in areas such as job
search and education and training but didprotide these services. Providing services
would have made it impossibie 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 cdiddolved only by randomly assigning IA
recipients to three groups — SSP with services, SSP without services, and a control group —
and this was not possible with the budget consisdhat existed at the outset of the project.
It was decided during the design phase thatdimonstration would be most useful if it
tested the effectiveness of an earningspéement per se. Latagdditional resources
permitted the random assignmeita small number of IA repients in 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 completed
in March 1995. Each month, Stditis Canada used IA adminiative 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 IA payments in the
current month and at least 11 of the prior Iéhths. No other resttiions (for example, on
health status) were imposg&8tatistics Canadden 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
in a study of IA recipients and weresited by Statistics Canada interview&Buring 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. By signing the informed consent form, the sample member agreed
to join the study and allow Statistics Canada to collect her records for up to eight years from
various government agencies such as the 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 hagiility 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 eligiblestaeive money in addim to their earnings if
they found a full-time job within the next 12 months.

8Readers should keep in mind that the IA systems in British Columbia and 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 recipients in 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, as longhasperson was still receiving income assistance.
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Roughly 90 per cent of the fielding samplengdeted the baseline survey and signed the
informed consent form. Immediately after theeseline 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 beiagsigned to the program group or the control group, except
for those joining the study between Navger 1994 and March 1995 in New Brunswick,
who were randomly assignedttoreegroups 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-seardssistance and job-counseling seesgiin addition to the opportunity
to participate in the earnings supplememtgpam. Of the 6,028 single parents who were
randomly assigned, 2,880 were assignethégorogram group, 2,849 to the control group,
and 293 to the SSP Plus group.

Random assignment of people to the progaach control groups was a crucial aspect of
the research design, because the program’s effects could not be determined by simply
examining outcomes (activities and experiensash as employment) for IA recipients who
were offered the supplement. In the absence of a program like SSP, IA recipients continually
leave the welfare rolls for many reasons. Some jbbs on their own, others find jobs as a
result of welfare-to-wde programs operated by the IA system, and still 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 evaluatisigevas chosen in order to obtain valid
measures of thdifferenceSSP makes. Because people were assigned to the program group or
control group at random, members of the groups had similar backgrounds and
characteristics. They differed systematicailypnly one respect: program group members were
given the opportunity to participate in the@pplement 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 studiesS$Reapplicant studgxamined
the effects of SSP for parents who had juginereceiving welfare in British Columbia. The
sample for the applicant studgnsisted of 3,316 new IA receits in British Columbia who
were randomly assigned to either a perg 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 papate in SSP’s earnings supplement program.
The first question addressed by this gtugs 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 thmghaviour to establish eligibility for the
supplement. A second question was whether the SSP supplement would increase
employment, earnings, and income for thisup of welfare applicants. Michalopoulos,
Robins, and Card (1999) and Michalopouosl Hoy (2001) found that it did, and by a
substantial amount. A final pert on the applicant studyilbe published separately.

The second special study, t88P Plus studgxamined the effect of combining the
earnings supplement with other services. Anéntioned 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, assistanresumé preparation, and individual job-
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search coaching. Outcomes for the SSP Plus group were compared with those for the
members of the main study’s program groand aontrol group who were randomly assigned
in New Brunswick during the same period.€lgpoal was to determine whether providing
additional job-search services enhanced thexatgpand cost-effectiveness of the supplement
program. According to Quets, Robins, Pilichalopoulos, and Card (1999) and Lei and
Michalopoulos (2001), the addition of empiognt-related services to the earnings
supplement increased use of the supplemehalfybut impacts on employment were small.
Final results from the SSP Plus study aespnted 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 neighbouringaarto the north, south, and east. In New
Brunswick the program operated in a region covering roughly the lower third of the province,
including the cities of Saint John, Monct@amd Fredericton. Figure 1.1 provides an
indication of the timing of key events in the SSP study and in Canadian and provincial
welfare policy. As is shown in the figure, sample members were recruited for the study and
randomly assigned betwedlovember 1992 and March 198The period studied in this
report consists of the 54 mdstafter random assignmenmdiuding the month of random
assignment) for each sample member. For example, for the earliest sample members
randomly assigned, the period studied is Nolver 1992 through April 1997; for those who
were randomly assigned last, the period gdas 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 Canadaistance Plan (CAP, the federal program
that paid a certain percentage of the expenditures incurred by provinces for income assistance
and social serviceSpnd Established PrograrRnancing (EPF, a block grant for health and
post-secondary education) wexigolished and replaced bylkck fund called the Canada
Health and Social Transfer (CHST). Thedeal government’s conlbutions under CHST
have been substantially lower than they wdwdsle been under CAP. Faced with cutbacks in
federal support, provincdgmve made a variety of changegh as reducing welfare benefit
levels, tightening eligibility requirements, and imposing work requirements on welfare
recipients’?

