APPENDIX B
Cost Benefit Analysis 

The main aims of the cost benefit analysis were to:

a) Analyse annual income and expenditure of Prospects UK between 1995-2003.

b) Analyse sources of funding to Prospects UK from 1st April 2000 – 31st March 2003.

c) Calculate the cost per job over the period from 1st April 2000 – 31st March 2003.

d) Calculate the total savings to the Exchequer in terms of reductions in benefit amounts and increase in tax and National Insurance returns.

e) Analyse changes in frequency and types of benefits claimed before and after registering with Prospects.

Method
Data on income, expenditure and sources of funding were obtained through the National Autistic Society accountancy department.  Salary and benefit information was collected from the clients themselves via the employment consultants.

Results

A.  Income and Expenditure of Prospects UK

In general, both the overall annual income and expenditure of Prospects UK increased between April 1995 and March 2003.  The annual income for Prospects UK was £63,015 in 1995-1996 rising to £490,205 in 2002-2003.   The annual expenditure was £70,276 in 1995-1996 and £604,196 in 2002-2003.  Although the gap between income and expenditure increased over time (apart from the March 2000 - April 2002 whereby Prospects UK received substantial funding from the DWP) the numbers of clients finding work over this period also increased substantially with a significant increase in the total number of jobs obtained between April 2000 and March 2003 (see Appendix 1).  

It should be noted that income from the DWP is shown against the London service as the contract was administered though London. However this income supported all Prospects services. In addition, Figure 5c (Appendix 1) shows Prospects Glasgow with a surplus between years 2000-01 and 2001-02.  This reflects one off donations from BT, TSB and the Henry Smith Charity during these years.  

B.  Sources of funding

Since 2000, sources of funding for Prospects UK have come from the Department of Work and Pensions, Access to Work money (Jobcentre Plus), Work Preparation money (Jobcentre Plus), New Deal for Disabled People and Training and Consultancy fees, Student Support Service.  (The DWP also provided funding for the evaluation, but this is not included here, as it was not directly related to the Prospects service).  The majority of funding has come from the DWP (44% for 2000-2001, 50% for 2001-2002 and a 51% for 2002-2003) (See figures 6a, 6b, and 6c)2.  In addition, for the period of 2002-2003, Prospects received a performance related outcome payment of £17,065 (excluding VAT) from the DWP after having reached the target of obtaining more than 50 jobs meeting DWP criteria (jobs over 16 hours per week and sustained for a period of over 13 weeks). 

Sources of Income for Prospects UK for 2000-2003 (£)
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C.  Cost Per Job

Calculations of the cost per job are required in order to assess the cost effectiveness of a service.  Dean and Kent (DWP, 2001) calculated the relative cost effectiveness of The New Deal for Disabled People (NDDP) by dividing the relevant costs by the number of jobs.  NDDP consist of three types of schemes: Personal Advisor Service Tranche 1, Personal Advisor Service Tranche 2 and Innovative Scheme.  The main findings were that the cost per job (excluding start up costs) of Personal Advisor Service Tranche 1 scheme decreased significantly as NDDP became established, reducing from £7,800 in March 1999 to £2,400 in March 2001.  

Using a similar method, the cost per job for Prospects clients was calculated for each financial year over the period from 1st April 2000- 31st March 2003.   The costs of the Job Finding Programme were divided by the number of jobs obtained.  It should be noted that this calculation only focuses on job finding costs; other costs such as funding for Access to Work and Work Preparation programmes were excluded. Analysis of the total costs of government funding would involve a detailed assessment of time spent on different activities, such as work preparation programmes and numbers of clients in different programmes.  Table 5 shows that the cost per job found by Prospects UK has decreased over time, from £6,542 in 2000-2001 to an estimated £4,281 in 2002-2003.   

Table 
5: Cost per job over time from 1st April 2000 – 31st March 2003

	
	1st April 2000 – 31st March 2001
	1st April 2001 – 31st March 2002
	1st April 2002 – 31st March 2003

(Estimated)

	Job finding expenditure excluding start up costs (£)
	176,625
	244,591
	252,565

	Number of jobs 
	27
	39
	59



	Cost per job (£)
	6,542
	6,271
	4,281




D.  Salary and Benefit Information

Salary and benefit information was collected from those clients in some form of paid employment during the period 1st April 2000- 31st March 2003.  The number of months worked by each client during this period was calculated and this figure used to estimate the total saving to the Exchequer made by the client, in the form of reduction in benefits and gains in tax and national insurance.  

