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Introduction

A substantial employment gap between Ethnic Minorities and the overall working-
age population in Great Britain has been observable for several decades (Cabinet
Office, 2003). There have been a number of studies over the years that have
attempted to uncover how much of this gap is due to differences in observable
characteristics and how much remains unexplained. This unexplained ‘residual’
difference between ethnic groups is usually taken as evidence of discrimination.

Clearly, access to Jobcentre Plus services may be one way of overcoming any
disadvantage that Ethnic Minorities may experience in the labour market and the
extent to which Jobcentre Plus delivers ethnic parity in labour market outcomes
from its services is of clear policy interest.

This exhaustive study estimates the extent of ethnic parity in employment and
benefit outcomes for 2,658 different Ethnic Minority subgroups accessing a range
of Jobcentre Plus services and programmes in 2003:

* Incapacity Benefit (IB);

e Income Support (IS);

* Jobseeker’s Allowance (JSA);

e New Deal for Lone Parents (NDLP);

e New Deal for individuals aged 25 plus (ND25+);
e New Deal for Young People (NDYP);

e New Deal for Disabled People (NDDP);

e New Deal for Musicians (NDfM);

e Basic Skills;

e Work-Based Learning for Adults (WBLA);
e Employment Zones (Ezones);

e Ethnic Minority Outreach.
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Customers in receipt of IB, IS or JSA, plus those who participate in NDLP, ND25+
or NDYP, are analysed separately in Chapters 6 to 11 respectively. These customers
are joined by those who participate in NDDP, NDfM, Basic Skills, WBLA, Ezones or
Ethnic Minority Outreach in the analysis of Jobcentre Plus overall in Chapter 5. The
subgroups are defined by Ethnic Minority group, programme/benefit accessed,
gender and region.

All the analysis uses data from the Work and Pensions Longitudinal Study (WPLS)
— a relational database owned by the Department for Work and Pensions (DWP),
which contains longitudinal (spell-based) information on individuals’ work, benefit
and pension histories. Data within the WPLS come from administrative data on
benefit claims (DWP); administrative data on employment, earnings, savings, tax
credits and pensions (Her Majesty’s Revenue & Customs (HMRC)); and operational
data on customers’ activities (e.g. participation in back-to-work programmes)
(Jobcentre Plus). More details about the WPLS and the sample selection procedures
for the analysis are given in Chapter 3.

This report is a summary of a much more detailed and extensive report available
online at www.ifs.org.uk

Methodology

Ethnic parity in outcomes from Jobcentre Plus services occurs if there is no
difference, on average, between the outcome for an Ethnic Minority participant
and the outcome for an ‘otherwise-identical” White British participant. Where
parity does not exist, there will be either an ethnic penalty — if Ethnic Minority
customers experience worse outcomes than otherwise-identical White customers
—or an ethnic premium — if Ethnic Minority customers experience more favourable
outcomes than otherwise-identical White customers.” The report tries to get as
close as possible to this ideal or ‘true’ measure of ethnic parity.

The DWP previously monitored ethnic parity in employment programmes — NDYP,
ND25+ and NDLP —through the use of a monthly measure based on the difference
between the proportions of Ethnic Minority and White programme leavers who
find jobs.

! For the remainder of the report, claiming benefits is considered to be a
negative outcome while employment and sustained employment are positive
ones.
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There are a number of problems with this approach (outlined more fully in
Chapter 2):

e [t simply compares outcomes for Whites and Ethnic Minorities, without making
any attempt to compare the Ethnic Minority group of interest with otherwise-
identical White individuals. This will not provide a true measure of ethnic parity
if there are systematic differences between the two groups that also affect
outcomes (the so-called selection bias problem). Simple perusal of the WPLS
data shows that this is potentially a big problem. For example, Ethnic Minority
customers tend to have spent less time in employment and more time on
benefits in the three years prior to accessing Jobcentre Plus services than White
customers.

e |t considers the difference in the proportion of recorded job starts between
certain dates for White and Ethnic Minority participants who are observed to
leave the New Deal. Thus, individuals who do not leave are completely ignored
and an important part of the story may be lost. It also does not distinguish
between stocks and flows.

e |tis based on spells rather than individuals; hence, repeated exits to jobs will be
counted as multiple successes.

e |t only considers a move into a job as an outcome and ignores possible future
spells, including a return to benefits.

In this report, a new approach is used which specifically addresses the shortcomings
of previous methodologies:

e |t carefully controls for observed (and in some cases unobserved) differences
between Ethnic Minority and White customers using a range of appropriate
methods.

e |t focuses on benefit and programme inflows in a particular year (2003)
and therefore specifically accounts for both leavers and non-leavers since, by
construction, the outcomes of everybody who has entered a programme or
started claiming a benefit in that year is counted in the analysis.

e |t chooses individuals as the unit of analysis and not spells, so does not reward
repeated exits.

e |t obtains a fuller picture of ethnic parity by considering employment, sustainable
employment? and benefit outcomes.

Analysis was conducted for Jobcentre Plus overall, and then for six separate benefits
and programmes: IB, IS, JSA, NDLP, ND25+ and NDYP. In each case, analysis was

2 An individual is counted as being in sustained employment if they are
recorded to have been continuously employed for at least three months (90
days). This outcome is not discussed in the summary report because in most
cases the results are very similar to those for employment. Full details can be
found in the main report at www.ifs.org.uk
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conducted for a large number of subgroups (defined by ethnicity, sex and region),
sample sizes permitting.

Sample definitions differed slightly for different benefits and programmes (see
Section 3.2 for details), but, essentially, they included all individuals who:

e started a relevant spell during 2003;
e were aged appropriately on the start date (e.g. 18-24 for NDYP);

e did not have a basic skills language need.?

The preferred estimation method adopted in this study involves using propensity
score matching techniques (‘matching’) to estimate ethnic parity. The key question
that needs answering for each Ethnic Minority group is: ‘How different would
their labour market outcomes have been if they had been White?'. Regression-
based techniques were also used to measure ethnic parity with comparisons made
between the different methods. Details of the methods used in this project are
given in Section 2.5.

Both matching and regression methods, however, are based on the assumption
that all outcome-relevant differences between White and Ethnic Minority
Jobcentre Plus customers can be observed. The success and reliability of ethnic
parity estimates based on either of these approaches thus depends crucially on
the amount and quality of the characteristics observed. Chapter 3 provides the full
details of the characteristics that are controlled for in the analysis of the report. In
instances where the WPLS did not contain important variables, such as individual
educational achievement, local neighbourhood Census data was used as a proxy.
As a final check on the robustness of these results, difference-in-differences
(DiD)methods are used, which, under certain assumptions, also control for the
impact of unobserved characteristics.*

An advantage of matching is that it provides a series of diagnostic tests that can
be used to analyse how well the Ethnic Minority and White samples have been
matched.

This is very important because when Ethnic Minority and White samples cannot
be reweighted satisfactorily, it is not clear that any of the methods will provide
unbiased estimates of ethnic parity. What is clear, however, is that using raw
differences in outcomes between Ethnic Minorities and Whites to estimate ethnic
parity gives a misleading picture in almost every case.

3 Individuals with a basic skills language need were excluded because they may
have considerably different labour market prospects from those who speak
English fluently. Language needs seem likely to be concentrated among
Ethnic Minorities, making it near impossible to find comparable Whites.

4 See Section 4.3 for details of the assumptions made in DiD analysis.
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Results

The major finding from this comprehensive study is that there was a fundamental
lack of comparability between the White and Ethnic Minority groups. The
characteristics of different Ethnic Minority groups and White customers accessing
the range of Jobcentre Plus programmes and services are different. Therefore,
estimating quantitatively the extent of ethnic parity in Jobcentre Plus programmes
and services was simply not possible for a large proportion of the subgroups
considered in the report.

For each benefit or programme, the total possible number of subgroups for which
analysis could have been run is 3,744 (16 ethnic groups x 3 gender groups (males,
females and both) x 78 regions). Most of these, however, contained far too few
Ethnic Minority individuals for results to be calculated (it was required that at least
400 were required). The proportion of subgroups that contained at least 400
Ethnic Minorities ranged from 2.4 per cent for IB to 30.6 per cent for Jobcentre
Plus overall. See Table 4.1 for further details.

Among those subgroups that were large enough, the proportion that produced
reliable results (where reweighting of White individuals to look like the Ethnic
Minority group appeared to have been successful) varied widely, from a low of
20.1 per cent for NDYP benefit results to a high of 89.8 per cent for IB employment
results.

IB and IS were the only benefits or programmes for which reliable overall results
could be calculated; in all other cases, the overall White group could not be
reweighted to look sufficiently like the overall Ethnic Minority group. However,
since these were the results that DWP originally expressed most interest in seeing,
they are discussed in this report even when unreliable. For all other subgroups,
however, only reliable results are reported.

1 Jobcentre Plus overall (Chapter 5)

For Jobcentre Plus customers who joined a relevant programme (or started claiming
a relevant benefit) in 2003:

e In the majority of cases, reliable estimates of ethnic parity could not be found:
it was simply not possible to re-weight the White sample in such a way as to
make it comparable with the Ethnic Minority group of interest. This included the
results for Great Britain as a whole. The preferred matching estimates suggested
a significant ethnic premium in employment outcomes and a significant ethnic
penalty in benefit outcomes but the diagnostic tests suggest that these results
cannot be relied upon: the two samples are just not similar enough.

e Amongst the subgroups that produced reliable estimates of ethnic parity, there
did not seem to be much evidence to reject a finding of at least ethnic parity
in employment outcomes and there were some groups where a significant
premium was observed.
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e |ntermsof benefit receipt the most predominant finding amongst Ethnic Minority
subgroups for which reliable estimates were available was of a significant ethnic
penalty; this was particularly prevalent amongst individuals of Black ethnic
origin. This means that Ethnic Minority Jobcentre Plus customers are more likely
than Whites to be claiming benefits in at least one of the 12 months following
access to Jobcentre Plus services.

Itis not possible to give any headline conclusion on whether Jobcentre Plus services,
overall, result in similar outcomes for Ethnic Minorities and Whites.

2 Incapacity Benefit (Chapter 6)

For Jobcentre Plus customers who, in 2003, had a Work Focused Interview (WFI)
as part of an IB claim:

e For Ethnic Minorities in Great Britain there is insufficient evidence to reject a
finding of ethnic parity in employment outcomes, whilst there is a significant
ethnic penalty in terms of benefit receipt. Once the sample is split by gender,
there is evidence of a significant premium in employment outcomes for men,
whilst there is insufficient evidence to reject a finding of ethnic parity in benefit
receipt for women.

e For most regional subgroups, one cannot reject a finding of ethnic parity in
both employment and benefit outcomes. This should not be taken as evidence
against the significant results for the group at a more aggregated level, however,
as many of the subgroups comprise a relatively small number of individuals and
show evidence of insignificant differences rather than of genuine ethnic parity.

These results suggest that where reliable estimates are found, there are generally
no significant differences in the outcomes achieved by White and Ethnic Minority
IB customers who have a WFI.

3 Income Support (Chapter 7)

For Jobcentre Plus customers who, in 2003, had a WFI as part of an IS claim:

e Ethnic minorities in Great Britain are significantly more likely than otherwise-
identical White IS claimants to be in work in at least one of the 12 months
following the WFI date. In terms of benefit receipt, for women (who make up
about 60 per cent of the sample), there is a significant ethnic penalty in the
months immediately following the WFI date, after which a significant ethnic
premium emerges (month five onwards). For men, a finding of ethnic parity in
benefit receipt cannot be rejected.

e Aswas the case for IB, for most regional subgroups, Ethnic Minority IS claimants
are equally likely to be in work or claiming benefits as otherwise-identical White
IS claimants in the year following WFI date.
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e The few subgroups in which the overall finding of a significant penalty in
benefit receipt was confirmed tended to be of Asian ethnic origin. However,
Pakistani and Bangladeshi females on IS were less likely to be claiming benefits
than the White comparison group in the 12 months following the WFI date
(although this was only statistically significant in one month). This group is of
key interest given their very low employment rate.

The findings for IS customers suggest largely positive results with Ethnic Minorities
being more likely to be in work in the 12 months following their WFI date than
comparable White customers. This group may be worthy of further qualitative
investigation to ascertain evidence of good practice.

4 Jobseeker's Allowance (Chapter 8)

For Jobcentre Plus customers who started a JSA claim in 2003:

* |In many cases (including for all Ethnic Minorities living in Great Britain), it was not
possible to re-weight the White sample in such a way as to make it sufficiently
comparable with the Ethnic Minority sample of interest.

e Amongst the subgroups for which reliable estimates are available, the weight
of evidence suggests that Ethnic Minorities and otherwise-identical Whites are
equally likely to be in employment in the year following the start of their JSA
claim.

e In terms of benefit receipt there is a finding of a significant ethnic penalty
amongst the majority of subgroups for which reliable results are available.
This is also true for most subgroups amongst all Ethnic Minority Jobcentre Plus
customers (for which reliable results are available), perhaps suggesting that the
overall results are being driven by those for JSA claimants especially as JSA
claimants make up 78 per cent of the Jobcentre Plus overall sample.

It is not possible to give any headline conclusion on whether services delivered to
JSA customers result in similar outcomes for Ethnic Minorities and Whites because
the characteristics of the two groups are so different. This is important because it
suggests that services that are tailored to address the needs of individual customers
may be more appropriate for this group.

5 New Deal for Lone Parents (Chapter 9)

For Jobcentre Plus customers who started NDLP in 2003:

e For the overall estimate of ethnic parity amongst all Ethnic Minorities in Great
Britain, the diagnostic tests indicate that a comparable White sample could not
be created.
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e A significant ethnic penalty was found for many of the subgroups under
consideration — particularly individuals of Asian ethnic origin.> This means that
Ethnic Minorities are significantly less (more) likely than comparable White
customers to be in employment (on benefits) in at least one of the 12 months
following programme start date.

The finding of a significant penalty in employment outcomes runs contrary to
the findings for any other programmes/benefits discussed in this report and may
perhaps warrant special attention from DWP. Ethnic minorities (particularly those
living in the 272 disadvantaged group wards and Asian customers) do not appear
to benefit from NDLP in the same way that White customers do.

6 New Deal for individuals aged 25 plus (Chapter 10)

For Jobcentre Plus customers who started ND25+ in 2003:

e Again, the diagnostic tests generated by the matching process indicate that the
results for all Ethnic Minorities in Great Britain cannot be relied upon. These
overall results appear to be driven by the outcomes for men (who make up
around 83 per cent of the sample). The analysis cannot reject the finding that
Ethnic Minority females on ND25+ are as likely as Whites to be working or still
on benefit in the 12 months after joining the programme.

e \While significant and reliable premiums are found amongst a number of
subgroups (particularly in employment outcomes and for individuals of Mixed,
Chinese or other ethnic origin), the majority of results cannot reject that Ethnic
Minority customers are at least as likely to be in employment or off benefits as
Whites throughout the year following programme entry. This is particularly true
for Asian participants.

7 New Deal for Young People (Chapter 11)

For Jobcentre Plus customers who started NDYP in 2003:

e As with other programmes under analysis in this report, the diagnostic tests for
the overall findings (for all Ethnic Minorities in Great Britain) are unreliable: the
Ethnic Minority and White samples remain fundamentally incomparable in a
number of key ways.

e The predominant finding amongst Black ethnic subgroups is of being unable
to reject the hypothesis that there is no difference in employment outcomes
when compared to an equivalent White group. However, for a number of
subgroups there is an ethnic penalty in benefit receipt indicating that some
Black participants are more likely to be on benefit in the 12 months after joining
the programme than similar White participants.

> Where significant penalties are not observed, a finding of ethnic parity could
generally not be rejected.
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* Much of the evidence on penalties is being driven by the outcomes of Black
Caribbeans (particularly men), who experience penalties for both employment
and benefit outcomes. This means that Black Caribbean men are less likely to
be in employment and more likely to be on benefits compared with White men
in the 12 months after joining NDYP. Of particular note is that Black Caribbean
men in London are more likely to be on benefit. These young men do not seem
to be benefiting from NDYP in the same way as their White counterparts do.

While no headline conclusions can be drawn about Ethnic Minorities on NDYP, the
findings for Black Caribbean men are significant given the high unemployment
rates experienced by young Black men. This is worthy of further qualitative study
on why NDYP appears to be failing this group.

Summary and conclusion

This report has provided a comprehensive study of ethnic parity in labour market
outcomes amongst a number of Jobcentre Plus programmes and benefits. The
analysis of different methodological approaches indicates that one has to be
extremely careful when estimating ethnic parity, particularly if the Ethnic Minority
and corresponding White customer groups differ in terms of characteristics that
also affect labour market outcomes. In many cases, simple regression techniques
will give misleading answers, meaning that the results of previous studies that
have relied solely on these techniques (see Chapter 1) should be treated with
some caution.

Whilst the fundamental incomparability of the Ethnic Minority and White customer
groups has meant that reliable results could be obtained for a frustratingly small
number of groups, there are, nevertheless, some key messages that can be drawn
from the analysis:

e The characteristics of different Ethnic Minority groups and White customers
accessing the range of Jobcentre Plus programmes and services are different.
These differences need to be taken into account in an appropriate way in
order to obtain reliable estimates of ethnic parity — otherwise, policy conclusions
and decisions will be based on potentially misleading results.

e |f a White comparison group cannot be found, it is much better to acknowledge
this fact rather than to produce an estimate that might be wrong. The report
has clearly shown that in most cases where a good comparison group could not
be found, different estimation methods gave very different results. Clearly, those
Ethnic Minority groups for which no comparison could be found need further
investigation to ensure they are getting appropriate Jobcentre Plus provision,
but empirical methods cannot be relied on to provide a reliable estimate of
the extent of ethnic parity. It is simply not possible to know how the Ethnic
Minority group would have been treated if they were White, because none of
the empirical methods available can construct the appropriate counterfactual to
measure this in a reliable way.
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e Findings of ethnic penalties, where reliable, tend to be concentrated in Black
male subgroups, particularly Black Caribbean males and the reasons behind this
need further investigation.

Given how difficult constructing reliable estimates of ethnic parity turned out to
be, it may not be worthwhile repeating the exercise in the future. If DWP are keen
to measure ethnic parity, then other methods need to be considered (for example,
experimental methods and/or qualitative studies).



Introduction

1 Introduction

A substantial employment gap between Ethnic Minorities and the overall working-
age population in Great Britain has been observable for several decades (Cabinet
Office, 2003; National Audit Office, 2008; Heath and Cheung, 2006). In the third
quarter of 2007, the gap stood at 13.2 percentage points, with 74.8 per cent of
the Great Britain working-age population in employment compared with 61.6
per cent of the equivalent Ethnic Minority population (Labour Force Survey). The
National Audit Office (2008) notes that over the last 20 years there have been
significant fluctuations in this gap, ranging from 12.5 percentage points in 1989
to 20 percentage points in 1994. However, since 1994, there has been a slow but
steady decline in the Ethnic Minority employment gap.®

As would be expected, this overall gap conceals considerable diversity in
employment rates across ethnic groups (see, for example, Heath and Cheung,
2006). Thus, Black Caribbeans and Indians have employment rates that are
similar to those for the Great Britain working-age population as a whole, whereas
Bangladeshis and Pakistanis have rates that are considerably lower — a fact that
can be partly explained by the very low rates of employment amongst women in
these two ethnic groups, which even by 2007 were still below 25 per cent. Perhaps
more worryingly for Pakistanis, whilst the recent closing of the employment rate
gap between Ethnic Minorities and Whites has been relatively well spread across
ethnic groups, this has not been the case for this group between 2002 and 2007.
The drop in employment rates experienced by this group can also be seen amongst
the Chinese population and in both cases is accompanied by a slight increase in
inactivity; evidence on enrolments in higher education may explain the situation
for the Chinese, but not the Pakistani, ethnic group.’

The National Audit Office (2008) also notes that whilst 21 per cent of the overall
population are ‘economicallly inactive’ (neither working nor actively seeking
work), this compares with about one-third of the working age Ethnic Minority
population. Again there are wide differences in these figures across different

6 For a longer historical context, see, for instance, Berthoud and Blekesaune
(2003) and Heath (2001).

/ Bhattacharyya et al., 2005 and Heath and Cheung (2006).
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ethnic groups. Heath and Cheung (2006) show that Pakistani and Bangladeshi
men have particularly high inactivity rates, largely because of long-term sickness
and disability.

The National Audit Office (2008) estimates that the cost of the employment gap
is around £8.6 billon a year, which it splits into the cost of extra benefit payments
and lost tax revenue (£1.3 billion) and lost output (£7.3 billion) (but ignores any
wider social costs associated with this gap).

It is the Government's intention that ‘in ten years’ time, Ethnic Minority groups
should no longer face disproportionate barriers to accessing and realising
opportunities for achievement in the labour market’ (Cabinet Office, 2003). In
order to achieve such aims, policymakers need to be well informed on the exact
form and extent of any such barriers. The statistical literature investigating the
labour market fortunes of Ethnic Minorities attempts to identify the extent to
which any apparent systematic disadvantage observed for certain ethnic groups, or
Ethnic Minorities as a whole, can be attributed to differences in their characteristics
which reduce their employability, as opposed to the discriminatory behaviour of
other agents in the labour market.®

To illustrate, a number of studies® underline the high levels of concentration of
Ethnic Minorities in poor inner-city areas and the accompanying lower levels of
demand for labour; thus, whilst analysis of these areas suggests less pronounced
differences in employment rates between the local White and Ethnic Minority
populations, the predominance of Ethnic Minorities in these areas translates
to a higher level of disadvantage on a national level. Taking another example,
Bangladeshi women have lower employment probabilities than many Other
ethnic groups. However, controlling for their poorer qualifications profile and their
high probability of experiencing language difficulties' significantly reduces the
correlation between ethnicity and employment outcome.

Thus, studies that adopt a statistical approach to analysis of the situation of
Ethnic Minorities tend to use multivariate techniques (usually regression analysis)
to control for differences in labour market profiles, modelling wage differences
(Blackaby et al., 2002), the extent of occupational ‘segregation’ (Blackaby et al.,
1999; Borooah, 1999) or the rate of unemployment/inactivity (Blackaby et al.,
1999). These approaches, which typically use some form of decomposition analysis,
are based on the assumption that much of the unexplained ‘residual’ difference

8 For an excellent review, see Clark and Drinkwater (2005).
9 For instance, Clark and Drinkwater (2002) and Social Exclusion Unit (2005).
10 See, for instance, Owen et al. (2000).
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between ethnic groups (having controlled for a variety of characteristics) can be
attributed to discrimination.'’

However, whilst a review of this literature highlights an increasing academic
interest over recent decades, gaining a clear historical perspective of the extent
to which the situation of various Ethnic Minority groups has improved, remained
unchanged or worsened is hampered by a number of limitations; primarily, the
limited amount of comparable evidence from large survey datasets before the
1990s'? but also the variety in econometric methods employed and the attempt
to model a number of different manifestations of discrimination (i.e. wages,
employment, unemployment and occupational segregation).

Having said this, Clark and Drinkwater (2005) provide a very good review of the
work of researchers such as David Blackaby who, with various other authors, has
mapped out the differing situations of Ethnic Minorities in the UK labour market
both before and after 1991 (when the Census began to collect information on
ethnicity for the first time). Whilst it is hard to generalise, the evidence does
suggest that up to half of the deterioration in the relative employment position
of Ethnic Minorities (particularly males) during the 1980s can be explained by a
range of observed characteristics. Similarly, during the 1990s, researchers could
explain just over one-half of any employment disadvantage through differences in
factors such as human capital.

The majority of economic theories assume that discrimination manifests in the
hiring and firing practices of employers (with much of the theoretical literature
stemming back to the work of Becker (1964), which is well described in Joll et al.
(1983), and Thurow (1975)); though there are also theories of efficiency wages
that consider employee power and others that consider employee behaviour.
Bosworth et al. (1996) provide a discussion on these issues but these are not
considered here as this aspect is not the focus of the present study.

Jobcentre Plus is a key organisation that has the potential to affect the employment
rate of Ethnic Minorities. The main way in which this contribution manifests itself
is through the ‘treatment’ it provides to improve the employability of Ethnic

" Clearly, this assumption depends crucially on the extent to which any study
has captured all differences in the characteristics of ethnic groups. This is
a particularly questionable assumption in the modelling of occupational
segregation; these equations are ‘reduced form’ in nature (i.e. they do not
distinguish between the demand of individuals for work in certain occupations
and the supply, by employers, of jobs in certain occupations to those of
different ethnic groups). In this case, the well-documented differences in
cultural preferences of some ethnic groups for jobs in certain occupations
may be misconstrued as discriminatory behaviour by employers. Similarly,
the study here is not able to distinguish between these, often unobservable,
‘demand’ and ‘supply’ effects.

2. One of the exceptions being the National Surveys of Ethnic Minorities.
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Minorities, as opposed to overcoming possible discriminatory behaviour amongst
employers.'

In order to inform future strategies and policymaking to achieve this, the extent to
which ethnic group influences the chances of a Jobcentre Plus customer successfully
obtaining employment needs to be fully understood. This study is not the first to
tackle this issue and a considerable literature has been created in recent years.
This has usually taken the form of an investigation into the degree of ‘parity’ (of
outcome) between different ethnic groups on specific Jobcentre Plus programmes,
including New Deal for Young People (NDYP) (Moody, 2000; Bonjour et al., 2001),
New Deal 25 plus (ND25+) (McArdle, 2001), Employment Zones (Ezones) (Moody,
2002) and New Deal for Lone Parents (NDLP) (Moody, 2002). Much of this work
on particular programmes is now rather out-of-date and, where it was based on
surveys, was hampered by small sample sizes for some ethnic groups.

In order to estimate the true measure of ethnic parity, it is essential to compare each
Ethnic Minority group with an otherwise-identical White group. Previous studies
estimating ethnic parity have relied on simple regression techniques and assumed
that having a sufficiently rich set of controls would achieve this objective. However,
it is now well known that regression techniques may have problems if: (i) there is
not complete overlap in the range of values for the control variables (the so-called
common support problem); (ii) the regression methods fail to weight comparable
individuals correctly; and (iii) the simple regression methods (ordinary least squares
(OLS)) do not allow the effect to vary by individual observed characteristics.

This report is unique in using the full range of methods to estimate ethnic parity
and to assess the sensitivity of the results to the methods used. This turns out to be
very important and raises serious questions of the reliability of previous estimates
of ethnic parity. The purpose of the research is to help Jobcentre Plus gain a more
detailed and accurate understanding of its impact on Ethnic Minority customers
than has hitherto been possible. Of course, the extent to which any difference in
employment and benefit outcomes can accurately be ‘attributed’ to the actions of
Jobcentre Plus staff, as opposed to the actions of employers, is limited.

The rest of the report proceeds as follows: Chapter 2 outlines the approach taken
in the report to measuring ethnic parity. Chapter 3 gives details of the programmes
and benefits as well as the data and samples used. Chapter 4 explains how the
estimates in the report should be interpreted and discusses the important caveats.
Chapters 5 to 11 outline the ethnic parity estimates for Jobcentre Plus overall
(Chapter 5), Incapacity Benefit (Chapter 6), Income Support (Chapter 7), Jobseeker’s

3 Whilst there is a process by which Jobcentre Plus staff can take action against
employers who they feel are acting in a discriminatory way, this is not widely
used (see evidence from Hudson et al. (2006)) and would not seem to form
a core aspect of Jobcentre Plus staff duties.
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Allowance (Chapter 8), New Deal for Lone Parents (Chapter 9), New Deal 25
plus (Chapter 10) and New Deal for Young People (Chapter 11). A summary and
conclusions are provided in Chapter 12.

This report is a summary of a much more detailed and extensive report that was
produced for the Department for Work and Pensions (DWP) in January 2007."

“ The full detailed report is available online at www.ifs.org.uk
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2 Measuring ethnic parity

Ethnic parity in Jobcentre Plus services and programmes was previously measured
by comparing the proportion of Ethnic Minority customers who obtain a job with
the proportion of White customers who obtain a job. However, as the previous
discussion highlights, this does not take account of the possibility that systematic
differences in the distribution of all observable and non-observable
background characteristics could be determining how customers are
treated by Jobcentre Plus as well as their labour market outcomes. In order
to see whether there is ethnic parity, it is crucial that Ethnic Minority customers are
compared with otherwise-identical White customers. This, however, is extremely
difficult to do, and the various methods for doing this involve different assumptions
and methods, as outlined below.

2.1 Definition of ‘ethnic parity’

A natural definition for there to be ethnic parity in outcomes from Jobcentre
Plus services and programmes is if there is no difference, on average, between the
outcome for an Ethnic Minority participant and the outcome for an ‘otherwise-
identical” White participant. Where parity does not exist, there will be either an
ethnic penalty — if Ethnic Minority customers experience worse outcomes than
otherwise-identical White customers — or an ethnic premium — if Ethnic Minority
customers experience more favourable outcomes than otherwise-identical White
customers.

This definition is an ideal one, and the aim of this report is to provide measures
of the degree of parity or the extent of the penalty (premium) that most closely
approximate the ideal (or ‘true’) ones.™

A first objective of the project was to investigate the previous methodology used by
the Department for monitoring Jobcentre Plus performance for Ethnic Minorities
and whether there were any ways the measures could be improved. Sections 2.2
and 2.3, thus, briefly outline the previous approach to assessing ethnic parity and

> Further discussion of interpretational issues of this definition can be found in
Section 4.7.
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highlight some of its problems. Section 2.4 will then propose ways to address
these shortcomings and describe a new approach. Section 2.5 will outline the
methodology and Section 2.6 will provide a comparison of the methods used for
estimating ethnic parity.

2.2 The previous approach to measuring ethnic parity

To monitor the performance of employment programmes — New Deal for Young
People (NDYP), New Deal 25 plus (ND25+) and New Deal for Lone Parents (NDLP)
— the Department previously used a monthly measure based on the difference in
the proportions of Ethnic Minority and White programme leavers who accessed
jobs:

# Ethnic Minority New Deal leavers into jobs/# Ethnic Minority New Deal leavers

# White New Deal leavers into jobs/# White New Deal leavers

The previous approach for measuring overall parity in Jobcentre Plus performance
used an extract of data from the Labour Market System (LMS) to show the number of
customers gaining jobs in a particular quarter as a proportion of all customers with
any LMS activity (e.g. job/opportunity referrals or starts, interviews, adjudications
or sanctions) recorded in the same quarter:'®

# Ethnic Minorities into jobs/# Ethnic Minorities with any LMS activity

# Whites into jobs/# Whites with any LMS activity

Note that ethnic parity was not assessed separately for individuals making benefit
claims (other than as part of LMS activity in the overall Jobcentre Plus measure); this
project has, however, sought to estimate ethnic parity for individuals on Income
Support (IS), Incapacity Benefit (IB) and Jobseeker's Allowance (JSA) as well.

2.3 Problems with the previous approach

There are a number of methodological problems with the approach outlined
above. These are summarised in the box, and discussed in some detail in the
corresponding subsections.

6 An overall parity measure is calculated, together with measures for selected
groups of wards and local authority districts with high Ethnic Minority and
unemployment concentrations.
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The parity measure previously used by the Department:

e simply compares outcomes for Whites and Ethnic Minorities, without
making any attempt to compare ‘otherwise-identical’ individuals;

e considers:

— all individuals who leave the New Deal during a given period, thus
selecting on the outflow (New Deal measure);

— all individuals with any recorded interaction with Jobcentre Plus during
a given quarter, thus confounding stocks and flows (Jobcentre Plus
measure);

e is based on the number of activities and not on the number of
individuals;

e is focused on job entry alone, de facto treating it as an absorbing state.

2.3.1 Selection bias

Attributing all the observed difference in outcomes between Whites and Ethnic
Minorities to their ethnicity ignores the possibility that these two groups may
differ in terms of characteristics other than ethnicity that also affect the outcomes
of interest.

In other words, the simple difference in the observed outcomes for White and
Ethnic Minority groups would provide a biased estimate of the true ethnic parity
if there were systematic differences between the two groups that also affect
outcomes. Such discrepancy in observed outcomes may arise because of differences
in characteristics that can potentially be observed by the analyst (observables) as
well as in characteristics that are not observed by the analyst (unobservables). Of
course, what is observed and what remains unobserved is determined by what
data the analyst has access to. In the data available for this research, one can
observe, say, gender and previous labour market history but not innate ability or
motivation.

For example, Bangladeshi women have lower employment probabilities than
many Other ethnic groups and one might think this is explained by discrimination
on the grounds of ethnicity. However, these women also have much lower levels
of qualification and are more likely to experience language difficulties,'” which,
if taken into account, might be expected to significantly reduce the correlation
between ethnicity and employment outcome — the observed ethnic ‘penalty’.

The old DWP measure, obtained by comparing the proportion of Ethnic Minority
customers who obtain a job with the proportion of White customers who obtain
a job, would only be valid under the special — and unlikely — case in which the

v See, for instance, Owen et al. (2000).
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distributions of all observable and non-observable background characteristics that
determine job outcomes are the same for all ethnic groups accessing Jobcentre
Plus services or a given programme.

2.3.2 Sampling frame

To monitor the performance of the New Deal programmes, the Department used
to consider the difference in the proportion of recorded job starts between certain
dates for White and Ethnic Minority participants who left the New Deal. For this
measure, sample selection is thus based on outflow, which raises (at least) two
issues:

First, such a measure does not consider those customers who did not record an
exit. It thus misses the important group of individuals who simply continue to
remain on benefits and evidence suggests that these individuals are more likely
to be from Ethnic Minority groups. Consider as an example the case where the
previous measure reported that 80 per cent of the Ethnic Minority participants
who leave the programme exit to a job and only 60 per cent of the Whites leaving
do so but where only five per cent of Ethnic Minority customers leave the pool
over that time period while 50 per cent of White customers do.

The second issue has to do with the selection process out of unemployment. Since
the previous measure selected the sample based on an outcome, i.e. leaving the
programme, selection into the group of leavers is likely to be non-random and
there may be systematic differences between the ways that Whites and Ethnic
Minorities have been selected into this group. In particular, if ethnicity affects
exit rates from unemployment, White and Ethnic Minority individuals who are
observed to leave unemployment will differ in terms of unobservables. To see
why, consider that the highest-quality (in terms of labour market performance)
individuals tend to leave benefits/7unemployment first; if rates of outflow differ by
ethnicity, then the quality of the outflow of claimants will differ by ethnicity, which
could lead to biased results.'®

A similar reasoning applies to the measure used by the Department to assess
Jobcentre Plus overall. The sampling frame used all individuals with a recorded
interaction with Jobcentre Plus during a given quarter, which involves sampling
from both the inflow and the stock. To fix ideas, consider the case of a programme.
Although this sampling frame allows one to capture the inflow into the programme
during a particular quarter, a large proportion of the individuals being analysed will
have entered prior to this and will have been on the programme for a long time
(the stock). Again, it is quite possible that selection into this group of customers
with long durations is non-random, in that the stock of Whites and the stock

'8 Sinceindividualsofhigherability (irrespective of ethnicity) leave unemployment
faster, if ceteris paribus Whites also leave unemployment faster, then White
customers who are observed to leave will be, on average, of lower ability
than Ethnic Minority customers who leave.
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of Ethnic Minorities who are observed to remain on the programme in a given
guarter may differ along both observed and unobserved dimensions, depending
on the possibly different processes by which Whites and Ethnic Minorities leave
the programme.™ Again, this could lead to biased results.

2.3.3 Spells versus individuals

The previous approach was based on spells, not on individuals. This means that
people who had more than one spell on a programme/benefit in any given time
period (in the case of the existing approach, a quarter) will be counted in the
analysis according to the number of spells they had on a programme/benefit in
that quarter. Thus, repeated job exits by the same individual within the quarter
of interest will count as corresponding ‘successes’. However, to exhibit repeated
job exits, the individual has necessarily to have come back onto benefits in this
quarter, an indicator of lack of success in that job. This lack of success is not
captured in an analysis of spells.

This approach not only ignores the issue of sustainability in employment, but in
fact it rewards low sustainability. This is particularly serious if different ethnic
groups vary in the extent to which they ‘cycle’ on and off programmes/benefits.
As an extreme case, consider a situation in which most of the White customers
cycled back and forth between short jobs and benefits, while Ethnic Minority
customers mostly waited for a good job match and hence, kept the job. In this
scenario, the measure would show a large ethnic penalty.

2.34 Outcome measures

The previous approach only considered a move into a job as an outcome. Only
looking at exits into jobs explicitly ignores possible future spells and in particular
the potential for return to benefits.

Furthermore, focusing exclusively on exits into jobs does not allow one to get a full
picture of any differences in the quality of labour market destinations. By contrast,
differences in job retention and employment probability over time would allow
one to gauge potential differences in the sustainability of jobs that White and
Ethnic Minority customers go into.

Similarly, looking at new outcome measures relating to whether individuals
continue with benefit receipt is likely to be of considerable policy interest.

9 Sinceindividualsof higherability (irrespective of ethnicity) leave unemployment
faster, if ceteris paribus Whites also leave unemployment faster, then Whites
who are among the stock of unemployed will be on average of lower ability
than Ethnic Minorities who are still unemployed.
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2.3.5 Ethnicity not recorded

The previous approach was only calculated for customers who have their ethnicity
recorded in the administrative data and thus, omits all customers whose ethnicity
is recorded as ‘none selected’, ‘prefer not to say’ or ‘no personal contact’.?°

2.4 New approach used in this study

This section sets out the details of the approach taken in this report to measure
ethnic parity, highlighting how the shortcomings described in the previous section
have been addressed.

The primary aim of this project is to calculate the degree of parity or the extent
of penalty/premium by seeking to compare ‘otherwise-identical’ individuals. The
ensuing requirements are set out in the box.

In order to compare ‘otherwise-identical’ individuals, the suggested
methodology strives to:

e carefully control for observed differences between Ethnic Minority and
White customers using appropriate methods;

e reduce the likelihood that individuals differ in unobserved dimensions as
much as possible via a suitable choice of sampling frame;

e choose individuals, not spells, as the unit of analysis;

e obtain a fuller picture by considering a number of carefully constructed
outcomes.

2.4.1 Selection bias

Interest lies in the extent to which there is ethnic parity of outcomes from
Jobcentre Plus services and programmes, when considering whether there are
any differences in the outcomes for Ethnic Minority participants compared with
‘otherwise-identical’ White participants.

As discussed in Section 2.3.1, the previous measure used was obtained by simply
comparing the proportion of Ethnic Minority customers who obtain a job with the
proportion of White customers who obtain a job; it thus ignores the possibility
that White and Ethnic Minority customers differ, on average, more than just in
terms of ethnicity.

20 From both a methodological and a policy perspective, it is useful to consider
how many of these individuals there are and whether they represent a distinct
group in themselves, with systematic differences in their exit patterns (when
compared with Whites) in terms of the outcome measures considered. This
is done in the full report but not reported here.
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To prevent parity measures being affected by such ‘selection’ bias, one needs to
control for any differences between ethnic groups in observed and unobserved
characteristics that may affect their outcomes, such as the individual’s background
and labour market history. By doing this, one will be able to gain a better
understanding of how much the observed ethnic difference in labour market
outcomes, such as job-entry rates, is due to differences in the characteristics of
White and Ethnic Minority groups and how much can be attributed solely to
ethnicity, i.e. to the ‘ethnic penalty’.

Two main methods are available to control for observed differences between
individuals belonging to different ethnic groups:

e standard regression techniques (ordinary least squares (OLS));

e matching (in particular, propensity score matching) methods.

It is important to underline that both types of method only allow the researcher to
control for observable differences between individuals, i.e. characteristics that are
measured and recorded in the data (see Chapter 4 for caveats and Section 3.4 for
a review of the available variables). Furthermore, matching and regression differ in
the way in which they control for such observable differences.

Under suitable assumptions, the difference-in-differences (DiD) method, by
contrast, allows for unobserved differences between Whites and Ethnic Minorities
that are constant over time and that affect their labour market outcomes in a
constant way. This approach has also been used for part of the analysis, mainly as
a sensitivity check.

The various methodological approaches are discussed in some more detail in
Section 2.5.

2.4.2 Sampling frame

Section 2.3.2 has raised some serious concern that the sampling frames underlying
the old measures might differentially miss important groups of individuals (in
particular, non-leavers), as well as introduce bias in the composition of Whites
and Ethnic Minorities considered.

These concerns do not relate to differential selection into the programme, but
rather to differential selection into the analysis sample, and this differential
selection might be driven by unobservables. Therefore, in this report, benefit and
programme inflows are analysed; if one focuses on the inflow, selection into the
programme is, by definition, selection into the analysis sample.

To be operational, one needs to decide on the details of the inflow window, in
particular about (a) its length and (b) its starting point. There are pros and cons for
each of these choices.
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A larger inflow window yields a larger sample size, thus increasing the robustness
of the models as well as the probability of being able to produce more subgroup
analyses. However, a larger inflow window limits the time period over which to
measure labour market history and to assess outcomes (for the latter in particular,
one needs a sufficiently long evaluation horizon to be able to assess sustainability
of employment). Finally, a larger window might run the risk of ‘straddling’ periods
where there were significant changes to benefit/programme eligibility and/or
alterations to procedures.