%These 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.

HCAP paid for half of these expenditures until 1990, when paysnwere limited to yearly increases of no more than five
per cent for the three wealthiest provinces: Ontario, Albartd,British Columbia. This limitation was referred to as the
“cap on CAP.”

2Battle (1997) estimates that in 1997-98 federal expendifareCHST 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 eligibility 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 1A
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 otlds, 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 assiStamBetish
Columbia the opposite change occurred, anck#maings disregard was reduced. As a result,
the amount of income that one could obtayrcombining work and welfare was reduced,
and in British Columbia SSP provided an even greater financial work incentive than the 1A
system‘* IA benefit levels were ab made less generousBritish Columbia in 1997, when
the monthly benefit for a single paremith one child was reduced from $982 to $879.

British Columbia made a numbef other changes to its IA system in 1995 and 1996. In
January 1996 sanctions were introduced thattipited anyone in British Columbia who quit
a job without just cause from receiving imee assistance for sironths. Thus, program
group members who found full-time jobs and atiéid 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 examplpphlcants were required to make advance
appointments and to bring various documenthéxr appointments, and the issuance of on-
the-spot checks was eliminated. These changes would be expected to have reinforced the
effects of sanctions, potentialfiecreasing receipt of incomssistance by supplement takers
who quit (or lost) full-time jobs, and consequently to have increased the program’s impacts
on IA receipt?®

In August 1996 British Columbia introduced a monthly “Family Bonus” of $103 per
child (raised to $105 in 1999) for all loweome families with children, and simultaneously
reduced IA benefits by the same amount. Deisefit increased the support for working poor
families and left totabenefits for 1A recipients unchanged. As a result, Family Bonus
payments reduced the relative generosity of income assistance, lowering the incentive for
both program and control group mbers to remain on welfate.

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 is implemented at the discretion of a case manager.

14Until April 1996 single parents who had received income assistfor more than three months in 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 earnings in excess of thatfadisregard. Starting in April 1996 the flat rate disregard
was eliminated.

15British Columbia and New Brunswick made a number of other changes to their |A systems in 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.

%In October 1997 New Brunswick also changed the finanaiairitives 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.
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As Figure 1.1 indicates, each of these potilsginges 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 assigead the end of the intake period, on the
other hand, these policy changes had a consigeadldity to affect the decision to respond
to the supplement offer. The change in thevNBFrunswick earnings disregard in particular
was implemented while a fanumber of people could stilave taken up the supplement
offer.

Economic Conditions

Over the time covered in this reportpaomic conditions also changed in British
Columbia and New Brunswickin both provinces overalhbour market conditions
improved slightly from 1992 to 1995. Nonetbg$, unemployment rates remained at
historically high levels, and employment of-16 44-year-old women actually declined in
British Columbia. From 1995 to 1998 unemployment increased somewhat in New Brunswick
and remained stable iniBsh Columbia, even though the national unemployment rate
continued to fall. However, the job prospefiir women might have improved during this
period, because the employment rate ofth344-year-old women increased in both
provinces. Since the beginning of the SSP study, New Brunswick has had a higher
unemployment rate and a lower average wage than British Columbia.

Since 1992 the minimum wage in both praés has been increased several times,
although it is lower in New Brunswick tham 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 Columbia the minimum ga 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 changabe 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 survewas administered to all sample members just prior to random assignment.
The survey included questions about resporglgender, age, race/ethnicity, and other
demographic characteristics; household commsaind family structure; child care needs;
general quality of life; employment and eags; current income sources and amounts; and
attitudes toward work and welfare. Most sample members comptdiaa-up surveys
approximately 18, 36, and 54 months afserxdom assignment. The surveys included
guestions similar to those that appeared on the baseline survey — that is, questions on
employment and earnings; household compasdiad family structure; child care use;
expenditures and hardshigidacurrent income. Finallgdministrative datasources provided
monthly information on income asssice and SSP supplement payments.

Yadditional 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 recifsethe control group contained 2,849. Of
these original sample members, 4,852 cetegl the 54-month survey — 2,460 in the
program group and 2,392 in the control group &0i84.7 per cent response rate). In this
report, the effects of SSP will be examined using only these sample members, a group called
thereport 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 employntegelated services), and 303 were assigned to the control
group. Of these people, 765 responded édbdrmonth 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 atithe of random assignme In some ways,
this sample of long-term, single-parentrécipients was fairly homogeneous. Nearly all
were women. Only about onemmne had postsecondary edtica. Despite their history of
welfare receipt, more than 9 in 10 had workédome time in their lives. Although few were
currently working at random assignmemsizable minority were looking for work.

Sample members also faced what appeared to be substantial barriers to full-time
employment. In particular, orguarter reported an actiyitimiting physical condition, and
about 1 in 12 reported an emotiopabblem that limited their activity.

