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Purpose
This report presents the findings and conclusions from an international literature review which identifies programmes used by other government and social agencies to facilitate moving beneficiaries off incapacity and sickness benefits. The literature review has set out to identify key components and effective outcomes of these programmes. Part III focuses on Social Assistance Frameworks used by social sector agencies to provide support for individuals with ill health or a disability.

1 Benefit and other compensation systems

Practice in other countries

Many countries have benefit systems to support individuals who become disabled at work or cannot work due to ill health. In most European countries including the UK, the social insurance system protects workers who have been incapacitated through work-related injury or through illness. Compensation arrangements and benefit levels differ in each country for work-related incapacity but in general the services received by these beneficiaries are no different to those received for other forms of incapacitation. Germany and Sweden have strong links between social insurance compensation and rehabilitation. In Germany, the public pension fund of the insured person provides medical, then vocational rehabilitation. The social security department in the UK, in comparison, does not have a rehabilitation function but pays compensation for work-injury (Thornton 1998).

In Canada and the US, separate programmes for insurance exist for work-related injury and incapacity through illness but in New Zealand the cover does not extend to illness. Payment for work accidents in the US are made by private insurance companies while in Canada and New Zealand, other authorities have this role (such as, The Accident Compensation Corporation (ACC) in New Zealand). Most of these insurance companies and authorities have a return to work and rehabilitation function. Thornton (1998) notes that workers covered by these schemes receive better rehabilitation services than those with other forms of disability. 

Thornton (1998) asserts that while many European countries have had a system of paying partial benefits as beneficiaries find their way back to full-time work, many English speaking countries have historically had an “all or nothing” policy disallowing partial payment of benefits for those who wish to work part time. In Sweden and the Netherlands, partial payment of benefits as those with disabilities move back into work is a fundamental part of their disability policy (Karlsson 1998). New Zealand’s system of benefit abatement, where the benefit is clawed back once earnings increase, is a move away from the “all or nothing” dichotomy.

In the US and Canada, many employees are covered against the risk of disability by health insurance policies paid for by their employers. These are important given there is no universal health care. This practice is also growing in other English speaking countries.

Thornton (1998) found that in countries that had separate work injury schemes, sickness benefits (for those not covered) were paid by the employer through private insurance schemes (most common in the US) or by government funded schemes. The length of time this payment is covered by employers varies substantially from country to country. In New Zealand the period is for only one or two weeks depending on the employee’s individual or collective contract. In Sweden the period has been reduced from four weeks to two, while in the Netherlands payment is up to 52 weeks and in the UK up to 26 weeks. It should be remembered from the discussion in Part I, Chapter 7, that increasing the length of time that employers are obliged to cover sickness pay may act as a disincentive to employ those with disabilities, who employers may perceive to be sick more often.

While the US has no statutory sickness benefit, private sickness benefit programmes usually last up to 26 weeks, while mandatory temporary disability insurance contributory programmes last between 26 and 52 weeks. The latter exist in five US states. These sickness benefit payments in the US are usually a private contract between the employer and employee. At some point workers will become eligible to move to a private long term disability insurance programme. Eligibility is dependent on health and employment criteria (Burkhauser 2002).

In countries such as Sweden and the Netherlands, regulations state that employers must follow up sick workers and establish a plan for their work resumption. In other countries with social insurance schemes, the responsibility of the scheme extends only to handling claims with no responsibility to contact the employer.

Separate worker and accident compensation schemes for employees who become injured or disabled exist in the US, Canada, Germany and New Zealand. All these schemes have rehabilitation functions with Germany’s emphasis on “rehabilitation before pension”. Germany’s scheme also has a large range of financial and non-financial supports including training and in-kind benefits. 

Lump sum payments are still available for some Canadian compensation schemes but were abolished in New Zealand for a time, then re-instituted. Most states in the US pay cash damages for permanent injury rather than replacement for lost earnings. Further details of each scheme are found in Appendix A. 

Key points – Practice in other countries

· Most countries social insurance systems protect workers who have been incapacitated through work-related injury or through illness.

· Many counties have had an “all or nothing” policy disallowing partial payment of benefits for those who wish to work part time.

· Countries with sickness benefits mandate employers to pay the first weeks of this benefit (this varies by country).

· Increasing length of time that employers cover sickness pay, may act as a disincentive to employ those with disabilities.

· Separate worker and accident compensation schemes exist in the US, Canada, Germany and New Zealand; all have a rehabilitation function.

2 Role of the Public Employment Service in other countries

The Public Employment Service (PES)
 is run centrally in most countries (except the US, Belgium and Switzerland) with the role becoming increasingly de-centralised (eg Italy and Finland). It has three main functions: job brokerage (placement), administration of unemployment and related benefits and administration of active labour market policies (ALMP). The integration of the three is not common but Austria, Germany, Japan, Norway and Spain are more integrated than most (McCoull 1996).
All OECD countries provide income support for the unemployed, operating insurance based schemes (except for New Zealand and Australia) in conjunction with publicly funded social assistance schemes. In a few countries the social assistance acts as a top-up where insurance benefits are inadequate to provide the basic necessities of life.

Insurance benefits provide higher support than social assistance: the average insurance benefits being around 60-70% of previous wages earned. Social assistance is not generally based on previous wage levels and is varied depending on a number of factors such as family size, housing needs and so on.

In most OECD countries the PES administers national social assistance schemes (but is unlikely to do so where schemes are administered at a local level). Insurance benefits are increasingly being administered through the PES. In some countries (eg Denmark and Finland) the insurance fund is responsible for the administration of the benefits and also determines eligibility of clients. This is the case in Denmark and Finland.

While the social security departments in the US and Canada have a mainly administrative function for benefits, they may also contract out services for vocational rehabilitation (VR) for some clients (Thornton 1998).

Registration of unemployment status is often compulsory for those receiving social assistance (or insurance benefits) and regular contact with public employment services is usually necessary for continued entitlement.

The PES usually has a significant role in counselling and job search provision but the frequency and type of ‘counselling’ varies between countries.  The OECD reports that these two forms of assistance are very cost effective. While all claimants are initially interviewed by the PES, continued contact with clients differs significantly. For example in Japan, clients are interviewed monthly, Norway three monthly and the UK, three and six monthly, then six monthly after that. Other countries postpone interviews with clients until clients have been unemployed for some time. Attendance is usually compulsory at these meeting in most countries for continued eligibility to the benefit (McCoull 1996).

Role of the PES in rehabilitation

The responsibility for beginning the process of rehabilitation and support services at work comes through a variety of models involving employers, the PES or some combination of the two which Thornton (1998) describes as follows:

· “The enterprise is responsible for monitoring sickness absence, planning for rehabilitation and putting necessary workplace supports in place, while the (social) insurance agency purchases external rehabilitation.
· The enterprise takes the initial steps to identify a need for rehabilitation and contacts the insurance agency’s or compensation authority’s case manager who takes responsibility for care planning and service co-ordination.
· The enterprise notifies the compensation authority of the absence; the latter contacts the absent worker to assess need for VR and provides or co-ordinates services”.
Model 1 There is a balance in weighing the responsibility between the employer and the state. If too much responsibility is placed upon the employer including absorbing all costs, there will be a tendency to force the worker back to work too early, or a temptation for employers to ignore discrimination legislation designed to protect the employee. This approach may lead to a greater disincentive for employers to hire those with disabilities. A further consequence is likely to be the “creaming” of employees where some more easily rehabilitated workers are selected for rehabilitation. In the US, private firms and insurers tend to favour younger and more productive workers.

In the Netherlands, workers are more protected, with the employer having to report the absence to the social security agency. In addition to the report, a plan of action that has already been taken must be submitted to the agency, of how the worker can resume work. In Sweden, after two weeks provision of sickness benefit paid by the employer, if employers do not pay for rehabilitation support, responsibility falls on the social insurance agency. The lack of sanctions on employers and lack of clarity in rules, it is argued, limits efficiency and delays provision of rehabilitation (Karlsson 1998).

Model 2: The enterprise takes the first steps and an agency provides case management and co-ordinates the rehabilitation efforts so that rehabilitation can begin quickly. This model operates in New Zealand under ACC where the case manager at ACC and the employer co-operate. Thornton suggests that return to work seems easier if the company has a rehabilitation unit in place. This is likely to be the case only in large companies.

Model 3 This model operates in Sweden where the responsibility for planning and rehabilitation are given over to the compensation authority. It has reduced the load on employers who have found the task to be considerable. A disadvantages of this model is the delay in rehabilitation due to lack of incentives for the insurance agency. Further problems have been found in Germany under this system where it is not clear which authority must take responsibility. 

Thornton (1998) concludes by suggesting that the “right to rehabilitation or the requirement to participate does not necessarily lead to equality of access to services, however, as agencies can have considerable discretion in deciding which measures to offer”.

Key points – Role of the Public Employment Service in other countries
· Most PES is centrally run and has three mains functions: job brokerage (placement), administration of unemployment and related benefits and administration of active labour market policies.

· All OECD countries provide income support for the unemployed, operating insurance based schemes (except for New Zealand and Australia) in conjunction with publicly funded social assistance schemes.
· Insurance benefits provide more support than social assistance; being around 60-70% of previous wages earned.
· The PES in each country usually has a significant role in counselling and job search provision: both of which are very cost effective.
· Provision of rehabilitation varies across different countries with employers and the PES taking different roles in managing the absence and consequent rehabilitation. Three models are described covering the different responsibilities of each.
3 Role of non-public employment service

Government is not the only institution providing services to people with disabilities. In many countries, voluntary initiatives provide supported employment, employment advice and counselling services. Some of these initiatives were the result of large scale privatisation in the provision of these services increasing during the 1990s (Lunt and Thornton 1999).

In Canada, the most likely provision of disability services is from community based agencies (except income support programmes, which are provided by various government agencies or private insurers). Some agencies provide a variety of different services while others only one type of service. Variety also comes by way of philosophy towards the support of those with disabilities. There are an increasing number of programmes designed to enable the individual to make their own choices about their needs. However, service provision in Canada (as in other countries) is still largely fragmented. There is a shifting focus towards the use of mainstream services, programmes and facilities and away from providing specialised services for people with disabilities (Perrin 1999).

A research project (Kellard et al 2002) reviewing 170 post-employment programmes throughout the world found a number of advantages and disadvantages of the use of non-PES agencies to provide employment services. The majority of the programmes were in the US and Canada and primarily related to the provision of post-employment services.