The choice of the starting point of the inflow window relatively far back in time
allows a longer horizon over which the outcomes can be assessed, which is
particularly important in assessing sustainability of employment. On the other
hand, it would affect the extent to which the analysis can be seen as up-to-date,
as well as limit the period of availability for data on labour market history.

Based on data available for this project, reliable information on previous labour
market history is available from June 1999, while individual employment outcomes
can be evaluated until December 2004.

In order to obtain a balance between an analysis that is as up-to-date as possible
and data that are rich enough for the task at hand, it was thus agreed that the
appropriate choice of inflow window would cover the 2003 calendar year.

Crucially, this allows the analysis to:

e consider the existing versions of the New Deal programmes and to focus on IS
and IB recipients who have had a Work Focused Interview (WFI);?'

e have a period of at least three years to measure previous labour market
history;

e follow entrants at the end of 2003 for a whole year, which would allow most
of them to participate fully in the programmes and also have the opportunity to
record a period of sustained employment, as discussed below.

Table 2.1 shows the distribution of completed durations on the three New Deal
programmes under consideration and for the three benefit groups (IS, IB and JSA),
separately for Ethnic Minority and White customers who started the programme or
benefit during 2003. Specifically, the table relates to the duration of the qualifying
spell in the relevant analysis sample (see Section 3.2 for details of how analysis
samples are defined). It shows the proportion of individuals whose qualifying spell
lasts no more than three months, no more than six months, etc.

21 WFIs were introduced in 2003. As noted in more detail in Section 3.2,
attention s restricted to benefit recipients who have had a WFI. On substantive
grounds, the WFI represents at least some type of ‘treatment’; on practical
grounds, ethnicity is only recorded for customers who have had a WFI.
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Table 2.1 Distribution of completed durations of programme or
benefit spell by ethnicity, 2003 inflow

NDYP ND25+ NDLP
Duration Ethnic Ethnic Ethnic
(months) Minority White Minority White Minority White
3 41.0 42.5 28.7 29.1 27.1 38.6
6 62.1 62.4 50.9 55.1 47.9 62.6
9 73.9 74.8 66.2 71.4 65.6 77.4
12 82.6 83.4 81.0 84.0 79.0 87.9
15 89.7 90.1 89.8 91.9 86.9 93.4
18 94.2 94.4 94.3 95.6 92.1 96.1

JSA IS IB
Duration Ethnic Ethnic Ethnic
(months) Minority White Minority White Minority White
3 43.0 58.8 9.1 12.7 4.3 6.3
6 66.2 78.6 27 .1 31.7 229 27.7
9 81.8 89.7 411 46.9 39.7 447
12 88.9 93.8 48.1 54.6 49.9 54.2
15 92.8 96.1 53.3 59.8 55.5 59.5
18 94.9 97.1 57.5 63.6 58.8 62.8

Note: Each figure denotes the percentage of the programme/benefit inflow that has left the
programme/benefit within x months from inflow, x =3, 6, 9, 12 15, 18. Duration is until
recorded first exit.

Table 2.1 shows that for JSA and the three New Deal programmes, between 80
and 90 per cent of qualifying spells last no more than 12 months (the time over
which benefit and employment outcomes can be observed). The rate of exit from
IS and IB is much slower, with between 45 and 55 per cent of qualifying spells
lasting 12 months or less. Durations in the raw data are slightly shorter for White
customers than for Ethnic Minorities across all programmes/benefits.

To obtain some measure of job quality in terms of sustainability?? within a 12-
month window, individuals would need to have started work by the beginning
of month 10 after entry. Table 2.1 shows that between 65 and 75 per cent of
individuals on a New Deal programme, 80 to 90 per cent of JSA claimants and 40
to 45 per cent of IS and IB claimants have left the relevant programme/benefit nine
months after inflow.?* Considering a 12-month window thus seems to provide the
right balance.

22 Note that the Department defines an individual as being in sustained
employment if they have been continuously employed for at least three
months.

23 Of course, this means that for individuals who enter employment in months
10, 11 or 12 after inflow, sustainability of employment cannot be assessed
within the 12-month window.
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The chosen timeline is highlighted in Figure 2.1:

e individuals being analysed are the inflow into a programme or benefit during
2003;

e their past labour market history is tracked back to three years before inflow;

e their labour market outcomes are evaluated over a one-year period.?* In
particular, a person who entered a programme or benefit on the last available
day of the inflow window (31 December 2003) would have 12 months to move
through the programme/benefit and record some type of employment- or
benefit-related outcome.

Figure 2.1 Outline of the approach

2
I 1 : : | >
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previous labour
market history  inflow window outcomes

Figure 2.2 further outlines the approach by sketching an individual example.
Individual A enters the programme in April 2003; at the moment of inflow, relative
time for that individual is set to zero. More generally, relative time is set to zero
at each individual’s recorded programme or benefit entry date. The ethnic parity
measures are then constructed by recording post-inflow outcomes month-by-
month, i.e. after 1, 2, ... and 12 months from the individual’s inflow (note that
30-day periods, rather than calendar months, were used for this purpose). For the
current example, this corresponds to May 2003 to April 2004 (Section 2.4.4 further
discusses the chosen outcome measures). An individual’s history is constructed for
the three years prior to inflow, which in this case amounts to recording individual
A's labour market status from April 2000 to April 2003.

24 Note, thus, that even for individuals for whom one could potentially observe
outcomes for up to two years (those who entered a programme/started
claiming a benefit at the beginning of January 2003), only outcomes for the
first 12 months after entry are considered.
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Figure 2.2 Individual A enters the programme in 2003
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243 Spells compared to individuals

The key question this report wants to answer for each Ethnic Minority group relates
to how different their labour market outcomes would have been if they had been
White. An individual-level approach is thus adopted, which samples individuals
starting a programme/benefit during the inflow window and then records their
subsequent outcomes.

In contrast to the spell-based approach previously used by the Department, the
suggested method is able to capture (differential) return to benefitsand employment
sustainability, providing, in particular, a more accurate picture of those people
who cycle on and off benefit. Thus, an individual who starts drawing benefits
several times in the inflow window will be recorded once and the outcome will
be their status at a specific point in time. The spells-based approach would count
this person several times and may possibly record several job exits, while under the
new approach the individual will be given the same weight as any other person
and their exit to a job would only count as a positive outcome if it were sustained
(rather than being followed by a return to benefit).

244 Outcome measures

Section 2.3.4 has identified and discussed a number of shortcomings in the way
outcomes were measured previously. By focusing on first exit only, and indeed
on exit to employment only, the approach ignored any ethnic differences in
return to benefits (‘recidivism’) and in the quality (sustainability) of labour market
destinations.

In order to capture (differential) recidivism and employment sustainability, outcome
measures that follow individuals over time will be considered, with labour market
status assessed month-by-month, up to one year after inflow. This should allow
enough time for customers to find jobs as well as for them to display recidivism,
and should thus give an accurate picture of the medium- and more long-term
extent of ethnic parity.
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Furthermore, labour market status will be measured in different dimensions:
e probability of being in employment (E);
e probability of being in sustained employment (S);

e probability of being on benefits (B).

This new way of measuring outcomes thus looks beyond exit into jobs and considers
whether customers are in employment or on benefit over time (specifically,
monthly) following inflow into the programme/benefit (compare this to Section
2.4.2). Specifically:

e to allow one to obtain a fuller picture of any differences in the quality of
destinations, the new approach assesses differences in employment probability
over time;

e an additional measure of employment sustainability is also used to directly
assess any potential differences in the sustainability of the jobs that White and
Ethnic Minority customers go into;

e continued benefit receipt is analysed in order to capture both the extent to
which individuals who are non-employed remain on benefits and the extent to
which individuals who are employed still collect benefits (in particular, 1S).2

To measure the percentage of individuals who are employed (or claiming benefits)
x months since programme/benefit start (where x goes from one to 12 and
months are measured as 30-day periods), the following three options have been
considered:

a. employed (or on benefit) for 15 or more days during month x;
b. employed (or on benefit) at any time during month x;

c. employed (or on benefit) at multiples of 30 days since inflow, i.e. on the (30x)th
day since inflow.

Option (a) has been chosen after separately testing these alternatives and finding
that they did not make any significant difference in terms of the resulting ethnic
parity measure.?® The reason is that, in any given month, the vast majority of
individuals are employed/on benefit either for the whole month or for none of the
month — so all three measures give the same answer.

25 Note that the proposed measure of benefit receipt will not be able to identify
these two effects separately, nor will it be able to check that individuals in
employment are claiming IS (rather than something else).

26 Focusingonspecificdates, asdone by option (c), would miss shortemployment
or benefit spells that fall between these key dates, a shortcoming not suffered
by the other two options, which measure outcomes over a period of time.
Option (b) did not seem demanding enough.
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As a last implementation detail to measure benefit dependency, note that the
constructed indicator takes account of both active and inactive benefits,?” although
it is not able to distinguish between the two. In particular, a move from an inactive
benefit (e.g. IB) to an active benefit (e.g. JSA) — which may be regarded as a
positive outcome by the Department — would not be recorded.

Finally, sustained employment was measured from month 3 to month 12 after
inflow and required the individual to have been continuously employed for at
least three months up to then.?® Thus from month 3 onwards, in addition to
testing whether there are any ethnic differences in the probability of being in
employment, the analyses will also test whether there are any ethnic differences
in the probability of being in continuous employment for the previous three
months.

It turns out that most results for the sustained employment outcome are similar
to those for employment. Consequently, sustained employment results are not
discussed here; they can, however, be found in full in the main report.

2.4.5 Ethnicity not recorded

In this summary report, analysis is not presented for individuals of unknown ethnic
origin. Full results for this group are contained in the main report.

2.5 Methodology

2.5.1 Overview

The main analysis will use propensity score matching techniques (‘'matching’) to
measure ethnic parity in Jobcentre Plus programmes and mainstream services.
As explained in more detail below, these methods are more flexible, in the sense
that they impose fewer restrictions on the data, than standard regression-based
methods. On the other hand, the latter methods are easier and faster to implement
and, at times, are found to produce very similar results to the more complex and

27 Specifically, JSA, compensation whilst on a New Deal option (achieved by
including NDYP and ND25+ spells as benefit spells), Basic Skills, Work-Based
Learning for Adults (WBLA), IS or IB all counted towards the measure of
benefit receipt. Note that this measure is defined by considering whether the
individual is on benefit on day 1, day 2, ..., day 30 of the month of interest;
thus, if an individual is on more than one type of benefit on a particular day,
it is only counted as a single day on benefit.

28 So to count as sustainably employed, e.g. in month 3, an individual would
need to have been continuously employed for all 30 days of month 1 (i.e.
the month following inflow date), month 2 and month 3. This is a slightly
stricter definition than the one for being employed in a given month, which
only requires the individual to have been employed for at least 15 of the 30
days.
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time-consuming matching estimators. Ethnic parity has thus also been measured
using regression-based techniques and comparisons between the two methods
were pursued to assess the reliability of the regression-based methods for the case
under analysis.

Duration modelling (outlined in Section 2.5.4) adds an important time dimension
to the analyses, by ascertaining whether particular ethnic groups are able to find
employment more quickly than others.

While matching, regression and duration methods only control for observed
differences between Ethnic Minority and White customers, DiD methods (outlined
in Section 2.5.5) provide evidence on the robustness of the findings to the presence
of uncontrolled (i.e. unobserved) individual differences between ethnic groups.

2.5.2 Measuring ethnic parity through matching methods

The main research strategy of this analysis involves using propensity score matching
techniques (or ‘'matching’) to address the key question that needs answering for
each Ethnic Minority group: ‘How different would their labour market outcomes
have been if they had been White?'.

To construct such a counterfactual for an Ethnic Minority group, one needs to
select, from the pool of White Jobcentre Plus customers, a comparison group
of customers who ‘look the same’, in terms of observed characteristics X, as
the customers of the ethnic group under analysis. Matching is the best available
method for selecting such a matched (or reweighted) White comparison group in
which the distribution of individual and local area characteristics that might affect
labour market outcomes, X, is as similar as possible to the distribution of X in the
Ethnic Minority customer group of interest.

More specifically, matching allows one to match every customer from a particular
Ethnic Minority group to a similar White customer (or to a group of White
customers).? In essence, the matching procedure reweights Whites so that
they look as similar as possible to the relevant Ethnic Minority group of interest
in terms of factors (X) that might affect labour market outcomes. To ensure
comparability, Ethnic Minority customers for whom no suitable White comparator
can be found (i.e. who fall outside the so-called ‘common support’) are excluded
from the analysis (this issue is taken up again in Section 4.2). The estimate of the

29 To implement propensity score matching, a probit or logit regression model
can be run, where the dependent variable is equal to 1 for the relevant Ethnic
Minority group and to O for the White comparison group. From this model,
one can estimate the ‘propensity score’, i.e. the predicted probability of
being from the particular Ethnic Minority group of interest given the person’s
individual and local area characteristics, X. Each member of the ethnic group
of interest can then be matched to either the closest White individual or to a
group of ‘similar’ White individuals. There are numerous matching methods
that can be used; see Blundell et al. (2005) for full details.
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ethnic penalty/parity/premium is then obtained by comparing the mean labour
market outcomes of the Ethnic Minority group with the mean outcomes of the
appropriately matched/reweighted White comparison group. This can be done for
each programme or service and for each Ethnic Minority group of interest.

Matching techniques are thus able to control, in a flexible way, for the effect of
observed background characteristics on labour market outcomes so as to accurately
isolate the impact of ethnicity, i.e. the preferred measure of ethnic parity.

Note that matching methods — as well as regression methods discussed below
— are based on the assumption that one can observe all the outcome-relevant
differences between White and Ethnic Minority Jobcentre Plus customers. Any
unobserved differences other than ethnicity between the groups being compared
will show up as ethnic penalty or premium (depending on whether the remaining
difference concerns an unobserved trait that is unfavourable or favourable to the
labour market). The success and reliability of ethnic parity estimates based on
either of these approaches will, thus, crucially depend on the amount and quality
of the characteristics that can be observed.

2.5.3 Measuring ethnic parity through regression-based
methods

Compared with matching, standard regression techniques (OLS) have the
advantage of being fast and simple to implement but they will not necessarily
overcome biases in estimates of ethnic parity, due to the following:

e they may estimate the ethnic penalty by comparing non-comparable individuals
using extrapolation (the common support problem);

e they may not weight comparable individuals correctly;

e they typically assume that the ethnic penalty is the same for all individuals,
preventing it from varying according to individual observed characteristics.

Matching techniques are more flexible and less restrictive than regression models
in that they do not suffer from these problems; matching has thus been the
primary focus for the research in this report as it should provide the most reliable
estimates of ethnic parity.

On the other hand, regression techniques offer the following advantages compared
with matching methods:

e By imposing a (linear) structure, OLS allows one to obtain more precise estimates
(in fact, OLS is the most efficient among the linear and unbiased estimators).
This feature is likely to be particularly attractive when disaggregating the analysis
and thus using reduced sample sizes.
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e Therestrictions typicallyimposed inregression models can be made less restrictive.
In particular, in the regression model, one can allow the ethnic penalty to vary
according to each observable characteristic. Previous research has indeed shown
that such a fully interacted linear matching (or FILM) can often produce results
that are very similar to the ones obtained by matching (Blundell et al., 2005).

Consequently, an important part of the research project has been to assess the
reliability of regression techniques by comparing results from them with those
produced by matching.

254 Measuring ethnic parity through duration modelling

Duration modelling can add an important time dimension to the analysis by
ascertaining whether particular ethnic groups are able to find employment
more quickly than others — both as documented in the data and once holding
observed characteristics constant. Specifically, such models allow one to assess
the potentially different impact of time on the probability that Ethnic Minority
and (comparable) White customers leave unemployment for a job. In this set-up,
there would thus be ‘ethnic parity’ if an Ethnic Minority customer experiences,
on average, the same probability of leaving unemployment over time as does an
‘otherwise-identical’ White customer.

Duration analysis focuses exclusively on the first exit from the programme/benefit,
thus ignoring any differential subsequent performance of Ethnic Minorities and
Whites. It has already been discussed at length (Sections 2.3.3, 2.3.4, 2.4.3 and
2.4.4) that this might be a potentially serious shortcoming: only looking at first exits
explicitly ignores possible future spells and, in particular, any ethnic differences in
return to benefits (recidivism) and in the quality (sustainability) of labour market
destinations.

By contrast, month-by-month differences in employment probability are able to
capture (differential) recidivism and employment sustainability.

As an extreme example, consider a situation in which:

e most of the White customers left the programme quite soon, but then returned
to benefits very quickly; while

e Ethnic Minority customers spent, on average, more time on the programme
waiting for a good job match which subsequently ensured their long-term
employment.

In this scenario, a duration model would show a large ethnic penalty in terms of
first exit from the programme. By contrast, the more ‘forward-looking” approach,
which looks at differential employment rates over the whole observation period,
would offer a more complete picture: an initial penalty in terms of employment
probability (during the time when Whites are leaving the programme faster than
Ethnic Minorities), which would, however, quickly disappear and indeed turn into
a premium (when Ethnic Minorities enjoy sustainable employment while Whites
are back on benefits).
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The number of transitions of this type that the available observation period of
365 days would allow one to observe is, a priori, not clear. If most programme
participants remain on the programme or otherwise unemployed for longer
periods (a year or more), the duration analysis will not miss too many important
patterns; by contrast, if frequent movement into and out of unemployment and
benefits is the norm, this analysis would tell only part of the story.

With such interpretational caveats in mind, a minor set of analyses using duration
modelling have been carried out for selected comparisons. The aim of these
additional analyses was mainly to explore whether the ‘story’ that emerges from
the month-by-month ethnic parity estimates would greatly change in a duration
framework.

2.5.5 Measuring ethnic parity through DiD methods

The idea underlying the DiD approach is that one can eliminate observed or
unobserved differences between Ethnic Minority and White customers that are
constant over time by taking the differences over time, within the groups and
subtracting the differences between the groups. In this application, the DiD
estimator, thus, measures the excess outcome growth before and after inflow for
Ethnic Minorities compared with Whites.

Compared with the approaches outlined above, this method allows for time-
invariant unobserved differences between Ethnic Minorities and Whites; in
particular, it removes differences in unobserved characteristics that are constant
over time and that affect individual employment and benefit outcomes in a
constant way.

This strategy relies on the assumption that had the Ethnic Minority customers been
White, they would have experienced the same variation in average employment
(and benefit) outcomes as the average outcome variation actually experienced
by White customers. This condition requires, in particular, that had they been
White, the Ethnic Minority group would have been affected in the same way by
macroeconomic conditions as the White group and, for New Deal Ethnic Minority
customers, that they would have had the same programme effect as the White
customers.

This assumption is, thus, most plausible when the two groups are very similar,
so that asymmetric changes over time in the labour market, programme effects
or individual behaviour are less likely. Given, however, the well-documented
differences in important characteristics between Ethnic Minority groups, this
assumption is not likely to be met.

Away to at least partially address this issue is to control for observed compositional
differences between Ethnic Minority and White customers that are likely to affect
their employment dynamics. This conditional DiD approach has been implemented
in a rather flexible regression framework, allowing the ethnic penalty to depend on
observed individual characteristics but restricting the effects of such characteristics
on outcome growth to be linear.
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A further implementation choice relates to how to deal with multiple pre-inflow
time periods. Given that the literature to date has not provided any established
solution, the analysis has been carried out in two ways. In the first variant, growth
has been measured with respect to a 12-month moving window to capture
seasonal effects, i.e. taking the difference between labour market status in the
k™" post-inflow month and labour market status 12 months before (which is, by
construction, a pre-inflow month, given that the analysis post-inflow window is
of 12 months).®° In the second variant, the change in employment/benefit status
at a given post-inflow month has been calculated with respect to the average
employment/benefit probability over the 12-month period before inflow.

Note that to implement an approach that models changes in outcomes, individuals
with missing or otherwise incomplete 12-month pre-inflow histories have to be
excluded from the analysis. Specifically, Ethnic Minority and White customers who
have only first appeared in the Work and Pensions Longitudinal Study (WPLS)
data during the 12 months before starting the programme/benefit have been
dropped.

While the DiD analysis can provide an important sensitivity or robustness check for
the results based on matching methods, there are a few conceptual caveats that
have to be borne in mind.

The approach taken will not be valid if there are omitted variables that change in
different ways for Ethnic Minority and White customers or if the two groups still
have some unknown characteristics that distinguish them and make them react
differently to, for example, a common macroeconomic shock or participation in
a New Deal programme. Furthermore, even focusing on the available observed
characteristics, in those instances where matching failed to balance them
appropriately between Ethnic Minority customers and matched White customers,
one knows that it is not possible to control appropriately for differences in these
characteristics. Compared with matching or regression, in the DiD approach the
importance of this fundamental incomparability (in terms of observables) has
moved from resulting in bias due to its possible effects on outcome levels to
resulting in bias due to its possible effects on outcome growth.

A second type of caveat relates to the a priori expectation that such a strategy
would not be appropriate for many customer groups — the main reason for
considering this analysis was as an additional sensitivity check rather than as the
main approach. In particular, one would have thought that customers starting
NDYP should have all been non-employed and on benefits in each of the six
months immediately preceding the start of the programme. In such scenarios,

30 Given that the outcome, e.g. employed or not in a given month, is a binary
variable, this implies running a regression on a dependent variable that takes
on only three values (-1, 0 and 1). While it would thus not be appropriate to
treat it as an approximately continuous variable, suitable ways to estimate
the standard errors have been used.
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a DID approach would make no sense, since it would, de facto, end up just
comparing the post-inflow raw outcomes.

As it turned out, however, some variation in pre-inflow labour market status for
customer groups such as ND25+, NDYP and JSA has been uncovered in the data
(e.g. between 14 (month 1) and 19 (month 20) per cent of ND25+ customers
were in fact employed and between five (month 1) and 11 (month 12) per cent
do not appear to be on benefits in the year immediately preceding inflow into the
programme). Still, it remains largely unclear why they appear to be employed and/
or not collecting any benefits (possible explanations relate to data-cleaning issues
that favour employment in the presence of uncertain dates, to part-time work or
to benefit fraud). It should, therefore, be kept in mind that for many customer
groups, there is not much variation in the pre-inflow employment/benefit status;
that the sources of such variation are unknown for important groups; and that the
DiD strateqgy critically relies on such variation for identification of ethnic parity.

2.6 Comparison of methods

Previous papers estimating ethnic parity have tended to choose a particular
econometric method and assume that it controls for all characteristics in an
appropriate way. This report, on the other hand, can put this hypothesis to the
test, by providing estimates of ethnic parity using a variety of methods (outlined
in Section 2.5).

Matching (Section 2.5.2) is the only method to provide diagnostic tests. This
enables the researcher to ascertain whether the process has been able to reweight
the White sample in a way that makes it comparable with the Ethnic Minority
sample of interest. For a result to be considered reliable, the following conditions
have to be satisfied:

e after matching, no more than 35 characteristics significantly different at the five
per cent level;

e pre-inflow history for the outcome of interest (for example, employment history
for an estimate of employment parity) successfully balanced at the five per cent
level;

* median bias no worse than for the raw samples (median bias gives an idea of
how different the Ethnic Minority and White groups are in terms of observed
characteristics).
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In addition, it was also required that no more than 30 per cent of the Ethnic
Minority sample was lost to common support.?’

To pre-empt the results in Chapters 5 to 11, the most systematic finding is that
matching and regression-based results tend to be very different from the raw
estimates and are often of the opposite sign (indicating an ethnic premium when
the raw results show a penalty, for example). Using raw estimates of ethnic parity,
therefore, has the potential to be highly misleading.

Comparing across methods, matching estimates frequently differ from the
regression-based and DiD results, particularly when the diagnostic tests
indicate that an appropriate control group cannot be constructed. When
this is the case, it is not clear whether any of the methods chosen will
provide an unbiased estimate of ethnic parity (for the reasons outlined in
Section 2.5).

When an appropriate control group can be constructed, Section 2.5 argued
that matching is the method most likely to provide reliable results. The fact that
regression-based results are sometimes different from the matching estimates
indicates that reliance on regression-based results will, in some cases, also lead to
misleading conclusions.

With this in mind, the report will focus on matching estimates of ethnic parity for
subgroups for which an appropriate control group can be found.

31 If this condition is failed, the result is reliable but only applies to a subset (at
most, 70 per cent) of the Ethnic Minority group in question. Results of this
kind are not discussed in this summary report but do appear in the main
report.
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3 Programmes and benefits,

sampling and data

3.1 Programmes and benefits

This report considers customers who made use of Jobcentre Plus services via one
of the following programmes/benefits:

Incapacity Benefit (IB);

Income Support (IS);

Jobseeker’s Allowance (JSA);

New Deal for Lone Parents (NDLP);

New Deal for individuals aged 25 plus (ND25+);
New Deal for Young People (NDYP);
New Deal for Disabled People (NDDP);
New Deal for Musicians (NDfM);

Basic Skills;

Work-Based Learning for Adults (WBLA);
Employment Zones (Ezones);

Ethnic Minority Outreach.

Customers in receipt of IB, IS or JSA, plus those who participate in NDLP, ND25+
or NDYP, are analysed in Chapters 6 to 11 respectively. These customers are joined
by those who participate in NDDP, NDfM, Basic Skills, WBLA, Ezones or Ethnic
Minority Outreach in the analysis of Jobcentre Plus overall in Chapter 5.

A brief description of each of these programmes/benefits is provided in the
following sections.

37
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3.11 Incapacity Benefit

IB is a benefit paid to individuals who are assessed as being incapable of work
and who meet certain National Insurance (NI) contributions conditions. It is paid
at three rates — short-term lower rate, short-term higher rate and long-term rate
— depending on the duration of incapacity.

3.1.2 Income Support

IS is a benefit for individuals aged 16 and over who are on low income. It cannot
be claimed by those who are unemployed and actively seeking work (they should
claim JSA instead), nor is it payable to individuals in full-time work (claimants
must be working less than 16 hours per week and their partner, if they have one,
must be working less than 24 hours per week). In general, this means either that
claimants are lone parents or that they are sick or disabled (but do not pass the NI
contributions condition for IB).

3.1.3 Jobseeker’s Allowance

JSA is a benefit paid to individuals of working age who are unemployed or who
work fewer than 16 hours per week and are looking for full-time work. There
are two main types of JSA: contributions-based JSA and income-based JSA.
To be eligible for contributions-based JSA, an individual must meet certain NI
contributions conditions (as with IB). Contributions-based JSA can be topped up
with income-based JSA (or the individual can claim income-based JSA alone if
they do not qualify for contributions-based JSA), which is means tested.

As a condition of receipt of JSA, all jobseekers must sign a Jobseeker's Agreement,
which lists the actions they agree to undertake as part of their job-search activities.
If an individual is deemed to have breached this Jobseeker's Agreement, they
may incur a range of possible sanctions, up to and including having their benefit
stopped.

3.14 New Deal for Lone Parents

NDLP is a voluntary programme which aims to help and encourage lone parents
with at least one child under the age of 16 who are either not in work, or who
work fewer than 16 hours per week, to ‘improve their prospects and living
standards by taking up or increasing hours of paid work and of improving their
job readiness to increase their employment opportunities’ (Evans et al., 2003).
Specifically, individuals are assigned to a Personal Adviser whose job it is to help
them look and apply for suitable jobs, find training opportunities and find and
organise registered childcare and to provide advice on the benefits to which they
are entitled once they have found work.3?

32 Source: www.surestart.gov.uk/surestartservices/support/
helpwithchildcarecosts/newdealforloneparents
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3.1.5 New Deal for individuals aged 25 plus

ND25+ is designed to help unemployed individuals aged 25 and over to find
and keep a job. Participation in ND25+ is compulsory for customers who have
been claiming JSA for at least 18 of the previous 21 months. It is also possible to
participate voluntarily in ND25+ before meeting this eligibility criterion, although
evidence suggests that, at present, there is little or no early entry into ND25+.

When individuals first join ND25+, they enter a period known as Gateway.
This can last up to four months and consists of informal meetings between the
customer and their Personal Adviser to help with job-search activity, including
addressing any issues that the individual feels are preventing them from moving
into work (for example, childcare). If the individual has not found a job by the
end of the Gateway period, they enter what is known as the Intensive Activity
Period (IAP). This requires the individual to commit full-time to either:

e work experience/work placements with an employer or voluntary organisation;
e training for a specific job; or
e courses to develop the skills that employers are looking for.

During the IAP, customers stop claiming JSA but receive a training allowance of
equal amount (and, possibly, a top-up payment as well). If they have still not
found a job by the end of the IAP (which lasts a minimum of 13 weeks), they
make a new claim for JSA and continue receiving support from Jobcentre Plus to
help them find a job: this period is known as Follow-through and can last up to
six weeks.*3

3.1.6 New Deal for Young People

NDYP is similar to ND25+ except that it is targeted on unemployed individuals
aged between 18 and 24. Participation in NDYP is compulsory for all 18- to 24-
year-olds who have been claiming JSA for at least six months; in addition, it is
possible for certain customers to participate voluntarily at an earlier date.

Upon entering NDYP, participants go through a period of four months’ intensive
job-search activity, where Personal Advisers try to help them find unsubsidised
employment: this period is known as Gateway. If they have not found a job at
the end of the Gateway period, they can choose from the following four options,
all of which are designed to enhance employability:

e subsidised employment for a period of six months (including self-employment);

full-time education and training (FTET);

employment in the voluntary sector (VS);

employment in an environmental task force (ETF).

3 Source: www.jobcentreplus.gov.uk/JCP/Customers/
outofworkhelplookingforwork/Getting_job_ready/Programmes_to_get_
you_ready/New_Deal/New_Deal_25_plus/Dev_011413.xml.html
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For all NDYP participants who reach the end of the Option period without securing
employment, the return to JSA is known as the Follow-through period, involving
another period of intensive job-search.

3.1.7 New Deal for Disabled People

NDDP is a voluntary programme open to individuals in receipt of a disability or
health-related benefit (for example, IB or Severe Disablement Allowance (SDA)) or
of a disability premium to a non-health-related benefit (for example, IS or Housing
Benefit (HB)**). Job 'brokers’ from a range of organisations provide advice and
practical support to participants, with the aim of helping them move from disability
and health-related benefits into paid employment.?>

3.1.8 New Deal for Musicians

NDfM is a voluntary programme that ‘provides advice and guidance on the business
aspects of work in the music industry’.® It can also be accessed as part of ND25+
or NDYP at the Option/IAP stage.

3.1.9 Basic Skills

Individuals who have been unemployed for six months are screened for basic
skills needs (in terms of literacy, numeracy and Information and Communication
Technologies (ICT)). If they are found to be below Level 137 of the national basic
skills curriculum, then they may be referred to some sort of Basic Skills provision.
There are three main types of provision on offer: Short Intensive Basic Skills (which
lasts for four weeks), Basic Employability Training and provision through the NDYP
FTET option (both of which last up to 26 weeks). Each programme is designed to
encourage and enable individuals to apply for and obtain jobs.®

3 Provided the individual is not receiving JSA and is not in paid work for 16 or
more hours per week.

¥ Source: www.direct.gov.uk/en/DisabledPeople/Employmentsupport/
WorkSchemesAndProgrammes/DG_4001963

% Source: www.jobcentreplus.gov.uk/JCP/Customers/
outofworkhelplookingforwork/Getting_job_ready/Programmes_to_get_
you_ready/New_Deal/New_Deal_for_Musicians/index.html

37 See www.qca.org.uk/libraryAssets/media/14130_national_standards_for_
adult_literacy_numeracy_ict.pdf for details of the literacy, numeracy and
ICT skills that are expected in order to reach Level 1.

3% Source: www.dwp.gov.uk/jad/2003/148_sum.pdf
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3.1.10 Work-Based Learning for Adults

WBLA was a voluntary programme available to unemployed individuals aged 25
or over who have been out of work for at least six months.° It aimed to help such
individuals back to work through a programme of training and work experience,
which might have involved training to do a specific job, working towards a National
Vocational Qualification (NVQ), actual work experience or a combination of these.
WBLA could also form a compulsory element of either ND25+ or NDLP.

3.1.11 Employment Zones

Ezones are operated by either public or private sector organisations in 13 areas of
Great Britain,*® and are designed to help unemployed individuals find and keep a
job. For customers aged 25 and over who have been in receipt of JSA for at least
18 out of the last 21 months*' or for those aged between 18 and 24 (inclusive)
who have finished a spell on NDYP and have been receiving JSA for at least six
months continuously, participation in Ezones is compulsory. Lone parents who are
not working more than 16 hours a week and do not claim JSA** and individuals
in receipt of Pension Credit (PC) who do not work more than 16 hours a week,*
can participate voluntarily in Ezones.**

3.1.12 Ethnic Minority Outreach

Ethnic Minority Outreach was a voluntary programme aimed at unemployed Ethnic
Minorities who had not been claiming JSA for more than six months and who lived

39 Individuals who do not need to meet the six-month rule include those with
a disability, those with a basic skills need, those returning to work after
caring for a child or other relative, lone parents, those subject to large-scale
redundancies, those who have previously been in the armed forces and
refugees.

40 These areas are: Plymouth; Brighton and Hove; Doncaster and Bassetlaw;
Middlesbrough, Redcar and Cleveland; Heads of the Valleys, Caerphilly and
Torfaen; North West Wales; Nottingham, Glasgow; Liverpool and Sefton;
Birmingham; Tower Hamlets and Newham; Brent and Haringey; and
Southwark.

41 Ezones operate instead of ND25+ (for which these individuals would have
been eligible had they lived in a different area).

4 The alternative for such individuals may be participation in NDLP.

4 Of course, the restrictions that have been placed on the age of Jobcentre
Plus customers in this report (see Chapter 3 for more details) mean that no-
one claiming PC should be included in the Jobcentre Plus sample used for
estimating ethnic parity.

4 Source: www.jobcentreplus.gov.uk/JCP/Customers/Programmesandservices/
Employment_Zones/
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in one of the target areas.** There were three main elements of Outreach work:
encouraging individuals to use Jobcentre Plus services, working with employers to
promote diversity in recruitment strategies, and delivering specialist support (for
example, in addressing language needs) to help customers compete for jobs.*

3.2 Samples

Section 2.4.2 gave a brief outline of the sampling frame. This section describes, in
more detail, how each of the samples was chosen. Note that the word ‘sample” is
not used in the traditional ‘subset of the population’ sense (because information
about all individuals in the relevant population is available). Rather, it denotes all
individuals in the population who meet the criteria set out below.

Analysis samples were defined as follows:
e JSA

All individuals:
who started a JSA spell during 2003;
aged 16-57 on the start date;

whose JSA spell did not start during an NDYP, ND25+, NDfM or Ezones
spell;

— who did not have a basic skills language need.
e ISand IB
All individuals:

— who attended a Work Focused Interview (WFI) for the relevant benefit during
2003, and for whom this WFI took place no more than six months after the
benefit start date;

— aged 16-57 on the WFI date;
— who did not have a basic skills language need.
e New Deal programmes
All individuals:
— who started a spell of the relevant programme during 2003;

— aged 18-24 (NDYP), 25-57 (ND25+) or 16-57 (NDLP) on the programme start
date;

— who did not have a basic skills language need.

4 These include districts in the East Midlands, the East of England, London, the
North East, the North West, Scotland, Wales, the West Midlands, Yorkshire
and Humberside and the South West.

4 Source: www.jobcentreplus.gov.uk/JCP/stellent/groups/jcp/documents/
websitecontent/dev_011508.pdf
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¢ Jobcentre Plus

All individuals who belong to one (or more) of the JSA, IS, IB and New Deal
programme samples, or:

— who started a spell of NDfM, NDDP, Basic Skills, WBLA, Ezones or Outreach
during 2003;

— aged 16-57 on the start date;

— (if the spell was Basic Skills or WBLA) whose Basic Skills or WBLA spell did not
start during an NDYP, ND25+, NDLP, NDfM, NDDP or Ezones spell;

— who did not have a basic skills language need.

A number of things should be noted about these definitions:

e The samples are all individual-based, not spell-based. In cases where an individual
had more than one spell that qualified them for inclusion in a given sample, only
the first such spell (the one starting earliest) is counted, so individuals do not
appear in the sample multiple times. This spell is referred to as the ‘qualifying
spell’.

e An upper age limit was imposed for all samples to avoid including individuals
about to retire. The number of individuals affected by this was relatively small
(for example, around three per cent of individuals starting JSA in 2003 and 4.5
per cent of individuals starting ND25+ in 2003 were excluded by this rule).

e |ndividuals identified as having a basic skills language need were excluded. This
method may not capture all individuals with language difficulties: only those
recorded as having a basic skills language need. These individuals are excluded
as people who do not speak English fluently are likely to have significantly
different labour market prospects from those who do. Since one might expect
this to be more of a problem for Ethnic Minorities than for Whites, it would
have been near impossible to find comparable White individuals for this group
of Ethnic Minorities.*

* JSA spells were not permitted to start during an NDYP, ND25+, NDfM or Ezones
spell because it was judged that such spells were more likely to be continuations
of previous JSA spells rather than new claims. (Individuals are recorded as having
left JSA when they start a New Deal option even though they are still paid an
amount equivalent to the value of JSA. If they have not found a job by the time
the option has finished, they return to JSA — recorded as a new spell.)

47 The only exceptions may have been non-British White individuals, e.g. those
of Eastern European origin, who make up a very small percentage of the
White population of interest.
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For the Jobcentre Plus sample, Basic Skills and WBLA spells were not permitted
to start during an NDYP, ND25+, NDLP, NDfM, NDDP or Ezones spell because
individuals on any of these programmes could be sent on Basic Skills or WBLA.
In such cases, it was felt that Basic Skills and WBLA spells should be treated as
part of NDYP, ND25+, etc. rather than as spells in their own right.

For IS and IB, analysis focused on individuals with WFIs because (i) these
individuals are more likely to have ethnicity recorded and (i) the WFI is a
‘treatment’ intervention whose effect can be analysed. For new claimants, WFIs
usually take place shortly after the start of the IS or IB spell. But since WFIs were
introduced across the country starting in 2003 as part of the roll-out of Jobcentre
Plus, some individuals with a WFI in 2003 had already been receiving IS or IB
for a long period of time. To avoid confusing the stock and flow of claimants
(see Sections 2.3.2 and 2.4.2), it would have been desirable to require that new
spells in 2003 were registered at a rolled-out Jobcentre Plus office (so claimants
would have received a WFI within a few weeks). This, however, turned out to
be too difficult to implement. Instead, the WFI date was restricted to be during
2003 and no more than six months after the benefit spell start date.*

The definition of Jobcentre Plus includes all benefits and programmes with an
identifiable treatment. This explains why benefits such as Bereavement Benefit,
Incapacity Carers Allowance, etc. were excluded. That said, it would have been
impossible to include most, if not all, of these benefits because ethnicity was
recorded so poorly. It was not possible to replicate the current Department
for Work and Pensions (DWP) definition of Jobcentre Plus (which considers all
customers with any Labour Market System (LMS) activity) because employment
and benefit outcomes were unavailable for customers who had not claimed a
benefit or started a programme.

Given that individuals may start more than one programme or benefit in the
space of a year, a decision was made to restrict the Jobcentre Plus overall sample
to include only the first qualifying spell for each individual. For example, if an
individual (aged 20) started claiming JSA on 1 February 2003 and then joined
NDYP as soon as they were required to (i.e. on 1 August 2003), then they would
only be included in the Jobcentre Plus overall sample as a JSA claimant (and not
as an NDYP participant). Given that this process was applied equally to both
Ethnic Minority and White Jobcentre Plus customers, this should not introduce
any bias into the results and it makes the estimation process simpler.

48

It should be noted that individuals who claim IS but who work less than
16 hours per week, are not required to participate in a WFI; hence, these
individuals will be automatically excluded from the analysis.
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3.3 The datasets

The samples described above were all selected using the Work and Pensions
Longitudinal Study (WPLS) dataset.*® This is a spell-level dataset that contains
information about time on benefits and programmes (from DWP records,
sometimes called the ‘master index’) and time in employment (from Her Majesty’s
Revenue & Customs (HMRC) records).

The definition of ethnic parity given in Chapter 2 requires that Ethnic Minority
individuals be compared with ‘otherwise-identical’ White individuals. To identify
which individuals were otherwise identical, a wide range of background
characteristics was required. In fact, the strategy used in this project requires
information on all pre-inflow characteristics likely to affect employment and benefit
outcomes (see Section 2.5). Clearly, one important determinant of employment
and benefit outcomes is past labour market involvement and this can be derived
directly from the WPLS (see Section 3.4.2 for more details). Aside from this, the
WPLS also includes a small number of useful characteristics, such as ethnicity, date
of birth and sex, a partner flag for JSA claimants and postcode (enabling local area
data to be merged in).

Other administrative data sources were used to provide additional background
characteristics:

e 100 per cent National Benefits Database (NBD) provided some information for
IS and IB claimants about children, partner, disability and illness;

e New Deal datasets provided information for NDYP, ND25+ and NDLP participants
about disability and marital status.

None of the administrative data sources contain reliable information on education
or wealth. As these are likely to be important determinants of labour market
outcomes, some alternative source was required. In this case, aggregate data
available for small geographic areas may be used as a suitable proxy. Information
about local labour market conditions was also needed. Both were obtained from
the 2001 Census (see Sections 3.4.3 and 3.4.4 for more details).