Every recipient selected for inclusion in SSP had to have received income assistance in
the month they were selected, an@ireastll of the prior 12 months. At random
assignment, most sample members were imtidst of a considerably longer spell of IA
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 almost alingde members had worked for pay at some
point in the past, more than half the reporhpke was neither working nor looking for work
at random assignment, and fewer tbae quarter were actually working.

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

In some key ways, however, the two samplesewery different. Nearly half in the New
Brunswick sample had been on welfare contirslyptor the prior three years, while more
than one fourth in the British Columbia sampéel been on welfare for less than two of the
prior three years. Nearly one quarter of thesie 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 (IA) administrative records.

Notes:  Sample sizes vary for individual measures because of missing values.
Rounding may cause slight discrepancies in sums and differences.
#Sample members are considered to have an activity-limiting physicedition if they answered yes to any of the following:
“Do you have a long-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 as travel, 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:
“Are you limited in the kind or amount of activity you can do because of a long-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 supplementrddfefinding full-time work within a
year of entering the study? What reas did people cite for not taking up the
supplement? How often did those wiook up the supplement offer receive the
supplement, and how much did they reedinom the supplement? These questions
are addressed in Chapter 2.

Did the offer of a generous earnings seppent increase the @hyment, earnings,

and income of long-term welfare recipients? Did it reduce their reliance on welfare
benefits? Did it reduce poverty and haigsdnd increase expenditures on basic
necessities such as food, clothing, and housing? Did the effects of SSP extend beyond
the period when parents could receivedhenings 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 fimep to full-time work, especially 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 tieeyld no longer receive the earnings

supplement.

Critics of welfare reform policies fear that children will be harmed if their parents go
to work, especially if the children areagkd into poor-quality or age-inappropriate
forms of child care. On the other hand, SSP was designed to increase income, which
may have benefited childreloreover, many proponents 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 migfatve mediated the effects of employment

and income, including child care, marriage and family formation, and housing.

The “cliff” — when SSP supplement recipiemisded their three years of eligibility
for the supplement — represented aeptitilly dramatic time for supplement
recipients. Many had learned to counthmmdreds of extra dollars each month from
the earnings supplement. How did the losthefsupplement affect them and their
decisions? This issue is explored in Chaptevhich 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-mdotlow-up surveys; and notes recorded
by SSP staff in the Program Management Information System (PMIS). All three
sources might shed light on how families reacted to the cliff.
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€ SSP’s remarkable 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 tioerheir lost welfare benefits. Just what
was the cost of SSP’s effects? Chapter 7 presents a benefit-cost analysis 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 offeredetiings supplement but were not offered
help in finding or keeping jobs. To inte&gate the importance of such assistance, a
small group of long-term welfare recipisnin New Brunswick were assigned at
random to a program called SSP Plus. SSP Plus program group members were
offered the program’s earnings supplemant SSP staff provided them with services
such as job clubs, assistance in resumégpagipn, and individual job-search coaching.
Chapter 8 investigates whether the comtiamaof the earnings supplement plus these
voluntary services produced larger effetttan did the supplement offer alone.

€ The results in SSP hold out the promise that policy-makers in Canadian provinces or
other countries might be able to encage 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 @@, which concludes the report.
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Chapter 2:
Supplement Receipt

The central feature of the Self-Sufficienéyoject (SSP) was the earnings supplement
payment. This chapter describes how3&® supplement was delivered, who received the
supplement, when they received it, how mtlady received, and what happened after they
stopped receiving it. This analysis furthers emstianding of the nature of the program’s
principal treatment: who toakup and how. This chapter does not deal with the
effectiveness or impact of the programiiethis the topic of subsequent chapters.

Data for the analysis came from several sources. The SSP Program Management
Information System (PMISInd provincial income assasice (IA) records provided
information about supplement and IA paymengspectively. Surveys of participants
provided information about demographic characteristics, attitudes, and employment history
as well as respondent statements about wény thight not have taken up the supplement.
Notes from SSP case files providadiitional information about supplement receipt. Finally,
focus groups captured the experiences of tincgaants in 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

€ Slightly more than one third of the program group members who were offered
the supplement went on to receive at least one supplement paymentose who
received at least one supplement payment (or “takers”) were more prepared for the
labour force — with more education, maverk experience, and fewer barriers to
work — than those who received no suppdatnpayments. The most commonly cited
reasons for not receiving a supplement paynwere inability to find a job, personal
or family responsibilities, and higa problems or disabilities.

€ Those who received tk supplement received a substantial amount of money.
Total payments over three years averaged more than $18,000. During months of
supplement payment, takers receiveca@rage of $820 per month — slightly less
than their average monthly combined rent and grocery bill of $878.