Advantages

The initiatives from the programmes reviewed generally supported the involvement of non-public employment service organisations. Participants in the programme sometimes resented the continued involvement of a government agency after they had moved into employment. They may feel there is a stigma attached to this attention from government. Voluntary participation is greater in programmes that are delivered by a non-government agency. 

There is anecdotal evidence that one site provider changed its name and logo to disassociate itself from government and found that participation in their programme increased. There is support for using non-public organisations that are neighbourhood or community based. The researchers assert this is likely to facilitate more face-to-face contact on a more regular basis. In addition, local organisations are likely to have a greater knowledge of local services to support this population (Kellard et al 2002).

Disadvantages

The evaluation, however, found that there is possibly less awareness by non-public employment staff of issues facing some client groups or limited knowledge of the administration procedures of the benefit agency
. It can also be argued that if a public agency has helped clients to find employment, then clients will be more likely to continue to receive some form of post-employment support from the agency (rather than a non-public agency). 

The evaluation asserts a contentious claim that it may be more difficult for non- government organisations to connect with employers than if a government agency was involved. Employers may perceive the non-government agency to be lacking experience in anticipating the needs of business. The evaluation correctly asserts that employers may also feel less accountable to a non-government agency (Kellard et al 2002).

Research by Evan and Kazis (nd) shows that employers’ fears may be alleviated at the pre-employment stage, if intermediary organisations develop two distinct roles: as advisors or advocates for job seekers and employment specialists for employers.

Overall there is no evidence to suggest that outcomes of service provision by non-government organisations are any better than state or government providers.

Key points – Role of non-public employment service

· In many countries, voluntary initiatives provide supported employment, employment advice and counselling services.

· There is variety in the provision of types of service and in philosophy towards the support of those with disabilities.

· An advantage of using non-PES services in employment programmes is the lack of stigma for clients resulting in increased participation.

· Disadvantages include less staff awareness of benefit procedures and other programmes available to clients and employers feeling less accountable to a non-public agency.

· There is no evidence suggesting service provision outcomes of non-government organisations are better than state or government providers.

4 Benefit outflow rates

Over the last 15 years, numbers of those receiving some form of incapacity benefit in most OECD countries, have risen substantially, with inflow rates far exceeding outflow rates. The OECD report outflow rates for most of their member countries being around 1% per year, due to recovery or resumption of work. The low levels of outflow are found, not only in countries with a strong rehabilitation and training focus, but also in countries with a strong focus on economic incentives to get people back into employment (OECD 2003a). 
There are two exceptions to countries with low outflow rates. These are the UK and the Netherlands. The UK has an outflow rate of 5% per annum. Reasons given by the OECD include a relatively low benefit level, a rigorous medical testing regime (including personal capability assessments), larger turnover of temporary (sickness) beneficiaries and a relatively young beneficiary population. The Netherlands has a slightly lower outflow rate at 3% but has some features in common with the UK. The Netherlands also has a younger beneficiary population
, a low level of earnings capacity required and the existence of a disability scheme that covers work accidents.

Of those that left the incapacity benefit in the UK, two thirds were disallowed and the remaining third found work and left the incapacity benefit voluntarily. (The most common medical condition reported was musculoskeletal, mostly related to back and neck problems). Dorsett et al (1998) found that both voluntary and involuntary leavers continued to report significant health problems affecting the work they are able to do. As a consequence, a high proportion of those who leave the incapacity benefit return to it at some time. A follow up survey found that a quarter returned to the incapacity benefit. (Thirteen percent of voluntary leavers returned and 35% of the disallowed returned at some point).

A further third (of the disallowed and voluntaries) who left the incapacity benefit were in full-time work (66% of voluntary leavers and 21% of disallowed). Over a fifth continued their reliance on other social security benefits (11% of voluntary leavers and 27% of disallowed). Although people move off and come back onto the incapacity benefit, the UK system of not granting benefits indefinitely has resulted in higher outflow rates than other countries.

The OECD cites the lenient re-testing of entitlement to incapacity benefits as a reason for low outflow rates. In a third of these countries, incapacity benefits are granted indefinitely. (Although legally, re-tests are mandated at any time, this does not often happen in practice). Countries included in this group, Norway, Denmark and Spain, have a system granting benefits only if rehabilitation is unsuccessful. It assumes that these people will never re-enter the labour market.

In some countries, the extension of benefit receipt includes flexible regulations. In Belgium, Portugal and Switzerland, benefits are granted indefinitely but re-tests are given at the end of three years making the benefit virtually permanent.

In other countries, re-testing of benefit eligibility has become more rigorous over the last few years. Austria, Germany and Italy have a review period of three years and in Australia and the Netherlands, this period is extended to five years. In countries like France and the UK the regulations are more flexible: if 100% incapacity can be proved, permanent benefit receipt will nearly always be possible. The OECD reports little information being available on the tightness of retesting of a person’s health status and the resulting reduction in work capacity assessed.

Two main causes are attributed to the lack of reduction in outflow from disability rolls. Either the review of eligibility is not effective as “nobody recovers anyway” or the reviews, though legally required, are not carried out appropriately. The lack of resources has been cited as a reason for the latter. Lack of appropriately trained staff to carry out re-assessment or informal procedures leading to self assessment of disability are two such reasons.

Key points – Benefit outflow rates

· The low levels of outflow are found in both countries with a strong rehabilitation and training focus and those with incentives to get people back into employment.

· The OECD cites lenient entitlement re-testing of eligibility to incapacity benefits, reviews not conducted effectively and lack of resources as reasons for these low rates.

· The two exceptions are the UK and the Netherlands; possibly due to younger beneficiary populations and rigorous medical testing regimes.

5 Poor benefit design
One reason often cited for people not to leave a benefit is a lack of financial incentive when income gained from work is the same as or only slightly higher than the benefit received. The OECD reports that evidence to support this is inconclusive. For those fearful of losing benefit entitlement by trying out some form of employment, governments have instituted benefit deferrals (also called extended eligibility and linking rules). The Netherlands, Norway and Sweden have a system by which the benefit can be put on hold for up to three years. Australia has the same system, but for only two years; the UK has “linking rules” for a year (discussed in detail below) and Germany, for six months. In Canada, a beneficiary, after working and subsequently returning to the benefit, can have their application fast tracked with no time limitations as in the countries above (OECD 2003a).

The General Accounting Office, in the US, (GAO) refers to the benefit structure being a disincentive to potential low wage earners. In addition to losing the cash benefit, medical benefits can also be lost when return to work is attempted. This has particularly strong implications in countries like the US. They assert that part of the consideration for a beneficiary to attempt work, try rehabilitation or do both implies an assessment of the financial gains of working compared with receiving a benefit (GAO 1997). Knight (2004) cites research of Gardiner (1989) estimating that a 20% increase in benefits increases the average duration of temporary disability by 4% and permanent partial disability by 3%. She finds studies showing that low-income individuals are more likely to stop working completely when disability benefit levels increase while others show that limits on the duration of benefits can create return-to-work incentives.

To undergo rehabilitation and start work implies a time commitment and a risk of failure and therefore loss of income. In comparison, benefit receipt is secure and “frees individuals from having to devote time to obtaining economic stability” (GAO 1997). Given the time taken for some with disabilities to perform even basic daily tasks, gain medical treatment or attempt to use public transport systems, some may choose the lower financial gain from benefit receipt.

The GAO finds that the “all-or-nothing” approach to benefit receipt, where if a person wishes to receive a benefit they must prove they are incapable of working, encourages people to overstate their disability and understate their capacity to work. There is a need to move away from a “yes/no dichotomy”. While some may be limited in the amount of work they can do, and are not able to be fully productive, they can still contribute with the right support. There will be many who are not in the labour force but are capable of some level of employment. The GAO (GAO/HEHS-96-62) puts it this way: “The either/or nature of the disability determination process encourages applicants to focus on their inabilities. The documentation involved in establishing one’s disability can, many believe, create a ‘disability mind set’ that erodes motivation to work, and the length of time required to determine eligibility can weaken skills, abilities, and habits necessary to work”.

Countries that have no provision for partial benefit receipt imply either a full benefit receipt or no benefit at all. Beneficiaries therefore have an incentive to understate their work capability as to not do so may disqualify them from receiving any disability benefit (GAO 1997). A change in language is needed to remove the implication that those on an “incapacity” benefit are incapable of work; that is, disability does not equate to being incapable of work (Stanley and Regan 2003).

A solution put forward by Stanley and Regan (2003) involves a change in semantics from a person being ‘incapable of work’ to a person ‘ who cannot reasonably be expected to work’. They state that to reduce the fear of benefit sanctions or removal of such while working, eligibility should not be reviewed while people are actively seeking work and even into the early stages of starting work. They put it succinctly that 
disabled people have to demonstrate their incapacity for work in order to gain access to incapacity benefits, but they have to demonstrate to employers their capacity for work in order to move off benefits into employment. The situation becomes absurd when we consider that benefit regulations stipulate that a person must be ‘incapable for work’ in order to receive benefits and yet the 2002 Department of Work and Pensions Green Paper proposes compulsory interviews to discuss work for the very people recently deemed ‘incapable for work (Stanley and Regan 2003).

In order to encourage return to work, the GAO suggests that the Social Security Administration (SSA) institute a system whereby a contract is established with the beneficiary requiring their cooperation with the return-to-work programme. This would become a condition for eligibility to benefit receipt. Sim (1999) reports that a major difference between the European and the US systems is that workers in Germany and Sweden receive a sickness benefit before it is determined whether they are eligible for a longer term disability benefit. In addition, all health insurance cover remains in place. Advocates of this system maintain that return to work will increase, as the individual can then concentrate on rehabilitation efforts without the worry of losing financial support. No empirical evidence is available, however, to support these assertions. 

Stanley and Regan (2003) propose that for the benefit system to be less of an obstacle to people with disabilities entering work a change of language is needed; the fear of losing the benefit while attempting to start work is taken seriously by officials (as has been done in UK with the 52 week linking rule); and job brokers can deliver on the expectations created by the work focused interviews by providing appropriate information for a range of options. In addition, Sim (1999) advocates less emphasis on “high benefits in the short term and more emphasis on an effective rehabilitation strategy, which allows people to return to work on an essentially “no risk” basis”.