3.4 Explanatory variables

This section describes the variables that were created using the above data. It
was agreed that, as well as an overall ethnic parity estimate for each benefit and
programme, analysis should be conducted by ethnicity, sex and region. Section
3.4.1 describes these three variables. Sections 3.4.2 to 3.4.4 describe variables

49 The only exception is the exclusion of individuals with a basic skills language
need. This was achieved using a dataset provided by DWP derived from
Basic Skills administrative data which identified cases to be removed using
a method formulated in earlier work by the Policy Studies Institute (PSI) (see
Anderson et al. (2004)).
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included in the analysis that are common to all benefits and programmes, while
Section 3.4.5 discusses those unique to particular groups.
3.4.1 The by’ variables: ethnicity, sex and region

Estimates of the degree of ethnic parity were split by ethnicity, sex and region.
These three variables are described here.

e Ethnicity — Ethnicity information in the WPLS allowed 11 separate ethnic groups
to be identified:

— Black Caribbean;

— Black African;

— Other Black;

— Indian;

— Pakistani;

— Bangladeshi;

— Other Asian;

— mixed;

— Chinese;

— Other ethnic group®®;
— unknown.

These were aggregated into five higher-level categories:

— Black (comprising Black Caribbean, Black African and Other Black);

Asian (comprising Indian, Pakistani, Bangladeshi and Other Asian);

Pakistani and Bangladeshi (note this is a subset of Asian);
— Mixed, Chinese and other;

— Ethnic Minorities overall (excluding unknown).

giving a total of 16 different Ethnic Minority groups.

e Sex — Estimates were produced separately for males and females and then for
males and females pooled. In the latter case, a female indicator was included in
the models.

e Region -The following 78 regions were identified:
— Great Britain as a whole;

— any of the 272 disadvantaged group wards (this is a single group);

0 Individuals of White (but not White British) ethnic origin will be included in
this group.
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— six cities (Birmingham, Bradford, Leeds, Leicester, London and Manchester)
and rest of Great Britain (this is seven groups);

— 69 Jobcentre Plus districts.

3.4.2 Past labour market history variables

To derive reliable estimates of the ethnic penalty or premium in labour market
outcomes, Ethnic Minority individuals must be compared with otherwise-
identical White individuals. An important dimension in this is past labour market
history, particularly in terms of:

e employment history;
e benefit history;

e past programme participation.

Before summary variables could be constructed, however, WPLS employment and
benefit data had to be cleaned up considerably. What follows is a brief outline of
the steps taken; more details are available on request.

For employment spells, the following steps were taken:

e Following DWP advice and internal DWP work, a number of spells were dropped.
This included spells where DWP was unsure whether they have been matched
to the right individual, old spells, spells that finish on or before the day they
start, spells where the individual was aged less than ten on the start date, etc.

e Asubstantial proportion of individuals had multiple spells starting on the same day
(often more than two), suggesting that not all ‘old’ spells had been successfully
removed as the data were updated. This was certainly the conclusion reached
by internal DWP work,*" which kept only one job start for each individual on any
one day. The rules used here differed slightly from this, but the basic principles
were similar. Roughly in order, the rules used were:

— favour spells with certain dates over those with uncertain dates (uncertain
means either that only the tax year in which the spell started and/or ended is
known or that the spell is ongoing);

— favour spells from more recent extracts of the data;
— favour longer spells.

e Somespellsinthe employment datawere actually spells on taxable benefits. Many
of these were flagged (and therefore easily removed), but this was not possible
for all such spells. A set of rules, based on matching benefit and employment
dates, was devised to try to eliminate more of these non-employment spells.

> This work was part of the DWP’s evaluation of the Job Outcome Target
pilots. See www.dwp.gov.uk/asd/asd5/rports2005-2006/rrep316.asp
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e Having carried out all this cleaning, a large number of employment spells still
had uncertain start or end dates. For these spells, start dates were set as early
as possible and end dates as late as possible, and then an attempt was made
to reduce the uncertainty using the fact that some benefits are very unlikely to
overlap with employment.

A number of decisions, in particular those to favour longer spells when deleting
duplicated spells and to set uncertain dates to maximise the length of the spell,
are likely to have led to the length of employment spells being overstated. But
this only matters to the extent that the spells of Ethnic Minorities and Whites are
differentially affected.

Benefit spells, in contrast, were relatively straightforward to clean up. In short:

e following DWP advice, a number of spells were dropped (spells with negative
duration, spells where the individual was aged less than ten on the start date,
etc.);

e the end date of most benefit spells (not JSA) is only known within a two- or six-
week window. For consistency with employment spells, the end date for these
benefit spells was set to the last possible date the spell could have finished (i.e.
the end of the window of uncertainty).

Again, choosing the latest possible end dates is likely to overstate the length of
benefit spells but this matters only if Ethnic Minorities and Whites are differentially
affected.

In the raw data, all employment, benefit and programme information appears in
the form of spells (start and end dates — see above). Because of the complexity of
spell patterns, this had to be summarised in some way to enable straightforward
comparison across individuals. The decisions made about how to do this are
documented below:

e Three years’ worth of labour market history was used. Given the 2003 inflow
window, the earliest spell information used relates to January 2000, consistent
with DWP’s concern that some spells prior to August 1999 may be unreliable.

e For benefit and employment histories, it made logical and practical sense to use
the same variable definitions as used for benefit and employment outcomes.
These were discussed in Section 2.4.4; the key features were:

— they were defined in relative terms, counting from the day the individual
started the programme that qualified them to be included in the analysis
group (called the time of inflow, t = 0);

— the measures were monthly (30-day intervals);

— an individual was defined as being employed (on benefit) in a given month
if they were employed (on benefit) for 15 or more days in that month; an
individual was defined as being sustainably employed if they had been
continuously employed for at least three months;
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— the definition of ‘on benefit’ included JSA, NDYP, ND25+, Ezones, Basic Skills,
WBLA, IS and IB.>?

Monthly employment, sustained employment and benefit variables were created
along these lines for each of the six months prior to inflow. This was because
previous research (e.g. Dolton et al., 2006) has shown that recent labour market
history is more important than earlier labour market history in determining
future labour market outcomes.

One real difficulty with using WPLS employment and benefit information to
compare Ethnic Minorities and Whites is that recent immigrants will appear as
having no employment or benefit history. If Ethnic Minorities are more likely to
be recent immigrants than Whites, there is a real danger that Ethnic Minorities
with a full (but unknown) work history will be compared with Whites who have
never worked. To try to counter this problem:

— dummy variables were defined for each of the six months prior to inflow,
indicating whether the individual had yet appeared in the WPLS;

— all ‘proportion of time’ variables (see below) were calculated relative to time
since first appearing in the WPLS.

This issue is discussed in more detail in Section 4.5.

Labour market history in the three years prior to inflow was also summarised
more broadly using two variables: proportion of time employed in these months
(or since first appearing in the WPLS, whichever is more recent) and proportion of
time on benefit in these months (or since first appearing in the WPLS, whichever
is more recent).>?

NDYP and ND25+ are mandatory after six months and 18 months of JSA receipt
respectively. This raises the question of whether, for these groups, earlier labour
market history might be more informative than more recent history because
many individuals have been unemployed and on JSA in the run-up to inflow. It
was decided, however, not to use substantially different history variables. This
was both because a substantial proportion of individuals enter these programmes
early (so will not necessarily have been unemployed and on JSA for all of the
recent past) and because summarising earlier history in a more detailed way
seemed to make little difference to the results. The only concession was the
inclusion of an indicator of early-entrant status.
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This definition is similar to that used in Beale et al. (2005).

It had been thought that two sets of variables might be necessary: one for
large subgroups that contained dummy variables for months 7-36 (like
the variables for months 1-6) and one for small subgroups summarising
the information more parsimoniously (as described above). It turned out,
however, that the choice made little difference to the results, so only the
parsimonious summary was used.
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e |t was thought that individuals with a history of inactive benefit receipt were
likely to have considerably different employment and benefit prospects from
those who had claimed only active benefits. Therefore, two additional dummy
variables were included: one flagging individuals who had spent some, but not
more than 50 per cent, of their time on inactive benefits since first appearing in
the WPLS, and one flagging individuals who had spent more than 50 per cent
of their time on inactive benefits.

e |nthe WPLS, there are a substantial number of employment spells lasting just one
day. HMRC advice suggests these are often cases where the end date is known
for certain but the start date is unknown. To avoid discarding this information
completely, a dummy variable was created for individuals with at least one such
spell in the three years prior to inflow, indicating that they had been employed
for at least part of this period.

e Past participation in various programmes is likely to reveal information about
individuals. In particular, participation in voluntary programmes may suggest
a willingness to be proactive in improving employment prospects, whilst
participation in Basic Skills may indicate individuals who are less likely to
be successful in the labour market. In line with this, indicators of voluntary
programme participation, Basic Skills need and Basic Skills attendance during
the three-year history period were created.

3.4.3 Individual characteristics

Aside from labour market history, there are a number of other individual
characteristics it is important to control for. These include:

e gender (only for estimates with males and females pooled);
* age;

e month of inflow;

e educational qualifications;

e wealth.

Of these, the last three merit brief discussion.

There are pronounced seasonal patterns in employment and benefit receipt so it
is important to control for the month of inflow onto the benefit or programme of
interest.

Education is an important determinant of labour market outcomes. Unfortunately,
however, none of the administrative datasets used for this project contained reliable
education information.> To address this problem, local area Census data were

>4 The New Deal datasets included variables intended to record highest
qualification but the information was missing for the vast majority of the
sample so could not be used.
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used as a proxy. Data was provided on highest qualification for unemployed or
inactive people (the relevant population of interest for benefit claimants and New
Deal participants)®> for Super Output Areas ((SOAs), around 750 households). This
was split by White/non-White status.*® This was used to calculate the proportion
of unemployed or inactive individuals in each combination of SOA and White/
non-White status with:

* no qualifications (this is the omitted category);

Level 1 qualifications;*’

Level 2 qualifications;

Level 3 qualifications;
e Level 4 or higher qualifications;

e unknown qualifications.

For each White/non-White individual in a given SOA, the relevant information
was mapped in using home postcode. In this context, the information can be
interpreted as a probability that the individual has each level of qualification.

There are two potential problems with this approach: First, there is no guarantee
that the correlation between actual qualifications and the SOA-level proxy is
strong and, without data on actual qualifications, it is not something that can
be tested. But given the absence of an alternative, there was little choice but to
use this measure. The second problem relates to the fact that the Census was
collected during 2001, whereas inflow took place during 2003. This means that
not only might the information not be the most up-to-date available (individuals
may have gained higher qualifications after the Census but prior to inflow)*® but
it is also possible that individuals in one of the analysis samples lived in an area in
2003 where no Ethnic Minorities lived when the Census was collected (in 2001),
meaning that there is no SOA-level education information available for them. In
fact, this latter issue turned out not to be a problem.

The administrative data also contained little indication of individual wealth, so,
as with education, the 2001 Census was used to provide a proxy. A number of

> For JSA, ND25+, NDYP and NDLP, unemployed individuals were thought to
be the most appropriate group. For IS and IB, a combination of unemployed
and inactive individuals was used.

%6 Information for more disaggregated ethnic groups could not be provided by
Office for National Statistics (ONS) as it was potentially disclosive.

7 See www.sflgi.org.uk/llu+/docs/9185_level_descriptors.pdf for full details of
the National Qualifications framework.

8 Although the most important thing is that the information was collected
prior to inflow.
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alternatives were available.®® The one chosen here was the proportion of each
ethnic group® living in council or other social-rented housing at ward level.®’

344 Local labour market characteristics

Employment opportunities and local conditions can vary widely across
neighbourhoods. It is, therefore, important to control for these differences. The
variable used to control for them was unemployment by travel-to-work area from
the 2001 Census. The same concerns about timing outlined above also apply
here.

3.4.5 Other variables not common across groups

Some information was only available (and perhaps even only relevant) for particular
analysis groups. This section lists the remaining variables that were included in the
model and the programmes and benefits for which they existed.

e Partner (available for: IS, JSA, NDYP, ND25+; not relevant for: NDLP) — Partner
information relates, in general, to claims for a partner.

* Number of children (available for: IS, NDLP, IB; proxied: JSA, Jobcentre Plus,
ND25+, NDYP) — Information about children relates, in general, to claims for
children. Proxies were constructed using 2001 Census data in a way identical to
that described above for wealth. The variable measures the proportion of the
relevant ethnic group aged under 16 in the relevant ward.

e Age of youngest child (available for: IS, NDLP) — Information about children
for IS customers relates to claims for children.

> Results did not seem to vary with the measure chosen.

€ For England and Wales, data were available for: White British, Irish, other
White (combined to provide information for White individuals), White and
Black Caribbean, White and Black African, White and Asian, other mixed
(combined to provide information for individuals of mixed ethnic origin),
Indian, Pakistani, Bangladeshi, Other Asian, Black Caribbean, Black African,
Other Black, Chinese and other Ethnic Groups (each of whom appeared
separately in the analysis). For Scotland, data were available for: White,
Indian, Pakistani and other South Asian (this was mapped to Pakistani,
Bangladeshi and Other Asian individuals), Chinese and other (where other
was mapped to Black Caribbean, Black African, Other Black and other Ethnic
Groups).

6 The same variable at Output Area (OA) level (approximately 150 households)
was originally mapped in, but was missing for a large proportion of
individuals (indicating that people had moved across OAs between the
Census and the time of inflow). Aggregation to SOA level did not seem to
make any difference. It was thought that disaggregation by ethnicity was
more important than disaggregation by region, so a ward-level measure was
adopted.
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Disability (available for: IS, NDYP, ND25+, NDLP; not relevant for: IB) — IS
disability information in the NBD relates to receipt of the IS disability premium.
The majority of individuals are recorded as receiving the premium only after
their IS claim had started. But given the possibility of administrative delays, the
distinction between whether or not the premium was received from the start of
the claim was ignored. New Deal disability information did not seem to be tied
to receipt of a premium.

On IB at inflow (available for: all benefits/programmes; not relevant for: IB)
— Being on IB is an indicator of incapacity for work. Therefore, it is sensible to
control for it in programmes and benefits other than IB.

On IS at inflow (available for: all benefits/programmes; not relevant for: IS) — A
substantial proportion of individuals on IB are also claiming IS, so it is important
to control for IS claims for this group. It is not possible to claim IS alongside
many of the other benefits and programmes in question.

Amount of benefit at inflow (available for: IS, IB) — The purpose of including
this information was twofold: as an indication of the amount that might be
lost on entering work and as a proxy for characteristics not available elsewhere.
Because there are only a small number of different IB rates, it was possible to
classify the amount received into one of the following five categories: (i) £0; (ii)
lower rate; (iii) lower rate plus adult dependent payment;®? (iv) higher rate; and
(v) other. A similar classification was not possible for IS; here, the distribution of
amount received was split three ways: (i) less than £40; (i) at least £40 but less
than £60; and (iii) £60 or more.%?

IB iliness information (available for: IB; not relevant elsewhere) — Individuals
were classified into five categories according to their IB illness code using the
International Classification of Diseases.

Occupation (available for: JSA) — For JSA, the WPLS contains information
both about the usual occupation of the individual and about the occupation
of the job they are seeking. This was used to create a ten-way classification of
usual occupations and indicators of whether the individual was seeking a job
belonging to a higher or lower occupational group.

Previous New Deal spells (available for: NDYP, ND25+, NDLP) — The number
of previous spells on the relevant New Deal programme was included.
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It was hoped that this might provide some information about partners (which
is not available elsewhere for IB claimants).

The amount of IS received may provide information about an individual’s
household income, although because the personal allowance depends
on circumstances (e.g. whether an individual has a dependent partner or
dependent children), it is not necessarily a monotonic relationship.
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e Early entrant (available for: NDYP, ND25+; not relevant elsewhere) — This
indicates whether the participant entered the relevant programme early (i.e.
before the qualifying conditions based on JSA receipt had been met).

* Programme indicators (available for: Jobcentre Plus; not relevant elsewhere)
— Since the Jobcentre Plus analysis group pooled individuals on different
programmes and benefits, it was necessary to create indicators of the type of
programme or benefit that the qualifying spell related to.%*

3.5 Limitations of the data

Some limitations of the data used have already been touched on in previous
sections. Here, the main issues are collected together.

e Employment spells for individuals on low earnings may not appear in the WPLS.
Employment information in the WPLS is derived from P45 and P46 forms
sent to HMRC by employers. It is only compulsory, however, to submit forms
for employees earning enough to be subject to income tax. Although some
employers submit forms for all employees regardless of their earnings, this is
not always true. Therefore, individuals earning below the income tax threshold
may appear as having no employment spells. This causes problems if it differs by
ethnicity — which it might do if, say, Ethnic Minorities more often work for small
employers who are less likely to submit forms for employees below the income
tax threshold. There is no way of telling how much of a problem this is.

e The start and end dates for many employment spells are not known with
certainty. Most commonly, this manifests itself as 6 April start dates and 5 April
end dates (indicating that the tax year in which the employment spell started
or finished is known but not the precise date). There are also a considerable
number of spells lasting just one day (usually indicating that HMRC received
notification of an end date for a job they didn’t know existed). These unknown
dates create wide windows of uncertainty of when individuals were actually
employed. Again, they pose a problem for this project if unknown dates affect
Ethnic Minority employment histories and/or outcomes differently from White
employment histories and/or outcomes.

e Many individuals have multiple employment spells that seem to relate to the
same job (for example, they start on the same day and there are too many for
them to all be different jobs). If all these spells had the same start and end dates,
it would not be a problem for employment histories and outcomes as defined in
this project (because no account is taken of the number of jobs held). But this
is not the case: often, the end dates of spells differ (some are certain end dates,
others are uncertain within a tax year, others are open spells, etc.).

¢ Note that individuals for whom the qualifying spell was NDfM, NDDP, Basic
Skills, WBLA, Ezones or Outreach were grouped into an ‘Other’ programme

type.
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e The end dates for most benefit spells are only known to within a given window
(usually two or six weeks). In the raw data, the actual end date is randomly set
to be some time during that window.

e There is no record of how long individuals have been living in the UK. In a
project comparing Ethnic Minorities and Whites, immigration is likely to be
a considerable issue. An individual who has just arrived in the UK and starts
claiming benefits or joins a programme will never previously have appeared in
the WPLS (i.e. they will be recorded as never having previously been employed
or on benefit), whereas they may, in reality, have been employed or on benefit in
another country. This means that they will be compared with White individuals
who have also only just appeared in the WPLS but who may have been absent
for potentially different reasons, e.g. studying or starting a family. The underlying
assumption in this project must be that Ethnic Minorities and Whites are absent
from the WPLS for the same reasons.

e The range of background characteristics available in the administrative data
is limited. In particular, there is no reliable education information and (in the
version of the data used for this project) no indication of income or wealth.
As described above, it is possible to use Census data to proxy for this missing
information but this is likely to fall some way short of having the information
for the individuals themselves. This is because the proxy is an area-level average
by ethnicity. Where many individuals of a given ethnicity live in a particular
area, the proxy is completely reliant on individuals in that area having similar
qualifications to the individual being proxied.

e Recent migrants to the UK may not speak English very well and are, therefore,
likely to find it much harder to find work than an otherwise equivalent individual.
The only source of information about language needs is the Basic Skills dataset.
This can help identify individuals who don’t speak English well but it isn't clear
that all such individuals will be captured (and therefore dropped from the
analysis).
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4 Interpretation of ethnic
parity estimates

In this chapter, a few critical caveats that should be borne in mind when
interpreting the estimates of ethnic parity in outcomes from Jobcentre Plus services
and programmes are highlighted.®® It should be noted that when considering
subgroups, analysis is only carried out on Ethnic Minority groups that contain
more than 400 individuals and where less than 95 per cent of the sample is lost
to common support.

The results chapters contain many summary tables describing the subgroups that
exhibit penalties, the subgroups that exhibit premiums and the subgroups for
which parity cannot be rejected.

For an employment penalty to be recorded, Ethnic Minorities must be significantly
less likely (at the five per cent level) than Whites to be employed in at least one of
the 12 months following inflow to the relevant benefit or programme, while for
an employment premium to be recorded, Ethnic Minorities must be significantly
more likely (at the five per cent level) than Whites to be employed in at least one
of the 12 months following inflow to the relevant benefit or programme. For
benefits, it is the other way round: a penalty is recorded if Ethnic Minorities are
significantly more likely (at the five per cent level) than Whites to be claiming
benefits in at least one of the 12 months following inflow to the relevant benefit
or programme, while a premium is recorded if Ethnic Minorities are significantly
less likely (at the five per cent level) than Whites to be claiming benefits in at least
one of the 12 months following inflow to the relevant benefit or programme.
Because these criteria require significant differences in only one of the 12 outcome
months, itis possible for a given subgroup to exhibit both a penalty and a premium.
When no penalty or premium is found, this is described as ethnic parity not being
rejected.

& A much more extensive discussion of how to interpret all the outputs
produced for the main report as well as interpretational caveats are discussed
in Chapter 4 of the full report.
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4.1 Ethnic parity and unobserved characteristics

Both matching and regression estimates can control only for observed
differences between ethnic groups in characteristics that are likely to impact on
labour market outcomes. Any residual unobserved differences other than
ethnicity between the groups being compared will show up as ethnic
penalty or premium (depending on whether the remaining difference concerns
an unobserved trait that is unfavourable or valuable to the labour market).

For instance, suppose that:

e a given Ethnic Minority group has invested less in training, or is less motivated,
on average, than the White customer group it is compared to;

e our data do not include indicators of past training and of ambition;

e these characteristics have a strong, positive impact on an individual’s probability
of obtaining a job.

In this case, any measure of ‘ethnic penalty’ obtained via regression or matching
would be driven — partly at least — by this difference in unobserved characteristics,
as opposed to ethnicity itself. In this example, the ethnic penalty would be
overestimated.

A specific caveat on unobserved differences concerns the pre-inflow employment
history. If there is differential selection into employment on the basis of
unobservables and if there has been past discrimination in the labour market,
then the members of an Ethnic Minority group with the same employment
history as their matched White counterparts might represent a higher ‘slice’ of
the (unobserved) ability distribution amongst their ethnic group. As a result, any
investigation risks comparing more able Ethnic Minorities with less able Whites, in
terms of their unobservable characteristics, which would lead to an underestimate
of any ethnic ‘penalty’ and to an overestimate of any ethnic ‘premium’.

A similar argument can be made in terms of other observables one would like
to control for, such as education. If the selection process into education differs
between Ethnic Minorities and Whites,® then comparing Ethnic Minority and White

€ For example, because of anticipated discrimination in the labour market,
credit constraints or a different culture, Ethnic Minorities might be less likely
to invest in education, so those Ethnic Minority individuals who are observed
to achieve a given qualification are of higher unobserved ability than Whites
achieving that qualification.
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individuals with the same level of education might still leave some unobservable
difference unaccounted for.®’

4.2 Common support

As mentioned in Chapter 2, regression methods may end up estimating the ethnic
penalty by comparing non-comparable individuals using extrapolation. This is the
so-called ‘common support problem’, arising when, for some individuals of the
Ethnic Minority group of interest, there are no White individuals with the same (or
similar) observed characteristics.

Matching methods, by contrast, focus on finding an appropriate comparison
group for the Ethnic Minority group under analysis; the price to pay to achieve the
necessary comparability is that matching analyses would exclude from the analysis
those Ethnic Minority customers who have no suitable match or comparator
among White customers.

If the extent of the ethnic penalty/premium differs across Ethnic Minority
customers, restricting to the common subset could actually change the parameter
being estimated; in other words, the estimated ethnic parity would only pertain to
those Ethnic Minority customers who fall within the common support and might
not reflect the ethnic parity for the full Ethnic Minority customer group.

Just realising how different some Ethnic Minority customers are from White
customers is in itself an informative piece of information — the extent to which
Ethnic Minority customers differ from the corresponding White customers, even
within a given region, is at times striking (e.g. forcing the removal of over 95 per
cent of the Ethnic Minority group), preventing, in fact, any analysis from being
carried out. By contrast, standard regression methods would have ignored such
a fundamental non-comparability and simply extrapolated based on functional
form assumptions.

7 The same issues arise in the classic case of testing for discrimination on the
grounds of gender using a wage equation. Estimates of male and female
earnings equations are used with some form of decomposition method to
determine the extent to which women in the sample are being rewarded in
a different way from men given their observed characteristics, among
which are education and past labour market experience. However, this does
not account for the fact that (traditionally) female rates of participation and,
therefore, employment tend to be lower than those for men. If this ‘selection’
into the labour market is non-random (for instance, if it is the case that only
the most able of women enter the labour market or indeed, obtained higher
levels of education), then men and women with the same observed labour
market experience and education will differ in terms of unobservables. As far
as we are aware, this issue has not been fully addressed in this literature.
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4.3 Difference-in-differences analysis

Matching and regression-based estimates of the ethnic parity will be biased if
the available data do not contain all those variables that differ between Ethnic
Minority and White customers and also affect their labour market outcomes.

The difference-in-differences (DiD) analysis would, by contrast, account for this bias
— provided that the omitted variables are constant over time and have a constant
effect on the outcome. This approach relies on a plausibly weaker assumption
than matching or regression (though such assumptions are not nested): if they had
been White, the Ethnic Minority customers would have experienced, on average,
the same outcome dynamics as the ones experienced by White customers. This
assumption can still be implausible if Ethnic Minority and White customers are
observed to be unbalanced in terms of pre-inflow observed characteristics that
are thought to be associated with employment dynamics. This was the reason to
extend the simple DiD approach to one that controls for the impact of observed
characteristics on outcome growth.

The necessary assumption then becomes that, conditional on such observed
characteristics, the average outcomes for Ethnic Minority customers, had they
been White, would have followed parallel paths to the average outcomes of
White customers.

While the DiD analysis can provide an important sensitivity or robustness check for
the results based on matching methods, there are a few conceptual caveats that
have to be borne in mind. These were discussed in Section 2.5.5.

4.4 Employment outcomes: low earners are missed
from the Work and Pensions Longitudinal Study

The proportion of under-65s who are working but earning below their personal
allowance is about seven per cent of the working population;®® these individuals
will not be included in the Work and Pensions Longitudinal Study (WPLS) unless
their employer voluntarily reports their employment status and earnings.

This share is bound to be much greater than seven per cent for the more
disadvantaged groups considered in this analysis. Therefore, a non-negligible
minority of working Jobcentre Plus customers will not, in fact, be recorded as in
employment in the available database.

One possibility is to reformulate the employment outcome as being ‘gainfully
employed with earnings above the tax threshold’. While this represents an
interesting and relevant outcome, it is not fully captured in the data either. This
is because some firms do voluntarily submit the relevant forms for all employees,

% Figure taken from the 2003/04 Family Resources Survey and run through
HMRC's Tax and Benefit Model, IGOTM.



Interpretation of ethnic parity estimates

61

irrespective of how much they earn; the data, thus, also include an unidentified
proportion of individuals who earn below the threshold.

There would still be no difficulties for interpretation provided an equal proportion
of Whites and Ethnic Minorities (with the same observable characteristics) had
their status voluntarily reported by firms. However, this condition would not hold if,
even given observable characteristics, Whites are more likely to work in firms that
tend to report irrespective of earnings amount, such as larger or more organised
firms. It is not possible to observe whether this is so or not.

Note that, by contrast, benefit receipt does not suffer from such selective recording
problems. Discussing employment and benefit outcomes jointly thus allows one
to gain a quite reliable overall picture of ethnic differences in labour market
performance.

4.5 Time neither in employment nor on benefits and
Immigration

To control for previous differential labour market experience and performance
between Ethnic Minority and White customers, an individual’s past labour market
history has been tracked back to three years before inflow.

As mentioned in the previous section, some past employment spells might
have been missed and this might have happened differentially between Ethnic
Minorities and Whites. An additional data-driven concern relates to the absence,
in the administrative database used in the project, of any information concerning
the date of arrival in the United Kingdom by non-native individuals, essentially all
of whom are of an Ethnic Minority background

Specifically, if an individual at a given time does not appear in the WPLS, it can
mean either that:

e they are neither on any benefit nor in recorded employment; or

e they are not in the country (yet).

Immigration taking place less than three years prior to starting the programme/
benefit would, thus, automatically mean that an individual did not have a full
work or benefit history.

To address the problem that Ethnic Minority clients are around ten percentage
points more likely than Whites to have not been in the WPLS for three years or
more, the time that each individual has been observed in the WPLS has been used
as the reference for calculating their pre-inflow labour market history. Specifically,
the total proportion of time spent on benefits in the last three years and the
share spent in employment in the last three years have been normalised using the
actual time an individual has been observed in the WPLS (instead of three years).
An additional set of six matching variables has also been constructed for each of
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the six months prior to inflow to reflect whether labour market status is known
or unknown (the latter referring to months prior to a person first appearing in the
WPLS).

The choice of normalisation and the inclusion of the extra matching variables
go some way in trying to account for differential ‘entry’ into the WPLS between
Ethnic Minority and White customers.

Still, one has to keep in mind that the underlying assumption is that what Ethnic
Minority individuals do when not in WPLS is, on average, ‘equivalent’ (at least in
terms of labour market performance) to what their observationally similar White
counterparts do when not in the WPLS. The remaining concern is thus that ‘not
being in the WPLS' could mean different things for Ethnic Minority non-natives
and for their matched White natives. For natives, it means having been out of
the labour force: studying, informal employment, employment below the tax
threshold, pregnancy, etc. For non-natives, by contrast, it could be any of the
above (i.e. being out of the labour force), but it could also be work of a type that
would have appeared in the WPLS had they been in the UK.

4.6 Comparisons of ethnic parity across ethnicities,
programmes and districts

First of all, while the extent of ethnic parity can be compared across Ethnic Minority
groups (say, Blacks having a lower degree of parity than Asians), specific analyses
would be needed to calculate measures of ethnic parity between two Ethnic
Minority groups. One cannot simply divide the estimated parity measures that
were obtained separately for, say, Blacks and Asians to infer the penalty/premium
from belonging to one rather than the other Ethnic Minority group. This is because
despite the fact that both estimates were obtained with reference to the same
(White) group, each measure involved a different way of reweighting the White
comparator individuals, so the transitive property does not apply in general.®

Second, the set of obtained ethnic parity measures would not allow for
straightforward comparisons between programmes. In particular, the report
estimates the parities achieved by the various programmes separately, and
each for its specific Ethnic Minority customer group. Hence, an unequal parity
performance of the different programmes considered separately may just arise
from the different types of Ethnic Minority and White customers they serve.

Third, comparisons of the parity estimates across programmes would not allow
one to address the question of which programme helps Ethnic Minorities the most.
More specifically, these comparisons do not allow one to investigate the relative
impact of different Jobcentre Plus programmes in placing Ethnic Minorities into

& It would hold under the very special case where the (observed) characteristics
were the same for the two Ethnic Minority groups for which a direct
comparison is sought.
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work. This is because in order to measure the relative programme effectiveness for
Ethnic Minorities, the performance of a group of Ethnic Minority customers who
entered a particular programme would need to be compared with the performance
of a group of customers from the same Ethnic Minority who entered another
programme, with the added condition that these customers would need to have
the same or very similar characteristics. The same would apply to their White
comparators. Due to the targeted nature of most of the programmes, this kind of
comparison is only available for New Deal for individuals aged 25 plus (ND25+)
compared to Employment Zones (Ezones).

For the reasons discussed above, it is important to stress that the ranking of the
ethnic parity measures should not be taken as the final verdict on the effectiveness
of the programmes for Ethnic Minorities. Indeed, the analysis in this report is not
evaluating programme effectiveness at all but instead, differential effectiveness
for Ethnic Minorities and Whites.

To exemplify these caveats in just comparing the parities of two programmes,
consider the following example. Suppose ethnic parity cannot be rejected for
New Deal for Young People (NDYP) and an ethnic penalty is found for New Deal
for Lone Parents (NDLP) — in other words, that the employment chances of an
Ethnic Minority NDYP participant are the same as those of their matched White
comparator, while the employment chances of an Ethnic Minority NDLP participant
are lower than those of an observably similar White participant. This finding only
enables one to say that NDYP seems to perform better with regard to ethnic parity
than NDLP. However, the ethnic parity scores of NDYP relate specifically to the
NDYP entrants who were used to generate them, so that if NDLP entrants had
instead gone onto NDYP, they wouldn't necessarily have achieved the same scores.
Furthermore, such findings are consistent with a situation in which NDLP is more
effective than NDYP for Ethnic Minorities, in the sense that it helps more Ethnic
Minority people back into employment than does NDYP (i.e. Ethnic Minorities
have better employment outcomes if they go on NDLP). In fact, it could even be
that NDYP — the programme with ethnic parity — has no effect at all, neither for
Whites nor for the Ethnic Minorities, i.e. it is equally ineffective for both groups
of participants.

Similar caveats apply when comparing the ethnic parity measures across localities
(districts or offices): the composition of Ethnic Minority customers might differ
across districts, and close parity in a district may not imply that that district is most
effective (again, the extreme example is a district that, while totally ineffective for
White and Ethnic Minority customers alike, is found to have ethnic parity).
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4.7 Implications of and for “discrimination’

4.7.1 Implication of discrimination for ethnic parity estimates

The counterfactual question that the report tries to address concerns how the
labour market outcomes of an Ethnic Minority customer would differ if they
were White. It is important to stress that this counterfactual implies holding
constant the ethnicity of everyone else, i.e. how would the outcomes of an
Ethnic Minority customer differ if they were of White origin but every other Ethnic
Minority individual retained their ethnic origin (this is called ‘partial equilibrium’
analysis). Specifically, these estimates are not answering the question of what
would happen to the outcomes of an Ethnic Minority customer if every Jobcentre
Plus Ethnic Minority client were ‘switched’ to White.

To see how this subtle issue relates to the interpretation of the ethnic parity
estimates in the presence of discrimination against Ethnic Minorities in the labour
market, let us assume that there is discrimination in the labour market and that an
ethnic penalty is found. This ethnic penalty estimate would pick up two factors:

e thefact that an Ethnic Minority client experiences worse employment outcomes
than their observable characteristics (bar ethnicity) would predict;

e the fact that in the presence of inelastic labour supply, the White comparator is
likely to experience more favourable employment outcomes compared with a
situation in which there were no discrimination. Specifically, the Ethnic Minority
client whose ethnicity is ‘switched’ to White would then take advantage of the
discrimination in favour of Whites (and against their previous Ethnic Minority

group).

The crucial issue is that discrimination not only affects the labour market
outcomes if an individual is of an Ethnic Minority background but it can also
affect the outcomes if the (same) individual is of White background (since in the
presence of discrimination a White customer will experience better labour market
outcomes than if the same White customer were facing a labour market with
no discrimination). Both effects are captured by the ethnic penalty estimate. This
needs to be borne in mind when looking at the results.

4.7.2 Implication of ethnic parity for discrimination

If the available variables are sufficiently rich to enable this analysis to control for
all those labour market relevant differences between Ethnic Minority and White
customers who start on a programme or benefit, anything that differentially
happens to their employment rate afterwards can be interpreted as being purely
driven by the different ethnicity.

It is, however, important to appreciate from the start that the analyses in this
report were not designed to look into the process causing Ethnic Minorities to
perform differently from observationally similar Whites; in particular, they do not
allow one to disentangle the various potential channels that might lead Ethnic
Minorities to experience different outcomes from observationally similar Whites.
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It was initially thought that information on job referrals could be explored in two
additional types of analyses to provide some indication of the extent to which the
labour market itself (as opposed to Jobcentre Plus in particular) could account
for any residual ethnic differences. In a first step, job referral intensity was to
be considered as an outcome, where a finding that Ethnic Minority customers
were experiencing lower job referral rates than their observationally similar White
counterparts could hint at the programme/service working differentially. In a
second step, ethnic parity estimates conditioning on referral intensity were meant
to block out this channel, thus isolating ‘residual’ employer discrimination. In
particular, observing differences in employment outcomes for Ethnic Minority and
observationally similar White customersonce holdingjob referralintensities constant
across ethnic groups might indicate the presence of employer discrimination in
recruitment. Whilst these analyses were only ever meant to provide very simple
information on these issues, the assumptions required turned out to be unduly
strong due to the lack of any clear timeline associated with the data on referrals.
Furthermore, the interpretation of the findings of ‘referrals ethnic penalties’ would
not be particularly informative or clear-cut; evidence of a large number of referrals
for an individual could reflect a ‘motivated’ client who pushes for referrals or a
caseworker who feels the candidate is highly employable and refers them for
jobs. The fact that caseworkers tend to avoid referring Ethnic Minority clients to
firms they already know do not hire minorities and the presence of district targets
on referrals, would further confound any meaningful interpretation. It was thus
decided not to proceed with this analysis as part of this project.

In particular, if an ethnic penalty is found, two (and possibly three) broad influences
could be at work:

e Labour market discrimination by employers based on employers’ views on
Ethnic Minorities.

e Differential treatment effects of Jobcentre Plus programmes and services,
where the treatment effectis defined as the employment outcomeif anindividual
is ‘treated’ by Jobcentre Plus compared with the employment outcome if the
individual is not ‘treated’ by Jobcentre Plus. Differential treatment effects —
whereby the treatment effect of the programme/service for Ethnic Minority
customers differs from the treatment effect of the programme/service for
observationally similar White customers — could in turn arise from:
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‘discrimination’ by Jobcentre Plus, i.e. the way Jobcentre Plus treats Ethnic
Minorities. It is important to stress that this does not necessarily mean that
Jobcentre Plus advisers/staff neglect Ethnic Minority customers compared
with observationally similar Whites; in fact, staff might be trying their best
for Ethnic Minorities but there is no way of knowing what effect these efforts
actually have, i.e. they could be unwittingly counterproductive or misplaced.
The evaluation literature is full of examples of programmes that actually hurt
the participants they were meant to help. Also, several studies have shown
that caseworkers do not seem, in general, to (be able to) allocate their
clients so as to maximise their subsequent outcomes. For Sweden, Frolich
(2001) has found that compared with the observed assignment to four
types of rehabilitation programmes, an optimal allocation of participants
would have yielded large gains in the form of an over 20 per cent higher
re-employment rate. Analogous conclusions are reached by Lechner and
Smith (2003) for Switzerland (see also the similar evidence they review for
other countries);

the programme options that Ethnic Minority customers decide to go on to
(decided on their own and/or influenced by their adviser — see point above).
Maybe they choose less effective ones than the ones that observationally
similar Whites choose.

Self-discriminatory behaviour by Ethnic Minorities, such as not applying for a
job or not choosing an effective programme or option because they anticipate,
rightly or wrongly, that they will be discriminated against.

It is important to keep these caveats in mind when interpreting the estimates
contained in Chapters 5 to 11. These chapters bring out the highlights of the
exhaustive analysis carried out in Chapters 5 to 12 of the main report.”®

4.8

Subgroups for which reliable results exist

For each benefit or programme, the total possible number of groups for which
analysis could have been run is 3,744 (16 ethnic groups x 3 gender groups (male,
female and both) x 78 regions). In reality, far fewer results than this were calculated
(because subgroups were too small) and even fewer of these results were reliable.
This is shown in Table 4.1.

70

Electronic copies of the full report are available on the IFS website: www.ifs.
org.uk
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Table 4.1  Subgroups for which reliable results could be calculated

Reliable results Reliable results

Subgroups Reliable results for sustained for benefit
containing 400+ for employment employment (% receipt (%
Ethnic Minorities (% of remaining of remaining of remaining

(% of 3,744) subgroups) subgroups) subgroups)
No. % No. % No. % No. %

Jobcentre 1,146 30.6 458 40.0 467 40.8 322 28.1
Plus overall

1B 88 2.4 79 89.8 77 87.5 71 80.7
IS 124 3.3 107 86.3 104 83.9 102 82.3
JSA 1,031 27.5 406 394 435 42.2 341 33.1
NDLP 120 3.2 83 69.2 85 70.8 93 77.5
ND25+ 140 3.7 61 43.6 59 42.1 63 45.0
NDYP 279 7.5 68 24.4 67 24.0 56 20.1
Total 2,928 11.28 1,262 43.1 1,294 44.2 1,048 35.8

2 Percentage of 3,744 x 7.

Table 4.1 shows that only 2.4 per cent of subgroups for IB contained at least 400
Ethnic Minorities. For Jobcentre Plus overall, 30.6 per cent of subgroups were
large enough.

For subgroups that were large enough, the proportion with reliable results
(where reweighting White individuals to look like the Ethnic Minority groups was
successful) varied widely, from a low of 20.1 per cent for NDYP benefit results to
a high of 89.8 per cent for IB employment results.”"

In short, the main reason why reliable results do not exist for many subgroups is
that there were too few Ethnic Minorities in that subgroup. For some programmes
and benefits, particularly Jobcentre Plus overall, JSA, ND25+ and NDYP, failure to
re-weight White individuals satisfactorily was also important.