€ Supplement dollars were not evenly distributed among takerslotal supplement
payments averaged less than $5,000 for the 25 per cent of takers who received the
least money in supplement paymentscantrast, 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 differences in the
number of months in which the supplemensweceived. A quarter of takers received
the supplement virtually throughout theabryear eligibility period (in 33 months or
more). In contrast, another quartetaers — the least frequent supplement
recipients — had payments in 13 or few@onths. Among all takers, the average
number of months with supplement payments was 22.
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€ Few takers went back and forth frequently between monthly receipt and
nonreceipt. The most usual case was that seppnt payments did not start again
once they had stopped for at least two hmenOn average, the longest period that
takers would receive payments withoute-month break was 18 months. However,
temporary gaps in supplement receipt wer@xgvortant factor in explaining the level
of supplement receipt in most months.

€ About half of all takers received their last supplement at the end of their three-
year eligibility period. Those takers suffered much smaller declines in full-time
employment after their paymergaded than other takers did.

PUTTING THE SUPPLEMENT INTO EFFECT

For the SSP experiment to test the effect of a financial incentive accurately, program
group members needed to be certain theyldbe rewarded if they worked full time.
Therefore, implementing an effective delivery system was vital to the test of the SSP
earnings supplement. A system was needativibbuld notify people of their eligibility,
verify their employment stas, 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 members to tier @ind the resulting delivery of supplement
payments.

Within 10 days of the baseline interviestudy members assigned to the program group
were notified by mail of theirligjibility to receive earnings supplements if they met the work
requirements. SSP program providers were then responsible for contacting program group
members and orienting them to the programr@aess described in Lui-Gurr, Currie Vernon,
& Mijanovich, 1994). Program groupembers had up to 12 months from the date of random
assignment to initiate futime employment and thus qualify for the supplement.

Upon finding suitable employment, participahtsd to visit an SSP office in person with
their employment documents torifg the employment offer. Eligible employment had to be
insurable under the Employment Insurance gggtem, had to be paid at the minimum wage
or higher, and had to occupy 30 hours oreneach week. Selfrgployment was allowed
under special and stringent rules. Pay stubs were to be mailed to a single SSP payment office
responsible for calculating the amount opplements. Monthly supplement cheques were
either mailed to recipients directly deposited into their bank accounts. The system was
designed to minimize the number of bureaucratialles involved in receiving supplement
payments.

SSP staff concentrated their program activities on the pre-supplement period. However,
services did continue throughout supplemexeipt. Two months after supplement initiation,
SSP staff contacted supplement takers to discuss their progress and to answer any questions.
Support for payment-related issues, suctiedayed mailings of pay stubs and supplement
cheques, was ongoing. Offices were permitted to provide information and referrals for
supplement takers, but this service waslyarsed. Money management workshops were
targeted on supplement takers but hadtike-up (Mijanovich & Long, 1995). Finally,

-16-



attempts were made to interview all continuing supplement takers 4 months before their
36 months of supplement entittement caman end and 8 months afterwatds.

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 majority apparently impressed by the program’s
financial benefits and its potential rolepromoting independence from the welfare system.
SSP staff reported that the message mostlysambraced by those attending orientation
sessions was that the supplement had thigyab 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 a latectis group recalled that, initially, “I just didn’t
understand that someone was gdim give me money [that seone 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 wereegn a year to find full-time employment and qualify for
the supplement. The intent of the 12-ntodeadline 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 pragrgroup members from participating in the
supplement receipt. Those most likely todxeluded from supplement receipt were those
with significant barriers to employmeat the time of random assignment.

Also at risk of being excluded were thoskondelayed their job search until the end of
the eligibility period or weredo selective about the jobs thepuld acceptThese factors
may have caused some program group membenrsgage in a last-minute rush to qualify for
the supplement. Some evidence of this rest be inferred by looking at the number of
program group members who took up the supplenm a given month as a percentagje
those who had not already takenthe supplement in earlier month$his percentage
doubled from 2.6 per cent in Month 9 after ramdassignment to 5.1 per cent in Month 13.
In the end, about 36 per cent of the progigroup found full-time eployment in time to
become supplement takérs.

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

2Program group members whmok 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
is known as a hazard rate.

®*There was some additional initiation of supplemeseipt in the 14th, 15th, and 16th months following random
assignment, involving small numbers 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 exgrere on average than non-takers, as is shown
in Table 2.1 For example, 57.7 per cent of takersd lhahigh school diploma or equivalent,
versus 41.5 per cent of non-takers. Educatekers were more likely to qualify for the
supplement because their education might ntladeen more productive and more likely to be
hired for full-time jobs than otherwise comphte persons with ¢s education. Similarly,

13.6 per cent of takers had full-time employma&intandom assignment compared with 3 per
cent of non-takers. In contrast, family pessibilities prevented work prior to random
assignment for 26.7 per cent of non-takausfor only 15.7 per cent of takers.