Key points – Poor benefit design

· There is inconclusive evidence to support the claim that people do not leave the benefit due to lack of financial incentive, (with income gained only slightly higher than the benefit received).

· Fear of loss of income security and other benefits (healthcare) are primary reasons for those with disabilities to remain on the benefit.

· The “all-or-nothing” approach to benefit receipt, where to receive benefits a person must prove they are incapable of working can lead to overstating of a disability and understating the capacity to work.

· Suggestions of policy changes include continuation of eligibility if return to work is unsuccessful, change in language used to avoid “all-or-nothing” approach, increased availability of partial benefits and more emphasis on effective rehabilitation. Governments are adopting these to varying degrees.

6 Assessment of eligibility

The main eligibility criteria for most countries are some combination of a reduction in work capacity or an earnings capacity related criteria. Earnings related criteria refer to earning capacity in the person’s usual occupation (examples are found in Belgium, Mexico, and to a lesser extent in Switzerland and France). For countries that use work capacity criteria, an “own occupation test” is applied which, the OECD claims, discriminates against those in low skilled occupations. Other countries use a combination of work capacity and earnings capacity. The OECD use the example of Norway where work capacity reductions determine benefit eligibility and earnings related criteria determine partial benefit levels. Australia has instituted a more specific system where work and earnings capacity are judged. Claimants score points on impairment tables (relating to different conditions) and have a “continued inability to work 30 hours per week at full wages for the next two years” (OECD 2003a).
Perrin (1999) finds the definitions of disability used in eligibility criteria can be classed according to medical, functional or vocational criteria. Canada and the US use a combination of the medical and vocational criteria, while the Quebec Pension Plan uses only medical critieria. Britain has recently moved to this narrow criteria and the Netherlands is reported to also have excluded the vocational definition. Perrin comments that use of vocational criteria may be open to interpretation. He uses the example of “permanently unemployable” which, when added to someone’s age, lack of education and work experience, is likely to increase their chances of being included in this category. Thus it is not solely the disability that is contributing to their lack of work potential. Using medical assessments alone seeks to avoid this bias.

In the WIR project
, it was found that in all six countries, a medical examination was necessary for eligibility to a sickness benefit. In all countries except the Netherlands, social security had the responsibility of initiating and financing the examination. In the Netherlands, the employer financed the examination (Bergendorff 2001).

For a disability benefit, the initiation was up to the claimant but the assessment and benefit was financed by social security in all countries. The Netherlands, Denmark and Sweden encouraged the claimant to request a benefit (if they had not done so) at a certain time post work incapacity. In some cases, the claim might be made several months after incapacity (the Netherlands). At times, the claimant would go back to work at this point as eligibility criteria were somewhat tougher than those in claiming a sickness benefit. In the US, the social security agency had no contact with the incapacitated employee until they applied for a disability benefit (Bergendorff 2001).

Problems in criteria setting
Different programmes have different objectives when determining eligibility critieria. Perrin (1999) states that the all-or-nothing view of disability
 is implied in eligibility critieria and acts as a disincentive to work. A report to the Social Security Review for persons with disabilities (HRDC 1994) summarises this common problem; 
A common failing is to confuse the definition of disability with the eligibility criteria. It is important to remember that it is acceptable for different programs to have different objectives. However, it is not the definition of disability that should change from one program to another, but rather the eligibility criteria.

These problems of setting appropriate eligibility criteria are common in each country. Appropriate eligibility criteria setting also leads to inclusion and exclusion errors; (inclusion errors imply there are people receiving the assistance who should not be while exclusion errors mean that there are those who are eligible for the assistance but are not receiving it). 

Countries also face problems regarding the distinction between full and partial disability; when a more appropriate approach is some sense of continuum, from ability to participate in one hour of employment to full time employment (OECD 2003a). In addition, processes to determine eligibility may take a considerable amount of time. The GAO (1997) reports a minimum of a few months to a possible 18 months; during which time, early intervention principles fail, motivation is likely to decrease along with good work habits and skills.
In Canada, as in other countries, eligibility legislation has been criticised due to its complexity making it difficult for both clients and those administering the assistance. This is especially true for those with learning disabilities such as poor literacy. Complex rules created to ensure equity can in fact lead to very different treatment of clients in similar circumstances. There is criticism about the lack of a multi-disciplinary approach in assessment and a further weakness of the system is the disincentive effect on those wishing to return to work (discussed later). An abatement system is in place reducing the benefit depending on the number of hours worked and income earned (Perrin 1999). 

Governments are faced with a number of conflicting factors when developing disability policy and associated assistance. In creating policy around social assistance for this population recommendations have been made including:

· “that the social assistance system should contain a “disability top-up” which is not necessarily permanent
· that persons with cyclical illnesses (like multiple sclerosis or manic-depressive illness) should not be excluded unfairly by duration requirements 

· that the disability definition should not be a barrier to self-sufficiency 

· that the determination process should be equitable to persons with all types of disabilities 

· that there should be an interdisciplinary approach to determining eligibility” (Perrin 1999). 

For some tools used in the assessment of eligibility, refer to Part II, chapter 10, Assessment Tools.

Key points – Assessment of eligibility

· The main eligibility criteria for most countries are a reduction in work capacity or an earnings capacity related criteria or some combination of both.

· Definitions of disability used in eligibility criteria can be classed according to medical, functional or vocational criteria: with a shift to some countries using medical criteria only as vocational criteria are open to interpretation.

· Problems in setting appropriate criteria include inclusion and exclusion errors, distinctions between full and partial disability, time taken to determine eligibility, complexity of legislation and lack of a multidisciplinary approach to assessment.

7 Benefit structure

The structure of benefits in different countries varies considerably: some are earnings related, flat rate or needs-tested. Earnings-related disability benefits are “designed to replace (previous) earnings-related insurance benefits irrespective of the additional cost that may occur” (OECD 2003a). Flat rate benefits are simply set at some rate of average earnings. The lowest disability benefits are a flat-rate benefit of around 25% of average earnings. These are found in the UK
 and Australia (which has “generous” income thresholds
), and are comparable with Canada and New Zealand. 
The HRDC finds that Canadian Pension Plan (CPP) disability benefits are lower than those in the Netherlands, and well below the maximum offered in both Germany and the US (at 40% of average earnings) and France (at 50%). In the Netherlands benefits are usually supplemented to previous earnings levels, but only for a year or two. In general, countries with high earnings replacement rates also have high levels of benefit recipiency rates (Perrin 1999; OECD 2003a).

In many countries, social assistance for those with disabilities is more generous than for other disadvantaged groups. However, the level of sickness benefits paid in each country (usually paid for shorter periods of time) has an interesting relationship to levels paid for disability pensions, with no particular pattern across all countries. The OECD finds that Norway is the only country to have 100% income replacement rates for sickness lasting up to a year. Top-ups occur in the Netherlands and in Poland. These three countries, not surprisingly, have very high benefit recipiency rates
. The OECD also finds that Canada, the US, Germany, Sweden and Switzerland have higher sickness benefit than disability benefit rates, while Italy, Spain and France have significantly lower sickness benefits than those paid to people with long term disabilities
 (OECD 2003a).

In some countries extra cost benefits are awarded to those with disabilities in recognition that a disability is likely to incur additional costs. Denmark simply has a high flat rate benefit (up to 150% of average earnings) to accommodate such costs, whereas the low flat rate benefits in UK and Australia do not. The OECD makes a contentious claim that these extra cost benefits (in comparison to earnings-replacement benefits) do not act as a benefit trap
. 

Flat rate benefits are usually paid to those needing constant care. Further top-up benefits may also be available depending on need. Examples of these are the Australian Carers Allowance, Care Allowance in Denmark, Constant Attendant Benefit in Norway, German Care insurance or the UK Disability Living Allowance (consisting of a mobility and care component). These top-up payments are usually only paid to those not in employment who need a considerable amount of care. There are exceptions with the Austrian attendance allowance paid to those who are in work who have small extra costs associated with their disability (OECD 2003a).

In recognition that extra costs are associated with disability, social assistance recipients in Canada can claim an additional disability allowance of $40 per month to assist them.
 People with disabilities are usually also eligible for extra health coverage and prescription medicines plus other allowances for special equipment and services expenses (Saskatchewan 2002).

Other top up benefits relate to housing (which are usually also available to recipients of other social assistance). The higher housing allowance is not, however, received as of right. In New Zealand, an accommodation allowance is based upon housing costs while a “shelter” allowance in Canada is determined by an employability assessment. That is, those who are assessed as not fully employable receive a higher shelter allowance (Saskatchewan 2002). 

Details of all benefits paid associated with sickness, disability and details of workers compensation arrangements (including eligibility details and amounts paid) are found in Appendix A of this report. The information is sourced from a web-site prepared by the SSA in the US and updated at least every two years
.

Key points – Benefit structure

· The structure of benefits in different countries varies considerably; some are earnings related, flat rate or needs-tested.

· The lowest are flat-rate benefits at 25% of average earnings (in UK and Australia) and highest in France (50%).

· Low flat rate benefits typically have extra costs benefits in recognition that a disability is likely to incur additional costs. Other top up benefits relate to housing, attendant care and mobility.

· Some sickness benefits have a top-up component to previous earnings (as in Norway, the Netherlands and Poland). All have high benefit recipiency rates. There is generally little variation in recipiency rates (4–6%) where levels of the sickness benefit are above or below disability benefit levels.

8 Partial benefits
For some workers, it is possible to resume work part time as part of their rehabilitation. However for many, returning to work can mean a reduction in wages. This may be due to the individual reducing their hours, or because they have lower productivity. In addition, a former occupation may not be appropriate and starting a new career can imply lower earnings. Partial benefits provide a way of reducing the disincentive to return to work by ‘topping up’ the wage.

To reduce the tendency for those who are incapacitated to have long spells away from work, reducing confidence and work skills, it is advantageous for them to keep a close association with the labour market. Working part time may also help the employee to build up to full time employment once again. Of the WIR countries
, historically France, Germany, the Netherlands and Sweden have been more proactive in initiating these policies than the English speaking countries in the study (Thornton 1998).

The US, Sweden, the Netherlands and New Zealand were all found to have some form of partial benefit paid to those wishing to return to part-time work. The sickness benefit scheme in Sweden allows for “partial payment of employer-paid sick pay as well as the sickness benefit” while in work. There are three tiers which operate (a quarter, half and three-quarters partial benefit system). New Zealand has a system where a beneficiary may work part time and continue receiving the benefit. However, this benefit is means tested and the benefit is abated with increases in income above a certain threshold. The beneficiary is also likely to loose entitlement to the sickness benefit if it is deemed they are able to work (Thornton 1998).