/T These figures are given as percentages of all subgroups that were large
enough, including those where results were not calculated because a suitable
match could not be found for 95 per cent or more of the Ethnic Minority
sample.
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5 Ethnic parity in Jobcentre
Plus overall

5.1 Introduction

This chapter summarises the main findings of Chapter 5 of the main report. It
looks at measures of ethnic parity for Jobcentre Plus customers who entered one
of the following programmes (or started claiming one of the following benefits’?)
in 2003:73

e Jobseeker’s Allowance (JSA);

Income Support (IS);

Incapacity Benefit (IB);

New Deal for individuals aged 25 plus (ND25+);
New Deal for Young People (NDYP);

New Deal for Lone Parents (NDLP);

New Deal for Disabled People (NDDP);

New Deal for Musicians (NDfM);

Basic Skills;

Work-Based Learning for Adults (WBLA);

2 Note that for individuals who are included in the Jobcentre Plus sample as
a result of an Income Support (IS) or an Incapacity Benefit (IB) spell, it is
actually the date of the Work Focused Interview (WFI) (rather than the claim
start date) that must be in 2003 (and within six months of the start of the IS
or IB claim). Further explanation can be found in Chapters 6 (IB) and 7 (IS) of
the main report.

3 Refer to Section 3.1 for more information about each of these programmes/
benefits.
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e Employment Zones (Ezones);

e Ethnic Minority Outreach.

Given that individuals may start more than one programme or benefit within the
space of a year, a decision was made to restrict the sample to include only the
first such qualifying spell (see Chapter 3 for more details). This may mean that
NDYP spells (amongst others) are under-represented in the Jobcentre Plus sample
(compared with JSA spells, for example).”*

5.2 Description of the Jobcentre Plus sample

Table 5.1 provides a breakdown of the Jobcentre Plus sample by programme/benefit
and ethnicity. As can be seen, around three-quarters of the sample comprises
individuals who started a JSA claim in 2003: this is slightly higher for Whites than
for Ethnic Minorities (77.6 per cent compared with 72.3 per cent). This indicates
that the results from analysing the JSA programme separately (in Chapter 8) are
likely to be very similar to those for the Jobcentre Plus sample.

Table 5.2 provides a breakdown of the Jobcentre Plus sample by gender and
ethnicity. Just over two million individuals accessed Jobcentre Plus services (of
the type described above) at some point during 2003, of whom 64 per cent are
male. Approximately 80 per cent of individuals in the sample are White and just
over ten per cent are from an Ethnic Minority background. Further disaggregation
shows that 3.6 per cent of customers are Black (of whom 47 per cent are Black
Caribbean and 41 per cent are Black African), 4.1 per cent are Asian (of whom 39
per cent are Pakistani and 37 per cent are Indian) and 2.5 per cent are of some
other ethnic origin.

74 This is because it is mandatory for JSA recipients to start NDYP six months
after first claiming benefit, so that if individuals start both JSA and NDYP
in 2003, only their JSA spell will be included in the Jobcentre Plus sample.
For information, 97 per cent of White individuals in the JSA sample are
also included in the Jobcentre Plus sample, compared with only 53 per cent
of White individuals in the NDYP sample. The figures are similar for Ethnic
Minorities in these programmes.
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Table 5.1 Breakdown of Jobcentre Plus sample by programme/

benefit

Whites Ethnic minorities
Programme/benefit Number % Number %
JSA 1,282,273 77.6 152,038 72.3
IS 41,655 2.5 4,829 2.3
1B 43,309 2.6 3,405 1.6
ND25+ 62,704 3.8 10,828 5.2
NDYP 66,162 4.0 15,696 7.5
NDLP 106,877 6.5 10,081 4.8
NDDP 2,168 0.13 143 0.07
NDfM 268 0.02 58 0.03
Basic Skills 21,794 1.3 8,156 3.9
WBLA 21,217 1.3 4,111 2.0
Ezones 2,932 0.18 984 0.47
Ethnic Minority Outreach? 176 0.01 29 0.01
All 1,651,535 100 210,358 100

2 The fact that White individuals are recorded as participating in the Ethnic Minority Outreach
programme may be explained by the fact that providers are told that ‘jobless people outside of
the target communities/localities must not be turned away from any form of provision’ (www.
jobcentreplus.gov.uk/JCP/stellent/groups/jcp/documents/websitecontent/dev_011508.pdf).

Table 5.2 Breakdown of Jobcentre Plus sample by ethnicity

All Males Females
Ethnic subgroup % Number % Number % Number
White 80.0 1,651,540 80.0 1,055,060 80.1 596,460
Ethnic Minority 10.2 210,360 10.5 138,120 9.7 72,240
Black 3.6 74,260 3.6 47,740 3.6 26,520
Caribbean 1.7 34,740 1.7 22,660 1.6 12,080
African 1.5 30,080 1.4 19,100 1.5 10,980
Other 0.5 9,440 0.5 5,980 0.5 3,460
Asian 4.1 85,320 4.2 56,020 3.9 29,300
Indian 1.5 31,400 1.4 18,600 1.7 12,800
Pakistani 1.6 33,440 1.7 22,740 1.4 10,720
Bangladeshi 0.6 12,320 0.7 8,980 0.4 3,340
Other 0.4 8,140 0.4 5,720 0.3 2,440
Other 2.5 50,780 2.6 34,360 2.2 16,420
Mixed 0.7 14,560 0.7 8,840 0.8 5,720
Chinese 0.2 3,820 0.2 2,260 0.2 1,560
Other ethnic group 1.6 32,400 1.8 23,260 1.2 9,160
Unknown 9.8 202,120 9.6 126,200 10.2 75,920

All 100 2,064,020 100 1,319,400 100 744,620
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Figure 5.1 illustrates the employment and benefit outcomes for all Ethnic Minorities
and Whites in the Jobcentre Plus sample over an 18-month period, starting six
months before entry. Differences in outcomes between the two groups represent
raw estimates of ethnic parity. A person is classified as being employed or on
benefit in a particular month if they were employed or on benefit for at least 15 of
the previous 30 days.”® An individual is classified as being in sustained employment
if they have been continuously employed for the past three months (90 days).

Figure 5.1 Labour market status over time for unmatched

Jobcentre Plus sample
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Client group: Jobcentre Plus; Gender: Any; District: All

Notes:

Employment Sustained employment
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- \\
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On benefit

— — — Ethnic minorities
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5 -4-3-2-1012 3 456 7 8 9101112

The x-axis shows the six months before entry into the programme
(x==5 to 0) and the 12 months after (x=1to 12).

The y-axis shows the proportion of the sample employed, sustainably
employed or on benefit.
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Note that benefit receipt is not a condition of inclusion in the Jobcentre
Plus sample; hence, the rate of benefit receipt does not jump to 100 per
cent at the time of inflow, as it does for the IB and IS samples (see Chapters
6 and 7 respectively). Similarly, individuals can be employed at the same
time as claiming a benefit (for example, IS) or participating in a programme
(for example, NDLP); thus it is not unreasonable that the employment rate
at the time of entry is non-zero. Of course, it is also possible that some
individuals are fraudulently claiming out-of-work benefits at the same time
as working.
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From Figure 5.1, it is clear that there are significant’® differences in the raw
employment, sustained employment’” and benefit outcomes of the two groups,
both before and after inflow (into the Jobcentre Plus sample).

Figure 5.1 shows that Ethnic Minorities are always less likely than White Jobcentre
Plus customers to be in work and are always more likely to be claiming benefits.
Once individuals start accessing Jobcentre Plus services (indicated by the vertical
lines in Figure 5.1), the proportion of Whites in work (on benefits) increases
(decreases) faster than that of Ethnic Minorities (particularly in the first three
months following inflow), such that the rates approach (but do not reach) their
pre-inflow levels’® 12 months after entering the sample. The raw results, therefore,
suggest that there is an ethnic penalty in employment and benefit outcomes.

It is clear, however, that Whites and Ethnic Minorities who access Jobcentre Plus
services differ in terms of a number of observed pre-programme characteristics
and that these differences are likely to affect estimates of ethnic parity.”® Table
5.3 makes comparisons between major ethnic groups across a range of key
background characteristics and outcome variables.

Ethnic minorities are less likely (than Whites) to be female, are generally younger
and are less likely to be on IB (used as a proxy for disability) at inflow; they are
more likely to have demonstrated a basic skills need and to have participated in
a voluntary programme in the three years prior to inflow and they tend to live in
higher unemployment areas. In terms of labour market history, Ethnic Minorities
have, on average, spent a smaller proportion of the three years prior to entry
in employment (and a larger proportion on benefits) than Whites. In terms of
labour market outcomes, they have, again, spent a smaller proportion of time in
employment (and a larger proportion on benefits) than Whites in the 12 months
after first accessing Jobcentre Plus services in 2003.

6 Note that the significance of raw differences in outcomes is only assessed in
the 12 months after entering the sample (not in the six months before). See
Table A5.1.4 in Appendix A5A.1 of the main report for details.

7 Afinding of ethnic parity, penalty or premium tends to be consistent across
employment and sustained employment outcomes for a particular subgroup.
In this summary report, therefore, only employment outcomes will be
discussed. Interested readers can refer to Chapter 5 of the main report for
full details of the sustained employment outcomes.

8 Those observed six months before inflow.
79 See Table A5.1.1 in Appendix A5A.1 of the main report for more details.
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There is also significant variation within the Ethnic Minority sample (compared
with Whites). For example, Asian Jobcentre Plus customers are less likely to have
participated in a voluntary programme in the three years prior to entry and have,
on average, spent a smaller proportion of this period on benefits (than Whites).
This highlights the importance of considering ethnic parity measures at both the
broad and more disaggregated levels.

This chapter will now proceed as follows: Section 5.3 considers ethnic parity
measures for the Ethnic Minority sample as a whole and then for the more
disaggregated ethnic groupings; in all cases, samples are broken down by gender
and geography (where possible). Section 5.4 concludes and provides some brief
policy implications.

5.3 Estimates of ethnic parity

5.3.1 All Ethnic Minorities

The raw ethnic parity estimates (discussed in Section 5.2) suggest that there is
an ethnic penalty in employment and benefit outcomes for all Ethnic Minority
Jobcentre Plus customers living in Great Britain. These estimates (for months 3,
6, 9 and 12 after entry) are replicated in Column 1 of Table 5.4. Columns 2 to 6
of the table additionally provide estimates using ordinary least squares (OLS), fully
interacted linear matching (FILM), kernel matching and difference-in-differences
((DID); two methods, described in Section 2.5.5) respectively.®

The regression-based methods (OLS and FILM) and the two DiD estimators all
produce remarkably similar results for this sample: they reduce (but do not
eliminate) the raw employment and benefit penalties (the same is also true of the
kernel matching estimates for benefit receipt — at least for the first six months
after inflow). The matching estimates of employment outcomes, on the other
hand, indicate a significant ethnic premium throughout the year following entry.

As discussed in Section 2.6, this report relies on the diagnostic tests produced by
the matching estimator to assess the reliability of all of these results.®" As can be
seen from Table 5.4, 94 covariates remain significantly unbalanced after the White
sample has been reweighted, including employment, sustained employment and
benefit history variables (indicated by UH(E,S,B) in Table 5.4) and many district-

8 These estimates can be found in Table A5.1.2 in Appendix A5A of the main
report. The DiD estimates come from Table A12A.1 in Appendix A12A of the
main report.

8  Although there are no equivalent diagnostic tests for OLS, FILM or DiD, any
failure of matching indicates that observable characteristics are liable to be
fundamentally unbalanced whichever method is used (see Sections 2.5.3 and
2.5.5 for more details), thus undermining the reliability of all estimators.
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level dummies.®? This means that the Ethnic Minority and White samples that
have been used to produce these estimates differ significantly in terms of 94
background characteristics (including labour market history), greatly undermining
the notion of comparability between the two groups and thus, casting doubt not
only on the reliability of the kernel matching estimator but also on the regression
and DiD results.

The remainder of this chapter will focus on subgroups for which the diagnostic
tests indicate that matching results are reliable.

Table 5.5 provides a summary of the reliable estimates of ethnic parity in
employment outcomes for Ethnic Minority subgroups (split by gender and region).
Of a possible 148 subgroups (with Ethnic Minority sample size greater than 400),
46 provide reliable estimates, the majority of which are for individual Jobcentre
Plus districts.® Of these reliable estimates, the majority indicate that ethnic parity
in employment outcomes cannot be rejected: this is in contrast to the (albeit
unreliable) overall results, which suggest either a significant penalty or a significant
premium (depending on the method).’

8  See Appendix A5A.1 to the main report for more details.
8 See Table 5.4 of the main report for a summary of the findings for all 148
groups.

8 From now on in this chapter, we will refer to the overall matching estimates
as the overall estimate, given that this is the only method for which we
possess diagnostic tests.
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Table 5.5 Jobcentre Plus: reliable estimates of ethnic parity in
employment outcomes for Ethnic Minorities (compared
with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Females in Manchester Any in Glasgow Males in Lancashire West
Males in Edinburgh, Lothian Any and males in Males in Greater Manchester

and Borders Northumbria Central
Males in Glasgow Females in Greater Any in Coventry and
Any in Lancashire West Manchester Central Warwickshire
Any and males in Liverpool Any in Staffordshire Any and males in
and Wirral Nottinghamshire
Any in Greater Manchester Males in Suffolk
Central Any and males in Hampshire
Any and males in Cardiff and and the Isle of Wight
Vale Males in Kent
Males in Coventry and Any and males in City and
Warwickshire East London

Males in Staffordshire
Any and males in The
Marches
Any, males and females in
Northamptonshire
Females in Nottinghamshire
Any in Essex
Any, males and females in
Surrey and Sussex
Females in City and East
London
Any and females in South
London
Females in West London
Any, males and females in
West of England
Any and males in
Gloucestershire and Wiltshire

Note: This table summarises the reliable employment estimates found in Chapter 5, Table 5.4 of
the main report.

Of course, this predominant finding of being unable to reject ethnic parity may
reflect insignificant penalties or premiums (as a result of relatively small sample
sizes) rather than ‘true’ ethnic parity. This does not always seem to be the case
for these subgroups, however, as Figure 5.2 demonstrates for Jobcentre Plus
customers living in Greater Manchester Central.8> While the raw results show large
and significant ethnic penalties in all months before and after inflow, once the
White sample has been reweighted (giving more weight to individuals who were
less likely to have been in work before joining a programme or claiming a benefit
in 2003, amongst other things), these differences disappear, leaving insufficient
evidence to reject ethnic parity in employment outcomes.

8 See Appendix A5A.46 to the main report for more details.
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Figure 5.2 Estimates of ethnic parity in employment outcomes for
Jobcentre Plus customers living in Greater Manchester

Central
Raw differences Ethnic parity
0.08 0.08
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—_—
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Absolute parities. Ethnic minority group: Ethnic minorities; Client group: Jobcentre Plus; Gender: Any; District: Greater Manchester Central

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in employment between
Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent
level. O

Medium circles indicate differences that are significant at the 5 per cent
level. o

Small circles indicate differences that are significant at the 10 per cent
level. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 ***indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

Interestingly, a greater number of subgroups provide evidence in support of the
overall matching estimates (of a significant ethnic premium) than do for the raw/
regression/DiD results (of a significant ethnic penalty). But it is worth pointing
out that where there is evidence of a premium, it tends to be significant in only
a limited number of months (see, for example, the results for Jobcentre Plus
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customers living in Hampshire and the Isle of Wight in Chapter 5 of the main
report). In cases where there is evidence of a penalty, it appears to be somewhat
more robust over time (see, for example, the findings for Jobcentre Plus customers
living in Northumbria in Chapter 5 of the main report).

Table 5.6 provides a summary of the reliable estimates of ethnic parity in terms of
benefit receipt and shows that the predominant finding amongst these subgroups
is of an ethnic penalty. This is perhaps not surprising, given that all of the methods
outlined in Table 5.4 suggested that there was an ethnic penalty amongst all
Jobcentre Plus customers (at least in the first six months following inflow?®) —
although, of course, these results are unreliable.

Table 5.6 Jobcentre Plus: reliable estimates of ethnic parity in
benefit receipt for Ethnic Minorities (compared with
Whites)

Ethnic parity Ethnic penalty Ethnic premium

Males in Glasgow
Any and males in Lancashire

Males in Edinburgh, Lothian ~ Any and males in Hampshire
and Borders and Isle of Wight

West Any in Glasgow
Males in Cardiff and Vale Any and males in
Any and males in The Northumbria
Marches Any and males in Liverpool
Females in Nottinghamshire and Wirral

Any in Cambridgeshire
Any in Suffolk
Males in Kent
Males and females in Surrey
and Sussex
Males in West of England

Females in Greater
Manchester Central
Any in Cardiff and Vale
Males in Staffordshire
Females in Northamptonshire
Any in Nottinghamshire
Any in Essex
Males in Suffolk
Any in Kent
Any in Surrey and Sussex
Any, males and females in
City and East London
Females in North London
Females in South London
Females in West London

Note: This table summarises the reliable benefit receipt estimates found in Chapter 5, Table 5.4

of the main report.

Figure 5.3 provides graphical illustration of the penalty for Jobcentre Plus customers
living in the City and East London.®” The raw results imply an ethnic penalty that

8  The kernel matching estimates for Ethnic Minorities overall indicate that the
penalty that is evident in months 3 and 6 following inflow has disappeared
by month 9 and may even be turning into a small premium by month 12
(albeit only significant at the ten per cent level).

8  See Appendix A5A.116 in the main report for more details.
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is larger before inflow than it is afterwards. Once the White sample is reweighted,
however, pre-inflow differences disappear, but evidence of an ethnic penalty in the
post-inflow months (similar in magnitude and significance to the raw outcome, at
least in the early months) remains, indicating that Ethnic Minorities are between
3.6 and 6.2 percentage points (4.6 and 9.9 per cent) more likely to be claiming
benefits than otherwise-identical White Jobcentre Plus customers in the year
following inflow.888

8 |t should be noted that the percentage point and per cent differences
guoted in this section (and throughout the remainder of the chapter) do
not necessarily correspond to the same months; they are simply designed to
provide an indication of the spectrum of significant results.

8  See Table A5.116.4 in Appendix A5A.116 of the main report for more
details.
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Figure 5.3 Estimates of ethnic parity in benefit receipt for
Jobcentre Plus customers living in the City and East
London District

017 - Raw differences 017 - Ethnic parity
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Absolute parities. Ethnic minority group: Ethnic Minorities; Client group: Jobcentre Plus; Gender: Any; District: City East London

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in receipt of benefit
between Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent level.
Insert drawing of large circle. O

Medium circles indicate differences that are significant at the 5 per cent
level. Insert drawing of medium circle. o

Small circles indicate differences that are significant at the 10 per cent
level. Insert drawing of small circle. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 *** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

5.3.2 Black Ethnic Minorities

A summary of the reliable estimates of ethnic parity in terms of employment
outcomes for subgroups of Black ethnic origin is shown in Table 5.7. A higher
proportion of results are reliable for Blacks (83 of 215) than they were for Ethnic
Minorities, although those that are reliable are distributed more evenly between
not rejecting parity (36) and significant premium (30) than they were for Ethnic
Minorities.
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Table 5.7

Jobcentre Plus: reliable estimates of ethnic parity

in employment outcomes for individuals of Black ethnic
origin (compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Black:

Any, males and females in
Birmingham
Males in Leeds
Females in London
Any in Liverpool and Wirral
Females in Greater
Manchester
Central Males in Leeds Central
Any and males in Sheffield
Any and males in Birmingham
and Solihull
Any and males in
Northamptonshire
Females in Berkshire, Bucks
and Oxfordshire
Any and females in South
London

Black Caribbean:

Females in 272 wards
Any, males and females in
Birmingham
Females in London
Any in Greater Manchester
Central
Any and males in Birmingham
and Solihull
Any and males in Bedfordshire
and Hertfordshire
Any and males in City and
East London
Males in Central London
Males and females in North
London
Males in Brent, Harrow and
Hillingdon
Any and males in South East
London
Females in West London

Black:

Females in Manchester
Any, males and females in
Black Country
Any and males in
Nottinghamshire
Males in West of England

Black Caribbean:

Males in Greater Manchester
Central
Any, males and females in
Black Country
Any and males in
Nottinghamshire
Any and males in Berkshire,
Bucks and Oxfordshire
Females in South London
Any in West of England

Black:

Any in Leeds
Any and males in Leicester
Any and males in Manchester
Any and males in Greater
Manchester Central
Any in Leeds Central
Females in Birmingham and
Solihull
Any and males in Coventry
and Warwickshire
Any and males in
Leicestershire
Any, males and females
in Bedfordshire and
Hertfordshire
Any and males in Berkshire,
Bucks and Oxfordshire
Any in West of England

Black Caribbean:

Females in Great Britain
excluding six cities
Black African:

Any in Birmingham
Any in Leicester
Any and males in Manchester
Females in Great Britain
excluding six cities
Any in Greater Manchester
Central
Any and males in Birmingham
and Solihull
Any in Leicestershire
Any in Berkshire, Bucks and
Oxfordshire

Note: This table summarises the reliable employment estimates found in Chapter 5, Table 5.5 of

the main report.

The distribution of penalties and premiums is not so even amongst Black Jobcentre
Plus customers: for Black Caribbeans (particularly males), it is more likely (than for
Other Black ethnic groups) that parity cannot be rejected or to find significant
penalties (compared with Whites), while the only reliable results for Black Africans
provide evidence of significant premiums.®

% See Appendix A5A to the main report for more details.
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Figure 5.4 provides an example of one Black subgroup (all Black Jobcentre Plus
customers living in Leicester) that mirrors the (albeit unreliable) overall finding of
a significant ethnic premium.®’ Once the White sample is reweighted (giving more
weight to individuals who were less likely to have been in work in the six months
prior to inflow,?> amongst other things), Black customers are between 4.3 and
5.7 percentage points (equivalent to between 13.7 and 30.9 per cent) more likely
to be in work than otherwise-identical White customers in the first eight months
following inflow.*?

Figure 5.4 Estimates of ethnic parity in employment outcomes for
Black Jobcentre Plus customers living in Leicester

Raw differences Ethnic parity
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Absolute parities. Ethnic minority group: Black; Client group: Jobcentre Plus; Gender: Any; District: City Leicester

Notes: See notes to Figure 5.2.

Table 5.8 summarises the reliable estimates of ethnic parity in terms of benefit
receipt for Jobcentre Plus customers of Black ethnic origin, almost all of which are
found in areas outside London. This table very clearly highlights the fact that the
predominant finding amongst Black customers is of an ethnic penalty in benefit
receipt in at least one of the 12 months following inflow, which ties in with the
(albeit unreliable) estimates for all Ethnic Minority Jobcentre Plus customers in
Great Britain.

o See Appendix A5A.160 to the main report for more details.

% This is in accordance with the significant raw penalty in employment
outcomes in the six months prior to inflow (shown in Figure 5.4).

3 Thereafter, the difference is only significant at the ten per cent level. See
Table A5.160.4 in Appendix A5A.160 of the main report for more details.
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Table 5.8 Jobcentre Plus: reliable estimates of ethnic parity in
benefit receipt for individuals of Black ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Black Caribbean: Black: Black:
Males in Birmingham Any and males in Leeds Females in Bedfordshire and
Any and males in Leicester Hertfordshire

Females in London
Females in Manchester
Any in Liverpool and Wirral
Any, males and females in
Greater Manchester Central
Any and males in Leeds
Central
Any and males in Sheffield
Any and males in Coventry
and Warwickshire
Any, males and females in
Black Country
Males in Leicestershire
Any and males in
Northamptonshire
Any and males in
Nottinghamshire
Any and males in Bedfordshire
and Hertfordshire
Any, males and females
in Berkshire, Bucks and
Oxfordshire
Any and males in West of
England

Black Caribbean:

Any in Greater Manchester
Central
Any, males and females in
Black Country
Any and males in
Nottinghamshire
Any and males in Bedfordshire
and Hertfordshire
Any and males in Berkshire,
Bucks and Oxfordshire
Any in City andand East
London
Females in North London
Females in West London

Black African:

Any in Birmingham
Any in Leicester
Any and males in Greater
Manchester Central

Note: This table summarises the reliable benefit receipt estimates found in Chapter 5, Table 5.5

of the main report.
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5.3.3 Asian Ethnic Minorities

Table 5.9 provides a summary of the reliable estimates (only 36 of 266 groups
with large enough sample size®#) of ethnic parity in employment outcomes for
Jobcentre Plus customers of Asian ethnic origin. The pattern is similar to that
found for all Ethnic Minority customers: the majority of reliable estimates indicate

that a finding of ethnic parity cannot be rejected.

Table 5.9

Jobcentre Plus: reliable estimates of ethnic parity

in employment outcomes for individuals of Asian ethnic
origin (compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Asian:

Males in Nottinghamshire
Any in Hampshire and Isle of
Wight
Males in Kent
Any in Surrey and Sussex
Females in Lambeth,
Southwark and Wandsworth
Males in North London
Females in South London
Males in South East London

Indian:

Any and males in Bedfordshire
and Hertfordshire
Any and males in Berkshire,
Bucks and Oxfordshire
Any in Lambeth, Southwark
and Wandsworth

Pakistani and Bangladeshi:
Any, males and females in
London
Other Asian:

Any in North London
Any in South London

Asian:

Any and females in London
Any in Nottinghamshire

Indian:

Females in Great Britain
excluding six cities

Pakistani and Bangladeshi:

Any in North London
Any in South London

Other Asian:

Females in Great Britain
excluding six cities

Asian:

Any and males in London
Any and males in Lambeth,
Southwark and Wandsworth

Any in North London

Indian:

Any and males in North
London

Other Asian:

Any and males in Great
Britain excluding six cities
Any and males in West
London

Note: This table summarises the reliable employment estimates found in Chapter 5, Table 5.6 of

the main report.

In contrast to the findings for Black Jobcentre Plus customers, the region in which
significant employment premiums are found (mirroring the unreliable overall
results) tends to be in London. Furthermore — again in contrast to the results for
Black subgroups — there is not such a clear pattern in the results for particular Asian

% Inmany cases where results are recorded as unreliable, an appropriate control
group could be found but only by dropping more than 30 per cent of the
White sample.
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subgroups: for Indian customers and customers from Other Asian ethnic origins,
there is evidence of at least one significant penalty, one significant premium and
one instance where the hypothesis of ethnic parity cannot be rejected.

Moving on to discuss estimates of benefit receipt for Asian Jobcentre Plus customers,
a summary of the reliable results is shown in Table 5.10. Again, the results follow
broadly the same pattern as for Ethnic Minorities overall: there are approximately
twice as many instances of significant penalties as there are instances where ethnic
parity cannot be rejected.

Table 5.10 Jobcentre Plus: reliable estimates of ethnic parity in
benefit receipt for individuals of Asian ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Asian: Asian: Asian:
Females in Lambeth, Males in Nottinghamshire Any in Hampshire and Isle of
Southwark and Wandsworth Males in Kent Wight
Indian: Any in Surrey and Sussex Any and females in North
Any in Berkshire, Bucks and Males in South East London Lon'don
Oxfordshire Indian: Indian:
Any in Lambeth, Southwark  Males in Berkshire, Bucks and Any in North London
and Wandsworth Oxfordshire Other Asian:
Pakistani and Bangladeshi: Any and males in North Any in South London
: London
Males in London _ ] _
Other Asian: Pakistani and Bangladeshi:

Any in London
Any in North London
Any in South London

Any in North London

Note: This table summarises the reliable benefit receipt estimates found in Chapter 5, Table 5.6
of the main report.

Whilst benefit premiums remain rare amongst Asian subgroups, they are slightly
less rare than for Ethnic Minority or Black Jobcentre Plus customers. Figure 5.5
illustrates graphically the estimates for Other Asian Jobcentre Plus customers
living in South London.®® Once the White sample has been reweighted (i.e. once
matching has occurred), a significant premium is evident towards the end of the
year following inflow, peaking at 9.3 percentage points (24.6 per cent) in month
12. This means that in South London, Jobcentre Plus customers of some non-
Indian, non-Pakistani, non-Bangladeshi Asian origin are significantly less likely to
be receiving benefits a year after inflow than otherwise-identical Whites. This is

% This is also true for individuals of Mixed, Chinese or other ethnic origin (see
Table 5.11 for details).

% See Appendix A5A.627 to the main report for more details.
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in contrast to the (albeit unreliable) results for Ethnic Minorities overall, which
predominantly indicated significant penalties.®’

Figure 5.5 Estimate of ethnic parity in benefit receipt for other
Asian Jobcentre Plus customers living in South London

Raw differences Ethnic parity

0.12 0.12
o A%\M N
0.00 0.00

-0.12 A -0.12 A

0.008 0.023 -0.008 -0.052*** -0.035 -0.018 -0.045**-0.093***
| | I | | | | |

-0.18 -0.18 A
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5-4-3-2-101234567 89101112 5-4-3-2-10123456789101112

Absolute parities. Ethnic minority group: Other Asian; Client group: Jobcentre Plus; Gender: Any; District: SouthLondon

Notes: See notes to Figure 5.3.

5.3.4 Mixed, Chinese and other Ethnic Minorities

Table 5.11 provides a summary of the reliable estimates of ethnic parity in
employment outcomes amongst Jobcentre Plus customers of Mixed, Chinese or
other ethnic origin, whilst Table 5.12 provides a summary in terms of benefit
receipt. In both cases, the overall pattern of results is similar to that found for all
Ethnic Minority and Asian subgroups: for employment outcomes, the predominant
finding indicates that ethnic parity cannot be rejected, whilst for benefit receipt,
the majority of subgroups provide evidence of significant penalties.®

9 The kernel matching estimate seems to be moving towards parity or even a
marginally significant premium towards the end of the year following inflow,
which ties in with the pattern of results observed for Other Asian customers
in South London, discussed above.

% More subgroups of Mixed, Chinese and other ethnic origin provide evidence
of significant ethnic premiums than do subgroups of all Ethnic Minority
Jobcentre Plus customers analysed together.
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Table 5.11 Jobcentre Plus: reliable estimates of ethnic parity in
employment outcomes for individuals of Mixed,
Chinese or other ethnic origin (compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Mixed, Chinese and other:

Females in 272 wards
Any and males in Bradford
Any in Leeds
Any in Manchester
Females in Great Britain
excluding six cities
Any in Liverpool and Wirral
Any and females in Greater
Manchester Central
Any and males in Bradford
Any in Leeds Central
Any and males in Sheffield
Any and males in Coventry
and Warwickshire
Males in Black Country
Any in Nottinghamshire
Any in Hampshire and Isle of
Wight
Males in Berkshire, Bucks and
Oxfordshire
Males in Surrey and Sussex
Any in City and East London
Any, males and females in
Central London
Any, males and females in
Lambeth, Southwark and
Wandsworth
Any, males and females in
North East London
Males in Brent, Harrow and
Hillingdon
Any, males and females in
West London
Any in West of England
Chinese:

Females in 272 wards
Females in London
Males in Great Britain
excluding six cities

Mixed, Chinese and other:

Females in Manchester
Any in Surrey and Sussex
Males in City and East London
Females in South London

Chinese:

Any, males and females in
Great Britain
Any in 272 wards
Any and females in Great
Britain excluding six cities

Other ethnic group:

Any in Surrey and Sussex
Males in City and East London

Mixed, Chinese and other:

Males in Leeds

Males in Manchester
Males in Greater Manchester

Central

Males in Leeds Central

Any and males in
Leicestershire

Males in Nottinghamshire
Males in Bedfordshire and

Hertfordshire

Any in Brent, Harrow and

Hillingdon

Males in South London

Chinese:

Any and males in Great Britain
Males in 272 wards
Any and males in London

Other ethnic group:

Any in Leeds

Males in Manchester
Any in Leeds Central
Any and females in Brent,
Harrow and Hillingdon
Any and males in South

London

Continued
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Table 5.11 Continued

Ethnic parity Ethnic penalty Ethnic premium

Other ethnic group:

Females in 272 wards
Any in Birmingham
Males and females in London
Any in Manchester
Any and males in Greater
Manchester Central
Any in Berkshire, Bucks
andand Oxfordshire
Any in City and East London
Any, males and females in
Central London
Any, males and females in
Lambeth, Southwark and
Wandsworth
Any, males and females in
North East London
Males and females in North
London
Males in Brent, Harrow and
Hillingdon
Any and males in South East
London
Any, males and females in
West London

Note: This table summarises the reliable employment estimates found in Chapter 5, Table 5.7 of
the main report.
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Table 5.12 Jobcentre Plus: reliable estimates of ethnic parity in
benefit receipt for individuals of Mixed, Chinese or
other ethnic origin (compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Mixed, Chinese and other:

Any and males in Leeds
Any and males in Leeds
Central
Males in Coventry and
Warwickshire
Males in Leicestershire
Any in Hampshire and Isle of
Wight
Males in Surrey and Sussex
Females in Central London
Males and females in
Lambeth, Southwark and
Wandsworth
Females in West London
Any in West of England

Chinese:

Males in Great Britain
excluding six cities

Other ethnic group:

Males in Birmingham
Any in Surrey and Sussex
Any and females in City and
East London
Females in Central London
Any and females in Lambeth,
Southwark and Wandsworth
Any in South London

Mixed, Chinese and other:

Females in 272 wards
Any and males in Bradford
Females in Manchester

Any in Liverpool and Wirral
Males and females in Greater

Manchester Central
Any and males in Bradford
Any and males in Sheffield

Any in Leicestershire
Males in Nottinghamshire

Any in Surrey and Sussex
Any and males in City and
East London
Any and males in Central
London

Any in Lambeth, Southwark

and Wandsworth

Females in North East London

Chinese:

Any and males in 272 wards

Females in Great Britain
excluding six cities

Other ethnic group:
Females in 272 wards

Any and males in Manchester

Females in Great Britain
excluding six cities
Any and males in Greater
Manchester Central
Any and males in Central
London

Females in North East London

Females in West London

Mixed, Chinese and other:

Females in Great Britain
excluding six cities

Chinese:

Any, males and females in
272 wards

Other ethnic group:

Any in Leeds
Males in Manchester
Any in Leeds Central
Any in Berkshire, Bucks and
Oxfordshire
Males in City and East London
Males in Lambeth, Southwark
and Wandsworth
Any in South East London

Note: This table summarises the reliable benefit receipt estimates found in Chapter 5, Table 5.7

of the main report.

In terms of employment outcomes, the fact that ethnic parity cannot be rejected
in most cases goes against the (albeit unreliable) findings for all Ethnic Minority
Jobcentre Plus customers living in Great Britain, for whom — depending on the
method — either significant penalties (regression methods or DiD) or significant
premiums (matching) were found (see Table 5.4 for details). In terms of benefit
receipt, on the other hand, the predominant finding for individuals of Mixed,
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Chinese or other ethnic origin fits in well with the (albeit unreliable) estimates for

all

Ethnic Minorities.??

5.4 Summary of findings and policy implications

For Jobcentre Plus customers who joined a relevant programme (or started claiming
a relevant benefit) in 2003:%

In many cases, it was not possible to reweight the White sample in such a way
as to make it comparable with the Ethnic Minority sample of interest. Whilst it
is frustrating that this meant there were fewer reliable results to analyse than
was anticipated at the outset of this project, it reveals that — in general — the
Ethnic Minority and White customers served by particular Jobcentre Plus districts
are very different — often too different for matching to be able to make them
similar.

The (matched) results for all Ethnic Minorities in Great Britain (of a significant
premium in employment outcomes and a significant penalty in benefit receipt)
are unreliable: 94 covariates remain unbalanced after matching, including
employment, sustained employment and benefit history variables.®!

In terms of employment outcomes, when subgroup analysis (by ethnic group,
gender and region) is carried out, the most predominant finding suggests that
one cannot reject the hypothesis of ethnic parity. This is in contrast to the
(albeit unreliable) overall result of a significant ethnic premium in employment
outcomes, which is confirmed by fewer subgroups.

In terms of benefit receipt, on the other hand, the (albeit unreliable) overall
finding of a significant ethnic penalty is replicated amongst the majority of
subgroups for which reliable results are found (particularly amongst Black
Jobcentre Plus customers). Department for Work and Pensions (DWP) should
investigate why Ethnic Minorities are more likely to claim benefits, particularly
when they are at least as likely (as comparable White customers) to have a job.
Possible explanations include the following:

99

It is possible for groups to appear in both the penalty and premium columns
of these tables because we observe individuals in more than one period
following inflow. For example, Chinese males in the 272 disadvantaged
group wards are significantly more likely to be claiming benefits than
comparable White customers in the second month following inflow, while
they are significantly less likely to be claiming benefits in months 8 to 12 (see
Appendix A5B.737 for more details).

100 See Section 5.1 for details of the benefits and programmes that are included

in this definition.

Other estimators will also suffer from the same fundamental lack of
comparability between the samples.
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— Ethnic Minorities might, on average, have jobs that are more poorly paid than
comparable Whites, such that they remain eligible for IS even after they start
working; this would lend itself to a clear policy implication.

— Ethnic Minorities might be more likely to work for employers who return
income tax records to Her Majesty’s Revenue & Customs (HMRC), even
where those jobs are paid below the income tax threshold (this means that of
those individuals who have a job, more Ethnic Minorities than Whites will be
recorded as being employed).

— Ethnic Minorities may be more likely to make fraudulent benefit claims than
comparable Whites.

Unfortunately, it is not possible to identify the extent to which each of these
suggestions applies (and, of course, this is not an exhaustive list of the
possibilities).

Another interesting point to note is that there are almost as many individuals
of unknown ethnic origin as there are Ethnic Minorities in the Jobcentre Plus
sample. It should, therefore, be a priority for DWP to improve the recording of
ethnicity across its services.
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6 Ethnic parity in Incapacity
Benefit

6.1 Introduction

The estimates of ethnic parity in Incapacity Benefit (IB) are based on individuals
who had a Work Focused Interview (WFI) as part of an IB claim in 2003 (where
that interview took place within six months of claim start date) (see Chapter 3). As
WFIs were in the process of being rolled out (via the introduction of Jobcentre Plus
offices'®?) at this time, not all offices will be represented in the sample.’® However,
it is necessary to select the sample on the basis of WFI date, because ethnicity is
more likely to be recorded for individuals who have had an interview.

6.2 Description of the Incapacity Benefit sample

Table 6.1 shows that just over 79,000 individuals had a WFI as part of an IB
claim in 2003, of whom around 60 per cent were male. Around 85 per cent of
individuals are from a White ethnic background and seven per cent are from an
Ethnic Minority. Further disaggregation shows that 2.2 per cent of customers are
of Black ethnic origin (of whom 45 per cent are Black Caribbean and 41 per cent
are Black African), 3.3 per cent are of Asian ethnic origin (of whom 51 per cent
are Pakistani and 34 per cent are Indian) and 1.7 per cent are of some other ethnic
origin.

102 ]t was expected that 275 offices would be rolled out by June 2003 (Child
Poverty Action Group, 2003).

193 |t should be noted that all districts appear in the sample, although the number
of individuals in each district may not be representative of the number of IB
claimants that would appear in these districts, had the roll-out of Jobcentre
Plus offices been completed.



96 Ethnic parity in Incapacity Benefit

Table 6.1 Ethnic breakdown of IB sample

All Males Females
Ethnic subgroup % Number % Number % Number
White 84.4 66,920 84.8 40,880 84.0 26,040
Ethnic Minority 7.2 5,660 7.2 3,480 7.1 2,200
Black 2.2 1,760 2.2 1,040 2.3 720
Caribbean 1.0 800 1.0 500 1.0 300
African 0.9 720 0.8 400 1.0 320
Other 0.3 240 0.3 140 0.3 100
Asian 3.3 2,600 3.3 1,600 3.2 1,000
Indian 1.1 880 1.0 480 1.3 420
Pakistani 1.7 1,320 1.8 860 1.5 460
Bangladeshi 0.2 160 0.2 100 0.2 60
Other 0.3 240 0.3 160 0.3 80
Other 1.7 1,300 1.7 820 1.5 480
Mixed 0.4 340 0.4 200 0.4 140
Chinese 0.1 80 0.1 40 0.1 40
Other ethnic group 1.1 900 1.2 600 1.0 300
Unknown 8.4 6,660 8.0 3,880 9.0 2,780
All 100 79,260 100 48,240 100 31,020

Figure 6.1 illustrates the employment and benefit outcomes for all Ethnic Minorities
and Whites in the IB sample over an 18-month period, starting six months before
WFI date and ending 12 months afterwards. Differences in outcomes between
the two groups represent raw estimates of ethnic parity. A person is classified as
employed or on benefit in a particular month if they were employed or on benefit
for at least 15 of the previous 30 days. This means that although all customers
were on benefit on the day they had their WFI (by definition), not all had been on
benefit for at least 15 of the previous 30 days; hence, on the day of entry (date of
WHFI, the vertical line in Figure 6.1), the proportion on benefit is less than one.'
An individual is classified as being in sustained employment if they have been
continuously employed for the past three months (90 days).