Table 2.1: Baseline Characteri stics 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 a logit probability model.
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Reasons for Not Taking Up the Supplement

Just under two thirds of the program gro@p per cent) did not take up the supplement.
In the 18-month follow-up survey, 32.9 per centlase non-takers said they did not receive
a supplement primarily because they couldfimat a job (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 secsi finding that non-takers were less prepared
for work than takers at the time of randossignment. They are also consistent with the
hypothesis that take-up might have been @éighprogram group members had been given
more training in how to find a job or more time to find éi8ubstantial proportions of non-
takers also cited personal afiaghily responsibilities as the majtactor in not taking up the
supplement. Table 2.2 also shows that f@w-takers said they did not take up the
supplement because the suppletferas not worth it” or because income assistance left
them “better off” or “more secure.” These low percentages provide some evidence that
supplement take-up was not hindered by lackupiplement generosity. Finally, there is little
evidence that the supplement was not takebagause people were holding out for high-
paying jobs. This finding might suggest tha tiush to accept work in the final months of
the eligibility period was primarily due to diffitty in finding a job or delayed job search
rather than an extensive search for a high-paying job.

Focus groups of takers and non-takers fourrdptex combinations of barriers such as
poor health, bad timing, concerns over ¢fiects on children, féieg underqualified, and
being unable to pay for a babysitter whdbe seeking (Bancroft & Currie Vernon, 1995). In
these groups, child care concerns appearbd tomixture of reluctance to leave children
without the full-time care thadarents themselves could prdgiand doubts over the suitability
or affordability of alternative caregivers. Ase focus group particmt stated, “I want
someone to be able to care and nurtumewahile I’'m not there” (Mijanovich & Long, 1995).

Other reactions in the focus groups were mmoneed. Participants expressed both anxiety
and excitement about shifting froa means-tested welfare system designed to meet family
needs to a system that paid only accordingaimings from employment. Tied up in such
concerns were fears over losing the entittementédical and dental benefits that accompanied
IA receipt.In addition, some participantgere skeptical about their ability to return to income
assistance if they accepted the supplement. “Once you get a job, if you quit you can’t get back
on welfare,” said one focus group pagpant (Bancroft & Currie Vernon, 1995).

Many who were offered the supplement appddrindered even in making the decision
to start a job search. Some rationalized their reluctance in terms of the practical hurdles they
perceived: the hopelessness of finding a judh law expectations regarding child care. For
others, the risk in searching for work wasrsnemotional. Participants commonly exhibited
low self-esteem and feared disappointmetitefy embarked on a venture at which they
personally expected to fail (Bancroft & Curkiernon, 1995). In fact, although a majority of
non-takers initially expigsed interest in the supplemeffeq case note kgews suggested
that only about one third ofon-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 2 (%)
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
guestion 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-taders who searched for work during the
eligibility year, at least half the programogip must have been looking for full-time work
within the 12-month eligibility period or were already working at the time of the baseline
survey. At least a third of these programugy members who looked for work did not secure
a full-time job within the 12-month eligibility period.

These unsuccessful attempts to find woffier some evidence that the one-year
restriction on supplement initiation did redube use, and possibly the impact, of the
supplement. This view is supported by the increaslee rate of take-up in the final months
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of the eligibility period. Ultimatly, some of the non-takersuch as unsuccessful job
searchers, might have becotakers if the eligibility periodhad been somewhat longer.

Patterns of Supplement Payments

It is useful in understanding the expederof 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 mi@tpplement receipt increased
rapidly during the first months after rand@ssignment as program group members received
their first supplement payments. In Morith, the percentage of program group members
receiving the supplement reached its highesitp@b 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 percentagetpdivided by 36 percentage points). After
Month 15, the supplement receipt fell asithfeux of new takers ceased and full-time
employment fell among takers. After Mbrn®6, monthly supplement receipt fell more
rapidly as takers reached the end of their three-year eligibility 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 patteaisupplement receipt can be seen more clearly in
Figure 2.2, which shows supplement receiptdiers from their first month of supplement
receipt. Supplement receipt among takers dropaeidly to 62 per cent in the first eight
months after the first supplement payment was recéidmbt of the decline during this
period was caused by the rapid rise in the@atage 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 declsied/ly over the next 22 months as declining
temporary non-receipt mostly offset incregspermanent 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, supphent takers received a substantial amount
of money. As is shown in Table 2.3, suppéarnhtakers received an average of $18,256 in
supplement payments. During months of supgletneceipt, the supplement takers received
an average of $820 per month — slightly less than their average rent and grocery bill for a
month, $878.