In the US, around four fifths of all workers’ compensation schemes are able to provide partial benefits for those wishing to return to some form of part time work. For those receiving private sickness and short-term disability benefits, partial benefits are increasingly being provided. (In some newer plans, a full return-to-work benefit is provided in the first year after incapacity as an incentive for work resumption. It is paid irrespective of the partial disability earnings so long as they are no higher than earnings prior to the disability) (O’Leary et al 1998).
Under ACC in New Zealand, wages paid by the employer are topped up by ACC until the worker has reached their pre-accident level of remuneration. Where there is no job protection, part-time work is negotiated between the ACC case manager and the employer. 

In the UK, a means tested disability benefit, designed to increase the incentive to take up work, could be claimed by those with a disability in low-paid occupations. This has since been replaced by a disability tax credit scheme, which is paid if the person is in paid work (16 hours or more per week)
. Eligibility for this scheme, unlike other in-work benefits, is not only for those with disabilities with a work history. Most of those who claimed this benefit were already in employment. Thus, what is unclear from the research
 is the level of take-up of this benefit for those returning to work. (Thornton 1998).

The OECD suggests that the use of partial benefits leads to people being trapped on benefits. Countries with graduated systems of partial benefits for varying degrees of disability also have high rates of benefit receipt
. In countries where a graduated scheme exists, around two thirds of those on disability benefits receive the full disability benefit and thus a third are on partial benefits. These countries include the Netherlands, Norway, Sweden and Switzerland and the OECD finds that the proportion of those on partial disability benefits is virtually identical in each country
 (OECD 2003a).

Many people on partial benefits do not work. In the Netherlands around 40% of those on partial benefits do not work. However, the OECD finds that there is no relationship between laws governing re-testing of benefit entitlement and the availability of partial disability benefits awarded. For example, they find situations where a partial disability benefit may be granted permanently, such as in Denmark and Norway (OECD 2003a).
Key points – Partial benefits 

· A number of countries have some form of partial benefit paid for those wishing to return to work part time. Working at reduced capacity or starting a new career can imply lower earnings.

· These schemes operate in a number of ways: some are tiered, others are dependent on number of hours worked and others are means tested.

· Partial benefits are increasingly being provided, with some countries even using full benefits for those starting work as an incentive towards full work resumption.

· Some countries still have no provision for partial benefits and some people on partial benefits do not work at all.

9 Work incentives

It is acknowledged that there are a number of disincentives to re-enter work or even begin the job search process, for those who have been out of work for some time Much of this comes from the dichotomy of the design of benefit systems – to be eligible implies an inability to work (discussed in chapter 5). Thornton (1998) lists these disincentives as: 
· the loss of disability income by undertaking rehabilitation, training or education
· the lack of extra financial support during the job search process for ex-beneficiaries who are found capable of work
· cessation of benefit and loss of benefits in kind on return to work 
· the risk of losing eligibility if the return to the job does not work out”.
Some countries in the study (International Research Project on Job Retention and Return to Work Strategies for Disabled Workers) have tried to reduce the disincentive effects of policies by introducing benefit retention during training and rehabilitation, benefit retention during the first few weeks of work and linking rules. Linking rules are where a person can attempt work and if it is unsuccessful, can return to previous benefit levels without the loss of eligibility to a disability related benefit. The UK system of linking rules is discussed below.

For SSI beneficiaries in the US, work incentives are designed to test work ability and enable people with disabilities to become self supporting – they receive full benefits for the first 12 months. However, no information is found as to their effectiveness (Thornton 1999). The Netherlands, like the US, provides a continuation of the benefit to be paid for six months during a trial work period. In Denmark, for those with at least two thirds reduced work ability, an “in-work supplement” is paid if they leave the disability roll. In the UK, a person with disabilities who returns to work is eligible for a Disabled Person’s Tax Credit (now called a Working Tax Credit). This provides a minimum wage for those working 16 hours or more a week (OECD 2003a).

Some incentives have already been discussed in Part I. These included work trials, voluntary work and therapeutic work which enable the person with a disability to trial work for short periods without the loss of the benefit. The UK example of Work Trials allows claimants to try employment for a short period while remaining on the benefit (without wages, though daily expenses are payable). In therapeutic work, claimants are allowed to work and claim the benefit if the work is accepted as therapeutic. (Voluntary work is similar, where claimants are allowed to undertake unpaid work without any impact upon benefits).
The intention of all three is to raise skills, motivation, work experience and social participation of claimants and keep them closer to the labour market, with the aim of them moving into some form of competitive employment in the future. Research shows, however, that only a small proportion of those on incapacity benefits leave the benefit. Corden and Sainsbury (2001) cite work done by Dorset et al (1998) showing that only 4% of incapacity benefit claimants in the UK had done any paid work while in receipt of the benefit.

Other incentives include tax reductions, tax credits, eligibility and benefit extensions, lump sum payments for start up expenses and provisions to earn income while in receipt of an incapacity benefit. An evaluation by Dorset et al (1998) found that of those that left the incapacity benefit, the take up of existing work incentives was low. The OECD (2003a) echoes this but finds little empirical evidence on them. Perhaps one reason is the low awareness by benefit staff, as was found in Corden and Sainsbury’s UK research (2001).
However, Corden and Thornton (2002) also find that work incentives acted as a powerful motivator for some people to take up work and Stanley and Reagan (2003) find that targeted public schemes are enhanced if they are promoted to benefit both employers and those disabled.
Tax incentives
Various governments recognise that people with disabilities have higher living costs for necessities compared to the general population due to the expense of aids, supports and services, treatments, medication and sometimes, specialised transport. In addition they have a lower participation rate in the labour market and thus lower earnings. Tax policy has been used to address these disparities through some of its programmes dealing with income support and tax relief. 

Over the years, the Canadian government has made amendments to various acts to offset the costs of disability, to encourage on the job training and make homes and business services more accessible (Prince 2001).
The goals of disability tax programmes are likely to include:

· recognising the effects of additional expenses owing to disabilities on an individual’s disposable income and on their ability to pay taxes
· offering some compensation for loss of earnings
· ensuring that essential medical devices, prescription medicines, health care and personal care services for a person with chronic illness, infirmity or severe or prolonged disability remain free of tax
· encouraging employers to modify workplaces to accommodate workers with disabilities and to hire other people with disabilities
· offering people with disabilities an incentive to participate in the labour force by providing an alternative to disability-related supports offered in provincial welfare programs (Prince 2001).
The large number of disability related tax measures in the Canadian system reflects the diversity of this population of people with disabilities as well as their diverse needs. The largest tax related items in the 2001 budget were a disability tax credit (reducing the income tax payable for people with severe or prolonged disability), medical expenses tax credit (not only for those with disabilities) and non-taxation Veteran’s Disability Pension (Perrin 1999).
Tax deductions

Other governments provide schemes in various forms. The US government has provision for tax relief for those receiving Disability Insurance (DI) and Supplemental Security Income (SSI) in the form of deductible impairment-related work expenses from gross income. The deductions, which reduce taxable income, also apply to non-work goods and services if the person needs these to work. To qualify, the expense must enable a person to work, there must be a need for the item (as a result of their impairment) and the expense must be reasonable. These items include: 
· attendant care services
· transport costs (including vehicle modifications) 
· medical devices (wheelchairs, prosthetics etc) 
· residential modifications 
· routine medicines 
· non-medical appliances (O’Leary and Dean 1998).
Germany is not as generous and has no special allowances against taxable income with regard to those with disabilities. However, some deductible expenses are available for employees who have disabilities. These apply “where circumstances (such as disability) put a particular financial burden on persons in their everyday lives or where gaining income from work is connected with inevitable expenses beyond a certain amount which is considered to be reasonable” (Albrecht and Braun 1998). These limits are means tested and also based on circumstances.

Tax credits

Tax credits are another way of encouraging people back into work and are used in a number of countries. Tax credit programmes act as a long term subsidy and reduce the amount of the benefit abatement as income is earned. Their strengths lie in being administered on a cost-effective basis via the income tax system and do not require extra administration. However, eligibility criteria (both for the individual and the expenses claimed) can be complex and limited in scope (Perrin 1999).

Since 1997, the UK in-work benefits through tax credits have been paid to those moving from welfare to work. In 1999, a Disabled Persons Tax Credit (DPTC)
 was instituted (replacing the Disability Working Allowance) to provide greater financial incentive to move into work. The eligibility criteria are complex where the claimant must have a physical or mental disability putting them at a disadvantage in gaining employment. They also must be receiving the incapacity or disability benefit. Eligibility also depends on hours worked, family circumstances, children’s ages, health status and child care costs. 

The previous Disability Working Allowance was fairly unsuccessful at moving people off benefits. Between 1992 and 1995 only 2% of those on the incapacity benefit moved into work; although most of them did so with this allowance (Rowlingson and Berthoud 1996). Beyer et al (2000) find some evidence that knowledge of tax credits can reassure those with disabilities to move into work, and Arthur et al (1999) find that people leaving incapacity benefits for work valued informed advice and financial support once in work (including tax credits). 

Findings from a small evaluation of interviews with claimants and benefit staff in the UK included: 
· knowing about tax credits had little influence on the decision to move into work, unless people had previous positive experiences with this kind of financial support
· many people had not heard of this tax credit
· the potential impact of the tax credits was reduced by lack of knowledge about the support 
· advice was needed in calculating the amount of the tax credits (Corden and Sainsbury 2001).

The take-up of the DPTC was less than expected with only 34,000 having claimed the benefit by April 2002; the incentive was not as effective as planned. (It has since been subsumed into the Working Tax Credit and the name change, Stanley suggests, may increase the uptake as it avoids any labelling) (Stanley and Regan 2003). 

A key to ensuring as full a take-up of in-work benefits as possible and to encourage a move back to employment, is to provide full information about all benefits for which claimants are eligible.

Key points – Tax incentives, tax deductions and tax credits

· Tax policy addresses the higher expenditure that people with disabilities incur on aids, supports and services, treatments, medication and transport.

· Tax deductions in some countries, reducing taxable income, apply to impairment-related work expenses and non-work expenses (if needed to facilitate work).
· Tax credits act as a long term subsidy and reduce the amount of the benefit abatement as income is earned.