%4 This may be reasonable if a large proportion of individuals have their first
WFI less than 15 days after making a claim for IB.
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Figure 6.1 Labour market status over time for unmatched IB
sample

Employment Sustained employment
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Notes:

1. The x-axis shows the six months before entry into the programme
(x==5 to 0) and the 12 months after (x=1 to 12).

2. The y-axis shows the proportion of the sample employed, sustainably
employed or on benefit.

Figure 6.1 shows that there are differences in the raw employment, sustained
employment'® and benefit outcomes of the two groups, both before and after
WEFI date; these differences appear to narrow in the months before inflow and
widen again after inflow. With the exception of the difference in benefit receipt
rates between Ethnic Minorities and Whites in the first month after entry, these
gaps are always significant.'®

The proportion of individualsinemploymentincreases over time, from approximately
15 per cent of Ethnic Minorities (and 20 per cent of Whites) in the first month

195 A finding of ethnic parity, penalty or premium tends to be consistent across
employment and sustained employment outcomes for a particular subgroup.
In this summary report, therefore, sustained employment outcomes will
barely be discussed. Interested readers can refer to Chapter 6 of the main
report for full details of the sustained employment outcomes.

1% Note that the significance of raw differences in outcomes is only assessed in
the 12 months after entering the sample (not in the six months before). See
Table A6.1.4 in Appendix ABA.1 of the full report for details.
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after WFI date'®” to 23 per cent of Ethnic Minorities (and 30 per cent of Whites)
12 months later. Over the same period, the proportion of individuals on benefits
steadily decreases for both groups but at a higher rate for Whites than for Ethnic
Minorities. Twelve months after WFI date, 76 per cent of Ethnic Minorities (and
69 per cent of Whites) are still on benefit.

The raw results, therefore, suggest that there is an ethnic penalty in employment
and benefit outcomes, i.e. that Ethnic Minorities claiming IB are less likely to be
in work and more likely to be on benefits than White IB claimants. However, it is
clear that Whites and Ethnic Minorities are very different in terms of a number of
observed pre-programme characteristics and that these differences are likely to
affect these estimates of ethnic parity.’® Table 6.2 makes comparisons between a
number of broad ethnic groupings across a range of key background characteristics
and outcome variables.

Ethnic minorities are, on average, younger (than Whites) and they are more likely
to have a greater number of children, to have exhibited a basic skills need and
participated in a voluntary programme in the three years prior to inflow, to be
claiming Income Support (IS) at WFI date (used as a proxy for personal income)
and to live in higher unemployment areas. In terms of labour market histories,
Ethnic Minorities have, on average, spent a smaller proportion of the three years
prior to inflow in employment (and a larger proportion on benefits) than Whites.
In terms of labour market outcomes, the proportion of the year following inflow
spent in employment is significantly lower (and the proportion spent on benefits
significantly higher) for Ethnic Minorities than it is for Whites.

197 To be eligible for IB, individuals should be incapable of work. This does not
mean that they are not employed, however: for example, it may be the case
that they are in a period of temporary absence from their job but were not
entitled to Statutory Sick Pay (and hencehave started claiming IB). It also
seems likely that most individuals who were working immediately prior to
becoming ill/injured would still be recorded as in employment (until such
time as a conclusion could be reached over their likely long-term future).
Because the employment figure in month O refers not to the day of interview
itself but to employment in the last 30 days, there could be people who
were not working on the actual day of interview but had been for at least
15 of the previous 30 days. There may also be some fraudulent IB claims. It
is not possible to quantify the impact of these scenarios.

108 See Table A6.1.1 in Appendix A6A.1 of the main report for more details on
the ways in which Ethnic Minorities differ from Whites.
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Individuals of Black, Asian and other ethnic origin (considered separately) differ
from Whites in the same ways that Ethnic Minorities do, with the exception that
Black IB claimants have fewer children, on average, than White IB claimants. This
highlights the importance of taking into account this difference in composition
and considering ethnic parity measures at both the broad and more disaggregated
levels for the IB group.

This chapter will now proceed as follows: Section 6.3 considers ethnic parity
measures for the Ethnic Minority sample as a whole and then for the more
disaggregated ethnic groupings; in all cases, the samples are broken down by
gender and geography (where possible). Section 6.4 concludes and provides some
brief policy implications.

6.3 Estimates of ethnic parity for Incapacity Benefit
claimants

6.3.1 All Ethnic Minorities

The raw ethnic parity estimates (discussed in Section 6.2) suggest that there is
an ethnic penalty in employment and benefit outcomes for all Ethnic Minority
IB claimants living in Great Britain. These raw estimates (for months 3, 6, 9 and
12 after WFI date) are replicated in Column 1 of Table 6.3. Columns 2 to 6 of
the table additionally provide estimates using ordinary least squares (OLS), fully
interacted linear matching (FILM), kernel matching and difference-in-differences
((DID); two methods, described in Section 2.5.5) respectively.'®

Unlike the case for Jobcentre Plus overall in Chapter 5, the diagnostics for the
preferred matching estimator are very good and matching succeeds in reweighting
the sample so that one can compare all Ethnic Minorities entering IB with a very
similar White group. Furthermore, all the estimation methods produce virtually
identical estimates of ethnic parity. These estimates suggest that, in marked
contrast to the raw results, ethnic parity in employment cannot be rejected and
that there is an ethnic penalty in benefit receipt. This means that Ethnic Minorities
are significantly more likely to be claiming benefits than White IB customers in at
least one of the 12 months following WFI date.

A summary of the reliable matching estimates of ethnic parity in employment
outcomes for Ethnic Minority groups is given in Table 6.4 (benefit outcomes are
shown in Table 6.5 later). All of the 21 possible subgroups appear in this table,
I.e. estimates of all of the subgroups where sample sizes are large enough are
reliable.

199 These estimates can be found in Table A6.1.2 in Appendix A6A of the main
report. The DIiD estimates come from Table A12A.13 in Appendix A12A of
the main report.
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Table 6.4 IB: reliable estimates of ethnic parity in employment
outcomes for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Any and females in Great None Males in Great Britain
Britain Males in 272 wards

Any and females in 272 wards
Any, males and females in
London
Any and males in Manchester
Any, males and females in
Great Britain excluding six
cities
Any in Lancashire East
Any in Greater Manchester
Central
Any in Calderdale and Kirklees
Any and males in Lambeth,
Southwark and Wandsworth
Any and males in Brent,
Harrow and Hillingdon

Note: This table summarises the reliable employment estimates in Chapter 6, Table 6.3 of the
main report.

From Table 6.4, it is clear that the predominant finding is that ethnic parity in
employment outcomes cannot be rejected: this means that, for these subgroups,
Ethnic Minority and White IB claimants are equally likely to be working in the 12
months following WFI date. For two subgroups, there is evidence of an ethnic
premium in employment outcomes. There is no evidence to support the raw
finding of an ethnic penalty in employment outcomes.

Figure 6.2 provides graphical illustration of the finding for one group where ethnic
parity could not be rejected — namely, all IB claimants living in Great Britain, using
the preferred kernel matching method."® As discussed in Section 6.2, there is
evidence of a significant ethnic penalty in terms of the raw outcomes, both before
and after entry. Once the White sample has been reweighted (giving more weight to
individuals who were not in employment in the six months prior to entry, amongst
other things), these differences disappear, leaving insufficient evidence to reject
ethnic parity in employment outcomes. This means that the employment rate of
Ethnic Minorities is virtually identical to that of their matched White counterparts
in every month, such that the ethnic penalty observed in the raw results must be
due to the fact that Ethnic Minority IB claimants possess observable characteristics
(including labour market experience) that make them less likely to be in work than
White IB claimants.

110 See Appendix A6A.1 of the main report for more details.
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Figure 6.2 Estimates of ethnic parity in employment outcomes for
IB claimants in Great Britain

Raw differences Ethnic parity
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Absolute parities. Ethnic minority group: Ethnic minorities; Client group: IB; Gender: Any; District: All

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in employment between
Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent
level. O

Medium circles indicate differences that are significant at the 5 per cent
level. o

Small circles indicate differences that are significant at the 10 per cent
level. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 ***indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

A summary of the reliable estimates of ethnic parity in benefit receipt can be
found in Table 6.5. Whilst the predominant finding remains one of not being able
to reject ethnic parity, there are seven groups for which an ethnic penalty is found
(including any and males in Great Britain) and one group for which a premium is
found.
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Table 6.5 IB: reliable estimates of ethnic parity in benefit receipt
for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Females in Great Britain Any and males in Great Britain Males in Manchester
Any and males in 272 wards Females in 272 wards
Any in Manchester Any, males and females in
Any, males and females in London
Great Britain excluding six Any in Lambeth, Southwark
cities and Wandsworth

Any in Lancashire East
Any in Greater Manchester
Central
Any in Calderdale and Kirklees
Males in Lambeth, Southwark
and Wandsworth
Any and males in Brent,
Harrow and Hillingdon

Note: This table summarises the reliable benefit receipt estimates found in Chapter 6, Table 6.3
of the main report.

Figure 6.3 provides estimates of ethnic parity in benefit receipt for all IB claimants
living in Great Britain — one of the groups for which an ethnic penalty was found.™"
Once the White sample is reweighted (giving more weight to individuals who were
on benefits in the six months prior to entry, amongst other things), in four of the
12 months after WFI date, Ethnic Minorities are between 0.3 and 1.7 percentage
points (0.3 and 2.1 per cent) more likely to be claiming benefits than comparable
White customers.'?

From Table 6.5, it is clear that in contrast to the overall results, the most common
finding among regional subgroups is being unable to reject ethnic parity in benefit
receipt. Figure 6.4 provides estimates for IB claimants living in Brent, Harrow and
Hillingdon."® From the raw results, it is clear that a penalty, significant at the one
per cent level, in each of the months leading up to inflow becomes smaller and is
only significant at the five or ten per cent level in some months thereafter. Once
the White sample is reweighted (giving more weight to individuals who were
claiming benefits in the six months prior to entry, amongst other things), this
penalty disappears, leaving insufficient evidence to reject ethnic parity in benefit
receipt. This is in contrast to the results for Ethnic Minorities overall, for whom
there is evidence of a significant penalty. On closer inspection, however, many of

M See Table A6.1.4 in Appendix A6A.1 of the full report for full details.

"2 ]t should be noted that the percentage point and per cent differences
quoted in this section (and throughout the remainder of the chapter) do
not necessarily correspond to the same months; they are simply designed to
provide an indication of the spectrum of significant results.

113 See Appendix A6A.20 of the main report for more details.
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the parity results reported in Table 6.5 are indicative of insignificant differences
(perhaps as a result of small sample sizes) rather than of genuine ethnic parity."'*

Figure 6.3 Estimates of ethnic parity in benefit receipt for IB

claimants in Great Britain
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Absolute parities. Ethnic minority group: Ethnic minorities; Client group: IB; Gender: Any; District: All

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to

0) and the 12 months after (x=1 to 12).

The y-axis shows the difference in the proportions in receipt of benefit
between Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

Large circles indicate differences that are significant at the 1 per cent level.
Insert drawing of large circle. O

Medium circles indicate differences that are significant at the 5 per cent
level. Insert drawing of medium circle. o

Small circles indicate differences that are significant at the 10 per cent
level. Insert drawing of small circle. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

*** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.
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See, for example, the results for men living in Lambeth, Southwark and

Wandsworth in Appendices A6A.19 and A6B.19 of the main report.
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Figure 6.4 Estimates of ethnic parity in benefit receipt for IB
claimants living in Brent, Harrow and Hillingdon

Raw differences Ethnic parity

0.17 0.17

0.13 A 0.13 -

0.09 A 0.09 A

0.05 A 0.05 A

001 A M oot /’\__\

-0.03 A -0.03 A

0.014** 0.013 0.013  0.022 0.014 0.004 0.006 -0.016

-0.07 A | | | | -0.07 | | | |

T T T T T T T T
5-4-3-2-10123456738 9101112 5-4-3-2-10123456789101112

Absolute parities. Ethnic minority group: Ethnic minorities; Client group: IB; Gender: Any; District: Brent Harrow Hillingdon

Notes: See notes to Figure 6.3.

In summary, the overall results for this group suggest that ethnic parity in
employment cannot be rejected but that there is an ethnic penalty in benefit
receipt. When subgroups are considered (disaggregated by gender and region),
the predominant finding is that ethnic parity in both outcomes cannot generally
be rejected. For these subgroups, it is not possible to reject the hypothesis that
Ethnic Minority and White IB claimants are equally likely to be in work and/or
claiming benefits in the year following WFI date.

6.3.2 Black Ethnic Minorities

A summary of the reliable preferred matching estimates of ethnic parity in terms
of employment outcomes for subgroups of Black ethnic origin is shown in Table
6.6. Reliable results were only found for 12 out of a possible 18 subgroups. Where
results are reliable, it is not possible to reject the finding of ethnic parity in all
but one group. This, however, seems to be primarily due to small sample sizes,
as many of the graphs provide evidence of insignificant differences rather than
genuine ethnic parity in the point estimates.”’> The exception is Black African
men, for whom there is evidence of a significant ethnic penalty in employment
outcomes;'"® this is in contrast to the results for both Black and Ethnic Minority
men, for whom there is insufficient evidence to reject ethnic parity and evidence
of an ethnic premium respectively. However, this penalty is only significant in the
first month following WFI date.

15 See, for example, the results for Black females living in one of the 272
disadvantaged group wards in Appendices A6A.27 and A6B.27 of the main
report.

16 See Appendices A6A.37 and A6B.37 of the main report for more details.
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Table 6.6 IB: reliable estimates of ethnic parity in employment
outcomes for individuals of Black ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Black: Black African: None
Any, males and females in Males in Great Britain

Great Britain
Females in 272 wards
Any and males in London

Black Caribbean:

Any and males in Great Britain
Any in 272 wards
Any in London

Black African:
Any in Great Britain

Note: This table summarises the reliable employment estimates in Chapter 6, Table 6.4 of the
main report.

Table 6.7 summarises the results for ethnic parity in benefit receipt for the same
groups. Here the reliable findings are of not rejecting ethnic parity (eight subgroups)
and of ethnic penalty (four big subgroups). For the remaining six subgroups, no
reliable estimates could be found.

Table 6.7 IB: reliable estimates of ethnic parity in benefit receipt
for individuals of Black ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Black: Black: None
Females in Great Britain Any and males in Great Britain
Females in 272 wards Black Caribbean:

Any and males in London
Black Caribbean:

Any in 272 wards
Any in London

Black African:
Any and males in Great Britain

Any and males in Great Britain

Note: This table summarises the reliable benefit receipt estimates found in Chapter 6, Table 6.4
of the main report.

Figure 6.5 provides estimates of ethnic parity in benefit receipt for Black African
IB claimants.”” From the raw results, it is clear that Black Africans are significantly
more likely to be claiming benefits (than Whites) in every month before and after
WEFI date. Once the White sample is reweighted, however, these differences

17 See Appendix A6A.36 of the main report for more details.
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disappear, leaving insufficient evidence to reject ethnic parity in benefit receipt.
This is in contrast to the results for both Black and Ethnic Minority IB claimants
overall, for whom there is evidence of a significant penalty, indicating that Black
African IB claimants fare relatively better (compared with their matched White
counterparts) than customers from Other ethnic groups, at least in terms of benefit
outcomes.'®

Figure 6.5 Estimates of ethnic parity in benefit receipt for Black
African IB claimants

Raw differences Ethnic parity
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Absolute parities. Ethnic minority group: Black African; Client group: IB; Gender: Any; District: All
Notes: See notes to Figure 6.3.

To summarise, there are very few significant differences to report between Black
and White IB claimants; where there are significant differences, they are always
ethnic penalties, mostly associated with benefit receipt. It is not clear, however,
how many of these are genuine findings of ethnic parity and how many are really
penalties or premiums that are only insignificant because of small sample sizes.
Where results do differ from those for Ethnic Minorities overall, they provide a
mixture of more positive outcomes (e.g. not rejecting parity rather than finding
a penalty, as with benefit receipt for Black African claimants) and more negative
outcomes (e.g. not rejecting parity rather than finding a premium, as with the
employment outcomes of Black men), such that it is difficult to draw overarching
conclusions for the Black group as a whole.

8 Most of the smaller Black subgroups also provide insufficient evidence to
reject ethnic parity, although from the graphs in the relevant Appendix
subsection, these appear to show insignificant differences, rather than
genuine ethnic parity (see, for example, the results for Black women living in
the 272 disadvantaged group wards in Appendices A6A.27 and A6B.27 of
the main report).
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6.3.3 Asian Ethnic Minorities

Table 6.8 summarises the employment findings for subgroups of the Asian IB
sample, split according to gender and geography. Reliable estimates are obtained
for 26 of the 27 possible subgroups. From the table, it is clear that once again
the predominant finding is that ethnic parity in employment outcomes cannot be
rejected, although for the two largest subgroups — female and male Asians — there
is evidence of an ethnic penalty (females) and premium (males).

Table 6.8 IB: reliable estimates of ethnic parity in employment
outcomes for individuals of Asian ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Asian: Asian: Asian:
Any in Great Britain Females in Great Britain Males in Great Britain
Any in 272 wards Pakistani and Bangladeshi: Indian:

Any in London
Any, males and females in
Great Britain excluding six
cities
Any in Lancashire East
Any in Calderdale and Kirklees

Indian:

Females in Great Britain Males in Great Britain

Any and females in Great
Britain
Any in Great Britain excluding
six cities
Pakistani and Bangladeshi:
Any and males in Great Britain
Any in 272 wards
Any and males in Great Britain
excluding six cities
Pakistani:
Any, males and females in
Great Britain
Any in 272 wards
Any and males in Great Britain
excluding six cities

Note: This table summarises the reliable employment estimates in Chapter 6, Table 6.5 of the
main report.

Figure 6.6 provides estimates of ethnic parity in employment outcomes for Pakistani
and Bangladeshi male IB claimants living in Great Britain."® On the basis of the
raw results, it is clear that there is a large and significant penalty in every month
before and after inflow; this penalty is slightly larger than for Ethnic Minorities
overall. Once the White sample is reweighted, these differences disappear, leaving
insufficient evidence to reject ethnic parity in employment outcomes, such that
Pakistani and Bangladeshi men are as likely as White men to be working in any

19 See Appendix A6A.56 of the full report for more details.
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given month. This is in contrast to the results for Ethnic Minority (and Asian)
men overall, for whom there is evidence of a significant premium in employment
outcomes.'? [t also highlights an interesting difference between Pakistani and
Bangladeshi men and women (who showed evidence of a significant penalty in
employment outcomes).'?' Linear regression methods are capable of replicating
this finding.'??

Figure 6.6 Estimates of ethnic parity in employment outcomes for
Pakistani and Bangladeshi male IB claimants

Raw differences Ethnic parity
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Absolute parities. Ethnic minority group: Pakistani Bangladeshi; Client group: IB; Gender: Males; District: All
Notes: See notes to Figure 6.2.

Table 6.9 summarises the reliable parity estimates for benefit receipt. There are
reliable estimates for 23 of the 27 subgroups. Once again, the predominant finding
is that ethnic parity in outcomes cannot be rejected. There are only three groups
for which an ethnic penalty is found and also three instances of a significant (and
reliable) ethnic premium in benefit receipt.'?

120 This may not be particularly surprising, given that the premium was relatively
small and that the raw penalty was slightly larger for Pakistani and Bangladeshi
than for all Ethnic Minority men.

121 Of course, this may be due to differences between Pakistani and Bangladeshi
men and women, differences between White men and women, or some
combination of the two.

122 See Tables A6.56.2 and A6.57.2 in Appendix A6A.56 of the full report for
more details.

123 A significant premium in benefit outcomes only occurs for one other
subgroup in this chapter (excluding individuals of unknown ethnic origin)
—namely, Ethnic Minority male IB claimants living in Manchester (see Figure
6.11 in Section 6.3.4 of the main report).
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Table 6.9 IB: reliable estimates of ethnic parity in benefit receipt
for individuals of Asian ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Asian: Asian: Asian:

Males and females in Great Any in London Any in 272 wards

Britain Pakistani and Bangladeshi: Any in Calderdale and Kirklees
Any and males in Great Britain Females in Great Britain Pakistani:
excluding six cities ] ) Anv in 272 wards
Any in Lancashire East Pakistani: y

Indian: Females in Great Britain

Any, males and females in
Great Britain
Any in Great Britain excluding
six cities
Pakistani and Bangladeshi:
Any and males in Great Britain
Any and males in Great Britain
excluding six cities

Pakistani:

Any and males in Great Britain
Any and males in Great Britain
excluding six cities

Note: This table summarises the reliable benefit receipt estimates found in Chapter 6, Table 6.5
of the main report.

To summarise, there are relatively few significant differences to report for any
of the Asian subgroups under consideration; however, there appear to be more
premiums and fewer penalties (particularly in terms of benefit receipt) than there
have been for either Black or Ethnic Minority subgroups. This may be taken as
evidence that individuals of Asian ethnic origin seem to perform relatively better
(compared with their matched White counterparts) than do individuals of Black
ethnic origin (compared to otherwise-identical White customers,).

6.3.4 Mixed, Chinese and other Ethnic Minorities

Table 6.10 summarises the employment findings for nine subgroups of the IB sample
made up of individuals from various non-Black, non-Asian ethnic backgrounds
and split, where possible, according to gender and geography. It is clear from the
table that for the eight subgroups for which results are available, ethnic parity in
employment cannot be rejected.
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Table 6.10 IB: reliable estimates of ethnic parity in employment
outcomes for individuals of Mixed, Chinese or other
ethnic origin (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other: None None
Any, males and females in
Great Britain

Any in 272 wards
Any in London

Other:

Any and males in Great Britain
Any in London

Note: This table summarises the reliable employment estimates in Chapter 6, Table 6.6 of the
main report.

Table 6.11 summarises the corresponding reliable results for benefit receipt,
which are obtained for eight of the nine possible groups. It shows that in terms
of benefit receipt, there is a mixture of being unable to reject ethnic parity and
finding significant ethnic penalties.

Table 6.11 IB: reliable estimates of ethnic parity in benefit receipt
for individuals of Mixed, Chinese or other ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other:  Mixed, Chinese and other: None
Females in Great Britain Any and males in Great Britain
Any in 272 wards Other:

Any in London Any and males in Great Britain

Any in London

Note: This table summarises the reliable benefit receipt estimates found in Chapter 6, Table 6.6
of the main report.

6.4 Summary of findings and policy implications

For customers who, in 2003, had a WFI as part of an IB claim:

e For all Ethnic Minorities in Great Britain, the finding of ethnic parity in
employment outcomes cannot be rejected, but there is evidence of a significant
ethnic penalty in benefit receipt.

e For men, there is evidence of a significant ethnic premium in employment
outcomes. For women, there is insufficient evidence to reject ethnic parity in
benefit receipt.
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e For most regional subgroups, ethnic parity in employment and benefit outcomes
cannot be rejected. This should not be taken as evidence against the significant
results for the group at a more aggregated level, however, as many of the
subgroups comprise a relatively small number of individuals and show evidence
of insignificant differences rather than of genuine ethnic parity.

e For individuals of Black, or Mixed, Chinese or other, ethnic origin, there are
no instances of significant ethnic premiums for any of the subgroups under
consideration. There is limited evidence of significant penalties in terms of
benefit receipt, but the predominant finding is of ethnic parity (or at least no
significant differences) in employment and benefit outcomes.

e For Asian individuals, there are more instances of significant premiums — and
fewer instances of significant penalties — than for other ethnic subgroups;
however, the most prevalent result is, again, of ethnic parity (or at least no
significant differences) in employment and benefit outcomes.

e The fact that the predominant finding (in terms of employment and benefit
outcomes) is of not rejecting ethnic parity should not be used as evidence
against the overall finding of a significant penalty in benefit receipt. Not only
do many of the smaller subgroups show insignificant differences rather than
genuine ethnic parity, but also many of the individuals who are part of the
overall analysis will not have been included in the regional results, presumably
because they live in a district in which there are fewer than 400 Ethnic Minority
IB claimants.

e In terms of policy recommendations, the fact that Ethnic Minorities are more
likely (than otherwise-identical White IB claimants) to be claiming benefits in the
months following WFI date may be worthy of further investigation.
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7/ Ethnic parity in Income
Support

7.1 Introduction

The estimates of ethnic parity in Income Support (IS) are based on individuals who
have had a Work Focused Interview (WFI) as part of an IS claim in 2003 (where
that interview takes place within six months of claim start date) (see Chapter 3
for more details). This is because ethnicity is better recorded for IS claimants who
have had a WFI; however, this selection criterion raises two important issues: First,
WFIs were in the process of being rolled out (via the introduction of Jobcentre
Plus offices'?) in 2003; hence, not all current offices will be represented in this
sample.’?® Second, individuals who are employed (for less than 16 hours per week
and still claiming IS) do not have to have a WFI,'?® so such individuals will not
appear in the sample.'?’

7.2 Description of the Income Support sample

From Table 7.1, it can be seen that just under 94,000 individuals had a WFI as
part of an IS claim in 2003, of whom 58 per cent were female. Approximately

124 |t was expected that 275 offices would be rolled out by June 2003 (Child
Poverty Action Group, 2003).

125 |t should be noted that all districts appear in the sample, although the number
of individuals in each district may not be representative of the number of IS
claimants that would appear in these districts, had the roll-out of Jobcentre
Plus offices been completed.

126 Source: Child Poverty Action Group, 2003.

127t is also worth noting that individuals are only included in the sample if they
are aged 57 or younger on the date of their WFI, thus avoiding any issues
associated with the move from Minimum Income Guarantee (as part of IS)
to Pension Credit (PC) for individuals aged 60 or above in April 2003.
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83 per cent of the sample are from a White ethnic background and nine per cent
are from an Ethnic Minority background. Of the Ethnic Minority sample, 39 per
cent are of Black ethnic origin (of which 45 per cent are Black Caribbean and 42
per cent are Black African), the same proportion (39 per cent) are of Asian ethnic
origin (of which 57 per cent are Pakistani) and 21 per cent are of some other
ethnic origin.

Table 7.1  Ethnic breakdown of IS sample

All Males Females
Ethnic subgroup % Number % Number % Number
White 83.2 78,140 83.4 32,760 83.0 45,360
Ethnic Minority 9.1 8,560 8.8 3,440 9.4 5,120
Black 3.6 3,360 3.0 1,160 4.0 2,200
Caribbean 1.6 1,520 1.4 540 1.8 980
African 1.5 1,420 1.2 460 1.7 960
Other 0.4 420 0.4 160 0.5 260
Asian 3.6 3,380 3.7 1,460 3.5 1,920
Indian 1.0 900 1.0 380 1.0 520
Pakistani 2.1 1,920 2.1 840 2.0 1,100
Bangladeshi 0.3 240 0.2 80 0.3 140
Other 0.3 320 0.4 180 0.3 140
Other 1.9 1,820 2.1 820 1.8 1,000
Mixed 0.6 580 0.5 200 0.7 360
Chinese 0.1 100 0.1 40 0.1 60
Other ethnic group 1.2 1,160 1.5 580 1.1 580
Unknown 7.7 7,240 7.8 3,060 7.6 4,160
All 100 93,920 100 39,280 100 54,660

Figure 7.1 illustrates the employment and benefit outcomes for all Ethnic Minorities
and Whitesin the IS sample over an 18-month period, starting six months before WFI
date. Differences in outcomes between the two groups represent raw estimates of
ethnic parity. A person is classified as being employed or on benefit in a particular
month if they were employed or on benefit for at least 15 of the previous 30 days.
This means that although all customers were on benefit on the day they had their
first WFI as part of an IS claim (by definition), not all were on benefit for at least
15 of the 30 days leading up to that interview; hence, on the day of entry (the
vertical lines in Figure 7.1), the proportion of the sample on benefit is less than
one.'?® An individual is classified as being in sustained employment if they have
been continuously employed for the past three months (90 days).

128 This may be reasonable if a large proportion of individuals have their first
WFI less than 15 days after making a claim for IS.
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Figure 7.1 Labour market status over time for unmatched IS
sample
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Figure 7.1 shows that there are differences in the raw employment, sustained
employment'® and benefit outcomes of the two groups, both before and after
WEFI date; these gaps are almost always significant.°

129

130

A finding of ethnic parity, penalty or premium tends to be consistent across
employment and sustained employment outcomes for a particular subgroup.
In this summary report, therefore, only employment outcomes will be
discussed. Interested readers can refer to Chapter 7 of the main report for
full details of the sustained employment outcomes.

See Table A7.1.4 in Appendix A7A.1 of the main report for more details.
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Theproportionofindividualsinemploymentincreases over time, from approximately
17 per cent (of both Whites and Ethnic Minorities) in the first month after WFI
date™' to 24 per cent of Ethnic Minorities (and 27 per cent of Whites) 12 months
later. Over the same period, the proportion of individuals on benefits decreases
from 99.9 per cent (of both Ethnic Minorities and Whites) to approximately 76 per
cent of Ethnic Minorities (and 74 per cent of Whites).'*?

The raw results, therefore, suggest that there is an ethnic penalty in employment
and benefit outcomes, i.e. that Ethnic Minorities claiming IS are less likely to be
employed — and more likely to be on benefits — than White individuals.

However, it is clear that Whites and Ethnic Minorities in the IS sample are very
different in terms of a number of observed pre-programme characteristics, and
that these differences are likely to affect estimates of ethnic parity.”> Table 7.2
makes comparisons between a number of broad ethnic groupings across a range
of key background characteristics and outcome variables.

Ethnic minorities as a whole are more likely (than Whites) to be female, older,
married/cohabiting and on Incapacity Benefit (IB); they tend to have more children,
are more likely to have a basic skills need and tend to live in higher unemployment
areas. On average, they have also spent a larger proportion of time on benefits (and
a smaller proportion of time in employment) both before and after WFI date.

There is also significant variation within the Ethnic Minority sample (compared
with Whites). For example, IS claimants of Asian ethnic origin spent, on average,
a smaller proportion of the three years prior to WFI date in employment (than
Whites), while individuals of Black ethnic origin spent a larger proportion of the
same period in work. This highlights the importance of considering ethnic parity
measures at both the broad and more disaggregated levels.

131 To be eligible for IS, individuals should not be working more than 16 hours
per week. The fact that some employers report that an individual is working
for them (even where that individual is not liable for income tax) may explain
at least part of the non-zero employment figure observed at the point at
which individuals have their first WFI as part of an IS claim. Because the
figure refers not to the day of interview itself, but to employment in the
last 30 days, there could be people who were not working on the actual
day of interview but had been for at least 15 of the previous 30 days. There
may also be some fraudulent IS claims. Unfortunately, it is not possible to
quantify the impact of any of these scenarios.

132 All individuals were on benefit, by definition, on the day they had their first
WFI as part of an IS claim.

13 See Table A7.1.1 in Appendix A7A.1 of the main report for more details on
the ways in which Ethnic Minorities differ from Whites.
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This chapter will now proceed as follows: Section 7.3 considers ethnic parity
measures for the Ethnic Minority sample as a whole and then for the more
disaggregated ethnic groupings; in all cases, samples are broken down by gender
and geography (where possible). Section 7.4 concludes and provides some brief
policy implications.

7.3 Estimates of ethnic parity for IS claimants

7.3.1 All Ethnic Minorities

The raw ethnic parity estimates (discussed in Section 7.2) suggest that there is an
ethnic penalty in employment and benefit outcomes for all Ethnic Minority IS
claimants living in Great Britain. These estimates (for months 3, 6, 9 and 12 after
WFI date) are replicated in Column 1 of Table 7.3. Columns 2 to 6 of the table
additionally provide estimates using ordinary least squares (OLS), fully interacted
linear matching (FILM), kernel matching and difference-in-differences ((DiD); two
methods, described in Section 2.5.5) respectively.’*

Interestingly, these methods all produce virtually identical estimates of ethnic parity
(as was the case for IB, discussed in Chapter 6). Furthermore, these estimates are
in marked contrast to the raw differences: a significant penalty is transformed into
a significant premium.

As discussed in Section 2.6, however, this report relies on the diagnostic tests
provided by the matching method to assess the reliability of these estimates. In this
case, while matching has succeeded in reweighting the White sample (to make it
‘look like' the Ethnic Minority sample of interest) without losing anyone to common
support, 35 covariates remain significantly unbalanced. This means that the Ethnic
Minority and White samples that have been used, differed significantly across 35
background characteristics, the upper limit on the number of characteristics that
can remain unbalanced with the result still being considered reliable.

A summary of the reliable matching estimates of ethnic parity in employment
outcomes for all Ethnic Minority groups is given in Table 7.4 (benefit outcomes
are shown in Table 7.5 later). All but four of the 28 potential subgroups appear
in this table (including all Ethnic Minorities in Great Britain, discussed above), i.e.
estimates for the majority of subgroups where sample sizes are large enough are
reliable.

134 These estimates can be found in Table A7.1.2 in Appendix A7A of the main
report. The DID estimates come from Table A12A.25 in Appendix A12A of
the main report.
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Table 7.4 IS: reliable estimates of ethnic parity in employment
outcomes for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Males and females in London None Any, males and females in
Any and females in Great Britain
Manchester Any, males and females in
Any, males and females in 272 wards

Great Britain excluding six Any in London

cities Any and females in Brent,
Any in Lancashire East Harrow and Hillingdon

Any, males and females in
Greater Manchester Central
Any and females in Calderdale
and Kirklees
Any in North East London
Males in Brent, Harrow and
Hillingdon

Note: This table summarises the reliable employment estimates in Chapter 7, Table 7.3 of the
main report.

From Table 7.4, it is clear that the predominant finding is that ethnic parity in
employment outcomes cannot be rejected; this means that, for these subgroups,
Ethnic Minority and White IS claimants are equally likely to be working in the
12 months following WFI date. For nine subgroups, there is evidence of an
ethnic premium in employment outcomes (consistent with the finding for all IS
claimants). There is no evidence to support the raw finding of an ethnic penalty in
employment outcomes.'®

Figure 7.2 provides one example of where ethnic parity could not be rejected
— individuals living in Great Britain excluding the six cities with the highest Ethnic
Minority populations, who make up 36 per cent of the overall Ethnic Minority
sample.”® If raw estimates were relied upon, one would conclude that Ethnic
Minorities are significantly less likely than Whites to be in work, both before
and after having a WFI as part of an IS claim. Once the White sample has been
appropriately reweighted, however, these penalties disappear, leaving no evidence
of any significant difference between the employment probabilities of the two
groups.

135 While Table 7.4 suggests that there is an ethnic premium for males and
females in London when they are considered together — but no evidence to
reject ethnic parity when they are considered separately — closer examination
of the graphs in Appendix A7B reveals that, in practice, the estimates differ
little (with larger sample size likely to explain why a significant premium
could be detected for males and females together).

136 See Appendix A7A.13 in the main report for more details.
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Figure 7.2 Estimates of ethnic parity in employment outcomes for
IS claimants living in Great Britain excluding the six
cities with the highest Ethnic Minority populations
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Absolute parities. Ethnic minority group: Ethnic minorities; Client group: IS; Gender: Any; District: Rest of GB

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in employment between
Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent
level. O

Medium circles indicate differences that are significant at the 5 per cent
level. o

Small circles indicate differences that are significant at the 10 per cent
level. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 ***indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

A summary of the reliable estimates of ethnic parity in benefit receipt can be
found in Table 7.5. Whilst the predominant finding remains one of not being
able to reject ethnic parity, there is greater variation amongst the subgroups than
there is in terms of employment outcomes: seven subgroups provide evidence to
support the finding of an ethnic premium for Ethnic Minorities overall, while eight
subgroups support the raw estimates of a significant penalty in benefit receipt.
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Table 7.5 IS: reliable estimates of ethnic parity in benefit receipt
for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Males in Great Britain Any and females in Great Any and females in Great
Any and females in 272 wards Britain Britain
Any and males in London Males in 272 wards Females in London
Any and females in Any, males and females in Males in Greater Manchester
Manchester Great Britain excluding six Central
Any and females in Greater cities Any in Lambeth, Southwark
Manchester Central Any in Lancashire East and Wandsworth
Any in Calderdale and Kirklees ~ Females in Calderdale and Any and females in Brent,
Any in North East London Kirklees Harrow and Hillingdon
Males in Brent, Harrow and
Hillingdon

Note: This table summarises the reliable benefit receipt estimates found in Chapter 7, Table 7.3
of the main report.

Figure 7.3 provides graphical evidence for each of ethnic parity, penalty and
premium, via the estimates for Ethnic Minority men and women analysed
separately.’” For both sexes, there is evidence of an ethnic penalty in the raw
results; these penalties are of similar magnitude in the six months prior to WFI
date, but are slightly smaller (and significant in fewer months) for women than for
men in the 12 months afterwards.

For women, once the White sample has been reweighted, a penalty remains in
only the first two months following inflow (and is significant at the five per cent
level or above in only the second month), after which it turns into a significant
premium from month 5 onwards. This illustrates the importance of following
outcomes over time rather than taking a solely short-term view. For men, on the
other hand, the raw penalties disappear entirely, leaving insufficient evidence to
reject ethnic parity in benefit receipt. On this basis, it appears that it is Ethnic
Minority women who are driving the overall results (for benefit receipt at least).

In summary, the overall results for this group, of ethnic premiums in employment
and benefit receipt, are replicated in a number of subgroups. Having said this,
however, the predominant finding amongst the subgroups (disaggregated by
gender and region) is that ethnic parity could not be rejected for either outcome.
This means that — for these subgroups at least — Ethnic Minority and White IS
claimants are equally likely to be in work and/or claiming benefits in the year
following WFI date.'3®

137 See Appendix A7A.2 (for men) and Appendix A7A.3 (for women) in the
main report for more details.

138 The fact that ethnic parity has been recorded in the table may indicate an
insignificant penalty or premium (due to small sample size) rather than
‘genuine’ ethnic parity; however, this does not appear to be the case here.
Interested readers can refer to Appendices A7A and A7B of the main report
for confirmation.
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Figure 7.3 Estimates of ethnic parity in benefit receipt for IS
claimants, by gender
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Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to

0) and the 12 months after (x=1 to 12).

The y-axis shows the difference in the proportions in receipt of benefit
between Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

Large circles indicate differences that are significant at the 1 per cent level.
Insert drawing of large circle. O

Medium circles indicate differences that are significant at the 5 per cent
level. Insert drawing of medium circle. o

Small circles indicate differences that are significant at the 10 per cent
level. Insert drawing of small circle. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.
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Figure 7.3 Continued

5 *** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

7.3.2 Black Ethnic Minorities

A summary of the reliable matching estimates of ethnic parity in terms of
employment outcomes for subgroups of Black ethnic origin is shown in Table
7.6. A higher proportion of the estimates for Black subgroups (than for all Ethnic
Minorities) were unreliable, with only 20 of a possible 31 providing reliable results
here. Where results are reliable, however, they follow the same broad pattern as for
Ethnic Minorities overall: that is to say, the predominant finding is of not rejecting
ethnic parity in employment outcomes, such that — within these subgroups —
individuals of Black ethnic origin claiming IS are as likely as White IS claimants to
be working in the 12 months following WFI date. Four subgroups replicate the
overall finding of an ethnic premium in employment outcomes.

Table 7.6 IS: reliable estimates of ethnic parity in employment
outcomes for individuals of Black ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium

Black: None Black:

Females in Great Britain
Males in 272 wards
Any, males and females in
London
Any in Brent, Harrow and
Hillingdon
Black Caribbean:

Males and females in Great
Britain
Any in 272 wards

Any and females in London
Black African:

Any, males and females in
Great Britain
Any in London
Other Black:

Any in Great Britain

Any and males in Great Britain
Any in Great Britain excluding
six cities
Black Caribbean:

Any in Great Britain

Note: This table summarises the reliable employment estimates found in Chapter 7, Table 7.4 of

the main report.
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The reliable estimates of ethnic parity in benefit receipt are summarised in Table
7.7.In contrast to the results for Ethnic Minority subgroups, none of the subgroups
of Black ethnic origin replicate the overall finding of an ethnic premium in benefit
receipt. In addition, fewer subgroups replicate the overall raw findings of an ethnic
penalty in benefit receipt and ethnic parity in benefit receipt could not be rejected
in most cases. Thus — in accordance with the findings for employment outcomes
—in general, Black IS claimants are as likely as White IS claimants to be receiving
benefits in the 12 months following WFI date.

Table 7.7 IS: reliable estimates of ethnic parity in benefit receipt
for individuals of Black ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Black: Black: None
Males and females in Great  Any in Great Britain excluding
Britain six cities
Any and males in 272 wards Black Caribbean:
Any, males and females in Any in 272 wards
London
Any in Brent, Harrow and
Hillingdon

Black Caribbean:
Males and females in Great
Britain
Any and females in London
Black African:

Any, males and females in
Great Britain
Any in London
Other Black:

Any in Great Britain

Note: This table summarises the reliable benefit receipt estimates found in Chapter 7, Table 7.4
of the main report.

7.3.3 Asian Ethnic Minorities

Table 7.8 summarises the reliable estimates (35 of 36 possible subgroups) of ethnic
parity in terms of employment outcomes for individuals of Asian ethnic origin. In
accordance with the results for all Ethnic Minorities — and for individuals of Black
ethnic origin — the predominant finding is being unable to reject ethnic parity in
employment outcomes.
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Table 7.8 IS: reliable estimates of ethnic parity in employment
outcomes for individuals of Asian ethnic origin
(compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Asian:

Any and females in Great
Britain
Any and females in 272 wards
Any and females in London
Any, males and females in
Great Britain excluding six
cities
Any in Lancashire East
Any in Calderdale and Kirklees

Indian:

Any and females in Great
Britain
Any in Great Britain excluding
six cities
Pakistani and Bangladeshi:
Any, males and females in
Great Britain
Any and females in 272 wards
Any, males and females in
Great Britain excluding six
cities
Any in Lancashire East
Any in Calderdale and Kirklees

Pakistani:

Any, males and females in
Great Britain
Any and females in 272 wards
Any, males and females in
Great Britain excluding six
cities
Any in Lancashire East
Any in Calderdale and Kirklees

None

Asian:
Males in Great Britain

Note: This table summarises the reliable employment estimates found in Chapter 7, Table 7.5 of

the main report.