Some takers received more than othersTAlsle 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 payts averaged less than $5,000 for the 25 per
cent of takers who received the least money in supplement payments. As a result of this
variation, 43 per cent of all supplement dollarsitie 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 differentecipients. Table 2.3 shows that mtadters received similar monthly
payments: 50 per cent of recipients receinemhthly supplement payments of between $716
and $942. One explanation for the similaritynodnthly payments is the concentration of
SSP recipients in jobs that paid close to the minimum wage.

Duration of Supplement Payments

The major factor explaininthe difference in total aount received in supplement
payments is the variation in the numb&months during which the supplement was
received. Table 2.3 shows that 25 per cenakérs received 13 or fewer months of
supplement payment while another 25 per cemtkdrs received more than 33 months of
payment. The latter group, intensivakers, had more labour nkat experience and fewer
barriers to employment than non-interestakers and non-takers (see Table 2.1).

%The average number of months was 22.
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Often, these monthly payments were eitt@nsecutive or with only a few breaks of
more than a single month, as is showitable 2.5. Few takers went back and forth from
receipt to non-receipt of the supplement. Ehowst likely to have the lowest number of
spells were the most intensive takers and the least intensiv® @thsr takers had a
somewhat larger number of $iseand, consequently, periodstween supplement receipt.
As was seen in Figure 2.2, these temporaryogerof non-receipt were an important factor in
determining the percentage of takers recgjthe supplement. Therefore, policies that
extend the spells of supplement receipt or hetipients 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 payments is counted as a spell if it has no two-month period without a payment.

WHEN SUPPLEMENT PAYMENTS END

Table 2.6 shows what happened to supplenaders during the six months after their
supplement payments ended. It compares thagreence with their gperiences before their
supplement ended and immedigteefore random assignméniTable 2.6 splits takers into
two equal-sized groups ofgtiover 400 takers each:

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

2. Job loserswhose payments stopped beforethieiee-year eligibility window ran
out — less than 35 months after theisfisupplement payment (bottom panel)

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

19A series of monthly supplement payments is counted as a consecutive spell of payments if there is no two-month period

without a payment.

“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 begins in Chapter 3.
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payments. In contrast, job losers usually lost their supplement because they no longer had
full-time employment. Thereforéhey could be expected to dwre poorly after the end of
their supplement payments than the eligibility los&é8econd, as is shown in Table 2.6,
eligibility losers were more job-ready in theonth prior to random assignment than were job
losers. Job-ready takers usually do bettéalimur markets than non-job-ready takers under
any circumstances, includingetthoss of supplement payments.

Table 2.6: Labour Market Outcomes of Takers Be fore 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 remarkabiprovement between the month before
random assignment and six months before tast supplement payment, as shown in the
second column of numbers in Table 2.6. 18qipt had fallen drantigally, while full-time
employment had risen sharply for both groups. Haxeat that point, eligibility losers were
more likely to be working than job losers.eérbutcomes of these groups remained relatively
stable until just before the supplement payte@mded, as shown in the third column of
numbers.

12The end of the eligibility window may have caused supplement payments to end for a small number of takers in the bottom
panel and may not have caused payments to end for a small number in the top panel. This is because the supplement data
recorded the month that the supplement chequéssasd not the month that it wasarned Therefore, the data cannot
precisely identify when the three-year eligibility period endetause this period was based on when the supplement was
earned
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That stability ended abruptly for job losevkeen 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 point219 per cent in the month after their last
supplement paymefitln contrast, eligibility 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 utbstantial deteriation in their labour-
market performance in the following mont&x months after the end of their supplement
payments, their full-time employent declined by 16.8 percegepoints from its level one
month prior to their last supplement paymeiawever, this decline still left their full-time
employment 47.1 percentage points higher than job losers.

Both groups did much better while receiviihg supplement than they did in the month
prior to random assignment. Eligibility losergntinued to do much better after their
supplement payments ended. THall-time employment rose more than 50 percentage
points between the month prior to random assigmt and six months after their supplement
payments ended. Job losers had a more staggrovement 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 is unfair to conclude from these exipaces that SSP was a success or a failure,
overall or for any one group. The eligibility loasevere the most job-ready and therefore
could be expected to do better than othketsunder most circumstances. In addition,
Table 2.6 captures their experes further from the month of random assignment than the
other takers’ experiences. Therefore, thag 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 thegrnces of a comparable group who were not
offered the supplement. These comparisenthe experimental impacts — are detailed
beginning in the next chapter.

BFull-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 haseuirately recalled their hours of work.
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Chapter 3:
Effects on Employment, Benefits, and Income

SSP was designed as an alternative 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 parents in 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 subBgioost to their monthly incomes.

But measuring the program'’s effects onpdmyment, earnings, and income requires
knowing what would have happened to proggroup members, including those who did not
take up the supplement, in the absence@ptiogram. Under a random-assignment design,
the outcomes for the control group provide aateiestimates of this information. This
chapter presents experimental estimates of the effects of SSP by comparing employment,
benefit receipt, and income for the programd @ontrol groups for up to five years after
random assignment. The analysis presenteddiifees from that in Chapter 2, which is a
descriptive analysis that focuses$etp on people offered the supplement.