Data on the monthly salary and benefit types and amounts were collected for all those clients finding paid employment during the period of 1st April 2000- 31st March 2003.   Information was collected before they registered with Prospects and when they went into paid employment. The correct amount of tax and national insurance for each financial year and the savings made in benefit reductions for each client over the evaluation period were then calculated.

Salary and benefit information was obtained for 114 clients (including 16 clients who had more than one job during 2000-2003) between 1st April 2000 and March 31st 2003 (84% response rate).  Data were missing for 21 clients due to various reasons such as moving area, leaving Prospects, not wanting to disclose or being unable to recall such information.  

Between 1st April 2000 and 31st March 2003, DWP provided Prospects with a total of £673,781.  However, the overall saving to the Exchequer was £494,686 in terms of reductions in benefits and gains in tax and national insurance  (see Appendix 2).   This represents a net cost of £179,095 for providing 114 jobs.

The savings in benefits and gains in tax and national insurance correlates with the number of jobs found and thus will increase further in 2002-03 when more jobs were found than in 2000-01.  The net cost over the whole 3-year period has steadily reduced over time and in line with previous supported employment schemes there is likely to be a net gain to the Exchequer in future years.

It should be noted that information on salary and benefit was difficult to collect as it relied on collecting data from the clients themselves.  Many individuals were unsure about the amounts of benefits they received, especially prior to registration with Prospects.  In addition, data were missing for 21 clients.  Hence, the actual saving in benefits will be greater than £494,686.  There were 16 clients who had more than one job during 2000-2003 and for this group information on salary and benefits was only available for the latest job, not previous employment.

Changes in salary and benefit status
Appendix 3 shows the changes in annual benefit amounts for those 114 clients who found employment through Prospects from 1st April 2000-31st March 2003.  In 110 cases, benefits were reduced (70%) or stayed the same (26%) once the individuals had found work.  However, benefits for four clients (4%) increased as it was found that they had previously been on incorrect benefits, a situation that was rectified by Prospects staff.   The mean annual reduction in benefits once clients found work was £2063 (range from £0 to £9029.52 per client). 

Appendix 3 shows the changes in annual salary for those 114 clients who found employment through Prospects.  One hundred and ten clients saw an increase in their salary; in one there was a decrease and in three there was no change.  The mean increase in annual salary was £8798 per client (range = £0 to £24980).                                                                                                                                  
E.  Changes in Types of Benefits 

The following information is taken from those clients (n=106) who were working at some time during the period 1st April 2000-31st March 2003.  

Table 8: Numbers of clients receiving benefits before registering with Prospects and once in paid employment. 
	Benefit Type
	Number of clients receiving benefits before registering with Prospects.
	Number of clients receiving benefits after being placed in a job by Prospects.

	Income Support
	26
	7

	Disability Living Allowance
	37
	44

	Housing Benefit
	23
	11

	Job Seekers Allowance
	36
	0

	Incapacity Benefit
	16
	5

	Severe Disability Allowance
	6
	1

	Council Tax
	19
	8

	Tax Credit
	1
	9

	Other
	6
	2

	Total
	170
	87


(Several of these clients were on more than one benefit).

Table 8 indicates that the number of clients receiving benefits almost halved after they had found a job through Prospects.  There was a reduction in the claim for almost all benefit types, except for Disability Living Allowance and Tax Credit.    Most clients who were originally on Job Seekers Allowance, Income Support, Incapacity Benefit and Severe Disability Allowance came off these benefits following placement.

Summary
Between the period of 1995 and 2003, although the cost to the government of supporting Prospects increased, the overall saving to the Exchequer also increased.  The total saving to the Exchequer in terms of the total tax returns and reduction in benefits for all those clients who were employed during the period of 1st April 2000 to 31st January 2003 was £494,686.  

The majority of funding of Prospects for the period of 1st April 2000 to 31st March 2003 came from the DWP. The cost per job (DWP funding amount divided by total number of jobs) for Prospects clients decreased over this time period from £6,542 to £4,281.  This calculation only focuses on job finding costs and further detailed analyses are needed to assess the total costs including other government sources of funding (Work Preparation Programme, Access to Work and Student Support Service).  

Almost all clients in paid employment have seen a reduction in the amount of benefits they were receiving and a significant increase in their salaries.  For those clients who found paid employment through Prospects the mean increase in salary was £8798 per annum.  Benefit levels reduced after clients registered with Prospects and found paid employment.  Once in paid employment, most clients came off Job Seekers Allowance, Income Support, Incapacity Benefit and Severe Disability Allowance.




2 All amounts in figures 6a-6c are excluding VAT.
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