Figure 7.4 provides graphical illustration of the results for one such subgroup —
namely, all Asian IS claimants.’* The raw results indicate a large and significant
penalty (that is much larger than for Ethnic Minorities overall) in the six months
leading up to date of WFI, which decreases slightly — but remains significant — in
the 12 months afterwards. Once the White sample has been reweighted, however,
this penalty disappears such that ethnic parity cannot be rejected for every month

following inflow.

139 See Appendix A7A of the main report for more details.



Ethnic parity in Income Support

129

Figure 7.4 Estimates of ethnic parity in employment outcomes for
Asian IS claimants
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Notes: See notes to Figure 7.2.

A summary of the reliable estimates of ethnic parity in benefit receipt for Asian
subgroups is shown in Table 7.9. For this outcome, 32 of a possible 36 subgroups
(slightly lower than for employment) provide reliable estimates. As was the case
for Ethnic Minorities overall (but not for individuals of Black ethnic origin), whilst
being unable to reject ethnic parity remains the predominant finding amongst the
subgroups, a reasonable number replicate the overall matched result (of an ethnic
premium in benefit receipt), whilst a similar number corroborate the overall raw
result (indicating a significant ethnic penalty).

It should be noted, however, that insignificant penalties or premiums are found
amongst a number of the subgroups for which ethnic parity is recorded in Table
7.9 (see, for example, the estimates in Chapter 7 of the main report for Indian
IS claimants living in Great Britain, excluding the six cities with the highest Ethnic
Minority populations). Also, for many of the subgroups for which penalties
are recorded, the differences are only significant in a couple of months (see,
for example, the estimates in Chapter 7 of the main report for Pakistani and
Bangladeshi females living in one of the 272 disadvantaged group wards).
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Table 7.9 IS: reliable estimates of ethnic parity in benefit receipt
for individuals of Asian ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Asian: Asian: Asian:
Males in Great Britain Females in Great Britain Any and females in Great
Females in 272 wards excluding six cities Britain
Males in Great Britain Any in Lancashire East Any and females in London
_ excluding six cities Pakistani and Bangladeshi: Indian:
Any in Calderdz.ale and Kirklees Females in 272 wards Any and females in Great
Indian: Females in Great Britain Britain
Any in Great Britain excluding excluding six cities Pakistani and Bangladeshi:
six cities Any in Lancashire East .
o _ o Any and females in Great
Pakistani and Bangladeshi: Pakistani: Britain
Males in Great Britain Any and females in 272 wards Any in 272 wards
Males in Great Britain Females in Great Britain Pakistani:
excluding six cities excluding six cities Anv in Great Britain
Any in Calderdale and Kirklees Any in Lancashire East y
Pakistani:

Males and females in Great
Britain
Any and males in Great Britain
excluding six cities
Any in Calderdale and Kirklees

Note: This table summarises the reliable benefit receipt estimates found in Chapter 7, Table 7.5
of the main report.

The subgroups for which significant ethnic premiums are found, on the other
hand, tend to demonstrate more reliable findings, as illustrated in Figure 7.5 for
all Asian IS claimants.™® For these individuals, a significant penalty prior to inflow
turns into a significant premium from the fifth month after the date of the WFI.
This indicates that despite the fact that Asians are more likely to have been claiming
benefits (than Whites) prior to inflow, the WFI appears to do more to help them
exit benefits than it does for Whites. Once the White sample is reweighted, giving
more weight to individuals who are more likely to have been on benefit in the
months leading up to inflow (amongst other things), it is perhaps not surprising
that strong evidence of a premium in benefit receipt emerges in the year following
inflow.

140 Interested readers should refer to Chapter 7 of the main report for details of
duration analysis for this subgroup.
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Figure 7.5 Estimates of ethnic parity in benefit receipt for Asian IS
claimants

Raw differences Ethnic parity
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Notes: See notes to Figure 7.3.

7.3.4 Mixed, Chinese and other Ethnic Minorities

A summary of the reliable estimates of ethnic parity in terms of employment
outcomes (benefit receipt) for IS claimants of Mixed, Chinese or other ethnic origin
is shown in Table 7.10 (Table 7.11). As for individuals of Asian ethnic origin, the
majority of subgroups with large enough sample sizes produce reliable estimates,
with 12 of the 13 possible subgroups featuring in these tables.

Table 7.10 IS: reliable estimates of ethnic parity in employment
outcomes for individuals of Mixed, Chinese or Other
ethnic origin (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other: None Mixed, Chinese and other:
Any and females in Great Males in Great Britain
Britain Other ethnic group:

Any in 272 wards
Any and females in London

Mixed:
Any in Great Britain
Other ethnic group:

Any and females in Great
Britain
Any in 272 wards
Any in London

Males in Great Britain

Note: This table summarises the reliable employment estimates found in Chapter 7, Table 7.6 of
the main report.
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Table 7.11 IS: reliable estimates of ethnic parity in benefit receipt
for individuals of Mixed, Chinese or other ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other: Mixed: None
Any, males and females in Any in Great Britain

Great Britain
Any in 272 wards
Any and females in London
Other ethnic group:
Any, males and females in
Great Britain
Any in 272 wards
Any in London

Note: This table summarises the reliable benefit receipt estimates found in Chapter 7, Table 7.6
of the main report.

The results for IS claimants of Mixed, Chinese or other ethnic origin closely mirror
those for IS claimants of Black ethnic origin: that is to say, the predominant finding
in terms of both employment and benefit receipt is failing to reject ethnic parity,
with very few subgroups deviating from this result. This means that individuals of
Mixed, Chinese or other ethnic origin — in the relevant subgroups — are as likely
as White individuals to be working and/or claiming benefits in the 12 months
following WFI date.

7.4 Summary of findings and policy implications

For customers who, in 2003, had a WFI as part of an IS claim:

e For all men and women in Great Britain, there is evidence of a significant ethnic
premium in employment outcomes. In terms of benefit receipt, for women
(who make up 60 per cent of the sample), there is a significant ethnic penalty in
the months immediately following date of WFI, after which a significant ethnic
premium emerges, from month 5 onwards. For men, ethnic parity in benefit
receipt cannot be rejected.

e \When split by district and gender, there is insufficient evidence to reject ethnic
parity for employment outcomes. This is likely to be due to smaller sample
sizes affecting precision. For benefit outcomes, the results are fairly evenly split
between not being able to reject ethnic parity, penalties and premiums.

e For almost all Black and Mixed, Chinese or other subgroups, there is insufficient
evidence to reject ethnic parity in both employment and benefit outcomes.
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e For most subgroups of Asian IS claimants, ethnic parity in employment
outcomes cannot be rejected, but there is a mixture of not rejecting parity,
finding significant premiums and finding significant penalties in terms of
benefit receipt.

e For most subgroups considered in this chapter, there is insufficient evidence to
reject ethnic parity in outcomes for Jobcentre Plus customers who had a WFI as
part of an IS claim in 2003.
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8 Ethnic parity in
Jobseeker's Allowance

8.1 Introduction

The estimates of ethnic parity in Jobseeker's Allowance (JSA) are based on
individuals who started a JSA claim during 2003. Section 5.2 showed that around
three-quarters of the Jobcentre Plus overall sample comprised individuals who
started a JSA claim in 2003, so it is highly likely that the results in this chapter will
be similar to those found for the Jobcentre Plus overall sample in Chapter 5.

8.2 Description of the Jobseeker’s Allowance sample

Table 8.1 shows that over 1,660,000 customers started a JSA claim during 2003,
of whom 32 per cent were female. Approximately 80 per cent of the sample
are from a White ethnic background, ten per cent are from an Ethnic Minority
background and 11 per cent are of unknown ethnic origin. Of the Ethnic Minority
sample, 33 per cent are of Black ethnic origin (of which 47 per cent are Black
Caribbean and 40 per cent are Black African), 44 per cent are of Asian ethnic
origin (of which 39 per cent are Indian and 38 per cent are Pakistani) and 24 per
cent are of some other ethnic origin.
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Table 8.1 Ethnic breakdown of JSA sample

All Males Females

Ethnic subgroup % Number % Number % Number

White 79.6 1,322,000 79.9 908,560 78.8 413,440
Ethnic Minority 9.6 159,500 9.8 110,960 9.3 48,560
Black 3.1 5,2040 3.3 37,000 2.9 15,020
Black Caribbean 1.5 2,4480 1.6 17,660 1.3 6,820
Black African 1.3 2,0960 1.3 14,720 1.2 6,240
Other 0.4 6,600 0.4 4,620 0.4 1,980
Asian 4.2 69,560 4.1 47,160 4.3 22,400
Indian 1.6 26,800 1.4 16,240 2.0 10,540
Pakistani 1.6 26,400 1.7 18,820 1.4 7,580
Bangladeshi 0.6 10,180 0.7 7,660 0.5 2,520
Other 0.4 6,200 0.4 4,440 0.3 1,740
Other 2.3 37,920 2.4 26,780 2.1 11,140
Mixed 0.7 10,920 0.6 7,240 0.7 3,680
Chinese 0.2 3,080 0.2 1,860 0.2 1,240
Other ethnic group 1.4 23,920 1.6 17,680 1.2 6,220
Unknown 10.8 179,700 10.3 117,000 11.9 62,680
All 100 1,661,200 100 1,136,520 100 524,680

Figure 8.1 illustrates the observed raw employment and benefit outcomes for
all Ethnic Minorities and Whites in the JSA sample over an 18-month period,
starting six months before entry. Differences in outcomes between the two groups
represent raw estimates of ethnic parity. A person is classified as being employed
or on benefit in a particular month if they were employed or on benefit for at
least 15 of the previous 30 days. An individual is classified as being in sustained
employment if they have been continuously employed for the past three months
(90 days).

Figure 8.1 shows that there are differences in the raw employment, sustained
employment™' and benefit outcomes of the two groups, both before and after
starting a JSA claim; these gaps are always significant.'#

41 A finding of ethnic parity, penalty or premium tends to be consistent across

employment and sustained employment outcomes for a particular subgroup.
In this summary report, therefore, only employment outcomes will be
discussed. Interested readers can refer to Chapter 8 of the main report for
full details of the sustained employment outcomes.

142 Table A8.1.4 in Appendix A8A.1 of the main report for more details.
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Figure 8.1 Labour market status over time for the unmatched JSA

sample
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Notes:

1. The x-axis shows the six months before entry into the programme
(x==5 to 0) and the 12 months after (x=1 to 12).

2. The y-axis shows the proportion of the sample employed, sustainably
employed or on benefit.

Theproportionofindividualsinemploymentincreases overtime, from approximately
17 per cent of Ethnic Minorities (and 19 per cent of Whites) in the first month after
starting a JSA claim to 40 per cent of Ethnic Minorities (and 49 per cent of Whites)
12 months later. Over the same period, the proportion of individuals on benefits
decreases from 94 per cent of Ethnic Minorities (and 90 per cent of Whites) to
approximately 39 per cent of Ethnic Minorities (and 32 per cent of Whites).

The raw results, therefore, suggest that there is an ethnic penalty in employment
and benefit outcomes, i.e. that Ethnic Minorities claiming JSA are less likely to be
employed — and more likely to be on benefits — than White JSA claimants.

However, it is clear that Whites and Ethnic Minorities in the JSA sample are very
different in terms of a number of observed pre-programme characteristics and
that these differences are likely to affect estimates of ethnic parity.’* Table 8.2
makes comparisons between a number of broad ethnic groupings across a range
of key background characteristics and outcome variables.

143 See Table A8.1.1 in Appendix A8A.1 of the main report for more details on
the ways in which Ethnic Minorities differ from Whites.
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Ethnic minorities as a whole are more likely (than Whites) to be male, younger and
married/cohabiting, to have a basic skills need and to live in higher unemployment
areas. On average, they have also spent a larger proportion of time on benefits
(and a smaller proportion of time in employment) both before and after starting
a JSA claim.

There is also significant variation within the Ethnic Minority sample (compared
with Whites). For example, JSA claimants of Black ethnic origin are much less
likely to be married/cohabiting than Whites, whilst those of Asian ethnic origin
are much more likely to be married/cohabiting than Whites. This highlights the
importance of considering ethnic parity measures at both the broad and more
disaggregated levels.

This chapter will now proceed as follows: Section 8.3 considers ethnic parity
measures for the Ethnic Minority sample as a whole and then for the more
disaggregated ethnic groupings; in all cases, samples are broken down by gender
and geography (where possible). Section 8.4 concludes and provides some brief
policy implications.

8.3 Estimates of ethnic parity for Jobseeker’s Allowance
claimants

8.3.1 All Ethnic Minorities

The ethnic parity estimates for JSA for all Ethnic Minorities in Great Britain are very
sensitive to the estimation method used, especially for employment outcomes.
This mirrors the findings for Jobcentre Plus overall, which is not surprising given
that JSA customers are the largest component of the Jobcentre Plus overall group.
The estimates based on the various methods employed in the study are shown in
Table 8.3, which summarises them for employment and benefit outcomes at 3, 6,
9 and 12 months.™

144 These estimates can be found in Table A8.1.2 in Appendix A8A of the main
report. The DID estimates come from Table A12A.37 in Appendix A12A of
the main report.
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All of the methods suggest that the raw estimates of an ethnic penalty in
employment and benefit outcomes are too large. The preferred propensity score
matching method estimates, however, are unreliable, as 104 covariates remain
unbalanced after matching, including employment, sustained employment and
benefit history variables and many district-level dummies. This suggests that for
JSA, itis simply impossible to find a similar comparable White group to the Ethnic
Minority sample, even after reweighting. The matching estimates suggest that
there is a significant premium in employment outcomes and a significant penalty
followed by a significant premium in benefit receipt. However, these results (like
the raw results discussed) are not comparing like with like'* and are, therefore,
unreliable. All of the other methods (ordinary least squares (OLS), fully interacted
linear matching (FILM) and difference-in-differences (DiD)) estimate that there is a
small ethnic penalty in employment outcomes (between 0.8 and 2.5 percentage
points) and a larger ethnic penalty in benefit outcomes which is larger in the earlier
months than the later months. But again, there is a large amount of doubt about
whether the assumptions underlying these models are appropriate and there are
no equivalent diagnostics for these methods to assess whether the assumptions
required to produce unbiased results hold.

It is clear that, as was the case for Jobcentre Plus overall, within a large number
of Jobcentre Plus districts, it is simply not possible to find or construct (through
reweighting) a White comparison group with the same observed background
characteristics of the Ethnic Minority groups of interest who live in the same
district. Once again, as was the case with Jobcentre Plus overall, there are severe
doubts as to whether reliable estimates can be obtained as the two groups are
simply not comparable.

The results for Ethnic Minority men and women in Great Britain analysed separately
are also unreliable. When the sample is split by region and gender, unreliable
results again predominate. In all, for Ethnic Minorities as a whole, 141 different
groups are considered. Where reliable estimates are found, the majority of
these suggest ethnic parity in employment cannot be rejected. This may reflect
true parity or just be due to the relatively small sample sizes for some of these
groups. However, there is also evidence of ethnic penalties and ethnic premiums
for some groups.

A summary of the reliable ethnic parity estimates for employment for all Ethnic
Minority groups is given in Table 8.4 (benefit outcomes are shown in Table 8.5 later).
This shows that only 38 of the 141 potential subgroups have reliable estimates.

145 The median bias is smaller for the propensity score matching estimates than
for the raw estimates, but other diagnostics suggest that matching has not
been fully successful.

196 See Tables A.38 and A.39 in the Appendix to this summary.

147 See Table 8.3 of the main report for a summary of the findings for all 141
groups.



142 Ethnic parity in Jobseeker’s Allowance

Table 8.4 JSA: reliable estimates of ethnic parity in employment
outcomes for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Females in Manchester Any in Edinburgh, Lothian Males in Leeds
Any in Lancashire West and Borders Males in Lancashire West
Any and males in Liverpool Any and males in Males in Leeds Central
and Wirral Northumbria Any in Suffolk
Any in Greater Manchester Females in Greater Males in Hampshire and Isle
Central Manchester Central of Wight
Any and males in Cardiff and  Any and males in Staffordshire Males in Kent
Vale Males in Nottinghamshire
Males in Coventry and Males in Surrey and Sussex
Warwickshire Females in South London
Any and males in The Females in West London
Marches

Males in Northamptonshire
Any and females in
Nottinghamshire
Males in Essex
Any in Hampshire and Isle of
Wight
Any and females in Surrey and
Sussex
Females in Central London
Any and males in West of
England
Any and males in
Gloucestershire and Wiltshire

Note: This table summarises the reliable employment estimates in Chapter 8, Table 8.3 of the
main report.

The third column of Table 8.4 shows the six gender and regional subgroups that
have reliable and similar outcomes to the overall, but unreliable, finding of an
ethnic premium. It should be noted that for these regions the premium is, on the
whole, significant in only a few months.

The first column of Table 8.4 shows the 21 groups for which employment
estimates are reliable and a finding of ethnic parity cannot be rejected. It should
be remembered that with some of these groups, sample sizes get quite small, so
rejecting parity becomes more difficult.

There is, however, evidence of an ethnic penalty in employment for ten groups.
Figure 8.2 provides graphical illustration of this penalty finding, for individuals
living in the Jobcentre Plus district of Northumbria. If raw results were relied upon,
one would conclude that Ethnic Minorities are significantly less likely than Whites
to be in work in the 12 months after first claiming JSA. But the raw results show
that they were also less likely to be in work in the six months before claiming
JSA. Once the White sample has been appropriately reweighted using matching
methods, the pre-JSA employment gap is eliminated but there remains evidence
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of a significant ethnic penalty in employment outcomes for this group after

beginning to claim JSA.'#®

Figure 8.2 Estimates of ethnic parity in employment outcomes for

JSA claimants living in Northumbria
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Absolute parities. Ethnic minority group: EthnicMinorities; Client group: JSA; Gender: Any; District: Northumbria
Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to

0) and the 12 months after (x=1 to 12).

The y-axis shows the difference in the proportions in employment between
Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

Large circles indicate differences that are significant at the one per cent
level. O

Medium circles indicate differences that are significant at the five per cent
level. o

Small circles indicate differences that are significant at the ten per cent
level. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

***indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the one per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the five per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the ten per cent level.

A summary of the reliable estimates of ethnic parity in benefit receipt can be
found in Table 8.5. The predominant finding is either not rejecting ethnic parity

148

See Table A8.33.4 in Appendix A8A.33 of the main report.
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(12 groups) or an ethnic penalty (12 groups). For three groups, there is evidence

of an ethnic premium.

Table 8.5 JSA: reliable estimates of ethnic parity in benefit receipt
for Ethnic Minorities (compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Males in Lancashire West
Females in Greater
Manchester Central

Males in Barnsley, Doncaster
and Rotherham

Males in Cardiff and Vale

Any and males in The
Marches
Males in Hampshire and Isle
of Wight
Males and females in Surrey
and Sussex
Females in Central London
Females in West London
Males in West of England

Any in Edinburgh, Lothian
and Borders
Any and males in
Northumbria
Any in Lancashire West
Males in Liverpool and Wirral
Any in Cardiff and Vale
Any and males in Staffordshire
Males and females in
Nottinghamshire
Males in Essex
Males in Gloucestershire and

Any in Hampshire and Isle of
Wight
Males in Kent
Any in Surrey and Sussex

Note: This table summarises the reliable benefit receipt estimates in Chapter 8, Table 8.3 of the

main report.

Figure 8.3 illustrates a finding of an ethnic penalty for males in the Jobcentre Plus
district of Nottinghamshire. The figure illustrates a raw penalty in the six months
leading up to the JSA claim and in the following 12 months. Once the White
sample has been appropriately reweighted using matching methods, the pre-JSA
benefit receipt gap is eliminated but there remains evidence of a significant ethnic
penalty in benefit receipt after entry for this group, with the proportion of Ethnic
Minorities in receipt of benefit being at least four percentage points higher (apart

from in the first month).
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Figure 8.3 Estimates of ethnic parity in benefit receipt for male
JSA claimants living in Nottinghamshire
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Absolute parities. Ethnic minority group: EthnicMinorities; Client group: JSA; Gender: Males; District: Nottinghamshire

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in receipt of benefit
between Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent level.
Insert drawing of large circle. O

Medium circles indicate differences that are significant at the 5 per cent
level. Insert drawing of medium circle. o

Small circles indicate differences that are significant at the 10 per cent
level. Insert drawing of small circle. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 *** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

8.3.2 Black Ethnic Minorities

The overall results for Black JSA customers mirror those for Ethnic Minorities
overall: there are significant, but unreliable, ethnic premiums in employment and
a significant, but unreliable, ethnic penalty for benefit receipt.
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A summary of all the reliable ethnic parity employment estimates for all the Black
Ethnic Minority subgroups is shown in Table 8.6. There are reliable results for 72
of a possible 185 groups.'* A large proportion of the groups for which no reliable
estimates can be found is based in London. The table shows that reliable results
are evenly distributed between not rejecting ethnic parity (29 groups) and finding

an ethnic premium (30 groups), whilst for 13 groups there is a finding of an ethnic
penalty in employment outcomes.

Table 8.6 JSA: reliable estimates of ethnic parity in employment
outcomes for individuals of Black ethnic origin
(compared with Whites)
Ethnic parity Ethnic penalty Ethnic premium
Black: Black: Black:
Any and males in Birmingham Any and males in Black Females in Birmingham
Females in London Country Any and males in Leeds

Any and males in Birmingham

Females in Manchester

Any and males in Greater

Manchester Central

Any, males and females in

Birmingham and Solihull
Females in Black Country

Black Caribbean:
Females in 272 wards

Any, males and females in
Birmingham and Solihull
Any, males and females in
City and East London
Any and males in Central
London
Any and males in North
London
Females in South London
Males in West London

Black African:

Males in Birmingham
Any and males in South
London
Other Black:

Females in London

Any and males in
Nottinghamshire

Black Caribbean:

Males in Manchester
Any and males in Greater
Manchester Central
Any and males in Black
Country
Any in Nottinghamshire

Any and males in Berkshire,

Bucks and Oxfordshire
Any in West London

Any and males in Leicester

Any and males in Manchester

Females in Great Britain
excluding six cities
Any and males in Leeds
Central
Any in Sheffield
Any in Coventry and
Warwickshire
Any and males in
Leicestershire
Any in Northamptonshire

Any and males in Bedfordshire

and Hertfordshire

Any and males in Berkshire,

Bucks and Oxfordshire
Any and males in West of
England
Black Caribbean:

Females in Great Britain
excluding six cities

Any and males in Bedfordshire

and Hertfordshire
Black African:
Any in Birmingham

Any and males in Manchester
Any in Greater Manchester

Central
Any in Birmingham and
Solihull

Any in Berkshire, Bucks and

Oxfordshire

Note: This table summarises the reliable employment estimates in Chapter 8, Table 8.4 of the
main report.
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See Table 8.4 in Chapter 8 of the full report for a summary of all the findings
for individuals of Black ethnic origin.
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As can be seen from Figure 8.4, one group that exhibits a particularly pronounced
employment premium (mirroring the unreliable overall results for Black JSA
customers) is Black African males in Manchester. For this group, once the White
sample has been reweighted, the weak finding of an ethnic premium in the raw
results is significantly strengthened. For this group, there appears to be convincing
evidence that Black African males are more likely to be in work in the months after
first claiming JSA than similar White JSA customers.

Figure 8.4 Estimates of ethnic parity in employment outcomes for
Black African male JSA claimants living in Manchester

Raw differences Ethnic parity
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Absolute parities. Ethnic minority group: BlackAfrican; Client group: JSA; Gender: Males; District: CityManchester

Notes: See notes to Figure 8.2.

The reliable estimates of ethnic parity in benefit receipt are summarised in Table
8.7. Reliable results are only obtained for 43 groups (out of a possible 185). The
majority of reliable results find an ethnic penalty in benefit receipt, mirroring the
unreliable overall finding for individuals of Black ethnic origin.
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Table 8.7 JSA: reliable estimates of ethnic parity in benefit receipt
for individuals of Black ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Black: Black: None
Males in Bedfordshire and Any and males in Leeds
Hertfordshire Any and males in Leicester
Black Caribbean: Males in London

= Lo Females in Great Britain
emales in Birmingham R
Males in Bedfordshire and excluding six cities
Hertfordshire Any and males in Greater
Manchester Central
Other Black: Any and males in Leeds
Any and females in London Central
Any in Sheffield
Any in Coventry and
Warwickshire
Any, males and females in
Black Country
Males in Leicestershire
Any and males in
Nottinghamshire
Any in Bedfordshire and
Hertfordshire
Any and males in Berkshire,
Bucks and Oxfordshire
Any and males in West of
England

Black Caribbean:

Males in Manchester
Females in Great Britain
excluding six cities
Any and males in Greater
Manchester Central
Any and males in Black
Country
Any in Nottinghamshire
Any and males in Berkshire,
Bucks and Oxfordshire
Any, males and females in
City and East London

Black African:

Males in Birmingham
Any in Greater Manchester
Central
Any in Berkshire, Bucks and
Oxfordshire

Note: This table summarises the reliable benefit receipt estimates in Chapter 8, Table 8.4 of the
main report.
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8.3.3 Asian Ethnic Minorities

Table 8.8 summarises the reliable estimates of ethnic parity in employment
outcomes (only 28 out of a possible 230) for Asian Ethnic Minorities. For almost
all groups, no reliable results can be found. For around half of the groups, this is
because no reliable White matches can be found but in a large number of cases,
matches can only be found by throwing away a large proportion of the Ethnic
Minority sample (sometimes over 90 per cent of the sample).”™® For the small
number of groups where reliable estimates are found, the most common finding
is that ethnic parity could not be rejected.

Table 8.8 JSA: reliable estimates of ethnic parity in employment
outcomes for individuals of Asian ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Asian: Pakistani and Bangladeshi: Other Asian:
Females in London Any in South London Males in Great Britain
Any and males in Other Asian: excluding six cities

Nottinghamshire
Any in Kent
Males in Berkshire, Bucks and
Oxfordshire
Any and males in Surrey and
Sussex
Any in Lambeth, Southwark
and Wandsworth
Females in North London
Males and females in South
London
Any in South East London

Indian:

Females in Great Britain
excluding six cities
Any and males in Bedfordshire
and Hertfordshire
Any in Kent
Males in Berkshire, Bucks and
Oxfordshire
Any in South London
Bangladeshi:
Females in Great Britain
Other Asian:
Females in London
Any in Great Britain excluding
Six cities
Any and males in West
London

Females in Great Britain
Females in Great Britain
excluding six cities
Any in South London

Note: This table summarises the reliable employment estimates in Chapter 8, Table 8.5 of the

main report.

150

See Table 8.5 in Chapter 8 of the full report for a summary of all the findings

for individuals of Asian ethnic origin.
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There is a similar story when it comes to reliable estimates of ethnic parity in benefit
receipt for this group, shown in Table 8.9: for most of the groups, reliable estimates
cannot be found. For the small number of groups where reliable estimates are
found, the predominant finding is of an ethnic penalty in benefit receipt.

Table 8.9 JSA: reliable estimates of ethnic parity in benefit receipt
for individuals of Asian ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Asian: Asian: Other Asian:
Any in Kent Any and males in Any in South London
Males in Surrey and Sussex Nottinghamshire
Females in North London Any in Surrey and Sussex
Any in South East London Any in Lambeth, Southwark
Indian: and Wandsworth
Any in Kent Indian:
Males in Berkshire, Bucks and  Any and males in Bedfordshire
Oxfordshire and Hertfordshire

Pakistani and Bangladeshi:
Any in South London
Other Asian:
Females in Great Britain
Any, males and females in
Great Britain excluding six
cities
Any in South London

Note: This table summarises the reliable benefit receipt estimates in Chapter 8, Table 8.5 of the
main report.

8.3.4 Mixed, Chinese and other Ethnic Minorities

The overall results for Mixed, Chinese and other Ethnic Minority JSA customers
again largely mirror those for Ethnic Minorities overall: there are significant, but
unreliable, ethnic premiums for employment and significant, but unreliable, ethnic
penalties and premiums for benefit receipt. These results should be interpreted
with extreme care since the White and Ethnic Minority samples remain far from
being well balanced: 66 covariates remain unbalanced, including employment,
sustained employment and benefit histories. Also among the unbalanced
covariates are many regional variables, indicating that the Whites and the other
Ethnic Minorities being compared live in different areas. Unreliable results are also
obtained when estimation is carried out by gender.™’

Table 8.10 provides a summary of the reliable estimates of ethnic parity in
employment outcomes amongst JSA customers of Mixed, Chinese or other ethnic
origin, whilst Table 8.11 provides a summary in terms of benefit receipt. In both

151 See Tables A.47 and A.48 in the Appendix to this summary.
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cases, the overall pattern of results is similar to that found for all Ethnic Minority
subgroups: for employment outcomes, the predominant finding indicates that
ethnic parity cannot be rejected, whilst for benefit receipt, a substantial proportion
of subgroups provide evidence of significant penalties.'>?

Table 8.10 JSA: reliable estimates of ethnic parity in employment
outcomes for individuals of Mixed, Chinese or other
ethnic origin (compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Mixed, Chinese and other:

Females in 272 wards
Any in Leeds
Any and males in Manchester
Females in Great Britain
excluding six cities
Any in Liverpool and Wirral
Any and males in Greater
Manchester Central
Any in Leeds Central
Any in Coventry and
Warwickshire
Any in Leicestershire
Any and males in
Nottinghamshire
Males in Bedfordshire and
Hertfordshire
Males in Berkshire, Bucks and
Oxfordshire
Any, males and females in
Central London
Any, males and females in
Lambeth, Southwark and
Wandsworth
Any, males and females in
North East London
Any, males and females in
Brent, Harrow and Hillingdon
Any and males in South
London
Any, males and females in
West London

Mixed, Chinese and other:
Females in Manchester

Any and males in Surrey and
Sussex

Any and males in City and
East London

Females in South London
Chinese:
Any and females in Great
Britain
Any in 272 wards

Any and females in Great
Britain excluding six cities

Other ethnic group:

Any and males in City and
East London

Mixed, Chinese and other:
Males in Black Country
Any in Cambridgeshire

Any in Bedfordshire and
Hertfordshire

Any in Hampshire and Isle of
Wight
Chinese:
Any in London
Other ethnic group:

Any and males in Birmingham
and Solihull

Any and males in South
London

Continued

52 More subgroups of Mixed, Chinese or other ethnic origin provide evidence
of significant ethnic premiums than do subgroups of all Ethnic Minority JSA
customers analysed together.
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Table 8.10 Continued

Ethnic parity Ethnic penalty Ethnic premium

Chinese:

Males in Great Britain
Males in 272 wards
Males and females in London
Males in Great Britain
excluding six cities

Other ethnic group:

Females in 272 wards
Any in Birmingham
Females in London

Any and males in Manchester
Any and males in Greater
Manchester Central
Any, males and females in
Central London
Any, males and females in
Lambeth, Southwark and
Wandsworth
Any and males in North East
London
Any and males in Brent,
Harrow and Hillingdon
Any and males in South East
London
Any, males and females in
West London

Note: This table summarises the reliable employment estimates in Chapter 8, Table 8.6 of the
main report.
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Table 8.11 JSA: reliable estimates of ethnic parity in benefit receipt
for individuals of Mixed, Chinese or other ethnic origin
(compared with Whites)

Ethnic parity

Ethnic penalty

Ethnic premium

Mixed, Chinese and other:

Females in Great Britain
excluding six cities
Males in Black Country
Any in Hampshire and Isle of
Wight
Any and males in Surrey and
Sussex
Any, males and females in
Central London
Females in Lambeth,
Southwark and Wandsworth
Any and males in North East
London
Males in South London

Chinese:

Females in Great Britain
excluding six cities

Other ethnic group:

Males in Birmingham and
Solihull
Males and females in Central
London
Females in Lambeth,
Southwark and Wandsworth
Males in North East London
Any in South London
Any and males in South East
London

Mixed, Chinese and other:

Females in 272 wards
Any in Leeds
Any, males and females in
Manchester
Males in Greater Manchester
Central
Any in Leeds Central
Any in Leicestershire
Any and males in City and
East London
Any and males in Lambeth,
Southwark and Wandsworth
Females in North East London
Females in Brent, Harrow and
Hillingdon
Females in South London
Females in West London

Chinese:

Females in Great Britain
Any and males in 272 wards
Males and females in London

Any and males in Great Britain
excluding six cities

Other ethnic group:

Females in 272 wards
Any and males in Manchester
Any and males in Greater
Manchester Central
Any and males in City and
East London
Any in Central London
Any and males in Lambeth,
Southwark and Wandsworth
Any and males in Brent,
Harrow and Hillingdon
Females in West London

Mixed, Chinese and other:

Any and males in Brent,
Harrow and Hillingdon

Chinese:

Females in Great Britain
Any in 272 wards
Males and females in London

Other ethnic group:
Any in Lambeth, Southwark

and Wandsworth

Any in North East London
Any in Brent, Harrow and

Hillingdon

Males in South London

Note: This table summarises the reliable benefit receipt estimates in Chapter 8, Table 8.6 of the

main report.
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8.4 Summary of findings and policy implications

For Jobcentre Plus customers who started claiming JSA in 2003:

In many cases, it was not possible to reweight the White sample in such a
way as to make it comparable with the Ethnic Minority sample of interest. This
reveals that, in general, the Ethnic Minority and White customers who start JSA
claims are very different — often too different for matching to be able to make
them similar.

The (matched) results for all Ethnic Minorities in Great Britain (of a significant
premium in employment outcomes and a significant penalty in benefit receipt)
are unreliable: 104 covariates remain unbalanced after matching, including
employment, sustained employment and benefit history variables.'

In terms of employment outcomes, when subgroup analysis (by ethnic group,
gender and region) is carried out, the most predominant finding suggests that
one cannot reject the hypothesis of ethnic parity. This is in contrast to the
(albeit unreliable) overall result of a significant ethnic premium in employment
outcomes, which is confirmed by many fewer subgroups (in particular, amongst
individuals of Black or of Mixed, Chinese or other ethnic origin).

Interms of benefit receipt, on the other hand, the (albeit unreliable) overall finding
of a significant ethnic penalty is replicated amongst the majority of subgroups
for which reliable results are found (particularly amongst Black JSA customers).
DWP should investigate why Ethnic Minorities are less likely to sign off JSA,
particularly when they are at least as likely (as comparable White customers) to
have a job. This may inform why this also occurs for Jobcentre Plus overall, for
which JSA customers are the largest group (a number of plausible explanations
are set out in the summary of the Jobcentre Plus findings in Section 5.4).

153 QOther estimators will also suffer from the same fundamental lack of

comparability between the samples.



Ethnic parity in New Deal for Lone Parents

9  Ethnic parity in New Deal
for Lone Parents

9.1 Introduction

This chapter looks at measures of ethnic parity for New Deal for Lone Parents
(NDLP) customers who entered the programme in 2003. Ninety-four per cent of
NDLP participants are female and 95 per cent of Ethnic Minority NDLP participants
are female (see Table 9.2 below).

9.2 Description of the New Deal for Lone Parents
sample

From Table 9.1, it can be seen that just under 133,000 individuals started NDLP in
2003. Of these, around 86 per cent are White, eight per cent are from an Ethnic
Minority background and five per cent are of an unknown ethnic background.
Further disaggregation shows that 4.9 per cent of customers are of Black ethnic
origin (of whom 52 per cent are Black Caribbean and 37 per cent are Black African),
1.6 per cent are of Asian ethnic origin (of whom 40 per cent are Indian and
38 per cent are Pakistani) and 1.9 per cent are of some other ethnic background
(of whom 49 per cent are of mixed ethnic origin).
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Table 9.1 Ethnic breakdown of NDLP sample

All Males Females
Ethnic subgroup % Number % Number % Number
White 86.3 114,560 87.1 6,460 86.2 108,100
Ethnic Minority 8.3 11,040 7.5 560 8.4 10,480
Black 4.9 6,500 4.6 340 4.9 6,160
Caribbean 2.5 3,360 2.3 160 2.5 3,180
African 1.8 2,380 1.8 140 1.8 2,240
Other 0.6 780 0.5 40 0.6 740
Asian 1.6 2,060 1.3 100 1.6 1,960
Indian 0.6 820 0.5 40 0.6 800
Pakistani 0.6 780 0.5 40 0.6 740
Bangladeshi 0.1 180 0.1 20 0.1 160
Other 0.2 280 0.2 20 0.2 260
Other 1.9 2,480 1.5 120 1.9 2,360
Mixed 0.9 1,220 0.5 40 0.9 1,180
Chinese 0.1 140 0.1 0 0.1 120
Other ethnic group 0.8 1,120 1.0 80 0.8 1,040
Unknown 5.4 7,200 5.5 400 5.4 6,800
All 100 132,800 100 7,420 100 125,380

Figure 9.1 illustrates the employment and benefit outcomes for all Ethnic Minorities
and Whites in the NDLP sample over an 18-month period, starting six months
before entering NDLP. Differences in outcomes between the two groups represent
raw estimates of ethnic parity. A person is classified as being employed or on
benefit in a particular month if they were employed or on benefit for at least
15 of the previous 30 days."™ An individual is classified as being in sustained
employment if they have been continuously employed for the past three months
(90 days).

54 Note that benefit receipt is not a condition of participation in NDLP; hence
the rate of benefit receipt does not jump to 100 per cent at the time of
inflow (as it does for the Income Support (IS) and Incapacity Benefit (IB)
samples).
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Figure 9.1 Labour market status over time for unmatched NDLP

sample
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Notes:

1. The x-axis shows the six months before entry into the programme
(x==5 to 0) and the 12 months after (x=1 to 12).

2. The y-axis shows the proportion of the sample employed, sustainably
employed or on benefit.

From Figure 9.1, it is clear that there are significant’™> differences in the raw
employment outcomes of the two groups. Interestingly, while Ethnic Minorities
are more likely to be in work than Whites before joining NDLP — in the month
immediately prior to entry, approximately 27 per cent of Ethnic Minorities are in
employment, compared with approximately 24 per cent of Whites — they are less
likely to be employed in each of the 12 months after inflow. This significant ethnic
penalty in terms of raw employment outcomes ranges from 2.9 to 4.8 percentage

55 Note that the significance of raw differences in outcomes is only assessed in
the 12 months after entering NDLP (not in the six months before). See Table
A9.1.4 in Appendix A9A.1 for more details.
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points (between 7.8 and 11.6 per cent).'™ The same pattern is observed for the
proportion of Ethnic Minorities and Whites in sustained employment.'’

Figure 9.1 also shows that Ethnic Minorities are marginally more likely to be
receiving benefits than Whites in the six months prior to joining NDLP. After
starting the programme, however, Whites experience a large fall in the likelihood
that they will be claiming benefits (in the first two months after entry), which is
not matched by a similar decrease for Ethnic Minorities. This means that a large
and significant ethnic penalty in benefit receipt emerges in the year after inflow,
ranging from 8.0 to 9.2 percentage points (12.1 to 16.2 per cent).'®

It is clear, however, that Whites and Ethnic Minorities in the NDLP sample differ
in terms of a number of observed pre-programme characteristics, and that these
differences are likely to affect estimates of ethnic parity.’ In Table 9.2, comparisons
are made between major ethnic groups across a range of key background
characteristics and labour market outcome variables.

Ethnic minorities as a whole are more likely (than Whites) to be female, are slightly
older, are less likely to be on IB and are more likely to have larger families, to have
younger children, to have a basic skills need, to have participated in a voluntary
programme in the three years prior to inflow and to live in higher unemployment
areas. In terms of labour market histories, they have spent a larger proportion of
their time in employment (and a greater proportion on benefits) in the three years
prior to inflow than Whites.

Black NDLP participants (who make up 59 per cent of the Ethnic Minority sample)
generally differ from Whites in the same ways that Ethnic Minorities do. Asian NDLP
participants, and those of non-Black, non-Asian ethnic origin, on the other hand,
have spent a smaller proportion of the three years prior to inflow in employment
(than Whites). In terms of labour market outcomes, all Ethnic Minority subgroups
have spent a smaller proportion of the year following inflow in work, and a larger
proportion on benefits, than have White NDLP participants.

156 |t should be noted that the percentage point and per cent differences
quoted in this section (and throughout the remainder of the chapter) do
not necessarily correspond to the same months; they are simply designed to
provide an indication of the spectrum of significant results.

57 A finding of ethnic parity, penalty or premium tends to be consistent across
employment and sustained employment outcomes for a particular subgroup.
In this summary report, therefore, only employment outcomes will be
discussed. Interested readers can refer to Chapter 9 of the main report for
full details of the sustained employment outcomes.