· There is some evidence that knowledge of tax credits can reassure those with disabilities to move into work (especially having had a past positive experience with this type of support).

· Tax credits have in general been unsuccessful at moving people off benefits and the take-up of these credits has been less than expected.
· The key to ensure increased take-up is the provision of full information of all benefits available to the claimants.
Eligibility Extensions

The UK – 52-week linking rule
The 52-week linking rule has been established to reduce the financial risk of taking on employment that may be unsuccessful. It was established in response to many beneficiaries’ fears of a possible reduction in income and security when moving into employment and re-assessments for new medical certificates after short periods in work leading to a loss of the incapacity benefit completely. Leaving work after short periods of time is common, with some research showing as many as two thirds of those leaving the incapacity benefit for work returning to the benefit some time later
 (Arthur and Zarb 1997).

The 52-week linking rule implies that former recipients of the incapacity benefit can return to their benefit status within one year, if their attempt at employment is unsuccessful, or if they have worked for a short time only. However, this only applied to those leaving work for reasons of ill health; it did not cover redundancy or leaving for other reasons. Previously, if a person with disabilities took a job and then returned to the benefit due to illness or disability, they faced losing up to forty pounds per week. A person could only return to the benefit within eight weeks to retain their benefit status (Kuptsch and Zeiter 2001).

The perception of claimants who were aware of the 52-week linking rule was that the scheme was useful and had influenced their decision to move into work or training. This was based on interviews with claimants in an evaluation by Corden and Sainsbury (2001). Those who had to use the rule when their health failed were more confident to try for work again knowing they were covered by the rule. The researchers found that there was no evidence of people deliberately leaving work after 52 weeks to claim the incapacity benefit again. Even those further away from the labour market, expressed interest in the rule and felt that it could affect their decision if they tried for work at some point in the future.

Personal Advisors and Disability Employment Advisors were also positive about the 52-week linking rule and perceived it as a powerful incentive for those thinking about the possibility of work. Not surprisingly there had been some administrative problems with claimants being refused admission back onto the benefit if they had not followed the proper procedures. There were also some problems with staff being incorrectly briefed about the rule or altogether ignorant of its existence.

Key points – 52-week linking rule, UK

· The 52-week linking rule can influence decisions about taking up work, reducing fears about loss of income and security.

· The lack of awareness by staff has however, reduced its incentive effect, together with the perception that the rule may be difficult to access by some claimants.
· Effective use of the rule implies a good understanding by benefit staff, GP’s and claimants.
· Lack of understanding and inability to access the rule can have serious negative consequences for claimants.
The US – Extended Period of Eligibility
Like the UK, the US government makes provision for a relapse in the health of people that try for work. As discussed in Part I, Chapter 5, recipients of a DI benefit can work for a trial period of nine months within a 60 month period, where the beneficiary may earn as much as they wish without the loss of health or cash benefits. Each month where more than $200 is earned counts towards the work trial. 

At the end of the trial period the claimant is still covered, in the event of a deterioration in health, by extended eligibility. This period extends for 36 consecutive months during which time, the benefit can be reinstated for any month in which the claimant has not earned enough income. The claimant does not have to reapply, prove their disability or endure a waiting period. If the claimant is not in “substantial gainful activity” at the end of the 36 month period, their benefit will continue until they are again earning sufficient income (O’Leary and Dean 1998).

If their income at the end of the trial period is more than $500 per month, cash benefits continue for another three months only, and then stop altogether. The researchers at SSA have found this drop to be a considerable disincentive not only to finishing the trial period, but even starting it. They claim that those on low incomes may be better off to remain on DI or reduce income earned to less than $500 per month (GAO/HEHS-96-133). A survey of beneficiaries found that most felt a nine month trial period was too short (Sim 1999).
Under Project NetWork, a “waiver” arrangement was established and was made eligible to those in the treatment and control group. It removed the threat of benefit loss and associated loss of health care for 12 months of employment (irrespective of earnings)
 (Corden and Thornton 2002).

In Canada, there was no such waiver period under NVRP to act as an incentive. However, those who finished a successful rehabilitation plan were allowed a three month period to undertake job search activates where they were still in receipt of their CPPD
 benefit. The three months could be extended, but this was at the discretion of the case manager. However after a “reasonable period of job search activity, the CPPD benefits ceased irrespective of employment status. For those with no job at this point, other social assistance could be claimed (Corden and Thornton 2002).

Key points – Extended period of eligibility, US and Canada
· During a work trial period, (where earnings are more than $200 per month), eligibility for the DI benefit is unaffected, should a deterioration in health occur. 

· The extended eligibility period lasts for nine (non-consecutive) months out of 36 month period.

· With health deterioration, the claimant does not have to reapply, prove their disability or endure a waiting period to regain the DI benefit.

· In Canada, those who finished a successful rehabilitation plan were allowed a three month period to undertake job search activates where they were still in receipt of their CPPD benefit.
Incapacity Earnings Provision

As in New Zealand where beneficiaries have been given the opportunity to earn additional income before benefit abatement, the UK provides a level of earnings which can be achieved while in receipt of an incapacity benefit. The policy intent of this is to encourage work skills and maintain contact with the labour market while in receipt of a benefit. The level of earnings in the UK was £15 and a further £60 could be accessed for childcare expenses. An evaluation of this initiative by Corden and Sainsbury (2001) found very little awareness of the scheme and few claimants willing to acknowledge they had earned some income while on the incapacity benefit. 

While benefit staff found the earnings provision measure very unbureaucratic, quick to set up and a good way of maintaining momentum towards work, some beneficiaries had reservations about the scheme. Criticisms by beneficiaries included the level of earnings meant that the work allowed was not enough to test abilities, extra work requested by the employer could not be done, some work could be harmful (as a GP was not involved in approving the work) and financially they were no better off if they incurred high expenses associated with the work.

In summary, the evaluation found that awareness levels were low with staff generally seeing little value from the provision. Therapeutic work (discussed in Part I, Chapter 5) was often suggested instead by staff, and researchers found little evidence of claimants actively asking about and seeking permission for this extra income to be earned. Take up of the incapacity earnings provision remained low in the pilot period and no new claims were allowed after April 2000
 (Corden and Sainsbury 2001).

Key points – Incapacity Earnings Provision

· Some countries provide a level of earnings which can be achieved while in receipt of the incapacity benefit. 

· The policy intent of this is to encourage work skills and maintain contact with the labour market while in receipt of a benefit.

· Evaluation of a UK initiative found that awareness levels were low with staff generally seeing little value from the provision.

· Take up of the incapacity earnings provision remained low and the scheme has since been terminated.

Summary
Research has shown that the take-up of work incentives is low and there is still little research that has been done to isolate their individual effects. Williamson and Moffit (1996) warn that financial inducement as a form of work incentive should be used with caution until more empirical evidence is found on its effectiveness. Evaluations of UK work incentives
 available to those on incapacity benefits found that:

· although there is potential for each of the measures to assist people into work, decisions were influenced more by health, age, availability of suitable work, and income security during the move into work. The incentives are more effective when they are not in “conflict” with these factors
· the awareness of many of these incentives was low, but it was found that a significant impact on the incentives was made by the level of staff knowledge and their experience in using them
· when moving into work, the client’s anxieties were diminished if they had an understanding of administrative procedures around benefits and an understanding of incentives such as tax credits
· there was the tendency for performance targets to unduly affect the advice and guidance provided by operational staff
· there were concerns that employers’ responses to work incentive measures could be negative or discriminatory (Corden and Sainsbury 2001).
Low staff awareness reduced the effectiveness of some of these incentives. Perhaps most illuminating is the statement from US research that awareness of the work incentives appears to make little difference to someone starting work – that person has the same tendency to start work as someone who is unaware of work incentives: but these people seem to have less ability to sustain work once in employment (Hennessey 1997).

10 In-work financial supports

As discussed in chapter 8, Partial Benefits, some workers may wish to resume work part time, but due to reduced work capacity or working in a new career, receipt of a lower wage is often inevitable. Partial benefits provide a way of reducing the disincentive of returning to work by ‘topping up’ the wage and are increasingly being provided, with some countries even using full benefits in work for a specified period, as an incentive towards work resumption.

Wage subsidies are also a common form of supporting those with disabilities back into employment. These can be paid to the employer or the employee. Wage subsidies paid to the employer are discussed in detail in Part I and wage supplements to employees are discussed below. Other combinations are found in France, where the wage is supplemented up to the minimum wage level for those workers with reduced productivity due to disability. Sweden has an arrangement where a wage subsidy is combined with a partial benefit. In 1992, Sweden had a system whereby an additional cash allowance of 100% of lost earnings, was paid to those participating in rehabilitation, however, the rate was recognised as being more than generous and did not act as an incentive to return to work. It was phased out by 1996 (Sim 1999).

A number of in-work financial programmes to beneficiaries including wage supplements, retention incentives, rent assistance, savings incentives, loans, emergency cash grants and in-kind benefits are presented below. The following supports are primarily sourced from a review by Kellard et al (2002) of 170 post- employment programmes. Although many of these programmes were not evaluated and a number were not specifically for people with disabilities
, the comparisons and lessons learned are valuable.

Wage supplements

Two schemes in the US have tested giving wage supplements to increase disposable incomes and encourage the retention of beneficiaries moving into work. Both schemes have been evaluated and both used randomised control groups; thus any difference between treatment and control groups can be attributed to the use of these subsidies. A further two evaluations were found of schemes in Canada and Ireland. A scheme from the UK is also included in this section evaluated by the DWP (although not using random assignment).

Minnesota Family Investment Programme – the US
This programme was for beneficiaries receiving AFDC (Aid to Families with Dependent Children) grants between 1994 and 1998. Three changes were made to their grants: 
· “their basic grant was increased by 20% to offset work-related expenses 
· 38% of earnings were disregarded in calculating the family’s grant 
· childcare subsidies were paid directly to the provider (whereas under AFDC they were reimbursed to the parent via their grant)” (Kellard et al 2002). 
A 50% increase in work participation was found for the treatment group compared with 37% in the control group. Earnings for the treatment group were 23% higher than those of the control group. In addition, treatment group members were more likely to stay employed for at least a year.

