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The JET measure was replaced by the JOT measure as an operational target in April
2006, following piloting of the new measure in several Jobcentre Plus districts
during 2005/06. The JOT measure matches Jobcentre Plus customers against
P45/P46 employment information obtained from HM Revenue and Customs.
Potentially all movements into work following interaction with Jobcentre Plus are
recorded, regardless of the level or intensity of the intervention. This means that JOT
is much more in line with the Department’s strategic aim of advocating the use of
new modernised channels and self-help for those clients for whom this is appropriate.
By making use of data collected by HM Revenue and Customs, JOT is a much more
efficient measure than its predecessor, which required considerable staff resource to
track and capture outcomes achieved.

JOT data is available for the full 2005/06 financial year, and has been used to measure
changes in the Department’s labour market outputs from 2005/06. However, because
JOT was not an operational target in 2005/06 the time series is not fully consistent.
JOT points decreased slightly, by 6 per cent, between 2005/06 and 2006/07, although
there are signs that outcomes have stabilised since JOT was introduced nationally

as a Jobcentre Plus target. However, this overall assessment should be interpreted
cautiously because it is not based on a fully consistent time-series of data.

The broader measures of labour market performance discussed in the main paper

tell @ more positive story. Across the UK, the number of people in employment is at
its highest ever level. Good progress has been made in closing the gaps between the
national employment rate and the employment rate of disadvantaged groups, such as
lone parents, disabled people, and those aged over 50.

Given the contextual labour market information available, and the nature of the
Department’s labour market work in supporting individuals to make the transition to
work, it would be wrong to suggest that JET/JOT represents a fully comprehensive
picture of the Department’s labour market performance. However, the measure does
offer the best available estimate of the Department’s success in getting people jobs
and, as such, represents a reasonable proxy for labour market output for use within
the Department’s productivity index.

This approach was endorsed by the Atkinson Review?" and outlined in the
Department’s first productivity paper. Development work has been discussed with the
Office for National Statistics, and data is presented for the first time here.

21 'We also recommend that ONS should take advantage of the development of a quality-adjusted direct

measure of Jobcentre Plus labour market outputs’, Atkinson Review Final Report, 2005 (see footnote 3).
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Child Support activity

Output from the Child Support Agency uses the Agency’s measure of the number of
children benefiting from maintenance collection or maintenance arrangements. This
measure counts statutory cases, where children benefit from maintenance payments
collected by the Agency, and private cases, where the Agency assesses the level of
maintenance to be paid but payments are made directly to the parent with care from
the non-resident parent. Voluntary arrangements, where the Agency has had no
involvement, are not counted.

The number of children benefiting from the Agency’s activity will have increased by

around 20 per cent over the 2004 Spending Review period. Before this the Agency’s
shortcomings were well publicised. The number of children benefiting decreased

by around 5 per cent between 2002/03 and 2004/05, but the Agency’s Operational

Improvement plan is making significant improvements in performance.

Policy and Regulatory Functions, and work carried out on behalf of others

A range of activities carried out in the Department cannot be directly associated with
the output measures described above:

e Work to develop new policies is a key part of the Department’s activity, but
work on any individual policy may be short-lived, and total expenditure on policy
development can vary over time. Because each policy is different, in terms of
scale and complexity, it would not be appropriate to use the number of policies
developed as a measure of output.

e Regulatory work, such as the work carried out by the Heath and Safety Executive,
has not yet been represented in the productivity analysis of the Department
explicitly.

e Work the Department carries out on behalf of other organisations, such as the
process of obtaining National Insurance numbers for immigrants. This activity does
not contribute to a DWP output, but expenditure is included in the Department
for Work and Pensions input measure, to maintain consistency with the National
Accounts.

In the first productivity paper, expenditure on these activities was treated as an
overhead, and apportioned across the measured outputs. In this paper, expenditure
on these activities has been included on an Output=Input basis. This is the convention
used by National Accounts when direct measures of output volumes are not available.
It means that the volume of output in any year is measured by the volume of
expenditure on these functions. Together, these functions accounted for around

7 per cent of the DWP output measure in 2006/07.
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Productivity

Using the steps outlined above, both the input and output measures are expressed
consistently, in baseline year prices, and indexed relative to that baseline year.

Productivity is calculated by dividing the Department’s output index by the input index.
The table below shows the Department’s input, output and productivity indices:

2002/03 | 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08

Relevant recurrent expenditure 90.9 95 4 100.0 950 90.4 378

index (1)

Output index (2)

Cost-weighted, Chain-Linked 99.0 101.5 100.0 96.7 95.5 97.5

DWP productivity (2)/(1)
Headline measure, based on 108.9 106.4 100.0 101.8 105.6 111.0
recurrent expenditure

The reduction in inputs and increase in outputs expected in 2007/08 will have
a positive impact on productivity. So, by the end of 2007/08, we estimate that
productivity will have increased by around 11 per cent since 2004/05.
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Annex B — Comparing total factor
productivity measures

The total factor measure of productivity recommended by the Atkinson Review divides
the volume of outputs delivered by total relevant expenditure on labour and goods
and services together with an estimate of capital consumption (with pay and price
changes removed).

The Department’s headline total factor measure is calculated by dividing the
Department’s outputs by its recurrent expenditure (the total relevant expenditure less
investment and one-off change costs).

The chart below compares the Department’s headline measure of productivity with a
measure of the Department’s productivity based on total relevant costs.

Figure 3: Comparison of total factor measures
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The measure based on total relevant expenditure conveys a more positive story

about the Department’s productivity over the 2002 Spending Review period than

the Department’s headline measure. It shows a smaller fall in productivity of around

3 per cent between 2002/03 and 2004/05. This is because levels of investment

were particularly high in the Department at the start of the period and lower levels
followed. The headline measure is used to identify changes in the Department’s
productivity because returns from investment in the 2002 Spending Review period
have not yet fully materialised. There is often a time lag between making an
investment and realising the benefits, and in some cases the benefits are not financial
(the benefits may, for example, be improvements in quality).
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5. The measure based on recurrent expenditure is used as the headline measure because
it closely reflects the relationship between running costs and outputs. Over the 2004

Spending Review period there is very little difference between the two total factor
measures.
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