SUMMARY OF FINDINGS

€ SSP increased full-time employment and earnings through the fourth yeaA
key feature of the SSP supplement was that it was limited to three years, designed
specifically to provide a temporary boostfémnilies’ incomes as they moved toward
self-sufficiency. For this reason, the pragta biggest effects were likely to occur
while families were stileligible 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, loe program to have increased employment
beyond that point if, for example, it led goeater employment stability or earnings
growth among those who took up the sup@amAlthough the program did not lead
to many of these indirect effects, it was successful in that it moved a substantial
number of parents into work during the fifstir 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 dianing of Year 2. This effect on
employment remained strong througba¥ 3 and was somewhat smaller during
Year 4. Most of the program’s effectawwa about because it encouraged people who
would not have worked to find jobs, ratiiban encouraging people who would have
worked part time to take full-time jobs. Finally, because the program increased
employment, it also increased earnings.average, program group members earned
about $3,200 more than control group members over the four-year period.

€ SSP reduced the use of income assistance through the fifth yeBeople who took
up the SSP offer were required to leave income assistance (lIA), although they could
return at any point if they stopped recegyihe supplement. As a result, the program
reduced IA receipt. The largest effects were during Year 2, when program group
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members received on average $1,200 less in IA payments than control group
members. Although the impacts faded over time, SSP continued to reduce IA 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 the end of Year 4.The increase in supplement receipt was not matched
dollar-for-dollar by a reduction in IA reg#, since some supplement takers left
Income assistance to receive the suppleraedtothers would have left anyway. As a
result, the program increased the use of cash transfers through the fourth year. In
Year 4, for example, program group members received on average $488 more in 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 tiliely the program group members had higher
average incomes than the control groog gewer of them were below Statistics
Canada’s low income cut-offs. SSP reduced poverty by 12.4 percentage points during
Year 2 and by 9.4 percentage points duiegr 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. As with the employment effects, the effects on income
and poverty occurred during the periodahich families were eligible for the
supplement. By the end of Year 4, incoamel poverty were similar for the program
and control groups.

€ SSP’s impacts on employment diminished because some supplement takers lost
their jobs over time and because employment rates increased for the control
group. At the beginning of Year 2, twice as many parents in the SSP group as in the
control group were working full time. Thepacts gradually faded over time, with
the result that employment rates wereikar 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 graduallgiieases or because some people in the
program group who went to work eventydbse 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, andiafamber 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 befits than they could receivmder welfare butonditioned these
benefits on full-time work. A key question for the evaluation is whether this approach, which
was designed to reduce poverty as well, eféective at increasing work. This section
presents the program’s impacts on employnagit earnings through the middle of Year 5, a
point at which no program group members were eligible for the supplement.
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Employment and Earnings

The program’s effects on full-time employmeain be seen in gire 3.1. The figure
shows the percentage in each group who worked full time in each of the 12 months before
and 52 months after random assignmédntthe year prior to random assignment, only about
six to seven per cent of either group worked given month. That there are no differences
between the two groups at this point is the ltesfrandomly assigning parents to one of the
two groups. Random assignment ensuresttigatwo 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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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 more in at least one week during the month.

A difference between the two groups egest inmediately after random assignment,
when employment increased much more rapidi 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, wihenability to take up the supplement ended.

By Month 13, for example, 30 per centtbé 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 the first year, full-time employmentssted fairly constant for the program group
and gradually increased for the control groupaAsgsult, the impacts diminished through the
end of the follow-up period, although they remaifedy large through the beginning of the
fourth year. By Month 50, the impact employment was 3.6 percentage points.

The impacts were expected to peak atlibginning of the second year, since the
supplement offer ended at that point. Peapline program group who did not take up the
supplement during Year 1 had no added incentigotto work after that point, since they
were no longer eligible to receive it. In other words, they faced the same work incentives as
the control group. Although it is possible thag firogram could have affected those who did
not take up the supplement — for examplé, éihcouraged them to look for work during
Year 1, and their job-search efforts subsequentseased their chances of finding jobs after
that point — the impacts that remained after Year 1 were driven largely by the one third of
the program group that took up the supplementvearé eligible to receive it for the next
three years. The impacts might also have diminished over time if more and more people in
the control group went to work or if sorpeople in the program group who went to work
lost their jobs. A later section examingkich of these two factors was behind the
diminishing impacts.

Table 3.1 summarizes the program’s effectemployment and earnings. (Impacts on
quarterly employment and earnings andgach province separately are shown in
Appendix C.) The first panel shows full-time ployment rates, and the first and second
columns show the outcomes for the program amdrol 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 pettege 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 prograecefind is not the result of chance variation
between the two groups. An impact is significarthat 10 per cent level, for example, if there
is less than a 10 per cent chance that it could hasen by chance, or from a program with no
true effect.