Milwaukee New Hope Project – US
For those receiving income below 150% of the federal poverty line, entitlements when entering employment were as follows; an earnings supplement reducing the marginal tax rate and/or giving affordable health insurance and subsidies for childcare. The participants volunteered for the programme and were randomly assigned to a treatment or control group. Evaluation results found that 13% of the control group were still unemployed at the end of the programme compared to only 6% of the treatment group. The annual earnings of the treatment group increased by 13%. Those who had increases in sustained earnings, had only one potential barrier to employment rather than none (interestingly), or two or more barriers. Barriers included having small children, limited work experience and lack of qualifications (Bos et al 1999).

Self-sufficiency Project – Canada
This random assignment pilot was to encourage sole parents into employment, with earnings supplements paid for full-time work. The supplement was only given if participants found work within a year of entering the programme, and equalled “half the difference between a participants earnings and an earnings benchmark” (Kellard et al 2002). As long as the person remained in full-time work, the supplement was provided for three years.

The evaluation found that the proportion of the treatment group working full time increased by 29% compared with 14% in the control group. The programme doubled the number of people working full-time for over a year. However, wages for those in the treatment group (after three years) grew by only 11.7%, compared to 12.7% growth in the control group.

Back to Work Allowance – Ireland
This scheme, which began in 1993, enabled the long-term unemployed to take on full-time work or self-employment without totally losing the benefit. In the first year of employment, they continued to receive 75% of the benefit, then 50% and 25% respectively in the following two years. Participants also continued to receive some assistance for fuel and other necessities. To assist them into employment, Job Facilitators recruited employers and provided after care services to these employees. Employers participating in the scheme received benefits such as national insurance exemptions. In practice, findings from the evaluation showed that these services were weak, given that Job facilitators were too busy with already heavy caseloads averaging 330 or more.

The evaluation was based on surveys of participants but found the programme was also weak in retention of these employees, particularly after nine to eighteen months in the programme. By this time the financial assistance had fallen from 75% to 50% of the benefit.

Job-match payments – UK (for people with disabilities)
This pilot incentive provides an extra weekly allowance of £50 on top of wages, payable for up to 26 weeks, to encourage claimants to take jobs they would not otherwise consider. Job-match was intended to go some way towards reducing the barriers for those who could not find full-time work due to their disability. Eligibility was based on having been on the incapacity benefit for 28 weeks, and moving into a job of less than 30 hours per week for an employer other than one they have worked for previously. It was meant to be used with discretion by a Personal Advisor and was not available as of right. 

Job-match had been used with other client groups and other evaluations (Loyd and Hussey 1996, and Clemens 1997) showed that it could act as an incentive to some unemployed people to take up part-time work. Clemens’ (1997) follow-up study showed that after 12 months, the majority of participants were still in work despite losing the Job-match payments after 26 weeks.

An evaluation by Corden and Sainsbury (2001) found that some who received Job-match payments found the in-work support they received from the Personal Advisor more helpful than the financial assistance. For others, the suitability of the job (with respect to their health status) was also more important than the money received (although it was welcomed). None of the users felt they would not have taken the job without the payments.

Among staff, there were considerable reservations with the scheme – concerns about the termination of payments after six months and perceived abuse of the scheme. There was also concern from staff that it was up to their discretion whether to grant payments.

The Department for Work and Pension’s own records showed that take up of this measure was low and although it was, in general, positive for those who received this payment, the scheme was stopped in June 2000. It is not clear from the evaluation why the scheme was terminated.

Key points – wage supplements

· Wage supplements are intended to increase disposable incomes and encourage the movement of beneficiaries into work.

· Different schemes have used increased grants and supplements; either alone or in conjunction with income disregards and childcare subsidies.

· Various schemes using random assignment have found increased participation and (sometimes) earnings of the treatment group.

· The Job-match (UK) evaluation found increased retention even after supplements had ceased but none of the users felt they would not have taken the job without the payments.

Retention incentives

To encourage job retention, cash payments or in-kind incentives are made to existing employees. These payments are made by the state or their welfare-to-work contractors. They vary depending on length of time in a job, the number of hours worked each week and value of each incentive. Examples (all from the US) of these retention incentives include:

The US

Kentucky: This state cash incentive pays $500 to those in full-time work (over 35 hours a week) when they have reached 90, 180 and 270 consecutive days (to a maximum of $1500 per person).

New Jersey Supplemental Work Support: for those working 30 or more hours a week, pays $400 upon reaching three months in work and $600 at six months. Conditions are that they will have received TANF (Temporary Assistance to Needy Families) for at least six months before they started working.

Mesa County Workforce Center, Colarado: similar to the New Jersey programme, current or former TANF recipients who retain full-time employment (at least 30 hours per week at the minimum wage or more) for three months are paid $400 and a further $600 at six months under the same conditions.
Turnbull County, Ohio: this programme pays $1500 to clients who are newly employed and maintain a work record of over 30 hours a week for six months.

Programmes providing non-financial incentives include:

Advanced Works, Colorado: this programme provides a ‘Start to Work Kit’ with $50 of work related vouchers (petrol) received after clinets have been in employment for two weeks.

Full Employment Council, Kansas City: a programme providing $1800 worth of vouchers if people remain with the same employer for six months. (Kellard et al 2002). 

No evaluations of these schemes have been found.

Key points – Retention Incentives

· To encourage job retention, cash payments or in-kind incentives are made to existing employees.

· These incentives vary depending on length of time in a job, the number of hours worked each week and value of each incentive.

Rent assistance

Kellard’s research found a number of schemes in the US whereby rent assistance has not been means tested thereby effectively increasing disposable income. This has been in response to public housing schemes where rent is based on income, and any gain in income is virtually lost with increases in public housing rent.

Jobs-Plus Community Revitalisation Initiative – US

This project began in 1997and was designed to increase employment and earnings of working age tenants in public housing sites. This was achieved by the provision of employment and training services and neighbourhood outreach and financial incentives (limiting rent increases). While a complete evaluation has not been finalised, interim evaluations in 2001 and 2002 have revealed the following:

· The programme’s success varied by housing status: its impacts on employment, earnings, and welfare were consistently larger for welfare recipients living in public housing – and to some extent for recipients with the subsidies – than for recipients with no rent subsidies.

· Across all housing developments, the Jobs-Plus rent rules gave residents more incentive not only to accept employment, but also to choose full-time over part-time jobs and to advance into higher-wage jobs than they had under the traditional rules.

· Jobs-Plus rent rules may encourage some residents, particularly second earners in two-parent families, to reduce their work hours. Under some plans, residents’ incomes may fall over time unless they can increase their earnings to match the higher rent steps”. (National Centre for Children in Poverty 2002).
Economic Initiative Program, City of Phoenix Housing Department – US
This programme, apart from providing a rent “disregard” for 18 months, provides a life-skills training course, educational and vocational skills training, placement in subsidised employment and other job search activities. Participants in the programme are encouraged to use the rent disregard to buy goods for them to secure and maintain employment. In the eight years of the programme, 93% of participants (57) have gained unsubsidised employment and 12 have purchased their own home (Wood et al, as cited in Kellard et al 2002).

Connecticut and New Jersey: these states provide vouchers in cases where rents exceed 40 and 45% (respectively) of family income (Kellard 2002).

Key points – Rent Assistance

· Some schemes include provision of non-means tested rent assistance, rent vouchers and rent disregards. (As incomes rise, public housing rentals rise, thus rendering the person no better off).

· Rent assistance has usually been provided as part of a package of assistance including employment, educational and vocational training services: thus it is difficult to test its effectiveness. 

· “Jobs-Plus rent rules” give more incentive not only to accept employment, but also to choose full-time over part-time jobs and to advance into higher-wage jobs.

Savings incentives

The Family Self-Sufficiency Program in the US provides savings incentives to encourage those who move into work to remain there and to accumulate funds for work related activities such as training.

Families living in state housing (or who receive Section 8
 vouchers) under this scheme, receive case management to help with employment goals, skills training and other support. Like the rent assistance programmes, state housing agencies pay money into an account for families as their rent increases with income. The money can be accessed after five years when the income earner is employed and all members of the family have not been in receipt of welfare for 12 months. Access may be allowed prior to the five years for vocational training or home ownership.

Analysis found that 46% of Section 8 families that enrolled between 1999 and 2000 had an employed member, half of those working full-time. Over 75% of families completing the five year programme over the same period, had an employed member (80% of whom were working full-time). Participants identified the access to funds and case management services as helpful to them remaining in employment (Kellard et al 2002).

Loans

Some states in the US provide low or no interest loans for low income families, to cover expenses that are directly related to gaining or remaining in employment. These expenses could include car repairs, car loans, work related clothing and moving expenses (if the move is necessary to gain employment). 

Wisconsin Works has provision for low or no interest loans for amounts up to $1600 which must be repaid within a year, either in cash repayments or a combination of cash and voluntary community service.

Family Loan Program and Ways to Work is an evaluated programme that provides no-interest loans to low income families with a dependent under 17 who have the funds to repay the loan. They must be in employment or pursuing education that will lead to employment. Most loans are used to buy cars, meet childcare, health or housing needs. Repayment must be made within two years and lenders make regular contact with and provide support to borrowers.

The evaluation of a random sample of participants found that an improvement in employment status was reported by 46% of those sampled. Of the 160 borrowers that had received some form of welfare assistance, five percent had stopped receiving welfare payments. Only 20% found it difficult to repay the loan; most did not (Kellard et al 2002).
In 1998, the name was changed to Ways to Work and while essentially the same programme, some borrowers are required to pay some interest and others required to attend financial management classes. A preliminary outcomes evaluation found that “while the majority increased or maintained their previous earnings and the use of TANF  generally declined, many continued to use food stamps and use of Medicaid remained high” (Lengyel 2001). It should be noted however, the numbers in the evaluation were too small to form robust conclusions about the scheme.

Key points – Savings incentives and loans

· Both savings incentives and loans are intended to encourage people into work using the financial assistance for work related expenses (car repairs, transport, work clothing and childcare).

· The savings incentives and loans are usually accompanied by skills training and other support.

· Although employment appeared to increase for those in receipt of these incentives, it is difficult to attribute this solely to the incentive.

Emergency Cash Grants

In recognition that many beneficiaries have limited or no cash reserves when entering employment for such emergency purchases as clothing, car repairs and childcare, many states in the US offer different forms of emergency assistance. Most of the following schemes have a time limit of a year and some will not allow recipients back onto TANF if they accept the emergency grant. Examples of various US programmes (again, not exclusively for those with disabilities) are included below.