158 See Table A9.1.4 in Appendix A9A.1 of the main report for more details.

159 See Table A9.1.1 in Appendix A9A.1 of the main report for more details.



159

ty in New Deal for Lone Parents

ic pari

Ethn

| pue 0 usamiaq a1 ‘uoipiodoud e se usalb sI pakojdws/siiyausq Uo swi} JO aberusdiad Z
"20UedIHIUBIS JO [9A9] 1D Jad Q| 1e 9jdwes aHYAA 104 ueaw Bulpuodsaiiod Woly JusIayIp AjJuediubIS Si uesw 1eyl S91edipul 4
"20UedIHIUBIS JO [9A9] 1UaD Jad g 1e ajdwes alYAA 40} uesw Bulpuodsaliod WOl JUISHIP ApuedijiubIs S uesw 1eyl SS1edIpul 4 4
"90UedIHIUDIS JO [9A9] JuaD Jad | 1e 3jdwes a1YAA 10} uesw Bulpuodsaliod WoUy JUISHIP ApuedifiubIs S uesw 1eyl SS1eDIPUI « x x l

'S910N

MOJjul JaYe 71—

*xx61G5°0 *xx079°0 *xx699°0 *xx€L9°0 *xx€99°0 7850 L850 SYIUOW 's}1jauaq Uo awil} Jo abejudiad

MOJJUI JD14e

»xx¥0V°0 »xx¥8E°0 *xx69E°0 *xx607°0 *xx96£°0 BeV0 EEVO Z1—-1 syruow ‘pafojdwa swiy Jo abeuadiad

9500 *xx£50°0 9500 *xx650°0 *xx850°0 9500 9500 eaJe %J0M-0}-[anel} Ul d)el Juswihojdwaun

MOJJUl O}

xxx681°0 L8C0 780 xxxGLE0O »xx€0E°0 1820 8LC0 Joud swweiboid Areyunjon e ui pajedidiied

»xx (V00 1900 x*x180°0 *xG/0°0 xxx&L0°0 9900 S90°0 posU S||PfS d1sed

MOJJUI 31043q

*xx(65°0 *xx1 10 €690 xx€0L°0 xx€0L°0 7690 6890 €1 siedh 'syyauaq uo W Jo sbeIUSdIRd

MOJJUI 31043q

»»xEEE0 »x00€°0 xxx18C°0 xxx/9€°0 »xx9€E°0 L1E0 6LED -1 sieak ‘pakojdws swi Jo sbejudId

xxxECL'S *xx918°G *xx/[86°G *xx6LE°G *xx16G°G 96€9 ¥6C'9 MOjul 1e pjiyd 1s3bunok jo by

*x599°1 8191 xxx8VL° »xx9897| »xxE897| LEIL ol MOJJUL3e SPPY 4O JoquInN

*xG€00 *7€0°0 LEOO *xxEE00 *xxV€00 v00 L7000 MOJ4Ul Je Jijauag Aydededu] uQ

»xxG7CE 9'¢ce 6'CE xxxC EE xx0'€E 8'¢CE 8'¢Ce MO4ul e by

760 x»xV56°0 1S6°0 876°0 xxx056°0 60 P60 olewsS
umowjun B_y1o ueisy delg Auouly SHYM v

Jluy3

A&apruyzs Aq ajdwes 41aN jo sansuddeIRYD 76 3|qEL



160

Ethnic parity in New Deal for Lone Parents

What is clear from Table 9.2 is that the composition of the White NDLP sample
is significantly different from that of the Ethnic Minority sample and that if these
differences are not taken into account, estimates of ethnic parity may be biased.
Moreover, variation in background characteristics across Ethnic Minority subgroups
highlights the importance of considering ethnic parity measures at both broad
and disaggregated levels. With this in mind, Section 9.3 reports estimates for the
Ethnic Minority sample as a whole, as well as the three broad ethnic subgroups
(Black, Asian and other); in all cases, groups are further broken down by gender
and region where possible. Section 9.4 concludes and provides some brief policy
implications.

9.3 Estimates of ethnic parity for New Deal for Lone
Parents

9.3.1 All Ethnic Minorities

The raw ethnic parity estimates (discussed in Section 9.2) suggest that there is an
ethnic penalty in employment and benefit outcomes for all Ethnic Minority NDLP
participants living in Great Britain. These estimates (for months 3, 6, 9 and 12 after
entering the programme) are replicated in Column 1 of Table 9.3. Columns 2 to 6
of the table additionally provide estimates using ordinary least squares (OLS), fully
interacted linear matching (FILM), kernel matching and difference-in-differences
((DID); two methods, described in Section 2.5.5) respectively.'°

All the methods suggest that there is an ethnic penalty in employment, but the
magnitude and persistence of this penalty vary by method, although in all cases it
is smaller than the raw estimate. All methods also suggest that there is a penalty
in benefit receipt but again, these estimates are smaller than the raw estimates.

As discussed in Section 2.6, however, this report relies on the diagnostic tests
provided by the matching method to assess the reliability of these estimates. In
this case, while matching has succeeded in reweighting the White sample (to
make it ‘look like' the Ethnic Minority sample of interest) without losing anyone
to common support, 46 covariates remain significantly unbalanced, including
employment, sustained employment and benefit history variables. This means that
the Ethnic Minority and White samples that have been used differed significantly
across 46 background characteristics, casting doubt over the comparability of the
two groups (and hence, on the estimates of ethnic parity for all Ethnic Minorities
living in Great Britain described in Table 9.3).

160 These estimates can be found in Table A9.1.2 in Appendix A9A of the main
report. The DID estimates come from Table A12A.49 in Appendix A12A of
the main report.
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A summary of the reliable matching estimates of ethnic parity in employment
outcomes for all Ethnic Minority groups is given in Table 9.4 (benefit outcomes are
shown in Table 9.5 later). All but seven of the 35 potential subgroups appear in
this table, i.e. estimates for the majority of subgroups where sample sizes are large
enough are reliable. (Note that the group ‘all Ethnic Minorities in Great Britain’,
discussed previously, does not appear in the table.)

Table 9.4 NDLP: reliable estimates of ethnic parity in employment
outcomes for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Males in Great Britain Any and females in 272 wards None
Any and females in Any and females in
Birmingham Manchester
Females in Birmingham and Any and females in Great
Solihull Britain excluding six cities
Any and females in City and Any and females in Black
East London Country
Any and females in Central Females in South London
London
Any and females in North East
London
Any and females in North
London

Any and females in Brent,
Harrow and Hillingdon
Any in South London

Any and females in South East
London
Any and females in West
London

Note: This table summarises the reliable employment estimates in Chapter 9, Table 9.3 of the
main report.

From Table 9.4, it is clear that the predominant finding is that ethnic parity in
employment outcomes cannot be rejected. For nine subgroups, including females
living in the 272 disadvantaged group wards, there is reliable evidence of an ethnic
penalty in employment outcomes (consistent with the — albeit unreliable — finding
for all NDLP customers).

Figure 9.2 provides graphical illustration for women living in the 272 disadvantaged
group wards, who make up 44 per cent of the overall Ethnic Minority sample.'®
If raw estimates were relied upon, one would conclude that Ethnic Minorities are
more likely to be in work before entering NDLP and equally as likely as Whites to
be in work after entering NDLP. Once the White sample has been appropriately
reweighted, however, there is evidence of an ethnic penalty in employment, which
is significant at conventional levels in four of the 12 months after entering NDLP.

161 See Appendices A9A.1 and A9A.5 in the main report for more details.
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Figure 9.2 Estimates of ethnic parity in employment outcomes for
NDLP participants living in the 272 disadvantaged
group wards

013 - Raw differences 013 - Ethnic parity
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001 A 001
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Absolute parities. Ethnic minority group: Ethnic minorities; Client group: NDLP; Gender: Females; District: Ward 272

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in employment between
Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent
level. O

Medium circles indicate differences that are significant at the 5 per cent
level. o

Small circles indicate differences that are significant at the 10 per cent
level. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 ***indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

A summary of the reliable estimates of ethnic parity in benefit receipt can be
found in Table 9.5. Here, the findings are fairly evenly split between not rejecting
parity (15 groups) and there being an ethnic penalty (11 groups).
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Table 9.5 NDLP: reliable estimates of ethnic parity in benefit
receipt for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Males in Great Britain Any and females in None
Females in Black Country Birmingham
Any and females in City and Any and females in London
East London Any and females in
Any and females in Central Manchester
London Females in Great Britain
Any and females in North East excluding six cities
London Females in Birmingham and
Females in North London Solihull
Any and females in Brent, Any in Black Country
Harrow and Hillingdon Any and females in South
Any and females in South East London
London
Any and females in West
London

Note: This table summarises the reliable benefit receipt estimates in Chapter 9, Table 9.3 of the
main report.

The results in terms of benefit receipt — albeit unreliable — of a significant penalty
for Ethnic Minorities overall are replicated in many of the (larger) regions for
which results are available. For example, Ethnic Minorities living in Manchester are
between 7.3 and 11.1 percentage points (13.2 to 20.4 per cent) more likely to be
claiming benefits than their matched White counterparts.

Duration analysis has been carried out on NDLP claimants living in Manchester,
the results for which are shown in Figure 9.3.7%? On the basis of the raw results,
there is evidence of a large increase in the rate at which White NDLP claimants
leave benefits at the end of the first month following entry to the programme,
after which both Ethnic Minorities and Whites seem to exit benefits at roughly
the same rate. Once the White sample has been reweighted, this period of rapid
exit remains (at the end of the first month), after which the rate at which White
individuals leave benefits slows considerably (allowing Ethnic Minorities to catch
up slightly), before speeding up again towards the end of the year following
inflow. This pattern gives rise to an ethnic penalty of 21 days, on average, over
the period in question, i.e. it takes Ethnic Minority customers 21 days longer to
leave benefits, on average, than comparable White customers.

162 See Appendices A9A.10 and A9B.10 for more details.
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Figure 9.3 Duration analysis of benefit receipt for NDLP
participants living in Manchester
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Ethnic minority group: Ethnic minorities; Client group: NDLP; Gender: Any; District: City Manchester

Notes:

1. The x-axis shows the number of days since entering the sample.

2. The y-axis shows the proportion of Ethnic Minority and White claimants
yet to leave benefits.

3. *** indicates that the mean difference between the White and ethnic
minority subgroups is significant at the 1 per cent level.
** indicates that the mean difference between the White and ethnic
minority subgroups is significant at the 5 per cent level.
* indicates that the mean difference between the White and ethnic
minority subgroups is significant at the 10 per cent level.

To summarise, the significant (though unreliable) ethnic penalties in employment
and benefit outcomes for Ethnic Minorities overall are reliably replicated in some
of the largest subgroups for NDLP. For other subgroups, however, one cannot

reject the finding of ethnic parity in both employment and benefit receipt.

9.3.2 Black Ethnic Minorities

For Black Ethnic Minorities, there are a possible 39 groups to consider. Table 9.6
summarises the reliable employment estimates, which are obtained for 15 of
those 39 groups. It is clear from the table that the predominant finding is that
ethnic parity cannot be rejected, although for three groups there are findings that

replicate the overall (unreliable) finding of employment penalty.
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Table 9.6 NDLP: reliable estimates of ethnic parity in employment
outcomes for individuals of Black ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Black: Black African: None
Any and females in Great Females in Great Britain
Britain excluding six cities Other Black:
Any and females in North Any and females in London
London
Any in Brent, Harrow and
Hillingdon
Any and females in South East
London

Black Caribbean:

Any and females in Great
Britain excluding six cities

Black African:
Females in 272 wards
Other Black:

Any and females in Great
Britain

Note: This table summarises the reliable employment estimates in Chapter 9, Table 9.4 of the
main report.

The reliable estimates of ethnic parity in benefit receipt are summarised in Table
9.7. Similarly to Ethnic Minorities overall, the groups are evenly split between
not rejecting ethnic parity (13 groups) and finding an ethnic penalty (15 groups).
Again, the finding of an ethnic penalty arises for some of the larger subgroups,
such as any and females living in the 272 disadvantaged group wards.'3

163 See Appendices A9A.1, A9A.38 and A9A.39 in the main report.
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Table 9.7 NDLP: reliable estimates of ethnic parity in benefit
receipt for individuals of Black ethnic origin (compared
with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Black: Black: None
Any and females in London  Any and females in 272 wards
Any and females in North Any and females in Great
London Britain excluding six cities
Any in Brent, Harrow and Any and females in City and
Hillingdon East London
Any and females in South East Black Caribbean:
Lond.on Females in Great Britain
Black Caribbean: Any and females in 272 wards
Any and females in London Any and females in Great
Black African: Britain excluding six cities
Any and females in 272 wards Other Black:
Any and females in London Any and females in Great
Britain

Any and females in London

Note: This table summarises the reliable benefit receipt estimates in Chapter 9, Table 9.4 of the
main report.

9.3.3 Asian Ethnic Minorities

For Asian Ethnic Minorities entering NDLP during 2003, for 15 of the possible 17
groups there are reliable estimates for employment outcomes (see Table 9.8) and
for 15 of the possible 17 groups there are reliable estimates for benefit receipt
outcomes (see Table 9.9). For both of these outcomes, the predominant finding
is of an ethnic penalty. These findings support the (unreliable) overall results for
Great Britain.
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Table 9.8 NDLP: reliable estimates of ethnic parity in employment
outcomes for individuals of Asian ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Asian: Asian: None
Any in London Any and females in Great

Females in London

Any in Great Britain Any and females in Great

Pakistani and Bangladeshi: Britain excluding six cities
Any in Great Britain excluding Indian:
six cities

Females in Great Britain
Pakistani and Bangladeshi:
Any and females in Great
Britain
Any and females in 272 wards
Pakistani:

Any and females in Great
Britain

Note: This table summarises the reliable employment estimates in Chapter 9, Table 9.5 of the
main report.

Table 9.9 NDLP: reliable estimates of ethnic parity in benefit
receipt for individuals of Asian ethnic origin (compared
with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Asian: Asian: None

Any and females in Great Any and females in Great
Britain excluding six cities Britain

Pakistani and Bangladeshi: ~ Any and females in London
Females in 272 wards Indian:

Any in Great Britain excluding Any and females in Great
six cities Britain

Pakistani and Bangladeshi:
Any and females in Great
Britain
Any in 272 wards
Pakistani:

Any and females in Great
Britain

Note: This table summarises the reliable benefit receipt estimates in Chapter 9, Table 9.5 of the
main report.
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Figure 9.4 provides estimates of ethnic parity in employment outcomes for all
Asian NDLP participants living in Great Britain.'®* Once the White sample has been
reweighted, evidence of a significant ethnic penalty remains, ranging from 3.3
to 4.2 percentage points (7.7 to 12.3 per cent),'® such that Asian individuals
are significantly less likely (than comparable White NDLP participants) to be in
employment in most months of the year following inflow. Simple regression
techniques (both OLS and FILM) are able to replicate these findings.'®®

Figure 9.4 Estimates of ethnic parity in employment outcomes for
Asian NDLP participants
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Notes: See notes to Figure 9.2.

9.3.4 Mixed, Chinese and other Ethnic Minorities

A summary of the reliable estimates of ethnic parity in terms of employment
outcomes (benefit receipt) for NDLP participants of Mixed, Chinese or other ethnic
origin is shown in Table 9.10 (Table 9.11). All of the 20 subgroups with large
enough sample sizes produce reliable estimates for employment and 19 of the 20
possible subgroups produce reliable estimates for benefit receipts. As can be seen
from the tables, for these subgroups, the predominant finding is of not rejecting
ethnic parity for both outcomes, although for Mixed, Chinese and other Ethnic
Minorities as a whole there is evidence of an ethnic penalty in both outcomes. This
suggests that for a number of subgroups, the inability to reject ethnic parity may
be due to small sample sizes.

164 See Appendix A9A.75 for more details.

165 These ranges exclude the months in which the penalty is significant at only
the ten per cent level (where it is at its smallest).

16 Table A9.75.2 in Appendix A9A.75 for more details.
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Table 9.10 NDLP: reliable estimates of ethnic parity in employment
outcomes for individuals of Mixed, Chinese or other
ethnic origin (compared with Whites)

Ethnic parity

Ethnic penalty Ethnic premium

Mixed, Chinese and other:

Females in Great Britain
Females in 272 wards
Any and females in London
Any and females in Great
Britain excluding six cities
Mixed:

Any and females in Great
Britain
Any and females in 272 wards
Any and females in London
Any and females in Great
Britain excluding six cities
Other:

Any and females in London

Mixed, Chinese and other: None

Any in Great Britain
Any in 272 wards

Other:

Any and females in Great
Britain

Note: This table summarises the reliable employment estimates in Chapter 9, Table 9.6 of the

main report.

Table 9.11 NDLP: reliable estimates of ethnic parity in benefit
receipt for individuals of Mixed, Chinese or other ethnic
origin (compared with Whites)

Ethnic parity

Ethnic penalty Ethnic premium

Mixed, Chinese and Other:

Any and females in London
Females in Great Britain
excluding six cities
Mixed:

Any and females in 272 wards
Any and females in London
Any and females in Great
Britain excluding six cities
Other:

Any and females in Great
Britain
Any in London

Mixed, Chinese and Other:

None

Any and females in Great
Britain

Any and females in 272 wards

Mixed:
Any and females in Great
Britain
Other:
Females in London

Note: This table summarises the reliable benefit receipt estimates in Chapter 9, Table 9.6 of the

main report.
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9.4 Summary of findings and policy implications

For Jobcentre Plus customers who entered the NDLP during 2003:

e A significant penalty is found in terms of employment outcomes and benefit
receipt for Ethnic Minorities living in Great Britain. These results cannot be relied
upon, however, as labour market history variables and several district-level
dummies remain unbalanced after matching.

Women make up 95 per cent of the Ethnic Minority NDLP sample, so it is
unsurprising that their results mirror those for Ethnic Minorities overall (although
again these are unreliable).

The overall results for Ethnic Minorities are replicated in many of the smaller
regions under analysis, including large groups such as women living in the 272
disadvantaged group wards (who make up 44 per cent of the Ethnic Minority
NDLP sample).

A few reliable results are available for individuals of Black ethnic origin. Where
estimates can be relied upon, they generally cannot reject the finding of ethnic
parity in employment outcomes. For benefit receipt, the groups are evenly split
between not rejecting ethnic parity and finding an ethnic penalty.

The results for individuals of Asian ethnic origin mirror those for Ethnic Minorities
overall, i.e. there is a significant ethnic penalty in both outcomes.

For individuals of Mixed, Chinese or other ethnic origin, the overall results
find evidence of ethnic penalties in employment and benefit outcomes, but
subgroup analysis generally finds that ethnic parity cannot be rejected for both
outcomes.

The fact that the overall penalty (for Ethnic Minority customers who started
the programme in 2003) is confirmed by many of the ethnic subgroups and
in many of the Jobcentre Plus districts under consideration indicates that this
penalty is not necessarily entirely driven by matching dissimilar individuals across
districts.

The Department for Work and Pensions (DWP) should pay close attention to
Ethnic Minorities (particularly those living in the 272 disadvantaged group wards
and customers of Asian ethnic origin) who join the NDLP programme, as they
do not appear to benefit from the services on offer in the same way that White
customers do. This difference could be due to:

— discrimination by local employers (for example, by interviewing fewer Ethnic
Minority customers for a given job vacancy);

— White NDLP participants facing fewer barriers to work than Ethnic Minority
customers (for example, in terms of access to informal childcare).

On the basis of the evidence here, it is not possible to say which of these points
apply and the list is not exhaustive.
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10 Ethnic parity in New Deal
for 25 plus

10.1 Introduction

The estimates of ethnic parity in New Deal for individuals aged 25 plus (ND25+)
are based on individuals who entered the programme in 2003. Estimates are then
derived for the sample disaggregated by gender, geography and ethnic group
(where possible): there are 127 groups in total.

10.2  Description of the New Deal for 25 plus sample

Table 10.1 shows that over 95,000 individuals joined ND25+ in 2003, of whom 83
per cent were men. Around 83 per cent of participants were from a White ethnic
background, 14 per cent from an Ethnic Minority background and three per cent
were of unknown ethnic origin. Of the Ethnic Minority sample, 46 per cent are
of Black ethnic origin (of which 51 per cent are Black Caribbean and 37 per cent
are Black African), 28 per cent are of Asian ethnic origin (of which 39 per cent are
Pakistani and 35 per cent are Indian) and 26 per cent are of some other ethnic
origin.
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Table 10.1 Ethnic breakdown of ND25+ sample

All Males Females
Ethnic subgroup % Number % Number % Number
White 82.9 78,860 83.1 65,420 81.9 13,440
Ethnic Minority 13.7 13,080 13.5 10,660 14.7 2,420
Black 6.4 6,080 6.3 4,940 7.0 1,160
Caribbean 3.3 3,100 3.3 2,580 3.2 520
African 2.4 2,260 2.3 1,780 2.9 480
Other 0.8 720 0.7 580 0.9 140
Asian 3.8 3,620 3.8 2,960 4.0 660
Indian 1.3 1,280 1.2 940 2.1 360
Pakistani 1.5 1,420 1.6 1,240 1.2 200
Bangladeshi 0.4 400 0.5 360 0.2 40
Other 0.5 500 0.5 420 0.5 80
Other 3.5 3,360 3.5 2,760 3.6 600
Mixed 0.8 760 0.8 620 0.9 160
Chinese 0.2 240 0.2 180 0.4 60
Other ethnic group 2.5 2,360 2.5 1,980 2.4 380
Unknown 3.3 3,180 3.3 2,620 3.4 560
All 100 95,120 100 78,700 100 16,420

Figure 10.1 illustrates the observed raw employment and benefit outcomes for
all Ethnic Minorities and Whites in the ND25+ sample over an 18-month period,
starting six months before entry. Differences in outcomes between the two groups
represent raw estimates of ethnic parity. A person is classified as being employed
or on benefit in a particular month if they were employed or on benefit for at
least 15 of the previous 30 days.’®” An individual is classified as being in sustained
employment if they have been continuously employed for the past three months
(90 days).

67 Note that although most individuals who join ND25+ will be on JSA at the
time of entry, some early entrants may not be; hence, at the time of inflow,
the proportion claiming benefits is less than one.



Ethnic parity in New Deal for 25 plus

175

Figure 10.1 Labour market status over time for unmatched ND25+
sample
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2. The y-axis shows the proportion of the sample employed, sustainably
employed or on benefit.

\\\\\\\\\\\\\\\\\\

5-4-3-2-1012 3 456 7 8 9101112

— — — Ethnic minorities

Whites

Figure 10.1 shows that there are small differences in the raw employment and
sustainable employment'®® outcomes of the two groups both before and after
entering ND25+ and these differences are only sometimes significant.’®® In the
months leading up to programme entry, a greater proportion of Ethnic Minorities
than Whites are claiming benefits. At the point of inflow, these proportions have
equalised, and in the first month after joining ND25+, approximately 97 per cent
of individuals have been on benefit for at least 15 of the previous 30 days (both
Whites and Ethnic Minorities). Twelve months after joining ND25+, around 59 per

8 A finding of ethnic parity, penalty or premium tends to be consistent
across employment and sustained employment outcomes for a particular
subgroup. In this summary report, therefore, only employment outcomes
will be discussed. Interested readers can refer to Chapter 10 of the main
report for full details of the sustained employment outcomes.

%9 Note that the significance of raw differences in outcomes is only assessed in
the 12 months after joining ND25+ (not in the six months beforehand). See
Table A10.1.4 in Appendix A10A.1 for details.
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cent of Ethnic Minorities and 63 per cent of Whites are still claiming benefits. This
suggests that there is an ethnic premium with respect to benefit receipt.

However, it is clear that Whites and Ethnic Minorities in the ND25+ sample are
very different in terms of a number of observed pre-programme characteristics
and that these differences are likely to affect estimates of ethnic parity.'° Table
10.2 makes comparisons between a number of broad ethnic groupings across a
range of key background characteristics and outcome variables.

Ethnic minorities as a whole are more likely (than Whites) to be female, to be
younger, to be married/cohabiting and to have participated in a voluntary
programme and are less likely to be on Incapacity Benefit (IB) and to have a basic
skills need. On average, they have also spent a larger proportion of time on benefits
(and a smaller proportion of time in employment) before inflow.

There is also significant variation within the Ethnic Minority sample (compared
with Whites). For example, ND25+ participants of Black ethnic origin are much
less likely to be married/cohabiting than Whites, whilst those of Asian ethnic
origin are much more likely to be married/cohabiting than Whites. This highlights
the importance of considering ethnic parity measures at both the broad and more
disaggregated levels.

This chapter will now proceed as follows: Section 10.3 considers ethnic parity
measures for the Ethnic Minority sample as a whole and then for the more
disaggregated ethnic groupings; in all cases, samples are broken down by gender
and geography (where possible). Section 10.4 concludes and provides some brief
policy implications.

170 See Table A10.1.1 in Appendix AT0A.1 for full details of the ways in which
Whites and Ethnic Minorities differ.
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10.3  Estimates of ethnic parity for New Deal for 25 plus

10.3.1  All Ethnic Minorities

The raw ethnic parity estimates (discussed in Section 10.2) suggest that there is a
small ethnic penalty in employment and an ethnic premium in benefit outcomes
for all Ethnic Minority ND25+ participants living in Great Britain. These estimates
(for months 3, 6, 9 and 12 after entering the programme) are replicated in
Column 1 of Table 10.3. Columns 2 to 6 of the table provide additional estimates
using ordinary least squares (OLS), fully interacted linear matching (FILM), kernel
matching and difference-in-differences ((DiD); two methods, described in Section
2.5.5) respectively.’

71 These estimates can be found in Tables A10.1.2 in Appendix AT0A of the
main report. The DiD estimates come from Table A12A.58 in Appendix A12A
of the main report.



179

ty in New Deal for 25 plus

ic pari

Ethn

"[9A9] ouedIIUbIS 1UD 4ad G Byl 1B padue|equN UleWAJ S91e1ieA0D AA ‘Buiydlew Jsle usAs 1eyl suesw (AK)Hn
'(SS9| 10 G6 9q SAeme [|IM XX 3laym) 1oddns uowwod 0} 150| sem ajdules AjJoul|A DUy Syl 4O 1USD Jad XX 1Byl sueaw (xx)SD

:uwinjod Bulydlew [auIdy Uj Z

"90UBDIHIUDIS JO [9A3] 1UD 4ad | 1E 3|dwes SHYAA JO) Uesw BuIpuodsaliod WO JUIDLIP AjJuedijiubis S uesw 1eyl S91edIpul
"90UBDIHIUDIS JO [9A9] 1UD J4ad G 18 3jdwes 31IYAA 404 uesw buipuodsaiiod wol) 1UISIP Auedijiubis SI ueaw 1Byl S91eDIPUI «

"90UBDIHIUDIS JO [9A9] 1UD J4ad | 18 3jdwes 31IYAA JO4 uesw Buipuodsaliod WOl JUBISHIP Apuedijiubis S uesul 18yl S91eDIPUI « x x "l

:S910N
%9'L S9UYANA
%EE S9ljIouIlW DIUYylg

:A01s1y 913dwodul
03} anp 150| a|dwes }o abejuadiag

(L?)2N(0)SD Buiydrew [auiay Jo Aujiqelay
L'l L'l seiq ueipay
098'8/ SAUYM — N
080'€ S3NLOUIA dIUYi3 — N
«110°0- S00°0- «x120°0- «xE10°0— «x+E£C0°0~ «xx0V0"0- Z1 Yluow Ui 1Jausq uQ
£00°0- 200°0- «910°0- 9000~ «xxG10°0~ «x%GEO O~ 6 YIUOW U1 11J3udq UQ
100'0— S00°0- €10°0- 7000~ 800°0- «xxCE0°0- 9 YIuow U1 11Jausaq uQ
€000 2000 £00°0- 100°0— 200°0- «xxE10°0- € UIUOW Ul 11j2uaq UQ
1000 £00°0- «xx0€0°0 «xx¥10°0 «¥x910°0 000~ Z1 Yiuow ui pakojdw
900°0~ 8000~ «xx220°0 5000 «x110°0 «L00°0~ 6 Yiuow ui pafojduw3
800°0~ S00°0- «x[10°0 2000 £00°0 «xx210°0- 9 Yiuow uy pakojdw3
«x010°0- ¥00'0— 5000 7000~ ¥00°0 «x800°0- € Yruow ul pafojduwg
1I\%

(ebesane) (z1-) aia buiydew W1 s10 Mey

aia [outa)}

spoylaw Jo uosuedwod — uiellug 3eain) ul BUlAl] SS1IOUIIAl dIUY}] ||e 10} sajewnlsd Ayued :+GzadN €°0L d]9el



180

Ethnic parity in New Deal for 25 plus

All the regression-based methods suggest that there is an overall ethnic premium
in employment and in benefit receipt. The DiD methods suggest employment
parity or penalty and benefit receipt parity or premium. The preferred propensity
score matching method estimates, however, are unreliable, as 47 covariates remain
unbalanced after matching. This suggests that for ND25+, it is simply impossible to
find a similar White group to the Ethnic Minority sample, even after reweighting.

Unreliable estimates also dominate when the sample is split into subgroups. But
within a number of Jobcentre Plus districts (15 out of a possible 36 groups), it
can be seen from Table 10.4 that reliable employment estimates are found that
suggest ethnic parity cannot be rejected (nine subgroups) or exhibit an ethnic
premium (six subgroups) in employment outcomes.

Table 10.4 ND25+: reliable estimates of ethnic parity in
employment outcomes for Ethnic Minorities (compared
with Whites)

Ethnic parity Ethnic penalty Ethnic premium

Females in Great Britain None Any and males in London
Females in London Any and males in Manchester
Any, males and females in Any and males in Greater
Great Britain excluding six Manchester Central

cities

Any and males in North

London

Any and males in South

London

Note: This table summarises the reliable employment estimates in Chapter 10, Table 10.3 of the
main report.

Figure 10.2 shows the results for females in Great Britain. The results for women are
reliable (as only 18 covariates remain unbalanced after matching, compared with
47 for the sample as a whole) but should be taken as evidence of an insignificant
premium rather than of genuine ethnic parity. Both OLS and FILM confirm this
finding of an insignificant premium.'”?

72 See Table A10.3.2 in Appendix A10A.3 for more details.
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Figure 10.2 Estimates of ethnic parity in employment outcomes
for female ND25+ participants
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Absolute parities. Ethnic minority group: Ethnic minorities; Client group: ND25+; Gender: Females; District: All

Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in employment between
Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent
level. O

Medium circles indicate differences that are significant at the 5 per cent
level. o

Small circles indicate differences that are significant at the 10 per cent
level. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 ***indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

A summary of the findings for the 17 groups for which reliable estimates of ethnic
parity in benefit receipt can be found is shown in Table 10.5. Here the predominant
finding is of not rejecting ethnic parity, in contrast to the overall unreliable finding
of an ethnic premium. However, there are three groups for which a reliable finding
of an ethnic premium is found and these include any in Great Britain excluding the
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six cities with the highest Ethnic Minority populations, which represents about 26
per cent of the total Ethnic Minority ND25+ population.'”

Table 10.5 ND25+: reliable estimates of ethnic parity in benefit
receipt for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Females in Great Britain Any and males in North Any and males in Great Britain
Any in 272 wards London excluding six cities
Any, males and females in Males in North London
London

Any and males in Manchester
Females in Great Britain
excluding six cities
Any and males in Greater
Manchester Central
Any and males in South
London

Note: This table summarises the reliable benefit estimates in Chapter 10, Table 10.3 of the main
report.

The results for this subgroup are given in Figure 10.3, which shows that there is only
a significant premium in the last three months (where the premium averages about
3.3 percentage points or 5.4 per cent). Both OLS and FILM tend to underestimate
the magnitude of the premium.'*

173 See Tables AT0A.1 and A10A.13 in Appendix A10A of the main report.
74 See Table A10.13.2 in Appendix A10A for more details.
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Figure 10.3 Estimates of ethnic parity in benefit receipt for
ND25+ participants living in Great Britain excluding
the six cities with the highest Ethnic Minority
populations
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Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to
0) and the 12 months after (x=1 to 12).

2 The y-axis shows the difference in the proportions in receipt of benefit
between Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

4 Large circles indicate differences that are significant at the 1 per cent level.
Insert drawing of large circle. O

Medium circles indicate differences that are significant at the 5 per cent
level. Insert drawing of medium circle. o

Small circles indicate differences that are significant at the 10 per cent
level. Insert drawing of small circle. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

5 *** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

10.3.2 Black Ethnic Minorities

Tables 10.6 and 10.7 summarise the employment and benefit results respectively
for 42 subgroups of the Black ND25+ sample, split according to gender and
geography. From Table 10.6, it is clear that reliable employment estimates are only
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found for 14 of the 42 groups. Among these 14 groups, the predominant finding
is not rejecting ethnic parity in employment outcomes.

Table 10.6 ND25+: reliable estimates of ethnic parity in
employment outcomes for individuals of Black ethnic
origin (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Black: None Black:
Males in London Males in Great Britain
Any in Great Britain excluding excluding six cities
six cities

Black Caribbean:

Males and females in Great
Britain
Any and males in 272 wards
Any, males and females in
London
Any and males in Great Britain
excluding six cities

Other Black:
Any and males in Great Britain

Note: This table summarises the reliable employment estimates in Chapter 10, Table 10.4 of the
main report.

Table 10.7 ND25+: reliable estimates of ethnic parity in benefit
receipt for individuals of Black ethnic origin (compared
with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Black: Black: None
Females in Great Britain Any and males in Great Britain
Any in 272 wards excluding six cities
Any and males in London Black Caribbean:
Black Caribbean: Males in Great Britain
Females in Great Britain Any in Great Britain excluding
Any and males in 272 wards six cities
Any, males and females in Other Black:
London

Males in Great Britain Males in Great Britain

excluding six cities
Black African:
Males in Great Britain
Other Black:
Any in Great Britain

Note: This table summarises the reliable benefit receipt estimates in Chapter 10, Table 10.4 of
the main report.
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With benefit receipt, there are only 18 groups for which reliable results are found.
Whilst the predominant finding is again of not rejecting ethnic parity, there is also
evidence of an ethnic penalty for five relatively large groups.

Figure 10.4 provides estimates for one such subgroup — namely, Other Black
men.'”®

Figure 10.4 Estimates of ethnic parity in benefit receipt for other
Black male ND25+ participants
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Notes: See notes to Figure 10.3.

The raw results imply that there is no difference between the benefit receipt
rates of Other Black and White male ND25+ participants, either before or after
programme entry. Once the White sample is reweighted, however,'”® Other Black
men are more likely (than otherwise-identical White men) to be claiming benefits
from month 4 onwards, with the difference attaining significance (at conventional
levels) in the ninth month after inflow. This means that Other Black men are
between 10.9 and 12.1 percentage points (19.4 and 22.3 per cent) more likely
to be receiving benefits in the last four months of the year following programme
entry.”” Simple regression techniques (OLS and FILM) also predict significant
ethnic penalties, although of far smaller magnitude than the preferred matching
estimates suggest.'’®

175 See Appendix A10A.77 of the main report for more details.

176 Remember that the samples are likely to differ in ways other than the
proportion that are claiming benefits — see Table A10.77.1 in Appendix
A10A.77 for full details of the ways in which the samples differ.

771t should be noted that the percentage point and per cent differences
quoted in this section (and throughout the remainder of the chapter) do
not necessarily correspond to the same months; they are simply designed to
provide an indication of the spectrum of significant results.

78 See Table A10.77.2 in Appendix A10A.77 for more details.
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10.3.3  Asian Ethnic Minorities

For Asian Ethnic Minorities entering ND25+ during 2003, eight of the possible
28 groups have reliable estimates for employment outcomes (see Table 10.8) and
five of the possible 28 groups have reliable estimates for benefit receipt outcomes
(see Table 10.9). Hence, for Asian Ethnic Minorities, it is very difficult to find an
appropriate White group with which to compare them. For the few cases where
reliable estimates are found, ethnic parity cannot be rejected (for Asian and Indian
subgroups) or there is a premium (for Other Asian subgroups) in employment
outcomes, and there is an ethnic penalty (for Indian subgroups) or premium (for
Other Asian subgroups) in benefit outcomes.

Table 10.8 ND25+: reliable estimates of ethnic parity in
employment outcomes for individuals of Asian ethnic
origin (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Asian: None Other Asian:
Any, males and females in Any and males in Great Britain
Great Britain
Indian:

Any and males in Great Britain
Any in Great Britain excluding
six cities

Note: This table summarises the reliable employment estimates in Chapter 10, Table 10.5 of the
main report.

Table 10.9 ND25+: reliable estimates of ethnic parity in benefit
receipt for individuals of Asian ethnic origin (compared
with Whites)

Ethnic parity Ethnic penalty Ethnic premium

None Indian: Other Asian:

Any and males in Great Britain Any and males in Great Britain
Any in Great Britain excluding
six cities

Note: This table summarises the reliable benefit receipt estimates in Chapter 10, Table 10.5 of
the main report.

10.3.4 Mixed, Chinese and other Ethnic Minorities

A summary of the reliable estimates of ethnic parity in terms of employment
outcomes (benefit receipt) for ND25+ claimants of Mixed, Chinese or other ethnic
origin is shown in Table 10.10 (Table 10.11). Of the 21 subgroups with large
enough sample sizes, 17 produce reliable estimates for employment and benefit
receipts. As can be seen from the tables, for Mixed, Chinese and other Ethnic
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Minorities, the predominant finding is of an ethnic premium in both outcomes. For
employment, there are seven groups for which ethnic parity could not be rejected;
for benefit receipt, there are four groups for which parity could not be rejected
and three groups for which a penalty is found. For a number of subgroups, the
inability to reject ethnic parity may be due to small sample sizes.

Table 10.10 ND25+: reliable estimates of ethnic parity in
employment outcomes for individuals of Mixed,
Chinese or other ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other: None Mixed, Chinese and other:
Females in Great Britain Any and males in Great Britain
Any and females in London Males in London
Any and males in Great Britain Other ethnic group:
Anexicrlwug?ngtrsa:i(l_cclytrlwedson Any and males in Great Britain
y _ Any and males in 272 wards
Other ethnic group: Any and males in London
Any in Great Britain excluding Males in Great Britain
Six cities excluding six cities

Note: This table summarises the reliable employment estimates in Chapter 10, Table 10.6 of the
main report.

Table 10.11 ND25+: reliable estimates of ethnic parity in benefit
receipt for individuals of Mixed, Chinese or other
ethnic origin (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other:  Mixed, Chinese and other:  Mixed, Chinese and other:
Females in Great Britain Any and males in Great Britain Any and males in Great Britain
Females in London excluding six cities Any and males in London
Other ethnic group: Other ethnic group: Any in Central London
Males in 272 wards Any in Great Britain excluding Other ethnic group:
Males in Great Britain six cities Any and males in Great Britain
excluding six cities Any in 272 wards

Any and males in London

Note: This table summarises the reliable benefit receipt estimates in Chapter 10, Table 10.6 of
the main report.
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10.4  Summary of findings and policy implications

For Jobcentre Plus customers who entered ND25+ during 2003:

Forall Ethnic Minorities, thereis evidence of asignificant premium in employment
and benefit outcomes. These results cannot be relied upon, however, as 47
covariates — including many district-level dummies — remain unbalanced after
matching.

It is clear that the overall results are primarily driven by the outcomes for men
(who make up approximately 83 per cent of the sample). For women, there is
reliable evidence of ethnic parity (or at least no significant penalties or premiums)
in employment and benefit outcomes.

While significant and reliable premiums (particularly in employment outcomes)
are found for a number of smaller regional subgroups (mirroring the overall
results), the predominant finding for subgroups is of ethnic parity (or at least no
significant penalties or premiums) in employment and benefit receipt.

Few reliable results are available for Black ND25+ participants. Those that
there are show fewer premiums and more penalties than for Ethnic Minorities
overall.

There are very few reliable results for individuals of Asian ethnic origin, almost all
of which indicate ethnic parity (or at least no significant penalties or premiums)
in employment outcomes.

For individuals of Mixed, Chinese or other ethnic origin, most results are reliable,
and they tend to support the findings for Ethnic Minorities overall (of a significant
premium in employment and benefit outcomes), although some findings of an
ethnic penalty in benefit receipt are found.

Most of the evidence suggests that the ND25+ programme helps Ethnic
Minorities to obtain similar (or better) labour market outcomes than otherwise-
identical Whites. This indicates that the subgroups for which significant benefit
penalties are observed may be worthy of further investigation.
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11 Ethnic parity in New Deal
for Young People

11.1 Introduction

This chapter presents estimates of ethnic parity for all customers who entered
the New Deal for Young People (NDYP) programme in 2003. Estimates are then
derived for the sample disaggregated by gender, geography and ethnic group
(where possible): there are 222 subgroups in total.