Following the pattern shown in Figure 3the impacts on full-time work were largest
during Year 2, at 12.6 percentgg@nts, and diminished thereafter. By Year 4, average
monthly employment rates for the program grawgye 6.1 percentage points higher than for
the control group.By the last quarter of follow-upr 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 entadow-up period, rather than just at the end.
Although the impacts in Year 5 were sméle program substantially increased work
experience over the entire follow-up period.

The impacts for the full sample mask somfiéedénces 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

The impacts shown here for Year 1 through Year 3 do not exactly match those shown in Michalopoulos, Card, Gennetian,
Harknett, & Robins, 2000, because the sample of parents wiandesd to the 54-month survey is slightly different from
those who responded to the 36-month survey.
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assistance were somewhat krgh 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 are indicated as: * = 10 per cent; ** = 5 per cent; *** = 1 per cent.
Rounding may cause slight discrepancies in sums and differences.
#Full-time employment” is defined as working 30 or more hours in at least one week during the month.
PAverage 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-temgloyment rates, and the third panel
shows overall employment rates, or the petage working either part time or full time.
Comparing these two panels with the first is instructive, 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 all to
take full-time jobs. If the progm operated primarily through the first effect, then it should
have reduced part-time work by as much as it increased full-time work. The pattern of
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impacts shown in the second and third panajgeasts 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 movtilietime 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 remainidg.4 percentage points camenfrpeople who took full-time

jobs because of the program but would not have worked otherwise.

The final panel of Table 3.1 shows average earnings during each follow-up year. The
impacts on earnings follow a similar pattern tosh for employment, peaking in Year 2 and
falling thereafter. On average, progrgroup members earned $4,440 during Year 2,
compared with $3,222 for control group members, for an impact of $1,218. The numbers
shown here are fairly low because theyarerages over all single parents in each group,
including zero earnings for those who did natrk. 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 yearYear 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 ($32301). The fact that average earnings
among workers — note that this is a non-expental comparison — are similar for the two
groups suggests that the program producddchaact on average earnings because it
encouraged more people to work and naiose people in the program group got higher-
paying jobs than their control group counterparts.

Employment Stability and the Nu  mber of Months Employed

SSP encouraged more people to go to work, but how much did they work and how
consistently did they stay employed? @f¢he 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 tetmaddition, 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 th&upplement. For these longerrteeffects to occur, people who
went to work because of the supplement widwdve 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 forsakestay employed during the three-year
period, since each month of not working methie loss of a substantial amount of extra
income — over $800, as is shown in Chapter 2. &ffexct might also have led to an increase
in employment stability after the three-ygaint, because the program group would have
accumulated more consistent work experie@ethe other hand, the program might have
decreased stable employmenit #ncouraged 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 programght have had more problems staying employed
than those who would have worked anyway.

Table 3.2 presents an analysis of emplayns¢ability and number of months employed
through Month 52. (A similar analysis tugh Month 36 appears in an earlier report
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(Michalopoulos et al., 2000).) The first rolwosvs the number of months employed full time,
which is another way of quantifying theggram’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 mentb 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

Sources: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 discrepancies in sums and differences.
Statistical significance levels are indicated 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 sevenalws track the program'’s effect in subsequent follow-up
periods among those who worked full time in the first 18 months, divided into employment
that was stable versus employment that wastable. Stable employment is defined as
employment for 12 or more months ofji@en period, while unstable employment is
employment for fewer than 12 months. Thstftwo rows examine what fraction of the
employment was stable versus unstable amtins 19 to 34 of the follow-up period, and the
next two rows present the same breakdowmfonths 35 to 52 of the follow-up period.

For the program group, for example, 42.6 pert of the parents worked full time at
some point during the first 18 months.t@fi that group, a little less than half —
19.6 percentage points — worked stably duthgnext 16 months, and a little more than
half — 23.1 percentage points — did not. Fallog these same parents into the last
18 months of the follow-up period, thevidiion was similar — 18.9 and 23.7 percentage
points respectively. Note that even thoughghecentage of parents with stable employment
is the same in the two later periods, it dnesnecessarily follow that the same people
worked stably in both periods. Some parents $table employment in the first period and
not in the second, while others had unstablpleyment in the first period but stable
employment in the second period.

The impacts suggest that most of the empleyt generated by the program was stable
during months 19 to 34. The pragn increased the percentagjearents employed full time
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during the first 18 months by 15 percentagets: that is, 42.6 per cent of the program

group worked at some point during this timempared 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-patage-point increase in employment, two

thirds, or 10.3 percentage points, was stabiployment, 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 esypient generated by the program was not
primarily stable, but ha