Alabama: for expenses related to accepting or staying in employment, a grant is available in the first year of employment. This can be used for clothing, car repairs, transport and other emergencies.

Arkansas: a one-off payment for an immediate job related expense that if not purchased, would result in the loss of that job.

Kansas: assistance for retaining employment available up to $1500 to help self-sufficiency in the three months after leaving TANF assistance.

Kentucky: payments are available up to $1500 for temporary difficulties including transport or childcare problems, child support, housing or employment related expenses. Once they have accepted these payments, they will be excluded from TANF for a year.

Job-finder’s Grant – UK (for those with disabilities): A one-off payment of £200 (from April 2001, reduced to £100) designed to offset some of the costs of moving from benefit into low paid employment and to encourage claimants to consider a wider range of jobs. It was eligible to anyone who had been incapable of work for at least 28 weeks and moved into a job of 16 hours per week or more. It is recognized that many costs, in particular, the cost of transport is often higher for those with disabilities than those without. 

This measure (at £200) has been evaluated by Corden and Sainsbury (2001) who found that many people who applied for the grants were going to take the job anyway and felt the grant, while useful, did not act as an incentive. All who received the grant found it helpful, lowering anxieties, boosting income and increasing confidence for some. Most spent the grant on household expenses, clothes and transport.

There were differences of opinion among staff as to what extent the Jobfinders grant acted as an incentive. While some staff felt strongly that it acted as an incentive, reducing financial worries for benefit claimants, other staff recognised the time delay (often up to six weeks) in receiving the grant acted as a disincentive to take work. These staff were reluctant to promote the measure.

In summary, although the amount of the grant has been reduced, implications for policy makers include designing a measure:

· that will be timely (late delivery reduced the effectiveness) 
· that will be promoted effectively (some staff had little or no knowledge of the grant).
The grant, although not always acting as an incentive, was welcomed by those finding the transition to work financially challenging.
Key points – Emergency Cash Grants

· Emergency grants have strict criteria with re-entry to welfare often prohibited (within a year) on acceptance of the grants.

· In general, the financial assistance must be spent on work related expenses.

· A UK scheme found that many who applied for the grants were going to take a job anyway and felt the grant, while useful, did not act as an incentive.

· For a grant to be effective, it must be timely and promoted effectively.

In-kind assistance

Paying benefits in kind is another way governments encourage return to work without complicating benefit abatement and tax systems. A number of benefits in the US are paid in kind to those with disabilities. These include health coverage, personal assistance and assistive technology and are usually available to those who are in receipt of DI or SSI benefits. However, there are many problems associated with health care benefits for those who are disabled
. While provisions are in place to encourage those with disabilities into employment, many in the US find that fear of losing health insurance still acts as the primary disincentive for returning to work (Batavia 1996).

Advocates of change to this system promote tax credits for health costs and payment of cash equivalents to beneficiaries (Friedland et al 1996; Batavia 1996). The payment of a cash equivalent (equal to value of Medicare) approach is favoured as it recognises the additional burdens of disability. It also requires less bureaucracy as it would be paid through existing structures. Other in-kind benefits have already been discussed including childcare subsidies, transport and rent relief which all act as in-kind benefits also.

All states in the US provide some form of subsidised childcare for up to 12 months, and sometimes longer, for those who are moving from welfare to work. Many states are encouraging employers to provide childcare, recognising that those who do find higher staff retention, lower absenteeism and improved work performance. In some cases, governments provide financial assistance, tax credits or match expenditure of employers for these services as few employers
 will do so without some incentive (Kellard et al 2002).

Transport costs and access to transport have been alluded to before, with loans and grants being made available to those moving from welfare to work. It has been recognised that inadequate transport inhibits access to and retention of work (Kellard et al 2002). This is the case in the US (and to a lesser extent in the UK) where workplaces are often far from people’s homes. Kellard’s research has identified a number of programmes that attempt to address this and are provided by both non-profit organisations and at state level. Other than loans and grants, they include provision of free or low cost cars, assistance with other transport costs, van or car pools, co-ordinated public transport for low income workers, alternative bus services, use of volunteers and involvement of employers in providing transport through tax credits
 (Kellard et al 2002).

The downside of paying in-kind benefits, in place of vouchers or cash equivalents, is the implication that beneficiaries cannot be trusted to make appropriate decisions for themselves (Batavia 1996). Batavia also asserts that providing cash equivalents and phasing them out as income increases through employment offers those with disabilities greater control over their lives.

Key points – In-kind assistance

· These are a way of encouraging return to work without complicating benefit abatement and tax systems.

· In-kind benefits can include health coverage, personal assistance and assistive technology.
· Although in-kind provisions exist for health care, fear of losing health insurance is still the primary disincentive for returning to work
· Transport and childcare provision can be provided in-kind to beneficiaries by giving employers tax credits for their involvement in such schemes.
· A negative feature of in-kind benefits is the implication that beneficiaries cannot be trusted to make appropriate decisions for themselves.
Research shows that although providing financial assistance can increase job retention, providing additional non-financial supports can increase the effectiveness of these payments. Kellard concludes her analysis of in-work financial supports by finding that there is some evidence that retaining people in employment can be improved by the introduction of earnings supplements to workers particularly when these are combined with some form of non-financial support. This is especially the case for those who have been out of work for some time and those hard-to-place individuals further from the labour market. 

Kellard’s research also found there was limited (less robust) evidence that:

· “providing financial assistance for benefit-leavers to deal with domestic emergencies in the early months of a new job may improve job retention
· providing mini-bus (van) pools to help workers get to work may improve job retention rates
· job coaching, skills training and mentoring programmes may have an impact on job retention” (Kellard et al 2002).
11 Perceptions of in-work assistance

Government perceptions of in-work assistance

The United States GAO (1997) takes a dim view on some work incentives to encourage beneficiaries back into work and makes the claim that financial incentives (by themselves) are ineffective. They maintain that incentives that are complex, difficult to understand and poorly implemented will impede return to work. Because of these factors, many beneficiaries are not aware of the existence of these incentives. Although they provide some financial protection for beneficiaries returning to work, they do not seem to be enough to compensate for the large drop in income when removed after a few months. As noted in the section on Extended Period of Eligibility in chapter 9, researchers have found the loss of the financial incentive (after nine months trialled work) is a considerable disincentive to not only finishing the trial period, but even starting it (GAO/HEHS-96-133).

This view, however, contradicts findings such as those of the Job-match payments evaluation in the UK. Clemens (1997), in a follow up study of those in receipt of a short term financial incentive, found that after 12 months the majority of participants were still in work even after the removal of the incentive at six months. Kellard et al (2002) found that the cessation of work had more to do with health deterioration than with removal of the payment. 
Like the GAO, Williamson and Moffit (1996) warn that financial inducement as a form of work incentive to encourage welfare recipients should be used with caution until more empirical evidence is found on its effectiveness. They find that “the empirical research of DI and SSI does not allow us to reach any conclusions about whether the magnitude of the responses in DI programmes is likely to be greater than that in non-disability programmes”. This confirms the findings of Hennessey (1997) that “a person with knowledge of the work incentive provisions to help beneficiaries into full- time work has the same tendency to start work as someone who does not, but is less able to sustain it”. 

Williamson and Moffit suggest a more appropriate incentive is the provision of an earned income tax credit for low income households, which has the potential to increase work and earnings and reduce numbers on disability rolls at the same time.
Key points – Government perceptions of in-work assistance

· Some governments claim that financial incentives (by themselves) are ineffective and maintain that incentives that are complex, difficult to understand and poorly implemented will impede return to work.

· There is conflicting evidence that when the financial incentives are stopped, the employee will cease working. UK research finds evidence to the contrary.

· Critics assert that financial incentives should be used with caution until more empirical evidence is found on their effectiveness. In their place, they advocate income tax credits.

Client perceptions of in-work assistance

While Kellard’s research has shown the effects of various in-work incentives, Woodland et al (2003), in more recent UK research, focused on client perceptions of various in work incentives and support in transitioning to employment. The usefulness of Woodland’s research is the response not just from those receiving Job Seeker Allowance (JSA) or Income Support (IS) but from those receiving the Incapacity Benefit (IB) and Severe Disablement Allowance (SDA) to various forms of support.

The justification for provision of these benefits to beneficiaries has been one or a combination of the following factors: 
· work is normally paid in arrears
· beneficiaries are likely to have little or no savings
· start up costs of work need to be covered
· starting work removes entitlement to some in-kind benefits. 

This research explored the transitional period between leaving welfare and starting work. It covered client perceptions of the transitional barriers and assessed the effectiveness of the main work-incentive measures such as Job Grant, Lone-Parent Benefit Run-on and Housing Benefit Run-on. 

The interest in both financial and non-financial forms of assistance from over 1600 respondents
 was very high. Nine out of ten beneficiaries surveyed who weren’t currently working expressed an interest in these two forms of support. Half of the respondents who were interested said they would change their job search behaviour with the incentives offered
 and it would increase their confidence in looking for work. Not surprisingly, it was found that behavioural and attitudinal change was positively associated with the amount of anticipated financial assistance. However, as Dorset et al (1998) has found, the actual take-up of work incentives is low.
When considering non-financial support for transition to employment, 96% of those surveyed were interested. However, only a third of those who had made the transition to work said they could have used more support. The types of non-financial support most needed were helping sort out benefits that could be claimed once in work, help with information on claiming additional payments, tax code issues and childcare (where appropriate).

Most back to work incentives apply to those who have been in continual receipt of a benefit for six months. The main incentives (or “easements”) are only available for those moving into paid work for 16 hours a week or more and are listed below: 

· Job-finders Grant – (discussed above) a grant of £100 for work that is expected to last five weeks or more.
· Automated Housing Benefit Run-on (HBRO) – a four week continuation of a Housing Benefit after work start that is expected to last five weeks or more.
· Mortgage Interest Run-on (MIRO) – a four week extension of a mortgage interest relief when beginning employment that is expected to last five weeks or more
· Income Support Mortgage interest 52 week linking rule – allows home owners a return to benefit within 52 weeks without loss of entitlement to mortgage interest payments.
· Lone Parent Run-on – a two week extension of the benefit.
The comments made above relate to all those surveyed (not just to those receiving incapacity benefits). The main worries for those leaving the IB are not having enough to live on (47%) closely followed by not having enough for rental or mortgage payments (43%). In both cases those in receipt of the SDA showed a higher proportion worried about these two issues. Only 33% of those on the incapacity benefit had concerns of the job not lasting very long and 22% of those on SDA.