11.2  Description of the New Deal for Young People
sample

Table 11.1 shows that over 158,000 customers entered NDYP in 2003, of whom
70 per cent were males. Approximately 80 per cent of the sample are from a
White ethnic background, 17 per cent are from an Ethnic Minority background
and four per cent are of unknown ethnic origin. Further disaggregation shows
that 6.5 per cent of the sample are of Black ethnic origin (of which 46 per cent
are Black Caribbean and 39 per cent are Black African), 6.8 per cent are of Asian
ethnic origin (of which 25 per cent are Indian and 49 per cent are Pakistani) and
3.8 per cent are of some non-Black, non-Asian ethnic origin.
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Table 11.1 Ethnic breakdown of NDYP sample

All Males Females
Ethnic subgroup % Number % Number % Number
White 79.5 126,000 80.4 89,860 77.3 36,140
Ethnic Minority 17.0 26,960 16.3 18,160 18.8 8,800
Black 6.5 10,260 6.3 7,020 7.0 3,260
Caribbean 3.0 4,740 3.1 3,480 2.7 1,260
African 2.5 3,980 2.2 2,500 32 1,480
Other 1.0 1,540 0.9 1,020 1.1 500
Asian 6.8 10,720 6.2 6,880 8.2 3,840
Indian 1.7 2,640 1.5 1,700 2.0 940
Pakistani 3.3 5,200 3.0 3,320 4.0 1,880
Bangladeshi 1.3 2,040 1.1 1,240 1.7 800
Other 0.5 840 0.6 620 0.4 220
Other 3.8 5,960 3.8 4,260 3.6 1,700
Mixed 1.3 2,060 1.2 1,380 1.4 680
Chinese 0.2 300 0.2 200 0.2 80
Other ethnic group 2.3 3,620 2.4 2,680 2.0 940
Unknown 3.5 5,500 3.3 3,680 3.9 1,820
All 100 158,440 100 111,700 100 46,760

Figure 11.1 illustrates the observed raw employment and benefit outcomes for
all Ethnic Minorities and Whites in the NDYP sample over an 18-month period,
starting six months before entry. Differences in outcomes between the two groups
represent raw estimates of ethnic parity. A person is classified as being employed
or on benefit in a particular month if they were employed or on benefit for at
least 15 of the previous 30 days. An individual is classified as being in sustained
employment if they have been continuously employed for the past three months
(90 days).
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Figure 11.1  Labour market status over time for unmatched NDYP
sample
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Notes:

1. The x-axis shows the six months before entry into the programme
(x==5 to 0) and the 12 months after (x=1 to 12).

2. The y-axis shows the proportion of the sample employed, sustainably
employed or on benefit.

Figure 11.1 shows that there are differences in the raw employment, sustained
employment'”® and benefit outcomes of the two groups after commencing NDYP.
In the later months, these gaps are always significant.

The proportion of individuals in employment increases over time, from 15.7 per
cent of Ethnic Minorities (and 16.0 per cent of Whites) in the first month after
starting NDYP to 31.4 per cent of Ethnic Minorities (and 34.4 per cent of Whites)
12 months later. Over the same period, the proportion of individuals on benefits
decreases from 92.6 per cent (of both Ethnic Minorities and Whites) to 44.2 per
cent of Ethnic Minorities (and 47.5 per cent of Whites).

79 A finding of ethnic parity, penalty or premium tends to be consistent
across employment and sustained employment outcomes for a particular
subgroup. In this summary report, therefore, only employment outcomes
will be discussed. Interested readers can refer to Chapter 11 of the main
report for full details of the sustained employment outcomes.
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These results suggest an ethnic penalty in employment outcomes and ethnic
premium in benefit receipt, i.e. that Ethnic Minorities in NDYP are less likely to be
employed and less likely to be on benefits than Whites.®

However, it is clear, that Whites and Ethnic Minorities in the NDYP sample are very
different in terms of a number of observed pre-programme characteristics and
that these differences are likely to affect estimates of ethnic parity.'®' Table 11.2
makes comparisons between a number of broad ethnic groupings across a range
of key background characteristics and outcome variables.

Ethnic minorities as a whole are more likely (than Whites) to be female, older,
married/cohabiting and not on Incapacity Benefit (IB); they are less likely to have a
basic skills need and they tend to live in higher unemployment areas. On average,
they have also spent a smaller proportion of time in employment and a greater
proportion on benefits before entering NDYP.

There is also significant variation within the Ethnic Minority sample (compared
with Whites). For example, NDYP participants of Asian ethnic origin are, on
average, significantly more likely to be married or cohabiting (than Whites), while
individuals of Black ethnic origin are significantly less likely to be. This highlights
the importance of considering ethnic parity measures at both the broad and more
disaggregated levels.

This chapter will now proceed as follows: Section 11.3 considers ethnic parity
measures for the Ethnic Minority sample as a whole and then for the more
disaggregated ethnic groupings; in all cases, samples are broken down by gender
and geography (where possible). Section 11.4 concludes and provides some brief
policy implications.

180 See Table A11.1.4 in Appendix A11A.1 of the main report for more details.

81 See Table A11.1.1 in Appendix AT1A.1 of the main report for more details
on the ways in which Ethnic Minorities differ from Whites.
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11.3  Estimates of ethnic parity for New Deal for Young
People

11.3.1 All Ethnic Minorities

The raw ethnic parity estimates (discussed in Section 11.2) suggest that there is an
ethnic penalty in employment outcomes and an ethnic premium in benefit receipt
for all Ethnic Minority NDYP participants living in Great Britain. These estimates
(for months 3, 6, 9 and 12 after entering the programme) are replicated in
Column 1 of Table 11.3. Columns 2 to 6 of the table additionally provide estimates
using ordinary least squares (OLS), fully interacted linear matching (FILM), kernel
matching and difference-in-differences ((DiD); two methods, described in Section
2.5.5) respectively.'®?

The OLS, FILM and DiD estimates all suggest that there is an ethnic penalty in
employment and benefit outcomes for NDYP customers. However, whilst the
preferred matching estimator also finds a penalty in benefit outcomes, it suggests
that there is a premium in employment outcomes. Moreover, the magnitudes
of the ethnic penalties in employment and benefit outcomes vary a lot across
different methods.

As discussed in Section 2.6, however, this report relies on the diagnostic tests
provided by the matching method to assess the reliability of these estimates. For
NDYP, the Ethnic Minority and White samples entering the programme differed
significantly across 79 background characteristics, casting severe doubt over the
comparability of the two groups (and hence, on all the estimates described in
Table 11.3).

This suggests that for NDYP, it is simply impossible to find a similar comparable
White group to the Ethnic Minority sample, even after reweighting. The preferred
matching estimates suggest that there is an ethnic premium in employment
outcomes and an ethnic penalty in benefit receipt but these results are unlikely to
be reliable.’® All of the other methods (OLS, FILM and DiD) estimate that there is
an ethnic penalty in employment outcomes, the magnitude of which varies a lot,
and a larger ethnic penalty in benefit outcomes. But again, there is a large amount
of doubt about whether the assumptions underlying these models are appropriate
and there are no equivalent diagnostics for these methods to assess whether the
assumptions required to produce unbiased results hold.

82 These estimates can be found in Table A11.1.2 in Appendix A11A of the
main report. The DiD estimates come from Table A12A.70 in Appendix A12A
of the main report.

'8 The median bias is smaller for the propensity score matching estimates than

for the raw estimates, but other diagnostics suggest that matching has not
been fully successful.
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Unreliable estimates dominate when the sample is split by all possible subgroups,
as shown in Table 11.4. There are only six groups out of a possible 59 for which
there are reliable employment estimates. These find either that ethnic parity could
not be rejected (three groups) or an ethnic premium (three groups) in employment
outcomes.

Table 11.4 NDYP: reliable estimates of ethnic parity in employment
outcomes for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Females in Great Britain None Males in Great Britain
excluding six cities excluding six cities
Any and males in Greater Any in Leicestershire
Manchester Central Any in Berkshire, Bucks and

Oxfordshire

Note: This table summarises the reliable employment estimates found in Chapter 11, Table 11.3
of the main report.

Figure 11.2 illustrates the findings for one group for which an ethnic premium in
employment outcomes was found. Both the raw and matched figures show an
ethnic premium for Ethnic Minorities in the Jobcentre Plus district of Leicestershire,
although the preferred matching estimates are significantly larger than the raw
estimates in most months. '8

8 See Table A11.34.4 in Appendix A11A.34.
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Figure 11.2  Estimates of ethnic parity in employment outcomes
for NDYP participants living in Leicestershire

Raw differences
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0) and the 12 months after (x=1 to 12).

Ethnic Minority and White participants.

Ethnic parity

0.096* 0.136** 0.117** 0.096*
| | | |

5.4-3-2-10123456789101112

Absolute parities. Ethnic minority group: EthnicMinorities; Client group: NDYP; Gender: Any; District: Leicestershire

1 The x-axis shows the six months before entry into the programme (x=-5 to

2 The y-axis shows the difference in the proportions in employment between

3 The vertical line shows the time that clients enter the programme.

Large circles indicate differences that are significant at the 1 per cent
level. O

Medium circles indicate differences that are significant at the 5 per cent
level. o

Small circles indicate differences that are significant at the 10 per cent
level. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

***indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

Table 11.5 shows reliable estimates are only found for four of the possible 59
groups for benefit receipt outcomes. These are evenly split between not rejecting
parity (two groups) and an ethnic penalty (two groups) in benefit receipt.
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Table 11.5 NDYP: reliable estimates of ethnic parity in benefit
receipt for Ethnic Minorities (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Males in Great Britain Any and males in Greater None
excluding six cities Manchester Central

Any in Berkshire, Bucks and
Oxfordshire

Note: This table summarises the reliable benefit receipt estimates found in Chapter 11, Table
11.3 of the main report.

One group for which an ethnic penalty in benefit receipt was found was all
customers in the Jobcentre Plus district of Greater Manchester Central. Figure
11.3 illustrates that matching turns the raw estimate of benefit receipt parity into
a significant penalty. By month 12, the proportion of Ethnic Minorities on benefits
is 34 per cent higher than that of the matched White group.
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Figure 11.3  Estimates of ethnic parity in benefit receipt for NDYP

participants living in Greater Manchester Central
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Absolute parities. Ethnic minority group: EthnicMinorities; Client group: NDYP; Gender: Any; District: GreaterManchesterCentral
Notes:

1 The x-axis shows the six months before entry into the programme (x=-5 to

0) and the 12 months after (x=1 to 12).

The y-axis shows the difference in the proportions in receipt of benefit
between Ethnic Minority and White participants.

3 The vertical line shows the time that clients enter the programme.

Large circles indicate differences that are significant at the 1 per cent level.
Insert drawing of large circle. O

Medium circles indicate differences that are significant at the 5 per cent
level. Insert drawing of medium circle. o

Small circles indicate differences that are significant at the 10 per cent
level. Insert drawing of small circle. o

The absence of circles shows that the finding of ethnic parity cannot be
rejected.

*** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 1 per cent level.

** indicates that the mean difference between the White and Ethnic
Minority subgroups is significant at the 5 per cent level.

* indicates that the mean difference between the White and Ethnic Minority
subgroups is significant at the 10 per cent level.

11.3.2 Black Ethnic Minorities

For all NDYP participants of Black ethnic origin in Great Britain, there are unreliable
estimates of an ethnic premium in employment and an ethnic penalty in benefit
receipt (as was found for all Ethnic Minorities).' Tables 11.6 and 11.7 summarise

185

See Table A.73 in the Appendix to this summary.
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the reliable employment and benefit results respectively for 66 subgroups of the
Black NDYP sample, split according to gender and geography.

Table 11.6 shows that reliable employment estimates are found for 29 of the
66 subgroups. The predominant finding amongst them is of not rejecting ethnic
parity in employment outcomes (18 groups) but there is also evidence of ethnic
penalties (eight groups) and ethnic premiums (three groups).

Table 11.6 NDYP: reliable estimates of ethnic parity in employment
outcomes for individuals of Black ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Black: Black: Black Caribbean:
Any and females in London Males in Birmingham Females in Great Britain
Any, males and femalesin ~ Any and males in Birmingham Black African:
Great Bntam_excludmg Six and Solihull Any and males in Great Britain
crties Black Caribbean:
Black Caribbean: Males in Great Britain
Any in Great Britain Females in London
Any, males and femalesin ~ Any and males in Great Britain
272 wards excluding six cities
Any and males in Birmingham Any in Birmingham and
Any and males in London Solihull
Males in Birmingham and
Solihull

Black African:
Females in Great Britain
Other Black:

Any, males and females in
Great Britain

Note: This table summarises the reliable employment estimates found in Chapter 11, Table 11.4
of the main report.

Figure 11.4 considers this evidence of parity in employment outcomes for males of
Black Caribbean origin in the 272 disadvantaged group wards. It shows that after
reweighting the White sample, there is evidence of parity (or a non-significant
premium), turning over the raw estimate of an ethnic penalty in employment.'

8 See Table A11.93.4 in Appendix AT1A.93 of the main report for more
details.
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Figure 11.4 Estimates of ethnic parity in employment outcomes
for Black Caribbean male NDYP participants living in
the 272 disadvantaged group wards

Raw differences 0.09 - Ethnic parity
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Notes: See notes to Figure 11.2.

Table 11.7 shows that with benefit receipt, there are 29 groups for which reliable
results are found. The predominant finding is of an ethnic penalty (22 groups) but
ethnic parity cannot be rejected in seven cases.
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Table 11.7 NDYP: reliable estimates of ethnic parity in benefit
receipt for individuals of Black ethnic origin (compared
with Whites)

Ethnic parity

Ethnic penalty Ethnic premium

Black:

Males in Birmingham and
Solihull

Black Caribbean:

Any, males and females in
272 wards
Males in Birmingham
Females in London
Males in Birmingham and
Solihull

Black: None

Any and males in Birmingham
Any and females in London
Any, males and females in
Great Britain excluding six
cities
Any in Birmingham and
Solihull

Black Caribbean:

Any, males and females in
Great Britain

Any in Birmingham

Any and males in London

Any and males in Great Britain
excluding six cities
Any in Birmingham and
Solihull

Black African:

Males in Great Britain
Any and males in Great Britain
excluding six cities
Other Black:

Any and males in Great Britain

Note: This table summarises the reliable benefit receipt estimates found in Chapter 11, Table

11.4 of the main report.

Figure 11.5 shows one of the subgroups for which an ethnic penalty is found
— Black Ethnic Minorities in Great Britain excluding the six cities with the highest
Ethnic Minority populations. The figure illustrates that for this group, both the
raw and matched estimates find evidence of an ethnic penalty in benefit receipt,
although the matched estimates are marginally larger.'®

87 See Table A11.71.4 in Appendix AT1A.71 of the main report for more
details.
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Figure 11.5 Estimate of ethnic parity in benefit receipt for Black
NDYP participants living in Great Britain excluding
the six cities with the highest Ethnic Minority

populations
Raw differences Ethnic parity
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Notes: See notes to Figure 11.3.

11.3.3  Asian Ethnic Minorities

For Asian Ethnic Minorities entering NDYP during 2003, for four of the possible 59
groups there are reliable estimates for employment outcomes (see Table 11.8) and
benefit receipt outcomes (see Table 11.9). Hence, for Asian Ethnic Minorities, it is
very difficult to find an appropriate White group with which to compare them. For
a lot of the groups (Pakistani, Bangladeshi and Indian groups in particular), there
are problems with common support: in order to get reliable estimates, a large
proportion of the Ethnic Minority sample has to be thrown away. Those excluded
tend to be more disadvantaged, particularly in terms of pre-programme labour
market outcomes.'®®

Table 11.8 NDYP: reliable estimates of ethnic parity in employment
outcomes for individuals of Asian ethnic origin
(compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Indian: None Other Asian:
Any and males in Great Britain Any in Great Britain
Other Asian:

Any in London

Note: This table summarises the reliable employment estimates found in Chapter 11, Table 11.5
of the main report.

18 See Chapter 11 of the main report for a full discussion of this issue.
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Table 11.9 NDYP: reliable estimates of ethnic parity in benefit
receipt for individuals of Asian ethnic origin (compared
with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Indian: None Other Asian:
Any and males in Great Britain Males in Great Britain

Any in London

Note: This table summarises the reliable benefit receipt estimates found in Chapter 11, Table
11.5 of the main report.

11.3.4 Mixed, Chinese and other Ethnic Minorities

A summary of the reliable estimates of ethnic parity in terms of employment
outcomes (benefit receipt) for NDYP claimants of Mixed, Chinese or other ethnic
origin is shown in Table 11.10 (Table 11.11). Only 20 (10) of the 38 subgroups
have large enough samples to produce reliable estimates for employment (benefit
receipt). As can be seen from the tables, for participants of Mixed, Chinese or
other ethnic origin, the predominant reliable finding is of being unable to reject
ethnic parity in both outcomes. For employment, there are two groups for which
an ethnic penalty is found and seven groups for which an ethnic premium is
found. For benefit receipt, there is one group for which a penalty is found and four
groups for which a premium is found. For a number of subgroups, the inability to
reject ethnic parity may be due to small sample sizes.

Table 11.10 NDYP: reliable estimates of ethnic parity in
employment outcomes for individuals of Mixed,
Chinese or other ethnic origin (compared with

Whites)
Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other:  Mixed, Chinese and other:  Mixed, Chinese and other:
Females in London Any in City and East London Any, males and females in
Females in Great Britain Any in Lambeth, Southwark Great Britain
excluding 6 cities and Wandsworth Any and males in Great Britain
Any in North London excluding six cities
Other: Other:
Females in Great Britain Any and males in Great Britain
Any, males and females in
272 wards
Any, males and females in
London

Any in North London

Note: This table summarises the reliable employment estimates found in Chapter 11, Table 11.6
of the main report.
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Table 11.11 NDYP: reliable estimates of ethnic parity in benefit

receipt for individuals of Mixed, Chinese or other
ethnic origin (compared with Whites)

Ethnic parity Ethnic penalty Ethnic premium
Mixed, Chinese and other:  Mixed, Chinese and other: = Mixed, Chinese and other:
Females in Great Britain Any in City and East London  Any in Great Britain excluding
excluding six cities six cities
Any in Lambeth, Southwark Other:

and Wandsworth Any and males in Great Britain
Other: Any in North London
Males in 272 wards

Males and females in London

Note: This table summarises the reliable benefit receipt estimates found in Chapter 11, Table
11.6 of the main report.

11.4  Summary of findings and policy implications

For Jobcentre Plus customers who entered the New Deal for Young People during
2003:

For all Ethnic Minoritiesin Great Britain, there is evidence of a significant premium
in employment and penalty in benefit outcomes. These results cannot be relied
upon, however, as 79 covariates — including benefit history variables and many
district-level dummies — remain unbalanced after matching.

Across a number of Jobcentre Plus districts, ethnic parity in employment
outcomes could not be rejected or premiums were found.

For benefit outcomes across Jobcentre Plus districts, there is evidence of not
rejecting parity and of penalties.

For customers of Black ethnic origin, there is evidence of a significant premium
in employment and penalty in benefit outcomes — but these results are also
unreliable.

For the Black Ethnic Minority subgroups for which reliable estimates can be
found, the predominant results are failing to reject parity in employment
outcomes and finding penalties for benefit outcomes.

Much of the evidence on penalties for customers of Black ethnic origin is driven
by the outcomes for Black Caribbeans (particularly men), who experience ethnic
penalties across all of the outcomes considered.

The findings for individuals of Mixed, Chinese or other ethnic origin —in terms of
both employment and benefit outcomes — are mixed and there are few reliable
results for individuals of Asian ethnic origin.
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12 Summary and conclusions

Methodological conclusions

e Previous Department for Work and Pensions (DWP) measures of ethnic parity
are inadequate because they:

— make no attempt to compare Ethnic Minorities with otherwise-identical
White individuals;

— consider only those individuals who leave DWP programmes (in the case of
the New Deal measures) or confuse new and existing claimants (in the case
of the Jobcentre Plus measure of ethnic parity);

— are based on spells rather than individuals;

— consider only employment outcomes and treat job entry as an absorbing
state.

Consequently, it is recommended that these measures should no longer be
calculated.

e Any future attempts to measure ethnic parity should (as done in this study):

control for observed differences between Ethnic Minorities and Whites;

select individuals on the basis of inflow onto the benefit or programme;

choose individuals as the unit of analysis (rather than spells);

consider outcomes over time, ideally for both employment and benefit
receipt.

e Observed characteristics that it is important to control for include (but are
not limited to) age, sex, region, labour market history, education, wealth and
characteristics of the local labour market. Because the reasons for its inclusion
may be less obvious, the importance of controlling for region needs to be
emphasised: service quality may vary across different Jobcentre Plus offices, so
it is important to take this into account by comparing individuals living in the
same region or controlling for region when analysis is conducted at a more
aggregated level.
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e The preferred method for controlling for observed characteristics is propensity

score matching: it is far more flexible than simple regression techniques, and
provides helpful diagnostics to assess how successfully Whites have been
reweighted to look like Ethnic Minorities. In many cases, simple regression
techniques give misleading answers, meaning that the results of previous
studies that have relied solely on these techniques to estimate ethnic parity (see
Chapter 1) should be treated with some caution.

Using this approach, reliable overall results for Income Support (IS) and
Incapacity Benefit (IB) have been calculated. However, reliable overall results for
other benefits and programmes (Jobcentre Plus overall, Jobseeker’s Allowance
(JSA), New Deal for Lone Parents (NDLP), New Deal for individuals aged 25 plus
(ND25+) and New Deal for Young People (NDYP)) could not be calculated. This
was because White individuals could not be reweighted to look sufficiently like
Ethnic Minority claimants. Although it is difficult to know exactly why this was
the case, an important factor seems to have been that similar Ethnic Minorities
and Whites tend to live in different areas, something that it is important to
control for (see above). Indeed, where covariates remained unbalanced, often,
many were regional variables. Another contributory factor may have been
having to use Census proxies for education and wealth.

Although reliable overall results could not be calculated for the majority of
benefits and programmes under consideration, it was possible to estimate results
for many subgroups of these benefits and programmes. Where sample sizes
were sufficient (and often they were not), results were reliable in between 20.1
per cent and 89.8 per cent of cases (NDYP benefit results and IB employment
results, respectively).'®

The difficulty in finding reliable results was a surprise. Given the amount of
effort required to calculate satisfactory estimates, repeating the exercise in the
future does not seem worthwhile. Even though IS and IB have both produced
reliable results this time round, there is no guarantee that this will be the case
in the future. There is also the problem of Census-based proxies becoming
increasingly out-of-date (until the next Census in 2011).

Were a specific need to arise, it may be worthwhile to repeat the analysis for
specific subgroups (regions with a reasonable balance of Ethnic Minorities and
Whites), particularly if the quality of the available data improves (for example,
through the addition of education, wealth and immigration information).

'8 See Table 4.1 for details.
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Given the fundamental problem that similar White DWP clients do not tend to
live in the same areas as Ethnic Minority clients, it seems that other methods may
need to be used to estimate ethnic parity. One possibility is for DWP to construct
some type of experiment, where it sends Ethnic Minority and otherwise-identical
White clients to the same office and monitors the treatment and outcomes
that these ‘otherwise-identical’ individuals receive (probably using qualitative
methods). This could be done using real clients and/or actors. The results of this
report highlight areas and ethnic groups that might be of particular interest for
such an experiment.

Work and Pensions Longitudinal Study dataset recommendations

This project was one of the first projects external to DWP to use the Work and
Pensions Longitudinal Study (WPLS). Not surprisingly, a number of problems and
shortcomings with the data were uncovered. The main issues are listed below,
some of which may be relatively straightforward to rectify. Problems of particular
relevance for this project include:

Ethnicity is recorded poorly. For some small benefits and programmes, it does not
exist at all. For the benefits and programmes where it does exist, there are often
as many individuals of unknown ethnic origin as there are Ethnic Minorities.
If further analysis of Ethnic Minorities is to be undertaken, it is important to
improve the recording of ethnicity.

In a project comparing Ethnic Minorities and Whites, immigration is likely to be
a considerable issue. The WPLS, however, contains nothing that allows recent
immigrants to be identified: individuals who have just arrived in the UK look
the same as individuals who have never been employed or on benefit. Date of
entry into the UK (or periods of residence) would allow these individuals to be
distinguished.

Recent immigrants may not speak English as their first language. The only
source of information about language needs is in the Basic Skills dataset but it
isn't clear that this captures all individuals. Better-quality information about the
standard of English of all individuals in the WPLS would be helpful.

The lack of any information about education and wealth in the WPLS is a serious
shortcoming for the analysis of labour market programmes. Census-based
proxies are likely to fall some way short of having the actual information itself.

Other issues with the WPLS posed less of a problem for this project but may be
serious for other projects using the data. These include:

Employment spells in the WPLS are very messy. Particular problems include:
— the large number of uncertain (5 and 6 April) dates;

— many spells lasting one day (commonly indicating the end of employment
spells the start date of which Her Majesty’s Revenue & Customs (HMRC) has
no knowledge about);
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— duplicated spells (for example, implausibly, many spells starting on the same
day but with different end dates); this seems to be an issue with updating
employment information in the WPLS;

— some, but not all, employment spells below the income tax threshold
appearing in the data without it being possible to identify which spells fall
into this category; it would be extremely helpful if they could be identified;

— uncertainty over exactly what some ‘employment’ spells are (a number are
spells on taxable benefits or employment options in New Deals); there is no
indication of which spells fall into this category (it is understood that it is
possible to establish the identity of some, but not all, spells using payroll
numbers).

An indication of the extent to which there are problems with the employment
data is the fact that roughly 20 per cent of individuals appear employed at
the start of benefit and programme claims (see, for example, Figure 5.1 for
Jobcentre Plus), a figure that DWP believes is too high. For this project, this
matters only to the extent that Ethnic Minorities and Whites are differentially
affected.

The WPLS now contains earnings data. Had these been available in time for this
project, they would have been useful, for example, in identifying poorly paid
employment spells that might fall below the income tax threshold. However,
the usefulness of the earnings information depends on its form — particularly
how it is linked to employment spells. The source of earnings data is P14 forms.
Not only does this make linking to specific employment spells difficult, it also
means that additional information about the source of earnings (available, for
example, from the P60) is not known. P45 forms include information about
cumulative earnings to date and earnings in this employment. This information
might be helpful in linking earnings to specific employment spells.

In all, ethnic parity estimates are obtained for 2,658 different Ethnic Minority
subgroups'® accessing a range of Jobcentre Plus services and programmes. The
key results for each chapter are summarised below.

Jobcentre Plus overall (Chapter 5)

For Jobcentre Plus customers who joined a relevant programme (or started claiming
a relevant benefit) in 2003:

In the majority of cases, reliable estimates of ethnic parity could not be found:
it was simply not possible to reweight the White sample in such a way as to
make it comparable with the Ethnic Minority group of interest. This included the
results for Great Britain as a whole.The preferred matching estimates suggested
a significant ethnic premium in employment outcomes and a significant ethnic
penalty in benefit outcomes but the diagnostic tests suggest that these results
cannot be relied upon: the two samples are just not similar enough.

190 These subgroups are defined by Ethnic Minority group, programme/benefit

accessed, gender and region.
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e Amongst the subgroups that produced reliable estimates of ethnic parity, there
did not seem to be much evidence to reject a finding of at least ethnic parity
in employment outcomes and there were some groups for which a reliable and
significant premium was observed — in accordance with the (albeit unreliable)
overall finding. These results seem to indicate that Ethnic Minorities are at least
as likely as White Jobcentre Plus customers to find employment in the year
following entry into the sample.

e |In terms of benefit receipt, on the other hand, the most predominant finding
amongst Ethnic Minority subgroups for which reliable estimates were available
was of a significant ethnic penalty; this was particularly prevalent amongst
individuals of Black ethnic origin. This means that Ethnic Minority Jobcentre Plus
customers are more likely than Whites to be claiming benefits in at least one of
the 12 months following access to Jobcentre Plus services.

Incapacity Benefit (Chapter 6)

For Jobcentre Plus customers who, in 2003, had a Work Focused Interview (WFI)
as part of an IB claim:

e For all Ethnic Minorities in Great Britain, there is insufficient evidence to reject
a finding of ethnic parity in employment outcomes, whilst there is a significant
ethnic penalty in terms of benefit receipt. Once the sample is split by gender,
there is evidence of a significant premium in employment outcomes for men,
whilst there is insufficient evidence to reject a finding of ethnic parity in benefit
receipt for women.

e For most regional subgroups, one cannot reject a finding of ethnic parity in
both employment and benefit outcomes. This should not be taken as evidence
against the significant results for the group at a more aggregated level, however,
as many of the subgroups comprise a relatively small number of individuals and
show evidence of insignificant differences rather than of genuine ethnic parity.

Income Support (Chapter 7)
For Jobcentre Plus customers who, in 2003, had a WFI as part of an IS claim:

e For all Ethnic Minorities in Great Britain, there is evidence of a significant ethnic
premium in employment outcomes for men and women: this means that
male and female Ethnic Minority IS claimants are significantly more likely than
otherwise-identical White IS claimants to be in work in at least one of the 12
months following WFI date. In terms of benefit receipt, for women (who make
up about 60 per cent of the sample), there is a significant ethnic penalty in
the months immediately following WFI date, after which a significant ethnic
premium emerges (month 5 onwards). For men, a finding of ethnic parity in
benefit receipt cannot be rejected.



212

Summary and conclusions

e As was the case for IB, for most regional subgroups one cannot reject a finding
of ethnic parity in either employment or benefit outcomes. This means that
Ethnic Minority IS claimants are equally likely to be in work or claiming benefits
as otherwise-identical White IS claimants in the year following WFI date.

e The few subgroups in which the overall finding of a significant penalty in
benefit receipt was confirmed tended to be of Asian ethnic origin (although
Asian subgroups also posted a number of significant premiums).

Jobseeker’s Allowance (Chapter 8)
For Jobcentre Plus customers who started a JSA claim in 2003:

e In many cases (including for all Ethnic Minorities living in Great Britain),
it was not possible to reweight the White sample in such a way as to make
it sufficiently comparable with the Ethnic Minority sample of interest. Thus,
whilst the overall results suggest that there is a significant ethnic premium
in employment outcomes and a significant ethnic penalty in terms of benefit
receipt, the diagnostic tests indicate that the individuals being compared differed
in @ number of key ways, so these results should not be relied upon.

e Amongst the subgroups for which reliable estimates are available, the weight
of evidence suggests that a finding of ethnic parity in employment outcomes
cannot be rejected. This means that Ethnic Minorities and otherwise-identical
Whites are equally likely to be in employment in the year following the start of
their JSA claim.

e |In terms of benefit receipt, on the other hand, the (albeit unreliable) overall
finding of a significant ethnic penalty is replicated amongst the majority of
subgroups for which reliable results are available. This is also true for most
subgroups amongst all Ethnic Minority Jobcentre Plus customers (for which
reliable results are available), perhaps suggesting that the overall results are
being driven by those for JSA claimants.

New Deal for Lone Parents (Chapter 9)
For Jobcentre Plus customers who started NDLP in 2003:

e For the overall estimate of ethnic parity amongst all Ethnic Minorities in Great
Britain, the diagnostic tests indicate that a comparable White sample could not
be created. Thus the finding of a significant penalty in both employment and
benefit outcomes should not be relied upon.
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e These overall (if unreliable) results are replicated amongst many of the subgroups
under consideration™" — particularly individuals of Asian ethnic origin.'®? This
means that Ethnic Minorities are significantly less (more) likely than comparable
White customers to be in employment (on benefits) in at least one of the 12
months following programme start date.

e The finding of a significant penalty in employment outcomes runs contrary to
the findings for any other programmes/benefits discussed in this report and may
perhaps warrant special attention from DWP.

New Deal for individuals aged 25 plus (Chapter 10)
For Jobcentre Plus customers who started ND25+ in 2003:

e Again, the diagnostic tests generated by the matching process indicate that
the results — of a significant premium in employment and benefit outcomes
— for all Ethnic Minorities in Great Britain cannot be relied upon. These overall
results appear to be driven by the outcomes for men (who make up around 83
per cent of the sample): they too show evidence of significant, if unreliable,
premiums in both outcomes, while for women a finding of ethnic parity cannot
be rejected.

e \While significant and reliable premiums are found amongst a number of
subgroups (particularly in employment outcomes and for individuals of Mixed,
Chinese or other ethnic origin), the majority of results indicate that a finding of
ethnic parity in employment and benefit outcomes (particularly amongst Asian
participants) cannot be rejected. However, this still means that Ethnic Minority
customers are at least as likely to be in employment (off benefits) as Whites
throughout the year following programme entry.

New Deal for Young People (Chapter 11)
For Jobcentre Plus customers who started NDYP in 2003:

e As with other programmes under analysis in this report, the diagnostic tests
for the overall findings (for all Ethnic Minorities in Great Britain) are unreliable:
the Ethnic Minority and White samples remain fundamentally incomparable
in a number of key ways, such that the finding of a significant premium in
employment outcomes and a significant penalty in benefit receipt cannot be
relied upon.

e For Black ethnic subgroups, there are predominant findings of not rejecting
ethnic parity in employment outcomes and of penalties in benefit outcomes.

191 By contrast, for many of the other programmes/benefits discussed in this
report, the overall findings were not replicated by a majority of smaller
subgroups.

192 Where significant penalties are not observed, a finding of ethnic parity could
generally not be rejected.
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® Much of the evidence on penalties is being driven by the outcomes of Black
Caribbeans (particularly men), who experience penalties for both employment
and benefit outcomes.

Whilst the fundamental incomparability of the Ethnic Minority and White customer
groups has meant that reliable results have only been obtained for a frustratingly
small number of groups, there are, nevertheless, some key general messages that
should be drawn from the analysis and that should be borne in mind in future
research:

e The characteristics of different Ethnic Minority groups and White customers
accessing the range of Jobcentre Plus programmes and services are different.
These differences need to be taken into account in an appropriate way in
order to obtain reliable estimates of ethnic parity — otherwise, policy conclusions
and decisions will be based on potentially misleading results.

e |f a White comparison group cannot be found, it is much better to acknowledge
this fact rather than to produce an estimate that might be wrong. The report
has clearly shown that in most cases where a good comparison group could not
be found, different estimation methods gave very different results. Clearly, those
Ethnic Minority groups for which no comparison could be found need further
investigation to ensure they are getting appropriate Jobcentre Plus provision,
but empirical methods cannot be relied on to provide a reliable estimate of
the extent of ethnic parity. It is simply not possible to know how the Ethnic
Minority group would have been treated if they were White, because none of
the empirical methods available can construct the appropriate counterfactual to
measure this in a reliable way.

* Findings of ethnic penalties, where reliable, tend to be concentrated in Black
ethnic male subgroups, particularly Black Caribbean males, and the reasons
behind this need further investigation.

Overarching conclusions

This final section attempts to draw together the results for each of the benefits and
programmes to provide some overarching conclusions. This is difficult because:

e relatively few subgroups have reliable results across the majority of programmes
and benefits;

e JSA claimants make up the majority of the Jobcentre Plus sample, so it would
not be surprising if results for these two groups were similar;

e there is a danger that overarching conclusions are dominated by benefits/
programmes with the largest number of reliable results (Jobcentre Plus and
JSA). This highlights the importance of looking separately at each benefit/
programme;

e ethnic parity could not be rejected for many IB and IS subgroups but this may
be due to small sample sizes rather than true parity.
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For each benefit and programme, Tables 12.1 to 12.3 give:

e the number of subgroups for which reliable results exist;
e the percentage of these results that are penalties;

e the percentage that are premiums.

Results are presented separately for employment and benefit outcomes and only
those results that are reliable are included.

To ensure the patterns picked up are across benefits/programmes, only those
cases where there are at least five reliable results for each of at least five benefits/
programmes are considered. This is satisfied for the overall results but less often
for more disaggregated results.

Although the subgroups differ vastly in size, no account is taken of this in the
tables. It should also be noted that some subgroups are subsets of others (for
example, ‘females’ and ‘males’ together make up ‘any’). Any conclusions drawn
from the tables must, therefore, be used with caution.

Table 12.1 considers all subgroups together. For employment, most benefits/
programmes exhibit a higher fraction of premiums than penalties. The main
exception is NDLP, where there are almost no premiums and a substantial number
of penalties. For benefits, the pattern is less clear but NDLP again stands out for
its high fraction of penalties.

Table 12.1 Comparison of results across programmes

Jobcentre
Plus IB IS JSA NDLP ND25+ NDYP

Employment
Number of subgroups 458 79 107 406 83 61 68
Percentage of 22 4 0 29 35 0 15
penalties
Percentage of 32 10 19 27 0 31 24
premiums
Benefits
Number of subgroups 322 71 102 341 93 63 56
Percentage of 38 27 23 33 47 24 45
penalties
Percentage of 43 7 27 48 1 27 23
premiums

Table 12.2 splits subgroups by sex. Cells that have not been shaded should be
ignored because the figures relate to fewer than five subgroups. For employment,
males tend to have a higher fraction of premiums than penalties, whereas for
females the opposite is more often true. For both employment and benefits, the
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high fraction of NDLP penalties again stands out. For benefits, there is no clear
pattern across programmes/benefits in general.

Table 12.2 Comparison of results across programmes, split by sex

Jobcentre 1B IS JSA  NDLP ND25+ NDYP
Plus

Employment
Any
Number of subgroups 171 41 54 153 40 26 28
Percentage of penalties 25 0 0 30 35 0 18
Percentage of premiums 36 2 17 32 0 31 25
Males
Number of subgroups 163 24 22 142 2 26 22
Percentage of penalties 19 4 0 27 0 0 18
Percentage of premiums 40 29 27 30 0 42 27
Females
Number of subgroups 124 14 31 111 41 9 18
Percentage of penalties 23 14 0 31 37 0 6
Percentage of premiums 18 0 16 15 0 0 17
Benefits
Any
Number of subgroups 111 38 49 121 44 28 23
Percentage of penalties 48 24 27 40 48 29 57
Percentage of premiums 35 11 31 49 0 32 26
Males
Number of subgroups 114 22 22 124 2 26 22
Percentage of penalties 39 27 9 35 0 27 41
Percentage of premiums 40 5 14 43 0 31 23
Females
Number of subgroups 97 11 31 96 47 9 11
Percentage of penalties 25 36 26 20 49 0 27
Percentage of premiums 56 0 32 55 2 0 18

Table 12.3 splits subgroups by ethnicity. Again, cells that have not been shaded
should be ignored. For employment, Blacks exhibit more premiums than penalties
for the majority of benefits/programmes. Among Asians, there are generally
few employment penalties or premiums, apart from for NDLP, which shows a
substantial fraction of penalties.
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Table 12.3 Comparison of results across programmes, split by

ethnicity
Jobcentre IB IS JSA NDLP ND25+ NDYP
Plus
Employment
Ethnic minorities
Number of subgroups 46 21 24 38 28 15 6
Percentage% of penalties 11 0 0 26 32 0 0
Percentage of premiums 24 10 38 16 0 40 50
Black
Number of subgroups 43 6 9 35 7 3 8
Percentage of penalties 16 0 0 11 0 0 38
Percentage of premiums 44 0 33 60 0 33 0
Black Caribbean
Number of subgroups 30 4 6 27 2 9 15
Percentage of penalties 33 0 0 33 0 0 33
Percentage of premiums 3 0 17 11 0 0 7
Asian
Number of subgroups 15 10 12 12 6 3 0
Percentage of penalties 20 10 0 0 83 0 -
Percentage of premiums 33 10 8 0 0 0 -
Mixed, Chinese and other
Number of subgroups 50 5 6 42 8 9 10
Percentage of penalties 8 0 0 14 25 0 20
Percentage of premiums 20 0 17 10 0 33 50
Other
Number of subgroups 35 3 5 28 4 8 10
Percentage of penalties 6 0 0 7 50 0 0
Percentage of premiums 20 0 20 14 0 88 20
Benefits
Ethnic minorities
Number of subgroups 36 21 25 27 26 16 4
Percentage of penalties 58 33 32 44 42 13 50
Percentage of premiums 6 5 28 11 0 19 0
Black
Number of subgroups 32 6 9 24 13 6 9
Percentage of penalties 97 33 11 96 46 33 89
Percentage of premiums 3 0 0 0 0 0 0

Continued
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Table 12.3 Continued

Jobcentre 1B IS JSA  NDLP ND25+ NDYP
Plus

Black Caribbean
Number of subgroups 14 4 5 14 7 9 15
Percentage of penalties 93 50 20 86 71 22 60
Percentage of premiums 0 0 0 0 0 0 0
Asian
Number of subgroups 8 8 10 8 6 0 0
Percentage of penalties 50 13 20 50 67 - -
Percentage of premiums 38 25 40 0 0 - -
Mixed, Chinese and Other
Number of subgroups 34 5 6 30 7 9 4
Percentage of penalties 59 40 0 53 57 22 25
Percentage of premiums 3 0 0 7 0 56 25
Other
Number of subgroups 24 3 5 23 4 8 6
Percentage of penalties 42 100 0 57 25 13 0
Percentage of premiums 29 0 0 17 0 63 50

For benefits, by far the most noticeable is the high fraction of penalties across all
benefits/programmes for both Blacks and Black Caribbeans. Benefit penalties also
predominate for Ethnic Minorities overall, for Mixed, Chinese and other Ethnic
Minorities and for other Ethnic Minorities. For Asians, there is no clear pattern
since, for IS and IB, there are substantial fractions of premiums.

Disaggregation by region was possible for only four large regions, so provided
little in addition to what has already been presented above. Consequently, these

results are not reported.
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