Table 1: Concerns of Recipients of Invalids Benefit or Severe Disablement Allowance when considering returning to work
	
	Incapacity Benefit
	Severe Disablement Allowance

	Not having enough to live on
	47%
	53%

	Not having money for rent/mortgage in first weeks of work
	43%
	45%

	Job not lasting very long
	33%
	22%

	Coping financially until first payday
	26%
	49%


Source: Woodland et al,( 2003) DWP, p85

Figures for SDA should be used with caution due to a low sample size of respondents.

The type of help wanted shows significant disparities between those receiving different types of benefits. A lower proportion of people receiving the incapacity benefit (79%) indicated requiring financial help compared to 93% of those on Income Support. This supports Corden and Sainsbury’s findings that those receiving the Job grant found the in-work support more helpful than the payment itself. While obviously finding the money useful, those with some type of disability place high importance on in-work support, especially during the transition stage.

Table 2: Type of help wanted for Recipients of Invalids Benefit, Severe Disablement Allowance or Income Support when considering returning to work

	
	Incapacity Benefit
	Severe Disablement Allowance
	Income Support

	Financial help wanted
	79%
	81%
	93%

	Financial help not wanted
	3%
	3%
	..

	
	
	
	

	Non-financial help
	
	
	

	Help sort out benefits
	75%
	93%
	87%

	Help with claiming other payments
	44%
	65%
	62%

	Help with finding right tax code
	58%
	33%
	34%

	Moral support
	32%
	34%
	19%


Source: Woodland et al,( 2003) DWP, p115

Figures for SDA should be used with caution due to a low sample size of respondents.

The types of non-financial help wanted related to sorting out the right benefits to claim, finding the correct tax code and moral support. Seventy-five percent of those on the incapacity benefit wanted help in sorting out benefits compared to over 90% of those receiving SDA, and 87% of those on Income Support. A higher proportion of both the SDA (65%) and Income Support (62%) recipients needed help with claiming other payments compared to only 44% of those on the incapacity benefit. Not surprisingly a higher proportion (32%) of those on the incapacity benefit wanted moral support when moving into employment than those on Income Support (19%).

This is validated by other research showing that case management was appreciated by clients with disabilities having been listened to, understood, and feeling that the service offered had assisted them (Hills et al 2001; Loumidis et al 2001). However, despite the perception that financial and non-financial help would assist moves into employment, research has consistently pointed to the take-up of these benefits being low. It is unclear whether this is primarily a result of lack of information being given to those on these benefits or due to the fear that many have in moving into work and losing income security (and fear of loss of eligibility to this benefit if work is unsuccessful).
Key points – Employees’ perceptions of in-work assistance

· The interest in both financial and non-financial forms of assistance from benefit recipients was very high.

· Half of the respondents who were interested said they would change their job search behaviour with the incentives offered, however, take up of in-work benefits has been low.

· Behavioural and attitudinal change was positively associated with the amount of anticipated financial assistance.

12 Summary – Social Assistance Frameworks

While the outflow rates off disability benefits in most countries is still low, there is a genuine effort on the part of governments to explore ways of facilitating a move to work for this population. Some countries (the UK and the Netherlands) have succeeded in improving their outflow rates by keeping the level of benefit low and implementing rigorous medical testing regimes.

Each government has a conflicting set of objectives when creating disability policy, together with the challenge of designing appropriate programmes for this population. The dual objectives discussed in Part I, of firstly, equity and full participation and secondly, cost effectiveness can sometimes be in conflict. Embedded in law in many countries now is the right for those with disabilities to participate fully in society, with the aim of policy to remove as many barriers as possible to achieve this goal. While attempting to achieve this first goal, all government strategies should be as cost effective as possible. In a similar way, creating policies around welfare support to those with disabilities can be in conflict.

To receive an incapacity benefit, a person must prove they are incapable of working; yet to attempt work, the person must prove to an employer they are capable of working. While some may be limited in the amount of work they can do, and are not able to be fully productive, they can still contribute with the right support. This all-or-nothing approach to benefit receipt overstates disabilities and understates capacity to work.

The main eligibility criteria for disability benefit receipt in most countries are some combination of a reduction in work capacity or an earnings capacity related criteria. However, some governments are moving to only medical definitions of disability to avoid ambiguous language used in the vocational criteria of disability. Phrases such as “permanently unemployable” may be open to interpretation. Further conflicts arise for policy makers with inclusion and exclusion errors where those that should not be getting help are included and vice versa.

The structures of disability benefits in various countries differ considerably: some are earnings related, flat rate or needs-tested. Low flat rate benefits typically have extra-cost benefits in recognition that a disability is likely to incur additional costs, while high benefit levels implicitly include these extra costs but have resulted in high benefit recipiency rates. 

In recognition that some with disabilities wish to work part time, the option of partial benefit is available in some countries. Partial benefits are increasingly being provided as a form of incentive, with some countries even using full benefits in work for a specified time as an incentive towards work resumption. This has been trialled in the US, but no information is found as to its effectiveness.

Other work incentives include tax reductions, tax credits, eligibility extensions, lump sum payments for start up expenses and provisions to earn income while in receipt of an incapacity benefit. While tax reductions and credits are easy to implement under established administration regimes, the take up of these incentives has been lower than expected. Eligibility and benefit extensions are designed to reduce uncertainty when returning to work, especially in cases where the return is not successful. Research shows that a significant proportion of people leaving the incapacity benefit for work, return some time later. Under eligibility extensions, a person can return to the incapacity benefit without losing their benefit status. In a UK trial, claimants reported that the scheme was useful and had influenced their decision to move into work or training. Lack of awareness by staff, however, reduced its incentive effect, together with the perception that the extension may have been difficult to access by some claimants.

Provisions to earn income while in receipt of an incapacity benefit are in place in a number of countries. The policy intent is to keep some attachment to the labour market and improve skills and confidence while in receipt of a benefit. Again low staff awareness levels in a UK programme reduced its effectiveness, with a consequent low take up of the provision.

In-work financial supports are provided to people with disabilities by a number of governments, and include wage supplements, retention incentives, rent assistance, savings incentives, loans, emergency cash grants and in-kind benefits. Wage subsidies have been found to increase participation and earnings in some programmes. However other programmes report that although retention increased after termination of the subsidy, participants would have moved into employment without the subsidy, implying deadweight costs.

Of the other incentives there is very little robust research to show the effectiveness in encouraging work resumption by themselves. Research shows that although providing financial assistance can increase job retention, providing additional non-financial supports can increase the effectiveness of these payments. Critics assert that financial incentives should be used with caution until more empirical evidence is found on their effectiveness. In their place, they advocate income tax credits.

� PES is a broad term that in many countries includes the social welfare function of that country.


� Although evaluations of NDDP in UK found that many agency staff were unaware of government programmes available to participants.


� This is an interesting observation given that the younger the benefit recipient population, the higher the share of those with mental health conditions. See Section on Assessment in Part II.


� A six-country study of work incapacity and re-integration for those with low back pain. Countries included Denmark, Germany, Israel, the Netherlands, Sweden and the US.


� The “all-or-nothing” approach to benefit receipt, where to receive a benefit, a person must prove they are incapable of working; but to move off benefits into work, they have to demonstrate to employers they are capable of work.


� It is possible to earn an additional £20 per week without affecting the benefit; this is approximately 30% of the Incapacity Benefit (£20/£70).


� Information on actual rates is found at the following website. However information regarding income testing of this benefit is confusing. While affirming the benefit is income tested, an additional note states that Disability Support Benefit recipients are exempt from the income test. www.centrelink.gov.au/internet/internet.nsf/payments/pay_how_dsp.htm


� Recipiency rates in Poland were 13%, and in both Norway and the Netherlands; 9% in the late 1990’s. (OECD, 2003b).


� Interestingly, recipiency rates in late 1990’s for Canada, US, Germany, Switzerland, Italy, Spain and France were all between 4 and 6% while Sweden had rates over 8%. (OECD, 2003b).


� For more information, see p.68. (OECD, 2003a).


� It is unclear at what point abatement begins.


� The world data provided by SSA is spilt into four regions (Europe, Africa, Americas and Pacific) and the information is updated every six months on a rolling basis; thus some fo the information will be more up-to-date than others.


� In the Netherlands, this is provided temporarily with a partial sickness benefit being paid until full work resumption. It is unclear whether this is topped up to the previous wage level. (Cuelenaere and Prins 1998).


� Canada, France, Germany, the Netherlands, New Zealand, Sweden, the United Kingdom and the USA.


� Other conditions include having savings of £16,000 or less and receiving a qualifying benefit such as disability living allowance, attendance allowance, or other disability-related allowances.


� Duckworth, S., McGeer, P., Kearns, D. and Thornton, P. (1998).


� Although there are countries with high benefit receipt rates, where partial benefits are not granted at all.


� For more information, refer p.67. (OECD, 2003a).


� It has since been renamed as the Working Tax Credit.


� This seems to be in conflict with further UK findings of Dorset (1998), where only a quarter returned to the incapacity benefit at some point.


� For more information on the differing treatment of SSI and DI beneficiaries, refer Corden and Thornton (2002), pp 42-43.


� Canadian Pension Plan Disability benefit.


� It is unclear from the evaluation as to why the trial was discontinued. It is possible that a key problem may have been that too few beneficiaries knew or understood how it worked.


� The incentives included Job-finders Grant, Work Trials, Job-match payments, voluntary work and therapeutic work (all discussed in Part I) and Tax Credits, Incapacity Earnings Provision and 52 week linking rule (discussed above).


� The programmes that are specifically for those with disabilities are explicitly stated.


� Section 8 vouchers are given to low income families in private rentals to help them pay for rent.


� Friedland and Evans (1996) find that nearly a fifth had no health coverage at all.


� In 1998, only 3% of employers (other those involved in the Welfare to Work Partnership), provided childcare services.


� Details of all these schemes are found in Kellard et al (2002:35–40).


� In 45 minute face-to-face interviews.


� Half wished to continue receiving the level of financial assistance they received on the benefit, as they moved into work. When asked about levels of assistance, one third requested a specific amount of money, a further third wanted £100 or less and the rest wanted more than the £100.
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